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Item 2 — Summary of Material Changes

Annual Update

This section discusses material changes to oustimeat Adviser Brochure (“Brochure”) since the
initial filing of our Brochure in February 2012 h&@ next annual update is expected to occur in March
2014.

Summary of Material Changes

Our current Brochure will be available to our emgstand prospective clients 24 hours a day through
the SEC’s Investment Adviser Public Disclosure websWe may, at any time, update this
Brochure, and if we make any material changes, Wepravide you either: (i) a copy of our
Brochure that includes or is accompanied by a sugnofamaterial changes; or (i) a summary of
material changes that includes an offer to prosidepy of the current Brochure. We urge you to
carefully review all subsequent summaries of natetanges, as they will contain important
information about any significant changes to owisanly services, fee structure, business practices,
conflicts of interest, and disciplinary history.

Since the initial filing of our Brochure, dated Redry 9, 2012, the following sections of this
Brochure have been materially revised:

* Jtem 8 — We revised certain disclosures under 8fidloss to reflect current real estate market
conditions (page 10), and risks related to thef@ieffering of securities (page 17).

» Item 10 — Phillips Edison Georgia LLC (a licenseal estate broker in Georgia) was formed and
has been added as a financial industry affiliate.

e Item 11 — We revised disclosure with respect tofith@s Code of Ethics, changing certain
references from “client” to “Fund,” to clarify amefflect the fact that the Funds are the sole slient
of Phillips Edison.

* Item 16 — We revised disclosure to clarify the sewf certain investment restrictions applicable
to the Funds.
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Item 4 - Advisory Business

Background and Ownership

Phillips Edison & Company Ltd. (also referred to“B&illips Edison,” “we,” “it,” “our” or
“us”) is organized as an Ohio limited liability cpany and has been providing real estate
related investment advisory services to our afélilacompanies since 1999. The principal
services provided by Phillips Edison relate todhquisition, management and disposition of
real estate and real estate related assets, asasvelie supervision of the development,
improvement and property management of real estsdets. We also act as an investment
adviser to our clients, which consist exclusiveiyovate, pooled investment vehicles (all of
which were structured by us or our affiliates) imieh institutions and high net worth
individuals may invest (such private, pooled inuestt vehicles are hereinafter referred to
individually as a “Fund,” and collectively as thHeunds”). The Funds invest primarily in real
estate and real estate related assets, and ogtrimes® advice to the Funds is limited to those
types of investments.

Phillips Edison & Company Ltd. is 99.9% owned byillgis Edison Limited Partnership
(“PELP”), and principally owned by Jeffrey S. Edisand Michael C. Phillips through their
interests in PELP. Mr. Edison and Mr. Phillips @axtensive experience in the real estate
industry and have been acquiring and redevelopgmog@ng centers through PELP and its
affiliated and predecessor companies since 1991.

Funds

The principal advisory service provided by Philligslison, either directly or through its
supervised persons, is the management of the Fuhilsh include limited partnerships and
limited liability companies in which tax exempt itiets (like pension and profit-sharing plans
and government retirement plans), taxable entiies$ certain individuals may invest. As a
general matter, each Fund is managed in accordetit¢he investment objectives, strategies
and guidelines set forth in the applicable privalecement memorandum and constituent
documents and is not tailored to the individualdseef any particular investor in the Fund
(such investors in the Funds are referred to ag4tors”). Investment in a Fund does not by
itself create an advisory relationship betweenIthestor and Phillips Edison. Therefore,
Investors must consider whether the Fund meetsithaistment objectives and risk tolerance
prior to investing in a Fund. Information aboutledund can be found in its confidential
private placement memorandum, which is availableutoent and prospective investors, who
are eligible to invest, only through Phillips Edisor another authorized party.

Assets Under Management

Phillips Edison manages approximately $1.781 hiltwb client assets, all on a discretionary basis,
as of December 31, 2012.



Item 5 - Fees and Compensation
Real Estate Management Fees

Phillips Edison and its affiliates may charge mamagnt fees and other fees to its clients. The
specific payment terms and other conditions oftla@agement fees and other fees available to
Phillips Edison and its affiliates are set forthtlre relevant private placement memorandum
and constituent documents. To the extent feesbmya Phillips Edison and its affiliates are
based on capital gains or capital appreciationh $ees will be effected consistent with the
requirements of Section 205 of the Investment AstgisAct of 1940 (“Advisers Act”) and
Rule 205-3 thereunder, which permit payment ofqgrariince fees by clients that meet certain
requirements.

In many cases, Phillips Edison’s fees are baseth@rperformance of the assets held by a
Fund. Phillips Edison may have the responsibibty or have a role in, determining the value
of the assets in a Fund. To the extent Phillipsdtds fees are based on the performance of
client assets, Phillips Edison may benefit by nangi a fee based on the increased value of
assets in a Fund. When valuing an asset, Phitlifison attempts, in good faith, to determine
the fair value of the asset in question in a manaoasistent with Phillips Edison’s then-current
valuation policies. Phillips Edison also reliesvatuations provided by third-party appraisers.

The timing of fee payments varies among our cliamid is set forth in the applicable private
placement memorandum. Asset-based fees are tattidased on the amount of committed
or invested capital. Performance fees or othdopaance-based compensation generally are
based on exceeding specified yield or total rehemchmarks or “hurdles” and are payable as
set forth in the applicable private placement memdum.

Deduction of Fees from Client Accounts

Phillips Edison and its affiliates are authorizedléduct advisory fees from the accounts of the
Funds. Phillips Edison may also call unfunded caments of Investors for the payment of
management fees, and in some cases may be pertotrediuce the management fees in
exchange for a corresponding allocation of addiidncome and distributions to Phillips
Edison or an affiliated entity.

Client Expenses

Phillips Edison’s Funds bear the costs associatdtieir investments (including costs related
to the establishment and maintenance of investwedmitles) and are required to reimburse
Phillips Edison for such costs if incurred by Rpgl Edison. Such expenses may include,
without limitation, compensation and costs of mamagnt and leasing personnel, custodian
fees, fees of legal counsel, accountants, outfdeasers and real estate brokers, and fees for
architectural, engineering or other studies of psal or existing investments, fees and
expenses of unaffiliated third parties incidentht® preparation and distribution of reports, and
travel expenses and other out-of-pocket properdypantfolio expenses, incurred in connection
with the evaluation, negotiation, operations oe safl proposed or existing investments and
operations of portfolios. To the extent providacdthe private placement memorandum and



constituent documents of each Fund, Phillips Edéséiinds may be required to reimburse
Phillips Edison for certain components of its oeath and operating expenses and/or pay
property management fees to Phillips Edison oiffdiate (as described below).

Property Management Fees

In addition to the fees described above, Philligs&n and its affiliates may provide leasing,

construction and property management services fochmthe Funds could otherwise retain

third parties. Although the leasing commissioms)struction management fees and property
management fees will be at market rates, the esrfwent of the terms and conditions of the
relevant agreements will be determined by Philigsson. For example, the determination as
to whether an affiliated party is entitled to belemnified pursuant to any such agreement
between a Fund and the service provider, or whetieeiservice provider has performed in

compliance with the agreement, will be within RpgdlEdison’s purview.

Item 6 - Performance-Based Fees and Side-By-Side Nagement

As described in Item 5 above, Phillips Edison ckarfges based on the receipt by Investors
in the Funds of a specified return and managemess based on capital commitments.

Phillips Edison’s clients should be aware that, nvRdhillips Edison receives performance-

based fees, Phillips Edison and/or any personnel nvay benefit from such fees may have

an incentive to choose investments that are riskianore speculative than might otherwise

be chosen.

In addition, Phillips Edison and its supervised spas may engage in side-by-side
management of accounts that pay varying or no pednce-based fees that may raise
conflicts of interest. Phillips Edison and itsilédfes and supervised persons may also have
significant financial interests in one or more loé Funds that may raise conflicts of interest.
Where the actions taken on behalf of one Fund mgact other Funds, and Phillips Edison
and its affiliates or supervised persons have miffeinterests in the Funds, there may be an
incentive to favor certain Funds over others thaly rbe less lucrative. Further, Phillips
Edison may be incentivized to allocate investmeppiostunities to Funds that pay higher
performance fees (either because of the underligngs or because the Fund has already
achieved performance hurdles) or to Funds whosemuperformance does not require it to
reimburse Investors for losses attributable to rprimprofitable investments before
distributing the performance fees.

To mitigate these conflicts, Phillips Edison’s pas and procedures provide that investment
decisions are made in accordance with the fidualatyes owed to its clients and without
consideration of Phillips Edison’s (or its persdig)epecuniary, investment or other
financial interests. In particular, our investmalhbcation process is described in more detail
in ltem 11.

Individual compensation of Phillips Edison’s supsed persons may be impacted by the
receipt of performance-based fees by Phillips Ediso



Item 7 - Types of Clients

Phillips Edison provides investment managementiceswnly to the Funds described in this
Brochure.

Generally, Investors that participate in the Fuads required to meet certain net worth
qualifications, to qualify as “accredited investossithin the meaning of Rule 501 of
Regulation D under the Securities Act of 1933, thyep suitability or eligibility requirements
set forth in the applicable private placement memdum. Phillips Edison personnel who
meet a particular Fund’s investor eligibility criee and certain other eligible personnel of
Phillips Edison, may also invest in the Funds.

Important Notice

This Brochure may be provided to prospective immas{“Investors”) in a Fund, together
with such Fund’'s confidential private placement mendum (“PPM”), constituent
documents and other related documents (“Governingudents”), in connection with an
Investor's consideration of an investment in a Fuwhile this Brochure may include
information about Phillips Edison or a Fund, it ot represent a complete discussion of
the features, risks or conflicts associated witthsbund. More complete information about
the Funds is included in the PPM and other GovgrBicuments for each Fund, and should be
reviewed carefully before deciding whether to inves Fund.

In no event should this Brochure be considered anffer of interests in any Fund or be
relied upon in determining whether to invest in anyFund. It is also not an offer of, or
agreement to provide, advisory services directly t@any Investor. Rather, this Brochure is
designed only to provide information about Phillgison to comply with regulatory requirements
under the Investment Advisers Act of 1940. Infororain this Brochure may differ from the
information provided in the relevant PPM. If théseany conflict between the information in
this Brochure and similar information in the PPMdstors should rely on the information in
the PPM with respect to their investment in a Fund.

Item 8 - Methods of Analysis, Investment Strategieand Risk of Loss

The following is a summary of the investment sgete and methods of analysis employed by
Phillips Edison on behalf of its clients. Specdiescriptions of such strategies and methods are
included in each Fund’s private placement memonamdsubscription agreement or other
Governing Documents. The information in this It®mmcludes a discussion of the primary risks
associated with these investment strategies. Henvievs not possible to identify all of the risks
associated with investing, and the particular regislicable to a client will depend on the nature
of the Fund, its investment strategy or strategesthe types of assets held, among other factors.



The Funds managed by Phillips Edison invest prignami real estate and real estate related
assets and are not intended to provide a completstment program for an Investor. Investors
are responsible for appropriately diversifying tlessets to guard against the risk of loss.

Methods of Analysis and Investment Strategies

Phillips Edison’s primary investment strategy isdentify retail and/or mixed use real estate
opportunities, including, but not limited to, theqaisition of existing stabilized assets and
existing underperforming assets, the acquisitionooé, value-added, and opportunistic assets,
and the development of new single-tenant and rar&nt retail projects throughout the United
States. While the focus of each Fund may vanflipghEdison generally (i) seeks to acquire a
diversified portfolio of real estate assets thdt deliver attractive risk-adjusted returns, (ii)
looks for projects with value-added potential atereelopment challenges that will enable it to
enhance existing cash flow, and (iii) takes adygtaf its superior national operating platform
that allows it to make opportunistic acquisitiongmarkets throughout the United States while
minimizing geographic and anchor tenant conceotiati

Phillips Edison generally oversees the executiorthef Funds’ investment strategies by (i)
identifying unique investment opportunities suigald the applicable Fund, (ii) executing a
comprehensive due diligence process, (ii)) strumgumvestments in an efficient and flexible
manner, (iv) implementing the appropriate busing#ass for each asset, (v) applying strong
portfolio management, and (vi) maintaining and egglively exploiting diverse exit options.

A description of Phillips Edison’s investment presés provided below:

Investment Sourcing: Phillips Edison has established critical industeyationships that
generate a substantial flow of real estate invastiwgportunities.

Investment Structuring: Phillips Edison intends to pursue investment oppaties only
where it perceives compelling valuations, realibtisiness plans and can mitigate risk through
the proper capital structure, control and assetagement. The optimal investment structure is
sought to be achieved through rigorous market amsalthe development and comprehensive
understanding of a thoughtful business plan, a tempnderstanding of the assets, financial
obligations and capital structure, financial maaplof alternative business strategies and capital
structures, and thorough negotiation of projectagrents.

Investment Underwriting: The underwriting process is characterized bgrees of ongoing
collaborative discussions and debates among thébsrsrof the Investment Committee and the
acquisitions team for the applicable Fund, witluadbhmental philosophy of using its superior
leasing, market, and operating knowledge to chgdlemy proposed investment thesis. Phillips
Edison’s investment team has significant experiencis targeted markets and investment
focus and employs a highly analytic, disciplined &alue-driven approach.

Investment Committee: The Investment Committee for each Fund is resplandir
approving each investment by that Fund and is cigegbof senior members of Phillips Edison
who each have substantial investment experience.



Asset Management: Phillips Edison is actively engaged in the stratesggset management
decisions that drive value, namely operating anginess plans and budgets, capital
expenditures, leasing, repositioning, financinfinemcing and exit. Phillips Edison institutes a
proactive asset management program customizeck todfure, structure and characteristics of
each investment and the expertise and capabitifiesach operating partner or management
team. Because the real estate and financial nsaet highly volatile, Phillips Edison
anticipates variances from such plans as invesgnemature, and accordingly, asset
management programs and exit strategies are #exdbld adapted to changing market
dynamics, the macro-economic environment, capitarkets, and local real estate
fundamentals.

Exit Options: Phillips Edison seeks investments with identifiadkit strategies and manages
assets with an end goal of maximizing returns.

Risk of Loss

Strategies for Funds managed by Phillips Edisoolweva high degree of uncertainty. The
possibility of partial or total loss of capital std in connection with such strategies, and
Investors should not invest unless they can rebéity the consequences of such loss.

The following risk factors are generally applicalite Phillips Edison’s clients. However,
additional risk factors, including risk factors titzaie specific to a particular Fund’s investment
strategy, are described in the applicable priviaegment memorandum.

No Assurance of Investment Returns.There can be no assurance that a Fund will achigeve
investment objectives or otherwise be able to sisfoly carry out its investment program or
that the Investors will receive any return on,re teturn of, their invested capital. An Investor
should only invest in a Fund as part of an ovénattstment strategy and only if the Investor is
able to withstand a total loss of its investment.

Reliance on Senior Management and Key Employeeshillips Edison relies, to a significant
extent, upon the continued services of the senamagement team and other key employees.
Any of these individuals could be difficult to rapk, and the loss of any of them could have a
material adverse effect on Phillips Edison’s apitlit provide its services.

Uncertain Timing for Asset Sales and Financings The Funds have varying investment
horizons. Although it is anticipated that mostdastments will generate current cash flow, it is
possible that cash flow will occur only after thetal or complete financing, refinancing or sale
of an investment, delaying the return to the Inwsst It is possible that favorable financing,
refinancing or sale terms may not be availableafoinvestment, thereby reducing or eliminating
any return.

Lack of Diversification. A Fund may be authorized to invest a signifigagtcentage of its
assets in any single property, and a limited nunadbénvestments increases risk because the
aggregate performance of the Fund may be adveffetted by the unfavorable performance of
even a single investment. Funds may also focasapity on a single assets class (i.e., grocery or
shopping centers), which may give rise to additiosk as a downward shift in demand for that
asset class could negatively impact the aggregttmns of the Fund.



Impact of Market Environment. Real estate has historically experienced sigmfic
fluctuations and cycles in value and local marketditions, which may result in reductions in
the value of real property interests. All reabtstelated investments are subject to the rigk tha
a general downturn in the national or local econantiydepress real estate prices.

Recent economic developments and the impact upometd estate market since 2008 have
increased the risks associated with investingahestate. Consequences of the recent economic
turmoil that have adversely affected, and may oaetito adversely affect, investments in real
estate include (i) a significant decline in theueabf real estate and securities associated vath re
estate that have not fully recovered, resultingriruncertain business environment for investors
in real estate related assets, and (ii) any lingdeck of available credit and lack of confidence
in the financial sector, resulting in reduced besiactivity in certain geographic areas or real
estate segments.

Risks of Real Estate Investment.Investments in real estate and real estate redaitiftbs are
subject to various risks, including, for example:

adverse changes in the national, regional andzat &conomic climate;

= adverse changes in local market conditions, inctu@n oversupply of space in a Fund’'s
properties, or a reduction in demand for the prtegser

= adverse changes in the attractiveness of a Furapeipies to tenants;

= adverse changes in the financial conditions ofrttsn@nd their ability to pay rent);
= competition from other available properties;

= adverse changes in market rental rates;

= the need to periodically pay for costs to repainpvate and re-let space;

= increases in operating costs and expenses, ingladsts for maintenance, insurance, energy
and real estate taxes;

= adverse changes in the availability of debt finagyi
= jncreases in interest rates;

= adverse changes in laws and governmental regugatiocluding environmental laws and
regulations, zoning laws and other governmentakrahd fiscal policies;

= the fact that the expenses of owning and operatikgund’'s properties are not typically
reduced when circumstances such as market factdre@npetition cause a reduction in
income from the properties;

= the long-term cyclical trends that give rise tangigant volatility in real estate values; and

= risks associated with acts of God, uninsurableskssd other factors beyond the control of
Phillips Edison.
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Risks of Acquisition Activities. Acquisition of retail properties entails generalastment risks
associated with any real estate investment, inautfie risk that investments will fail to perform
as expected and that estimates of the cost of iaprents to bring an acquired property up to
standards established for the intended marketigositay prove inaccurate. Funds acquiring
properties may also be exposed to the followirlgsris

= the Fund may be unable to acquire a desired pyopertause of competition from other
well-capitalized real estate investors, includintygie investment funds, REITs that are
publicly-traded, foreign investors, various typédimancial institutions and their affiliates,
family groups and wealthy individuals;

= even if a Fund enters into an acquisition agreeffioerat property, such an agreement would
typically be subject to customary conditions tcsilg, including satisfactory completion of
due diligence investigations;

= even if a Fund is able to acquire a desired prgpedmpetition from other real estate
investors may significantly increase the purchame paid;

= aFund may be unable to finance acquisitions corédble terms;

= once acquired, a property may fail to perform aliphEdison projected when analyzing its
investments; and

= Phillips Edison’s estimates of the costs of repmsitg, retenanting or refurbishing acquired
properties may be inaccurate.

A Fund may acquire properties subject to knownrimnown liabilities and with limited or no
recourse. As a result, if liability were assertgdiast a Fund based upon such properties, the
Fund might have to pay substantial sums to disputemedy the matter, which could adversely
affect the Fund’s cash flow and returns. Unknowahilities with respect to properties acquired
could include, for example: liabilities for cleanapundisclosed environmental contamination;
claims by tenants, vendors or other persons rglabnthe former owners of the properties;
liabilities incurred in the ordinary course of mess; and claims for indemnification by general
partners, directors, officers and others indenthifig the former owners of the properties.

Risks of Development and Construction The development and construction of real estate
assets is subject to timing, budgeting and otkks that may adversely affect a Fund’s operating
results. The Funds may acquire newly-developed radéveloped properties as suitable
investment opportunities arise, taking into corsitien general economic conditions. Any
renovation, redevelopment, development and reletedtruction activities could subject the
Funds to a number of risks, including risks assediavith:

= construction delays or cost overruns that may aseeroject costs;
= receipt of zoning, occupancy and other requirectgounental permits and authorizations;

= development costs incurred for projects that at@usued to completion;
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= acts of God such as earthquakes, hurricanes, flooflees that could adversely impact a
project;

= ability to raise capital; and
= governmental restrictions on the nature or sizembject.

Uncertainty of Financial Projections. Phillips Edison will generally establish the dai
structure of an investment based on financial ptigjes, and projected operating results will
normally be based primarily on management judgmerits all cases, projections are only
estimates of future results that are based upamge®ns made at the time that the projections
are developed. There can be no assurance thatdjeeted results will be obtained, and actual
results may vary significantly from the projectiorfSeneral economic conditions, which are not
predictable, can have a material adverse impattteoreliability of such projections.

Environmental Risks. Under various federal, state and local envirorieldaws, ordinances
and regulations, a current or previous owner oratpe of real estate may be required to
investigate and clean up any hazardous or toxistanbes or petroleum product releases at such
property and may be liable to a governmental eptitio third parties for property damage and
for investigation and cleanup costs incurred byhsymarties in connection with the
contamination. Such laws typically impose clearegponsibility and liability without regard to
whether the owner knew of or caused the presentteeatontaminants, and the liability under
such laws has been interpreted to be joint andaeweless the harm is divisible and there is a
reasonable basis for allocation of responsibilitfhe cost of investigation, remediation or
removal of such substances may be substantiathermqtesence of such substances or the failure
to properly remediate the contamination on suclpgityg may adversely affect the owner’s
ability to sell or rent such property or to borraging such property as collateral. Persons who
arrange for the disposal or treatment of hazardowsxic substances at a disposal or treatment
facility may also be liable for the costs of remowaremediation of a release of hazardous or
toxic substances at such disposal or treatmerityfagvhether or not such facility is owned or
operated by such person. In certain circumstatiues party lenders which have directed or had
an active involvement in the environmental comgé&activities or the day-to-day management
of a borrower’s facilities or which have taken pssson of or title to such borrower’s collateral
may be liable for the costs of removal or remediatof a release of hazardous or toxic
substances at the facility. In addition, some @emvitental laws create a lien on the contaminated
site in favor of the government for damages andscdsincurs in connection with the
contamination. Finally, the owner of a site maysbkject to common law claims by third parties
based on damages and costs resulting from envirdahwntamination emanating from a site.
In connection with its ownership and operationeaafl lestate, a Fund may incur liability for such
costs. Certain federal, state and local laws, atignls and ordinances govern the removal,
encapsulation or disturbance of asbestos contamatgrials (“ACMs”) when such materials are
in poor condition or in the event of constructioemodeling, renovation or demolition of a
building. Such laws may impose liability for releasf ACMs and may provide for third parties
to seek recovery from owners or operators of regbgyty for personal injury associated with
ACMs. In connection with its ownership and operatib real estate, a Fund may incur liability
for such costs.
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Competition for Tenants. A Fund’s ability to lease or develop the promsrtit acquires is
subject to competitive pressures. The Funds vk faompetition in the development, operation
and sale of real property from individuals and besses who own real estate, including private
investment funds, REITs that are publicly-tradexieign investors, various types of financial
institutions and their affiliates, family groupsdanealthy individuals. Some of these competitors
have greater financial resources than the Fund. fabtor will result in competition for tenants
who lease or consider leasing space in a Fundigepres.

Credit Risk of Tenants; Inability to Collect Rent. Tenant leases generate a significant portion
of each Fund’s revenue. As a result, the performarfidche Funds depends on the ability to
collect rent from tenants. In particular, local mammic conditions and factors affecting the
industries in which the Fund’s tenants operate @aiégct the tenants’ ability to make lease
payments. At any time, tenants may experience anmw in their business that may
significantly weaken their financial condition. Asresult, tenants may delay a number of lease
commencements, decline to extend or renew leasesaypiration, fail to make rental payments
when due, close stores or declare bankruptcy. Anyhe foregoing could result in the
termination of the tenant’s leases and/or a sipmiti decrease in the Fund’'s revenues. In
addition, lease terminations by an anchor tenaatfailure by that anchor tenant to occupy the
premises could result in lease terminations oratsshs in rent by other tenants in the same retail
shopping centers under the terms of some leasdisatirevent, the Fund may be unable to re-
lease the vacated space at attractive rents dt. &the occurrence of any of the situations
described above, particularly if it involves a gahsal tenant with leases in multiple locations,
could adversely affect the Fund’s profitability atgdability to meet its financial obligations.

Tenants who file for bankruptcy protection may lb@table to continue to pay rent. A bankruptcy
filing by, or relating to, a tenant or a lease gu&or would typically bar all efforts by a Fund to
collect pre-bankruptcy debts from the tenant orlélase guarantor, or their property, unless the
Fund receives an order permitting it to do so frim@ bankruptcy court. A tenant or lease
guarantor bankruptcy could delay a Fund’s effartsdilect past due balances under the relevant
leases, and could ultimately preclude collectiothete sums. If a lease is assumed by the tenant
in bankruptcy, then all pre-bankruptcy balances doder the lease must be paid in full.
However, if a lease is rejected by a tenant in hagiky, then the Fund would have only a
general unsecured claim for damages. Any unsealaed held by the Fund may be paid only
to the extent that funds are available and onlthe same percentage as is paid to all other
holders of unsecured claims, and there are réstrscunder bankruptcy laws which limit the
amount of the claim that can be made if a leasgjested. As a result, it is likely that the Fund
would recover substantially less than the full eadfiany unsecured claims held with respect to a
bankrupt tenant.

Lease Restrictions. In many cases, tenant leases contain provisioriaggihe tenant the
exclusive right to sell particular types of meratiiaa or provide specific types of services within
a particular retail shopping center or limit thdigbof other tenants within that shopping center
to sell that merchandise or provide those serviéten a Fund is attempting to re-lease space
after a vacancy by one of these tenants, thesesjmoy may limit the number and types of
prospective tenants for the vacant space. Therdaitu re-lease or to re-lease on satisfactory
terms could harm the operating results of the Fund.
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Property Taxes and Risk of Property ReassessmentReal property owned by a Fund or real
property that secures (directly or indirectly) amastment of a Fund will likely be subject to real
property taxes and, in some instances, personpépyotaxes. Such real and personal property
taxes may increase as property tax rates changasatg properties are assessed or reassessed
by taxing authorities. An increase in property taga a Fund’s real property could adversely
affect the Fund's results from operations and calédrease the value of that real property.
Similarly, an increase in property taxes on reapprty that secures a loan made by a Fund could
adversely affect the ability of the borrower to malayments to the Fund, which in turn may
also adversely affect the value of the relevargtasscuring such a loan.

Litigation at the Property Level. The acquisition, ownership and disposition of peaperties
carry certain litigation risks, which could resuft losses to a Fund. Litigation may be
commenced with respect to a property acquired leyral in relation to activities that took place
prior to the Fund’s acquisition of such property.addition, at the time of disposition of an
individual property, a potential buyer may claimattht should have been afforded the
opportunity to purchase the asset or alternativiet such buyer should be awarded due
diligence expenses incurred or statutory damagemigrepresentation relating to disclosures
made, if such buyer is passed over in favor ofterats part of the Fund’s efforts to maximize
sale proceeds. Similarly, successful buyers magr latie the Fund under various damage
theories, including those sounding in tort, forsks associated with latent defects or other
problems not uncovered in due diligence. A Fund m@ap be exposed to litigation resulting
from the activities of tenants or their customers.

Use of Leverage. Although the use of leverage may increase thamreand offer inflation
protection, it also creates greater potential dssl The objectives of a particular Fund and the
nature of Phillips Edison’s and/or its personngiterest in the Fund may encourage the use of
leverage in structuring transactions. While theas ilve certain limitations on the use of leverage
in the applicable private placement memorandumspme cases a Fund may incur leverage in
excess of such limitations to facilitate transactiosings or refinancings. While Phillips Edison
intends to use leverage where it believes it wdteéase a Fund’s return on equity, there can be
no assurance that a Fund will be able to incur gaarage from time to time or that the use of
leverage will increase the return on the Fund’'stequ

Risk of Bridge Financings. Phillips Edison may make an investment with th&ent of
financing or otherwise reducing a Fund’s investnsiatrtly after the closing of such investment.
There can be no assurance in such instances ¢hautid will be successful in completing such
financings or other transactions designed to redut®verage the Fund’s investment, or that the
terms of such financings will be attractive whavseld. If the Fund is unable to complete such an
anticipated transaction, then its investments béllless diversified than Phillips Edison may
have intended.

Interest Rate and Hedging Risks.A fund may incur indebtedness that bears intetesriable

interest rates. Variable interest rate debt crehigiser debt service requirements if market
interest rates increase, which would adverselya#d~und (for example, borrowing costs may
increase but there may not be a corollary increamant rent payments to the Fund). A Fund’s
performance may be adversely affected by a fluciuat interest rates if it utilizes variable rate
mortgage financing and fails to employ an effectglging strategy to mitigate such risks,
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including engaging in interest rate swaps, cap®rdl and other interest rate contracts, and
buying and selling interest rate futures and option such futures. Should a Fund elect to
borrow at a variable interest rate and to empl@y suhedging strategy (and it will be under no
obligation to do so), the use of these instrumémtbedge a portfolio carries certain risks,
including the risks that losses on a hedge posiwdihreduce a Fund’s earnings and funds
available for distribution to the Investors and #ch losses may exceed the amount invested in
such instruments. Even if used, hedges may nobrpertheir intended purpose of minimizing
and offsetting losses on an investment.

Uninsured Losses. Phillips Edison generally maintains insuranceeach of the properties
acquired by the Funds, including liability and faed extended coverage, in amounts believed
sufficient to permit the replacement of the asgetse event of a total loss, subject to applicable
deductibles. The Funds endeavor to obtain coverfthe types and in the amounts customarily
obtained by owners of similar properties. Therecaréain types of losses, however, generally of
a catastrophic nature, including, without limitatioterrorist strikes, earthquakes, floods,
hurricanes and other acts of God, which may besurdéble or not economically insurable.
Inflation, changes in building or zoning codes ardinances, environmental considerations, and
other factors may also make it infeasible to useirsnce proceeds to replace an asset if it is
damaged or destroyed. Under such circumstancesghence proceeds received by a Fund
might not be adequate to restore its economicipositith respect to the affected asset. Because
the Funds are pooled investment funds, all Fundt@asray be at risk in the event of an
uninsured or underinsured liability.

Compliance with the Americans with Disabilities Actand Other Changes in Governmental
Rules and Regulations. Under the Americans with Disabilities Act of 19@Be “ADA"), all
public properties are required to meet certainriddequirements related to access and use by
disabled persons. Properties acquired by a Fundnoialge in compliance with the ADA. If a
property is not in compliance with the ADA, the Bunay be required to make modifications to
such property to bring it into compliance, or féloe possibility of an imposition of fines or an
award of damages to private litigants. In additdrgnges in governmental rules and regulations
or enforcement policies affecting the use and dperaof the Fund’s properties, including
changes to building codes and fire and life safeties, may occur.

Investments in Joint Ventures or Other Entities. Phillips Edison may cause a Fund to make
investments in which other parties may co-invastjuding entities affiliated with Phillips
Edison. In such an event, the Fund may not be postion unilaterally to control such
investments or exercise certain rights associatdd such investments. In addition, if a co-
investing party removes its general partner or @nar terminates prior to the Fund, then the
ability of the Fund to exercise certain rights agged with its investments may require the
cooperation of a successor general partner or pégrsons. Furthermore, if the Fund and co-
investors have the ability to dispose of their riegés in the co-investment separately, a
disposition of a large position by a co-investoryrdapress the market value of the continuing
investment of the Fund, may result in the Fundrga partner not originally selected by the
Fund, or may reduce the price available to the Fwidch may also be disposing of its
investment. The Fund may also be liable for actairits co-venturers or partners. While Phillips
Edison will review the qualifications and previceiperience of any proposed co-venturers or
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partners, it does not expect in all cases to obitaancial information from, or to undertake
private investigations with respect to, prospeativerenturers or partners.

Expedited Investment Decisions. Investment analyses and decisions by Phillipsdfdmay
frequently be required to be undertaken on an éqokbtasis to take advantage of investment
opportunities. In such cases, the information afeéel to Phillips Edison at the time of making an
investment decision may be limited, and PhillipdsBd may not have access to complete
information regarding the investment, such as physnatters, zoning regulations, required
approvals or approval process, or other local ¢mmdi affecting an investment. Therefore, no
assurance can be given that Phillips Edison wileHenowledge of all circumstances that may
adversely affect an investment. In addition, RislliEdison expects to rely upon specialized
expert input by various third-party consultants aedvice providers in connection with its
evaluation of proposed investments.

Use of Valuations. Unlike exchange-listed and other readily tradablaurities, real estate assets
generally cannot be marked to an established mansttad, a valuation is only an estimate of
value and is not a precise measure of realizabllleev&Real estate valuations are subject to
numerous assumptions and limitations. Ultimateiza@bn of the market value of a real estate
asset depends to a great extent on economic aedoathditions beyond the control of the Fund
and Phillips Edison. Further, determined valuesatnecessarily represent the price at which a
real estate investment would sell since marketepriof real estate investments can only be
determined by negotiation between a willing buyet seller. Generally, valuations will consider
the financial aspects of a property, market traiwa and the relative yield for an asset
measured against alternative investments. Valugatiolh generally be based on the discounted
cash flows of a Fund’s assets. Valuations of regbgrties should be considered only estimates
of value and not measures of realizable value wfipect to such properties. As a result, if a
Fund were to liquidate a particular real estatestwment, the realized value may be more or less
than the valuation of such asset.

Disaster Recovery. Phillips Edison has only limited disaster recgvglans for its operations,
and will rely on outside parties for some key actimg and operational functions, who in turn
may also have limited disaster recovery plans. &eno assurance that any of these disaster
recovery plans will be in place or work, which abuoésult in significant losses to the Funds in
the event of a disaster.

Risks of Terrorism or Acts of War. Funds may invest in properties located in majbana and
port areas that have been, and may be, the subjects of terrorism or war. These acts of
terrorism or war may disrupt operations or dameggeta of the Funds, which could cause the
Funds and their Investors to suffer losses.

Default by Limited Partners. Although Phillips Edison believes that all Inies in the Funds

will have the financial ability to satisfy theirmital commitments, there can be no assurance that
all such commitments will be honored. In the evbat an Investor defaults on a capital call, it
may be difficult for the Fund and its non-defawgtinvestors to make up the shortfall from other
sources. Notwithstanding the contractual remediegigeed in the constituent documents of the
applicable Fund, any default by one or more Investould have a material adverse effect on the
Fund. In addition, it may be difficult, or imposeipto obtain or enforce a judgment against
certain Investors such as, for example, thoseadffd with foreign governments or international
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organizations established by treaty that enjoyatefimmunities, including immunities from
taxation and service of process, for the amouttief capital calls, if a Fund were to have such
Investors. The inability of a Fund to enforce dartavestors’ obligations to contribute capital to
the Fund could impair the Fund’s ability to takeattage of investment opportunities.

Risks Related to Multiple Roles and Related Entitie. Phillips Edison and its related persons
invest in and/or serve as general partner or magagember, or on the board of directors or
advisory board, of the Funds and provide servitiesrdhan investment advice (including, but
not limited to, administration, organizing and nmging the business affairs, preparing financial
statements and providing audit support, prepaargelated schedules or documents, and sales
and investor relations support) to such Fundspinescases for a fee separate and apart from the
advisory fee. A Fund may pay or reimburse Phillpdison or its affiliates for certain
organizational and initial offering expenses relatethe Fund. In addition, given its relationship
to the Funds, Phillips Edison or its affiliates nimgyin a position to directly access such Funds’
accounts.

Risks Related to REITs. Certain of the Funds hold investments through slidoses that are
real estate investment trusts (“REITS”). Such Fumady be limited in making and structuring
their investments in order to maintain REIT stébusuch subsidiaries.

Risks Related to Private Offering of Securities. Neither the SEC nor any state securities
commission has passed upon the merits of partingpat a Fund, nor has the SEC or any state
securities commission passed upon the adequacycasraxy of any Fund PPM. Any
representation to the contrary is a criminal ofeen®hillips Edison anticipates that the offer and
sale of the Funds’ interests is exempt from regflistn under the Securities Act of 1933, as
amended (“Securities Act”), The Funds, Phillips 46ai, and / or their affiliates also intend to
rely upon certain exemptions from broker dealeistegfion in the private offer and sale of
securities. If such exemptions are not availabiden current laws or regulations, or future
changes to federal or state securities laws oneir interpretation, it could adversely affect one
or more Funds, or its financial condition and regal a negative impact upon any such
investment.

Item 9 - Disciplinary Information
There are no legal or disciplinary events requicelde disclosed pursuant to this Item 9.

Item 10 - Other Financial Industry Activities and Affiliations

While Phillips Edison & Company Ltd. serves as timyestment adviser” to the affiliated
Funds, separately formed entities serve as thergepartner or manager, as applicable, to
certain of the Funds.

Phillips Edison Limited Partnership owns 99.9% lbé tmembership interests of Phillips
Edison & Company Ltd. and is the managing membePloflips Edison & Company Ltd.
Phillips Edison & Company, Inc. is the general partof Phillips Edison Limited Partnership.
Phillips Edison & Company Shopping Center Oppottuiund Managing Member LLC is
the managing member of Phillips Edison & Compang@ing Center Opportunity Fund
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LLC. Phillips Edison Limited Partnership is the maging member of Phillips Edison &
Company Shopping Center Opportunity Fund II LLC.hillps Edison Value Added

Company LLC is the general partner of Phillips BdisShopping Center Fund Il LP.
Phillips Edison Value Added Company 1V, L.L.C. i&tgeneral partner of Phillips Edison
Shopping Center Domestic Fund 1V, LP, and the géngartner of Phillips Edison Shopping
Center Fund IV, LP, and the manager of PhillipssBdi Shopping Center Fund IV REIT
LLC. Phillips Edison Limited Partnership is thdesmsmember of Phillips Edison NTR LLC.
PECO Strategic Investment Manager LLC is the manadePhillips Edison Strategic

Investment Fund LLC. PECO Strategic InvestmentdRMianager Il LLC is the manager of
Phillips Edison Strategic Investment Fund Il LLC.

Phillips Edison Arizona LLC is a licensed real &staroker in the State of Arizona formed to
comply with licensing requirements related to legscommercial properties in Arizona.
Phillips Edison & Company Ltd. is the sole membed a&a manager of Phillips Edison
Arizona LLC. Phillips Edison Arizona LLC is inwad only with the management of third-
party-owned properties in Arizona, for which it eaes market rate brokerage fees. Phillips
Edison Arizona LLC does not participate in any sactions with the Funds, and accordingly
we do not believe that this relationship createg actual or potential conflicts of interest
between Phillips Edison and its clients.

Phillips Edison Georgia LLC is a licensed real estaoker in the State of Georgia formed to
comply with licensing requirements related to lagscommercial properties in Georgia.
Phillips Edison & Company Ltd. is the sole membed & manager of Phillips Edison
Georgia LLC. Phillips Edison Georgia LLC is invet only with the management of third-
party-owned properties in Georgia, for which itawes market rate brokerage fees. Phillips
Edison Georgia LLC does not participate in anydamtions with the Funds, and accordingly
we do not believe that this relationship createg actual or potential conflicts of interest
between Phillips Edison and its clients.

The Funds include Phillips Edison Limited PartngrsRhillips Edison & Company Shopping
Center Opportunity Fund LLC, Phillips Edison & Coamy Shopping Center Opportunity
Fund Il LLC, Phillips Edison Shopping Center REIm¢., Phillips Edison Shopping Center
Fund Il LP, Phillips Edison Shopping Center Donwedtund IV, LP, Phillips Edison

Shopping Center Fund IV, LP, Phillips Edison ShagpCenter Fund IV REIT LLC, Phillips

Edison Strategic Investment Fund LLC, and Phillgdison Strategic Investment Fund II
LLC.

In some cases, these relationships may createeatjabtconflict of interest, or appearance of
a conflict of interest between Phillips Edison anBhillips Edison client due to the fact that
Phillips Edison provides investment managementicesvo more than one client and these
clients may have overlapping investment objectivés. such cases, participation in such
opportunities will be allocated pursuant to Phdlipdison’s allocation policies and procedures
discussed in more detail in Item 11.
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Iltem 11 - Code of Ethics, Participation or Interestin Client Transactions and
Personal Trading

Code of Ethics

Phillips Edison has adopted a Code of Ethics (@edé”) designed to ensure compliance with
Rule 204A-1 under the Advisers Act. The Code agpito all members, partners, officers,
directors (and any other person occupying a sirsiktus or performing a similar function), and
employees of Phillips Edison, and any other pevdom provides investment advice on behalf of
Phillips Edison and is subject to Phillips Edisosigoervision and control (each a “Covered
Person”). The Code is based on the principleRhdlips Edison and its Covered Persons owe a
fiduciary duty to the Funds, and incorporates thilowing general principles that all Covered
Persons are expected to uphold:

= Covered Persons must consistently place the itgave#hillips Edison’s clients before their
own.

= Covered Persons must conduct all of their invedtritansactions (including their personal
investment transactions) consistent with the Coderasuch a manner as to avoid conflicts of
interest or any abuse of a position of trust asdarsibility.

= Covered Persons must not take inappropriate adyaatheir positions for their personal
benefit.

In addition, Covered Persons are required to comiily applicable federal securities laws at all
times.

Covered Persons are expected to act solely fdyethefit of Phillips Edison and its clients and not
be influenced by personal interests that may résult other individual or business concerns. No
Covered Person may engage in any activities invglei potential conflict of interest unless prior
authorization is obtained from the Chief Complia@¢tcer.

The Code requires that Covered Persons’ persaregdtinent activities comply with all applicable
laws and regulations. In addition, Access Pergamslefined in the Code) are required to obtain
pre-clearance before making certain personal imezds in (i) a U.S. initial public offering and)ii

a security sold in the United States in reliancéherprivate placement exemptions in Section 4(2)
of the Securities Act or Regulation D thereundérhe Code provides that post-transaction
approval will not be given for a securities traissiccompleted before approval.

The Code includes policies and procedures congefmgide information” that are designed to
prevent the misuse of material, non-public inforamat The insider trading policies prohibit
Covered Persons from trading for clients or theweselor recommending trading, in securities of a
company while in possession of material non-publficrmation about the company, and from
disclosing such information to any person notledtio receive it.
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The Code also includes provisions governing thedstal of conduct of Covered Persons,
including the provision of the required personalusides reports, and policies regarding gifts and
entertainment and political contributions.

Covered Persons are required to certify their campe with the Code on a periodic basis. A copy
of the Code will be provided to any client or predve client upon request.

Phillips Edison does not invest in any of the Funidewever, Phillips Edison’s principals, officers
and employees and certain affiliates of Phillipgs&a may have direct and indirect investments of
their own capital in the Funds through, for examdlesct investments, deferred compensation
agreements, performance allocation, carried iriteresanagement fee waiver provisions. The
existence of the performance fees with respedidd-inds may create an incentive for Phillips
Edison or its personnel to make more speculativesiments on behalf of a Fund than they might
otherwise make in the absence of such performamsedicompensation. The terms of the carried
interest or performance fees could give Phillipss&d or its personnel an incentive to make
decisions regarding the timing and structure dfza#on transactions that are not consistent with
the interests of Investors.

Phillips Edison seeks to allocate investments antlead-unds in accordance with the governing
documents of the applicable Funds. In doing sdligghEdison may consider Fund investment
restrictions, current portfolio composition, size/estment objectives, risk tolerance, return targe
and preferred asset classes. Under no circumstanagsinvestments be allocated based on
anticipated compensation to Phillips Edison oraifiates. Each Fund will have its unique
investment guidelines and limitations that mustadlesn into account when making investment
allocation decisions. Investment opportunities tmeet the unique and specific investment
characteristics of a specific Fund will be allodaexclusively to such Fund. To the extent the
investment period for a successor Fund commenderelibe predecessor Fund is fully invested,
Phillips Edison will make allocation determinatidsased on the terms set forth in the governing
documents of the predecessor Fund and successbrdspectively. The Funds may have similar
investment strategies, and participation in speiifrestment opportunities may be appropriate for
more than one Fund. In such instances, the atlocat the investment opportunity among the
Funds must be documented and approved by the Chiepliance Officer.

Phillips Edison may engage one or more of itsiaft (referred to in such capacity as a
“Servicing Party”) to perform leasing, constructamd property management services for which a
Fund would otherwise retain third parties. Althoudgasing commissions, construction
management fees and property management feesevall tmarket rates, the enforcement of the
terms and conditions of the relevant leasing, coctsbn or property management agreement will
be determined by Phillips Edison. For examplediétermination as to whether a Servicing Party
is entitled to be indemnified pursuant to any sageement between the Fund and such Servicing
Party or whether such Servicing Party has satsfctperformed in compliance with its
agreement with the Fund will be within the purvieffPhillips Edison.

Item 12 - Brokerage Practices

The vast majority of our clients’ transactions aoé executed through a securities broker-dealer.
However, we have the discretion, under certairumstances, to make investments in equity
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interests and debt instruments. In such circumetarwe may execute the transactions on
behalf of the applicable Fund through a securitreker-dealer, and our objective will be to seek
“best execution” (that is, the most favorable piarel trade execution). Our effort to seek best
execution on any individual transaction dependstanbally on our judgment, knowledge and
experience in evaluating the counterparties’ andcgeproviders’ reliability and capability based
on previous and pending transactions effected bybtioker-dealer for our clients’ accounts.
These factors include, among other things, exetuiamlity and capabilities including, with
regard to market making, commissions charged by gnods compensation paid to such
counterparty and special knowledge of the reateestcurities and instruments markets.

Item 13 - Review of Accounts

Phillips Edison engages in ongoing monitoring afhemvestment. In addition, Phillips Edison
conducts periodic reviews of client accounts ireotd assess trends that may impact an individual
investment’s ability to generate cash, profitapildsset values, financing needs, potential ltgbili
and ability to service any debts.

Investors in the Funds generally receive a quanteplort, which includes a portfolio summary and
unaudited financial statements.

Item 14 - Client Referrals and Other Compensation

Phillips Edison does not receive any economic lisniebm non-clients in connection with the
provision of investment advice to the Funds.

Phillips Edison may retain placement agents to aetariterests in the Funds from time to time.
Any such placement agent's fee may be based omcantage of the capital commitments of
Investors whom they introduce to the Funds.

Item 15 - Custody

Securities and funds owned by the Funds are hetsh@tor more qualified custodians, which
provide each Fund a monthly account statement. eMesy because the general partners or
managers, as applicable, of the Funds are ouataffj we are deemed to have “custody” within the
meaning of SEC Rule 206(4)-2. Each Investor irAineds is generally provided with the written
quarterly reports described above and also wileivec audited financial statements for the
applicable Fund that comply with U.S. generallyeggted accounting principles within 120
days following the Fund’s fiscal year end. Investshould carefully review the quarterly
reports and annual audited financial statements.

Iltem 16 - Investment Discretion

Phillips Edison has full discretionary authoritythivrespect to investment decisions, and its
advice with respect to clients is provided in adeoce with the investment objectives and
guidelines as set forth in their respective privaptacement memoranda and constituent
documents. Phillips Edison’s investment managensgrieement or other contractual
provisions with the Funds generally place limitaian Phillips Edison’s management of the
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Funds, including (i) the amount of leverage tha& Bund may utilize, (i) maximum single
investment concentrations and (iii) the target tasksss. These limitations are described in
each Fund’'s PPM.

Item 17 - Voting Client Securities

The Funds do not hold public securities and Phillglison does not accept authority to vote
proxies on behalf of the Funds.

Item 18 - Financial Information

We are not aware of any financial condition of Igjgl Edison that impairs our ability to meet
contractual and fiduciary commitments to the Funrdbe Investors.

Item 19 — Requirements for State-Registered Adviser

Phillips Edison is not required to complete thesrit19.
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