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

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended June 30, 2013

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

For the transition period from to

Commission file number 001-33824

Kennedy-Wilson Holdings, Inc.
(Exact name of Registrant as specified in its charter)

Delaware 26-0508760
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

9701 Wilshire Blvd., Suite 700
Beverly Hills, CA 90212
(Address of principal executive offices)

Registrant’s telephone number, including area code:
(310) 887-6400

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days. Yes x No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files). Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company.

(See definition of “large accelerated filer, accelerated filer and smaller reporting company” in Rule 12b-2 of the
Exchange Act). (Check one):

Large Accelerated Filero Accelerated Filer X
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Non-Accelerated Filer o Smaller Reporting Company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). o Yes x No

The number of shares of common stock outstanding as of August 2, 2013 was 73,977,460.
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FORWARD-LOOKING STATEMENTS

Statements made by us in this report and in other reports and statements released by us that are not historical facts
constitute “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended
(the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These
forward-looking statements are necessarily estimates reflecting the judgment of our senior management based on our
current estimates, expectations, forecasts and projections and include comments that express our current opinions

about trends and factors that may impact future operating results. Disclosures that use words such as “believe,”
“anticipate,” “estimate,” “intend,” “could,” “plan,” “expect,” “project” or the negative of these, as well as similar expressions, :
intended to identify forward-looking statements. These statements are not guarantees of future performance, rely on a
number of assumptions concerning future events, many of which are outside of our control, and involve known and
unknown risks and uncertainties that could cause our actual results, performance or achievement, or industry results,

to differ materially from any future results, performance or achievements, expressed or implied by such

forward-looking statements. These risks and uncertainties may include the risks and uncertainties described elsewhere

in this report and other filings with the Securities and Exchange Commission (the “SEC”), including the Item 1A. “Risk
Factors” section of our annual report on Form 10-K for the year ended December 31, 2012. Any such forward-looking
statements, whether made in this report or elsewhere, should be considered in the context of the various disclosures
made by us about our businesses including, without limitation, the risk factors discussed in our filings with the SEC.
Except as required under the federal securities laws and the rules and regulations of the SEC, we do not have any
intention or obligation to update publicly any forward-looking statements, whether as a result of new information,

future events, changes in assumptions, or otherwise.

29 ¢ EEINT3
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PART I
FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

Kennedy-Wilson Holdings, Inc. and Subsidiaries
Consolidated Balance Sheets
(Unaudited)

Assets
Cash and cash equivalents
Short-term investments
Accounts receivable
Accounts receivable — related parties
Notes receivable
Notes receivable — related parties
Real estate, net of accumulated depreciation of $10,737,000 and $7,412,000 at
June 30, 2013 and
December 31, 2012, respectively
Investments in joint ventures ($73,968,000 and $68,363,000 carried at fair
value
as of June 30, 2013 and December 31, 2012, respectively)
Investments in loan pool participations
Other assets
Goodwill
Total assets

Liabilities and equity
Liabilities

Accounts payable

Accrued expenses and other liabilities
Accrued salaries and benefits
Deferred tax liability

Senior notes payable

Mortgage loans payable
Borrowings under line of credit
Junior subordinated debentures
Total liabilities

Equity

Cumulative preferred stock, $0.0001 par value: 1,000,000 shares authorized
$1,000 per share liquidation preference:

6.00% Series A, 100,000 shares issued and outstanding as of June 30, 2013 and

December 31, 2012, mandatorily convertible on May 19, 2015
6.45% Series B, 32,550 shares issued and outstanding as of June 30, 2013 and
December 31, 2012, mandatorily convertible on November 3, 2018

June 30, 2013

$139,651,000
7,384,000
22,170,000
12,840,000
8,552,000

488,435,000

694,664,000

68,719,000
46,867,000
23,965,000
$1,513,247,000

$2,051,000
37,788,000
11,349,000
12,720,000
409,348,000
318,813,000
30,000,000
40,000,000
862,069,000

December 31,
2012

$120,855,000
10,000,000
3,647,000
22,393,000
136,607,000

289,449,000

543,193,000

95,601,000
38,079,000
23,965,000
$1,283,789,000

$1,762,000
29,417,000
24,981,000
22,671,000
409,640,000
236,538,000
40,000,000
765,009,000
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Common stock, $0.0001 par value, 125,000,000 shares authorized,
73,975,960 and 64,789,646 shares issued and 73,975,960 and 63,772,598
shares
outstanding as of June 30, 2013 and December 31, 2012, respectively
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive income
Common stock held in treasury, at cost, $0.0001 par value, 1,017,048 shares
held at December 31, 2012
Total Kennedy-Wilson Holdings, Inc. shareholders' equity
Noncontrolling interests
Total equity
Total liabilities and equity
See accompanying notes to consolidated financial statements.

1

7,000 6,000

663,575,000 512,835,000

(22,283,000 ) (5,910,000
361,000 12,569,000
— (9,856,000
641,660,000 509,644,000
9,518,000 9,136,000

651,178,000 518,780,000
$1,513,247,000  $1,283,789,000

)

)
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Kennedy-Wilson Holdings, Inc. and Subsidiaries
Consolidated Statements of Operations

(unaudited)

Revenue

Management and leasing fees

Management and leasing fees — related party
Commissions

Commissions — related party

Sale of real estate

Rental income

Total revenue

Operating expenses

Commission and marketing expenses
Compensation and related expenses

Cost of real estate sold

General and administrative

Depreciation and amortization

Rental operating expenses

Total operating expenses

Equity in joint venture income

Interest income from loan pool participations and notes

receivable

Operating income

Non-operating income (expense)
Interest income

Interest income — related party
Acquisition-related gain
Acquisition-related expenses

Gain on sale of marketable securities
Interest expense

Other

Loss from continuing operations before benefit from

income taxes

Benefit from income taxes

(Loss) income from continuing operations
Discontinued operations

(Loss) income from discontinued operations, net of

income taxes
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Three Months Ended June 30, Six months ended June 30,

2013

$4,754,000
9,356,000
936,000
4,448,000
6,096,000
10,365,000
35,955,000

1,336,000
18,264,000
5,130,000
6,387,000
4,415,000
4,582,000
40,114,000
11,920,000

3,281,000
11,042,000

127,000
72,000

(510,000

(12,531,000 )

(1,800,000 )

469,000
(1,331,000

Gain (loss) from sale of real estate, net of income taxes —

Net (loss) income
Net loss (income) attributable to the noncontrolling

interests

Net loss attributable to Kennedy-Wilson Holdings, Inc.
Preferred dividends and accretion of preferred stock
issuance costs

Net loss attributable to Kennedy-Wilson Holdings, Inc.

common

(1,331,000
899,000
(432,000
(2,036,000

$(2,468,000 )

2012

$4,101,000
6,131,000
1,370,000
1,031,000
1,477,000
14,110,000

1,340,000
10,294,000

4,888,000
977,000
921,000
18,420,000
5,108,000

2,876,000
3,674,000

25,000
1,182,000

(7,054,000
38,000

(2,135,000

1,138,000
(997,000

(997,000
(128,000
(1,125,000
(2,036,000
$(3,161,000

~ N~ ~ ~

2013

$9,463,000
17,313,000
1,460,000
4,840,000
8,514,000
16,762,000
58,352,000

1,834,000
31,884,000
7,002,000
11,814,000
7,472,000
7,685,000
67,691,000
11,576,000

6,226,000
8,463,000

167,000
72,000
9,459,000
(510,000

)

(23,963,000 )

(6,312,000

2,172,000
(4,140,000

(3,000

217,000
(3,926,000

1,898,000
(2,028,000
(4,072,000

)
)

$(6,100,000 )

2012

$7,257,000
11,716,000
2,036,000
1,984,000
2,947,000
25,940,000

2,305,000
19,294,000
8,557,000
1,914,000
1,791,000
33,861,000
10,624,000

3,414,000
6,117,000

55,000
2,269,000

2,931,000

(13,224,000 )

(74,000
(1,926,000

2,621,000
695,000

2,000

(212,000
485,000

(2,926,000
(2,441,000
(4,072,000

)
)

)
)
)

$(6,513,000 )
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shareholders
Basic and diluted earnings (loss) per share attributable
to Kennedy-Wilson Holdings, Inc. common

shareholders

Continuing operations $(0.03 ) $(0.06 ) $(0.10 ) $(0.12 )
Discontinued operations, net of income taxes — — — —

Earnings (loss) per share - basic and diluted @ $(0.03 ) $(0.06 ) $(0.09 ) $(0.13 )
Weighted average number of common shares 70,976,247 51,401,674 66,432,823 51,280,986
outstanding

Dividends declared per common share $0.07 $0.05 $0.14 $0.10

@ EPS amounts may not add due to rounding.
See accompanying notes to consolidated financial statements.
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Kennedy-Wilson Holdings, Inc. and Subsidiaries
Consolidated Statements of Comprehensive (Loss) Income

(unaudited)
Three Months Ended June 30, Six months ended June 30,
2013 2012 2013 2012
Net (loss) income $(1,331,000 ) $(997,000 ) $(3,926,000 ) $485,000
Other comprehensive (loss) income, net of tax:
Unrealized (loss) gain on marketable securities — (1,998,000 ) — 3,465,000

Unrealized foreign currency translation (loss) gain (3,685,000 ) 1,688,000 (18,043,000 ) (1,179,000 )
gcr)lsrse;lhzed forward contract, foreign currency gain 2.239.000 (1.808.000 ) 5.835.000 2,180,000
Total other comprehensive (loss) income for the period (1,446,000 ) (2,118,000 ) (12,208,000 ) 4,466,000

Comprehensive (loss) income (2,777,000 ) (3,115,000 ) (16,134,000 ) 4,951,000
Comprehen'swe. loss (income) attributable to 899.000 (128,000 ) 1,898,000 (2,926,000 )
noncontrolling interests

Comprehensive (loss) income attributable to
Kennedy-Wilson Holdings, Inc. $(1,878,000 ) $(3,243,000 ) $(14,236,000) $2,025,000

See accompanying notes to consolidated financial statements.
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Kennedy-Wilson Holdings, Inc. and Subsidiaries
Consolidated Statement of Equity

(unaudited)
Preferred Common Stock Retained Accumulated
Stock Additional Earnings Other Treasury Noncontrolling
Shares  Arfbans AmourltPaud—m Capital (Ac.cu'mulated ComprehensivStock Interests To
Deficit) Income
Balance at

December 31, 132,550 $-63,772,598 $6,000 $512,835,000 $(5,910,000 ) $12,569,000 $(9,856,000) $9,136,000 $5

2012

Issuance of

10,350,000

shares of — —10,350,000 1,000 153,870,000 — — — — 15:

common

stock

Repurchase of

427,332 — — — (1,393,000 ) — — — — (1,

warrants

Retirement of

common shares — —_— — (9,856,000 ) — — 9,856,000 — —

held in treasury

Shares forfeited

under the 2009

Equity — —(146,638 ) (186,000 ) — — — — (18

Participation

Plan

Stock-based

compensation

Other

comprehensive

income:

Unrealized

foreign

currency

translation — —_ — — — (18,043,000 ) — — (18
loss, net of

tax of

$12,027,000

Unrealized

forward

contract foreign
currency

gain, net of tax

of $3,887,000

Preferred stock

dividends

Common stock

dividends

— S — 8283000 — — — — 8,2

- — — — 5,835,000 — — 5,8

— - — (4,050,000 ) — — — (4,

_ — — (10,273,000 ) — — — (1(

10
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Accretion of
preferred stock — —_— — 22,000 (22,000 ) — — — —
issuance costs
Net loss — — — — (2,028,000 ) — — (1,898,000 ) (3,
Contributions
from
noncontrolling
interests
Distributions to
noncontrolling — —_ — — — — — (148,000 ) (14
interests
Balance at June
30, 2013

See accompanying notes to consolidated financial statements.

— 2,428,000 24

132,550 $-73,975,960 $7,000 $663,575,000 $(22,283,000) $361,000 $— $9,518,000 $6

11



Edgar Filing: Kennedy-Wilson Holdings, Inc. - Form 10-Q

Table of Contents

Kennedy-Wilson Holdings, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
(unaudited)

Cash flows from operating activities:
Net (loss) income

Adjustments to reconcile net income to net cash (used in) provided by operating

activities:

Net (gain) loss from sale of real estate
Acquisition-related gain

Gain from sale of marketable securities
Depreciation and amortization

Benefit from deferred income taxes
Amortization of deferred loan costs

Amortization of discount and accretion of premium on issuance of the senior notes

and mortgage loan payable
Equity in joint venture income

Accretion of interest income on loan pool participations and notes receivable

Operating distributions from joint ventures
Operating distributions from loan pool participation
Stock-based compensation

Change in assets and liabilities:

Accounts receivable

Accounts receivable—related parties

Other assets

Accounts payable

Accrued expenses and other liabilities

Accrued salaries and benefits

Net cash (used in) provided by operating activities
Cash flows from investing activities:

Additions to notes receivable

Collections of notes receivable

Additions to notes receivable—related parties
Collections of notes receivable—related parties
Net proceeds from sale of real estate

Purchases of and additions to real estate

Proceeds from sale of marketable securities
Proceeds from maturities of short term investments
Distributions from joint ventures

Contributions to joint ventures

Distributions from loan pool participations
Contributions to loan pool participations

Net cash used in investing activities

Cash flows from financing activities:

Borrowings under line of credit

Repayment of line of credit

Borrowings under mortgage loans payable
Repayment of mortgage loans payable

Six Months Ended June 30,
2013 2012
$(3,926,000 ) $485,000
(1,729,000 ) 212,000
(9,459,000 ) —

— (2,931,000
7,472,000 1,914,000
(1,803,000 ) (809,000
1,061,000 625,000
(542,000 ) 26,000
(11,576,000 ) (10,624,000
(5,548,000 ) (3,224,000
12,782,000 24,271,000
5,129,000 22,106,000
3,431,000 2,078,000
(3,679,000 ) (351,000
223,000 (514,000
(7,989,000 ) 4,000
289,000 (1,126,000
974,000 (3,357,000
(8,966,000 ) (9,861,000
(23,856,000 ) 18,924,000
(5,700,000 ) (4,466,000
33,574,000 1,301,000
(8,552,000 ) (15,925,000
— 9,093,000
8,991,000 17,905,000
(108,321,000 ) (15,817,000
— 21,386,000
10,000,000 —
25,666,000 20,599,000
(173,068,000 ) (49,469,000
49,602,000 —
(27,417,000 ) (49,925,000
(195,225,000 ) (65,318,000
85,000,000 45,000,000
(55,000,000 ) (10,811,000
68,330,000 —
(592,000 ) —

12
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Debt issue costs

Issuance of common stock

Repurchase of common stock

Repurchase of warrants

Dividends paid

Acquisition of noncontrolling interests

Contributions from noncontrolling interests

Distributions to noncontrolling interests

Net cash provided by financing activities

Effect of currency exchange rate changes on cash and cash equivalents
Net change in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying notes to consolidated financial statements.

5

(930,000 ) (1,026,000
153,871,000 —

— (47,000
(1,393,000 ) (1,395,000
(9,144,000 ) (8,714,000
— (473,000
616,000 —
(148,000 ) (4,931,000
240,610,000 17,603,000
(2,733,000 ) (641,000
18,796,000 (29,432,000
120,855,000 115,926,000
$139,651,000 $86,494,000

13
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Supplemental cash flow information:

Cash paid for:
Interest

Interest capitalized
Income taxes

Supplemental disclosure of non-cash investing and financing activities:

Unrealized loss on marketable securities, net of tax
Accretion of preferred stock issuance costs
Dividends declared on common stock

Six Months Ended June 30,
2013 2012

$23,301,000  $13,821,000

804,000 1,359,000
2,281,000 85,000

Six Months Ended June 30,
2013 2012

$— $(3,465,000 )
22,000 22,000

5,179,000 2,756,000

During the six months ended June 30, 2013, the Company acquired the interest of some of its existing partners in a
615-unit apartment building in Northern California, increasing its ownership from 15% to 94%. As a result of
obtaining control, the Company was required to consolidate the assets and liabilities at fair value in accordance with

Business Combination guidance as described in note 4.

During the six months ended June 30, 2013, the Company sold a 50% interest in an entity that held a note receivable
secured by the shopping center and 107 residential units in the United Kingdom to an institutional investor. As a result
of the sale and loss of control, $96,031,000 in notes receivable and $78,704,000 in mortgage loans were

deconsolidated as described in note 3.
See accompanying notes to consolidated financial statements.

14
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Kennedy-Wilson Holdings, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

(Unaudited)

NOTE 1—BASIS OF PRESENTATION

Kennedy-Wilson Holdings, Inc.’s (together with its wholly owned and controlled subsidiaries, "we," "us," "our," "the
Company" or “Kennedy Wilson”) unaudited interim consolidated financial statements have been prepared pursuant to
the rules and regulations of the U.S. Securities and Exchange Commission ("SEC"). Certain information and footnote
disclosures normally included in the financial statements prepared in accordance with accounting principles generally
accepted in the United States ("GAAP") may have been condensed or omitted pursuant to SEC rules and regulations,
although we believe that the disclosures are adequate to make their presentation not misleading. In the opinion of
Kennedy Wilson, all adjustments, consisting of only normal and recurring items, necessary for a fair presentation of
the results of operations for the three and six months ended June 30, 2013 and 2012 have been included. The results of
operations for these periods are not necessarily indicative of results that might be expected for the full year ending
December 31, 2013. For further information, your attention is directed to the footnote disclosures found in Kennedy
Wilson’s Annual Report on Form 10-K for the year ended December 31, 2012.

The consolidated financial statements include the accounts of Kennedy Wilson and its wholly owned or controlled
subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation. In
addition, Kennedy Wilson evaluates its relationships with other entities to identify whether they are variable interest
entities ("VIEs") as defined in the Financial Accounting Standards Board ("FASB") Accounting Standards
Codification ("ASC") Subtopic 810-10 and to assess whether it is the primary beneficiary of such entities. If the
determination is made that Kennedy Wilson is the primary beneficiary, then that entity is included in the consolidated
financial statements in accordance with the ASC Subtopic 810-10. The ownership of the other interest holders in
consolidated subsidiaries is reflected as noncontrolling interests.

The preparation of the accompanying consolidated financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions about future events. These estimates
and the underlying assumptions affect the amounts of assets and liabilities reported, disclosure about contingent assets
and liabilities, and reported amounts of revenues and expenses. As future events and their effects cannot be
determined with precision, actual results could differ significantly from these estimates.

non

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND ADOPTION OF NEW ACCOUNTING
PRONOUNCEMENTS

REVENUE RECOGNITION—Performance fees or carried interests are allocated to the general partner, special limited
partner or asset manager of Kennedy Wilson's real estate funds and loan pool participations based on the cumulative
performance of the funds and loan pools and are subject to preferred return thresholds of the limited partners and
participants. At the end of each reporting period, Kennedy Wilson calculates the performance fee that would be due to
the general partner, special limited partner or asset manager's interests for a fund or loan pool, pursuant to the fund
agreement or participation agreements, as if the fair value of the underlying investments were realized as of such date,
irrespective of whether such amounts have been realized. As the fair value of underlying investments varies between
reporting periods, it is necessary to make adjustments to amounts recorded as performance fees to reflect either

(a) positive performance resulting in an increase in the performance fee allocated to the general partner or asset
manager or (b) negative performance that would cause the amount due to Kennedy Wilson to be less than the amount
previously recognized as revenue, resulting in a negative adjustment to performance fees allocated to the general
partner or asset manager. Substantially all of the performance fees are recognized in management and leasing fees,

and substantially all of the carried interest is recognized in equity in joint venture income in our consolidated
statements of operations. Total performance fees recognized through June 30, 2013 that may be reversed in future
periods if there is negative fund or loan pool performance totaled $17.8 million. Performance fees accrued as of

June 30, 2013 and December 31, 2012 were $17.8 million and $12.8 million, respectively, and are included in

accounts receivable—related parties in the accompanying consolidated balance sheet.

15
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INVESTMENTS IN LOAN POOL PARTICIPATIONS AND NOTES RECEIVABLE—Interest income from
investments in loan pool participations and notes receivable with declining credit quality are recognized on a level
yield basis under the provisions of "Loans and Debt Securities Acquired with Deteriorated Credit Quality," ASC
Subtopic 310-30, where a level yield model is utilized to determine a yield rate that, based upon projected future cash
flows, accretes interest income over the estimated holding period. In the event that the present value of those future
cash flows is less than net book value, a loss would be immediately recorded. When the future cash flows of a note
cannot be reasonably estimated, cash payments are applied to the cost basis of the note until it is fully recovered
before any interest income is recognized. Interest income from investments in notes receivable acquired at a discount
are recognized using the effective interest method and interest income from notes receivable which the Company
originates are recognized at the stated interest rate.

7
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Kennedy-Wilson Holdings, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Unaudited)

DISTRIBUTIONS FROM UNCONSOLIDATED REAL ESTATE JOINT VENTURES—During the quarter ended
March 31, 2013, the Company changed its method of accounting for determining the allocation of cash flows received
from unconsolidated real estate joint ventures on its consolidated statement of cash flows from the "cumulative
earnings" method to the "look-through" method both of which are acceptable methods under GAAP. Under the
"look-through" approach, distributions are reported under operating cash flow unless the facts and circumstances of a
specific distribution clearly indicate that it is a return of capital (e.g., a liquidating dividend or distribution of the
proceeds from the joint venture's sale of assets), in which case it is reported as an investing activity. The newly
adopted method is preferable because it enables the Company to look to the nature and source of the distribution
received and classify it appropriately between operating and investing activities on the statement of cash flows based
upon the source, which allows the Company to present financial statements more consistent with accounting
principles of consolidation. The effects of the change upon the six month period ended June 30, 2012 are as follows:

Cumulative earnings Look-through method

method
Operating Cash Flows:
Operating distributions from joint ventures $15,248,000 $24,271,000
Net cash provided from operating activities 9,901,000 18,924,000
Investing Cash Flows:
Investing distributions from joint ventures 29,622,000 20,599,000
Net cash used in investing activities (56,295,000 ) (65,318,000 )

ACCOUNTS RECEIVABLE—Accounts receivable are recorded at the contractual amount as determined by the
underlying agreements and do not bear interest. An allowance for doubtful accounts is provided when the Company
determines there are probable credit losses in the Company’s existing accounts receivable based on historical
experience. The Company reviews its accounts receivable for probable credit losses on a quarterly basis. As of

June 30, 2013, the Company had an immaterial allowance for doubtful accounts and during the six months ended
June 30, 2013 and 2012 recorded no provision for doubtful accounts.

FOREIGN CURRENCIES—The financial statements of subsidiaries located outside the United States are measured
using the local currency as the functional currency. The assets and liabilities of these subsidiaries are translated at the
rates of exchange at the balance sheet date, and income and expenses are translated at the average monthly rate. The
foreign currencies include the euro, the British pound sterling, and the Japanese yen. Cumulative translation
adjustments, to the extent not included in cumulative net income, are included in the consolidated statement of equity
as a component of accumulated other comprehensive income.

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES—AII derivative instruments are
recognized as either assets or liabilities in the balance sheet at their respective fair values. For derivatives designated
in hedging relationships, changes in fair value of cash flow hedges or net investment hedges are recognized in
accumulated other comprehensive income, to the extent the derivative is effective at offsetting the changes in the item
being hedged until the hedged item affects earnings. Changes in fair value for fair value hedges are recognized in
earnings.

RECENT ACCOUNTING PRONOUNCEMENTS— In February 2013, the FASB issued ASC Update No. 2013-02
"Comprehensive Income (Topic 220): Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive
Income." Update No. 2013-02 is effective prospectively for reporting periods beginning after December 15, 2012.
ASC 2013-02 requires an entity to present separately information about the effects on net income of significant
amounts reclassified out of each component of accumulated other comprehensive income. An entity can present the
information on the face of the comprehensive income statement or as a separate disclosure in the notes to the financial
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statements. Kennedy Wilson does not expect any effect from adoption as it has already adopted this policy.
The FASB did not issue any other ASCs during the first six months of 2013 that we expect to be applicable and have a

material impact on our financial position or results of operations.

8
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NOTE 3—NOTES RECEIVABLE

The following table summarizes Kennedy Wilson's investment in notes receivable at June 30, 2013 and December 31,
2012:
June 30, December 31,
2013 2012
Note receivable, variable interest rate of 5.00% over LIBOR, interest only,
due December 2016, secured by a shopping center and 107 residential $— $122,770,000
units in the United Kingdom
Note receivable, fixed interest rate of 2.16%, due February 2017, secured by an
office building in San Diego, CA
Note receivable, fixed interest rate of 10.75%, interest only, due October 2013,
secured by a hotel in San Diego, CA()
Note receivable, fixed interest rate of 10.50%, interest only, due December 2013,

5,762,000 —

4,275,000 4,275,000

secured by two office/research and development buildings in San Jose, CA. — 3,759,000
Repaid June 2013.
Note receivable, fixed interest rate of 11.50%, interest only, due November 2013,
secured by 25 acres of land and an adjacent 204-slip marina in Portland, OR. — 3,000,000
Repaid May 2013.
Note receivable, fixed interest rate of 4%, interest only, due June 2017 1,193,000 1,193,000
Note receivable, fixed interest rate of 8%, interest only, due May 2013, 900,000 900,000
secured by personal guarantees of borrowers®
Other 710,000 710,000
Notes receivable 12,840,000 136,607,000
Note receivable from a joint venture investment, fixed interest rate of 12%, principal 2 544.000 o
and accrued interest due August 31, 2016. o
Note receivable from a joint venture investment, fixed interest rate of 9%, principal 6.008.000 o
and accrued interest due December 31, 2013. U
Notes receivable — related parties 8,552,000 —
Notes receivable and notes receivable — related parties $21,392,000 $136,607,000

() Note receivable was repaid in full in July 2013.
(2) The Company is currently in negotiations with debtor on an extension on the note receivable. The value of the
collateral underlying the note receivable exceeds the carrying value of the note receivable.

During the six months ended June 30, 2013, Kennedy Wilson sold a 50% interest in an entity that held a note
receivable secured by the shopping center and 107 residential units in the United Kingdom to an institutional investor.
As a result of the sale and loss of control, Kennedy Wilson deconsolidated the investment and is accounting for it as
an equity method investment.

Also during the six months ended June 30, 2013, Kennedy Wilson acquired a loan at a 23% discount with an unpaid
principal balance of $7.4 million for $5.7 million on an office building in San Diego, CA. During the same period,
Kennedy Wilson made loans of $2.5 million and $6.0 million to joint venture investments that are related parties.
Notes receivable on buildings in San Jose, CA and a marina in Portland, OR were paid off during the quarter.

Interest Income from Notes Receivable
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Kennedy Wilson recognized interest income on note receivables of $0.4 million and $0.3 million during the three
months ended June 30, 2013 and 2012 and $0.8 million and $0.5 million for the six months ended June 30, 2013 and
2012.
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NOTE 4—REAL ESTATE
The following table summarizes Kennedy Wilson's investment in consolidated real estate properties at June 30, 2013
and December 31, 2012:

June 30, December 31,
2013 2012
Land $157,662,000  $99,595,000
Buildings 335,297,000 193,302,000
Building improvements 6,213,000 3,964,000
499,172,000 296,861,000
Less accumulated depreciation (10,737,000 ) (7,412,000 )
Real estate, net $488,435,000  $289,449,000

On June 27, 2013, the Company acquired a Class A office building in the golden triangle section of Beverly Hills, CA
for $29.7 million which was financed with an $18.7 million mortgage loan and equity.

On April 29, 2013, the Company acquired a 450-unit apartment building in Salt Lake City, UT for $61.8 million and
financed it with a $49.7 million mortgage loan and equity.

On March 28, 2013, the Company acquired the interest of some of its existing partners in a 615-unit apartment
building in Northern California, increasing its ownership from 15% to 94%. The original 15% interest had a book
value of $0 due to prior distributions. Cash consideration of $15.7 million was paid by the Company to increase its
ownership in the property to 94%. As a result of obtaining control, the Company was required to consolidate the assets
and liabilities at fair value in accordance with Business Combination guidance. Kennedy Wilson recorded an
acquisition related gain in the amount of $9.5 million in the accompanying consolidated statements of operations for
the six months ended June 30, 2013 as the fair value was in excess of the carrying value of its ownership interest. As
the transaction was between willing third party market participants, the purchase price was an approximation of fair
value.

Accordingly, $1.3 million in cash and cash equivalents, $0.1 million in accounts receivable, $2.2 million in other
assets (including $1.2 million of acquired in-place lease values), $120.1 million in real estate, net, $0.1 million in
accounts payable, $3.1 million in accrued expenses and other liabilities, $93.5 million in mortgage loans payable, and
$1.8 million in noncontrolling interest were recorded as a result of the consolidation.

The results of operations of the assets acquired have been included in our consolidated financial statements since the
date of its acquisition. The unaudited pro forma data presented below assumes that the acquisitions occurred as of
January 1, 2012. The Company’s unaudited pro forma results have been prepared for comparative purposes only and
do not purport to be indicative of the results of operations that would have occurred had this acquisition been
consummated at the beginning of the periods presented.

Unaudited
Three months ended Six months ended
June 30, June 30,
Dollars in thousands, except for per share data 2013 2012 2013 2012
Pro forma revenues $36,420 $18,062 $63,069 $33,785

Pro forma net loss attributable to Kennedy-Wilson Holdings, Inc.

common shareholders (2,564 ) (2,602 ) (6,224 ) (5,069 )
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Pro forma net loss per share:
Basic and diluted $(0.04 ) $(0.05 )

10

$(0.09 ) $(0.10 )
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NOTE 5—INVESTMENTS IN JOINT VENTURES

Kennedy Wilson has a number of joint venture interests, generally ranging from 5% to approximately 50%, that were
formed to acquire, manage, develop, and/or sell real estate and invest in loan pools and discounted loan portfolios.
Kennedy Wilson has significant influence over these entities, but not control, and accordingly, these investments are
accounted for under the equity method.

Joint Venture Holdings

As of June 30, 2013 and December 31, 2012, the Company's equity investment in joint ventures totaled $694.7 million
and $543.2 million, respectively.

The following table details our investments in joint ventures by investment type and geographic location as of

June 30, 2013:

Multifamily  Commercial Loan Residential ~ Other Total
Western U.S. $133,567,000 $170,102,000 $49,387,000 $61,215,000 $460,000 $414,731,000
Japan 76,707,000 — — — — 76,707,000
United Kingdom — 19,476,000 33,933,000 — — 53,409,000
Ireland 77,438,000 60,339,000 — — — 137,777,000
Other U.S. 372,000 3,857,000 20,000 221,000 7,570,000 12,040,000
Total $288,084,000 $253,774,000 $83,340,000 $61,436,000 $8,030,000 $694,664,000

The following table details our investments in joint ventures by investment type and geographic location as of
December 31, 2012:

Multifamily = Commercial Loan Residential ~ Other Total
Western U.S. $126,860,000 $141,572,000 $41,855,000 $51,784,000 $460,000 $362,531,000
Japan 102,658,000 — — — — 102,658,000
Ireland 22,359,000 9,530,000 36,729,000 — — 68,618,000
Other U.S. 356,000 3,518,000 20,000 222,000 5,270,000 9,386,000
Total $252,233,000 $154,620,000 $78,604,000 $52,006,000 $5,730,000 $543,193,000

KW Residential LLC
The Company's largest joint venture investment, KW Residential, LLC ("KWR"), had a balance of $76.7 million and
$102.7 million as of June 30, 2013 and December 31, 2012, respectively. KWR is a joint venture investment in a
portfolio of 50 apartment buildings comprised of approximately 2,400 units, located primarily in Tokyo and
surrounding areas. Kennedy Wilson owns approximately 41% of KWR.
During the three and six months ended June 30, 2013, Kennedy Wilson recognized $2.5 million and $6.3 million,
respectively, in losses from foreign currency translation adjustments, net of hedges from its investment in KWR. For
the three and six months ended June 30, 2012 Kennedy Wilson recognized $2.3 million and $2.1 million, respectively,
in gains from foreign currency translation adjustments, net of hedges from its investment in KWR.
During the three and six months ended June 30, 2013 and 2012 the Company received the following cash distributions
from its investment in KWR for the settlement of hedges, refinancing of property level debt, and operating
distributions:

Three months ended June 30, Six months ended June 30,

2013 2012 2013 2012
Settlement of hedges $222.000 $— $10,838,000 $—
Refinancing of property level debt 4,335,000 1,766,000 5,273,000 1,766,000
Operating distributions 514,000 1,398,000 2,465,000 7,257,000
Total $5,071,000 $3,164,000 $18,576,000 $9,023,000

The cash received as a result of unwinding KWR's hedges will not be realized in our statement of operations until the
underlying investment is substantially liquidated.
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As of June 30, 2013, the Company did not have any other joint venture investments which individually exceeded 10%
of the investments in the joint venture balance.

Irish Commercial Investment Joint Venture

On April 16, 2013, a joint venture investment of the Company foreclosed on a class A office building and adjacent 3.5
acre site in Dublin, Ireland. This constitutes an acquisition of a business under ASC 805 - Business Combinations. As
a result of acquiring this business, the joint venture was required to consolidate the assets and liabilities at fair value in
accordance with the aforementioned guidance. As the fair value of the business was in excess of the basis in the
previously held mortgage notes, the joint venture recognized a $30.1 million acquisition related gain. The Company's
portion of the gain was $15.0 million and was recognized in equity in joint venture income.

Contributions to Joint Ventures

During the six months ended June 30, 2013, Kennedy Wilson made $173.1 million in contributions to new and
existing joint venture investments.

See the table below for a breakdown of contributions to new joint venture investments for the six months ended June
30, 2013:

Multifamily Commercial Residential
Amount No. of . Amount No. of . Amount No. of . Total
Properties Properties Properties
Western U.S. $9,085,000 2 $22,695,000 3 $800,000 1 $32,580,000
United Kingdom — — 39,072,000 2 — — 39,072,000
Ireland 57,951,000 1 — — — — 57,951,000

Total contributions - new
joint venture investments
In addition to the capital contributions above to new joint venture investments, Kennedy Wilson contributed $43.5
million to existing joint ventures to pay off external debt, fund our share of a development project and working capital
needs.

Distributions from Joint Ventures

The following table details cash distributions by investment type and geographic location as of June 30, 2013:

$67,036,000 3 $61,767,000 5 $800,000 1 $129,603,000

Multifamily Commercial Loan Residential Total

Operating Investing  Operating Investing Operatinglnvesting Operating Investing Operating Investing
LYo $3,555.000$6.730.000 $3814.00081.778.000$—  $—  $2.049,000$221,00089.418.000 $8.729.000
Japan 1,996,000 16,580,000 — — — — — — 1,996,000 16,580,000
United — — — 226,000 304,000 — — 226000 304,000
Kingdom
Ireland — — 1,137,000 — — — — — 1,137,000 —
Other 5,000 — — — — — — 53,000 5,000 53,000

Total $5,556,000$23,310,000$4,951,000$1,778,000$226,000$304,000$2,049,000$274,000$ 12,782,000 $ 25,666,000
During the six months ended June 30, 2013, Kennedy Wilson received $38.4 million in operating and investing

distributions from its joint ventures. Investing distributions resulted from KWR's favorable settlement of Japanese
yen-related hedges and refinancing a portion of its multifamily portfolio and the refinancing of property level debt and

loan resolutions. Operating distributions resulted from operating cash flow generated by the joint venture investments.
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Variable Interest Entities

Kennedy Wilson has determined that it has investments in five variable interest entities ("VIEs") as of June 30, 2013
and has concluded that Kennedy Wilson is not the primary beneficiary of any of the investments. As of June 30, 2013,
the five VIEs had assets totaling $227.6 million with Kennedy Wilson’s exposure to loss as a result of its interests in
these VIEs totaling $93.0 million related to its equity contributions.

The Company determines the appropriate accounting method with respect to all investments that are not VIEs based
on the control-based framework (controlled entities are consolidated) provided by the consolidations guidance in ASC
Topic 810. The Company's determination considers specific factors cited under ASC 810-20 "Control of Partnerships
and Similar Entities" which presumes that control is held by the general partner (and managing member equivalents in
limited liability companies). Limited partners' substantive participation rights may overcome this presumption of
control. The Company accounts for joint ventures it is deemed not to control using the equity method of accounting
while controlled entities are consolidated.

Capital Commitments

As of June 30, 2013, Kennedy Wilson has unfulfilled capital commitments totaling $7.2 million to four of its joint
ventures. We may be called upon to contribute additional capital to joint ventures in satisfaction of Kennedy Wilson
capital commitment obligations.

Guarantees

Kennedy Wilson has certain guarantees associated with loans secured by consolidated assets or assets held directly or
in various joint ventures. As of June 30, 2013 the maximum potential amount of future payments (undiscounted)
Kennedy Wilson could be required to make under the guarantees was approximately $55.7 million which is
approximately 2.1% of the property level debt of the Company. The guarantees expire through 2015, and Kennedy
Wilson’s performance under the guarantees would be required to the extent there is a shortfall upon liquidation
between the principal amount of the loan and the net sale proceeds from the property. Based upon Kennedy Wilson’s
evaluation of guarantees under ASC Subtopic 460-10 "Estimated Fair Value of Guarantees," the estimated fair value
of guarantees made as of June 30, 2013 and December 31, 2012 is immaterial.

NOTE 6—INVESTMENT IN LOAN POOL PARTICIPATION
As of June 30, 2013 and December 31, 2012, the Company's investment in loan pool participations totaled $68.7
million and $95.6 million, respectively.

The Company's largest loan pool, which is secured by real estate primarily located in the United Kingdom (the “UK
Loan Pool”), had a balance of $23.0 million and $60.4 million as of June 30, 2013 and December 31, 2012,
respectively. In 2011, the Company, along with institutional partners, acquired this loan portfolio consisting of 58
performing loans. The 58 loans were secured by more than 170 properties comprised of the following product types:
commercial, multifamily, retail, industrial, hotel and land. The Company, through a 50/50 joint venture with one of its
partners, acquired a 25% participation interest in the pool for $440.9 million, of which $323.4 million was funded
with debt, which was paid off on March 21, 2013. As of June 30, 2013, the unpaid principal balance ("UPB") of the
loans was $316.7 million due to collections of $1.8 billion, representing 85% of the pool. The Company expects to
accrete $19.8 million in interest income on the UK Loan Pool over the total estimated collection period (excluding
asset management fees) and has accreted $13.8 million to date.

The following table represents the demographics of the Company's investment in the loan pools including the initial
UPB and the UPB as of June 30, 2013.
13
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Kennedy

Location Wilson
Ownership

Acquisition
Date

Western

U.S.

United

Kingdom 12.5%
Western

U.S.

February
2010
December
2011

April 2012

15.0%

75.0%

August
2012
December
2012

April 2013

Ireland 10.0%

United

Kingdom >:0%

United

Kingdom 10.0%
Total

Unpaid Principal Balance

Initial

$342,395,000

2,111,326,000

43,383,000
477,169,000
593,403,000

177,170,000

June 30, 2013

$16,289,000
316,682,000
7,623,000

408,160,000
457,736,000

176,790,000

Kennedy
Wilson Initial
Equity
Invested

$11,154,000
61,200,000
30,900,000
7,032,000
19,273,000

12,988,000

Investment
Balance at
June 30,
2013

$1,884,000
22,996,000
6,016,000
7,613,000
17,917,000

12,293,000

Expected
Accretion
Over Total
Estimated
Collection
Period

$4,620,000
19,762,000
4,280,000
1,774,000
1,807,000

3,924,000

Accreted to
Date
$4,565,000
13,763,000
3,427,000
256,000
272,000

164,000

$3,744,846,000 $1,383,280,000 $142,547,000 $68,719,000 $36,167,000 $22,447,000

The following table presents the interes