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Dear Stockholders and Warrantholders of Prospect Acquisition Corp.:

        You are cordially invited to attend the special meeting of warrantholders of Prospect Acquisition Corp. scheduled to be held on
November 13, 2009 at 8:30 a.m., Eastern time, at 9130 Galleria Court, Suite 318, Naples, FL 34109 and the special meeting of stockholders
scheduled to be held at 9 a.m., Eastern time, at 9130 Galleria Court, Suite 318, Naples, FL 34109.

        Prospect stockholders will be asked to approve certain proposals in connection with the merger and the merger agreement, dated as of
September 8, 2009, as amended, whereby KW Merger Sub Corp., Prospect's wholly-owned subsidiary will merge with and into and
Kennedy-Wilson, Inc., with Kennedy-Wilson continuing as the surviving corporation and a direct wholly-owned subsidiary of Prospect.

        Prospect warrantholders will be asked to approve an amendment to the warrant agreement that governs all the Prospect warrants.

        Each of the proposals to be voted on at the special meeting of warrantholders and special meeting of stockholders are more fully described
in the accompanying proxy statement/prospectus.

        Prospect's units, common stock and public warrants are currently quoted on NYSE AMEX LLC under the symbols "PAX.U", "PAX", and
PAX.WS", respectively. Prospect intends to apply for re-listing on NYSE AMEX LLC upon the consummation of the merger. If Prospect's
securities are re-listed on NYSE AMEX LLC, the symbols may change to symbols that are reasonably representative of the post-merger
company's corporate name.

        This proxy statement/prospectus provides you with detailed information about the merger and other matters to be considered by the
Prospect stockholders and warrantholders. Prospect encourages you to carefully read the entire document and the documents incorporated by
reference. IN PARTICULAR, YOU SHOULD CAREFULLY CONSIDER THE MATTERS DISCUSSED UNDER "RISK FACTORS"
BEGINNING ON PAGE 46.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the adequacy or accuracy of this proxy statement/prospectus. Any representation to the contrary is a criminal
offense.

        This proxy statement/prospectus is dated October 28, 2009, and is first being mailed to Prospect stockholders and Prospect warrantholders
on or about October 30, 2009.
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PROSPECT ACQUISITION CORP.
9130 GALLERIA COURT, SUITE 318

NAPLES, FLORIDA 34109

NOTICE OF SPECIAL MEETING OF WARRANTHOLDERS
OF PROSPECT ACQUISITION CORP.
TO BE HELD ON NOVEMBER 13, 2009.

To the Warrantholders of Prospect Acquisition Corp.:

        NOTICE IS HEREBY GIVEN that the special meeting of warrantholders of Prospect Acquisition Corp., a Delaware corporation
("Prospect"), will be held at 8:30 a.m., Eastern time, on November 13, 2009, at 9130 Galleria Court, Suite 318, Naples, FL 34109. You are
cordially invited to attend the meeting, which will be held to approve an amendment to the warrant agreement that governs all of the warrants of
Prospect, each of which is exercisable for one share of common stock of Prospect in connection with the consummation of the transactions
contemplated by the Agreement and Plan of Merger, dated as of September 8, 2009, by and among Prospect, KW Merger Sub Corp., Prospect's
wholly-owned subsidiary formed for the purpose of consummating the merger ("Merger Sub") and Kennedy-Wilson, Inc. ("Kennedy-Wilson"),
as amended, which among other things provides for the merger of Merger Sub with and into Kennedy-Wilson, with Kennedy-Wilson continuing
as the surviving corporation and becoming a direct wholly-owned subsidiary of Prospect referred to as the "merger."

        The warrant amendment would:

�
allow each Prospect warrantholder to elect, for each outstanding Prospect warrant that was issued in Prospect's initial public
offering, referred to as the "public warrants," either to receive upon the closing of the merger $0.55 in cash, referred to as the
"cash amount," or to continue to hold his, her or its public warrant which will be amended to provide for an exercise price of
$12.50, a redemption trigger price of $19.50 and an expiration date of November 14, 2013, subject to adjustment and
proration as described in this proxy statement/prospectus; and

�
amend the terms of the warrants purchased by each of Flat Ridge Investments LLC, an entity affiliated with David A.
Minella, Prospect's Chairman and Chief Executive Officer, LLM Structured Equity Fund L.P. and LLM Investors L.P.,
entities associated with Patrick J. Landers, a director and President of Prospect, and CMS Platinum Fund, L.P. (formerly
Capital Management Systems Inc.), an entity affiliated with William Landman, one of Prospect's directors, in connection
with Prospect's initial public offering, to provide for an exercise price of $12.50, a redemption trigger price of $19.50 and an
expiration date of November 14, 2013, subject to adjustment and proration as described in this proxy statement/prospectus.

        We sometimes refer to the proposal to amend the warrants as the "warrant amendment proposal." If the merger is consummated, any holder
of public warrants who votes against the approval of the warrant amendment proposal or who makes no election will receive the cash amount in
exchange for each of its public warrants.

        These items of business are described in the enclosed proxy statement/prospectus, which you are encouraged to read in its entirety before
voting. Only holders of record of Prospect warrants at the close of business on October 26, 2009 are entitled to notice of the special meeting of
Prospect warrantholders and to vote and have their votes counted at the special meeting of Prospect warrantholders and any adjournments or
postponements thereof.

        Prospect's board of directors has determined that the warrant amendment proposal is fair to and in the best interests of Prospect and its
warrantholders and unanimously recommends that you vote or give instruction to vote "FOR" the warrant amendment proposal.

        All Prospect warrantholders are cordially invited to attend the special meeting of Prospect warrantholders in person. Your vote is very
important. To ensure your representation at the special meeting of Prospect warrantholders, however, you are urged to complete, sign, date and
return the enclosed proxy card as soon as possible. If you are a warrantholder of record of Prospect warrants, you
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may also cast your vote in person at the special meeting of Prospect warrantholders. If your warrants are held in an account at a brokerage firm
or bank, you must instruct your broker, bank or nominee on how to vote your warrants or, if you wish to attend the special meeting of Prospect
warrantholders and vote in person, obtain a proxy from your broker, bank or nominee. If you do not vote or do not instruct your broker, bank or
nominee how to vote, it will have the same effect as voting "AGAINST" the warrant amendment proposal.

        A complete list of Prospect warrantholders of record entitled to vote at the special meeting of Prospect warrantholders will be available for
ten days before the special meeting of Prospect warrantholders at 9130 Galleria Court, Suite 300, Naples, Florida 34109 for inspection by
warrantholders during ordinary business hours for any purpose germane to the special meeting of Prospect warrantholders.

        Your vote is important to us regardless of the number of warrants you own. Whether or not you plan to attend the special meeting of
Prospect warrantholders, please read the enclosed proxy statement/prospectus carefully, and sign, date and return the enclosed proxy card as
soon as possible in the envelope provided. If your warrants are held in "street name" or are in a margin or similar account, your broker, bank or
nominee may provide you with voting instructions (including any instructions for voting by telephone or Internet). Prospect has confirmed that
approximately 99% of street name holders will have access to telephone and Internet voting and that such access will continue until 11:59 p.m.
Eastern time on the day before the special meeting, after which time you must contact your bank, broker or nominee to vote or change your vote.
You should contact your broker, bank or nominee in advance to ensure that votes related to the warrants you beneficially own are properly
counted.

        Thank you for your participation. We look forward to your continued support.

By Order of the Board of Directors

David A. Minella
Chairman and Chief Executive Officer

October 28, 2009

IF YOU RETURN YOUR PROXY CARD WITHOUT AN INDICATION OF HOW YOU WISH TO VOTE, YOUR WARRANTS
WILL BE VOTED IN FAVOR OF THE PROPOSAL.

WE STRONGLY SUGGEST THAT YOU UTILIZE INTERNET OR TELEPHONE VOTING PROCEDURES IF THEY ARE
AVAILABLE TO YOU. IF YOU CHOOSE TO RETURN YOUR PROXY CARD BY MAIL, IT IS POSSIBLE IT WILL NOT BE
RECEIVED BY THE DEADLINE ON THE DAY BEFORE THE SPECIAL MEETING OF PROSPECT WARRANTHOLDERS.
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PROSPECT ACQUISITION CORP.
9130 GALLERIA COURT, SUITE 318

NAPLES, FLORIDA 34109

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
OF PROSPECT ACQUISITION CORP.
TO BE HELD ON NOVEMBER 13, 2009.

To the Stockholders of Prospect Acquisition Corp.:

        NOTICE IS HEREBY GIVEN that the special meeting of stockholders of Prospect Acquisition Corp., a Delaware corporation ("Prospect"),
will be held at 9:00 a.m. Eastern time, on November 13, 2009 at 9130 Galleria Court, Suite 318, Naples, FL 34109. You are cordially invited to
attend the meeting, which will be held for the following purposes:

(1)
to consider and vote upon a proposal to approve the merger and the Agreement and Plan of Merger, dated as of September 8,
2009, by and among Prospect, KW Merger Sub Corp., Prospect's wholly-owned subsidiary formed for the purpose of
consummating the merger ("Merger Sub"), and Kennedy-Wilson, Inc. ("Kennedy-Wilson"), as amended, which, among
other things, provides for the merger of Merger Sub with and into Kennedy-Wilson, with Kennedy-Wilson continuing as the
surviving corporation and becoming a direct wholly-owned subsidiary of Prospect or the "merger"�we refer to this proposal
as the "merger proposal;"

(2)
to consider and vote upon a proposal to amend and restate Prospect's amended and restated certificate of incorporation to
change Prospect's corporate name to "Kennedy-Wilson Holdings, Inc."�we refer to this proposal as the "charter
amendment�name change proposal;"

(3)
to consider and vote upon a proposal to amend and restate Prospect's amended and restated certificate of incorporation to
increase the number of authorized shares of Prospect capital stock from 73,000,000 to 81,000,000�we refer to this proposal as
the "charter amendment�share increase proposal;"

(4)
to consider and vote upon a proposal to amend and restate Prospect's amended and restated certificate of incorporation to
provide for Prospect's perpetual existence�we refer to this proposal as the "charter amendment�existence proposal;"

(5)
to consider and vote upon a proposal to amend and restate Prospect's amended and restated certificate of incorporation to
delete and replace Article Sixth of Prospect's current amended and restated certificate of incorporation and renumber
accordingly and make certain other changes in tense and numbers that Prospect's board of directors believes are
immaterial�we refer to this proposal as the "charter amendment�revisions proposal," which, along with, the "charter
amendment�name change proposal," the "charter amendment�share increase proposal," and the "charter amendment�existence
proposal" are referred to as the "charter amendment proposals;"

(6)
to consider and vote upon a proposal to approve the Kennedy-Wilson Holdings, Inc. 2009 Equity Participation Plan (the
"2009 Plan"), which is an equity-based incentive plan for directors, officers, employees and certain consultants, pursuant to
which Prospect will reserve up to 2,475,000 shares of Prospect common stock for issuance under the 2009 Plan�we refer to
this proposal as the "equity participation plan proposal;" and

(7)
to consider and vote upon the election of seven directors to Prospect's board of directors, effective immediately following
and contingent upon closing of the merger, of whom Cathy Hendrickson and Thomas Sorell will serve until the annual
meeting of Prospect stockholders to be held in 2010, Jerry Solomon and David A. Minella will serve until the annual
meeting of Prospect stockholders to be held in 2011 and William J. McMorrow, Kent Mouton and Norman Creighton will
serve until the annual meeting of Prospect stockholders to be held in 2012 and, in each case, until their successors are elected
and qualified�we refer to this proposal as the "director election proposal,"
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        These items of business are described in the enclosed proxy statement/prospectus, which we encourage you to read in its entirety before
voting. Only holders of record of Prospect common stock at the close of business on October 26, 2009 are entitled to notice of the special
meeting of Prospect stockholders and to vote and have their votes counted at the special meeting of Prospect stockholders and any adjournments
or postponements of the special meeting of Prospect stockholders.

        Prospect's board of directors has determined that the merger proposal and the other proposals are fair to and in the best interests of Prospect
and its stockholders and unanimously recommends that you vote or give instruction to vote "FOR" the approval of all of the proposals and all of
the persons nominated by Prospect's management for election as directors.

        All Prospect stockholders are cordially invited to attend the special meeting of Prospect stockholders in person. To ensure your
representation at the special meeting of Prospect stockholders, however, you are urged to complete, sign, date and return the enclosed proxy card
as soon as possible. If you are a holder of record of Prospect common stock, you may also cast your vote in person at the special meeting of
Prospect stockholders. If your shares are held in an account at a brokerage firm or bank, you must instruct your broker, bank or nominee on how
to vote your shares or, if you wish to attend the special meeting of Prospect stockholders and vote in person, obtain a proxy from your broker or
bank. If you do not vote or do not instruct your broker, bank or nominee how to vote, it will have the same effect as voting "AGAINST" all the
charter amendment proposals, but will have no effect on the merger proposal, the equity participation plan proposal, and the director election
proposal.

        A complete list of Prospect stockholders of record entitled to vote at the special meeting of Prospect stockholders will be available for ten
days before the special meeting of Prospect stockholders at 9130 Galleria Court, Suite 300, Naples, Florida 34109 for inspection by stockholders
during ordinary business hours for any purpose germane to the special meeting of Prospect stockholders.

        Your vote is important regardless of the number of shares you own. Whether you plan to attend the special meeting of Prospect
stockholders or not, please sign, date and return the enclosed proxy card as soon as possible in the envelope provided. If your shares are held in
"street name" or are in a margin or similar account, your broker, bank or nominee may provide you with voting instructions (including any
instructions for voting by telephone or Internet). Prospect has confirmed that approximately 99% of street name holders will have access to
telephone and Internet voting and that such access will continue until 11:59 p.m. Eastern time on the day before the special meeting, after which
time you must contact your bank, broker or nominee to vote or change your vote. You should contact your broker, bank or nominee in advance
to ensure that votes related to the shares you beneficially own are properly counted.

        Thank you for your participation. We look forward to your continued support.

By Order of the Board of Directors

David A. Minella
Chairman and Chief Executive Officer

October 28, 2009

IF YOU RETURN YOUR PROXY CARD WITHOUT AN INDICATION OF HOW YOU WISH TO VOTE, YOUR SHARES WILL
BE VOTED IN FAVOR OF EACH OF THE PROPOSALS AND YOU WILL NOT BE ELIGIBLE TO HAVE YOUR SHARES
CONVERTED INTO A PRO RATA PORTION OF THE TRUST ACCOUNT IN WHICH A SUBSTANTIAL PORTION OF THE
NET PROCEEDS OF
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PROSPECT'S INITIAL PUBLIC OFFERING ARE HELD. IN ORDER TO PROPERLY EXERCISE YOUR CONVERSION
RIGHTS, YOU MUST:

�
AFFIRMATIVELY VOTE AGAINST THE MERGER PROPOSAL BY PROXY OR IN PERSON AT THE
SPECIAL MEETING OF PROSPECT'S STOCKHOLDERS,

�
PRESENT WRITTEN INSTRUCTIONS TO PROSPECT'S TRANSFER AGENT NO LATER THAN ONE
BUSINESS DAY PRIOR TO THE VOTE ON THE MERGER PROPOSAL STATING THAT YOU WISH TO
CONVERT YOUR SHARES INTO CASH AND THAT YOU WILL CONTINUE TO HOLD YOUR SHARES
THROUGH THE CLOSING DATE OF THE MERGER,

�
CONTINUE TO HOLD YOUR SHARES THROUGH THE CLOSING DATE OF THE MERGER AND

�
TENDER YOUR SHARES TO PROSPECT'S TRANSFER AGENT WITHIN THE PERIOD SPECIFIED IN A
NOTICE YOU WILL RECEIVE FROM OR ON BEHALF OF PROSPECT, WHICH PERIOD WILL NOT BE
LESS THAN 20 DAYS.

YOU MAY TENDER YOUR SHARES BY EITHER DELIVERING YOUR STOCK CERTIFICATE TO THE TRANSFER AGENT
OR BY DELIVERING YOUR SHARES ELECTRONICALLY USING THE DEPOSITORY TRUST COMPANY'S DWAC
(DEPOSIT/WITHDRAWAL AT CUSTODIAN) SYSTEM. IF THE MERGER IS NOT COMPLETED, THEN THESE SHARES WILL
NOT BE CONVERTED INTO CASH. IF YOU HOLD THE SHARES IN STREET NAME, YOU WILL NEED TO INSTRUCT THE
ACCOUNT EXECUTIVE AT YOUR BANK, BROKER OR NOMINEE TO WITHDRAW THE SHARES FROM YOUR ACCOUNT
IN ORDER TO EXERCISE YOUR CONVERSION RIGHTS. SEE "SPECIAL MEETING OF PROSPECT WARRANTHOLDERS AND
SPECIAL MEETING OF PROSPECT STOCKHOLDERS�CONVERSION RIGHTS" ON PAGE 78 FOR MORE SPECIFIC
INSTRUCTIONS.

WE STRONGLY SUGGEST THAT YOU UTILIZE TELEPHONE OR INTERNET VOTING PROCEDURES IF THEY ARE
AVAILABLE TO YOU. IF YOU CHOOSE TO RETURN YOUR PROXY CARD BY MAIL, IT IS POSSIBLE IT WILL NOT BE
RECEIVED BY THE DEADLINE ON THE DAY BEFORE THE SPECIAL MEETING OF PROSPECT STOCKHOLDERS.
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Prospect is providing this proxy statement/prospectus and accompanying proxy card to its stockholders and warrantholders in connection
with the solicitation of proxies to be voted at the special meeting of Prospect stockholders and the special meeting of Prospect warrantholders
and at any adjournments or postponements of the meetings. This proxy statement/prospectus also constitutes a prospectus of Prospect for the
securities of Prospect to be issued to stockholders of Kennedy-Wilson pursuant to the merger agreement.

All references in this proxy statement/prospectus to "dollars" or "$" are to U.S. dollars, unless otherwise noted. Except as otherwise
indicated, all financial statements and financial data contained in this proxy statement/prospectus have been prepared in accordance with
generally accepted accounting principles in the United States of America. Unless the context requires otherwise, references to "you" are
references to Prospect stockholders and Prospect warrantholders, as applicable, and references to "we", "us" and "our" are to Prospect.
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 SUMMARY OF THE MATERIAL TERMS OF THE MERGER

This summary highlights selected information from this proxy statement/prospectus and does not contain all of the information that is
important to you. To better understand the merger, you should read this entire document carefully, including "Risk Factors" on page 46, the
merger agreement, as amended, attached as Annex A, and all annexes and exhibits attached to this proxy statement/prospectus. The merger
agreement is the legal document that governs the merger and the other transactions that will be undertaken in connection with the merger. It is
also described in detail elsewhere in this proxy statement/prospectus.

�
The parties to the merger are Prospect Acquisition Corp. ("Prospect"), KW Merger Sub Corp., Prospect's wholly-owned
subsidiary formed for the purpose of consummating the merger ("Merger Sub"), and Kennedy-Wilson, Inc.
("Kennedy-Wilson"). Pursuant to the Agreement and Plan of Merger, dated as of September 8, 2009, by and among
Prospect, Merger Sub, and Kennedy-Wilson, as amended, referred to herein as the "merger agreement", Merger Sub will
merge with and into Kennedy-Wilson, with Kennedy-Wilson continuing as the surviving corporation and becoming a direct
wholly-owned subsidiary of Prospect, referred to herein as the "merger." See the section entitled "The Merger Proposal" on
page 89 for additional information.

�
Prospect believes that Kennedy-Wilson's management has the experience to successfully lead Kennedy-Wilson's business
and that Kennedy-Wilson has in place the infrastructure for strong business operations and to achieve growth both
organically and through strategic acquisitions. As a result, Prospect also believes that a business combination with
Kennedy-Wilson will provide Prospect stockholders with an opportunity to participate in a company with significant growth
potential.

�
If the merger is consummated, Kennedy-Wilson's stockholders (the "Kennedy-Wilson Holders"), will receive an aggregate
of 26 million shares of Prospect common stock (each share of Kennedy-Wilson common stock shall automatically convert
into the right to receive 3.8031 shares of Prospect common stock and each share of Kennedy-Wilson preferred stock shall
automatically convert into the right to receive 105.6412 shares of Prospect common stock), referred to herein as the "merger
shares," minus any shares of Prospect common stock that would otherwise have been issuable to the Kennedy-Wilson
Holders of dissenting shares. Based on the closing market price of $9.79 per share on September 8, 2009, the last trading day
of Prospect common stock prior to the announcement of the merger agreement, the merger shares had an aggregate value of
$254.5 million. Based on the closing market price Prospect common stock of $9.90 per share on October 26, 2009 (the
record date), the merger shares had an aggregate value of $257.4 million. If a fractional share is required to be issued to a
Kennedy-Wilson Holder, Prospect will round up to the nearest whole share in lieu of issuing fractional shares. See the
section entitled "Summary of the Proxy Statement/Prospectus�The Merger and the Merger Proposal" on page 19 for
additional information.

�
In connection with the merger, the merger agreement provides that either Prospect or Kennedy-Wilson may terminate the
agreement if the merger is not consummated by November 13, 2009. The merger agreement may also be terminated, among
other reasons, upon material breach of a party. See the section entitled "The Merger Agreement�Termination" on page 152 for
additional information.

�
In connection with the merger, the Prospect stockholders must approve an amendment and restatement to the amended and
restated certificate of incorporation of Prospect to:

�
change Prospect's corporate name to "Kennedy-Wilson Holdings, Inc.,"

�
increase the number of authorized shares of Prospect capital stock from 73,000,000 to 81,000,000,

1
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�
provide for Prospect's perpetual existence, and

�
delete and replace Article Sixth of Prospect's current amended and restated certificate of incorporation and
renumber accordingly, and make certain other changes in tense and numbers that Prospect's board of directors
believes are immaterial.

See the sections entitled "The Charter Amendment�Name Change Proposal" on page 171, "The Charter Amendment�Share
Increase Proposal" on page 172, "The Charter Amendment�Existence Proposal" on page 173, and "The Charter
Amendment�Revisions Proposal" on page 174 for additional information.

�
In connection with the merger, the stockholders of Prospect will also vote on proposals to:

�
approve the Kennedy-Wilson Holdings, Inc. 2009 equity participation plan (the "2009 Plan"), and

�
elect seven directors to Prospect's board of directors.

See the sections entitled "The Equity Participation Plan Proposal" on page 176 and "The Director Election Proposal" on
page 186 for additional information.

�
In connection with the merger, the Prospect warrantholders must approve an amendment to the warrant agreement, referred
to as the "warrant amendment," that governs all of the warrants of Prospect, each of which is exercisable for one share of
common stock of Prospect. See the section "The Warrant Amendment Proposal" on page 86 for additional information.

�
After the merger, if management's nominees are elected, the directors of Prospect following the merger will be William J.
McMorrow, Kent Mouton, Norman Creighton, Jerry Solomon, Cathy Hendrickson and Thomas Sorell, who are designees of
Kennedy-Wilson, and David A. Minella, who is a designee of Prospect.

�
Following closing of the merger, certain officers of Kennedy-Wilson will become officers of Prospect, holding positions
similar to the positions such officers held with Kennedy-Wilson. These officers are William J. McMorrow, who will become
Chief Executive Officer of Prospect, and Freeman A. Lyle, who will become Executive Vice President and Chief Financial
Officer of Prospect. In addition, following closing of the merger, Barry S. Schlesinger, Co-CEO of KW Commercial
Investment Group, Mary Ricks, Co-CEO of KW Commercial Investment Group, James A. Rosten, President of
Kennedy-Wilson Properties, Donald J. Herrema, CEO of KW Capital Markets, and Robert E. Hart, President of KW
Multi-Family Management Group, will continue to be employed with the post-merger company. Each of these persons is
currently an executive officer of Kennedy-Wilson, other than Mr. Schlesinger, and has an employment agreement with
Kennedy-Wilson which will be assumed by Prospect as a result of the merger. See the section entitled "Executive
Compensation�Kennedy-Wilson Executive Compensation" on page 243 for additional information.

2
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 QUESTIONS AND ANSWERS
FOR PROSPECT STOCKHOLDERS AND WARRANTHOLDERS ABOUT THE PROPOSALS

Why am I receiving this proxy statement/prospectus?

        Prospect and Kennedy-Wilson have agreed to a business combination under the terms of the merger agreement that are described in this
proxy statement/prospectus in the sections entitled "The Merger Proposal" on page 88 and "The Merger Agreement" on page 140. A copy of the
merger agreement, as amended, which is incorporated by reference is attached to this proxy statement/prospectus as Annex A, which Prospect
encourages you to read.

        Prospect warrantholders are being asked to consider and vote upon a proposal, which we refer to as the "warrant amendment proposal," to
approve the warrant amendment to the warrant agreement that governs all Prospect warrants, each of which is exercisable for one share of
Prospect common stock, to:

�
allow each Prospect warrantholder to elect, for each outstanding warrant that was issued in Prospect's IPO, referred to herein
as the "public warrants," either (x) to receive upon the closing of the merger $0.55 in cash, referred to herein as the "cash
amount," or (y) to continue to hold his, her or its public warrant which will be amended to provide for a new exercise price
of $12.50, a redemption trigger price of $19.50 and an expiration date of November 14, 2013, subject to adjustment and
proration as described in this proxy statement/prospectus, referred to herein as the "amended public warrants;" and

�
amend the terms of the warrants purchased by each of Flat Ridge Investments, an entity affiliated with David A. Minella,
Prospect's Chairman and Chief Executive Officer, LLM Structured Equity Fund L.P. and LLM Investors L.P., entities
associated with Patrick J. Landers, a director and President of Prospect, and CMS Platinum Fund, L.P. (formerly Capital
Management Systems Inc.), an entity affiliated with William Landman, one of Prospect's directors, in connection with
Prospect's initial public offering, referred to herein as the "sponsors warrants," to provide for an exercise price of $12.50, a
redemption trigger price of $19.50 and an expiration date of November 14, 2013, subject to adjustment and proration as
described in this proxy statement/prospectus, referred to herein as the "amended sponsors warrants."

        If the merger is consummated, any warrantholder who votes against the approval of the warrant amendment proposal or who makes no
election will receive the cash amount in exchange for each of its public warrants. We refer to elections by holders of public warrants to receive
the cash amount or an amended public warrant as the "warrant election." We refer to the exchange of public warrants for the cash amount as the
"cash exchange." The form of warrant amendment is attached to this proxy statement/prospectus as Annex B and the form of amended and
restated warrant agreement, which will be in effect upon consummation of the merger, is attached to this proxy statement/prospectus as Annex C
and both are incorporated into this proxy statement/prospectus by reference. You are encouraged to read the warrant amendment in its entirety.
See the section entitled "The Warrant Amendment Proposal" on page 86 for more information.

        Prospect stockholders are being asked to consider and vote upon a proposal to approve the merger and the merger agreement, which, among
other things, provides for the merger of Merger Sub with and into Kennedy-Wilson, with Kennedy-Wilson continuing as the surviving
corporation and becoming a direct wholly-owned subsidiary of Prospect. You are also being requested to vote to approve:

�
the charter amendment�name change proposal to change Prospect's corporate name to "Kennedy-Wilson Holdings, Inc.,
referred to herein as the "charter amendment�name change proposal;"
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�
the charter amendment�share increase proposal to increase the number of authorized shares of Prospect capital stock from
73,000,000 to 81,000,000, referred to herein as the "charter amendment�share increase proposal;"

�
the charter amendment�existence proposal to amend and restate the amended and restated certificate of incorporation to
provide for Prospect's perpetual existence, referred to herein as the "charter amendment�existence proposal;" and

�
the charter amendment�revisions proposal to delete and replace Article Sixth of Prospect's current amended and restated
certificate of incorporation and make certain other changes in tense and numbers that Prospect's board of directors believes
are immaterial, referred to herein as the "charter amendment�revisions proposal," together with the charter amendment�name
change proposal, the charter amendment�share increase proposal, and the charter amendment�existence proposal, the "charter
amendment proposals;"

�
the 2009 Plan, which is an equity-based incentive plan for directors, officers, employees and certain consultants, pursuant to
which Prospect will reserve up to 2,475,000 shares of Prospect common stock for issuance under the 2009 Plan, referred to
herein as the "equity participation plan proposal;" and

�
the election of seven directors to Prospect's board of directors, referred to herein as the "director election proposal."

        See the sections entitled "The Charter Amendment�Name Change Proposal" on page 171, "The Charter Amendment�Share Increase
Proposal" on page 172, "The Charter Amendment�Existence Proposal" on page 173, "The Charter Amendment�Revisions Proposal" on page 174,
"The Equity Participation Plan Proposal" on page 176, and "The Director Election Proposal" on page 186 for additional information.

        The approval of the warrant amendment proposal by Prospect warrantholders and the approval of the merger proposal, the charter
amendment�share increase proposal and the charter amendment�existence proposal by Prospect stockholders are conditions to the consummation
of the merger. If the warrant amendment proposal is not approved, the stockholder proposals will not be presented to the Prospect stockholders.
If the merger proposal is not approved, the other proposals will not be presented to the stockholders for a vote. If the charter amendment�share
increase proposal or the charter amendment�existence proposal is not approved, the other proposals will not be presented to the stockholders for a
vote and the merger will not be consummated. Prospect's second amended and restated certificate of incorporation, as it will appear if the charter
amendment proposals are approved, is attached to this proxy statement/prospectus as Annex D and you are encouraged to read it in its entirety.
The 2009 Plan is attached to this proxy statement/prospectus as Annex E and you are encouraged to read it in its entirety. In addition to the
foregoing proposals, the stockholders will also be asked to consider and vote upon the election of seven directors of Prospect, which proposal,
along with the equity participation plan proposal, will not be presented for a vote if the merger proposal, the charter amendment�share increase
proposal or the charter amendment�existence proposal are not approved. This proxy statement/prospectus contains important information about
the proposed merger and the other matters to be acted upon at the special meetings of Prospect stockholders and Prospect warrantholders. You
should read it carefully.

Your vote is important. Prospect encourages you to vote as soon as possible after carefully reviewing this proxy
statement/prospectus.

Why is Prospect proposing the Merger?

        Prospect was organized to effect an acquisition, capital stock exchange, asset acquisition or other similar business combination with an
operating business.

4

Edgar Filing: Prospect Acquisition Corp - Form 424B2

12



Table of Contents

        On November 20, 2007, Prospect issued and sold 25,000,000 units in its initial public offering completed on November 14, 2007, referred
to herein as the "IPO." Each of Prospect's units consists of one share of Prospect's common stock and one warrant. Each warrant sold in the IPO
entitles the holder to purchase one share of common stock at an exercise price of $7.50. Prospect's units began publicly trading on November 15,
2007. Prospect's public warrants and common stock have traded separately since December 3, 2007. The public offering price of each unit was
$10.00, and the IPO raised gross proceeds of $250,000,000. Of the gross proceeds:

�
Prospect deposited $241,750,000 into the trust account it established in connection with its IPO completed on November 14,
2007, referred to herein as the "trust account," at JP Morgan Chase Bank, NA, maintained by Continental Stock Transfer &
Trust Company, as trustee, which included $10,000,000 of contingent underwriting discount (the underwriters have agreed
to forgo $4,000,000 of deferred underwriting compensation otherwise payable to them in connection with, and in accordance
with the terms of, the underwriting agreement for the IPO);

�
the underwriters received $7,500,000 as underwriting discount (excluding the contingent underwriting discount); and

�
Prospect retained $700,000 for offering expenses, plus $50,000 for working capital.

        In addition, Prospect deposited into the trust account $5,250,000 that it received from the private placement of 5,250,000 sponsors warrants
to Flat Ridge Investments LLC, an entity affiliated with David A. Minella, Prospect's Chairman and Chief Executive Officer, LLM Structured
Equity Fund L.P. and LLM Investors L.P., entities affiliated with Patrick J. Landers, Prospect's President and a director, and CMS Platinum
Fund, L.P. (formerly Capital Management Systems, Inc.), a corporation affiliated with William Landman, one of Prospect's directors (for a total
of $247,000,000).

        The amount held in the trust account will not be released until the earlier of (A) the completion of the initial business combination or
(B) Prospect's liquidation. Therefore, unless and until the initial business combination is consummated, the proceeds held in the trust account
will not be available to Prospect, other than amounts required to pay taxes on any interest income earned on the trust account balance and up to
$2,750,000 of interest income earned on the trust account balance, net of income taxes payable on such amount, which can be released to fund
working capital requirements.

        Based on its due diligence investigations of Kennedy-Wilson and the industry in which it operates, including the financial and other
information provided by Kennedy-Wilson, Prospect believes that Kennedy-Wilson's management has the experience to successfully lead
Kennedy-Wilson's business and that Kennedy-Wilson has in place the infrastructure for strong business operations and to achieve strong organic
growth. As a result, Prospect also believes that a business combination with Kennedy-Wilson will provide Prospect stockholders with an
opportunity to participate in a company with significant growth potential. See the section entitled "The Merger Proposal�Prospect's Board of
Directors' Reasons for the Approval of the Merger" on page 103 for additional information. In accordance with Prospect's amended and restated
certificate of incorporation, if Prospect is unable to complete the business combination with Kennedy-Wilson by November 14, 2009, its
corporate existence will terminate and it will be required to liquidate.

Are the proposals conditioned on one another?

        Yes. The merger is conditioned upon approval of the warrant amendment proposal. The stockholder proposals will not be presented at the
special meeting of Prospect stockholders unless the warrant amendment proposal is approved. The merger is also conditioned upon approval of
the merger proposal, the charter amendment�share increase proposal and the charter amendment�existence proposal, but not upon the approval of
the charter amendment�name change proposal, charter amendment�revisions proposal, the equity participation plan proposal or the director
election
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proposal. The equity participation plan proposal and the director election proposal will not be presented for a vote at the special meeting of
Prospect stockholders unless the merger proposal, the charter amendment�share increase proposal and the charter amendment�existence proposal
are approved.

What is a quorum and what vote is required to approve the proposals presented at the special meeting of Prospect warrantholders?

        A quorum of Prospect warrantholders is necessary to hold a valid meeting. A quorum will be present at the special meeting of Prospect
warrantholders if a majority of the shares underlying the warrants entitled to vote at the meeting are represented in person or by proxy.
Abstentions and broker non-votes will count as present for purposes of establishing a quorum.

        Approval of the warrant amendment proposal requires the affirmative vote of a majority in interest of the shares of Prospect common stock
issuable upon exercise of the Prospect warrants affected by the warrant amendment and entitled to vote thereon as of the record date.

        Abstentions will have the same effect as a vote "AGAINST" the warrant amendment proposal. A broker non-vote will have the same effect
as a vote "AGAINST" the warrant amendment proposal.

What vote is required to approve the proposals presented at the special meeting of Prospect stockholders?

        The election of directors requires a plurality of the votes cast in person or represented by proxy and entitled to vote at the special meeting of
Prospect stockholders as of the record date. "Plurality" means that the individuals who receive the largest number of votes cast "FOR" are
elected as directors. Consequently, any shares not voted "FOR" a particular nominee (whether as a result of abstentions or a direction to
withhold authority) will not be counted in the nominee's favor.

        The approval of the charter amendment�name change proposal, charter amendment�share increase proposal, charter amendment�existence
proposal, and charter amendment�revisions proposal will require the affirmative vote of a majority of the issued and outstanding shares of
Prospect common stock entitled to vote thereon as of the record date.

        Pursuant to Prospect's amended and restated certificate of incorporation, the approval of the merger proposal requires the affirmative vote
of a majority of the issued and outstanding public shares represented in person or by proxy and entitled to vote thereon as of the record date.
There are 31,250,000 shares of Prospect common stock outstanding as of the record date for the special meeting of Prospect stockholders, of
which 25,000,000 are public shares. The merger will not be consummated if the holders of 30% or more of the public shares (7,500,000 shares
or more) properly demand conversion of their public shares into cash. See the section entitled "Special Meeting of Prospect Warrantholders and
Special Meeting of Prospect Stockholders�Conversion Rights" on page 78 for additional information.

        The approval of the equity participation plan proposal requires the affirmative vote of a majority of the issued and outstanding shares of
Prospect common stock represented in person or by proxy and entitled to vote thereon as of the record date.

        Abstentions, while considered present for purposes of establishing a quorum, will have the same effect as a vote "AGAINST" the charter
amendment�name change proposal, the charter amendment�share increase proposal, the charter amendment�existence proposal, the charter
amendment�revisions proposal, the merger proposal and the equity participation plan proposal, but will have no effect on the director election
proposal. A broker non-vote will have the same effect as a vote "AGAINST" the charter amendment�name change proposal, the charter
amendment�share increase proposal, the charter amendment�existence proposal, and the charter amendment�revisions
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proposal. Broker non-votes, while considered present for the purposes of establishing a quorum, will have no effect on the merger proposal, the
equity participation plan proposal and the director election proposal. Please note that you cannot seek conversion of your shares unless you
affirmatively vote against the merger proposal.

How will Prospect's directors and officers vote?

        In connection with its IPO, Prospect and the underwriters entered into agreements with each of the Prospect founders (including its officers
and directors) pursuant to which each Prospect founder agreed to:

�
vote his or its founders shares on the merger proposal in accordance with the majority of the votes cast by the holders of
public shares and

�
waive any right to receive a liquidation distribution with respect to the founders shares in the event Prospect fails to
consummate the initial business combination.

        While the voting arrangement does not apply to any proposal other than the merger proposal, the Prospect founders (including its officers
and directors) have also indicated that they intend to vote their shares and warrants in favor of all other proposals.

What will happen in the Merger?

        At the closing of the merger, Kennedy-Wilson Holders, will receive an aggregate of 26 million shares of Prospect common stock (each
share of Kennedy-Wilson common stock shall automatically convert into the right to receive 3.8031 shares of Prospect common stock and each
share of Kennedy-Wilson preferred stock shall automatically convert into the right to receive 105.6412 shares of Prospect common stock),
minus any dissenting shares.

Do I have conversion rights?

        Pursuant to Prospect's amended and restated certificate of incorporation, if you are a holder of public shares, you have the right to
affirmatively vote against the merger and the merger proposal and demand that Prospect convert your shares into a pro rata portion of the trust
account in which a substantial portion of the net proceeds of the IPO are held. Prospect sometimes refers to these rights to vote against the
merger and demand conversion of the public shares into a pro rata portion of the trust account as "conversion rights."

How do I exercise my conversion rights?

        If you are a holder of public shares, to exercise your conversion rights and receive cash for these shares, you must:

�
affirmatively vote against the merger proposal by proxy or in person at the special meeting of Prospect stockholders,

�
present written instructions to Prospect's transfer agent no later than one business day prior to the vote on the merger
proposal stating that you wish to convert your shares into cash and that you will continue to hold your shares through the
closing date of the merger,

�
continue to hold your shares through the closing date of the merger, and

�
tender your shares to Prospect's transfer agent within the period specified in a notice you will receive from or on behalf of
Prospect, which period will not be less than 20 days.
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        You may tender your shares by either delivering your stock certificate to the transfer agent or by delivering your shares electronically using
the Depository Trust Company's DWAC (Deposit/Withdrawal
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At Custodian) System. If the merger is not completed, then these shares will not be converted into cash.

        Any action that does not include an affirmative vote against the merger will prevent you from exercising your conversion rights. Your vote
on any proposal other than the merger proposal will have no impact on your right to seek conversion.

        You may exercise your conversion rights either by checking the box on the proxy card or by submitting your request in writing to
Prospect's secretary at the address listed at the end of this section. If you:

�
initially vote for the merger proposal but then wish to vote against it and exercise your conversion rights or

�
initially vote against the merger proposal and wish to exercise your conversion rights but do not check the box on the proxy
card providing for the exercise of your conversion rights or do not send a written request to Prospect to exercise your
conversion rights or

�
initially vote against the merger, but later wish to vote for it, you may request that Prospect send you another proxy card on
which you may indicate your intended vote.

        You may make such request by contacting Prospect at the phone number or address listed at the end of this section.

        Any corrected or changed proxy card or written demand of conversion rights must be received by Prospect's secretary no later than one
business day prior to the special meeting of Prospect stockholders.

        See the section entitled "Special Meeting of Warrantholders and Special Meeting of Prospect Stockholders�Conversion Rights" on page 78
for the additional procedures to be followed if you wish to convert your shares into cash.

        If properly demanded, Prospect will convert each public share into a pro rata portion of the trust account, including any interest earned
thereon, calculated as of two business days prior to the anticipated consummation of the merger. If, notwithstanding your negative vote, the
merger is completed and if you have also properly exercised your conversion rights, you will be entitled to receive a pro rata portion of the trust
account. As of October 9, 2009, there was approximately $247.7 million in the trust account, or approximately $9.91 per public share. If you
exercise your conversion rights, then you will be exchanging your shares of Prospect common stock for cash and will no longer own
these shares.

        The merger will not be consummated if the holders of 30% or more of the public shares (7,500,000 shares or more) properly demand
conversion of their shares into cash. If, however, no more than 30% of the outstanding public shares (minus one share) are converted
(7,499,999), Prospect may still consummate the merger and such payments to holders who exercise their conversion rights would total
approximately $74.1 million based on a conversion price of $9.88 per share.

        Exercise of your conversion rights does not result in either the exercise or loss of any Prospect warrants that you may hold. Your warrants
will continue to be outstanding following a conversion of your common stock and will become exercisable upon consummation of the merger. A
registration statement must be in effect to allow you to exercise any warrants you may hold or to allow Prospect to call the warrants for
redemption if the redemption conditions are satisfied. If the merger is not consummated and Prospect does not consummate an acquisition by
November 14, 2009, the warrants will not become exercisable and will be worthless.
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Do I have appraisal rights if I object to the proposed acquisition?

        No. Prospect stockholders do not have appraisal rights in connection with the merger under the Delaware General Corporation Law
("DGCL").

Do Kennedy-Wilson Holders have appraisal rights if they object to the proposed acquisition?

        Yes. Kennedy-Wilson Holders have appraisal rights under the DGCL. Kennedy-Wilson Holders who do not vote in favor of adopting the
merger, and who otherwise comply with the applicable provisions of Section 262 of the DGCL ("Section 262") will be entitled to exercise
appraisal rights under Section 262. Any shares held by a Kennedy-Wilson stockholder who has not voted in favor of the merger and who has
demanded appraisal for such shares in accordance with the DGCL will not be converted into a right to receive the merger consideration, unless
such Kennedy-Wilson Holder fails to perfect, withdraws or otherwise loses such Kennedy-Wilson Holder's right to appraisal under the DGCL.
If, after the consummation of the merger, such Kennedy-Wilson Holder fails to perfect, withdraws or otherwise loses such Kennedy-Wilson
Holder's right to appraisal, each such share will be treated as if it had been converted as of the consummation of the merger into a right to
receive the merger consideration.

        Under the merger agreement, if more than 10% of the outstanding shares of Kennedy-Wilson common stock or 10% of the outstanding
shares of Kennedy-Wilson preferred stock exercise appraisal rights, Prospect is not required to effect the merger. Prospect shall not waive this
condition if the number of outstanding shares of Kennedy-Wilson common stock or preferred stock for which holders exercise appraisal rights is
such that, pursuant to the transactions contemplated by the merger agreement, Prospect will not be acquiring "control" of Kennedy-Wilson as
defined in Section 368(c) of the of the Internal Revenue Code of 1986, as amended (the "Code"), solely in exchange for Prospect common stock.

        Kennedy-Wilson's holders of common stock may also have appraisal rights under Chapter 13 of the California General Corporation Law
(the "CGCL"). Any stockholder who does not vote in favor of the merger and remains a holder of Kennedy-Wilson common stock at the
effective time of the merger may, by complying with the procedures set forth in Chapter 13 of the CGCL and sending Kennedy-Wilson a written
demand for appraisal before the vote is taken by Kennedy-Wilson stockholders on the merger agreement, be entitled to seek appraisal of the fair
value of their shares as determined by the proper California superior court. These appraisal rights are contingent upon consummation of the
merger.

What happens to the funds deposited in the trust account after consummation of the Merger?

        As of October 9, 2009, approximately $247.7 million was held in deposit in the trust account. Upon consummation of the merger, the funds
in the trust account will be released to Prospect and used by Prospect to pay stockholders who properly exercise their conversion rights, to pay
warrantholders in connection with the cash exchange, for expenses it incurred in pursuing its business combination, and for working capital and
general corporate purposes. Such expenses include $6,000,000 that will be paid to the underwriters of Prospect's IPO for deferred underwriting
compensation (the underwriters have agreed to forgo $4,000,000 of deferred underwriting compensation otherwise payable to them in
connection with, and in accordance with the terms of, the underwriting agreement for the IPO), plus $3,000,000 in cash to Citigroup Global
Markets Inc. ("Citigroup") for acting as Prospect's financial advisor in connection with the merger, plus the reimbursement of reasonable
out-of-pocket expenses not to exceed $30,000, and $90,000, plus the reimbursement of reasonable out-of-pocket expenses not to exceed $5,000,
to Houlihan Smith & Company, Inc. ("Houlihan Smith") for the fairness opinions it issued in connection with the merger. De Guardiola
Advisors, Inc. ("De Guardiola") also will receive a fee of $1,500,000, plus the reimbursement of reasonable out-of-pocket expenses, as well as
250,000
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shares of Prospect common stock (to be held by its parent company, De Guardiola Holdings, Inc.) for acting as Prospect's financial advisor in
connection with the merger.

What happens to Prospect units, common stock and public warrants after consummation of the Merger?

        Prospect common stock, public warrants and units are quoted on AMEX under the symbols "PAX" for the common stock, "PAX.W," for
the public warrants and "PAX.U" for the units. Prospect's units, common stock and public warrants will continue to trade on the NYSE
AMEX LLC (formerly known as the American Stock Exchange) ("AMEX"), upon consummation of the merger. Prospect intends to apply for
re-listing on AMEX upon the consummation of the merger. If Prospect's securities are re-listed on AMEX, the symbols may change to symbols
that are reasonably representative of the post-merger company's corporate name. In addition, the public warrants will become exercisable upon
consummation of the merger in accordance with their terms as amended by the warrant amendment.

What happens if the Merger is not consummated?

        Prospect must liquidate if it does not consummate the merger by November 14, 2009. In any liquidation of Prospect, the funds deposited in
the trust account, plus any interest earned thereon, less claims requiring payment from the trust account by creditors who have not waived their
rights against the trust account, if any, will be distributed pro rata to the holders of public shares. Holders of Prospect common stock issued prior
to the IPO, including all of Prospect's officers and directors, have waived any right to any liquidation distribution with respect to these shares.
Although both the per share liquidation price and the per share conversion price are equal to the amount of funds in the trust account divided by
the number of public shares, the amount a holder of public shares would receive at liquidation may be more or less than the amount such a
holder would have received had it sought conversion of its shares in connection with the merger because (A) there may be greater earned interest
in the trust account at the time of a liquidation distribution since it may occur at a later date than a conversion and (B) Prospect may incur
expenses that it would otherwise would not incur if Prospect consummates the merger, including, potentially, claims requiring payment from the
trust account by creditors who have not waived their rights against the trust account.

What is the date, time and place of the special meeting of Prospect warrantholders and the special meeting of Prospect stockholders?

        The special meeting of Prospect warrantholders will be held at 8:30 a.m., Eastern time, on November 13, 2009 and the special meeting of
Prospect stockholders will be held at 9:00 a.m., Eastern time, on November 13, 2009, both at 9130 Galleria Court, Suite 318, Naples, FL 34109.

What is the date, time and place of the meeting of Kennedy-Wilson's stockholders?

        Kennedy-Wilson's stockholders have not yet voted on the merger. As soon as practicable following the effectiveness of this proxy
statement/prospectus, Kennedy-Wilson will seek to obtain the written consent of its common stockholders to approve the merger.

When do you expect the Merger to be completed?

        Assuming that all regulatory approvals have been obtained, it is currently anticipated that the merger will be completed on November 13,
2009, immediately following the special meeting of Prospect stockholders and the special meeting of warrantholders, both to be held on
November 13, 2009 and after Kennedy-Wilson obtains the written consent of its common stockholders to approve the merger. For a description
of the conditions to the completion of the merger, see the section entitled "The Merger Agreement�Conditions to Closing of the Merger" on
page 150 for additional information.
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What do I need to do now?

        Prospect urges you to read carefully and consider the information contained in this proxy statement/prospectus, including the "Risk
Factors" on page 46 and annexes, and to consider how the merger will affect you as a stockholder of Prospect or how the warrant amendment
will affect you as a warrantholder of Prospect, as the case may be. You should then vote as soon as possible in accordance with the instructions
provided in this proxy statement/prospectus and on the enclosed proxy card, or if you hold your shares or warrants through a brokerage firm,
bank or other nominee, on the voting instruction form provided by the broker, bank or nominee.

What is a "proxy?"

        A proxy is your legal designation giving another person permission to vote the shares or warrants you own. The person you designate is
called your "proxy," and the document that designates someone as your proxy is called a "proxy" or "proxy card." A proxy card is included with
this proxy statement/prospectus. When you sign the proxy card, you designate James J. Cahill and David A. Minella as your proxies at the
special meeting of Prospect stockholders and special meeting of Prospect warrantholders.

Who is paying for this proxy statement/prospectus and the solicitation of my proxy, and how are proxies solicited?

        Prospect will pay the cost of soliciting proxies for both the special meeting of Prospect stockholders and special meeting of Prospect
warrantholders. Proxies may be solicited on behalf of Prospect by directors, officers or employees of Prospect in person or by mail, telephone, or
facsimile or other means of communication. In addition, brokerage firms, banks and other custodians, nominees and fiduciaries will send copies
of these proxy materials to the beneficial owners of the stock held by them. Prospect will reimburse these institutions for the reasonable costs
they incur to do so. Prospect has retained Morrow & Co., LLC ("Morrow"), for an initial fee of $12,500, plus out-of-pocket expenses, to assist in
the solicitation of proxies and provide proxy solicitation services. Prospect will pay Morrow an additional fee of $25,000 upon successful
completion of the merger and a $2,500 fee to act as inspector of the elections to be paid after the special meeting of Prospect warrantholders and
special meeting of Prospect stockholders.

What is the record date?

        You are entitled to vote or direct votes to be cast at the special meeting of Prospect stockholders or special meeting of Prospect
warrantholders, as the case may be, if you owned shares of Prospect common stock or Prospect warrants at the close of business on October 26,
2009, which is the record date for the special meeting of Prospect stockholders and the special meeting of Prospect warrantholders. On the
record date, there were 31,250,000 shares of Prospect common stock outstanding, of which 25,000,000 are public shares and 6,250,000 are
shares held by the Prospect founders that were acquired prior to the IPO. On the record date, there were 30,250,000 Prospect warrants
outstanding, of which 25,000,000 are public warrants (of which 200,000 are held by a Prospect founder) and 5,250,000 are sponsors warrants
held by the sponsors. Immediately prior to and subject to consummation of the merger, 4,750,000 founder shares will be cancelled and forfeited.
As a result of this forfeiture, at the consummation of the merger, the founders will own 1,500,000 shares of Prospect common stock.

How do I vote?

        If you are a holder of record of Prospect common stock or Prospect warrants at the close of business on October 26, 2009 (the record date),
you will have one vote for each share of Prospect common stock you own and one vote for each share of common stock issuable upon exercise
of your

11

Edgar Filing: Prospect Acquisition Corp - Form 424B2

20



Table of Contents

Prospect warrants (with respect to the special meeting of Prospect warrantholders). You may vote in person at the special meeting of Prospect
stockholders or at the special meeting of Prospect warrantholders, as the case may be, or by submitting a proxy. You may submit your proxy by
completing, signing, dating and returning the enclosed proxy card in the accompanying pre-addressed postage paid envelope or use the
telephone or Internet procedures provided to you by your broker or bank. If you hold your shares or warrants in "street name," which means your
shares or warrants are held of record by a broker, bank or nominee, your broker, bank or nominee may provide you with voting instructions
(including any instructions for voting by telephone or Internet). Prospect has confirmed that approximately 99% of street name holders will have
access to telephone and Internet voting and that such access will continue until 11:59 p.m. Eastern time on the day before the special meetings,
after which time you must contact your bank, broker or nominee to vote or change your vote. You should contact your broker, bank or nominee
in advance to ensure that votes related to the warrants or shares you beneficially own are properly counted. In this regard, you must provide the
record holder of your shares or warrants with instructions on how to vote your shares or, if you wish to attend the special meeting of Prospect
stockholders or the special meeting of Prospect warrantholders and vote in person, obtain a proxy from your broker, bank or nominee. You may
also be represented by another person at these meetings by executing a proper proxy designating that person. If you hold your shares or warrants
through a bank, broker or nominee, you must obtain a legal proxy from your broker, bank or nominee and present it to the inspector of elections
with your ballot to be able to vote in person at the special meeting of Prospect stockholders or special meeting of Prospect warrantholders.

What is a "holder of record?"

        If your shares are registered in your name with Prospect's transfer agent, Continental Stock Transfer & Trust Company, then you are
considered the holder of record for those shares. If your warrants are registered in your name with Prospect's warrant agent, Continental Stock
Transfer & Trust Company, then you are considered the holder of record for those warrants. Prospect sends proxy materials directly to all
holders of record.

If my shares or warrants are held in "street name," will my broker, bank or nominee automatically vote my shares or warrants for me?

        No. Except with respect to the election of directors, your broker, bank or nominee cannot vote your shares or warrants unless you provide
instructions on how to vote in accordance with the information and procedures provided to you by your broker, bank or nominee.

What will happen if I abstain from voting or fail to vote at the special meeting of Prospect warrantholders or special meeting of prospect
stockholders?

        Prospect will count a properly executed proxy marked "ABSTAIN" with respect to a particular proposal as present for purposes of
determining whether a quorum is present at the special meeting of Prospect stockholders. For purposes of approval, an abstention or failure to
vote on the merger proposal will have the same effect as a vote "AGAINST" the proposal, but will preclude you from having your shares
converted into cash. In order to exercise your conversion rights, you must cast a vote against the merger, make an election on the proxy card to
convert such shares of common stock and follow the instructions under "Special Meeting of Prospect Warrantholders and Special Meeting of
Prospect Stockholders�Conversion Rights" on page 78.

        An abstention from the warrant amendment proposal, the charter amendment�name change proposal, the charter amendment�share increase
proposal, the charter amendment�existence proposal, the charter amendment�revisions proposal, the merger proposal and the equity participation
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plan proposal will have the same effect as a vote "AGAINST" these proposals, but will have no effect on the director election proposal.

If I am not going to attend the special meeting of Prospect warrantholders or the special meeting of Prospect stockholders in person, should
I return my proxy card instead?

        Yes. Whether or not you plan to attend the special meeting of Prospect warrantholders or the special meeting of Prospect stockholders, after
carefully reading and considering the information contained in this proxy statement/prospectus, please complete and sign your proxy card and
return the proxy card in the pre-addressed postage-paid envelope provided herewith or follow the voting instructions (including any telephone or
Internet voting instructions) provided by your broker or bank if your shares are held in "street name," so your shares or warrants, as the case may
be, may be represented at the special meeting of Prospect warrantholders or the special meeting of Prospect stockholders.

May I change my vote after I have mailed my signed proxy card?

        Yes. Send a later-dated, signed proxy card to Prospect's secretary at the address set forth below so that it is received by Prospect's secretary
prior to the special meeting of Prospect stockholders or the special meeting of Prospect warrantholders, attend the special meetings in person and
vote or follow the voting instructions (including any telephone or Internet voting instructions) provided by your broker or bank if your shares are
held in "street name," in each case in accordance with the instructions provided under the "Special Meeting of Prospect Warrantholders and
Special Meeting of Prospect Stockholders on page 73." Street name holders with access to telephone and Internet voting may change their vote
until 11:59 p.m. Eastern time on the day before the special meetings, after which time a street name holder must contact his bank, broker or
nominee to change his vote. You also may revoke your proxy by sending a notice of revocation to Prospect's secretary, which must be received
by Prospect's secretary at least one day prior to the special meeting of Prospect stockholders and the special meeting of Prospect warrantholders.

Who will count the votes?

        A representative of Prospect will tabulate votes cast by proxy and be appointed to act as the inspector of elections and tabulate votes cast in
person at both the special meeting of Prospect warrantholders and the special meeting of Prospect stockholders.

What should I do with my stock certificates?

        Prospect stockholders who do not elect to have their shares converted into a pro rata share of the trust account should not submit their stock
certificates now or after the merger, because their shares will not be converted or exchanged in the merger. Prospect stockholders who vote
against the merger and exercise their conversion rights must deliver their stock to Prospect's transfer agent (either physically or electronically) as
instructed by Prospect and set forth in this proxy statement/prospectus on page 78.

What should I do if I receive more than one set of voting materials?

        You may receive more than one set of voting materials, including multiple copies of this proxy statement/prospectus and multiple proxy
cards or voting instruction cards. For example, if you hold your shares or warrants in more than one brokerage account, you will receive a
separate voting instruction card for each brokerage account in which you hold shares or warrants. If you are a holder of record and your shares or
warrants are registered in more than one name, you will receive more
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than one proxy card. Please complete, sign, date and return each proxy card and voting instruction card that you receive in order to cast a vote
with respect to all of your Prospect shares or warrants.

Who can help answer my questions?

        If you have questions about the merger or if you need additional copies of the proxy statement/prospectus or the enclosed proxy cards,
please contact:

James J. Cahill
Prospect Acquisition Corp.
9130 Galleria Court, Suite 318
Naples, Florida 34109
Tel: (239) 254-4481

        To obtain timely delivery, Prospect stockholders and Prospect warrantholders must request the materials no later than November 5, 2009.

        You may also obtain additional information about Prospect from documents filed with the SEC by following the instructions in the section
entitled "Where You Can Find More Information" on page 296. If you intend to vote against the merger and seek conversion of your shares, you
will need to deliver your stock (either physically or electronically) to Prospect's transfer agent after the special meeting of Prospect stockholders
and after receiving delivery instructions from or on behalf of Prospect. If you intend to elect to continue to hold your amended warrant, you will
need to deliver your warrants (either physically or electronically) to Prospect's transfer agent no later than the business day prior to the special
meeting of Prospect warrantholders. If you have questions regarding the certification of your position or delivery of your stock or warrants,
please contact:

Mark Zimkind
Continental Stock Transfer & Trust Company
17 Battery Place
New York, New York 10004
(212) 845-3287

        If you have any questions about how to submit your proxy or if you need additional copies of this proxy statement/prospectus, the enclosed
proxy cards or voting instructions, you should contact Morrow, Prospect's third-party proxy solicitor, which is assisting Prospect in the
solicitation of proxies, at:

Morrow & Co., LLC
470 West Avenue, Stamford, Connecticut 06902
Telephone: (800) 662-5200
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 FORWARD-LOOKING STATEMENTS

        Prospect and Kennedy-Wilson believe that some of the information in this proxy statement/prospectus constitutes forward-looking
statements within the definition of the Private Securities Litigation Reform Act of 1995. However, because Prospect is a "blank check"
company, the safe-harbor provisions of that act do not apply to statements made in this proxy statement/prospectus. You can identify these
statements by forward-looking words such as "may,""expect," "anticipate," "contemplate," "believe," "estimate," "intend," "seek" and "continue"
or similar words. You should read statements that contain these words carefully because they:

�
discuss future expectations and the future financial performance of Prospect following the merger;

�
discuss the anticipated benefits of the merger;

�
contain projections of future results of operations or financial condition; or

�
state other "forward-looking" information.

        Prospect and Kennedy-Wilson believe it is important to communicate their expectations to their stockholders. However, there may be
events in the future that they are not able to predict accurately or over which they have no control. The risk factors and cautionary language
discussed in this proxy statement/prospectus provide examples of risks, uncertainties and events that may cause actual results to differ materially
from the expectations described by Prospect or by Kennedy-Wilson in such forward-looking statements, including among other things:

�
the number and percentage of Prospect stockholders voting against the merger proposal and seeking conversion and
Prospect's ability to consummate the merger;

�
Prospect's expectations regarding consummation and timing of the merger and related transactions, including satisfaction of
the closing conditions of the merger;

�
Prospect's ability to effect the warrant amendment proposal;

�
the receipt of necessary regulatory approvals;

�
Prospect's ability to dissolve and liquidate in a timely manner and as anticipated, if necessary;

�
the post-merger company's expectations regarding competition;

�
difficulties encountered in integrating the merged businesses;

�
the amount of cash on hand available to the post-merger company after the merger;

�
Kennedy-Wilson's revenues and operating performance;

�
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general economic conditions;

�
industry trends;

�
real estate values and prices;

�
changes adversely affecting the businesses in which Kennedy-Wilson is engaged;

�
legislation or regulatory requirements or changes affecting the businesses in which Kennedy-Wilson is engaged;

�
management of growth;

�
Kennedy-Wilson's business strategy and plans;

�
fluctuations in customer demand;
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�
the result of future financing efforts;

�
the reduction of the proceeds held in the trust account due to third-party claims;

�
dependence on key personnel;

�
conflicts of interest of officers, directors and sponsors (as described herein); and

�
costs of complying with United States securities laws and regulations.

        You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of this proxy
statement/prospectus.

        All forward-looking statements included herein attributable to any of Prospect, Kennedy-Wilson or any person acting on either party's
behalf are expressly qualified in their entirety by the cautionary statements contained or referred to in this section. Except to the extent required
by applicable laws and regulations, Prospect and Kennedy-Wilson undertake no obligations to update these forward-looking statements to reflect
events or circumstances after the date of this proxy statement/prospectus or to reflect the occurrence of unanticipated events.

        Before you grant your proxy or instruct how your vote should be cast or vote on the merger proposal or any of the other proposals, you
should be aware that the occurrence of the events described in the "Risk Factors" section on page 46 and elsewhere in this proxy
statement/prospectus may adversely affect Prospect and/or Kennedy-Wilson.

        The inclusion of financial projections in this proxy statement/prospectus should not be regarded as an indication that Prospect's board of
directors, Kennedy-Wilson's board of directors or any other recipient of the information considered, or now considers, them to be a reliable
prediction of future results. The financial projections were not prepared with a view towards public disclosure or with a view to complying with
the published guidelines of the SEC, the guidelines established by the American Institute of Certified Public Accountants with respect to
prospective financial information or with U.S. generally accepted accounting principles. Neither Prospect's independent auditors, nor any other
independent accountants, have complied, examined or performed any procedures with respect to the financial projections, nor have they
expressed any opinion or any other form of assurance on such information or its achievability. Prospect is under no obligation, and expressly
disclaims any intention or obligation, to update or revise the financial projections presented, whether as a result of new information, future
events or otherwise, except as required by applicable law.

        Although the financial projections were prepared based on assumptions and estimates that Kennedy-Wilson's management believed were
reasonable at the time, Prospect provides no assurance that the assumptions made in preparing the financial projections will prove accurate or
that actual results will be consistent with these financial projections. Projections of this type involve significant risks and uncertainties, should
not be read as guarantees of future performance or results and will not necessarily be accurate indicators of whether or not such results will be
achieved. A number of factors could cause actual results to differ materially from the financial projections, including but not limited to industry
performance, general business, economic, regulatory, market and financial conditions, as well as changes to the post-merger company's business,
financial condition or results of operations, including but not limited to the factors described above.
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 SUMMARY OF THE PROXY STATEMENT/PROSPECTUS

This summary highlights selected information from this proxy statement/prospectus and does not contain all of the information that is
important to you. To better understand the merger, you should read this entire document carefully, including "Risk Factors," on page 46, the
merger agreement, as amended, attached as Annex A, and all annexes and exhibits attached to this proxy statement/prospectus. The merger
agreement is the legal document that governs the merger and the other transactions that will be undertaken in connection with the merger. It is
also described in detail elsewhere in this proxy statement/prospectus.

        This proxy statement/prospectus is:

�
a proxy statement of Prospect for use in solicitation of proxies for the special meeting of Prospect warrantholders and the
special meeting of Prospect stockholders; and

�
a prospectus of Prospect relating to the issuance of shares of Prospect common stock in connection with the merger.

The Parties

Prospect

        Prospect is a blank check company organized under the laws of the State of Delaware formed on July 9, 2007 to serve as a vehicle to effect
a merger, capital stock exchange, asset acquisition or other similar business combination with an operating business in the financial services
industry. Other than interest income, Prospect has generated no revenue to date. Since its IPO, Prospect has been actively engaged in identifying
a suitable business combination candidate.

        If Prospect does not complete the merger by November 14, 2009, its corporate existence will terminate and it will liquidate and promptly
distribute to its public stockholders the amount in the trust account plus any remaining non-trust account funds after payment of its liabilities.

        The mailing address of Prospect's principal executive office is 9130 Galleria Court, Suite 318, Naples, FL 34109. Its telephone number is
(239) 254-4481 and its website is http://www.prospectac.com. After the consummation of the merger, the post-merger company's principal
executive office will be located at 9701 Wilshire Blvd., Suite 700, Beverly Hills, CA 90210 and its telephone number will be (310) 887-6400.

Merger Sub

        Merger Sub, a corporation organized under the laws of the State of Delaware on September 2, 2009, is a wholly-owned subsidiary of
Prospect. Merger Sub was formed by Prospect to consummate the merger. In the merger, Merger Sub will merge with and into Kennedy- Wilson
with Kennedy-Wilson continuing as the surviving corporation and becoming a direct wholly-owned subsidiary of Prospect. Merger Sub will
cease to exist upon the consummation of the merger.

        The mailing address of Merger Sub's principal executive office is 9130 Galleria Court, Suite 318, Naples, Florida 34109.

Kennedy-Wilson

        Founded in 1977, Kennedy-Wilson is a diversified, international real estate company that provides investment and real estate services.
Kennedy-Wilson has grown from an auction business in one office into a vertically-integrated operating company with over 300 professionals in
21 offices throughout the U.S. and Japan. Kennedy-Wilson is an industry leader, currently owning real estate (through its closed-end funds and
joint ventures) and managing over 40 million square feet of residential, multifamily and commercial real estate, including 10,000 apartment
units, throughout the U.S. and Japan. See the section entitled "Business of Kennedy-Wilson" on page 211 for additional information.
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        In June 2009, a joint venture of which Kennedy-Wilson's Residential Condominium Group has a 50.5% ownership interest, acquired 149
unsold units in The Mercury, a Los Angeles condominium property. As of October 16, 2009, the joint venture sold and closed escrow on
97 units generating a net gain on sale after expenses of approximately $12 million. As of the same date, an additional 26 units are under contract.
Although no assurances can be provided, Kennedy-Wilson anticipates that all or substantially all of the remaining units will be sold.

        In August 2009, a joint venture in which Kennedy-Wilson's Japanese Multi-family Group has a 35% interest, reduced the balance
outstanding of a portfolio loan in the amount of $16 million with a payoff of the loan for $10 million, generating a net benefit to
Kennedy-Wilson of $2.1 million.

        In October 2009, Kennedy-Wilson entered into an agreement in principle with a multi-strategy private equity firm to form a joint venture
with a non-binding equity commitment of up to approximately $108 million (including up to approximately $8.1 million from Kennedy-Wilson),
to pursue acquisition and repositioning opportunities of distressed assets with a focus on residential condominium projects. The agreement in
principle is non-binding and the formation of the joint venture is subject to, among other things, execution of a definitive agreement and
satisfactory due diligence. Further, to date the proposed joint venture does not have any commitments. No assurance can be provided that the
parties will enter into a definitive agreement to form the joint venture or, if the joint venture is formed, obtain all or any of the $108 million
commitments.

        In October 2009, Kennedy-Wilson entered into an agreement in principle with Deutsche Bank Securities Inc. ("Deutsche Bank") to form a
partnership with a total non-binding commitment of up to $500 million (up to approximately $450 million from Deutsche Bank and up to
approximately $50 million from Kennedy-Wilson), to finance and acquire distressed real estate debt and to source and finance commercial and
multifamily whole loan origination opportunities on the west coast. The agreement in principle is non-binding and the formation of the
partnership is subject to, among other things, execution of a definitive agreement and satisfactory due diligence. To date the proposed
partnership does not have any commitments. No assurance can be provided that the parties will enter into a definitive agreement to form the
partnership or, if the partnership is formed, obtain all or any of the $500 million commitments.

        Kennedy-Wilson's principal executive offices are located at 9701 Wilshire Blvd., Suite 700, Beverly Hills, CA 90212 and its telephone
number is (310) 887-6400. Kennedy-Wilson's website is http://www.KennedyWilson.com. The information contained in, or that can be accessed
through, its website is not part of this proxy statement/prospectus and should not be relied upon in determining whether to vote in favor of the
proposals.

The Warrant Amendment Proposal

        Prospect proposes amending the warrant agreement for all of Prospect's public warrants and sponsors warrants. Based on the closing market
price of $0.28 per public warrant on September 8, 2009, the last trading day prior to the announcement of the merger agreement, the public
warrants had an aggregate value of $7,000,000. Based on the closing market price of $ 0.55 per public warrant on October 26, 2009 (the record
date), the public warrants had an aggregate value of $13,750,000.

        If the warrant amendment proposal is not approved at the special meeting of Prospect warrantholders, the merger proposal will not be
presented to Prospect stockholders for a vote. If the merger is not consummated and Prospect does not consummate any other business
combination by November 14, 2009, Prospect will be required to liquidate and the Prospect warrants will expire and become worthless. See the
section entitled "The Warrant Amendment Proposal" on page 86 for more information.
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The Merger and the Merger Proposal

        The merger agreement provides for a business combination transaction by means of the merger of Merger Sub with and into
Kennedy-Wilson, with Kennedy-Wilson continuing as the surviving corporation and becoming a direct wholly-owned subsidiary of Prospect. At
the closing, the Kennedy-Wilson Holders will receive an aggregate of 26 million shares of Prospect common stock minus any dissenting shares.
Based on the closing market price of $9.79 per share on September 8, 2009, the last trading day of Prospect common stock prior to the
announcement of the merger agreement, the merger shares had an aggregate value of $254.5 million. Based on the closing market price of
Prospect common stock of $9.90 per share on October 26 (the record date), the merger shares had an aggregate value of $257.4 million. If a
fractional share is required to be issued to a Kennedy-Wilson Holder, Prospect will round up to the nearest whole share in lieu of issuing
fractional shares. Upon completion of the merger, assuming that none of the shares that Prospect issued during its initial public offering, referred
to herein as the "public shares," are converted into cash, the Kennedy-Wilson Holders will own approximately 47.2% of the shares of Prospect
common stock outstanding immediately after the closing of the merger, the current Prospect stockholders will own approximately 48.1% and the
other new Prospect stockholders (including recipients of awards under the 2009 Plan, defined below) will own approximately 4.7% of Prospect's
outstanding common stock. If 29.99% of the holders of public shares elect to convert their shares into cash, such percentages would be 54.6%,
39.9% and 5.5%, respectively.

        Prospect and Kennedy-Wilson plan to complete the merger promptly after the special meetings of Prospect stockholders and
warrantholders, so long as, among other things:

�
holders of a majority of the outstanding public warrants have approved the warrant amendment proposal;

�
holders of a majority of the public shares present and eligible to vote thereon have approved the merger proposal;

�
holders of a majority of the outstanding shares of Prospect common stock eligible to vote thereon have approved each of the
charter amendment proposals;

�
holders of fewer than 30% of the public shares have voted against the merger proposal and demanded conversion of their
shares into cash;

�
all necessary governmental approvals or waiting periods have been obtained or expired, as applicable;

�
no more than 10% of either the outstanding shares of Kennedy-Wilson common stock or the outstanding shares of
Kennedy-Wilson preferred stock have exercised appraisal rights under the DGCL and the CGCL with respect to the
transactions contemplated by the merger agreement, provided that Prospect shall not waive this condition if the number of
outstanding shares of Kennedy-Wilson common stock or preferred stock for which holders exercise appraisal rights is such
that, pursuant to the transactions contemplated by the merger agreement, Prospect will not be acquiring "control" of
Kennedy-Wilson as defined in Section 368(c) of the Code, solely in exchange for Prospect common stock; and

�
the other conditions specified in the merger agreement have been satisfied or waived.

        After consideration of the factors identified and discussed in the section entitled "The Merger Proposal�Prospect's Board of Directors'
Reasons for the Approval of the Merger" on page 103, Prospect's board of directors concluded that the merger met all of the requirements
disclosed in Prospect's Registration Statement on Form S-1 (Reg. No. 333-145110), that became effective on November 14, 2007, including that
Kennedy-Wilson has a fair market value of at least 80% of the balance of Prospect's trust account (excluding the amount held in the trust
account representing a portion of the underwriters' discount). Although the portion of Kennedy-Wilson's business relating to investments in real
estate is not within the financial services industry as described in the registration statement for
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Prospect's initial public offering, on balance, Prospect's board of directors determined that pursuing a transaction with Kennedy-Wilson was
consistent with the disclosure regarding Prospect's target business in the registration statement because the majority of Kennedy-Wilson's
revenues are derived from services of the sort described as falling within the asset management services sector of the financial services industry.
In addition, Prospect's board of directors determined that the portion of Kennedy-Wilson's business relating to investments in real estate is
well-positioned to capitalize on buying opportunities presented by current economic conditions.

        Upon completion of the merger, assuming that none of the holders of public shares elects to convert such shares into cash, the
Kennedy-Wilson Holders will own approximately 47.2% of the shares of Prospect common stock outstanding immediately after the closing of
the merger, the current Prospect stockholders will own approximately 48.1% and the other new Prospect stockholders (including recipients of
awards under the 2009 Plan) will own approximately 4.7% of Prospect's outstanding common stock. If 29.99% of the holders of public shares
elect to convert their shares into cash, such percentages would be 54.6%, 39.9% and 5.5%, respectively. The following table illustrates the
relative ownership of Prospect shares:

Post Merger Ownership Percentage

Kennedy-Wilson
Holders

Ownership

Current
Prospect

Stockholders
Ownership

Other New
Prospect

Stockholders(1)
Ownership

No Public Shares Elect Cash Conversion 47.2% 48.1% 4.7%
29.99% of Public Shares Elect Cash Conversion 54.6% 39.9% 5.5%

(1)
Includes recipients of awards under the 2009 Plan.

        If the merger proposal is not approved by Prospect's stockholders at the special meeting of Prospect stockholders, none of the stockholder
proposals will be presented at the special meeting of Prospect stockholders.

Fairness Opinion

        Prospect engaged Houlihan Smith to render an opinion that the consideration to be paid by Prospect in connection with the merger with
Kennedy-Wilson on the terms and conditions set forth in the merger agreement is fair to Prospect stockholders from a financial point of view
and that the fair market value of Kennedy-Wilson is at least 80% of the balance of Prospect's trust account (excluding the amount held in the
trust account representing a portion of the underwriters' discount). Houlihan Smith is an investment banking firm that regularly is engaged in the
evaluation of businesses and their securities in connection with acquisitions, corporate restructurings, private placements and for other purposes.
Prospect's board of directors decided to use the services of Houlihan Smith because it is a recognized investment banking firm that has
substantial experience in similar matters. The engagement letter provides that Prospect will pay Houlihan Smith a fee of $85,000 and will
reimburse Houlihan Smith for its reasonable out-of-pocket expenses, which will not exceed $5,000. Prospect also agreed to indemnify Houlihan
Smith in the event Houlihan Smith were to incur certain losses as a result of its engagement by Prospect. No material relationship exists or has
existed in the past between Houlihan Smith and Prospect or Kennedy-Wilson.

        Houlihan Smith delivered an oral presentation in conjunction with its written opinion to the board of directors of Prospect on September 5,
2009, which stated that, as of September 5, 2009, and based upon and subject to the assumptions made, matters considered, and limitations on its
review as set forth in the fairness opinion:

�
the merger consideration to be paid by Prospect for Kennedy-Wilson in conjunction with the merger is fair from a financial
point of view to the stockholders of Prospect, and
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�
the fair market value of Kennedy-Wilson is at least equal to 80% of the balance in Prospect's trust account (excluding the
amount held in the trust account representing a portion of the underwriters' discount).

        Houlihan Smith reaffirmed these statements in a bring-down letter as of October 22, 2009.

        The amount of the merger consideration was determined pursuant to negotiations between Prospect and Kennedy-Wilson and not pursuant
to recommendations of Houlihan Smith. The full text of the written opinions of Houlihan Smith, dated September 5, 2009 and October 22, 2009,
are attached as Annex F and are incorporated by reference into this proxy statement/prospectus. You are urged to read the Houlihan Smith
opinion carefully and in its entirety for a description of the assumptions made, matters considered, procedures followed and limitations on the
review undertaken by Houlihan Smith in rendering its opinion. See the section entitled "The Merger Proposal�Fairness Opinion" on page 124 for
additional information.

The Charter Amendment�Name Change Proposal

        The amendment and restatement of Prospect's amended and restated certificate of incorporation addressed by the charter amendment�name
change proposal would, upon consummation of the merger, change Prospect's corporate name to "Kennedy-Wilson Holdings, Inc." Prospect's
second amended and restated certificate of incorporation, as it is proposed to be amended and restated by each of the charter amendment
proposals, is attached as Annex D to this proxy statement/prospectus. Prospect encourages you to read it in its entirety. See the section entitled
"The Charter Amendment�Name Change Proposal" on page 171 for additional information.

The Charter Amendment�Share Increase Proposal

        If the charter amendment-share increase proposal is not approved by Prospect's stockholders at the special meeting of Prospect
stockholders, the merger will not be consummated. If the merger is not consummated and Prospect does not consummate any other business
combination by November 14, 2009, Prospect will be required to liquidate. The amendment and restatement of Prospect's amended and restated
certificate of incorporation addressed by the charter amendment�share increase proposal would, upon consummation of the merger, increase the
number of authorized shares of Prospect capital stock from 73,000,000 to 81,000,000. Prospect's second amended and restated certificate of
incorporation, as it is proposed to be amended and restated by each of the charter amendment proposals, is attached as Annex D to this proxy
statement/prospectus. Prospect encourages you to read it in its entirety. See the section entitled "The Charter Amendment�Share Increase
Proposal" on page 172 for additional information.

The Charter Amendment�Existence Proposal

        If the charter amendment�existence proposal is not approved by Prospect's stockholders at the special meeting of Prospect stockholders, the
merger will not be consummated. If the merger is not consummated and Prospect does not consummate any other business combination by
November 14, 2009, Prospect will be required to liquidate. The amendment and restatement of Prospect's amended and restated certificate of
incorporation addressed by the charter amendment�existence proposal would, upon consummation of the merger, provide for Prospect's perpetual
existence. Prospect's second amended and restated certificate of incorporation, as it is proposed to be amended and restated by each of the
charter amendment proposals, is attached as Annex D to this proxy statement/prospectus. Prospect encourages you to read it in its entirety. See
the section entitled "The Charter Amendment�Existence Proposal" on page 173 for additional information.
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The Charter Amendment�Revisions Proposal

        The amendment and restatement of Prospect's amended and restated certificate of incorporation addressed by the charter
amendment�revisions proposal would, upon consummation of the merger, delete and replace Article Sixth of Prospect's current amended and
restated certificate of incorporation and renumber accordingly and make certain other changes in tense and numbers that Prospect's board of
directors believes are immaterial.

        With respect to the charter amendment�revisions proposal, Article Sixth and its preamble relate to the operation of Prospect as a blank check
company prior to the consummation of a business combination and will not be applicable after consummation of the merger. Clause A of Article
Sixth requires that the business combination be submitted to Prospect's stockholders for approval under the DGCL and be approved by the vote
of a majority of the public shares present at the special meeting of Prospect stockholders in person or by proxy and eligible to vote thereon,
provided that the business combination shall not be consummated if the holders of 30% or more of the public shares exercise their conversion
rights. Clause B of Article Sixth provides that the proceeds of Prospect's IPO and the sale of the sponsors warrants are to be deposited in the trust
account. Clause C of Article Sixth specifies the procedures for exercising conversion rights. Clause D of Article Sixth provides that Prospect
shall take action to liquidate if it does not consummate an initial business combination prior to the "Termination Date" (November 14, 2009).
Clause E of Article Sixth provides that holders of public shares are entitled to receive distributions from Prospect's trust account only if a
business combination is not consummated by the "Termination Date" or by demanding conversion in accordance with Clause C. Clause F of
Article Sixth provides that Prospect must consummate the "Business Combination," as defined in the preamble of Article Sixth, before Prospect
can consummate any other type of business combination. Clause G of Article Sixth provides that Prospect shall not, and no employee of
Prospect shall, disburse any funds from the trust account other than set forth in such clause. Clause H of Article Sixth provides the procedure by
which Prospect's audit committee must approve all payments to Prospect's initial stockholders, sponsors, officers, directors and their or
Prospect's affiliates. Clause I of Article Sixth provides the procedure by which the audit committee is required to review and monitor compliance
with the requirements of the agreements entered into by Prospect in connection with its IPO. Clause J of Article Sixth prohibits Prospect's board
of directors from issuing any securities (other than those issued in the IPO) that would participate in the proceeds of the trust account or vote as a
class with the common stock on a business combination prior to the consummation of the initial business combination. Clause K of Article Sixth
permits Prospect to have a classified board of directors prior to the business combination. See the section entitled "The Charter
Amendment�Revisions Proposal" on page 174 for additional information.

        Prospect's second amended and restated certificate of incorporation, as it is proposed to be amended and restated by each of the charter
amendment proposals, is attached as Annex D to this proxy statement/prospectus. Prospect encourages you to read it in its entirety. See the
section entitled "The Charter Amendment�Revisions Proposal" on page 174 for additional information.

The Equity Participation Plan Proposal

        If the equity participation plan proposal is approved, up to 2,475,000 shares of Prospect common stock would be reserved for issuance to
executive officers (including executive officers who are also directors), employees, directors and consultants in accordance with the terms of the
2009 Plan. The purpose of the 2009 Plan is to provide Prospect's directors, executive officers and other employees as well as consultants who,
by their position, ability and diligence are able to make important contributions to Prospect's growth and profitability, with an incentive to assist
Prospect in achieving its long-term corporate objectives, to attract and retain executive officers and other employees of outstanding competence
and to provide such persons with an opportunity to acquire an equity interest in Prospect. The 2009 Plan is attached as Annex E to this proxy
statement/prospectus. Prospect
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encourages you to read the 2009 Plan in its entirety. See the section entitled "The Equity Participation Plan Proposal" on page 176 for
additional information.

The Director Election Proposal

        At the special meeting of Prospect stockholders, stockholders will be asked to vote to elect seven directors to Prospect's board of directors
effective immediately following and contingent upon closing of the merger, of whom two will serve until the annual meeting of Prospect
stockholders to be held in 2010, two will serve until the annual meeting of Prospect stockholders to be held in 2011 and three will serve until the
annual meeting of Prospect stockholders to be held in 2012 and, in each case, until their successors are elected and qualified.

        Following the consummation of the merger, if management's nominees are elected, the directors of Prospect will be classified as follows:

�
Cathy Hendrickson and Thomas Sorell in the class to stand for reelection in 2010;

�
Jerry Solomon and David A. Minella in the class to stand for reelection in 2011; and

�
William J. McMorrow, Kent Mouton and Norman Creighton in the class to stand for reelection in 2012.

        If the merger proposal, the charter amendment�share increase proposal or the charter amendment�existence proposal are not approved by
Prospect's stockholders at the special meeting of Prospect stockholders, the director election proposal and the equity participation plan proposal
will not be presented to the special meeting of stockholders for a vote and Prospect's current directors and executive officers will continue in
office.

Vote of Prospect's Founders

        The founders shares will be voted in accordance with the majority of the votes cast by Prospect stockholders with respect to the merger
proposal and in favor of all other proposals and for the election of directors of Prospect's nominees. If the founders or Prospect's officers and
directors purchase public shares from existing Prospect public stockholders that are likely to vote against the merger proposal or that are likely to
elect to exercise their conversion rights, the probability that the vote to approve the merger proposal will succeed would increase.

        As of October 26, 2009, the record date for the special meeting of Prospect stockholders, Michael Castine, a Prospect director, in his
personal capacity, Daniel Gressel, a Prospect director, in his personal capacity, Michael Downey, a Prospect director, in his personal capacity,
James Merchant, a Prospect director, in his personal capacity, James J. Cahill, Prospect's Secretary and Chief Financial Officer, in his personal
capacity, Flat Ridge Investments LLC, an entity affiliated with David A. Minella, Prospect's Chairman and Chief Executive Officer, LLM
Structured Equity Fund L.P. and LLM Investors L.P., entities affiliated with Patrick J. Landers, a director and President of Prospect, CMS
Platinum Fund, L.P. (formerly Capital Management Systems, Inc.), a corporation affiliated with William Landman, one of Prospect's directors,
and SJC Capital LLC, an entity affiliated with William Cvengros, a Prospect director, who are collectively referred to herein as the Prospect
"founders," beneficially owned and were entitled to vote 6,250,000 shares which were issued to them prior to the IPO, referred to herein as the
"founders shares." The founders shares issued to the Prospect founders constituted approximately 20% of the outstanding shares of Prospect
common stock immediately after the IPO.

        In connection with the IPO, Prospect and Citigroup entered into agreements with each of the Prospect founders (including its officers and
directors) pursuant to which each Prospect founder agreed to:

�
vote his or its founders shares on the merger proposal in accordance with the majority of the votes cast by the holders of
public shares, and
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�
waive any right to receive a liquidation distribution with respect to the founders shares in the event Prospect fails to
consummate the initial business combination.

        The Prospect founders (including its officers and directors) have also indicated that they intend to vote their founders shares in favor of all
other proposals being presented at the special meeting of Prospect stockholders. The founders shares have no liquidation rights and will be
worthless if no business combination is effected by Prospect. The Prospect founders have also indicated that they intend to vote their sponsors
warrants in favor of all the proposals being presented at the special meeting of Prospect warrantholders. The warrants will be worthless if no
business combination is effected by Prospect. In connection with the IPO, the Prospect founders entered into agreements with Citigroup
restricting the sale of their founders shares until one year after the date of the completion of the initial business combination or earlier if,
subsequent to the initial business combination:

�
the closing price of Prospect's common stock equals or exceeds $14.50 per share for any 20 trading days within any 30
trading day period, or

�
Prospect consummates a subsequent liquidation, merger, stock exchange or other similar transaction which results in all of
Prospect's stockholders having the right to exchange their shares of common stock for cash, securities or other property;

provided, however, that transfers can be made to permitted transferees who agree in writing to be bound by the same restrictions, agree to vote in
the same manner as a majority of the public stockholders who vote at the special or annual meeting called for the purpose of approving
Prospect's initial business combination and waive any rights to participate in any liquidating distribution if Prospect fails to consummate its
initial business combination. For so long as the founders shares are subject to such transfer restrictions they will be held in an escrow account
maintained by Continental Stock Transfer & Trust Company.

        As of the record date, the percentage of outstanding shares of Prospect common stock held by directors, executive officers and their
affiliates was 20%. Of these shares, 6,250,000 (20% of the outstanding shares of common stock) are founders shares which must be voted in
accordance with the majority of the votes case by the holders of public shares. Immediately prior to and subject to consummation of the merger,
4,750,000 founder shares will be cancelled and forfeited. As a result of this forfeiture, at the consummation of the merger, the founders will own
1,500,000 shares of Prospect common stock. As of the record date, the percentage of outstanding warrants held by directors, executive officers
and affiliates was 18% of which 200,000 public warrants are held by a founder and 5,250,000 are sponsors warrants held by the sponsors, which
are expected to be voted in favor of the warrant amendment proposal.

Conversion Rights

        See the section entitled "Special Meeting of Prospect Warrantholders and Special Meeting of Prospect Stockholders�Conversion Rights" on
page 78 for the procedures to be followed if you wish to convert your shares into cash.

Appraisal Rights

        See the section entitled "Appraisal Rights" on page 288 for the procedures to be followed to perfect your appraisal right and for additional
information.
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Rescission Rights

        A Prospect securityholder at the time of the closing of the merger that purchased Prospect units in the IPO (an "IPO Purchaser"), may have
securities law claims against Prospect for rescission or damages on the basis, for example, that the IPO Prospectus, did not disclose that Prospect
may seek to amend the terms of the warrant agreement and exchange a portion of its outstanding public warrants for cash proceeds released from
the trust account. Rescission would give a successful IPO Purchaser claimant the right to receive the total amount paid for his or her securities
pursuant to an allegedly deficient prospectus, plus interest and less any income earned on the securities, in exchange for surrender of the
securities. An IPO Purchaser who has properly exercised its conversion rights or appraisal rights will not be eligible for rescission in connection
with any securities law claims it may have against Prospect in connection with Prospect units purchased in the IPO. In addition, an IPO
Purchaser who purchased Prospect units in the IPO but who has separated its Prospect units into the component common stock and warrants and
no longer owns the common stock or warrants included in such Prospect units may not be entitled to rescission in connection with any such
securities law claims.

        A successful IPO Purchaser claimant for damages under federal or state law could be awarded an amount to compensate for the decrease in
value of his or her securities caused by the alleged violation (including, possibly, punitive damages), together with interest, while retaining such
securities. Such claims may entitle IPO Purchasers asserting them to up to $10.00 per Prospect unit, based on the initial offering price of the
Prospect units sold in the IPO, or $10.00 per share less any amount received from the sale or fair market value of the original public warrants
purchased as part of the Prospect units, plus interest from the date of the IPO. In the case of IPO Purchasers, this amount may be more than the
cash to which they are entitled upon exercise of their conversion rights or appraisal rights or upon liquidation of Prospect.

        In general, a person who contends that he or she purchased a security pursuant to a prospectus that contains a material misstatement or
omission must make a claim for rescission within the applicable statute of limitations period, which, for claims made under Section 12 of the
Securities Act and some state statutes, is one year from the time the claimant discovered or reasonably should have discovered the facts giving
rise to the claim, but not more than three years from the occurrence of the event giving rise to the claim. Claims under the anti-fraud provisions
of the federal securities laws must generally be brought within two years of discovery, but not more than five years after occurrence. Rescission
and damages claims would not necessarily be finally adjudicated by the time the merger is completed, and such claims would not be
extinguished by consummation of that transaction. See the section entitled "The Merger Proposal�Rescission Rights" on page 138 for additional
information about rescission rights.

Proxies

        Proxies may be solicited by mail, telephone or in person. Prospect's proxy solicitor is Morrow & Co., LLC who can be reached at 470 West
Avenue, Stamford, Connecticut. Its telephone number is (800) 662-5200.

        If you grant a proxy, you may still vote your shares or warrants in person if you revoke your proxy before the special meeting of Prospect
stockholders or special meeting of Prospect warrantholders. You may also change your vote by submitting a later-dated proxy as described in the
section entitled "Special Meeting of Prospect Warrantholders and Special Meeting of Prospect Stockholders�Revoking Your Proxy" on page 78.

Comparison of Rights of Stockholders of Prospect and Kennedy-Wilson

        Prospect and Kennedy-Wilson are incorporated under the laws of the State of Delaware. Upon consummation of the merger,
Kennedy-Wilson stockholders will become stockholders of Prospect.
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Prospect's amended and restated certificate of incorporation that will be in effect at the closing of the merger differs from Kennedy-Wilson's
amended and restated certificate of incorporation. For a more complete description of the differences between the rights of the stockholders of
Prospect and the rights of stockholders of Kennedy-Wilson, please refer to the section entitled "Comparison of Rights of Prospect and
Kennedy-Wilson Holders" on page 255.

Interests of Kennedy-Wilson's Directors and Executive Officers in the Merger

        When you consider the recommendation to vote in favor of approval of the merger proposal, you should be aware that certain members of
the Kennedy-Wilson board and certain executive officers of Kennedy-Wilson have agreements or arrangements that provide them with interests
in the merger.

        If the merger is consummated, William J. McMorrow and Mary Ricks will be potentially entitled to receive certain cash bonus payments of
up to $11.7 million and $4.0 million, respectively. The cash bonus payments will be payable as follows:

�
Mr. McMorrow and Ms. Ricks will be entitled to receive $4.85 million and $2.0 million, respectively, on October 15, 2009,
provided, however, that such payments will be repaid to Kennedy-Wilson in the event the merger is not consummated by
November 15, 2009 or the executive is not employed by Kennedy-Wilson on the effective date of the merger (these
employment requirements will not apply, however, in the case of a termination of employment due to death or disability);

�
Mr. McMorrow and Ms. Ricks will receive "performance unit awards" under the 2009 Plan which will entitle them to
receive $2.425 million and $1.0 million, respectively, on April 1, 2010, provided that the Performance Target is met as of
March 31, 2010 (in the event that the Performance Target is not met as of March 31, 2010, the bonus otherwise due April 1,
2010 shall, nevertheless, be paid on July 1, 2010, October 1, 2010, or January 1, 2011, respectively, if the Performance
Target is satisfied as of the earliest of June 30, 2010, September 30, 2010, or December 31, 2010, respectively), and the
executive remains employed through the date on which the Performance Target is satisfied; and

�
Mr. McMorrow and Ms. Ricks will receive additional "performance unit awards" under the 2009 Plan which will entitle
them to receive cash payments in the amounts of $4.425 and $1.0 million, respectively, on January 1, 2011, provided that the
Performance Target is met as of December 31, 2010 and he or she, as applicable, remains employed by the post-merger
company through January 1, 2011.

        Notwithstanding the foregoing, in the event that the merger is consummated and the employment of Mr. McMorrow or Ms. Ricks is
terminated by the post-merger company without cause or he or she, as applicable, resigns from his or her, as applicable, employment with the
post-merger company for good reason, the payments referred to in the second and third bullets above will still be payable on the applicable
payment dates if the Performance Target is met. The "Performance Target" is met as of a particular date if Kennedy-Wilson's assets under
management plus the cost of properties subject to property management contracts are at least $3.0 billion as of such date. The Performance
Target was established by an independent committee of Prospect and is subject to the approval of the compensation committee of the
post-merger company following the consummation of the merger.

        The compensation committee of Kennedy-Wilson's board of directors made the determination to pay cash bonuses to only Mr. McMorrow
and Ms. Ricks upon consummation of the merger after taking into account several factors, including the primary roles Mr. McMorrow and
Ms. Ricks played in negotiating the terms of the merger and the merger agreement and the amendments to Mr. McMorrow's and Ms. Ricks'
employment agreements eliminating their rights to receive cash lump sum payments otherwise due upon a change in control.
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        On April 10, 2006, William J. McMorrow borrowed $3,543,127 from Kennedy-Wilson evidenced by a promissory note bearing simple
interest at a rate of 7.5% per annum and scheduled to mature on April 9, 2011 (the "McMorrow Note"). Mr. McMorrow's employment
agreement has been amended to provide that the McMorrow Note will be forgiven if the merger is consummated. The determination of
Kennedy-Wilson's compensation committee to forgive the note upon the consummation of the merger stemmed from its consideration of
Mr. McMorrow's contributions to Kennedy-Wilson, Mr. McMorrow's primary role in negotiating the terms of the merger and the merger
agreement, and the terms of the note which provides for its forgiveness in the event of certain changes in control.

        If the merger is consummated, certain of Kennedy-Wilson's executive officers will continue to be employed with the post-merger company,
including William J. McMorrow, Freeman A. Lyle, Barry S. Schlesinger, Mary Ricks, James A. Rosten, Robert E. Hart and Donald J. Herrema.
In addition, it is proposed that six members of the board of directors of Kennedy-Wilson will be elected to serve as directors of the post-merger
company. To reward and incentivize Kennedy-Wilson's key employees and management after the merger, up to 2,475,000 shares of Prospect
common stock will be reserved for issuance under the 2009 Plan. If the merger is consummated, certain Kennedy-Wilson officers, directors and
key employees will be issued an aggregate of 2,376,000 restricted shares of Prospect common stock under the 2009 Plan upon the closing of the
merger as set forth in the table below:

Name of Group Dollar ($)

Number of
Shares

of Restricted
Stock

William McMorrow, Chief Executive Officer $ 5,513,062.50 556,875
Freeman Lyle, Chief Financial Officer $ 765,705.60 77,344
Mary Ricks, Co-CEO of KW Commercial Investment Group $ 5,513,062.50 556,875
Barry Schlesinger, Co-CEO of KW Commercial Investment
Group $ 765,705.60 77,344
Robert Hart, President of KW Multi-Family Management Group $ 765,705.60 77,344
James Rosten, President of Kennedy-Wilson Properties $ 765,705.60 77,344
All executive officers, as a group $22,021,619.40 2,224,406
All directors who are not executive officers, as a group $ 153,143.10 15,469
All employees, including all current officers who are not
executive officers, as a group $ 1,347,637.50 136,125

        In the event that the recipient of the restricted shares remains employed by (or continues to perform services as a director for) the
post-merger company through the relevant vesting date, 1/5 of the restricted shares will vest on each of the first five anniversaries of the date of
issuance, provided that the Performance Target is met as of the September 30 immediately preceding the applicable anniversary date (in the case
of the installments vesting on the fourth and fifth anniversary dates, the Performance Target must be met as of the September 30 immediately
preceding the third anniversary date). The Performance Target was established by an independent committee of Prospect and is subject to the
approval of the compensation committee of the post-merger company following the consummation of the merger. Notwithstanding the
foregoing, in the event the employment with the post-merger company of an employee who has been granted restricted shares is terminated
without cause or if the employee resigns from his employment with the post-merger company for good reason, the restricted shares will continue
to vest on the applicable anniversary dates (subject to the satisfaction of the Performance Target), subject to certain limitations. In addition, in
the event of a "Change of Control" as defined in the 2009 Plan (see "The Equity Participation Plan Proposal�"Change of Control" on page 180),
any unvested restricted shares of Prospect common stock that have not previously been forfeited will become vested, subject to certain
limitations. See section "The Equity Participation Plan Proposal�Awards to Particular Officers, Directors and Employees" on page 184 for
additional information.

        In connection with the merger, Mr. McMorrow and Ms. Ricks have entered into amendments to their employment agreements which
provide for, among other things;
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�
the removal of certain benefits in the event of a change in control;

�
the addition of certain severance benefits if the executive resigns on account of a change in location or a material reduction
in duties;

�
the grant to each executive of 556,875 shares of restricted stock of Prospect pursuant to the 2009 Plan and upon the terms
and conditions set forth above;

�
the cash bonus payments set forth above; and

�
in the case of Mr. McMorrow, the McMorrow Note forgiveness described above.

        Mr. Herrema has also entered into an amendment to his employment agreement which provides for the extension of his employment term
from December 31, 2010 to January 31, 2014 as well as the second and third bullets above.

        In addition, the employment agreements for Messrs. McMorrow and Herrema and Ms. Ricks have been amended to include language
intended:

�
to provide for a reduction in the amount of payments or benefits payable or provided to them under their respective
employment agreements or otherwise to ensure that no payment or benefit is subject to the excise tax imposed by
Section 4999 of the Code (certain golden parachute payments) which reduction may, in certain circumstances, result in the
repayment of certain previously paid amounts (plus earnings) to the post-merger company, and

�
to achieve compliance with Section 409A of the Code.

Interests of Prospect's Directors and Officers in the Merger

        When you consider the recommendation of Prospect's board of directors in favor of approval of the merger proposal, you should keep in
mind that Prospect's executive officers and members of Prospect's board have interests in the merger that are different from, or in addition to,
your interests as a stockholder or warrantholder. These interests include, among other things:

�
If the merger is not consummated by November 14, 2009, Prospect will be liquidated. In such event, the 6,250,000 shares of
common stock held by Prospect's founders that were acquired before the IPO for an aggregate purchase price of $24,906 will
be worthless because Prospect's directors and officers are not entitled to receive any of the liquidation proceeds with respect
to such shares in the event of a liquidation. Such shares had an aggregate market value of $61.9 million based upon the
closing price of Prospect common stock of $9.90 on AMEX on October 26, 2009, the record date for the special meeting of
Prospect stockholders. Immediately prior to and subject to consummation of the merger, 4,750,000 founder shares will be
cancelled and forfeited. As a result of this forfeiture, at the consummation of the merger, the founders will own 1,500,000
shares of Prospect common stock.

�
On November 14, 2007, Prospect issued 5,250,000 sponsors warrants (exercisable at $7.50 per warrant) to Flat Ridge
Investments LLC, an entity affiliated with David A. Minella, Prospect's Chairman and Chief Executive Officer, LLM
Structured Equity Fund L.P. and LLM Investors L.P., entities affiliated with Patrick J. Landers, Prospect's President and a
director, and CMS Platinum Fund, L.P. (formerly Capital Management Systems, Inc.), a corporation affiliated with William
Landman, one of Prospect's directors for an aggregate purchase price of $5,250,000. These sponsor warrants and the 200,000
public warrants held by a founder will become worthless if the merger is not consummated by November 13, 2009. All of
the proceeds Prospect received from these purchases were placed in the trust account. The sponsors warrants are identical to
the public warrants underlying the units sold in Prospect's IPO except that:

Edgar Filing: Prospect Acquisition Corp - Form 424B2

38



28

Edgar Filing: Prospect Acquisition Corp - Form 424B2

39



Table of Contents

�
the sponsors warrants are non-redeemable so long as of they are held by any of the sponsors or their permitted
transferees,

�
they are non-transferable, other than to permitted transferees, until the date that is 30 days after the date on which
Prospect consummates its initial business combination,

�
for so long as the sponsors warrants are subject to the transfer restrictions described in the second bullet above, the
sponsors warrants are not exercisable, and

�
the sponsors warrants are exercisable on a cashless basis at the holder's option so long as the warrants are held by
the sponsors or their affiliates.

        Prospect has agreed to register the shares underlying the sponsors warrants at any time after Prospect has consummated its initial business
combination, but the purchasers of the sponsors warrants have agreed that the sponsors warrants will not be sold or, subject to certain limited
exceptions, transferred by them and they may not exercise the sponsors warrants until 30 days after Prospect has completed a business
combination. Accordingly, the sponsors warrants have been placed in escrow and will not be released until 30 days after the completion of a
business combination. The sponsors warrants are not publicly traded and, as amended by the warrant amendment, will have an exercise price of
$12.50 per warrant, a redemption trigger price of $19.50 and an expiration date of November 14, 2013, subject to adjustment and proration as
described in the section "The Warrant Amendment Proposal" on page 86. All of the sponsors warrants will become worthless if the merger is not
consummated by November 14, 2009 (as will the remainder of the public warrants).

�
The transactions contemplated by the merger Agreement provide that David A. Minella, appointee of Prospect, will be a
director of Prospect after the closing of the merger. As such, in the future he will receive any cash fees, stock options or
stock awards that the Prospect board of directors determines to pay to its non-executive directors.

�
David A. Minella, Prospect's Chairman and Chief Executive Officer, LLM Structured Equity Fund L.P. and LLM
Investors L.P., entities affiliated with Patrick J. Landers, Prospect's President and a director, have agreed, pursuant to an
agreement with Prospect and Citigroup, the representative of the underwriters in the IPO, that if Prospect liquidates prior to
the consummation of a business combination, they will be jointly liable to ensure that the proceeds in the trust account are
not reduced by the claims of target businesses or vendors or other entities that are owed money by Prospect for services
rendered or contracted for or products sold to Prospect, other than with respect to amounts claimed by any third-party who
executed a waiver (even if such waiver is subsequently found to be invalid and unenforceable). Prospect cannot assure you
that they would be able to satisfy those obligations.
However, Prospect believes that none of David A. Minella, LLM Structured Equity Fund L.P. and LLM Investors L.P. have
any risk of being required to provide indemnification since all persons who have had contractual obligations with Prospect
have waived their rights against the trust account, except for Prospect's independent accounting firm and Kennedy-Wilson
with respect to certain provisions in the merger agreement. Further, under the merger agreement, Kennedy-Wilson has
generally agreed that it may not proceed against the trust account to the extent it may have claims for damages arising out of
the proposed merger and the merger agreement, except to the extent there are damages arising from Prospect's or its
representatives' breach of an agreement not to seek to consummate a different business combination. If Prospect or its
representatives should breach this provision, Kennedy-Wilson would have the right to proceed against assets in the trust
account, up to a maximum of $10,000,000, which would reduce the amount of cash available in the trust account.
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        See the section entitled, "The Merger Proposal�Interests of Prospect's Directors and Officers in the Merger" on page 110 and the section
entitled "Information Related to Prospect�Liquidation If No Business Combination" on page 196 for additional information.

Actions That May Be Taken to Secure Approval of Prospect's Stockholders and Warrantholders

        At any time prior to the special meeting of Prospect stockholders and special meeting of Prospect warrantholders, during a period when
they are not then aware of any material nonpublic information regarding Prospect or its securities and pursuant to agreements in a form that
would not violate insider trading rules, Prospect, the Prospect founders, Kennedy-Wilson and Kennedy-Wilson Holders and/or their respective
affiliates may purchase shares or public warrants from institutional and other investors, or execute agreements to purchase such shares of
common stock or public warrants from them in the future, or they may enter into transactions with such persons and others to provide them with
incentives to acquire shares of Prospect common stock or public warrants or vote their shares of common stock or public warrants in favor of the
merger proposal and the warrant amendment proposal, as applicable. The purpose of such public warrant purchases and other transactions would
be to increase the likelihood that holders of a majority of shares underlying the warrants is present and voting at the special meeting of Prospect
warrantholders and that holders of a majority of shares underlying the Prospect warrants vote in favor of the warrant amendment proposal. The
purpose of such share purchases and other transactions would be to increase the likelihood of satisfaction of the requirements that the holders of
a majority of the public shares present in person or by proxy and eligible to vote at the special meeting of Prospect stockholders vote in favor of
the merger proposal, and that holders of fewer than 30% of the public shares vote against the merger proposal and demand conversion of their
public shares into cash where it appears that such requirements would otherwise not be met.

        In making any such purchase, Prospect, the Prospect founders, Kennedy-Wilson and Kennedy-Wilson Holders and/or their respective
affiliates would approach a limited number of large stockholders of Prospect that have indicated an intention to vote against the merger proposal
(which information Prospect would provide to its affiliates, Kennedy-Wilson, and the affiliates of Kennedy-Wilson), and engage in direct
negotiations for the purchase of such stockholders' positions. Such stockholders could include those who have already voted via proxy and who
have made their conversion demands. All stockholders approached in this manner would be institutional or sophisticated investors.
Arrangements of such nature would only be entered into and effected in accordance with applicable law, including securities laws.

        While the exact nature of any incentives that would be provided by the Prospect founders, Kennedy-Wilson and Kennedy-Wilson Holders
and/or their respective affiliates has not been determined as of the date of this proxy statement/prospectus, they might include, without
limitation, arrangements to protect such investors or holders against potential loss in value of their shares or public warrants, including the
granting of put options and the transfer to such investors or holders of shares of common stock or public warrants owned by the Prospect
founders for nominal value. Any incentives provided to a stockholder would be privately negotiated with each stockholder who wishes to enter
into such transactions. As these arrangements will be made with stockholders who would otherwise have voted against the transaction, such
incentives would benefit stockholders who have voted in favor of the transaction knowing that these arrangements are possible, and/or who wish
to remain long-term stockholders of the post-merger company and who would like the transaction to be consummated, because these
arrangements increase the likelihood that the transaction will indeed be consummated. Accordingly, Prospect believes that these arrangements
are in the interest of all stockholders because there is an opportunity for all stockholders to get the choice that they prefer. Stockholders who
wish to sell their shares and receive cash may have an opportunity to do so, and those who support and vote in favor of the transaction and who
wish to remain stockholders of the post-merger company have an
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increased chance of doing so. The amount and nature of any such incentives would be determined based on the willingness of those parties to
incur the time and legal expense necessary to effect such an arrangement and would be the result of an arms-length negotiation between the
respective parties. Certain holders of Prospect common stock may not be offered any such incentives because, based on information publicly
provided by other special purchase acquisition companies entering into similar arrangements, Prospect believes that such stockholders are not
interested in a entering into an arrangement contingent upon consummation of the transaction and/or in expending the time or cost that may be
associated with entering into such arrangements. In addition, there are certain other stockholders who have expressed to Prospect a desire to
continue to hold their shares in Prospect and to be long-term investors in the post-merger company and accordingly are not interested in entering
into these types of arrangements.

        The purchase price for any shares purchased pursuant to these arrangements is likely to be negotiated based on the per share value held in
Prospect's trust account, rather than the prevailing market price. The purchase price paid in these arrangements will not exceed a premium of up
to $0.04 per share over the per share value held in Prospect's trust account. The maximum amount that Prospect will expend for these types of
arrangements is $100,200,000 from the proceeds in the trust account to purchase up to no more than 40% of the Prospect outstanding shares.
Accordingly, Prospect's net assets at book value per common share would be reduced by the net effect of such share purchases on a
weighted-average basis. For example, assuming that no holders of Prospect common stock exercise their conversion rights and assuming that the
minimum of 12,500,000 warrants elect the cash amount, if Prospect spends the maximum amount of $100,200,000 on these types of
arrangements, Prospect's net assets at book value per common share would be reduced by $0.92 per share. Likewise, assuming that holders of
29.99% of Prospect common stock exercise their conversion rights and assuming that the maximum of 25,000,000 warrants elect the cash
amount, if Prospect spends the maximum amount of $100,200,000 on these types of arrangements, Prospect's net assets at book value per
common share would be reduced by $1.34 per share. Entering into any such arrangements may have a depressive effect on Prospect's stock and
public warrants.

        Definitive arrangements have not yet been determined but may include agreements between Prospect, the Prospect founders and their
respective affiliates on the one hand and the holders of common stock or public warrants on the other hand pursuant to which Prospect would
agree to purchase common stock or public warrants from such holders in connection with the closing of the merger for the price specified in the
arrangements. Under the terms of such an agreement, the holder would appoint an officer of Prospect as his proxy with respect to the merger
proposal or warrant amendment proposal, as applicable, and all other proposals in this proxy statement/prospectus. If, for some reason, the
merger is not closed despite such agreements, the sellers would be entitled to participate in liquidation distributions from Prospect's trust account
with respect to such shares.

        In addition, if holders refuse to enter into arrangements with Prospect to sell their common stock, Prospect may determine to engage a third
party "aggregator" to buy shares prior to the meeting from such holders that have already indicated an intention to convert their shares and/or
vote against the merger proposal. In such a case, the aggregator would purchase the shares from the original holder and then subsequently sell
such shares to Prospect in connection with the closing of the merger.

        The purchase price for shares purchased pursuant to arrangements with aggregators is often at the market price, though it is possible that a
purchase price might exceed the market price by up to $0.04 per share. Prospect would, in addition to paying the purchase price of such shares to
this aggregator, pay it a fee. Such fee will be a maximum of 1% of the aggregator's total purchase price for such shares. Any arrangement
entered into with a third party aggregator would require it to immediately notify Prospect of any such purchases so that Prospect may within one
business day and, in any event, prior to the special meetings of stockholders and warrantholders file a Current Report on

31

Edgar Filing: Prospect Acquisition Corp - Form 424B2

42



Table of Contents

Form 8-K describing such purchase, including the price of such purchase and the fact that such shares will be voted in favor of the merger
proposal.

        Although Prospect does not have a definitive plan to engage the services of such an aggregator, if one is needed, the parties believe it will
be in the best interests of stockholders that are voting in favor of the merger proposal since the retention of the aggregator can help ensure that
the merger will be completed and the additional fee payable to the aggregator is not expected to be significant.

        As is discussed above, Prospect believes that these arrangements are in the best interest of all stockholders because there is an opportunity
for all stockholders to get the choice that they prefer. Stockholders who wish to sell their shares quickly for cash may have an opportunity to do
so, and those who support and vote in favor of the transaction and who wish to remain stockholders of the post-merger company have an
increased chance of doing so. All shares purchased pursuant to such arrangements would remain outstanding until the closing of the merger and
would be voted in favor of the merger proposal.

        Purchases pursuant to arrangements described above would be paid for with funds in Prospect's trust account and would diminish the funds
available to the post-merger company for working capital by up to $100,200,000. In all events there will be sufficient funds available to Prospect
from the trust account to pay the holders of all shares of common stock that are properly converted.

        If such transactions are effected, the consequence could be to cause the merger proposal or the warrant amendment proposal to be approved
in circumstances where such approval could not otherwise be obtained. Purchases of shares of common stock or public warrants by the persons
described above would allow them to exert more influence over the approval of the merger proposal or the warrant amendment proposal and
other proposals and would likely increase the chances that such proposals would be approved. Moreover, any such purchases may make it less
likely that the holders of 30% or more of the public shares will vote against the merger proposal and exercise their conversion shares.

        As a result of the purchases that may be effected through the arrangements described herein, the working capital of the post-merger
company will be reduced by as much as $100,200,000. Accordingly, Prospect's net assets at book value per common share would be reduced by
the net effect of such share purchases on a weighted-average basis. For example, assuming that no holders of Prospect common stock exercise
their conversion rights and assuming that a minimum of 12,500,000 warrants elect the cash amount, if Prospect spends the maximum amount of
$100,200,000 on these types of arrangements, Prospect's net assets at book value per common share would be reduced by $0.92 per share.
Likewise, assuming that holders of 29.99% of Prospect common stock exercise their conversion rights and assuming that a maximum of
25,000,000 warrants elect the cash amount, if Prospect spends the maximum amount of $100,200,000 on these types of arrangements, Prospect's
net assets at book value per common share would be reduced by $1.34 per share. In addition, it is likely that the number of beneficial holders of
Prospect's securities also will be reduced from what it would have been absent these arrangements. This may inhibit Prospect's ability to list its
common stock on AMEX or any other national securities exchange due to their minimum beneficial holder requirements.

        As of the date of this proxy statement/prospectus, there have been no such discussions with respect to any transaction between Prospect, the
Prospect founders, Kennedy-Wilson and Kennedy-Wilson Holders and/or their respective affiliates and holders of common stock or public
warrants and no agreements to such effect have been entered into with any such investor or holder. Prospect will within one business day and, in
any event, prior to the special meetings of stockholders and warrantholders file a Current Report on Form 8-K to disclose any arrangements
entered into with stockholders, warrantholders or aggregators, or significant purchases made by any of the aforementioned persons that would
affect the vote on the merger proposal, the warrant amendment proposal, the charter amendment�share increase proposal, or the charter
amendment�existence proposal. In addition, Prospect will promptly post on its website any such significant purchases made until immediately
prior
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to the special meetings of stockholders and warrantholders. If members of Prospect's board of directors or officers make purchases pursuant to
such arrangements, they will be required to report these purchases on beneficial ownership reports filed with the SEC within two business days
of such transactions. Since Prospect's corporate existence will terminate on November 14, 2009 if the merger is not consummated, Prospect
cannot provide stockholders who have voted for the merger with additional time beyond the meeting date to reconsider their vote. Accordingly,
stockholders and warrantholders should assume that Prospect may expend the maximum amount of $100,200,000 for these types of
arrangements. In addition, when access to voting ceases at 11:59 p.m. Eastern time on the day before the special meetings, stockholders
and warrantholders may not know the final amount expended by Prospect, or the final number of shares or warrants purchased.
Stockholders who wish to reconsider their vote up to and including the meeting date should follow the procedures set forth in Questions and
Answers for Prospect Stockholders and Warrantholders About the Proposals�May I change my vote after I have mailed my signed proxy card?
on page 13.

Risk Factors

        There are a number of risks related to Kennedy-Wilson's business and operations following the merger.

�
Kennedy-Wilson's business is dependent upon general economic conditions and the real estate industry, particularly in
California, which have experienced significant declines. A continued downturn in the economy and the real estate industry is
likely to materially and adversely affect Kennedy-Wilson's revenues due to a number of factors including declining rents,
decrease in property management fees and brokerage commissions, lower sale prices for properties owned by
Kennedy-Wilson independently or through joint ventures and lesser availability of loans with favorable terms.

�
The real estate investment and services industry in which Kennedy-Wilson operates presents numerous significant risks,
including risks related to suffering losses on property acquisitions and dispositions, renovating development projects,
volatility of operating results, the high level of competition, maintaining client relationships in connection with real estate
services and potential liability resulting from breaches of contractual obligations or violations of various laws and
regulations.

�
In order to execute its planned investment strategy, in the next 12 to 18 months, Kennedy-Wilson will require between
approximately $650 million and $1.3 billion in third-party equity and between approximately $1.3 billion and $2.6 billion of
third party debt. Kennedy-Wilson may not be able to obtain the additional capital required to execute its investment strategy
on favorable terms or at all.

�
Kennedy-Wilson faces a number of additional risks associated with its operations in Japan, including risks related to
exchange rate fluctuations, managing operations internationally, foreign laws and regulations and potentially adverse tax
consequences.

�
Kennedy-Wilson makes and acquires debt as part of its business strategy. Kennedy-Wilson may face losses on its debt
investments due to payment default and failure to collect on collateral, particularly due to the fact that Kennedy-Wilson's
interests in such debt are often times subordinate to senior lenders.

�
Kennedy-Wilson makes a number of its investments through joint ventures with unaffiliated third parties, who may become
financially unstable or take actions contrary to the best interests of Kennedy-Wilson. As a result, the success of
Kennedy-Wilson's joint ventures, to some degree, is outside of its control.
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�
Kennedy-Wilson is highly dependent upon certain key personnel, who have vast experience and relationships in the real
estate industry. A loss of one or more key employees could have a material adverse impact on Kennedy-Wilson's operations.

�
In connection with its real estate investments, Kennedy-Wilson has incurred significant amounts of debt and guaranteed a
number of loans. These debt and guarantee obligations could impair Kennedy-Wilson's cash flows and may require
significant future payments. In addition, lenders impose significant operating covenants as a condition to entering into loans,
which could materially restrict Kennedy-Wilson's business.

        There are a number of risks related to the merger and the related transactions.

�
For instance, under the merger agreement, neither Prospect nor its stockholders have protection of any practical
indemnification, escrow or price adjustment in the event that any of the representations and warranties made by
Kennedy-Wilson prove incorrect. Further, Kennedy-Wilson did not waive its rights against the assets in the trust account in
the event of a breach by Prospect of certain no-shop/non-solicit provisions in the merger agreement. Further, the receipt of
Prospect common stock by Kennedy-Wilson stockholders may be taxable if the merger does not qualify as a tax-free
reorganization. Under the merger agreement, Prospect may also waive one or more conditions to the closing of the merger
without resoliciting stockholder or warrantholder approval.

�
If the merger is not consummated because holders of 30% of public shares vote against the merger or because 30% of the
public shares exercise their conversion rights, among other reasons, Prospect will be forced to liquidate and stockholders
may receive less than $9.88 per share and all warrants will expire and become worthless. Further, Prospect's holders of
public shares may be forced to wait to receive the liquation distributions until Prospect has commenced the liquidation
process. In the event of a liquidation, third parties may bring claims against the trust account, which could reduce the amount
in the trust account. Additionally, Prospect stockholders may be liable for claims by third parties to the extent of
distributions received by Prospect's stockholders. Further, time and resources spent by Prospect in pursuit of the merger will
have been wasted and Prospect will not have time to locate and acquire another business if the merger is not consummated.
The financial statements included in this proxy statement/prospectus do not take into the account the consequences of
Prospect's failure to consummate the merger by November 14, 2009.

�
If the merger is consummated, working capital of the post-merger company may be reduced by the number of holders who
exercised their conversion rights and by amounts expended by Prospect in furtherance of consummation of the merger,
including with respect to actions Prospect may take to secure approval of the merger by Prospect's stockholders and
warrantholders. Prospect securityholders who purchased units in the IPO also may have rescission rights and related claims.
This may adversely affect the post-merger company. Additionally, both Prospect and Kennedy-Wilson expect to incur
significant costs associated with the merger, which will reduce amounts available for other corporate purposes. A large
number of warrantholders could opt for the cash exchange, resulting in less working capital as well. Finally,
Kennedy-Wilson has not recently operated as a "reporting company" and fulfilling these obligations will be expensive and
time consuming.

�
Because of Prospect's directors, officers and affiliates ownership stake in Prospect's stock and warrants and the risk of
Prospect's liquidation, such interests may have influenced their decision to approve the merger. These individuals also hold a
substantial interest in Prospect and may be able to influence certain actions requiring stockholder or warrantholder action.
Additionally, certain founders are liable to ensure that the proceeds of the trust account are not reduced by vendor clams in
the event the merger is not consummated, which may have influenced their
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decision to approve the merger. The post-merger company's directors and officers and affiliates also will be significant
stockholders and will have influence over the outcome of matters submitted to stockholders for approval.

�
As a result of the merger, the ownership interest of Prospect's current stockholders may be reduced. Prospect's warrants may
be exercised, which would further dilute Prospect stockholders. Post-merger, the Guardian Note (defined herein) could be
converted and additional equity securities issued, which would further reduce the interest of Prospect stockholders.
Additionally, AMEX may delist Prospect's securities on its exchange, limiting holders ability to trade securities. In event
that Prospect's due diligence investigation of Kennedy-Wilson was inadequate, than Prospect stockholders following the
merger could lose some or all of their investment.

�
If the merger's benefits do not meet expectations, the market price of the post-merger company's common stock may decline.
Also, the price of the post-merger's company common stock may be volatile due to a number of other factors, including
changes in real estate prices and market conditions in the industry. Activities taken by existing Prospect securityholders to
increase the likelihood of approving the merger also could have a depressive effect on the value of Prospect common stock
and if Prospect's founders or its sponsors exercise their registration rights, it may have an adverse effect on the market price
of common stock.

        In evaluating the merger proposal, the charter amendment�name change proposal, the charter amendment�share increase proposal, the charter
amendment�existence proposal, the charter amendment�revisions proposal, the equity participation plan proposal, and the director election
proposal, stockholders should carefully read this proxy statement/prospectus and especially consider the factors discussed above and as more
fully described in the section entitled "Risk Factors" on page 46.

        In evaluating the warrant amendment proposal, warrantholders should carefully read this proxy statement/prospectus and especially
consider the factors discussed above and as more fully described in the section entitled "Risk Factors" on page 46.

Recommendations to Prospect Warrantholders

        Prospect's board of directors believes that the warrant amendment proposal to be presented at the special meeting of Prospect
warrantholders is fair to and in the best interest of Prospect's warrantholders and unanimously recommends that its warrantholders vote "FOR"
this proposal.

Recommendation to Prospect Stockholders

        Prospect's board of directors believes that each of the merger proposal, the charter amendment�name change proposal, the charter
amendment�share increase proposal, the charter amendment�existence proposal, the charter amendment�revisions proposal, the equity participation
plan proposal and the director election proposal to be presented at the special meeting of Prospect stockholders are fair to and in the best interest
of Prospect's stockholders and unanimously recommends that its stockholders vote "FOR" each of the proposals.

Conditions to Closing of the Merger

General Conditions

        Consummation of the merger by Prospect and Kennedy-Wilson is conditioned upon, among other things:

�
Prospect having filed and the SEC having declared this proxy statement/prospectus effective and no stop order suspending
the effectiveness of this proxy statement/prospectus having been issued
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by the SEC and no proceeding for that purpose having been initiated or, to the knowledge of Prospect or Kennedy-Wilson,
threatened by the SEC;

�
Prospect receiving the approval of the merger by its stockholders in accordance with its amended and restated certificate of
incorporation and less than 30% of the public shares having exercised their conversion rights;

�
Kennedy-Wilson receiving the approval of the merger by its stockholders in accordance with the DGCL;

�
both parties having executed and delivered each of the transaction documents;

�
legal opinions received by both parties from the counsel representing the other party;

�
certificates of good standing received by both parties;

�
the certificate of merger being filed with and accepted by the Secretary of State of the State of Delaware and the merger
being effective under the DGCL; and

�
all applicable waiting periods (and any extension thereof) under the Hart-Scott-Rodino Antitrust Improvements Act of 1976
("HSR Act") having expired or otherwise been terminated and all notices, reports, registrations and other filings with, and all
consents, approvals and authorizations with governmental authorities having been made or obtained, as the case may be.

        Either party may waive one or more conditions to the consummation of the merger. However, to the extent a material condition is waived
by one of the parties, which waiver would render any prior disclosure materially misleading, Prospect intends to resolicit the approval of its
stockholders of the merger.

Kennedy-Wilson's Conditions to Closing

        The obligations of Kennedy-Wilson to consummate the transactions contemplated by the merger agreement also are conditioned upon the
following, among other things:

�
Prospect's representations and warranties set forth in merger agreement being true in all material respects as of the closing
(except where the failure of such representations or warranties to be so true and correct, individually or in the aggregate, has
not had or would not reasonably be expected to have a material adverse effect on Prospect) and Prospect having performed
and complied in all material respects with all covenants and agreements required by the merger agreement prior to the
closing of the merger;

�
since the date of the merger agreement there having been no occurrence, event, change, effect or development that,
individually or in the aggregate, has had or is reasonably expected to have a material adverse effect on Prospect;

�
no action, suit or proceeding having been instituted by any court or governmental or regulatory body to (i) restrain, modify
or prevent the merger agreement, or seek damages or a discovery order in connection with the merger agreement or
(ii) which has a material adverse effect on Prospect;

�
Prospect's warrantholders having approved the warrant amendment;

�
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and provided copies of the resignation letters to Prospect, stating that they have no claim for employment compensation
from Prospect;

�
Prospect delivering an officer's certificate certifying that the authorizing documents are true, complete and correct and
remain in full force and effect;
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�
Prospect delivering a compliance certificate certifying that the conditions to the merger have been fulfilled;

�
no temporary restraining order, preliminary or permanent injunction or other order issued by any court of competent
jurisdiction or legal or regulatory restraint provision limiting Prospect's conduct or operation of the business after the closing
of the merger;

�
Prospect and Merger Sub having filed all reports required under the U.S. federal securities laws as of the effective time of
the merger;

�
no formal or informal SEC investigation or proceeding having been initiated by the SEC against Prospect or any of its
officers or directors;

�
Prospect having maintained its status as a company whose common stock and warrants are listed on AMEX and no reason
existing as to why such status shall not continue immediately following the effective time of the merger;

�
Prospect founders having delivered certificates representing 4.75 million shares of Prospect common stock duly endorsed in
blank with executed blank stock powers pursuant to the terms of the forfeiture agreement; and

�
Prospect having available a minimum of $75,000,000, after taking into account all expenses and liabilities of Prospect and
Kennedy-Wilson and other payments required to be made by Prospect or Kennedy-Wilson at or immediately after closing,
except amounts to be paid to officers in connection with the merger and any debt accelerated for failure of Kennedy-Wilson
to obtain a consent, plus an amount equal to the number of shares of Prospect common stock which would be issuable
pursuant to dissenting shares if such shares had not exercised dissenters' rights multiplied by $37.00, up to a maximum of
$11,370,026, for use by the post-merger company after the closing.

Prospect's Conditions to Closing

        The obligations of Prospect to consummate the transactions contemplated by the merger agreement also are conditioned upon the
following, among other things:

�
Kennedy-Wilson's representations and warranties set forth in merger agreement being true in all material respects as of the
closing (except where the failure of such representations or warranties to be so true and correct, individually or in the
aggregate, has not had or would not reasonably be expected to have a material adverse effect on Kennedy-Wilson) and
Kennedy-Wilson having performed and complied in all material respects with all covenants and agreements required by the
merger agreement prior to the closing of the merger;

�
no action, suit or proceeding having been instituted by any court or governmental or regulatory body to (i) restrain, modify
or prevent the merger agreement, or seek damages or a discovery order in connection with the merger agreement or
(ii) which has a material adverse effect on Kennedy-Wilson;

�
since the date of the merger agreement there not having been any occurrence, event, change, effect or development that,
individually or in the aggregate, has had or is reasonably expected to have a material adverse effect on Kennedy-Wilson;

�
Prospect's warrantholders having approved the warrant amendment;

�
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�
the holders of Kennedy-Wilson options granted under its 1992 Incentive and Nonstatutory Stock Option Plan ("1992 Plan")
having exercised such options for Kennedy-Wilson common stock and
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the holders of other options and equity compensation having agreed to cancel such rights and Kennedy-Wilson having
terminated its 1992 and 2009 plans;

�
Kennedy-Wilson delivering an officer's certificate certifying that the authorizing documents are true, complete and correct
and remain in full force and effect;

�
Kennedy-Wilson delivering a compliance certificate certifying that the conditions to the merger have been fulfilled;

�
no temporary restraining order, preliminary or permanent injunction or other order issued by any court of competent
jurisdiction or legal or regulatory restraint provision limiting Kennedy-Wilson's conduct or operation of the business after
the closing of the merger;

�
holders of no more than 10% of the issued and outstanding Kennedy-Wilson common stock, and no more than 10% of the
issued and outstanding Kennedy-Wilson preferred stock, have validly exercised their appraisal rights, provided that Prospect
shall not waive this condition if the number of outstanding shares of Kennedy-Wilson common stock or preferred stock for
which holders exercise appraisal rights is such that, pursuant to the transactions contemplated by the merger agreement,
Prospect will not be acquiring "control" of Kennedy-Wilson as defined in Section 368(c) of the Code, solely in exchange for
Prospect common stock;

�
Kennedy-Wilson having delivered to Prospect evidence that all required consents have been obtained;

�
no formal or informal SEC investigation or proceeding having been initiated by the SEC against Kennedy-Wilson or any of
its officers or directors; and

�
Kennedy-Wilson having filed an amendment to its Certificate of Designation, Preferences and Rights of its preferred stock.

Termination

        The merger agreement may be terminated prior to closing:

�
by mutual written consent of Prospect and Kennedy-Wilson;

�
by Prospect if Kennedy-Wilson notifies Prospect that it will be unable to obtain one or more required consents by
October 15, 2009; or

�
by either Prospect or Kennedy-Wilson if:

(i)
the merger is not consummated on or before November 13, 2009;

(ii)
a governmental authority shall enter an order which prohibits the merger;

(iii)
it is not in material breach of the merger agreement and the other party is in breach of the merger agreement in a
manner which prevents satisfaction of the closing conditions in the merger agreement, which breach is not cured
with 10 business days' notice;
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(iv)
if the board of directors of the other party fails to recommend, or withdraws or modifies its recommendation of the
merger agreement;

(v)
if the Prospect common stockholders fail to approve the merger, or if 30% or more of the Prospect common
stockholders exercise their conversion rights; or

(vi)
if the Kennedy-Wilson common stockholders do not approve the merger on or prior to November 13, 2009.

Effect of Termination

        Except as otherwise provided in the merger agreement, in the event of proper termination of the merger agreement by either Prospect or
Kennedy-Wilson, the merger agreement will have no further force and effect, without any liability or obligation on the part of Prospect or
Kennedy-Wilson and each
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party will destroy all documents, work papers and materials of the other party relating to the transactions contemplated; provided, however, that
those provisions which survive the termination of the merger agreement, including that Kennedy-Wilson will not seek recourse against the trust
account except for a claim for damages if Prospect breaches its no shop/non-solicit provision, shall not be void and that such termination will not
terminate the rights or remedies of any party against another party that has violated or breached the merger agreement prior to such termination.

        If the merger agreement is terminated by either party should Kennedy-Wilson fail to receive its common stockholder approval,
Kennedy-Wilson shall be obligated to pay Prospect $10,000,000. If such amount is not paid within 30 days after termination of the merger
agreement, interest will begin to accrue on this amount. Prospect is not obligated to pay any fees (other than expenses incurred) should the
merger agreement be terminated or the merger not consummated.

Fees and Expenses

        All fees and expenses incurred in connection with the merger agreement and the transactions contemplated thereby will be paid by the party
incurring such expenses, except that the parties will each pay one-half of fees related to filings under the HSR Act and printing costs.

Certain United States Federal Income Tax Consequences

        For United States federal income tax purposes:

�
No gain or loss will be recognized by Prospect or non-converting United States Holders (as such term is defined in "The
Merger Proposal�Material United States Federal Income Tax Consequences�General" on page 135) of Prospect common
stock as a result of the merger;

�
A United States Holder of Prospect common stock who exercises conversion rights and effects a complete termination of the
stockholder's interest in Prospect (including any actual or constructive interest in Prospect) generally will be required to
recognize capital gain or loss upon the exchange of that stockholder's shares of common stock of Prospect for cash, if such
shares were held as a capital asset at the time of the exchange. Such gain or loss will be measured by the difference between
the amount of cash received and the tax basis of that stockholder's shares of Prospect common stock; and

�
A United States Holder of public warrants who elects the cash exchange will recognize capital gain or loss with respect to
the public warrants equal to the difference between the amount of cash received for the public warrants and the holder's
adjusted basis in the public warrants, if such warrants were held as a capital asset at the time of the exchange. A United
States Holder of public warrants who elects to continue to hold the public warrants, as amended, and a United States Holder
of sponsor warrants, as applicable, will be treated as exchanging his or her "old" warrants for "new" warrants in connection
with the merger transaction. As such, neither a United States Holder of public warrants nor a United States Holder of
sponsor warrants should recognize any gain or loss in connection with the warrant amendment.

        Furthermore, in the opinion of Loeb & Loeb LLP (which has been filed as Exhibit 8.2 to the Registration Statement of which this proxy
statement/prospectus forms a part), the merger will qualify as a reorganization within the meaning of Section 368(a) of Code and therefore no
gain or loss will be recognized by United States Holders of Kennedy-Wilson common stock or preferred stock who receive solely shares of
Prospect common stock in exchange for shares of Kennedy-Wilson stock pursuant to the merger. However, a United States Holder of
Kennedy-Wilson common stock or preferred stock who exercises its appraisal rights and who receives cash in exchange for its shares of
Kennedy-Wilson common stock or preferred stock generally will recognize capital gain or loss if such shares were held as a capital asset at the
time of the exchange. Such gain or loss is generally measured by the difference between the amount of cash received and the tax basis of that
stockholder's shares of Kennedy-Wilson
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common stock or preferred stock transferred. Such opinion, however, is not binding on the Internal Revenue Service or the courts and is subject
to certain assumptions, limitations and qualifications as set forth therein.

        For a further description of these material United States federal income tax consequences of the merger, please see the information set forth
in "The Merger Proposal�Material United States Federal Income Tax Consequences" on page 135 for additional information.

Anticipated Accounting Treatment

        The acquisition will be accounted for as a "reverse merger" and recapitalization since immediately following the completion of the
transaction, the stockholders of Kennedy-Wilson immediately prior to the business combination will have effective control of Prospect through
its approximately 47.2% stockholder interest in the post-merger company, assuming no share conversions (54.6% in the event of maximum
share conversion), which includes its largest principal stockholder owning approximately 26.1% of the Kennedy-Wilson stockholder interest in
the post-merger company. In addition, through Kennedy-Wilson's 47.2% stockholder interest, Kennedy-Wilson will maintain effective control of
the post-merger company through control of a substantial portion of the board of directors by maintaining six of the seven board seats for an
expected term ranging from one to of three years. Additionally, all of Kennedy-Wilson's senior executive positions will continue on as
management of the post-merger company after consummation of the merger. For accounting purposes, Kennedy-Wilson will be deemed to be
the accounting acquirer in the merger and, consequently, the merger will be treated as a recapitalization of Kennedy-Wilson. Accordingly,
Kennedy-Wilson's assets, liabilities and results of operations will become the historical financial statements of the registrant, and Prospect's
assets, liabilities and results of operations will become consolidated with Kennedy-Wilson effective as of the acquisition date. No step-up in
basis or intangible assets or goodwill will be recorded in this transaction. All direct costs of the merger will be charged to operations in the
period that such costs are incurred.

Regulatory Matters

        Prospect and Kennedy-Wilson do not expect that the merger will be subject to any state or federal regulatory requirements other than
(i) filings under applicable securities laws and the effectiveness of the registration statement of which this proxy statement/prospectus is a part,
(ii) expiration or early termination of any applicable waiting periods under the HSR Act, and (iii) the filing of certain merger documents with the
Secretary of State of the State of Delaware. Prospect and Kennedy-Wilson intend to comply with all such requirements.

Selected Historical Financial Information

        To assist you in your analysis of the financial aspects of the merger, please see the financial information set forth in the section "Selected
Historical Financial Information" on page 155.
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SELECTED UNAUDITED PRO FORMA CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

        The selected unaudited pro forma condensed consolidated financial statements are presented on a pro forma basis for Kennedy-Wilson after
giving effect to the reverse merger with Prospect.

Anticipated Accounting Treatment

        The acquisition will be accounted for as a "reverse merger" and recapitalization since immediately following the completion of the
transaction, the stockholders of Kennedy-Wilson immediately prior to the business combination will have effective control of Prospect through
its approximately 47.2% stockholder interest in the post-merger company, assuming no share conversions (54.6% in the event of maximum
share conversion), which includes its largest principal stockholder owning approximately 26.1% of the Kennedy-Wilson stockholder interest in
the post- merger company. In addition, through Kennedy-Wilson's 47.2% stockholder interest, Kennedy-Wilson will maintain effective control
of the post-merger company through control of a substantial portion of the board of directors by maintaining six of the seven board seats for an
expected term ranging from one to of three years. Additionally, all of Kennedy-Wilson's senior executive positions will continue on as
management of the post-merger company after consummation of the merger. For accounting purposes, Kennedy-Wilson will be deemed to be
the accounting acquirer in the merger and, consequently, the merger will be treated as a recapitalization of Kennedy-Wilson. Accordingly,
Kennedy-Wilson's assets, liabilities and results of operations will become the historical financial statements of the registrant, and Prospect's
assets, liabilities and results of operations will become consolidated with Kennedy-Wilson effective as of the acquisition date. No step-up in
basis or intangible assets or goodwill will be recorded in this transaction. All direct costs of the merger will be charged to operations in the
period that such costs are incurred.

Selected Unaudited Pro Forma Condensed Consolidated Financial Information

        The following unaudited pro forma condensed consolidated financial information has been prepared assuming that the merger had
occurred:

�
at the beginning of the pro forma statements of operations for the year ended December 31, 2008 and for the six months
ended June 30, 2009, and

�
at June 30, 2009 for the pro forma balance sheet.

        Pursuant to Prospect's amended and restated certificate of incorporation, Prospect will not proceed with a transaction if stockholders
owning 30% or more of the public shares vote against the transaction and exercise their conversion rights. Accordingly, Prospect may effect a
transaction if stockholders owning up to one share less than 30% of the public shares exercise their conversion rights. If this occurred, Prospect
would be required to convert for cash up to one share less than 30% of the 25,000,000 shares of common stock included in the units sold in the
IPO, or 7,499,999 shares of common stock.

        Furthermore, as a condition of the merger, each holder of the 25,000,000 public warrants will elect either to receive upon the closing of the
merger a cash payment of $0.55 per public warrant or to continue to hold their public warrants as amended public warrants, with each such
amended public warrant entitling the holder thereof to purchase one share of Prospect common stock at an exercise price of $12.50 per share
(increased from $7.50 per share), with a redemption trigger of $19.50 per share (increased from $14.50 per share), and an expiration date of
November 14, 2013 (extended from November 14, 2012). The sponsors' warrants are being amended similarly. No more than 50% of the
outstanding public warrants may be exchanged for amended public warrants. Accordingly, Prospect will be required to redeem a minimum of
12,500,000 public warrants and a maximum of 25,000,000 public
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warrants for an aggregate cash payment at closing ranging from $6,875,000 to $13,750,000. As the fair value of the amended public warrants
was determined to be less than the value of the old warrants, no accounting entry is required with respect to the amendment of the public
warrants. To the extent that 50% of the public warrantholders do not elect to receive a cash payment for their public warrants, sponsors' warrants
will be included in the warrantholder group receiving cash at closing (with a cut-back applied proportionately to the group comprised of those
who elect amended warrant terms and all of the sponsors' warrants) in order to meet the 50% cash-out minimum. However, under no
circumstances will sponsors be permitted to elect to receive cash for their warrants.

        Accordingly, the unaudited pro forma condensed consolidated financial information presents two possible scenarios for the approval of the
merger by the stockholders of Prospect, as follows:

�
Assuming No Stock Conversion and Minimum Warrant Repurchase: This presentation assumes that no holders of public
shares exercise their conversion rights and that 12,500,000 warrants are repurchased for the cash amount; and

�
Assuming Maximum Stock Conversion and Maximum Warrant Repurchase: This presentation assumes that holders of
7,499,999 public shares (29.99%) exercise their conversion rights and that 25,000,000 warrants are repurchased for the cash
amount.

        The unaudited pro forma condensed consolidated financial information is provided for illustrative purposes only. The historical financial
information in the unaudited pro forma condensed consolidated balance sheet has been adjusted to give effect to pro forma events that are
directly attributable to the merger and are factually supportable. The historical financial information in the unaudited pro forma condensed
consolidated statements of operations has been adjusted to give effect to pro forma events that are directly attributable to the merger, are
factually supportable, and are expected to have a continuing impact on the consolidated results. Actual results could differ from the pro forma
information presented herein.

        The unaudited pro forma condensed consolidated balance sheet data reflects the acquisition of Kennedy-Wilson, as discussed in greater
detail in the section entitled "Summary of the Material Terms of the Merger" on page 1. The historical balance sheet of Prospect at June 30, 2009
used in the preparation of the unaudited pro forma condensed consolidated financial information has been derived from the unaudited balance
sheet of Prospect at June 30, 2009. For more detailed financial information, see the section entitled "Unaudited Pro Forma Condensed
Consolidated Financial Information" on page 157.

        The selected unaudited pro forma condensed balance sheet as of June 30, 2009 is based on the unaudited historical consolidated balance
sheets as of June 30, 2009 for Prospect and Kennedy-Wilson and gives effect to the merger. The selected unaudited pro forma condensed
consolidated statement of operations for the year ended December 31, 2008 has been derived from audited consolidated financial statements for
the year ended December 31, 2008. The selected unaudited pro forma condensed consolidated statement of operations for the six months ended
June 30, 2009 has been derived from the selected unaudited consolidated financial statements of Prospect and Kennedy-Wilson for the
six months ended June 30, 2009. The selected unaudited pro forma condensed statements of operations give effect to the merger as if it occurred
on the first day of the period presented.

        The following selected unaudited pro forma combined financial information has been derived from, and should be read in conjunction with,
the unaudited pro forma condensed combined financial statements and related notes thereto included elsewhere in this proxy
statement/prospectus, each of Prospect's and Kennedy-Wilson's historical consolidated financial statements and related notes, each of Prospect's
and Kennedy-Wilson's "Management's Discussion and Analysis of Financial Condition and Results of Operations" section and other financial
information contained in this proxy statement/prospectus. The selected unaudited pro forma information presented herein is not intended to
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represent or be indicative of the financial position or results of operations that would have actually occurred had the merger occurred on the
dates indicated and should not be taken as representative of the future consolidated financial position or results operations.

 KENNEDY-WILSON HOLDINGS, INC.
Pro Forma Summary Unaudited Financial Information
(In thousands of U.S. Dollars, except per share amounts)

Years Ended December 31,
Six Months Ended

June 30,

2007 2008 2009

Pro Forma
Consolidated
Companies
(with No
Stock

Conversion
and

Minimum
Warrant

Repurchase)

Pro Forma
Consolidated
Companies

(with
Maximum
Stock

Conversion
and

Maximum
Warrant

Repurchase)

Pro Forma
Consolidated
Companies
(with No
Stock

Conversion
and

Minimum
Warrant

Repurchase)

Pro Forma
Consolidated
Companies

(with
Maximum
Stock

Conversion
and

Maximum
Warrant

Repurchase)

Pro Forma
Consolidated
Companies
(with No
Stock

Conversion
and

Minimum
Warrant

Repurchase)

Pro Forma
Consolidated
Companies

(with
Maximum
Stock

Conversion
and

Maximum
Warrant

Repurchase)
Revenue $ 33,393 $ 33,393 $ 32,225 $ 32,225 $ 19,300 $ 19,300
Net income (loss) $ 7,444 $ 7,444 $ (1,797) $ (1,797) $ (5,663) $ (5,663)
Net income (loss)
attributable to
common
stockholders $ 6,687 $ 6,687 $ (1,851) $ (1,851) $ (5,396) $ (5,396)
Net income (loss)
available to
common
stockholders $ 6,687 $ 6,687 $ (1,851) $ (1,851) $ (5,396) $ (5,396)
Net income per
common share�
Basic $ 0.14 $ 0.16 $ (0.03) $ (0.04) $ (0.10) $ (0.12)
Diluted $ 0.14 $ 0.16 $ (0.03) $ (0.04) $ (0.10) $ (0.12)

Cash dividends per
common share $ �$ �$ �$ �$ �$ �
Total assets $ 370,809 $ 289,834 $ 481,953 $ 400,586 $ 507,315 $ 426,264
Total liabilities $ 96,064 $ 96,064 $ 157,117 $ 157,117 $ 186,401 $ 186,401
Total equity $ 274,745 $ 193,770 $ 324,511 $ 243,469 $ 320,914 $ 239,863

        Pro forma summary unaudited financial information is not presented for the year ended December 31, 2006 since Prospect was not formed
until July 9, 2007.
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 HISTORICAL AND UNAUDITED COMPARATIVE PRO FORMA PER SHARE DATA

        The following table sets forth selected historical equity ownership information for Prospect and Kennedy-Wilson and unaudited pro forma
combined per share ownership information after giving effect to the merger, assuming:

�
that no holders of public shares exercise their conversion rights and that 12,500,000 public warrants are repurchased for
cash; and

�
that holders of 7,499,999 public shares (29.99%) exercise their conversions rights and that 25,000,000 public warrants are
repurchased for cash.

        Prospect is providing this information to aid you in your analysis of the financial aspects of the merger. The historical information should
be read in conjunction with "Selected Historical Financial Information" included on page 155 and the historical consolidated financial
statements of Prospect and Kennedy-Wilson and the related notes thereto included elsewhere in this proxy statement/prospectus. The unaudited
pro forma per share information is derived from, and should be read in conjunction with, the unaudited condensed combined pro forma financial
data and related notes included elsewhere in this proxy statement/prospectus.

        The unaudited pro forma consolidated per share information does not purport to represent what the actual results of operations of Prospect
or Kennedy-Wilson would have been had the merger been completed or to project Prospect's or Kennedy-Wilson's results of operations that may
be achieved after the merger. The unaudited pro forma book value per share information below does not purport to represent what the value of
Prospect and Kennedy-Wilson would have been had the merger been completed nor the book value per share for any future date or period.
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 KENNEDY-WILSON HOLDINGS, INC.
Comparative Per Share Information

Prospect
Acquisition

Corp.

Kennedy-
Wilson,
Inc.

Pro Forma
Consolidated
Companies
(with No
Stock

Conversion
and

Minimum
Warrant

Repurchase)

Pro Forma
Consolidated
Companies

(with
Maximum
Stock

Conversion
and

Maximum
Warrant

Repurchase)
Historical Information�
Number of common shares issued and
outstanding�
December 31, 2008 31,250,000 5,466,150 � �
June 30, 2009 31,250,000 5,387,997 � �

Basic net income (loss) per common share from
continuing operations�
Year ended December 31, 2006 NA(1) $ 1.23 � �
Year ended December 31, 2007 $ 0.05(1) $ 1.85 � �
Year ended December 31, 2008 $ 0.05 $ (0.32) � �
Six months ended June 30, 2009 $ (0.01) $ (1.24) � �

Diluted net income (loss) per common share
from continuing operations�
Year ended December 31, 2006 NA(1) $ 1.07 � �
Year ended December 31, 2007 $ 0.05(1) $ 1.67 � �
Year ended December 31, 2008 $ 0.05 $ (0.32) � �
Six months ended June 30, 2009 $ (0.01) $ (1.24) � �

Net assets at book value per common
share�December 31, 2008 $ 7.65(2) $ 19.36 � �
June 30, 2009 $ 7.65(2) $ 19.30 � �

Pro Forma Information�
Number of common shares issued and
outstanding at closing�
Under no conversion assumption 26,750,000 26,000,000 52,750,000
(% of total) 50.71% 49.29% 100.00%

Under maximum conversion assumption 19,250,001 26,000,000 � 45,250,001
(% of total) 42.54% 57.46% � 100.00%

Basic net income (loss) per common share from
continuing operations�
Year ended December 31, 2007 � � $ 0.14 $ 0.16
Year ended December 31, 2008 � � $ (0.03) $ (0.04)
Six months ended June 30, 2009 � � $ (0.10) $ (0.12)

Diluted net income (loss) per common share
from continuing operations�
Year ended December 31, 2007 � � $ 0.14 $ 0.16
Year ended December 31, 2008 � � $ (0.03) $ (0.04)
Six months ended June 30, 2009 � � $ (0.10) $ (0.12)

Net assets at book value per common share�
December 31, 2008 � � $ 6.15 $ 5.38
June 30, 2009 � � $ 6.08(3) $ 5.30(3)

(1)
Historical and pro forma basic and diluted net income (loss) per common share for Prospect is presented from Prospect's date of inception, July 9, 2007.

(2)
Net assets used to calculated Prospect's historical book value per share includes the value of common stock subject to possible conversion.

(3)
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As a result of purchases that may be effected through arrangements described in the section entitled "Summary of the Proxy
Statement/Prospectus�Actions That May be Taken to Secure Approval of Prospect's Stockholders and Warrantholders" on page 30, the working capital
of the post-merger company would be reduced by as much as $100,200,000. Accordingly, Prospect's net assets at book value per common share would
be reduced by the net effect of any such share purchases on a weighted-average basis. If Prospect spends the maximum amount of $100,200,000,
(i) assuming that no holders of Prospect common stock exercise their conversion rights and that the minimum of 12,500,000 warrants elect the cash
amount, Prospect's net assets at book value per common share would be reduced by $0.92 per share, from $6.08 per share to $5.16 per share, a decrease
of 15.1%; and (ii) assuming that holders of 29.99% of Prospect common stock exercise their conversion rights and that the maximum of 25,000,000
warrants elect the cash amount, Prospect's net assets at book value per common share would be reduced by $1.34 per share, from $5.30 per share to
$3.96 per share, a decrease of 25.3%.
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 RISK FACTORS

        You should carefully consider the following risk factors, together with all of the other information included in this proxy
statement/prospectus, before you decide whether to vote or instruct your vote to be cast to approve the proposals described in this proxy
statement/prospectus.

Risks Related to Kennedy-Wilson's Business and Operations Following the Merger

The success of Kennedy-Wilson's business is significantly related to general economic conditions and the real estate industry and,
accordingly, its business has been and could continue to be harmed by the economic slowdown and downturn in real estate asset values,
property sales and leasing activities.

        Kennedy-Wilson's business is closely tied to general economic conditions and the real estate industry. As a result, Kennedy-Wilson's
economic performance, the value of its real estate and real estate secured notes, and its ability to implement its business strategies may be
affected by changes in national and local economic conditions. The condition of the real estate markets in which Kennedy-Wilson operates tends
to be cyclical and related to the condition of the economy in the U.S. and Japan as a whole and to the perceptions of investors of the overall
economic outlook. Rising interest rates, declining demand for real estate or periods of general economic slowdown or recession have had a
direct negative impact on the real estate market in the past and a recurrence of these conditions in the U.S. or a deeper recession in Japan could
result in a reduction in Kennedy-Wilson's revenues. In addition, the economic condition of each local market where Kennedy-Wilson operates
may be dependent on one or more industries. Kennedy-Wilson's ability to change its portfolio promptly in response to economic or other
conditions is limited. Certain significant expenditures, such as debt service costs, real estate taxes, and operating and maintenance costs are
generally not reduced when market conditions are poor. These factors would impede Kennedy-Wilson from responding quickly to changes in the
performance of its investments and could adversely impact its business, financial condition and results of operations. Kennedy-Wilson has
experienced in past years, is currently experiencing, and expects in the future to be negatively impacted by, periods of economic slowdown or
recession, and corresponding declines in the demand for real estate and related services, within the markets in which it operates. The current
economic recession has been extraordinary for its worldwide scope, its severity and its impact on major financial institutions, among other
aspects. The current recession and the downturn in the real estate market have resulted in and/or may continue to result in:

�
a general decline in rents due to defaulting tenants or less favorable terms for renewed or new leases;

�
fewer purchases and sales of properties by clients, resulting in a decrease in property management fees and brokerage
commissions;

�
a decline in actual and projected sale prices of Kennedy-Wilson's properties resulting in lower returns on the properties in
which it has invested;

�
higher interest rates, higher loan costs, less desirable loan terms and a reduction in the availability of mortgage loans and
mezzanine financing, all of which could increase costs and could limit Kennedy-Wilson's ability to acquire additional real
estate assets; and

�
a decrease in the availability of lines of credit and other sources of capital used to purchase real estate investments and
distressed notes.

Kennedy-Wilson could lose part or all of its investment in the real estate properties it has interests in, which could have a material
adverse effect on its financial condition and results of operations.

        There is the inherent possibility in all of Kennedy-Wilson's real estate investments that it could lose all or part of its investment. Real estate
investments are generally illiquid, which may affect
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Kennedy-Wilson's ability to change its portfolio in response to changes in economic and other conditions. Moreover, in its joint ventures and
funds that invest in real estate, Kennedy-Wilson may not be able to unilaterally decide the timing of the disposition of an investment, and as a
result, may not control when and whether any gain will be realized or loss avoided. The value of Kennedy-Wilson's investments can also be
diminished by:

�
civil unrest, acts of war and terrorism and acts of God, including earthquakes, hurricanes and other natural disasters (which
may result in uninsured or underinsured losses);

�
the impact of present or future legislation in the U.S. or in Japan (including environmental regulation, changes in laws
concerning foreign ownership of property, changes in real estate tax rates, changes in zoning laws and laws requiring
upgrades for disabled persons) and the cost of compliance with these types of legislation; and

�
liabilities relating to claims to the extent insurance is not available or is inadequate.

Kennedy-Wilson may be unsuccessful in renovating the development properties it acquires resulting in investment losses.

        Part of Kennedy-Wilson's investment strategy is to locate and acquire real estate assets that it believes are undervalued and to improve them
to increase their resale value. Kennedy-Wilson faces risks arising from the acquisition of properties not yet fully developed or in need of
substantial renovation or redevelopment, particularly the risk that Kennedy-Wilson overestimates the value of the property and the risk that the
cost or time to complete the renovation or redevelopment will exceed the budgeted amount. Such delays or cost overruns may arise from:

�
shortages of materials or skilled labor;

�
a change in the scope of the original project;

�
the difficulty in obtaining necessary zoning, land-use, environmental, building, occupancy and other governmental permits
and authorization;

�
the discovery of structural or other latent defects in the property once construction has commenced; and

�
delays in obtaining tenants.

        Any failure to complete a redevelopment project in a timely manner and within budget or to sell or lease the project after completion could
have a material adverse effect upon Kennedy-Wilson's business, results of operation and financial condition.

Kennedy-Wilson may not recover part or any of its investment in the mezzanine loans it makes or acquires due to a number of factors
including the fact that such loans are subordinate to the interests of senior lenders.

        Kennedy-Wilson also has made and expects to continue to make or acquire mezzanine loans, which are loans that are secured by real
property, but are subject to the interests of lenders who are senior to Kennedy-Wilson. These mezzanine loans are considered to involve a high
degree of risk compared to other types of loans secured by real property. This is due to a variety of factors, including that a foreclosure by the
holder of the senior loan could result in its mezzanine loan becoming uncollectible. Accordingly, Kennedy-Wilson may not recover the full
amount, or any, of its investment in mezzanine loans. In addition, mezzanine loans may have higher loan to value ratios than conventional term
loans.
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If Kennedy-Wilson is unable to raise additional debt and equity capital, its results of operations could suffer.

        Kennedy-Wilson depends upon third-party equity and debt financings to acquire properties through its investment business, which is a key
driver of future growth. Kennedy-Wilson estimates that in the next 12 to 18 months its acquisition plan will require between approximately
$650 million and $1.3 billion in third-party equity and between approximately $1.3 billion and $2.6 billion in third-party debt. Kennedy-Wilson
expects to obtain debt financing from seller financing, the assumption of existing loans, government agencies and financial institutions.
Kennedy-Wilson expects to obtain equity financing from separate account investors and fund investors, which include pension funds, family
offices, financial institutions, endowments and money managers. Kennedy-Wilson's access to capital funding is uncertain. The current global
economic crisis has resulted in a severe tightening of the credit markets as well as other sources of capital. Kennedy-Wilson's inability to raise
additional capital on terms reasonably acceptable to it could jeopardize the future success of its business.

Kennedy-Wilson's operations in Japan subject it to additional social, political and economic risks associated with conducting business in
foreign countries, which may materially adversely effect Kennedy-Wilson's business and results of operations.

        One of Kennedy-Wilson's strategies for the future is to continue its operations and investments in Asia, particularly in Japan. In furtherance
of this strategy, Kennedy-Wilson expects to commit additional resources to expand its sales and marketing activities in Japan and expand its
service offerings and products in selected markets throughout Asia. If Kennedy-Wilson is successful in implementing this strategy, the increased
scope of its international operations may lead to more volatile financial results and difficulties in managing its businesses. This volatility and
difficulty could be caused by, among other things, the following:

�
restrictions and problems relating to the repatriation of profits;

�
difficulties and costs of staffing and managing international operations;

�
the burden of complying with multiple and potentially conflicting laws;

�
laws restricting foreign companies from conducting business and unexpected changes in regulatory requirements;

�
the impact of different business cycles and economic instability;

�
political instability and civil unrest;

�
greater difficulty in perfecting its security interests, collecting accounts receivable, foreclosing on security and protecting its
interests as a creditor in bankruptcies in certain geographic regions;

�
potentially adverse tax consequences;

�
share ownership restrictions on foreign operations;

�
Japanese property and income taxes, tax withholdings and tariffs; and

�
geographic, time zone, language and cultural differences between personnel in different areas of the world.
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        The current economic downturn has significantly affected countries throughout Asia, including Japan. The worldwide recession has led to
falling stock prices and asset values in Asia and reduced economic growth prospects in Asia. Several property markets in Asia have been
affected by real estate developments that resulted in an oversupply of completed or partially completed space. Property prices have fallen along
with prices of other investments and asset values.
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Kennedy-Wilson's revenues and earnings may be materially and adversely affected by fluctuations in foreign currency exchange rates
due to its international operations.

        Kennedy-Wilson's revenues from non-U.S. operations have been primarily denominated in the local currency where the associated revenues
were earned. Thus, Kennedy-Wilson may experience significant fluctuations in revenues and earnings because of corresponding fluctuations in
foreign currency exchange rates. To date, Kennedy-Wilson's foreign currency exposure has been limited to the Japanese Yen. Due to the
constantly changing currency exposures to which Kennedy-Wilson will be subject and the volatility of currency exchange rates, there can be no
assurance that Kennedy-Wilson will not experience currency losses in the future, nor can Kennedy-Wilson predict the effect of exchange rate
fluctuations upon future operating results. Kennedy-Wilson's management may decide to use currency hedging instruments from time to time
including foreign currency forward contracts, purchased currency options (where applicable) and foreign currency borrowings. The economic
risks associated with these hedging instruments include unexpected fluctuations in inflation rates, which could impact cash flow relative to
paying down debt, and unexpected changes in Kennedy-Wilson's underlying net asset position. There can be no assurance that any hedging will
be effective.

Kennedy-Wilson's joint venture activities subject it to unique third-party risks, including risks that other participants may become
bankrupt or take action contrary to the best interests of Kennedy-Wilson.

        Kennedy-Wilson has utilized joint ventures for large commercial investments and real estate developments. Kennedy-Wilson plans to
continue to acquire interests in additional limited and general partnerships, joint ventures and other enterprises, or joint ventures, formed to own
or develop real property or interests in real property or note pools. It is Kennedy-Wilson's strategy in Japan to invest primarily through joint
ventures. Kennedy-Wilson has acquired and may acquire minority interests in joint ventures and it may also acquire interests as a passive
investor without rights to actively participate in management of the joint ventures. Investments in joint ventures involve additional risks,
including the possibility that the other participants may become bankrupt or have economic or other business interests or goals which are
inconsistent with Kennedy-Wilson's, that Kennedy-Wilson will not have the right or power to direct the management and policies of the joint
ventures and that other participants may take action contrary to its instructions or requests and against its policies and objectives. Should a
participant in a material joint venture act contrary to its interest, it could have a material adverse effect upon Kennedy-Wilson's business, results
of operations and financial condition. Moreover, Kennedy-Wilson cannot be certain that it will continue these investments, or that it can identify
suitable joint venture partners and form new joint ventures in the future.

Kennedy-Wilson purchases distressed notes that have a higher risk of default and delinquencies than newly originated loans and as a
result, Kennedy-Wilson may lose part or all of its investment in such notes.

        Kennedy-Wilson may purchase notes that are unsecured or secured by real or personal property. These notes are generally non-performing
or sub-performing, and often are in default at the time of purchase. In general, the distressed notes Kennedy-Wilson acquires are highly
speculative investments and have a greater than normal risk of future defaults and delinquencies as compared to newly originated loans. Returns
on loan investments depend on the borrower's ability to make required payments or, in the event of default, Kennedy-Wilson's security interests,
if any, and its ability to foreclose and liquidate whatever property may be securing the note. Kennedy-Wilson cannot be sure that it will be able
to collect on a defaulted loan or foreclose on security successfully or in a timely fashion. There may also be instances when Kennedy-Wilson is
able to acquire title to an underlying property and sell it, but not make a profit on its investment.
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Kennedy-Wilson's operating results are subject to significant volatility from quarter to quarter as a result of the varied timing and
magnitude of its strategic acquisitions and dispositions.

        Kennedy-Wilson has experienced a fluctuation in its financial performance from quarter to quarter due in part to the significance of
revenues from the sales of real estate on overall performance. The timing of purchases and sales of its real estate investments has varied, and will
continue to vary, widely from quarter to quarter due to variability in market opportunities, changes in interest rates, and the overall demand for
residential and commercial real estate, among other things. While these factors have contributed to Kennedy-Wilson experiencing increased
operating income and earnings in the fourth quarter in past years, there can be no assurance that Kennedy-Wilson will continue to perform better
in the fourth quarter.

        In addition, the timing and magnitude of brokerage commissions paid to Kennedy-Wilson may vary widely from quarter to quarter
depending upon overall activity in the general real estate market and the nature of its brokerage assignments, among other things.

Kennedy-Wilson may not be successful in competing with companies in the real estate services and investment industry, some of which
may have substantially greater resources than Kennedy-Wilson.

        Real estate services and investment businesses are highly competitive. Kennedy-Wilson's principal competitors include both large
multinational companies and national and regional firms, such as Jones Lang LaSalle, Inc., and CB Richard Ellis, Inc. Many of its competitors
have greater financial resources and broader global presences than Kennedy-Wilson. Kennedy-Wilson competes with companies in the U.S., and
to a limited extent, in Japan, with respect to:

�
selling commercial and residential properties on behalf of customers through brokerage and auction services;

�
leasing and property management, including construction and engineering services;

�
purchasing commercial and residential properties, as well as undeveloped land for Kennedy-Wilson's own account; and

�
acquiring secured and unsecured loans.

        Kennedy-Wilson's property management operations must compete with a growing number of national firms seeking to expand market
share. There can be no assurance that it will be able to continue to compete effectively, maintain current fee levels or arrangements, continue to
purchase investment property profitably or avoid increased competition.

If Kennedy-Wilson is unable to maintain or develop new client relationships, its property management business and financial condition
could be substantially impaired.

        Kennedy-Wilson is highly dependent on long-term client relationships and on revenues received for services under various property
management agreements with third-party owners of properties. A considerable amount of Kennedy-Wilson's revenues are derived from fees
related to these agreements.

        The majority of Kennedy-Wilson's property management agreements are cancelable prior to their expiration by the client for any reason on
as little as 30 to 60 days' notice. These contracts also may not be renewed when their respective terms expire. If Kennedy-Wilson fails to
maintain existing relationships, fails to develop and maintain new client relationships or otherwise loses a substantial number of management
agreements, Kennedy-Wilson could experience a material adverse change in its business, financial condition and results of operations.
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Decreases in the performance of the properties managed by Kennedy-Wilson are likely to result in a decline in the amount of property
management fees and leasing commissions Kennedy-Wilson generates.

        Kennedy-Wilson's property management fees are generally structured as a percentage of the revenues generated by the properties that it
manages. Similarly, its leasing commissions typically are based on the value of the lease commitments. As a result, Kennedy-Wilson's revenues
are adversely affected by decreases in the performance of the properties it manages and declines in rental value. Property performance will
depend upon, among other things, Kennedy-Wilson's ability to control operating expenses (some of which are beyond its control), financial
conditions generally and in the specific areas where properties are located and the condition of the real estate market generally. If the
performance or rental values of the properties Kennedy-Wilson manages decline, the management fees and leasing commissions
Kennedy-Wilson derives from such properties could be materially adversely affected.

Kennedy-Wilson's leasing activities are contingent upon various factors including tenant occupancy and rental rates, which if adversely
affected, could cause Kennedy-Wilson's operating results to suffer.

        A significant portion of Kennedy-Wilson's property management business involves facilitating the leasing of commercial space. In certain
areas of operation, there may be inadequate commercial space to meet demand and there is a potential for a decline in the number of overall
lease and brokerage transactions. In areas where the supply of commercial space exceeds demand, Kennedy-Wilson may not be able to renew
leases or obtain new tenants for its owned and managed rental properties as leases expire. Moreover, the terms of new leases and renewals
(including renovation costs or costs of concessions to tenants) may be less favorable than current leases. Kennedy-Wilson's revenues may be
adversely affected by the failure to promptly find tenants for substantial amounts of vacant space, if rental rates on new or renewal leases are
significantly lower than expected, or if reserves for costs of re-leasing prove inadequate. Kennedy-Wilson cannot be sure that it can continue to
lease properties for its clients and for its own account in a profitable manner.

        Kennedy-Wilson's ability to lease properties also depends on:

�
the attractiveness of the properties to tenants;

�
competition from other available space;

�
its ability to provide for adequate maintenance and insurance and to pay increased operating expenses which may not be
passed through to tenants;

�
the availability of capital to periodically renovate, repair and maintain the properties, as well as for other operating expenses;
and

�
the existence of potential tenants desiring to lease the properties.

If Kennedy-Wilson is unable to identify, acquire and integrate suitable acquisition targets, its future growth will be impeded.

        Acquisitions and expansion have been, and will continue to be, a significant component of Kennedy-Wilson's growth strategy for the
future. While maintaining its existing business lines, Kennedy-Wilson intends to continue to pursue a sustained growth strategy by increasing
revenues from existing clients, expanding the breadth of its service offerings, seeking selective co-investment opportunities and pursuing
strategic acquisitions.

        Kennedy-Wilson's ability to manage its growth will require it to effectively integrate new acquisitions into its existing operations while
managing development of principal properties. Kennedy-Wilson expects that significant growth in several business lines occurring
simultaneously will place
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substantial demands on its managerial, administrative, operational and financial resources. Kennedy-Wilson cannot be sure that it will be able to
successfully manage all factors necessary for a successful expansion of its business. Moreover, Kennedy-Wilson's strategy of growth depends on
the existence of and its ability to identify attractive and synergistic acquisition targets. The unavailability of suitable acquisition targets, or
Kennedy-Wilson's inability to find them, may result in a decline in business, financial condition and results of operations.

The loss of one or more key personnel of Kennedy-Wilson could have a material adverse effect on its operations.

        Kennedy-Wilson's continued success is dependent to a significant degree upon the efforts of its senior executives, who have each been
essential to its business. Certain of its executives have employment contracts with Kennedy-Wilson that are renewable annually. The departure
of all or any of its executives for whatever reason or the inability of all or any of them to continue to serve in their present capacities or
Kennedy-Wilson's inability to attract and retain other qualified personnel could have a material adverse effect upon its business, financial
condition and results of operations. Kennedy-Wilson's executives have built highly regarded reputations in the real estate industry. Its executives
attract business opportunities and assist both in negotiations with lenders and potential joint venture partners and in the representation of large
and institutional clients. If Kennedy-Wilson lost their services, its relationships with lenders, joint venturers and clients would diminish
significantly.

        In addition, certain of Kennedy-Wilson's officers have strong regional reputations and they aid in attracting and identifying opportunities
and negotiating for Kennedy-Wilson and on behalf of its clients. In particular, Kennedy-Wilson views the establishment and maintenance of
strong relationships through certain officers as critical to its success in the Japanese market. As Kennedy-Wilson continues to grow, its success
will be largely dependent upon its ability to attract and retain qualified personnel in all areas of business. Kennedy-Wilson cannot be sure that it
will be able to continue to hire and retain a sufficient number of qualified personnel to support or keep pace with planned growth.

Kennedy-Wilson is highly dependent upon the economy and real estate market in California which has recently experienced a
significant downturn and is vulnerable to future decline.

        Kennedy-Wilson has a high concentration of its business activities in California. Consequently, its business, results of operations and
financial condition are dependent upon general trends in the Californian economy and real estate market. The California economy has
experienced a significant downturn in the current recession and a sustained decline in the value of California real estate. Real estate market
declines in California have become so severe that the market value of a number of properties securing loans has become significantly less than
the outstanding balances of those loans. Real estate market declines may negatively affect Kennedy-Wilson's ability to sell property at a profit.
In addition, California historically has been vulnerable to certain natural disaster risks, such as earthquakes, floods, wild fires and erosion-caused
mudslides. The existence of adverse economic conditions or the occurrence of natural disasters in California could have a material adverse effect
on Kennedy-Wilson's business, financial condition and results of operations.

Kennedy-Wilson has in the past and may continue in the future to incur significant amounts of debt to finance acquisitions, which could
negatively affect Kennedy-Wilson's cash flows and subject its properties or other assets to the risk of foreclosure.

        Kennedy-Wilson has historically financed new acquisitions and property purchases with cash derived from secured and unsecured loans
and lines of credit. For instance, it typically purchases real property with loans secured by a mortgage on the property acquired. Kennedy-Wilson
anticipates continuing this trend. It does not have a policy limiting the amount of debt that it may incur. Accordingly, Kennedy-Wilson's
management and board of directors have discretion to increase the
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amount of its outstanding debt at any time. Kennedy-Wilson could become more highly leveraged, resulting in an increase in debt service costs
that could adversely affect results of operations and increase the risk of default on debt.

        Much of Kennedy-Wilson's debt bears interest at variable rates. As a result, Kennedy-Wilson is subject to fluctuating interest rates that may
impact, adversely or otherwise, results of operations and cash flows. Kennedy-Wilson may be subject to risks normally associated with debt
financing, including the risk that cash flow will be insufficient to make required payments of principal and interest, and the risk that existing
indebtedness on its properties will not be able to be refinanced or that the terms of available new financing will not be as favorable as the terms
of existing indebtedness. If Kennedy-Wilson is unable to satisfy the obligations owed to any lender with a lien on one of its properties, the lender
could foreclose on the real property or other assets securing the loan and Kennedy-Wilson would lose that property or asset. The loss of any
property or asset to foreclosure could have a material adverse effect on Kennedy-Wilson's business, financial condition and results of operations.

Kennedy-Wilson has guaranteed a number of loans in connection with various joint venture partnerships which may result in it being
obligated to make substantial payments.

        Kennedy-Wilson has provided guarantees associated with loans secured by assets held in various joint venture partnerships. The maximum
potential amount of future payments (undiscounted) Kennedy-Wilson could be required to make under the guarantees was approximately
$68.5 million at June 30, 2009. Subsequent to June 30, 2009, several loans have been paid down, which reduced the maximum potential amount
of future payments (undiscounted) Kennedy-Wilson could be required to make under the guarantees to approximately $41.5 million. The
guarantees expire by the year end of 2011 and Kennedy-Wilson's performance under the guarantees would be required to the extent there is a
shortfall in liquidation between the principal amount of the loan and the net sales proceeds of the property. If Kennedy-Wilson were to become
obligated to perform on these guarantees, it could have an adverse effect on its financial condition.

Kennedy-Wilson's auction services business has historically been countercyclical, and as a result, its operating results may be adversely
affected when general economic conditions are improving.

        Kennedy-Wilson's results of operations are dependent on the performance of its auction services group, which historically has been
countercyclical. Kennedy-Wilson's auction services group has recently experienced an increase in revenues due to, among other things, the
substantial increase in the number of foreclosures stemming from the current economic crisis. Improvements in general economic conditions
may cause auction service revenues to decrease, which could cause a material adverse impact on Kennedy-Wilson's results of operations.

Kennedy-Wilson owns real estate properties located in Hawaii, which subjects it to unique risks relating to, among other things, the
current recession in Hawaii, Hawaii's economic dependence on fluctuating tourism, the isolated location of Hawaii and the potential for
natural disasters.

        Kennedy-Wilson conducts operations and owns properties in Hawaii. Consequently, its business, results of operations and financial
condition are dependent upon and affected by general trends in the Hawaiian economy and real estate market. The Hawaiian economy has
experienced a significant downturn in the current recession and a sustained decline in the value of Hawaiian real estate. Real estate market
declines may negatively affect Kennedy-Wilson's ability to sell property at a profit. In addition, Hawaii's economy is largely dependent upon
tourism, which is subject to fluctuation and has recently experienced a significant drop. Hawaii historically has also been vulnerable to certain
natural disaster risks, such as tsunamis, hurricanes and earthquakes, which could cause damage to properties owned by Kennedy-Wilson or
property values to decline in general. Hawaii's remote and isolated
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location also may create additional operational costs and expenses, which could have a material adverse impact on Kennedy-Wilson's financial
results.

Kennedy-Wilson has certain obligations in connection with its real estate brokerage services, which could subject it to liability in the
event litigation is initiated against Kennedy-Wilson for an alleged breach of any such obligation.

        As a licensed real estate broker, Kennedy-Wilson and its licensed employees are subject to certain statutory due diligence, disclosure and
standard-of-care obligations. Failure to fulfill these obligations could subject Kennedy-Wilson or its employees to litigation from parties who
purchased, sold or leased properties they brokered or managed. In addition, Kennedy-Wilson may become subject to claims by participants in
real estate sales claiming that it did not fulfill its statutory obligations as a broker.

Kennedy-Wilson may become subject to claims for construction defects or other similar actions in connection with the performance its
property management services.

        In Kennedy-Wilson's property management capacity, it hires and supervises third-party contractors to provide construction and engineering
services for its properties. While Kennedy-Wilson's role is limited to that of a supervisor, it cannot be sure that it will not be subjected to claims
for construction defects or other similar actions. Adverse outcomes of property management litigation could have a material adverse effect on
Kennedy-Wilson's business, financial condition and results of operations.

Kennedy-Wilson's properties may subject it to potential environmental liability.

        Under various federal, state and local laws, ordinances and regulations, a current or previous owner or operator of real estate may be liable
for the clean up of hazardous or toxic substances and may be liable to a governmental entity or to third parties for property damage and for
investigation and clean-up costs incurred by governmental entities or third parties in connection with the contamination. Such laws typically
impose liability without regard to whether the owner or operator knew of, or was responsible for, the presence of the hazardous or toxic
substances, even when the contaminants were associated with previous owners or operators. The costs of investigation, remediation or removal
of hazardous or toxic substances may be substantial, and the presence of those substances, or the failure to properly remediate those substances,
may adversely affect the owner's or operator's ability to sell or rent the affected property or to borrow using the property as collateral. The
presence of contamination at a property can impair the value of the property even if the contamination is migrating onto the property from an
adjoining property. Additionally, the owner of a site may be subject to claims by parties who have no relation to the property based on damages
and costs resulting from environmental contamination emanating from the site.

        In connection with the direct or indirect ownership, operation, management and development of real properties, Kennedy-Wilson may be
considered an owner or operator of those properties or as having arranged for the disposal or treatment of hazardous or toxic substances.
Therefore, Kennedy-Wilson may be potentially liable for removal or remediation costs.

        Certain federal, state and local laws, regulations and ordinances also govern the removal, encapsulation or disturbance of
asbestos-containing materials during construction, remodeling, renovation or demolition of a building. Such laws may impose liability for
release of asbestos-containing materials, and third parties may seek recovery from owners or operators of real properties for personal injuries
associated with asbestos-containing materials. Kennedy-Wilson may be potentially liable for those costs for properties that it owns. In the past,
Kennedy-Wilson has been required to remove asbestos from certain buildings that it owns. There can be no assurance that in the future
Kennedy-Wilson will not be required to remove asbestos from its buildings or incur other substantial costs of environmental remediation.
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        Before consummating the acquisition of a particular piece of property, it is Kennedy-Wilson's policy to retain independent environmental
consultants to conduct a thorough environmental review of the property to check for contaminants, including performing a Phase I
environmental review. These assessments have included, among other things, a visual inspection of the properties and the surrounding area and a
review of relevant federal, state and historical documents. To date, the assessments Kennedy-Wilson has had done have not revealed any
environmental liability that Kennedy-Wilson believes would have a material adverse effect on its business, assets or results of operations as a
whole, nor is it aware of any material environmental liability of the types described. Nevertheless, it is possible that the assessments
Kennedy-Wilson commissioned do not reveal all environmental liabilities or that there are material environmental liabilities of which
Kennedy-Wilson is currently unaware. There can be no assurance that future laws, ordinances or regulations will not impose any material
environmental liability or that the current environmental condition of its properties will not be affected by tenants, by the condition of land or
operations in the vicinity of those properties, or by unrelated third parties. Kennedy-Wilson has not been notified by any governmental authority,
and is not otherwise aware of any material noncompliance, liability or claim relating to hazardous or toxic substances in connection with any of
its properties. There can be no assurance that federal, state and local agencies or private plaintiffs will not bring these types of actions in the
future, or that those actions, if adversely resolved, would not have a material adverse effect on Kennedy-Wilson's business, financial condition
and results of operations.

Kennedy-Wilson may incur unanticipated expenses relating to laws benefiting disabled persons.

        The Americans with Disabilities Act, or the ADA, generally requires that public accommodations such as hotels and office buildings be
accessible to disabled people. Kennedy-Wilson believes that its properties are in substantial compliance with the ADA and that it will not be
required to make substantial capital expenditures to address the requirements of the ADA. If, however, its properties are not in compliance with
the ADA, the U.S. federal government could fine Kennedy-Wilson or private litigants could be awarded money damages. If Kennedy-Wilson is
required to make substantial alterations to one or more of its properties, its results of operations could be materially adversely affected.

Kennedy-Wilson may incur significant costs complying with laws, regulations and covenants that are applicable to its properties and
operations.

        The properties in Kennedy-Wilson's portfolio and its operations are subject to various covenants and federal, state and local laws and
regulatory requirements, including permitting and licensing requirements. Such laws and regulations, including municipal or local ordinances,
zoning restrictions and restrictive covenants imposed by community developers may restrict Kennedy-Wilson's use of its properties and may
require it to obtain approval from local officials or community standards organizations at any time with respect to its properties, including prior
to acquiring a property or when undertaking renovations of any of its existing properties. Among other things, these restrictions may relate to
fire and safety, seismic, asbestos-cleanup or hazardous material abatement requirements. There can be no assurance that existing laws and
regulations will not adversely affect Kennedy-Wilson or the timing or cost of any future acquisitions or renovations, or that additional
regulations will not be adopted that increase such delays or result in additional costs. Kennedy-Wilson's failure to obtain required permits,
licenses and zoning relief or to comply with applicable laws could have a material adverse effect on its business, financial condition and results
of operations.
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Kennedy-Wilson's property insurance coverages are limited and any uninsured losses could cause Kennedy-Wilson to lose part or all of
its investment in its insured properties.

        Kennedy-Wilson carries comprehensive general liability coverage and umbrella coverage on all of its properties of which it owns more than
50% with limits of liability which Kennedy-Wilson deems adequate and appropriate under the circumstances (subject to deductibles) to insure
against liability claims and provide for the cost of legal defense. There are, however, certain types of extraordinary losses that may be either
uninsurable, or that are not generally insured because it is not economically feasible to insure against those losses. Should any uninsured loss
occur, Kennedy-Wilson could lose its investment in, and anticipated revenues from, a property, which loss or losses could have a material
adverse effect on its operations. Currently, Kennedy-Wilson also insures some of its properties for loss caused by earthquake in levels it deems
appropriate and, where it believes necessary, for loss caused by flood. Kennedy-Wilson cannot be sure that the occurrence of an earthquake,
flood or other natural disaster will not have a materially adverse effect on its business, financial condition and results of operations.

Risks Related to the Merger

If holders of 30% or more of the public shares vote against the proposed merger, Prospect will be forced to liquidate, and Prospect
stockholders may receive less than $9.88 per share and the warrants will expire and be worthless.

        Pursuant to Prospect's amended and restated certificate of incorporation, if holders of 30% or more of the public shares vote against the
proposed merger and elect to convert their shares to cash, Prospect will not be able to close the merger with Kennedy-Wilson and will be forced
to liquidate in accordance with the terms of its amended and restated certificate of incorporation because it will not be able to consummate a
business combination by November 14, 2009. In any liquidation, the net proceeds of Prospect's IPO held in the trust account, plus any interest
earned thereon, less up to $2,750,000 of interest which has been drawn for working capital purposes and less taxes, will be distributed on a pro
rata basis to the holders of public shares. As of October 9, 2009, there was approximately $9.91 per public share in the trust account after
accounting for taxes owing and Prospect's working capital. Upon liquidation there will be no distribution with respect to Prospect's outstanding
warrants and, accordingly, the warrants will expire and be worthless.

Holders of public warrants that elect to continue to hold amended public warrants may be cashed out on a pro rata basis with holders of
the sponsor warrants and holders of public warrants that vote against the warrant amendment proposal or that make no election will
receive the cash amount.

        Upon consummation of the merger, if holders of more than fifty percent of the public warrants outstanding immediately prior to the
consummation of the merger elect to receive amended public warrants, the number of amended public warrants received by the holder will be
reduced proportionately with holders of the sponsor warrants. Accordingly, even if you elect to receive amended public warrants, you may
receive the cash amount in respect of a portion of your public warrants. In addition, holders of public warrants that vote against the warrant
amendment proposal, or that make no election, will receive the cash amount if the warrant amendment proposal is approved. Please see the
section entitled "The Warrant Amendment Proposal�Purpose of the Warrant Amendment" on page 86 for further information.
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Working capital will be reduced if any of Prospect's holders of public shares exercise their right to convert their common stock into cash
and a reduction in working capital may adversely affect the post-merger company's business and future operations.

        Pursuant to Prospect's amended and restated certificate of incorporation, holders of public shares may vote against the merger proposal and
demand that Prospect convert their shares into a pro rata share of the trust account, calculated as of two business days prior to the anticipated
consummation of the merger. Prospect and Kennedy-Wilson will not consummate the merger if holders of 30% or more of the public shares
exercise these conversion rights. If no holders elect to convert their public shares, the trust account will be approximately $247 million at
closing. If the merger is consummated and holders of public shares have demanded to convert their shares, there will be a corresponding
reduction in the amount of funds available to the post-merger company's business and future operations. If conversion rights are exercised with
respect to 7,499,999 shares, which is one share less than the 30% of the public shares, the maximum potential conversion cost would be
approximately $74.1 million.

Prospect's outstanding sponsors warrants may be exercised in the future, which would increase the number of shares eligible for future
resale in the public market and result in dilution to Prospect's stockholders.

        Outstanding redeemable sponsors warrants to purchase an aggregate of 5,250,000 shares of common stock issued to the Prospect founders
in a private placement concurrent with the IPO will become exercisable upon the consummation of the merger, assuming it is completed. These
sponsors warrants likely will be exercised only if the exercise price is below the market price of Prospect common stock. To the extent such
sponsors warrants are exercised, additional shares of Prospect common stock will be issued, which will result in dilution to Prospect's
stockholders and increase the number of shares of common stock eligible for resale in the public market. Sales of such shares of common stock,
as well as the sale of common stock issued pursuant to the 2009 Plan, in the public market could adversely affect the market price of Prospect
common stock.

Prospect's founders, including its officers and directors, control a substantial interest in Prospect and thus may influence certain actions
requiring a stockholder or warrantholder vote.

        The Prospect founders (including all of its officers and directors) collectively own 20% of its issued and outstanding shares of common
stock as of the record date. Immediately prior to and subject to consummation of the merger, 4,750,000 founder shares will be cancelled and
forfeited. As a result of this forfeiture, at the consummation of the merger, the founders will own 1,500,000 shares of Prospect common stock.
Prospect's founders, because of their ownership position, will continue to exert control at least until the consummation of the merger. In the
event that Prospect's sponsors, initial stockholders, officers or directors purchase additional shares of Prospect's common stock or Prospect's
public warrants in the open market, Prospect believes that they will vote any such shares acquired by them in favor of the merger proposal, the
charter amendment�share increase proposal and the charter amendment�existence proposal and will vote any public warrants acquired by them in
favor of the warrant amendment proposal. The sponsors are also expected to vote their sponsor's warrants in favor of the warrant amendment
proposal. Thus, any additional purchase of shares of Prospect's common stock or public warrants by its sponsors, initial stockholders, officers or
directors would likely allow them to exert additional influence over the approval of these proposals.
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Prospect's management's ability to require holders of its warrants to exercise such warrants on a cashless basis will cause holders to
receive fewer shares of common stock upon their exercise of the warrants than they would have received had they been able to exercise
their warrants for cash.

        If Prospect calls its warrants for redemption after the redemption criteria have been satisfied, Prospect's management will have the option to
require any holder that wishes to exercise his warrant to do so on a "cashless basis." In such event, each holder would pay the exercise price by
surrendering the warrants for that number of shares of common stock equal to the quotient obtained by dividing (x) the product of the number of
shares of common stock underlying the warrants, multiplied by the difference between the exercise price of the warrants and the "fair market
value" and (y) the fair market value. The "fair market value" shall mean the average reported last sale prices of Prospect common stock for the
10 trading days ending on the third trading day prior to the date on which notice of redemption is sent to the holders of the warrants. If Prospect's
management chooses to require holders to exercise their warrants on a cashless basis, the number of shares of common stock received by a
holder upon exercise will be fewer than it would have been had such holder exercised his warrants for cash. This will have the effect of reducing
the potential "upside" of the holder's investment in Prospect.

Prospect may redeem a warrantholder's unexpired warrants prior to their exercise at a time that is disadvantageous to them, thereby
making such warrants worthless.

        Assuming approval of the warrant amendment proposal, Prospect will have the ability to redeem outstanding warrants (other than warrants
held by Prospect founders or their permitted transferees) at any time after they become exercisable and prior to their expiration, at a price of
$0.01 per warrant, provided that the last reported sales price of Prospect common stock equals or exceeds $19.50 per share for any 20 trading
days within a 30 trading day period ending on the third business day prior to proper notice of such redemption provided that on the date Prospect
gives notice of redemption and during the entire period thereafter until the time Prospect redeems the warrants, Prospect has an effective
registration statement under the Securities Act covering the shares of common stock issuable upon exercise of the warrants and a current
prospectus relating to them is available. Redemption of the outstanding warrants could force a warrant holder:

�
to exercise its warrants and pay the exercise price therefor at a time when it may be disadvantageous for it to do so,

�
to sell its warrants at the then-current market price when it might otherwise wish to hold such warrants, or

�
to accept the nominal redemption price that, at the time the outstanding warrants are called for redemption, is likely to be
substantially less than the market value of the warrants.

If Prospect's founders or its sponsors or their permitted transferees exercise their registration rights with respect to the founders shares
or sponsors warrants and underlying securities, it may have an adverse effect on the market price of Prospect's common stock.

        The Prospect founders or their permitted transferees are entitled to up to three demands that Prospect register the resale of the founders
shares at any time generally commencing nine months after the consummation of the merger. Additionally, Prospect's sponsors or their
permitted transferees are entitled to up to three demands that it register the resale of their sponsors warrants and underlying shares of common
stock at any time after Prospect consummates the merger. Prospect will bear the cost of registering these securities. If such individuals exercise
their registration rights with respect to all of their securities, then there will be an additional 1,500,000 shares of common stock and 5,250,000
warrants (as well as the 5,250,000 shares of common stock underlying the warrants) eligible for trading in the public market. The presence of
these additional securities trading in the public market may have an adverse effect on the market price of Prospect's common stock. In addition,
the existence of these
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rights may make it more difficult to effectuate the merger or increase the cost of acquiring Kennedy-Wilson as their stockholders may be
discouraged from approving the merger with Prospect because of the potential negative effect the exercise of such rights may have on the trading
market for Prospect's common stock.

If you do not vote your public shares at the special meeting of Prospect stockholders AGAINST the merger or give instructions to your
broker to vote AGAINST the merger and demand that Prospect convert your shares into cash you will NOT be eligible to exercise your
conversion rights and receive a portion of the trust account upon consummation of the merger.

        If you are a holder of public shares, you have the right to vote against the merger proposal and demand that Prospect convert your shares
into a pro rata portion of the trust account. To exercise your conversion rights, you must:

�
affirmatively vote against the merger proposal by proxy or in person at the special meeting of Prospect stockholders,

�
present written instructions to Prospect's transfer agent no later than one business day prior to the vote on the merger
proposal stating that you wish to convert your shares into cash,

�
continue to hold your shares through the closing date of the merger, and

�
tender your shares to Prospect's transfer agent within the period specified in a notice you will receive from or on behalf of
Prospect, which period will not be less than 20 days.

        You may tender your shares by either delivering your stock certificate to the transfer agent or by delivering your shares electronically using
the Depository Trust Company's DWAC (Deposit/Withdrawal At Custodian) System. Any action that does not include an affirmative vote
AGAINST the merger will prevent you from exercising your conversion rights. You may exercise your conversion rights either by checking
the box on the proxy card or by submitting your request in writing to James J. Cahill, Prospect's secretary, at the address listed in this proxy
statement/prospectus.

        If, notwithstanding your negative vote, the merger is completed, then, if you have properly exercised your conversion rights, you will be
entitled to receive a pro rata portion of the trust account, including any interest earned thereon, calculated as of two business days prior to the
date of the consummation of the merger. If you exercise your conversion rights, then you will be exchanging your shares of Prospect common
stock for cash and you will no longer own these shares. However, if the merger is not completed, then these shares will not be converted into
cash. Your vote on any proposal other than the merger proposal will have no impact on your right to seek conversion. If no more than 30% of
the outstanding public shares (minus one share) are converted (7,499,999 shares), Prospect may still consummate the merger. If Prospect does
not consummate a business combination by November 14, 2009, Prospect will liquidate and stockholders will receive their per-share distribution
from the trust account.

The post-merger company may incur expenses associated with defending law suits filed by Kennedy-Wilson Holders.

        Kennedy-Wilson's common stock is currently traded on the Pink Sheets Electronic OTC, and a small percentage of Kennedy-Wilson's
outstanding common stock is owned by holders who are not known to Kennedy-Wilson's management. If one or more of these holders were to
bring a claim alleging that members of Kennedy-Wilson's board of directors breached their fiduciary duties in connection with approving the
merger, Kennedy-Wilson and the post-merger company would incur costs defending and/or settling such claim.
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Upon consummation of the merger, the post-merger company's directors and officers and their affiliates will be significant stockholders,
which will make it possible for them to have significant influence over the outcome of all matters submitted to stockholders for approval
and which influence may be alleged to conflict with the post-merger company's interests and the interests of its other stockholders.

        Upon the consummation of the merger, the post-merger company's directors and executive officers and their respective affiliates will own
an aggregate of approximately 36.9% of the outstanding shares of Prospect common stock assuming no public shares are converted upon
consummation of the merger. The post-merger company's directors and executive officers and their respective affiliates also will hold warrants,
which if exercised, will give them greater control of the post-merger company. These stockholders will have significant influence over the
outcome of all matters submitted for stockholder approval, including the election of the post-merger company's directors and other corporate
actions. In addition, such influence by one or more of these affiliates could have the effect of discouraging others from attempting to purchase or
take over the post-merger company and/or reducing the market price offered for Prospect common stock in such an event.

Prospect's current directors, executive officers and/or affiliates beneficially own shares of common stock and warrants that will be
worthless if the merger is not consummated by November 14, 2009. Such interests may have influenced their decision to approve the
business combination with Kennedy-Wilson.

        Certain Prospect directors, executive officers and/or their affiliates beneficially own common stock in Prospect that they purchased prior to
Prospect's IPO. Additionally, some of Prospect's founders, who also serve as Prospect's directors and executive officers, or their affiliates,
purchased 5,250,000 sponsors warrants in a private placement that occurred simultaneously with Prospect's IPO. Additionally, a founder
purchased 200,000 public warrants on the open market after the IPO. Prospect's directors, executive officers and their affiliates are not entitled to
receive any of the cash proceeds that will be distributed upon Prospect's liquidation with respect to common stock these individuals acquired
prior to Prospect's IPO. Therefore, if the merger is not consummated prior to November 14, 2009 and Prospect is forced to liquidate, such shares
held by such persons will be worthless. This will also be true with respect to their sponsors warrants. As of October 26, 2009 (the record date),
Prospect's directors, executive officers and their affiliates held $61.9 million in common stock (based on a market price of $9.90) and 5,250,000
sponsors warrants, which are not publicly traded and will have an exercise price of $12.50 per warrant (assuming approval of the warrant
amendment proposal) and 200,000 public warrants, which are publicly traded.

        These financial interests of Prospect's directors, executive officers and their affiliates may have influenced their decision to approve the
merger and to continue to pursue the merger. In considering the recommendations of Prospect's board of directors to vote for the merger
proposal and other proposals, you should consider these interests.

Prospect's Chairman and Chief Executive Officer, David A. Minella and each of LLM Structured Equity Fund L.P. and LLM
Investors L.P., entities affiliated with Patrick J. Landers, a director and Prospect's President, are jointly liable to ensure that proceeds
of the trust account are not reduced by vendor claims in the event the business combination is not consummated. Such liability may
have influenced their decision to approve the business combination with Kennedy-Wilson.

        If Prospect liquidates prior to the consummation of the merger, David A. Minella, and each of LLM Structured Equity Fund L.P. and LLM
Investors L.P., have agreed, pursuant to an agreement with Prospect and Citigroup, the representative of the underwriters in the IPO, that if
Prospect liquidates prior to the consummation of a business combination, they will be jointly liable to ensure that the proceeds in the trust
account are not reduced by the claims of target businesses or vendors or other

60

Edgar Filing: Prospect Acquisition Corp - Form 424B2

78



Table of Contents

entities that are owed money by Prospect for services rendered or contracted for or products sold to Prospect, other than with respect to amounts
claimed by any third-party who executed a waiver (even if such waiver is subsequently found to be invalid and unenforceable). Prospect cannot
assure you that they would be able to satisfy those obligations. Pursuant to the underwriting agreement between Prospect and Citigroup, Prospect
agreed not to commence its due diligence investigation of any operating business which it sought to acquire or obtain the services of any vendor
without using its best efforts to obtain an agreement pursuant to which such party would waive any claims against the trust account. As of the
date of this proxy statement/prospectus, Prospect has received waiver agreements from each of its vendors other than its independent registered
accounting firm and Kennedy-Wilson with respect to certain provisions of the merger agreement. Further, under the merger agreement,
Kennedy-Wilson agreed to waive all rights, title and claims to the trust account, except for $10,000,000, in case of breach by Prospect of its
no-shop/non-solicit provision.

If Prospect is unable to complete the merger by November 14, 2009, Prospect's corporate existence will terminate and Prospect will be
forced to liquidate. In such event, third parties may bring claims against Prospect and, as a result, the proceeds held in trust could be
reduced and the per-share liquidation price received by stockholders could be less than $9.88 per share.

        Prospect must complete the merger with Kennedy-Wilson by November 14, 2009, when Prospect's corporate existence will terminate and
Prospect will be required to liquidate. In such event, third parties may bring claims against Prospect, although Prospect has obtained waiver
agreements from certain vendors and service providers. Prospect has engaged, and owes money to, third-party vendors and other entities in
connection with the negotiation with prospective target businesses. While most parties have waived any right, title, interest or claim of any kind
they may have in or to any monies held in the trust account, there is no guarantee that they or other vendors who did not execute such waivers
will not seek recourse against the trust account notwithstanding such agreements. Furthermore, there is no guarantee that a court will uphold the
validity of such agreements. Accordingly, the proceeds held in the trust account could be subject to claims that could take priority over those of
Prospect's stockholders. Additionally, if Prospect is forced to file a bankruptcy case or an involuntary bankruptcy case is filed against Prospect
which is not dismissed, the proceeds held in the trust account could be subject to applicable bankruptcy law, and may be included in Prospect's
bankruptcy estate and subject to the claims of third parties with priority over the claims of Prospect's stockholders. If any bankruptcy or other
claims deplete the trust account, Prospect cannot assure you that it will be able to return to Prospect's stockholders at least $9.88 per share.

Prospect's stockholders may be held liable for claims by third parties against Prospect to the extent of distributions received by
Prospect's stockholders.

        If Prospect is unable to complete the merger with Kennedy-Wilson by November 14, 2009, Prospect will be liquidated. Under Sections 280
through 282 of the DGCL, stockholders may be liable for claims by third parties against a corporation to the extent of distributions received by
them. Pursuant to Section 280, if the corporation complies with certain procedures intended to ensure that it makes reasonable provisions for all
claims against it, including a 60 day notice period during which any third-party claims can be brought against the corporation, a 90 day period
during which the corporation may reject any claim brought and an additional 150 day waiting period before any liquidating distributions are
made to stockholders, any liability of a stockholder with respect to a liquidating distribution is limited to the lesser of such stockholder's pro rata
share of the claim or the amount distributed to the stockholder, and any liability of the stockholder would be barred after the third anniversary of
the liquidation. Prospect will seek to conclude the process as soon as possible and as a result does not intend to comply with those procedures.
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        Because Prospect will not be complying with those procedures, Prospect is required, pursuant to Section 281 of the DGCL, to adopt a plan
that will provide for Prospect's payment, based on facts known to Prospect at such time, of:

�
all existing claims,

�
all pending claims, and

�
all claims that may be potentially brought against Prospect within the subsequent 10 years.

        Accordingly, Prospect would be required to provide for any creditors known to Prospect at that time or those that Prospect believes could
be potentially brought against Prospect within the subsequent 10 years prior to distributing the funds held in the trust account to Prospect's
stockholders. All claims that may be potentially brought against Prospect may not be properly assessed. As such, Prospect's stockholders could
potentially be liable for any claims to the extent of distributions received by them in a liquidation and any liability of Prospect's stockholders
may extend well beyond the third anniversary of such liquidation. Accordingly, third parties may seek to recover from Prospect's stockholders
amounts owed to them by Prospect.

        Additionally, if Prospect is forced to file a bankruptcy case or an involuntary bankruptcy case is filed against Prospect that is not dismissed,
any distributions received by Prospect's stockholders in Prospect's liquidation might be viewed under applicable debtor/creditor and/or
bankruptcy laws as either a "preferential transfer" or a "fraudulent conveyance." As a result, a bankruptcy court could seek to recover all
amounts received by Prospect's stockholders in Prospect's liquidation. Furthermore, because Prospect intends to distribute the proceeds held in
the trust account to Prospect's stockholders as soon as possible after Prospect's liquidation, this may be viewed or interpreted as giving
preference to Prospect's stockholders over any potential creditors with respect to access to or distributions from Prospect's assets. Furthermore,
Prospect's board of directors may be viewed as having breached their fiduciary duties to Prospect's creditors and/or may have acted in bad faith,
thereby exposing Prospect's board of directors and Prospect to claims of punitive damages, by paying Prospect's stockholders from the trust
account prior to addressing the claims of creditors and/or complying with certain provisions of the DGCL with respect to Prospect's liquidation.
Claims may be brought against Prospect for these reasons.

Neither Prospect nor its stockholders will have the protection of any practical indemnification, escrow, price adjustment or other
provisions that allow for recourse in the event that any of the representations and warranties made by Kennedy-Wilson in the merger
agreement prove to be inaccurate or incorrect.

        The representations and warranties made by Prospect and Kennedy-Wilson to each other in the merger agreement generally will survive the
completion of the merger for a period of twelve months. Only Kennedy-Wilson, which will be a wholly-owned subsidiary of Prospect, and not
Kennedy-Wilson's stockholders, is providing indemnification to Prospect for breaches of Kennedy-Wilson's representations and warranties in
the merger agreement. This means Prospect would be seeking to recover damages from its own subsidiary. Kennedy-Wilson's liability is capped
at $10,000,000 with a $1,000,000 deductible. In addition, there is no escrow for indemnification and no purchase price adjustment if
Kennedy-Wilson's financial position is different than what was represented to Prospect. As a result, Prospect and its stockholders will not have
the protection of additional escrow, price adjustment or other provisions that present a real opportunity to recover damages or for a post-closing
adjustment to be made to the merger consideration if any representation or warranty made by Kennedy-Wilson in the merger agreement proves
to be inaccurate or incorrect.
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Prospect and Kennedy-Wilson expect to incur significant costs associated with the merger, whether or not the merger is completed,
which will reduce the amount of cash available for other corporate purposes.

        Both Prospect and Kennedy-Wilson expect to incur significant costs associated with the merger, whether or not the merger is completed.
These costs will reduce the amount of cash available for other corporate purposes. Prospect estimates that it will incur direct transaction costs of
approximately $3.3 million associated with the merger, which will be recorded as financing expense for accounting purposes if the merger is
completed. Kennedy-Wilson estimates that it will incur direct transaction costs of approximately $4.8 million, which will be recorded as share
issuance costs for accounting purposes if the merger is completed. In addition, upon completion of the merger, Prospect will be required to pay
$6,000,000 of previously accrued deferred underwriting fees to Citigroup (the underwriters have agreed to forgo $4,000,000 of deferred
underwriting compensation otherwise payable to them in connection with, and in accordance with the terms of, the underwriting agreement for
the IPO), plus $3,000,000 in cash fees for acting as Prospect's financial advisor in connection with the merger. The actual costs may exceed
these estimates. In addition, the post-merger company may incur additional material charges reflecting additional costs associated with the
arrangement in fiscal quarters subsequent to the quarter in which the merger is completed. There is no assurance that the significant costs
associated with the merger will prove to be justified in light of the benefits ultimately realized.

Kennedy-Wilson has not waived its right to proceed against the assets in the trust account in the event of a breach by Prospect or its
representatives of certain no-shop/non-solicit provisions in the merger Agreement and Kennedy-Wilson may be liable for a break-up fee
if it should fail to receive stockholder approval for the merger.

        Pursuant to the merger agreement, Kennedy-Wilson has generally agreed that it may not proceed against the trust account to the extent it
may have claims for damages arising out of the proposed merger and the merger agreement. However, this waiver does not extend to damages
arising from Prospect's or its representatives' breach of an agreement not to seek to consummate a different business combination. If Prospect or
its representatives should breach this provision, Kennedy-Wilson would have the right to proceed against assets in the trust account, up to a
maximum of $10,000,000, which would reduce the amount of cash available in the trust account. In addition, if either party terminates the
merger agreement because Kennedy-Wilson fails to receive its common stockholder approval for the merger by November 14, 2009,
Kennedy-Wilson is obligated to pay to Prospect $10,000,000 as liquidated damages. If such amount is not paid within 30 days after termination
of the merger agreement, interest will begin to accrue on this amount. This payment would reduce the amount of working capital available to
Kennedy-Wilson.

Directors of the post-merger company may have interests that align with those of former stockholders of Kennedy-Wilson rather than
with stockholders of Prospect prior to the merger.

        While a majority of the proposed members of the post-merger board of directors are considered "independent" under the listing standards of
AMEX, the post-merger company's board will contain six members of Kennedy-Wilson's existing board of directors and one member of
Prospect's existing board of directors. In addition, certain officers of Kennedy-Wilson will become officers of Prospect. The directors who were
formerly directors of Kennedy-Wilson and the officers who were formerly officers of Kennedy-Wilson may align their interests with those of the
former stockholders of Kennedy-Wilson rather than those of the stockholders of Prospect prior to the merger.
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As a result of the merger, the ownership interest of Prospect's current stockholders will be substantially reduced, resulting in a dilution
of Prospect's current stockholders' voting power.

        In connection with the consummation of the merger, Prospect will issue 30.115 million shares of Prospect common stock, including
26 million shares to be issued to Kennedy-Wilson stockholders, 250,000 shares to be issued to DGA, and 2,376,000 shares to be issued to
employees of Kennedy-Wilson under the 2009 Plan. The issuance of these 30.115 million shares of Prospect common stock (offset in part by the
forfeiture of 4.75 million shares by the Prospect founders), will dilute Prospect's existing stockholders' voting interest from 100% to
approximately 48.1% of the post-merger company's voting interests (assuming none of Prospect's stockholders exercise their conversion rights),
and approximately 39.9% of the post-merger company's voting interests (assuming 29.99% of Prospect's stockholders exercise their conversion
rights).

        In addition, following the merger, Prospect's outstanding common stock will be subject to substantial potential dilution by outstanding
Prospect warrants and, if the equity participation plan proposal is approved, by future awards granted under the 2009 Plan.

The post-merger company may issue additional equity securities which may dilute your interest in the post-merger company.

        In order to expand the post-merger company's business, the post-merger company may consider offering and issuing additional equity or
equity-based securities. Holders of the post-merger company's securities may experience a dilution in the net tangible book value per share held
by them if this occurs. The number of shares that the post-merger company may issue for cash without stockholder approval will be limited by
the rules of the exchange on which the post-merger company's securities are then listed. However, there are generally exceptions which allow
companies to issue a limited number of equity securities which would dilute your ownership.

The ownership interest of Prospect's current stockholders will be substantially diluted if the Guardian Note is converted following the
merger.

        In connection with the merger, the Guardian Note which bears interest at a fixed rate of 7% payable quarterly, the outstanding balance of
which is due on November 3, 2018 will be convertible into shares of Prospect common stock. Under the terms of the Guardian Note and a letter
agreement entered into between Kennedy-Wilson and Guardian on October 8, 2009, following the consummation of the merger, Guardian will
have the option to convert, in whole or in part, the outstanding principal balance and accrued interest into common stock at a conversion price of
$9.86 per share any time prior to May 3, 2017. As of October 22, 2009, the outstanding principal balance and accrued interest of the Guardian
Note were $30 million and $466,666, respectively. Upon consummation of the merger, the estimated number of shares of common stock into
which the Guardian Note will be convertible is 3,042,466. To the extent the Guardian Note is converted, additional shares of the post-merger
company's common stock will be issued, which will result in dilution to the post-merger company's stockholders and increase the number of
shares of common stock eligible for resale into the public market. Sales of such shares of common stock could adversely affect the market price
of the post-merger company's common stock.

If the merger's benefits do not meet the expectations of financial or industry analysts, the market price of the post-merger company's
common stock may decline.

        The market price of the post-merger company's common stock may decline as a result of the merger if:

�
the post-merger company does not achieve the perceived benefits of the merger as rapidly, or to the extent anticipated by,
financial or industry analysts; or
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�
the effect of the merger on the post-merger company's financial results is not consistent with the expectations of financial or
industry analysts.

        Accordingly, the post-merger company's stockholders may experience a loss as a result of a decline in the market price of Prospect
common stock. In addition, a decline in the market price of the post-merger company common stock could adversely affect the post-merger
company's ability to issue additional securities and the post-merger company's ability to obtain additional financing in the future.

The price of the post-merger company's common stock after the consummation of the merger may be volatile.

        The price of the post-merger company's common stock after the consummation of the merger may be volatile, and may fluctuate due to
factors such as:

�
changes in real estate prices;

�
actual or anticipated fluctuations in the post-merger company's quarterly and annual results and those of its publicly held
competitors;

�
mergers and strategic alliances among any real estate companies;

�
market conditions in the industry;

�
changes in government regulation and taxes;

�
shortfalls in the post-merger company's operating results from levels forecasted by securities analysts;

�
investor sentiment toward the stock of real estate companies in general;

�
announcements concerning the post-merger company or its competitors; and

�
the general state of the securities markets.

If Prospect is unable to consummate the merger or another business combination, Prospect's holders of public shares will be forced to
wait before receiving liquidation distributions.

        Prospect has until November 14, 2009 to consummate the merger or another business combination. If Prospect does not consummate the
merger or another business combination during such time period, Prospect will liquidate in accordance with its amended and restated certificate
of incorporation. Prospect has no obligation to return funds to Prospect's stockholders prior to such date unless Prospect consummates the
merger or another business combination prior thereto and only then in cases where Prospect's stockholders have sought conversion of their
shares. Only after the expiration of this period will Prospect's stockholders be entitled to liquidation distributions if Prospect is unable to
complete the merger or another business combination. Further, Prospect may not be able to disburse the funds in the trust account immediately
following November 14, 2009, until it has commenced the liquidation process in accordance with its amended and restated certificate of
incorporation and the DGCL. If Prospect has not consummated the merger or another business combination by November 14, 2009, Prospect
will automatically liquidate without the need for a stockholder vote.

If the merger is not consummated, time and resources spent by Prospect in pursuit of the merger will have been wasted, and Prospect
likely will not have time to locate and acquire or merge with another business.
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        The investigation of Kennedy-Wilson and the negotiation, drafting, and execution of relevant agreements, disclosure documents, and other
instruments in connection with the merger have required substantial management time and attention, along with substantial costs for
accountants, attorneys and
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others. If a decision is made to not complete the merger, the costs incurred up to that point for the merger likely would not be recoverable.
Furthermore, Prospect may fail to consummate the merger for any number of reasons including those beyond Prospect's control, such as if the
number of Prospect's stockholders who vote against the merger proposal and properly exercise their conversion rights represent more than 30%
(minus one share) of the outstanding public shares. Such an event would result in a loss to Prospect of the related costs incurred which could
materially adversely affect Prospect's subsequent attempts to locate and acquire or merge with another business.

Prospect's holders of public shares could vote against the merger proposal and exercise their conversion rights and a large number of
warrantholders could opt for the cash exchange, resulting in less working capital for the post-merger company.

        If some of the current Prospect holders of public shares vote against the merger proposal and decide to convert their shares of Prospect
common stock for cash upon consummation of the merger and if up to one hundred percent of the Prospect warrantholders elect the cash
exchange in the context of the warrant amendment proposal, it would deplete the amount of cash available to the post-merger company upon
consummation of the merger. The post-merger company may be unable to implement its business plan if the maximum number of Prospect's
holders of public shares exercised their conversion rights and one hundred percent of Prospect warrantholders elect the cash exchange option.

Prospect does not have any operations and Kennedy-Wilson has not recently operated as a "reporting company." Fulfilling the
post-merger company's obligations as a "reporting company" after the merger will be expensive and time consuming.

        Kennedy-Wilson has not been a public reporting company since 2004 and since that time has not been required to document and assess the
effectiveness of its internal control procedures in order to satisfy the requirements of Section 404 of the Sarbanes-Oxley Act of 2002. Although
Prospect has maintained disclosure controls and procedures and internal control over financial reporting as required under the federal securities
laws with respect to its activities, Kennedy-Wilson has not been required to establish and maintain such disclosure controls and procedures and
internal controls over financial reporting as will be required with respect to a public company with substantial operations. Under the
Sarbanes-Oxley Act of 2002 and the related rules and regulations of the SEC, Kennedy-Wilson will be required to implement additional
corporate governance practices and to adhere to a variety of reporting requirements and accounting rules. Compliance with these obligations will
require significant time and resources from Kennedy-Wilson's management, finance and accounting staff and will significantly increase
Kennedy-Wilson's legal, insurance and financial compliance costs. As a result of the increased costs associated with being a "reporting
company," Kennedy-Wilson's operating income as a percentage of revenue is likely to be lower.

The completion of the merger could result in disruptions in business, loss of customers or contracts or other adverse effects.

        The completion of the merger may cause disruptions, including potential loss of customers and other business partners, and have material
adverse effects on the post-merger company's business and operations. It is possible that Kennedy-Wilson's pre-merger customers and other
business partners, in response to the completion of the merger, may adversely change or terminate their relationships with the post-merger
company, which could have a material adverse effect on the business of the post-merger company.
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The pro forma condensed combined financial statements are not an indication of the post-merger company's financial condition or
results of operations following the merger.

        The pro forma condensed combined financial statements contained in this proxy statement/prospectus are not an indication of the
post-merger company's financial condition or results of operations following the merger. The pro forma condensed combined financial
statements have been derived from the historical financial statements of Prospect and Kennedy-Wilson and many adjustments and assumptions
have been made regarding the post-merger company after giving effect to the merger. The information upon which these adjustments and
assumptions have been made is preliminary, and these kinds of adjustments and assumptions are difficult to make with complete accuracy. As a
result, the actual financial condition and results of operations of the post-merger company may not be consistent with, or evident from, these pro
forma financial statements. In addition, the actual earnings per share ("EPS"), of the post-merger company may decrease below that reflected in
the pro forma condensed combined financial statements for several reasons. The assumptions used in preparing the pro forma financial
statements may not prove to be accurate and other factors may affect the post-merger company's actual EPS following the merger.

AMEX may delist Prospect's securities from quotation on its exchange, which could limit your ability to trade Prospect securities and
subject Prospect to additional trading restrictions.

        Prospect's securities are listed on AMEX, a national securities exchange. Although Prospect currently satisfies the minimum listing
standards set forth in Section 101 of the AMEX Company Guide, which only requires that it meet certain requirements relating to stockholders'
equity, market capitalization, aggregate market value of publicly held shares and distribution requirements, Prospect cannot assure you that its or
the post-merger company's securities will continue to be listed on AMEX in the future. Additionally, in connection with the merger, it is likely
that AMEX will require Prospect to file a new initial listing application and meet its initial listing requirements as opposed to its more lenient
continued listing requirements. Even if such application is accepted, the post-merger company may be unable to maintain the listing of its
securities in the future.

        If AMEX delists Prospect's or the post-merger company's securities from trading on its exchange, Prospect could face significant material
adverse consequences, including:

�
a limited availability of market quotations for the post-merger company's securities;

�
a limited amount of news and analyst coverage for the post-merger company;

�
a decreased ability for the post-merger company to issue additional securities or obtain additional financing in the future; and

�
limited liquidity for the post-merger company's stockholders due to thin trading.

Actions taken by Prospect and others to increase the likelihood of approval of the merger proposal and other proposals could have a
depressive effect on the value of Prospect common stock.

        At any time prior to the special meeting of Prospect stockholders and special meeting of Prospect warrantholders, during a period when
they are not then aware of any material non-public information regarding Prospect or its securities, and pursuant to agreements in a form that
would not violate insider trading rules, Prospect, the Prospect founders, Kennedy-Wilson and Kennedy-Wilson Holders and/or their respective
affiliates may purchase shares of Prospect common stock or public warrants from institutional and other investors, or execute agreements to
purchase such shares or public warrants from them in the future, or they may enter into transactions with such persons and others to provide
them with incentives to acquire shares of Prospect common stock or public warrants or vote their shares or public warrants in favor of the
merger proposal or the warrant amendment proposal, as
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applicable. The purposes of such common stock or public warrant purchases and other transactions would be:

�
to increase the likelihood that holders of a majority of shares underlying the warrants is present and voting at the special
meeting of Prospect warrantholders,

�
to increase the likelihood of satisfaction of the requirements that holders of a majority of the public shares present at the
special meeting of Prospect stockholders in person or by proxy and eligible to vote thereon vote in favor of the merger
proposal,

�
to increase the likelihood that the holders of a majority of shares underlying the Prospect warrants vote in favor of the
warrant amendment proposal, or

�
to increase the likelihood that holders of fewer than 30% of the public shares vote against the merger proposal and demand
conversion of their public shares into cash.

        Entering into any such arrangements may have a depressive effect on the value of Prospect common stock or public warrants.

Prospect may disclose its entry into arrangements with stockholders, warrantholders or aggregators or significant purchases made by
aggregators, the Prospect founders, Kennedy-Wilson, Kennedy-Wilson Holders and/or their respective affiliates shortly before the
special meeting of Prospect stockholders, and its stockholders may not have enough time prior to the special meeting of stockholders to
reconsider their vote in light of these disclosures.

        Prospect will within one business day and, in any event, prior to the special meeting of stockholders and warrantholders file a Current
Report on Form 8-K to disclose any arrangements entered into with stockholders, warrantholders or aggregators or significant purchases made
by any of the aforementioned persons that would affect the vote on the merger proposal, the warrant amendment proposal, the charter
amendment-share increase proposal, the charter amendment-existence proposal, or the conversion threshold. In addition, Prospect will promptly
post on its website any such significant purchases made until immediately prior to the special meetings of stockholders and warrantholders.
However, since Prospect's corporate existence will terminate on November 14, 2009 if the merger is not consummated, Prospect cannot provide
stockholders who have voted for the merger with additional time beyond the meeting date to reconsider their vote. Accordingly, stockholders
and warrantholders should assume that Prospect may expend the maximum amount of $100,200,000 for these types of arrangements. In
addition, when access to voting ceases at 11:59 p.m. Eastern time on the day before the special meetings, stockholders and
warrantholders may not know the final amount expended by Prospect, or the final number of shares or warrants purchased.
Stockholders who wish to reconsider their vote up to and including the meeting date should follow the procedures set forth in Questions and
Answers for Prospect Stockholders and Warrantholders About the Proposals�May I change my vote after I have mailed my signed proxy card?
on page 13.

If Prospect enters into purchase agreements with holders of its common stock or warrants using funds from Prospect's trust account, it
will diminish the funds available to the post-merger company for working capital.

        To increase the likelihood that the proposals set forth in this proxy statement/prospectus will be approved by its stockholders and
warrantholders and that holders of fewer than 30% of the public shares vote against the merger proposal and demand conversion of their public
shares into cash, Prospect may enter into arrangements to purchase shares or public warrants from institutional and other investors. Prospect
would pay the purchase price for such shares or public warrants using funds in Prospect's trust account upon the closing of the merger. As a
result of the purchases that may be effected through these arrangements, the working capital of the post-merger company may be reduced

68

Edgar Filing: Prospect Acquisition Corp - Form 424B2

87



Table of Contents

by as much as $100,200,000, and Prospect's total equity may be reduced by the amount of funds so expended. Accordingly, Prospect's net assets
at book value per common share would be reduced by the net effect of such share purchases on a weighted-average basis. For example,
assuming that no holders of Prospect common stock exercise their conversion rights and assuming that the minimum of 12,500,000 warrants
elect the cash amount, if Prospect spends the maximum amount of $100,200,000 on these types of arrangements, Prospect's net assets at book
value per common share would be reduced by $0.92 per share. Likewise, assuming that holders of 29.99% of Prospect common stock exercise
their conversion rights and assuming that the maximum of 25,000,000 warrants elect the cash amount, if Prospect spends the maximum amount
of $100,200,000 on these types of arrangements, Prospect's net assets at book value per common share would be reduced by $1.34 per share.

If Prospect engages a third-party aggregator in lieu of or in addition to entering into direct purchase arrangements with stockholders or
warrantholders, it will expend funds in connection with these arrangements, but it will not directly control the activities of the
aggregator.

        Prospect may engage a third-party aggregator to buy shares and subsequently sell such shares to Prospect in connection with the closing of
the merger. Under terms of this arrangement, the aggregator will be responsible for identifying and negotiating with potential sellers, and
Prospect will not control the process. In addition, although Prospect will ensure that any agreement with an aggregator will restrict the
aggregator from offering sellers a purchase price in excess of $0.04 per share over the per share value held in Prospect's trust account, Prospect
cannot dictate the terms of the purchases or the sellers of the shares. However, the maximum amount that Prospect will expend for arrangements
with aggregators, together with any direct purchase agreements Prospect may enter into with its stockholders or warrantholders, is $100,200,000.

An investor will only be able to exercise a Prospect warrant if the issuance of Prospect common stock upon such exercise has been
registered or qualified or is deemed exempt under the securities laws of the state of residence of the holder of the warrants.

        No Prospect warrants will be exercisable, and Prospect is not required to issue shares of Prospect common stock, unless the Prospect
common stock issuable upon such exercise has been registered or qualified or deemed to be exempt under the securities laws of the state of
residence of the holder of the warrants. Because the exemptions from qualification in certain states for resales of warrants and for issuances of
common stock by the issuer upon exercise of a warrant may be different, a warrant may be held by a holder in a state where an exemption is not
available for issuance of Prospect common stock upon exercise and the holder will be precluded from exercise of the warrant. After the closing
of the merger, the Prospect warrants will be exercisable and Prospect expects the Prospect common stock and warrants to be listed on a national
securities exchange, which would provide an exemption from registration in every state. If Prospect's securities are not so listed or another
exemption is not available, Prospect would be required to register the warrants in every state. Accordingly, Prospect believes holders in every
state will be able to exercise their warrants as long as Prospect's prospectus relating to the Prospect common stock issuable upon exercise of the
Prospect warrants is current. However, the market for the Prospect warrants may be limited and the holders of the Prospect warrants may not be
able to exercise their warrants if the Prospect common stock issuable upon such exercise is not qualified or exempt from qualification in the
jurisdictions in which the holders of the Prospect warrants reside.
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Although Prospect has agreed to maintain the effectiveness of the registration statement registering the shares of Prospect common
stock issuable upon exercise of Prospect warrants, an effective registration statement may not be in place when an investor desires to
exercise warrants, thus precluding such investor from being able to exercise its warrants.

        Prospect is not required to issue shares of Prospect common stock unless, at the time such holder seeks to exercise such warrant, Prospect
has a registration statement under the Securities Act in effect covering the shares of Prospect common stock issuable upon the exercise of the
warrants and a current prospectus relating to the common stock. Under the terms of the warrant agreement, as amended, Prospect has agreed to
use its best efforts to have a registration statement in effect covering the shares of Prospect common stock issuable upon exercise of the Prospect
warrants from the date of the closing until the expiration of the warrants and to maintain a current prospectus relating to the common stock
issuable upon exercise of the warrants. However, Prospect cannot assure holders of the Prospect warrants that it will be able to do so, and if it
does not maintain a current prospectus related to the common stock issuable upon exercise of Prospect warrants, holders will be unable to
exercise their warrants. If the prospectus relating to the common stock issuable upon the exercise of Prospect warrants is not current, Prospect
will have no obligation to settle the warrants for cash or by net settlement, and in such event the market for such warrants may be limited. While
Prospect intends to list the warrants on AMEX and to maintain such listing during the period in which the warrants are exercisable, there can be
no assurance that the listing will be approved or that Prospect will be successful in maintaining the listing.

Prospect's staggered board may entrench management and discourage unsolicited stockholder proposals that may be in the best
interests of stockholders and certain anti-takeover provisions in Prospect's organizational documents may discourage a change in
control.

        Prospect's proposed amended and restated certificate of incorporation provides that its board of directors will be divided into three classes,
each of which will generally serve for a term of three years with only one class of directors being elected in each year. As a result, at any annual
meeting only a minority of the board of directors will be considered for election. Since this "staggered board" would prevent its stockholders
from replacing a majority of its board of directors at any annual meeting, it may entrench management and discourage unsolicited stockholder
proposals that may be in the best interests of stockholders. Additionally, following the consummation of the merger, certain provisions of
Prospect's second amended and restated certificate of incorporation and Prospect's amended and restated bylaws may have an anti-takeover
effect and may delay, defer or prevent a tender offer or takeover attempt that a stockholder might consider in its best interest, including those
attempts that might result in a premium over the market price for the shares held by stockholders.

        These provisions provide for, among other
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