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ITEM 2 – MATERIAL CHANGES  

This Brochure, dated December 20, 2024, provides a summary of the Firm’s advisory services and fees, 
professionals, certain business practices and policies, as well as actual or potential conflicts of interest, among 
other things. The last annual update of this Brochure occurred on December 22, 2023. This Item provides the 
Firm’s clients with a summary of new and/or updated information.  

The following is a summary of material changes made since the Firm last submitted its Brochure for an annual 
amendment filing on December 22, 2023: 

• Certain risk factors were updated, expanded or removed in Item 8. 

The most recent version of this Brochure may be requested by contacting the Firm’s Client Capital Management 
Department at 212-883-2500. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

3 

ITEM 3 –TABLE OF CONTENTS  

 

Item 2 – Material Changes ................................................................................................................................... 2 

Item 3 –Table of Contents .................................................................................................................................... 3 

Item 4 – Advisory Business .................................................................................................................................. 4 

Item 5 – Fees and Compensation ........................................................................................................................ 5 

Item 6 – Performance-Based Fees and Side-By-Side Management ................................................................... 7 

Item 7 – Types of Clients...................................................................................................................................... 8 

Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss .............................................................. 9 

Item 9 – Disciplinary Information ........................................................................................................................ 20 

Item 10 – Other Financial Industry Activities and Affiliations ............................................................................. 20 

Item 11 – Code of Ethics, participation or interest in client transactions and personal trading ......................... 21 

Item 12 – Brokerage Practices ........................................................................................................................... 23 

Item 13 – Review of Accounts ............................................................................................................................ 24 

Item 14 – Client Referrals and Other Compensation ......................................................................................... 24 

Item 15 – Custody .............................................................................................................................................. 24 

Item 16 – Investment Discretion ......................................................................................................................... 24 

Item 17 – Voting Client Securities ...................................................................................................................... 25 

Item 18 – Financial Information .......................................................................................................................... 25 

  

 

 

 

 

 

  



 

4 

ITEM 4 – ADVISORY BUSINESS  

Clarion Partners, LLC (the “Firm” or “Clarion”) provides investment advisory, subadvisory, and other services 
principally to institutional investors, focusing on sourcing, underwriting and managing real estate and real estate-
related investments.   

The Firm was originally founded as Jones Lang Wootton Realty Advisors in 1982. From 1982 through 1996, the 
Firm operated as Jones Lang Wootton Realty Advisors, a venture between management and the UK-based 
brokerage firm, Jones Lang Wootton (“JLW”). In 1996, management bought-out JLW’s interest in the company 
and owned it privately until a sale to ING Group in 1998. The Firm was wholly owned by ING Group from 1998 to 
2011 and managed autonomously as a real estate investment management business in the Americas. In June 
2011, following the global financial crisis, ING Group exited the real estate business, and the Firm executed a 
management buyout of its business. The Firm was capitalized by its senior management and an affiliate of 
Lightyear Capital (“Lightyear”), a private equity firm specializing in the financial services industry. 

In April 2016, the Firm became an investment management affiliate of Legg Mason, Inc. (“Legg Mason”). Legg 
Mason acquired the entire ownership position of the Firm’s prior financial partner, Lightyear, as well as a portion 
of Firm management’s position. Legg Mason, including its interest in Clarion, was subsequently acquired by 
Franklin Resources, Inc. (“Franklin Templeton”) on July 31, 2020. The existing management team of the Firm 
has retained an ownership stake in the business of approximately 18% and continues to maintain significant 
personal investments in various pooled investment vehicles advised or sponsored by Clarion. Through 
intermediate holding entities, Firm management and Franklin Templeton collectively own Clarion Partners 
Holdings LLC (“Holdings”), which wholly owns the Firm. Clarion retains significant management control over its 
strategic business and investment activities. Supervised by the Executive Board, Operating Committee, 
Investment Committees, and other governance forums, Clarion’s management team oversees the day-to-day 
operations and the investment processes of the Firm.  

In April 2019, the Firm acquired a majority stake in Clarion Partners Europe Limited (“Clarion Partners Europe”), 
a Jersey investment adviser focusing on European industrial assets. Clarion Partners Europe has its own 
management and investment teams and operates separately from Clarion’s U.S. business.  

As of September 30, 2024, Clarion manages approximately $72,909,515,461 in assets on behalf of various 
types of commingled investment vehicles (e.g., private funds, funds of funds, registered funds, collective 
investment trusts or other types of pooled investment vehicles) (collectively, the “Funds”) and separately 
managed account (“SMA”) clients (collectively, the “SMA Clients”), including approximately $65,423,365,510 on 
a discretionary basis and approximately $7,486,149,952 on a non-discretionary basis.   

Clarion offers a range of real estate and real estate-related equity and debt investment vehicles, investing in 
strategies across the risk/return spectrum using both Funds and tailored SMAs. Each Fund has a prescribed 
investment strategy that includes the property type(s), geographic region(s), risk profile, and other specific 
investment guidelines. These Funds and SMAs generally invest in diversified, institutional quality real estate 
equity and debt assets within the United States and in Europe (and on a limited basis in Mexico). As permitted 
by their investment guidelines, certain Funds and SMAs additionally invest in other real estate-related 
investments (which could include certain publicly traded securities).  

The Funds advised or subadvised by Clarion are primarily open-end and closed-end commingled privately 
offered Funds designed to invest in real estate equity and debt assets and other real estate-related investments, 
but also include on a limited basis open-end and closed-end private funds of funds offered or distributed by 
business partners. In addition, Clarion acts as subadviser to a registered investment company advised by and 
distributed through its affiliate Franklin Templeton, which also invests part of its assets into a sub-portfolio 
advised by a Clarion affiliate. The Firm also provides subadvisory and investment services to its affiliate Clarion 
Partners Europe. Clarion does not offer any wrap fee programs. 

When selecting and managing assets for its clients, Clarion remains subject to the investment guidelines and 
restrictions outlined in either (i) the offering memorandum or prospectus and other governing documents of each 
Fund (together, the “Fund Documents”); (ii) the Investment Management Agreement and other governing 
documents of each SMA Client (together, the “IMA”); or (iii) the applicable subadvisory agreements.  
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ITEM 5 – FEES AND COMPENSATION  

With respect to all types of clients, Clarion, including its affiliates, is compensated with an asset management 
fee. Clarion also receives additional fees, as generally described below. Details of how these fees are charged, 
calculated and governed for each client, as well as the terms under which they may be changed or waived, are 
contained in, and subject to, the applicable Fund Documents or IMA. 

Asset Management Fee.  The asset management fee for investment advisory services is earned as 
either:   

a) a percentage of assets under management, ranging from 0.20% to 2.00%, depending on 
account size and the client’s circumstances, which can also be based on gross or net assets 
under management (i.e., including or excluding debt/liabilities);   

b) a percentage of net operating income ranging from 0.67% to 7%, depending on cumulative 
investment dollar thresholds, with or without minimum/maximum fee limits, as well as other client 
specific criteria; or  

c) a percentage fee in other situations related to investment or acquisition price or on other types of 
fee bases, such as invested capital and investor commitments. 

SMA Clients and Funds generally pay fees in arrears at the end of each calendar quarter based on the 
value of assets or net operating income during the previous quarter.  

Asset management fees generally apply to client assets other than cash. Clarion may, in each case as 
permitted by the applicable governing documents, charge a separate cash management fee, often as a 
percentage of consolidated cash and short-term investments managed on behalf of the client. 

Acquisition and Disposition Fees.  Acquisition fees, when applicable, are earned by Clarion for 
facilitating the acquisition of investment assets for a client, and generally are based on a percentage of 
the purchase price of the asset. Disposition fees, when applicable, are earned by Clarion for the 
disposition of investment assets and generally are fixed fees on a per transaction basis or based on a 
percentage of the sale price of the asset.   

Performance-Based Fees.  Performance-based distributions or fees, when applicable, are earned by 
Clarion based on achievement of specified investment returns or capital appreciation of the assets of the 
client and as permitted by applicable law. See Item 6 below for more information about performance-
based fees and related conflicts. 

Property Management & Construction Management and Development Fees.  In most 
circumstances, third party property managers are hired for client property management and property 
development, and in these cases, Clarion does not earn any additional fees.  Where Clarion affiliates 
CP Industrial Management, LLC (“CPIM”) and Gables Residential (“Gables”) are engaged to provide 
management or leasing services for client properties, Clarion and its affiliates will earn additional 
property management fees.  Where Clarion employees forming the Clarion Partners Industrial Group 
(“CPIG”) are hired to develop or manage construction for client properties, Clarion will earn additional 
construction management and development fees.  Clarion has policies and procedures to monitor the 
selection of these affiliated service providers in each circumstance and the fees charged for those 
services. See Item 10.   

Other Fees.  Where applicable, additional fees are earned by Clarion or its affiliates for administration 
or other types of services, such as financing, and sales brokerage services.   

As a general matter, Clarion does not offset its asset management fees by the amount of any of these 
performance-based fees, property management fees, construction management and development fees or other 
additional fees paid to Clarion or its affiliates.  As a result, in some circumstances multiple fees are paid to 
Clarion and its affiliates in connection with Clarion’s management of client assets in SMAs and Funds.  Policies 
for charging asset management fees on cash are tailored to each Fund and IMA and are described in the 
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applicable Fund Documents or IMA.  

Funds and SMAs that invest in other Funds, registered funds (such as money market funds), unregistered funds, 
real estate investment trusts and other securities or investments for cash management, investment or other 
purposes will pay, indirectly, the fees and expenses of such investments. Clarion generally does not offset the 
asset management or other fees of the Fund or SMA by any of the fees or expenses of these underlying 
investments. Clarion can in some circumstances select affiliated or unaffiliated underlying investments, and it 
has an incentive to select affiliated investments, as a result of which Clarion or its affiliates would earn more fees 
as compared to unaffiliated investments. Clarion seeks to mitigate this conflict by following established 
investment guidelines and investment governance for each investing Fund and SMA.   

See Item 10, and the applicable Fund Documents, for important additional information about fees and other 
compensation to Clarion and affiliates, and related conflicts. See Item 6 for more information about performance 
fees. 

Fund and SMA Fees Generally 

Fees for each Fund are described in the respective Fund Documents. Fees for the SMAs are described in the 
respective IMAs. Fees are negotiated in some circumstances. Factors Clarion considers in negotiating fees 
include but are not limited to: the investment strategy and complexity of services required, the type of assets 
under management, the current or prospective amount of assets under management within a given product or 
across multiple products, a client’s business relationship with Clarion, whether Clarion is acting in a discretionary 
or non-discretionary capacity, and the extent of reporting or other administrative services required. Investors in 
the same Fund may pay different fees as a result of these negotiations. 

Termination provisions for the SMAs are described in each respective IMA.  Typically, an IMA may be 
terminated by either party at any time and for any reason upon receipt of 30 days written notice. Upon 
termination of an IMA, for clients that paid fees in advance, any unearned fees are refunded, and for clients that 
pay fees in arrears, any earned, unpaid fees are due and payable.   

Fund investors have the ability to redeem their interest in a Fund, in whole or in part, as outlined in, and to the 
extent permitted by, the respective Fund Documents.  

SMA Client fees are either billed directly to the client, deducted from the client’s account, or reduced from client 
distributions, as agreed upon with each client. For Funds, fees are billed or deducted as set forth in the 
respective Fund Documents. 

Additional Investment Expenses  

In addition to the fees described above, clients generally bear all costs and expenses incurred in connection with 
their investments, including brokerage commissions, transaction fees, custodial fees and other related costs and 
expenses pursuant to the terms of the applicable Fund Documents or IMA. See Item 12 for additional information 
regarding the factors that Clarion considers in selecting brokers for client transactions and in determining the 
reasonableness of their compensation. 

Additionally, Funds and SMAs bear certain organizational and operational expenses.   

Organizational expenses are subject to a cap in certain instances and include, but are not limited to, out-of-
pocket and internal expenses of Clarion and its agents incurred in the formation of a Fund or SMA such as in 
connection with the following activities: (i) marketing or pre-marketing, (ii) formation of a Fund or SMA, (ii) the 
preparation of any private placement memorandum or other governing documents, including any supplements 
thereto, and (iii) the negotiation of the organizational documents of a Fund or SMA and the documents related to 
any person’s investment in the Fund or SMA.     

• Operating expenses generally include, but are not limited to, expenses related to the following: (i) the 
investigation of investment opportunities (whether or not consummated), (ii) the acquisition, ownership 
and management (including costs related to promotional and operational activities), development, 
financing, or disposition of investments, (iii) travel, (iv) administrative and other expenses related to the 
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operation of each Fund or SMA and its subsidiaries, (v) fees paid to contractors, consultants, legal 
counsel, and other service providers, (vi) interest expenses, brokerage commissions and other 
investment costs incurred by or on behalf of each Fund or SMA and its subsidiaries, (vii) financial 
statement audits and tax preparation, (viii) expenses associated with the preparation and distribution of 
reports to Fund investors and SMA Clients, and (ix) all other customary expenses. Additionally, Funds 
bear offering expenses. In situations where expenses are incurred by, or relate to, more than one Fund 
or SA, costs are typically allocated between the applicable clients (and, in certain cases, between 
Clarion and its affiliates) in accordance with Clarion’s expense allocation policies and procedures (and 
applicable governing legal documents) which Clarion believes are reasonably designed to allocate 
expenses in a fair and equitable manner. Further details on the additional expenses a Fund or SMA will 
bear are outlined in the respective Fund Documents or IMA. 

ITEM 6 – PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT  

As noted in Item 5 above, Clarion, in accordance with applicable law, earns performance-based fees and carried 
interest distributions in some of its Funds and SMAs. Performance-based distributions and fees are negotiable in 
certain circumstances and are described in and governed by the relevant Fund Documents or IMA.   

Performance-based distributions and fees are governed by Section 205 of and Rule 205-3 under the Investment 
Advisers Act of 1940 (“Advisers Act”). Clarion reserves the ability to adopt different fee structures for Funds and 
SMAs.   

Performance-based fee arrangements present conflicts. These arrangements create an incentive for Clarion to 
recommend investments for clients that are riskier or more speculative, due to the potential to earn a 
performance-based fee if the investments are successful. Where applicable, portfolio managers and other 
employees of Clarion receive incentive compensation linked to the amount of performance-based fees paid to 
Clarion. These arrangements create additional incentive for these employees to recommend investments for 
clients that are riskier or more speculative, due to the potential to earn this additional compensation if the 
investments are successful.   

Clarion also has clients who do not pay performance-based compensation. Clarion has an incentive to favor the 
accounts that do pay performance-based compensation, including an incentive to favor them when allocating 
investment opportunities, because compensation that Clarion receives from these clients is directly tied to the 
performance of their accounts.  

Clarion and its affiliates also face conflicts of interest in determining whether or not to make distributions or to 
sell properties in order to reach performance-based fee thresholds.  

Clarion provides investment advice to multiple clients. Employees of Clarion allocate their business time among 
clients and Clarion’s general management. In addition, Clarion in some situations gives advice to one client that 
differs from advice given to another client. For example, Clarion could simultaneously advise a client seeking to 
increase risk in their portfolio to sell core-type assets, while advising a client seeking to decrease risk in their 
portfolio to purchase core-type assets.   

Clarion and its affiliates provide investment advice and perform related services to clients which have investment 
objectives and strategies that are often similar to, or overlap with, one another and are in competition with one 
another regarding investment opportunities. Similarly, investments held by clients managed by or affiliated with 
Clarion (including affiliates of Franklin Templeton) under some circumstances compete with one another for 
tenants, lessees or other resources. In making decisions with respect to investments held in different client 
accounts that compete with one another (e.g., decisions as to whether and to what extent to renovate, what 
rental rates to charge and when to sell), Clarion faces conflicts of interest between or among clients. 

Clarion seeks to address these conflicts by adhering to applicable Fund and SMA investment guidelines, and 
through its internal investment review and governance. Clarion’s Investment Committees and advisory councils 
also facilitate management of conflicts, as described further in Item 8.   

Clarion’s process for allocating investment opportunities is also important to managing conflicts.  Subject to 
certain exceptions described below, Clarion generally allocates investment opportunities among clients pursuant 
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to policies and procedures designed for that purpose.  

U.S. real estate equity and real estate-related debt investment opportunities sourced by Clarion are presented to 
Clarion’s portfolio managers through a formal allocation review process. Portfolio managers determine, on behalf 
of their respective clients, whether an investment opportunity meets the investment criteria of the client. If there 
is interest in an investment opportunity on behalf of only one client, the investment opportunity is assigned to that 
client. If there is interest in an investment opportunity on behalf of more than one client, (a “Contested 
Opportunity”), the investment opportunity is allocated to the client that has waited the longest to be assigned a 
Contested Opportunity, regardless of whether the client consummated the prior Contested Opportunity. New 
clients receive an initial allocation rotation priority equivalent to having just been assigned a Contested 
Opportunity (i.e., they are placed at the bottom of the rotation list). Separate rotational priorities are maintained 
with respect to real estate equity investment opportunities on the one hand and real estate-related debt 
investment opportunities on the other.   

U.S. investment opportunities are not made available for rotation under Clarion’s allocation policy under the 
following circumstances:  

a) An investment opportunity is sourced by a client with its own independent investment resources for 
acquisition by that client. 

b) An investment opportunity is sourced for a specific client pursuant to a programmatic joint venture 
relationship. 

Consistent with this policy, one of Clarion’s sector-focused, open-end privately offered Funds has a dedicated 
acquisitions team paid by that Fund, and investment opportunities sourced by that team are not made available 
for rotation, but such Fund participates in the allocation process for investment opportunities sourced by Clarion.  

Non-U.S. opportunities are subject to regional allocation processes. 

In addition, although Franklin Templeton and its affiliates could in the future engage in other real estate 
investment activities that would be competitive with Clarion, there are currently no such substantial competitive 
activities. Franklin Templeton and its successors and affiliates have no obligation to offer investment 
opportunities to any client of Clarion for consideration, regardless of whether the investment opportunities are 
presented to Franklin Templeton for its own account or the account of others, and regardless of whether the 
investment opportunities might be suitable for clients. 

Clarion reserves the right to modify its investment allocation policy and process. 

ITEM 7 – TYPES OF CLIENTS 

Clarion provides real estate investment management services to clients (the Funds and SMA Clients).  

Each SMA Client’s investment strategy is tailored to the client’s investment needs. SMA Clients include public 
pension funds, sovereign wealth funds, wealth managers, endowments, corporate pension plans, insurance 
companies and other institutional investors. SMA Clients include both U.S. and non-U.S. persons.   

For SMAs, the minimum account size is generally $100,000,000. SMA minimum account sizes may be 
negotiated. 

Investors in privately offered Funds generally include various types of institutional investors, such as pension 
funds, as well as high net worth individual investors. The investors in other Funds generally include similar types 
of investors, as well as natural persons who are not high net worth investors. Fund investors include both U.S. 
and non-U.S. persons.   

For Fund investors, the minimum investment amount varies and is outlined in the applicable Fund Documents. 
The minimum investment amount for Clarion’s institutionally focused privately offered Funds generally ranges 
from $2,500,000 to $10,000,000, with lower minimums in some Funds. In most cases, Clarion has the authority 
to change or waive any minimum investment requirements in accordance with the applicable Fund Documents.  
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Investors interested in investing in a Fund should refer to the respective Fund Documents for more information 
specific to the Fund.   

ITEM 8 – METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS  

Investment Strategies  

Each client portfolio is actively managed using proprietary research to evaluate national and regional real estate 
market fundamentals and opportunities. Funds and SMAs adopt individual investment guidelines. 

Clients target investment in equity interests in a range of commercial property types, including: industrial, 
multifamily residential, office, life sciences, retail, self-storage, build-to-rent single family housing, student 
housing, hotel, senior housing, manufactured housing, and land. Some client portfolios hold a broadly diversified 
commercial real estate portfolio, while others target specific subsectors or geographies.  

Some Funds and SMA Clients invest in commercial real estate debt, primarily investments in directly originated 
debt positions, targeting middle-market investments for enhanced risk-adjusted returns. With debt investments, 
underlying leverage is used to enhance returns in some circumstances. Additionally, certain Funds invest a 
minority of assets in publicly traded securities such as mutual funds and U.S. listed REITs.  

Within its various investment portfolios on behalf of both Funds and SMA Clients, Clarion employs a range of 
single asset vehicles and other holding structures such as corporations, business trusts, limited liability 
companies and other corporate entities (such as entities that qualify as real estate investment trusts for federal 
income tax purposes) and limited partnerships and other forms of joint ventures. SMAs and Funds, and their 
portfolio holding structures, are designed to accommodate tax considerations, and are subject to the risk that 
changes in tax law, tax treaties, or other sources of guidance impact the treatment of a given Fund or SMA 
investment. Clarion does not provide tax advice to SMA Clients or to Fund investors.    

Clarion recommends real estate and real estate-related investments across the risk/return spectrum:  

Core Portfolios – Objective of low to moderate risk: Invest generally in operating and substantially 
leased properties generally in larger markets. For these portfolios or individual properties, limited to 
moderate financial leverage may be used in an effort to potentially enhance returns.  Income typically 
generates approximately two-thirds of total portfolio/asset return.  

Core-Plus/Value-Added Portfolios – Objective of moderate to higher risk: Invest in properties that 
typically require a capital investment for repositioning, re-leasing or enhancement and/or new 
development.  For these investments, financial leverage is generally used in an effort to potentially 
enhance returns.  Total return over the holding period is generally divided more equally between 
income and appreciation.  

Opportunistic Portfolios – Objective of higher risk: Invest in new developments, recapitalizations, 
entities, or other structures. These portfolios are typically more highly leveraged and have significant 
related risk.  

Every strategy pursued by Clarion on behalf of any Fund or SMA Client entails a significant degree of risk. 
Investors should rely on their own individual tax and legal advice regarding an investment before making an 
investment decision. See the Related Risks section later in this Item 8 for more information on risks, and see 
Item 6 and Item 10 for important additional information on conflicts of interest.  

Clarion works with SMA Clients to develop customized investment guidelines and restrictions with respect to 
their respective investment programs as outlined in their IMAs. Management of Fund assets are not customized 
to any one investor’s guidelines or restrictions. Accordingly, Fund investors, when evaluating investment, should 
pay special attention to the discussions of risk factors, conflicts of interest, and other investment considerations 
in the Fund Documents. 
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Clarion’s Investment Methodology  

For each potential real estate investment, Clarion analyzes a number of factors that generally include: gross 
revenues, with attention paid to the quality of such revenues, past and expected vacancy rates, associated 
market conditions, past and projected operating and capital expenses, the use and physical condition of the 
property, the existing and potential lease structure of the property, the prospects for future sale, the projected 
investment return, environmental and social factors, mortgage terms and bond structure, and the impact on 
portfolio risk and return. When investing in commercial real estate debt, Clarion generally emphasizes loan 
originations that facilitate control over deal structure and pricing, as well as debt metrics such as debt service 
coverage ratio, loan-to-value, real estate type, quality, location, and sponsor credit among others.  

On an ongoing basis, Clarion’s portfolio managers, in conjunction with their management teams, seek to develop 
and implement a portfolio-appropriate strategy to manage portfolio risk. In addition, they are responsible for 
reviewing the operational matters, capital improvement programs, budgets, business plans, leases, and financial 
statements of each potential investment. The portfolio managers are responsible for investment governance.   

Valuation of real estate assets and debt liabilities is conducted according to the valuation policy of the applicable 
Fund or SMA and described in the respective Fund Documents and IMAs.  Under these policies, valuation is 
typically supported by a third-party appraisal firm and/or third-party appraisal manager. Clarion’s portfolio 
management teams also provide valuations of investments to Funds or to SMA Clients in certain circumstances, 
as documented in the applicable Fund Documents and IMAs. Funds investing in other Funds use the valuations 
provided by the underlying Funds.  See “Risks Related to Uncertainty of Real Estate Asset Values” below for 
more information about the risks of real estate valuations which are inherently subjective in certain respects. 
Clarion faces conflicts of interest when interacting with third party appraisal firms and when providing valuation 
information to Funds and SMA Clients. Clarion’s fees and client account performance are generally higher to the 
extent that valuations are higher.       

Each open-end privately offered Fund has an advisory council ("Advisory Council"), which includes several 
representatives of unaffiliated Fund investors. Some closed-end privately offered Funds may also form Advisory 
Councils in accordance with their Fund Documents. Clarion consults with a Fund’s Advisory Council as required 
or permitted under the relevant Fund Documents. Under some circumstances, a Fund’s Advisory Council will be 
asked to provide consent to transactions on behalf of the Fund involving a conflict of interest between the Fund 
and Clarion (e.g., the acquisition by a Clarion client of an asset from another Clarion client).  

Clarion’s Investment Committees, which consist of senior investment professionals at Clarion, have the primary 
responsibility to approve potential equity and debt investments or dispositions for a client. The Investment 
Committees review transaction features, terms and risks. Clarion has a Portfolio Allocation Investment 
Committee which reviews certain investment decisions for client portfolios that are permitted to invest in affiliated 
or third party-sponsored Funds or for which Clarion can allocate the management of some or all of the assets of 
the portfolio to an affiliated or third-party manager. 

Clarion’s Executive Board consists of members of the senior management team who are responsible for leading 
Clarion, defining Clarion’s business strategy and seeking to achieve operational results. Through the Executive 
Board, Clarion seeks to maintain transparent lines of communication with the Board of Directors of Holdings, 
which consists of both Clarion and Franklin Templeton senior executives. The Board of Directors of Holdings 
regularly assesses and monitors Clarion’s performance and operations. 

Clarion’s Operating Committee meets regularly to review financial and operational issues. The Operating 
Committee also focuses on expense management, headcount management, resource allocation and business 
initiatives to support Clarion’s business goals.  

Related Risks  

All of Clarion’s investment strategies involve the risk of loss that clients should be prepared to bear. In addition, 
the investment strategies described above will involve some or all of the following risks:  
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Risks Related to Real Estate Investments  

Real estate investments are long-term investments that are subject to market risk, including the potential loss of 
principal invested.  Real estate values are affected by a number of factors, such as: (i) changes in the general 
economic climate; (ii) local conditions (such as an oversupply of space or a reduction in demand for space); (iii) 
the quality and philosophy of management of properties; (iv) competition based on rental rates; (v) attractiveness 
and location of properties; (vi) financial condition of tenants, buyers and sellers of properties; (vii) quality of 
maintenance, insurance and management services; (viii) changes in operating costs; (ix) changes in interest 
rates and the availability of leverage which render the sale or refinancing of properties difficult or impracticable; 
(x) uninsured losses or delays from casualties or condemnation; (xi) government regulations (including those 
governing usage, improvements, zoning and taxes); (xii) potential liability under changing environmental and 
other laws; (xiii) structural or property level latent defects; (xiv) acts of God; and (xv) other factors beyond the 
control of Clarion. Investments in existing entities (e.g., buying out a distressed partner or acquiring an interest in 
an entity that owns a real property) could also create risks of successor liability.  

Risks Related to Real Estate Debt Investments 

Subordinated real estate debt investments involve business, financial, market and/or legal risks.  Real estate 
mortgage loans are subject to risks of delinquency and foreclosure, which result from certain events, such as 
changes in general or local economic conditions and/or specific industry segments; declines in real estate 
values; declines in rental or occupancy rates; increases in interest rates, real estate tax rates and other 
operating expenses and changes in governmental rules and regulations.  These are factors which are beyond 
the borrowers’ control and could impair borrowers’ ability to repay their loans.  In addition, if a restructuring of a 
non-performing loan takes place, substantial changes to the terms of the loan are likely to reduce the interest 
rate and capitalization of interest payments and cause a substantial write-down of the principal of the loan. Some 
of the other key risks connected with debt investments include foreclosure risk, sourcing risk, and the risk of 
investments in distressed assets.  These can pose significant financial risks, which may never be overcome by 
the Fund or SMA.   

Risks Related to Uncertainty of Real Estate Asset Values 

The gross asset value and net asset value of an SMA or Fund is based in large part on appraisals that are 
inherently subjective in certain respects and rely on a variety of assumptions, such as assumptions about 
projected cash flows for the remaining holding periods for the investments. In addition, appraisals are based in 
large part on information as of the end of a given period, such as a calendar quarter, and market, property and 
other conditions may change materially thereafter. Furthermore, real estate assets generally cannot be marked 
to or valued in accordance with an established market or readily tradable assets, and to the extent that market 
information is available it may be impaired during periods of relative market illiquidity. Accordingly, such 
appraised values may not accurately reflect the actual market values of investments, and it is possible that 
investors will make decisions as to whether to invest in or dispose of an investment without complete and 
accurate valuation information.  

Risk of Not Meeting Targeted Returns 

Investments are made based on estimates of future asset-level cash flows, which in turn are based on various 
factors and assumptions, such as projections of future growth rates and interest rates of particular markets, 
development and redevelopment costs, operating costs, rental and lease-up rates and disposition timing and 
proceeds, all of which are inherently uncertain. Actual performance of the investments could differ materially 
from Clarion’s targets. Clients have no assurances that the investments made by the Firm will achieve targeted 
returns.   

Risks Related to Fund or SMA Investments  

The purchase of an interest in a Fund, or decision to invest through an SMA, entails certain risks that investors 
should consider before making an investment decision. There is no assurance that an investment in a Fund or 
through an SMA will be profitable or, if it is profitable, that any particular yield or rate of return will be obtained or 
other investment objective will be realized. An investor should only invest in a Fund or through an SMA as part of 
an overall investment strategy and only if the investor is able to withstand a total loss of its investment. Funds 
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and SMAs could be subject to material risks that are not described herein. Additional risks regarding Funds are 
disclosed in the Fund Documents.   

Portfolio Concentration Risks 

Concentration in one real estate sector increases the potential for volatility of a client’s returns and also exposes 
the client’s portfolio to the risk of economic downturns in this sector to a greater extent than if its portfolio also 
included investments in other sectors. Further, certain client portfolios could have no limits regarding the amount 
of the portfolio assets invested in any single geographic area within the United States. To the extent an SMA or 
Fund concentrates its investments in a limited number of properties or geographic areas, the SMA or Fund will 
be subject to certain risks relating to concentrated investments. The revenue from, and the value of, the client’s 
properties located in any single concentrated region could be impacted significantly by a number of factors, such 
as local real estate conditions (such as oversupply of or reduced demand for such properties) and the local 
economic climate. Business layoffs, downsizing, industry slowdowns, changing demographics, and other factors 
could also adversely impact the local economic climate. A downturn in either the local economy or in general real 
estate conditions for any market in which the client’s investments are concentrated could adversely affect returns 
and cash flows, as well as, for Funds, a Fund’s financial condition, results of operations, and ability to make 
distributions to its investors. 

Environmental Regulatory Risks 

Real property is subject to U.S. federal and state environmental laws, regulations, and administrative rulings 
which, among other things, establish standards for the treatment, storage, and disposal of solid and hazardous 
waste. Real property owners are subject to U.S. federal and state environmental laws which impose joint and 
several liability on past and present owners and users of real property for hazardous substance remediation and 
removal costs. Therefore, there is exposure to substantial risk of loss from environmental claims arising in 
respect of any property with undisclosed or unknown environmental problems or as to which inadequate 
reserves have been established. 

Risks Related to General Economic and Market Conditions   

The real estate market generally, and the Clarion’s investment activities in particular, will be affected by general 
economic and market conditions. Specifically, the Firm’s investment activities will be affected by the systemic 
impact of inflation, the availability and cost of credit, declines in the real estate market, and geopolitical issues.  
Concerns exist regarding the systemic impact of global and domestic economic events, ranging from geopolitical 
issues that may contribute to increased market volatility and uncertain expectations for the global economy to 
interest rate increases in the United States, which may reduce the availability of financing. The success of the 
Firm’s investment activities will be affected by general economic and market conditions, as well as by changes in 
laws, currency exchange controls, and national and international political, environmental and socioeconomic 
circumstances. A sustained downturn in the U.S. or global economy (or any particular segment thereof) could 
adversely affect the Firm’s investment strategies or impede a Fund or SMA’s ability to perform or refinance their 
existing obligations. Any of the foregoing events could result in substantial or total losses to a Fund or SMA’s 
investments and/or properties, which losses will likely be exacerbated by the presence of leverage at the 
property level.  

Risks Related to Inflation and Rising Interest Rates 

Inflation and rising interest rates have had in the past, and may in the future have, negative effects on the 
economies and financial markets, which may in turn affect the markets in which a SMA or Fund invests. 
Inflation’s impact on the U.S. economy and the impact of any measures that may be taken by government 
officials to curb inflation remain uncertain. Beginning in March of 2022, the United States Federal Reserve began 
raising the federal funds rate in an effort to curb inflation. As a result, interest rates and costs of borrowing have 
risen dramatically. The Federal Reserve’s action, coupled with other macroeconomic factors, may trigger a 
recession in the United States, globally, or both. In addition, periods of excessive or prolonged inflation and 
rising interest rates may negatively impact the markets in which a Fund or SMA invests, resulting in increased 
vacancy, concessions or bad debt expense, which may adversely and materially affect the Funds and SMAs’ 
financial condition, results of operations, cash flow, and ability to make distributions, in each case as applicable. 
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These factors may also impact tenants’ ability to pay contractual rent, or, where applicable, expense 
reimbursements, requiring absorption of a larger share of operating expenses by Funds or SMAs. In combination 
with a potential U.S. and/or global recession, the Funds and SMAs may also experience a slowdown in the rate 
of increase in rental rates or a decrease in rental rates over time, which may adversely and materially affect 
client financial conditions, results of operations, cash flow and ability to make distributions. In addition, rising 
interest rates may have other detrimental effects on business. For example, rising interest rates could restrict 
liquidity based on certain financial covenant requirements as well as create an inability to refinance maturing 
debt in part or in full as it comes due depending on rates at such time. A rise in interest rates could also increase 
capitalization rates and make alternative interest bearing and other investments more attractive and, therefore, 
potentially lower the relative value of existing real estate investments. Clarion will continue to monitor the 
uncertainty surrounding inflation and rising interest rates and the impact that these factors may have on the U.S. 
economy and on its business. 

Risks Related to Climate Change 

Investments are located in areas that could be disrupted by climate change. Further, prolonged changes in 
climatic conditions could have a significant impact on the revenues, expenses and conditions of certain 
investments. While the precise future effects of climate change are unknown, it is possible that climate change 
could affect levels, intensity and distribution of precipitation, cause droughts or flooding, affect wind levels, 
increase the frequency of wildfires, affect annual sunshine levels, as well as sea levels, heat indices, and the 
severity and frequency of storms, and create or substantially contribute to other severe weather events or 
changes. In the event that climate change causes sea levels to rise, certain investments might be forced to incur 
expenses to prevent assets from being damaged or rendered unusable by such rising sea levels. Moreover, in 
response to climate change evidence, various regulatory agencies may enact more restrictive environmental 
regulations and consumer preferences could change, which in turn could have a negative impact on the value of 
certain investments as well as investment strategy. More restrictive regulations could materially impact the 
revenues and expenses of an investment. In addition, climate driven changes could have a negative impact on 
the economy, as well as business and other activity in any of the locations in which a client may invest, and 
thereby adversely affect the performance of those investments. 

Risks Related to Environmental, Social and Governance (“ESG”) Matters 

Clarion integrates sustainability risks and opportunities into its research and analysis and in its investment 
decision-making processes. Sustainability risk means an environmental, social or governance event or condition 
that, if it occurs, could potentially or actually cause a material negative impact on the value of a Fund or SMA 
portfolio investment. Sustainability risks can either represent a risk of their own or have an impact on other risks. 
The extent to which Clarion takes ESG considerations into account varies from client portfolio to client portfolio, 
based on, among other things, the portfolio’s investment objective, investment strategies, investment restrictions, 
as outlined in the relevant Fund and SMA governing documents and applicable law. When considered, 
sustainability elements are evaluated in the context of Clarion’s duties to enhance long-term risk-adjusted 
returns from investors and determine strategy risks and opportunities.  

Clarion seeks to mitigate the impacts of sustainability risks on client portfolio returns. However, it is possible that 
one or more sustainability risks may have a negative impact on the value of one or more of the client 
investments, thereby affecting that client’s returns. Sustainability factors that could contribute to such risks 
include biodiversity and habitat, climate and climate change, compliance with environmental regulation, energy 
efficiency and supply, flooding, natural hazards, waste management and water supply. 

Clarion is dependent upon ESG information and data obtained through voluntary or third-party reporting that may 
be incomplete, inaccurate or unavailable, which could cause Clarion to incorrectly assess a potential 
investment’s ESG attributes and/or related risks and opportunities. While ESG is only one of the many factors 
Clarion might consider in making an investment, there is no guarantee that Clarion will successfully implement 
and make investments that create positive ESG impact while enhancing value and achieving financial returns. 
ESG initiatives may not achieve the desired financial and social results, or the market or society may not view 
any such changes as desirable. Any successful engagement efforts on the part of Clarion will depend, in part, on 
Clarion’s skill in properly identifying and analyzing material ESG data and factors, and their potential impact on 
value. There can be no assurance that any ESG techniques employed will be successful. 
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Risks Related to Cybersecurity 

Cybersecurity incidents and cyber-attacks have been occurring globally at a more frequent and severe level and 
will likely continue to increase in frequency in the future. There has been an increase in the frequency and 
sophistication of the cyber and security threats that Clarion faces, with attacks ranging from those common to 
businesses generally to those that are more advanced and persistent, which may target Clarion because it 
collects, processes, stores and transmits electronic information, including sensitive, personal, proprietary and/or 
confidential information of clients and their investments and transactions, Fund investors, business partners, 
tenants and employees. Similarly, the Clarion relies on certain widely available third-party applications and 
services for its daily operations, which may independently be vulnerable to these threats. Likewise, service 
providers of Clarion or a client could process, store and transmit such information and face similar threats. 
Despite security measures, information technology and infrastructure could be vulnerable to attacks by hackers 
or breached due to employee error, malfeasance, or other disruptions. Clarion may face a heightened risk of a 
security breach, online extortion attempt, or disruption with respect to this information resulting from an attack by 
computer hackers, foreign governments, cyber extortionists, malicious insiders, or cyber terrorists. Any such 
breach or other cyber event could compromise Clarion’s networks or those of its service providers, and the 
information stored there could be accessed, publicly disclosed, lost or stolen. Any successful attack could have a 
material adverse effect on Clarion’s business and results of operations.   

Clarion’s service providers, suppliers, contractors, investors, and other third parties with whom Clarion does 
business (“Other Parties”) also are subject to and may experience cyber threats and attacks that are similar in 
frequency and sophistication and are subject to the risk of information/technology disruptions. In many cases, 
Clarion must rely on the controls and safeguards put in place by these Other Parties to defend against, respond 
to, and report these attacks and otherwise prevent disruptions. If an Other Party fails to adopt or adhere to 
adequate data security and similar policies, or in the event of a breach of or inaccessibility to its networks, such 
information could be lost or improperly accessed, used or disclosed. In addition to cybersecurity and similar 
threats, Clarion’s and the Other Parties’ information and technology systems may be vulnerable to damage or 
interruption from computer viruses, network failures, computer and telecommunication failures, usage errors, 
power outages and catastrophic events (e.g., fires, weather events, wars, public health crises). The techniques 
used to obtain unauthorized access to data, disable or degrade service or sabotage systems change frequently 
and may be difficult to detect for long periods of time. Breaches of Other Parties’ controls may also result in 
attempted social engineering episodes or other attempts to steal or misdirection money away from Clarion and 
its business partners.  

Any unauthorized or inadvertent access, disclosure or other loss of or inaccessibility to information could result in 
monetary losses, legal claims or proceedings (and related legal costs), liability under laws that protect the 
privacy of personal information, and regulatory penalties or fines (and related legal costs). It could also disrupt 
operations, damage Clarion’s reputation and cause a loss of confidence in its services, which could adversely 
affect its business and competitive position. The expenses and potential liabilities associated with collecting, 
storing and protecting this information, and remediating breaches or similar events, could adversely impact 
Clarion. The costs related to cyber or other security threats or disruptions or data privacy breaches may not be 
insured or indemnified by other means. A cybersecurity incident or data privacy breach could similarly adversely 
impact clients or Fund investors.  

Risks Related to the Use of Leverage    

To the extent the investments are leveraged, risks will be exacerbated. These include risks associated with 
changes in the general economic climate, changes in the overall real estate market, local real estate conditions, 
the financial condition of tenants, buyers and sellers of properties, supply of or demand for competing properties 
in an area, technological innovations that dramatically alter space and demand requirements, the availability of 
financing, changes in interest rates, competition based on rental rates, energy and supply shortages, various 
uninsured and uninsurable risks and government regulations. Any default on the payment of principal and 
interest could result in foreclosure of any security instrument securing the debt, the complete loss of the capital 
invested in a particular investment and, in some cases, recourse by the lender to other portfolio properties. In 
addition, a credit facility or other debt instrument generally will impose performance and operational covenants 
on the borrower, and therefore impact the availability of cash flow from the investment and operations of the 
investment. 
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Risks Related to the Unavailability of Debt 

In recent years, a scarcity of available capital to meet the demand for debt has periodically resulted in curtailed 
availability of leverage. Available credit has periodically been and may continue to be limited, and lending 
requirements have become far more stringent, impacting the availability of debt for new purchases as well as for 
refinancing. These factors have periodically resulted and may continue to result in a significantly reduced volume 
of commercial real estate transactions, as well as further changes in the value of commercial real estate assets. 
If a Fund or SMA is unable to secure financing or is unable to negotiate acceptable terms with financing sources 
that may be available, the Fund or SMA’s performance and returns may be negatively impacted. 

Risks Related to the Use of Derivatives 

Clarion may advise the use derivatives for the purposes of increasing or decreasing a Fund or SMA’s exposure 
to interest rates. When used for hedging purposes, an imperfect or variable degree of correlation between price 
movements of the derivative instrument and the underlying investment sought to be hedged may prevent the 
user from achieving the intended hedge effect or expose it to the risk of loss. In addition, derivative instruments 
may not be liquid in all circumstances, so that in volatile markets, a holder may not be able to close out a 
position without incurring a loss. Many derivative transactions may not be on an organized exchange and may 
not be subject to regulation by U.S. regulators. In some cases, such derivatives may be traded in markets that 
have limited liquidity making it difficult or impossible for the execution of trades at a desired price and may 
expose the employing Fund or SMA to the risk of counterparty non-performance or failure. In these cases, the 
assets will be subject to the risk of the inability of, or refusal by, the counterparty to perform with respect to such 
contracts. 

Regulatory Risks 

Certain Funds, SMAs, and portfolio investments are subject to extensive governmental regulation. These 
regulations can under certain circumstances prevent a client from making investments that it otherwise would 
make. Regulations generally, as well as regulations more specifically addressed to the real estate or private 
investment fund industry (such as tax laws and regulations), whether in the United States or abroad, could 
increase the cost of acquiring, holding or divesting portfolio investments, the profitability of enterprises and the 
cost of operating a Fund or investing through an SMA. Furthermore, the financial services industry generally, 
and the activities of private investment funds and their managers, in particular, have been subject to intense and 
increasing regulatory oversight. Such scrutiny may increase the exposure of Clarion to potential liabilities and to 
legal, compliance and other related costs. Increased regulatory oversight may impose administrative burdens on 
Clarion, including, without limitation, responding to investigations and implementing new policies and 
procedures. Such burdens may divert Clarion’s time, attention and resources from portfolio management 
activities. 

Risk of Uninsurable Losses 

Uninsured and underinsured losses could harm real estate investments held by Funds or SMAs.  Various types 
of catastrophic losses, such as losses due to wars, riots, pandemics, nuclear reaction, terrorist acts, 
earthquakes, floods, hurricanes, pollution or environmental matters, generally are either uninsurable or not 
economically insurable, or subject to insurance coverage limitations, such as large deductibles or co-payments.  
In the event of a catastrophic loss, it is possible that insurance coverage will not be sufficient to cover the full 
current market value or replacement cost of its lost investment. Should an uninsured loss or a loss in excess of 
insured limits occur, a client could lose all or a portion of the capital it has invested in an investment, as well as 
the anticipated future revenue from the investment.  In that event, the client might nevertheless remain 
obligated for any notes payable or other financial obligations related to the investment, in addition to obligations 
to the client’s ground lessors, franchisors and managers.  Inflation, changes in building codes and ordinances, 
environmental considerations, provisions in loan documents encumbering the portfolio properties pledged as 
collateral for loans and other factors might also keep the client from using insurance proceeds to replace or 
renovate an investment after it has been damaged or destroyed. Under those circumstances, the insurance 
proceeds the client receives might be inadequate to restore the client’s economic position on the damaged or 
destroyed investment. 
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Risks Related to Epidemics and Other Public Health Crises 

Pandemics and other widespread public health emergencies, including outbreaks of infectious diseases such as 
SARS, H1N1/09 flu, avian flu, Ebola and the March 2020 outbreak of a novel and highly contagious strain of 
coronavirus (“COVID-19”), have resulted in market volatility and disruption, and future such emergencies have 
the potential to materially and adversely impact economic production and activity in ways that are impossible to 
predict, all of which may result in significant losses to a Fund or SMA. 

The outbreak of COVID-19 has resulted in numerous deaths, and the imposition of both local and more 
widespread quarantine measures, border closures and other travel restrictions, causing social unrest and 
commercial disruption on a global scale and significant volatility in certain equity and debt markets. While many 
of these measures and effects have abated as of the date of this Memorandum, the potential future effects of the 
pandemic are uncertain and difficult to assess. There can be no assurance on the continuing effects of the 
coronavirus on the economy generally or its effect on any Fund or SMA and their ability to achieve their 
investment objectives.  

Any public health emergency, including any outbreak of COVID-19, monkeypox, SARS, H1N1/09 flu, avian flu, 
other coronavirus, Ebola or other existing or new epidemic diseases, or the threat thereof, could have a 
significant adverse impact on the operations of Clarion, any Fund or SMA and its investments, and could 
adversely affect a Fund’s or SMA’s ability to fulfill its investment objectives. The extent of the impact of any 
public health emergency on the operational and financial performance of Clarion, any Fund or SMA will depend 
on many factors, including the duration and scope of such public health emergency, the extent of any related 
travel advisories and restrictions implemented, the impact of such public health emergency on overall supply and 
demand, goods and services, investor liquidity, consumer confidence and levels of economic activity and the 
extent of its disruption to important global, regional and local supply chains and economic markets, all of which 
are highly uncertain and cannot be predicted. The effects of a public health emergency may materially and 
adversely impact the value and performance of a Fund’s or SMA’s investments as well as the ability to source, 
manage and divest investments and achieve their investment objectives, all of which could result in significant 
losses to the Fund or SMA. In addition, the operations of Clarion, any Fund or SMA and its investments may be 
significantly impacted, or even halted, either temporarily or on a long-term basis, as a result of government 
quarantine and curfew measures, voluntary and precautionary restrictions on travel or meetings and other 
factors related to a public health emergency, including its potential adverse impact on the health of any such 
entity’s personnel. 

Further, the widespread outbreak of infectious disease such as COVID-19 and containment efforts may 
adversely affect the ability, or the willingness, of a party (including any Fund or SMA, Clarion, a tenant or 
borrower or a counterparty or service provider to any Fund or SMA or a tenant or borrower) to perform its 
obligations under its contracts and has led to uncertainty over whether such failure to perform (or delay in 
performing) might be excused under so called “material adverse change,” force majeure and similar provisions in 
such contracts.  As a result, tenants and borrowers and counterparties and service providers to any Fund or 
SMA may fail to perform (or delay the performance of) their obligations to any Fund or SMA, pending 
transactions may not close on time or at all, any Fund or SMA, Clarion, tenant or borrower may be forced to 
breach (or may determine not to perform its obligations under) certain agreements and litigation is likely to 
ensue, any of which could have a material adverse effect on any Fund or SMA and their respective investments. 

Risks Related to Force Majeure Events 

There is a risk that investments will be impacted by force majeure events (i.e., events beyond the control of the 
party claiming that the event has occurred, such as energy blackouts, acts of God, fire, flood, earthquakes, 
outbreaks of an infectious disease, pandemic or any other serious public health concern, war, terrorism, labor 
strikes and telecommunication failures). There is a risk that some force majeure events will adversely affect the 
ability of a party (including an investment, a tenant of an investment, a customer of a tenant of an investment, a 
counterparty of an investment or a counterparty of client) to perform its obligations until it is able to remedy the 
force majeure event. Such a party could also claim force majeure for nonperformance of its contractual 
obligations.  Certain force majeure events (such as an outbreak of an infectious disease) could have a broader 
negative impact on the world economy and international business activity generally, or in any of the countries or 
jurisdictions in which investments are located. Additionally, a major governmental intervention into industry, 
including but not limited to the nationalization of an industry or the assertion of control over an investment, could 
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result in a loss to a client.  Any of the foregoing would therefore adversely affect the performance of such 
Clarion Fund or SMA and its investments. 

Geopolitical Risks and Ongoing Foreign Conflicts   

Economies and financial markets worldwide are becoming increasingly interconnected, which increases the 
likelihood that events or conditions in one country or region will adversely impact markets or issuers in other 
countries or regions, including in ways that are difficult to predict or foresee. The impacts of these events can be 
exacerbated by failures of governments and societies to respond adequately to an emerging event or threat. For 
example, local or regional armed conflicts have led to significant sanctions against certain countries and persons 
and companies connected with certain countries by the United States, Europe and other countries. Such armed 
conflicts and sanctions and other local or regional developments can exacerbate global supply and pricing 
issues and result in other adverse developments and circumstances, as well as increased general uncertainty, 
for markets, economies, issuers, businesses and societies globally. Although these types of events have 
occurred and could also occur in the future, it is difficult to predict when similar events or conditions affecting the 
U.S. or global financial markets and economies may occur, the effects of such events or conditions, potential 
retaliations in response to sanctions or similar actions and the duration or ultimate impact of those events. Any 
such events or conditions could have a significant adverse impact on the value and risk profile of a Fund, SMA 
or their respective portfolio investments, with or without direct exposure to the specific geographies, markets, 
countries or persons involved in an armed conflict or subject to sanctions.           

Risks Related to Litigation 

In the ordinary course of its business, Clarion’s investments, investment vehicles, affiliated operating companies, 
and business activities are subject to litigation from time to time. In addition, the acquisition, ownership and 
disposition of properties entail certain litigation risks. The outcome of any proceedings could materially adversely 
affect the value of a Fund or SMA and its investments and could continue without resolution for long periods of 
time. Any litigation has the potential to consume substantial amounts of Clarion’s time and attention, at times 
disproportionate to the amounts at stake in the litigation. 

Risks Related to Lack of Liquidity  

Investments in real estate are highly illiquid and subject to industry cycles, downturns in demand, market 
disruptions and the lack of available capital from potential lenders or investors (whether to finance or refinance 
portfolio properties or for potential purchasers of such properties). Accordingly, there is no assurance that a 
Fund or SMA Client will be able to dispose of investments in a timely manner and/or on favorable terms. 

Risks Related to Contingent Liabilities on Disposition of Investments 

In connection with the disposition of an investment, a Fund or SMA may be subject to various contingent 
liabilities. For example, a Fund or SMA may be required to make representations about the business, financial 
affairs, and other aspects (such as environmental, property, tax, insurance and litigation) of such investment 
typical of those made in connection with the sale of a business. The Fund or SMA may also be required to 
indemnify the purchasers of such investment to the extent that any such representations are inaccurate, as well 
as to indemnify the purchasers, subsequent owners or occupants, and others for certain matters without regard 
to breaches of representations and warranties. These arrangements may result in the incurrence of contingent 
liabilities for which the Fund or SMA may establish reserves or escrows. 

Risk that Suitable Investments Will Not Be Available 

There is no guarantee that Clarion will be able to identify and acquire investments that meet the investment 
objectives of a client on satisfactory terms or at all, or that Clarion will be able fully to invest the capital available. 
The availability of investment opportunities generally will be subject to market conditions and competition from 
other similarly focused investors.  

Risk of Competition for Suitable Investments 

The availability of investment opportunities generally will be subject to market conditions and the Firm may 



 

18 

encounter competition from other similarly focused investment managers currently in existence or hereafter 
formed. Potential competitors also include other investment partnerships and corporations, investment and 
merchant banks, business development companies, strategic industry acquirers and other financial investors 
investing directly or through affiliates. Some of these competitors may have more relevant experience, greater 
financial resources and more personnel than Clarion and its affiliates. It is possible that competition for 
appropriate investment opportunities may increase, which could negatively impact the Firm’s ability to 
consummate investments and adversely affect the terms upon which investments can be made. There can be no 
assurance that the Firm will be able to locate and consummate investments that satisfy a given Fund or SMA’s 
rate of return objectives or realize their values or that it will be able to invest fully its aggregate capital. To the 
extent that Clarion encounters competition for investments or cannot locate suitable opportunities, returns from a 
Fund or SMA may decrease. 

Risks Related to Expedited Transactions and Due Diligence 

Investment analyses and decisions by Clarion may frequently be required to be undertaken on an expedited 
basis to take advantage of investment opportunities. In such cases, the information available to Clarion at the 
time of making an investment decision may be limited, and Clarion may not have access to detailed information 
regarding the Investment. In addition, although Clarion expects to conduct due diligence on all potential 
Investments, the due diligence process may not uncover all potential risks relating to an investment. Therefore, 
no assurance can be given that Clarion will have knowledge of all circumstances that may adversely affect an 
investment. In addition, Clarion may rely upon independent consultants in connection with its evaluation of 
proposed investments, and no assurance can be given as to the accuracy or completeness of the information 
provided by such independent consultants or to a Fund or SMA’s right of recourse against them in the event 
errors or omissions do occur. 

Risks Due to Reliance on Key Employees   

Clarion employs experienced individuals who manage the Firm’s operations and investment activities and 
depends upon the experience and relationships of certain members of the senior management team.  Clarion’s 
success depends on, among other things, its ability to retain these individuals and attract additional qualified 
personnel.  The failure to do so could have a material adverse effect on Clarion or on its ability to service 
particular Funds or SMAs. 

Bank Failures and Health of the Banking Industry  

The failures of Silicon Valley Bank and Signature Bank in 2023 resulted in heightened concern regarding the 
health of other banking institutions and the ability of such institutions to withstand the economic conditions posed 
by rapidly increasing interest rates, including a decline in value of securities and loan portfolios, and it is unclear 
if there will be additional bank failures.  To the extent there is a failure of a bank at which Fund or SMA assets 
are maintained, such failure could result in a delay in deploying and using assets in such client accounts at that 
bank which could have an impact on Clarion’s ability to engage in recommended transactions for Funds and 
SMAs.  Although it is not clear at this time what impact such bank failures will have on the instruments in which 
Clarion invests for Funds or SMAs, it is possible that the liquidity and market value of those instruments may be 
adversely affected. 

Risks Related to Co-Investments 

Clarion may determine to provide certain persons, including third parties and/or Clarion-sponsored funds or 
vehicles, an opportunity to co-invest in investment opportunities alongside a Fund or SMA in amounts and on 
such terms and conditions (including with respect to compensation arrangements) as Clarion determines in its 
sole discretion, subject to applicable approval and other requirements contained in each Fund and SMA’s 
governing documents. Such investments may involve risks not present in investments where a third party is not 
involved, including the possibility that: (i) the Clarion Fund/SMA and a co-venturer or partner may reach an 
impasse on a major decision that requires the approval of both parties; (ii) a co-venturer or partner of the Clarion 
Fund/SMA may at any time have economic or business interests or goals that are inconsistent with those of the 
Clarion Fund/SMA; (iii) a co-venturer or partner may encounter liquidity or insolvency issues or may become 
bankrupt; (iv) a co-venturer or partner may be in a position to take action contrary to the Clarion Fund/SMA’s 
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investment objective; (v) a co-venturer or partner may take actions that subject an investment to liabilities in 
excess of, or other than, those contemplated; or (vi) in certain circumstances, a Clarion Fund/SMA may be liable 
for actions of its co-venturers or partners. In addition, the Clarion Fund/SMA may rely upon the abilities and 
management expertise of a co-venturer or partner. It may also be more difficult for the Clarion Fund/SMA to sell 
its interest in any joint venture, partnership or entity with other owners than to sell a wholly owned interest in 
other investments. Co-venturers or partners may be granted joint approval rights with respect to major decisions 
concerning the management and disposition of the Investment, which would increase the risk of deadlocks. A 
deadlock could delay the execution of the business plan for an investment or require the Clarion Fund/SMA to 
engage in a buy-sell of the venture with a co-venturer or partner or conduct the forced sale of such investment. 
As a result of these risks, the Clarion Fund/SMA may be unable to fully realize its expected return on any such 
investment. 

Risks Related to the Use of Artificial Intelligence ("AI") Tools   

Clarion or its service providers may rely on programs and systems that utilize AI, machine learning, probabilistic 
modeling, and other data science technologies ("AI Tools"). AI is a branch of computer science focused on 
creating systems capable of performing tasks that typically require human intelligence; this includes, among 
other things, methods for analyzing, modeling, and understanding markets as well as developing AI Tools that 
can learn to perform various tasks. AI Tools may be flawed and underlying data sets may be insufficient, of poor 
quality, or contain biased information. In addition, AI Tools generally utilize machine learning and/or predictive 
analytics that may lead to flawed, biased, and inaccurate results. Risks associated with these technologies also 
are increased by their relative newness and the speed at which they are being adopted, and the lack of laws, 
regulations or standards governing its use. Clarion cannot predict uses of AI in the future by itself or third parties. 

Risks Associated with Investments in Operating Companies  

Certain Funds or SMAs may invest in operating companies, such as development companies or property 
managers, if permitted by each Fund or SMA’s governing documents. Funds or SMAs may make such 
investments in order to provide access to real estate investments within the portfolio’s primary strategy or to 
enhance returns. An operating company in which such an investment is made may not be profitable at the time 
of the investment (or ever). An investing Fund or SMA may not be able to recover its investment in an operating 
company. In many instances, the management team of an operating company will have significant responsibility 
for the day-to-day operations and success of such entity (and thus a client’s investment therein) and, in certain 
circumstances, is expected to identify and/or make decisions with respect to investment opportunities in which 
the Fund or SMA would participate.  There can be no assurance that the management team of any operating 
company or other entity in which a Fund or SMA invests will operate in accordance with Clarion’s expectations, 
including with respect to investment decisions. Moreover, operating companies and such other entities may lose 
employees, as the market for high performing executive talent can be competitive. There can be no assurance 
that operating companies will be able to attract, develop, integrate and retain suitable management team 
members over the life of a Clarion client investment and, as a result, such investment and such Fund or SMA 
could be adversely affected thereby. 

Clarion’s Affiliation within the Wider Franklin Templeton Organization 

As further explained in Item 10, Clarion’s ultimate parent is Franklin Templeton, a global asset management 
company. Franklin Templeton has various asset management subsidiaries, including other advisory firms that 
are under common control with Clarion (although Clarion is managed by its own personnel and is operationally 
separate from such affiliates). Certain events or developments that occur and are isolated to a particular affiliate, 
whether they be positive or negative, could potentially impact the perception of the wider Franklin Templeton 
enterprise in the market, which may indirectly impact Clarion’s ability to raise capital or source transactions for its 
clients.  

Risks Related to the SEC Private Funds Rule   

In June 2024, the 5th U.S. Circuit Court of Appeals struck down the Private Fund Rule, which was a set of 
regulations imposed by the SEC on private fund advisors. These rules were designed to increase transparency 
and reduce potential conflicts of interest, among other investor protections. The court's decision to invalidate 
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these rules has significant implications for the private funds industry, including regulatory uncertainty. Without 
the Private Fund Rule, there may be a lack of clarity regarding the standards and practices that private fund 
advisors, including Clarion, are expected to follow. This could lead to a regulatory vacuum until either new rules 
are proposed and adopted or until the SEC provides further guidance. There is also the risk of future regulatory 
actions. The SEC or other regulatory bodies may seek to introduce new rules or regulations to fill the gap left by 
the invalidation of the Private Fund Rule. This could result in a shifting regulatory landscape that private fund 
advisors will need to navigate. 

ITEM 9 – DISCIPLINARY INFORMATION  

Form ADV Part 2 requires investment advisers to disclose legal or disciplinary events involving the investment 
adviser or its partners, officers, or principals that are material to an evaluation of its investment advisory 
business and the integrity of its management. Clarion has no information to report that is applicable to this Item.  

ITEM 10 – OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS  

Clarion has other financial industry activities and affiliations.  

Clarion serves as investment adviser, subadviser, managing member and/or general partner for the Funds and 
various investment vehicles established to facilitate investments for Funds and SMA Clients, and serves as the 
investment sub-adviser to a registered investment company.  

Certain of Clarion’s associates are registered representatives of Clarion’s affiliated broker-dealer Clarion 
Partners Securities, LLC (“CPS”). CPS is wholly owned by Clarion and is a member of the Financial Industry 
Regulatory Authority. CPS provides marketing and administrative support to one or more Funds. A small number 
of CPS registered representatives are also registered with Franklin Distributors, LLC, an affiliated broker-dealer 
not under Clarion’s control.  

On July 31, 2020, Franklin Templeton became the ultimate parent company to Clarion. Franklin Templeton is a 
global asset management company. Acting through its subsidiaries, Franklin Templeton provides investment 
management and related services to institutional and individual clients, company sponsored mutual funds and 
other pooled investment vehicles. Franklin Templeton and its affiliates partner with Clarion to facilitate the 
distribution of one or more Funds or other Clarion products globally.   

As discussed in Item 5, Clarion or its affiliates provide additional services to, and receive additional fees from, 
Funds and SMAs. Currently, two Clarion affiliates provide property management services to clients: CPIM and 
Gables. CPIM primarily manages industrial properties under specific circumstances where the investments are 
single tenant properties. Gables provides property management services in the multi-family residential sector. 
Fees paid to Clarion or its affiliates for these property management services are not offset against Clarion’s 
asset management or other fees. Clarion faces a conflict when selecting these affiliated service providers over a 
third party, due to the additional fees payable to Clarion and its affiliates, including in the case of Gables to the 
Fund that owns Gables. Clarion has policies and procedures to monitor the selection of affiliated property 
management service providers, and the fees charged by those service providers. Pursuant to these policies and 
procedures, Clarion evaluates whether the fees charged by affiliated service providers are consistent with 
prevailing market rates for, and are provided on other terms and conditions that are no less favorable than those 
generally available from, unaffiliated third parties for a comparable level of service and quality.  

As discussed in Item 5, in most instances unaffiliated third party developers are hired to provide client property 
construction management and development services. However, in some circumstances, Clarion provides 
construction management and development services to clients through its CPIG team, in which case Clarion 
earns additional fees for these services. This includes circumstances where CPIG and an unaffiliated third party 
serve as co-developers, in which cases fees will be allocated between CPIG and the third party developer as 
agreed by the parties. For any of its construction management and development services, CPIG receives 
compensation that reflects the size and scope of the project, generally tied to a percentage of budgeted 
development costs. Although third party developers might receive incentive fees or carried interest distributions 
in connection with a development, CPIG is not paid incentive compensation for any development. Fees paid to 
Clarion for these construction management and development services are not offset against Clarion’s asset 



 

21 

management or other fees. Clarion faces a conflict when selecting its own team (i.e., CPIG) over a third party 
developer, due to the additional fees payable to Clarion. Clarion has policies and procedures to monitor the 
selection of CPIG for development services, and the fees charged for those services. Pursuant to these policies 
and procedures, Clarion evaluates whether the fees charged for these services are consistent with prevailing 
market rates for, and are provided on other terms and conditions that are no less favorable than those generally 
available from, unaffiliated third parties for a comparable level of service and quality.  

In addition, Clarion engages itself, its affiliates, or providers with familial or business connections to Clarion 
employees to provide certain administration or other types of services to client (such as financing, asset 
disposition, and sales brokerage services). Fees paid to Clarion or its affiliates for these services are generally 
not offset against Clarion’s asset management or other fees. This presents a conflict for Clarion, in that Clarion 
has an incentive to select itself or an affiliated or connected service provider over a third party, due to the 
additional fees paid to Clarion or its affiliates or connected providers. In an effort to mitigate these conflicts, 
Clarion seeks to establish that the selection of itself or an affiliated or connected provider, and the fees charged, 
are appropriate under the circumstances.   

Certain Funds invest in other Funds and under certain circumstances, do so on different fee, information access 
and other terms as compared to the underlying Fund’s other investors. Although Clarion generally does not offset 
the asset management or other fees of the investing Fund by any of the fees or expenses payable to Clarion or 
its affiliates by the underlying Funds, in some cases, Clarion does so offset. These types of investments present 
various conflicts for Clarion, including those related to management, performance and incentive fee 
arrangements, and decisions regarding the allocation of capital of investing Funds to or among underlying Funds.  
Clarion seeks to mitigate these conflicts by following established investment guidelines and investment 
governance for each investing Fund. See also Item 5, Item 6, and the applicable Fund Documents. 

Certain Fund investors are not required to pay all (or a portion) of the Fund management fees or performance-
based fees. These Fund investors include but are not limited to: 

• Clarion and its affiliated companies, when investing in Funds on a principal basis; and 

• Individual Fund investors that are affiliates of Clarion (such as current and former employees of Clarion and 
its affiliates). 

Clarion Partners EMEA Limited (“CP EMEA”), an entity that is wholly owned by Clarion, is regulated by the 
Financial Conduct Authority of the UK. CP EMEA provides marketing, operational and administrative support to 
Clarion in Europe. 

Clarion owns a majority interest in Clarion Partners Europe (”CPE”) a Europe-based advisory business 
comprising a Jersey entity registered as an investment adviser with the Jersey Financial Services Association 
and its subsidiaries, including a UK entity regulated by the Financial Conduct Authority. Clarion Partners Europe, 
which focuses on European industrial assets, has its own management and investment teams and operates 
separately from Clarion’s U.S. business. Clarion acts as a subadviser to and performs services for Clarion 
Partners Europe. 

Clarion, under a subadvisory agreement, employs the use of a third-party subadviser which provides investment 
recommendations and asset management services with respect to certain real property investments in Mexico.  

Clarion is not registered as a futures commission merchant (FCM), commodity trading advisor (CTA), or 
commodity pool operator (CPO), as each term is defined by the Commodity Exchange Act of 1936, as amended.  

ITEM 11 – CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS AND 
PERSONAL TRADING  

Code of Ethics  

Clarion has adopted a Code of Ethics that sets forth ethical standards of business conduct that Clarion requires 
of its employees. The Code of Ethics is intended to reflect fiduciary principles that govern the conduct of Clarion 
employees and its supervised persons in those situations where Clarion acts as an investment adviser as 
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defined under the Advisers Act in providing investment advice to clients. It consists of an outline of policies 
regarding several key areas: standards of conduct and compliance with laws, rules and regulation; protection of 
material non-public information; personal securities trading; and outside business activities. Clarion periodically 
makes or directs contributions to bona fide charities pursuant to the terms of its Code of Ethics and applicable 
law, such as charities sourced by employees of or other persons affiliated with Clarion, business partners of 
Clarion or Fund investors. The Code of Ethics is available upon request by contacting the Legal and Compliance 
Department at (212) 883-2500. 

Participation or Interest in Client Transactions  

Conflicts of interest generally will arise whenever Clarion has an actual or perceived economic or other incentive 
to act in connection with the management of client assets in a way that benefits a particular client, or benefits 
Clarion or its affiliates. Clarion seeks to mitigate these conflicts through policies and procedures, disclosures, and 
by following established investment guidelines and investment governance for each investing Fund and SMA.   

Funds and SMAs advised by Clarion invest in properties in which Clarion or its affiliates are tenants or in multi-
use developments in which Clarion or its affiliates hold other parcels. Clarion or its affiliates may lease space in 
properties or acquire properties adjacent to or under concurrent development with properties in which Funds or 
SMAs advised by Clarion hold an interest. Conflicts of interests arise for Clarion in setting lease terms or 
determining whether to pursue default remedies against affiliated tenants. Conflicts of interest also arise where 
multiple properties are held in the same development zone as investment decisions made with respect to such 
properties can concurrently harm or benefit related properties. Clarion seeks to mitigate these conflicts through 
policies and procedures, disclosures, and by following established investment guidelines and investment 
governance for each investing Fund and SMA. 

In some circumstances, Clarion recommends to its clients that they buy or sell securities or investment products 
in which Clarion or an affiliate has some financial interest. As a result of these financial interests, Clarion and its 
affiliates could have an incentive to recommend such investments to clients on terms that are not as favorable as 
might be obtained from an unaffiliated third party acting on an arm’s-length basis. Clarion faces similar conflicts of 
interest in exercising rights under these arrangements. See also Item 10. 

Co-Investing – From time to time, Clarion or its affiliates co-invest with clients, or clients co-invest with 
one another, in direct real estate investments or real estate joint venture investments, as permitted 
under the relevant Fund Documents or IMA. Such co-investments can occur on a one-off or 
programmatic basis. From time to time Clarion, or its affiliates, such as Franklin Templeton, also invest 
seed capital or make a direct investment in a Fund, as discussed in the applicable Fund Documents.  

Cross, Principal and Similar Transactions – From time to time, transactions involve one or more clients 
buying investments from, or selling investments to, or engaging in similar transactions with, one or more 
other clients (“cross trades”). In connection with these transactions, conflicts are likely to exist between 
the duties and obligations of Clarion to each client. Fund investors will not have the right to vote on such 
transactions unless the Fund’s governing documents provide otherwise. Conflicts of interest also arise if 
Clarion or an affiliate purchases investments from or sells investments to clients (“principal trades”). 
Conflicts also arise when Clarion recommends to a client, or invests on behalf of a client, in a security or 
issuer advised, managed, sponsored or distributed by Clarion or an affiliate (or otherwise from or with 
respect to which Clarion or an affiliate receives compensation). Conflicts also arise when Clarion or its 
affiliates purchase or sell investments for clients through its affiliates and also when Clarion causes a 
Fund or SMA to sell investments in which Clarion or an affiliate has a financial interest, as Clarion and its 
affiliates would have an incentive to recommend such investments to clients on terms that are not as 
favorable as might be obtained from an unaffiliated third party acting on an arm’s-length basis.   

Employee Investments – Employees of Clarion invest in the Funds or SMAs as permitted by law and in 
accordance with the respective Fund Documents or IMAs and internal Clarion policy. Employees of 
Clarion and its affiliates also invest in real estate investments for their own accounts. See Personal 
Securities Trading below, and also Item 10. 

Fund-of-Funds Arrangements – See Items 5 and 10. 
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Personal Securities Trading 

Clarion’s Code of Ethics includes personal securities trading policies and procedures, and insider trading policies 
and procedures. The Code of Ethics requires supervised persons to: (1) report personal securities transactions 
on at least a quarterly basis, (2) provide a report of holdings and securities accounts (both upon commencement 
of employment and annually thereafter) over which such employees have a direct or indirect beneficial interest, 
(3) pre-clear acquisitions of IPOs; and (4) pre-clear acquisitions, dispositions, or transfers of private placement 
investments, including interests in privately offered funds (including Clarion-advised funds). Clarion employees’ 
ability to invest in Clarion-advised Funds can result in a conflict whereby employees may be exposed to material 
information affecting a Fund before other prospects or existing investors. Clarion mitigates this risk through its 
controls and processes regarding material non-public information, by requiring preapproval for such employee 
Fund investments, and by imposing window periods restricting such employee purchase and sale decisions to 
the first month of each quarter. The Code of Ethics also addresses employee trading in cryptocurrencies and 
digital assets. 

Clarion employees receive periodic training regarding Clarion’s personal securities trading policies and 
procedures. In addition, Clarion employees periodically confirm that they have read, understand, and will abide 
by the Code of Ethics. 

ITEM 12 – BROKERAGE PRACTICES  

General Brokerage Practices  

Due to the nature of the investments the Funds and SMAs make, securities broker-dealers are generally not 
used for Clarion transactions. However, when executing transactions on behalf of the Funds or SMAs through a 
broker or dealer, Clarion has the investment discretion under the applicable IMA or Fund Documents to buy or 
sell securities, to determine the amount of securities to be bought or sold, and to determine which broker or 
dealer to be used to execute any securities transaction. Clarion seeks best execution in such circumstances 
pursuant to the applicable IMA or Fund Documents and its best execution policy. Clarion generally does not 
recommend, request or require clients’ direct execution of securities transactions through a specified broker-
dealer. 

On behalf of clients, Clarion engages service providers and real estate brokers for investment sales, property 
management, leasing, debt financing and other services. Clarion has the investment discretion (as set out under 
the applicable IMA or Fund Documents) to hire third party service providers, including real estate brokers, and to 
negotiate the commissions paid to those providers. In engaging brokers and service providers, Clarion considers 
a number of factors including, but not limited to: execution capability, commission rates, knowledge of markets, 
experience, reputation, current market conditions and marketing support. 

In addition, Clarion and its affiliates have long-term relationships with a significant number of industry service 
providers, such as property managers, brokers, lenders, investment bankers, landlords, developers, general 
contractors, institutions and corporations and their advisors. In determining whether a client should invest in any 
particular transaction and which service providers to use, if any, Clarion generally considers these relationships.  

Research and Other Soft Dollar Benefits  

Clarion generally does not accept or use soft dollars and has no soft dollar arrangements at present. 

Trade Aggregation 

Clarion does not generally aggregate trades, given its central focus on real estate and real estate-related 
investments, but to the extent that trades are aggregated for certain portfolios, then Clarion would do so if it 
believes that aggregating trades would be in the best interest of the clients. As noted above, given the size and 
nature of the investments, there is currently no expectation that such an aggregate order could not be completed 
at one time. In the event that more than one trade would be necessary to complete the total order, then clients 
would be charged the average price.   

Brokerage Services by CPS  
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CPS does not provide brokerage services in connection with transactions involving securities.  

Brokerage for Client Referrals 

Clarion does not generally receive client referrals from brokers and does not select brokers based on referrals. 

Cross Trading 

See Item 11. 

ITEM 13 – REVIEW OF ACCOUNTS  

Clarion's portfolio managers and their teams review the investments of each Fund and SMA on an ongoing 
basis. The teams review investment performance, and conduct performance attribution analysis, risk analysis 
and strategic planning for each client portfolio. Clarion's Executive Board provides supervisory management for 
the entire business, including with respect to Funds and SMAs. 

Clarion facilitates the preparation of written quarterly and annual reports for each Fund and SMA. These reports 
are provided to Fund investors and SMA Clients, and they include accounting, operations and performance 
information about the investments.   

ITEM 14 – CLIENT REFERRALS AND OTHER COMPENSATION  

From time to time, Clarion enters into cash compensation arrangements with third parties for client referrals and 
with third-party solicitation agents in connection with the solicitation of prospective investors to the Funds.    

ITEM 15 – CUSTODY  

For purposes of Rule 206(4)-2 of the Investment Advisers Act of 1940 (the “Custody Rule”), with respect to 
Funds, Clarion and/or an affiliate is deemed to have “custody” of each Fund’s assets (as defined by the Custody 
Rule) due to such affiliate’s role as general partner of the Funds. Assets of each Fund are held in the name of 
the Fund by one or more independent qualified custodians. Each Fund is audited on an annual basis and 
audited financial statements are distributed to the limited partners within 120 days of the end of the fiscal year.  

With respect to accounts of an SMA Client for which Clarion and/or an affiliate has custody (each, an “SMA 
Custody Account”), the SMA Client receives notification of the opening of, or changes to, each SMA Custody 
Account. Clarion also expects each SMA Client to receive account statements from the client’s qualified custodian 
on at least a quarterly basis. SMA Clients are encouraged to carefully review the account statements they receive 
from their custodians. Clarion also encourages SMA Clients to compare any statements received from their 
qualified custodians with the corresponding statements they receive from Clarion, which are contained within the 
financial reports referenced in Item 13.   

ITEM 16 – INVESTMENT DISCRETION  

Typically, clients hire Clarion to provide discretionary asset management services, in which case Clarion 
acquires or disposes of investments in a client's account without obtaining the client's permission.  When 
applicable, Clarion’s discretionary authority generally includes the ability to identify which investments to buy or 
sell as well as the price and the quantity.  

When clients grant Clarion discretionary authority, they do so by way of executing a discretionary agreement in 
which Clarion’s authority is outlined. SMA Clients have the ability to limit this authority by written instructions. For 
example, SMA Clients have the ability to restrict the inclusion of specific types of assets in their portfolio. Clients 
also have the ability to enter into non-discretionary investment management agreements with Clarion. 

Clarion has discretionary authority, typically through the general partners of the Funds, for the management and 
conduct of the affairs of the Funds (to the extent it has advisory or subadvisory responsibility for the particular 
Fund’s assets). Clarion is responsible for and has the authority to identify, acquire, operate, manage, finance 
and sell these Fund assets. Other responsibilities include, among other things, determining investment strategy 
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and providing research, acquisition, portfolio management, asset management, property management, leasing 
supervision, client service, administration and financial accounting. The precise terms upon which Clarion serves 
as investment manager for a particular fund or SMA are detailed in each Fund or SMA’s governing documents.   

ITEM 17 – VOTING CLIENT SECURITIES  

In the event that there are any proxies issued with respect to client investments, Clarion’s response will be 
governed by its proxy voting policies and procedures. If the proxy vote potentially presents a conflict of interest, 
the portfolio manager will consult with Clarion’s legal department, and an appropriate review will be conducted. 
The portfolio manager will then vote the affected proxy in accordance with the results of that review. A full copy 
of Clarion’s proxy voting policies is available upon request. Clients may also request a copy of the proxy voting 
record for their account. 

ITEM 18 – FINANCIAL INFORMATION  

Form ADV Part 2 requires Clarion to disclose any financial condition reasonably likely to impair Clarion’s ability 
to meet contractual commitments to clients. At this time, Clarion has no information to report that is applicable to 
this Item.  
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