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Item 2. Material Changes

This brochure contains updated information aboatRhm’s business since the last annual
update dated March 31, 2015. Because there haare e material changes to Ares EIF's
business, no material changes are included irughdsited brochure.
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Item 4. Advisory Business

Ares EIF’s business was founded in 1987, primainlyesting private equity for institutional
investors in the U.S. power sector through pooteastment vehicles. Ares EIF, a Delaware
limited liability company, is a wholly owned subgidy of Ares Management LLC (“Ares
Management”), an SEC-registered investment adasdrsubsidiary of Ares Management, L.P.
(“Ares LP”), a publicly traded, leading global ahative asset manager. The indirect principal
owner of Ares LP is Antony P. Ressler who, togetiveh the other Co-Founders of Ares,
indirectly holds a majority ownership in Ares LRdbgh intermediate holding companies.

Ares EIF is a discretionary investment manager thpécializes in private investment
opportunities in the U.S. power sector and advis#yg pooled investment vehicles that invest in
that sector. These funds generally have made, ek &e make, long-term equity and equity-
related investments in electric generating andstrassion facilities, as well as midstream assets,
and related energy and energy infrastructure invests (each a _"Power Asset” and,
collectively, the “Power Assets”).

Ares EIF manages pooled investment vehicles refaoénerein as_“Funds” as well as vehicles
formed primarily to allow certain investors to paate in a co-investment opportunity with a
Fund, referred to herein as “Co-investment FundBdch Fund and Co-investment Fund is a
client of the Firm and is referred to herein aCliént” and, collectively, as the “Clients”. Ares
EIF, or an affiliated entity controlled by Ares Elferves as general partner, managing member,
investment adviser, sub-adviser or manager of eaddk Clients. References to Ares EIF, Ares
Management or Ares in this brochure include, ascthrgext requires, affiliates through which
Ares EIF provides investment advisory serviceshat tact in any capacity referenced in the
previous sentence. The Clients’ underlying inviesstare accredited investors and qualified
purchasers (as noted in Item 7 below). These widgrlinvestors are referred to herein as
“Underlying Investors.” For each Client, the captammitments made to it are generally fixed
— meaning that the Client can no longer accept capital commitments and the Underlying
Investors cannot redeem their interests in the nCli@lthough, Underlying Investors are
generally permitted to transfer their interestsjactbto the terms of the relevant operating
agreement).

We tailor our advisory services to the specificastment objectives and restrictions of each
Fund or Client. Clients have investment restritsiochat are particular to such Client account or
Fund, such as prohibitions on investing in certgpes of assets, restrictions on issuer domiciles,
and limitations on the percentage a particular tgpeecurity can comprise of a Client's or
Fund’s investment portfolio.

Current and prospective Fund investors and Clishtaild refer to the applicable confidential
private placement memorandum, limited partnershgge@ment, investment management
agreement and other governing documents (the “Gawer Documents”) for complete
information on the investment objectives, investtmestrictions and risks. Prior performance,
while illustrative of Ares Management’s investmehilosophy and experience, is not indicative
of future performance and there is no assurandethainvestment objectives will be achieved.
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Ares EIF or a Fund general partner, managing membeestment adviser, sub-adviser or
manager may enter into “side letters” or similareggnents with certain investors are granted
specific rights, benefits, or privileges that aot generally made available to other investors.

We do not participate in any wrap fee programs.

We manage all assets on a discretionary basis. ofABecember 31, 2015, the amount of
regulatory assets we managed was approximatel3$5,80,000 (“RAUM").

Item 5. Fees and Compensation

Compensation and Fee Schedules
All investors and Clients should review the GovegnDocuments of a Fund or client account
for complete information on fees and compensation.

These arrangements generally provide for each Fangay management fees to the Firm
guarterly in advance, based upon a percentagemidted or invested capital of such Fund.
Management fees typically range from 1.50% to 2.08f%ommitted or invested capital per
annum for the Funds and from 0.60% to 0.70% of cdtach capital per annum for the Co-
investment Funds. To the extent described in a Bumgerating agreement, the following fees
are credited towards an offset of such managemess: ftransaction fees, placement fees,
amounts of capital calls to be funded by the Fiand a percentage of all co-investment
management fees. Except as stated in the follosamgence, all Underlying Investors invested
in a particular Client are generally subject to #ane management fee as other Underlying
Investors invested in such Client. The limited parship agreement for EIF's most recent Fund,
EIF United States Power Funds IV, L.P. (“USPF I'g&rmits the Firm to agree with the general
partner of USPF IV to negotiate different fee agaments with certain Underlying Investors in
USPF IV based on the amount of such Underlyingstoés capital commitment.

The Firm is prohibited from receiving transactiofes from any portfolio company in which a
Fund holds an interest, unless either (i) such éfiset the management fees to be paid by such
Fund to the Firm or (ii) such transaction has bapproved by such Fund’s investor advisory
board (comprised entirely of representatives ofanetJnderlying Investors).

Deduction of Fees; Timing of Payments; Termination

For many of our advisory clients, we are authoripedlier the Fund’s or client's Governing
Documents to charge and deduct advisory fees irgoim the assets of the Fund or applicable
client account, at the times and in the amountfostt in the Governing Documents.
Management fees are generally paid by each Cligfi) lbequiring Underlying Investors in such
Client to make capital contributions in respectsath fees, or (ii) withholding the amount of
such fees from investment proceeds that would wikerbe distributable to the Underlying
Investors in such Client. Management fees are fiaéh by the applicable Client to the Firm or
one of its affiliates. In addition, the Firm oftlas the ability to cause Clients to borrow money
for the payment of such fees. Ares EIF has theaaityhto deduct its management fees from any
Client account.
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Base advisory fees for our Clients are payabladiraace, generally on a quarterly. Please refer
to the applicable Governing Documents for compietermation on the timing of advisory fee
payments.

Clients have the right to terminate the advisoryimrestment management agreements in
accordance with the terms of such agreements.génaral policy is to repay advisory fees paid
in advance in excess of the pro rata portion eafbaded on the number of days during the
period) through the termination date. Any suchumeff would be implemented through a wire
transfer of funds to the affected Clients upon teation of the investment program.

Other Fees and Expenses
In addition to the fees payable to Ares, Clientsynraur certain charges imposed by third
parties, including (but not limited to):

* any sales or other taxes, fees or government chahge may be assessed against the
Fund or client or Ares EIF or its affiliates in ewction with the activities of such Fund
or client;

e commissions, brokerage fees and similar chargesrred in connection with the
purchase or sale of portfolio investments (inclgdany merger fees payable to third
parties and whether or not any such purchase elisabnsummated);

» costs and expenses incurred in originating, eviagatconducting due diligence,
investigating, developing, negotiating, structuringettling, monitoring advising or
managing, valuing, holding and selling or otheemiBsposing of portfolio investments
(whether or not consummated), including out-of-pckravel expenses (including
without limitation, air travel (which may includéé use of private aircraft, including
those owned by employees of the Ares Managemeat)services, meals and hotels)
legal, tax and accounting expenses therewith;

* costs and expenses of computer software specifioe@ffairs of a Fund or client and
market data costs and research-related expensasgliimg, without limitation, news and
guotation equipment, software and services;

» capital payments, interest and other expensesspect of indebtedness for borrowed
money and all costs and expenses associated wgitiagng, structuring, forming and
holding any credit facility with respect to a Fumdclient;

» the costs and expenses of reporting to the Clid&mderlying Investors, including travel-
related expenses, including costs of private gatel, of holding meetings or conferences
with Fund investors (or other clients);

» costs of any investigation, audit, administrativeqeeding or regulatory matter, litigation
and threatened litigation involving a client oran#;

* indemnification obligations and expenses;

* expenses attributable to normal and extraordinamestment banking, commercial
banking, accounting, auditing, appraisal, tax aalyistax preparation, legal, external
consulting, custodial and registration servicesvjgled to a Fund or a client (including
allocated costs of such services that were perfdrinean Ares Management affiliate,
such as an in-house lawyer, loan servicer, accayriex advisor, or other professional);

» fees, costs and expenses, including premiums detateisk management services and
insurance;

» costs of dissolving a Fund or client’s investmeghicle and liquidating its assets;
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» costs and expenses for tax and audit servicestmd or client;
» costs of preparing financial statements and reptrtgnvestors, tax returns and tax

reporting;

» expenses of a Fund’s advisory committee and its meesrand its activities attributable to
the Fund,

» fees, costs and expenses related to the appraidavaduation of a Fund’s or client’s
assets;

» organizational expenses, including costs and exgsepertaining to the offering and sale
of interests in a Fund (including placement or érigl fees and expense), related legal
and other organizational payments and travel atettamment expenses (including costs
of private jet travel);

» services provided by any third-party service previdsuch as an administrator,
depositary, custodian, tax and compliance profes$s independent directors or other
service providers) to the Funds or their affiliatekating to the activities of such Funds or
clients;

» certain administrative expenses; and

» fees, costs, and expenses associated with comglanthe Funds or clients, or by Ares
EIF, Ares Management or its affiliates that areolwed in the management of the Funds
or clients, with all applicable laws, rules, andjukations, including certain expenses
related to regulatory filings.

Please refer to the Governing Documents for corapl@brmation on the expenses payable by
advisory clients. Note that some of these expeaszgenerally not applicable to Co-Investment
Funds. Additionally, note that brokerage fees aretypical for the types of investments made
by the Clients.

See discussion below ifitem 12. Brokerage Practicesfor a description of the factors we
consider in selecting or recommending broker-deaserd determining the reasonableness of
their compensation.

Timing of Payments
Please refer to the subsection entiti@eduction of Fees; Timing of Payments; Termindtion
above.

Transaction-Based Compensation

In connection with portfolio investments made by awdvisory clients, Ares, our affiliates or
supervised persons may receive commitment, stingiumonitoring or other transaction fees.
The terms of some of these arrangements may iaicaristances provide for an acceleration of
fees paid to Ares upon termination. These typear@ngements present potential conflicts of
interest and may provide our supervised personis ant incentive to recommend investments
based on compensation received rather than makinigv@stment decision based on the best
interests of a Fund or client. To mitigate sucleptal conflicts, all or a portion of such fees
received by Ares are generally offset in whole ropart against advisory fees payable by the
related Fund or client. Please refer to the Gamgridocuments for complete information on
additional compensation received by Ares, our iafBs or supervised persons in connection
with services related to portfolio investments ang offsets against advisory fees.
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Item 6. Performance-Based Fees and Side-by-Side Management

Performance-Based Fees

The Firm acts as investment adviser to the Clieatsl Ares EIF affiliates typically act as
general partners (or managing members) of sucm@Slidhese affiliates are entitled to receive
“carried interest” from each Fund, generally eqwaP0% of the applicable profits after capital
contributions have been returned to such Fund’s edwithg Investors and such Fund’s
Underlying Investors have received their applicapteferred return, if any, each as further
described in the applicable Fund’'s operating agesg¢mThe Firm typically does not charge
performance-based fees or carried interest to @estment Funds.

Performance-based fee and allocation arrangemeoagsved by us or our related persons may
create incentives for us to recommend investmdraisrhay be riskier or more speculative than
those that would be recommended under different d@angements. Please refer to the
Governing Documents of each Fund or other cliemt fmre complete information on the
“performance-based fee” arrangements of each client

Additionally, to the extent required by the ternfstlee applicable operating agreement, if the
Firm determines in good faith that an investmeat flalls within the scope of the investment
focus of a Fund is not an appropriate investmentstech Fund at a particular time, and such
investment is made by another Ares entity, the Feports such determination and the reasons
behind such determination to the members of suctd’Bunvestor advisory board (comprised
entirely of representatives of certain Underlyingdstors) prior to the transaction occurring.

Side-by-Side Management

Ares EIF or its related persons may provide coruradvisory services to advisory clients that
are not charged a performance-based fee and ctigsitsare charged a performance-based fee.
The potential for us and our related persons teivecgreater fees from performance-based
accounts creates potential conflicts of interesthwespect to the allocation of investment
opportunities, as we may have incentives to diteetbest investment ideas to, or to allocate
investments in favor of, advisory clients that pagrformance fees. To mitigate potential
conflicts of interest, allocations of investmentpopunities among advisory clients are
determined by our partners in accordance with nuestment allocation policy and consistent
with our fiduciary duties and corresponding investin mandates. It is our policy that all
investment opportunities will, to the extent prealile, be allocated among our advisory clients
on a basis that over a period of time is fair agditable to each advisory client relative to other
clients, taking into account relevant facts andumnstances.

All actual allocation decisions are subject to valg facts and circumstances and the investment
objectives of various Clients. In addition, Ares=E&nd our principals may co-invest with certain
of the Funds or other advisory clients, as perchittddd described in applicable Governing
Documents. Please sdéet 11. Code of Ethics, Participation or InteresClient Transactions
and Personal Tradingfor a discussion of how Ares EIF addresses thesters.
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Item 7. Types of Clients

Types of Clients

The criteria for investing in a Co-Investment Flard described in the related Fund’s operating
agreement and generally require a particular mimmaommitment to such related Fund. In
order to invest in any of the Funds, an Underlyimgestor must be an “accredited investor” as
defined by Regulation D under the Securities Act1883, as amended, and a “qualified
purchaser” as defined in Section 2(a)(51)(A) of theestment Company Act of 1940, as
amended. The Underlying Investors include a widayaof institutional, financial, and strategic
investors (both domestic and foreign), includinginks/financial institutions, bilateral and
multilateral government agencies, corporate peniinds, endowments and foundations, family
offices, fund-of-funds, insurance companies, mameyagers, public pensions funds (state, city,
county, police & fire), strategic energy and powmgtustry participants, and sovereign wealth
funds.

We may establish certain Funds_(“Feeder Funds”address particular tax or regulatory
requirements. Each Feeder Fund, if formed, woelé timited partner of or investor in a Fund
and interests in such Feeder Fund would be helthdynvestors who elect to participate in the
Fund through such Feeder Fund. Prospective inkgestmuld refer to the Governing Documents
of the applicable Fund for complete details on Bagder Fund established with respect to such
Fund.

Minimum Investment Requirements

The minimum investment in each of the Funds, othan the Co-investment Funds, is stated in
its Governing Documents and is generally $10 niillisVe may waive this minimum at our
discretion. The criteria for investing in a Co-#®tment Fund are described in the related Fund’s
operating agreement and generally require a péaticuinimum commitment to such related
Fund.

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

Methods of Analysis and Investment Strategies

The Funds make investments in Power Assets typitall either acquiring existing operating
facilities or developing and constructing new on&he Firm’s primarily asset-based investment
strategy is grounded in the principle of utilizitmng-term contracts or similar structures to
generate predictable cash flow streams, regardiesssset type (i.e., the Funds have made
investments in natural gas, coal, oil, wind, solgeothermal, landfill gas, biomass, and
hydroelectric power facilities, as well as transsioa line investments and pipelines). The Firm
typically structures investments to reduce bothamant (non-contracted) exposure by passing
on the commodity pricing risks associated with ¢bet of fuel and the price of electricity to the
purchaser of the capacity under the terms of a ppwehase agreement, other offtake contract
or energy hedge.

Fund portfolios are allocated into two general gatees to maximize return and minimize risk

while producing current cash distributions. Fundsegally (i) deploy substantial equity capital
into the acquisition of existing operating assaty] (ii) invest nominal capital in development-
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stage assets to secure the option of providingefafgllow-on equity commitments required
during the construction phase of the same project.

The Firm often seeks to identify complex situatiartgere extensive operating skills, commercial
experience and regulatory navigation are essenWalether a Power Asset or a portfolio of
Power Assets is acquired on a proprietary basieven in a limited competitive process, the
Firm expects to create value by executing on meltgperational initiatives, e.g., cost cutting,
improving efficiencies, expanding facilities, arehegotiating off-take power contracts and fuel
procurement contracts, as well as structuring mamagt services agreements and tax equity
partnership agreements.

Upon closing an investment, the Firm’s asset mamagé group actively manages and monitors
the project’'s commercial, operational, and finah@arformance. The Firm draws on the
resources of its experienced staff of financiagieeering, and legal professionals, as well as its
commercial and regulatory experience, to optimiae talue of the Clients’ investments.
Specifically, the asset management group oversaelsgdarty operations, maintenance providers
and construction contractors, and works with thepatmong other things, negotiate new project
contracts and renegotiate existing ones in an teforgarner more advantageous (and often
mutually beneficial) terms; monitor compliance gmabvide detailed reporting analysis on a
regular basis; maintain ongoing dialog with lendar&l credit rating agencies; and execute
refinancings. The asset management group als@strovimplement synergies relating to power
plant maintenance and emissions strategies achesertire portfolio of assets in which the
Clients are invested.

Furthermore, the asset management staff engagesgutar and ongoing consultations with
project developers and personnel during the coctstru and operational phases of a Power
Asset in an attempt to achieve efficiencies andimize financial returns to Clients.

The Firm’s primary objective for assets in whiche@ts have invested is typically to establish
long-term contracted cash flows with sound undedybperations. Once this objective is
achieved, the Firm often seeks a strategic buysrdesires to integrate additional Power Assets
into an existing enterprise, or a financial buyenowseeks mature, low risk assets with a
predictable cash flow stream. Purchasers of a Gliassets may include private equity and
infrastructure funds, financial institutions, putraded utilities or other load serving entities
pension plans with direct investment programs,iaddpendent power producers.

The Clients generally seek to obtain liquidity fbeir Underlying Investors primarily from one
or more of the following five potential source9: dsset sales (sales of profitable single operating
assets or portfolios of assets); (ii) current cdstributions; (iii) leveraged recapitalizations or
securitizations of assets or groups of assets; dispggregations and sales of integrated
companies; and (v) public markets.

For additional details relating to the methodsmdlgsis and investment strategies employed by a
client account, please refer to its Governing Doents.

Material Risks

Investing in securities involves a risk of lossttla@visory clients and investors should be
prepared to bear. There can be no assurance thatusua or other client will be able to make
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and realize any particular investment or generaterms. Clients and investors in the Funds
should carefully consider, among other factors,ftlewing material risks involved with Ares’
investment strategies.

Not all possible risks are described below. Investors in the Funds or other clients are
requested to refer to the Governing Documents of the applicable Fund or client for more
complete information on investment strategies employed and the corresponding risks
associated with such investment strategies.

The historical returns attributable to our Funds should not be considered as indicative of the
future results of our Funds.

Due Diligence of and Conduct at Portfolio CompanieBefore making portfolio investments,
Ares EIF will typically conduct due diligence thatleems reasonable and appropriate based on
the facts and circumstances applicable to eacHotiorinvestment. Due diligence may entalil
evaluation of important and complex business, fumn tax, accounting, engineering,
regulatory, environmental and legal issues. Outsidesultants, legal advisors, accountants,
investment banks and other third parties may belwad in the due diligence process to varying
degrees depending on the type of investment. Soeblvement of third-party advisors or
consultants may present a number of risks primaeilgting to Ares EIF’'s reduced control of the
functions that are outsourced. When conducting diligence and making an assessment
regarding an investment, Ares EIF will rely on thesources available to it, including
information provided by the target of the investinand, in some circumstances, third-party
investigations. The due diligence investigationt tAees EIF carries out with respect to any
investment opportunity may not reveal or highliglitrelevant facts that may be necessary or
helpful in evaluating such investment opportunitijloreover, such an investigation will not
necessarily result in the portfolio investment lgesaccessful.

There can be no assurance that attempts to prdeidaside protection with respect to portfolio
investments will achieve their desired effect anteptial investors should regard an investment
in a Client as speculative and having a high degfeesk. There can be no assurance that a
Client will be able to detect or prevent potental existing problems, such as irregular
accounting, employee misconduct or other fraudyeattices, during the due diligence phase or
during its efforts to monitor the portfolio investmt on an ongoing basis. In the event of fraud
by any portfolio company or any of its affiliates,Client may suffer a partial or total loss of
capital invested in that company. A Client will yalipon the accuracy and completeness of
representations made by portfolio companies antdh@ir former owners in the due diligence
process, to the extent reasonable, when it makegwvestments, but cannot guarantee such
accuracy or completeness. Under certain circumstanayments to a Client may be reclaimed
if any such payment or distribution is later detered to have been a fraudulent conveyance or a
preferential payment.

Broken Deal Expenses. Investments in the energy industry often requiréeresive due
diligence activities and regulatory approvals prioracquisition. Due diligence may include
feasibility and technical studies, preliminary eregring and marketing studies, legal,
regulatory, and environmental review, any or allwdiich may entail significant third-party
expenses. In the event that an investment isomdwmmated, a Client may bear some or all of
such third party expenses and any termination fees.
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Non-Controlling Investments. A Client will seek appropriate rights in negotia@timvestments

in order to protect a Client’s investment and thteriests of the Underlying Investors. However,
a Client may not have the right to participatehie thanagement of some investments. To the
extent that a Client does not acquire a controliirigrest in a portfolio company, the day-to-day
operations of such portfolio company will be thepensibility of such company’s management
team. In such instances, a Client is subject &ribk that a portfolio company may make
business decisions with which Ares EIF disagreed,the stockholders and management of such
company may take risks or otherwise act in ways$ tlmanot serve a Client’s interests. As a
result, a portfolio company may make decisions twild decrease the value of a Client’s
investment and, in turn, have a material adverfgeedn the value of the Interests.

Exculpation and Indemnification. The Governing Documents will limit the circumstasce
under which Ares EIF and others can be held ligdbi@ Client or the Underlying Investors. As a
result, Underlying Investors may have a more lichitgyht of action in certain cases than they
would in the absence of such a limitation. In addit a Client will be required to indemnify,
among others, Ares EIF, any of its respective iatés or any partner, members, stockholders,
officers, directors, trustees, employees or agehtany of the foregoing and members of the
Investor Advisory Board or an Underlying Investbat designated such member for liabilities
incurred in connection with the affairs of a ClieGtch liabilities may be material. For example,
in their capacity as directors of portfolio compmithe partners, or affiliates of Ares EIF may
be subject to derivative or other similar claimsught by security holders or creditors of such
portfolio companies. The indemnification obligatoof a Client would be payable from the
assets of a Client, including the unused commitsehthe Partners. If the assets of a Client are
insufficient to pay such indemnification obligatgrihe Underlying Investors may be required to
return distributions previously made to them tas$atsuch obligations.

Confidential Information. The Governing Documents will contain confidentialgirovisions
intended to protect proprietary and other inforomatielating to a Client’'s portfolio companies.
To the extent that such information is publiclyafised, competitors of a Client or its portfolio
companies may benefit from such information, theratbversely affecting a Client, its portfolio
companies, Ares EIF and the economic interesthi@funderlying Investors. The Underlying
Investors may include entities that are subjecstede public records or similar laws that may
compel public disclosure of confidential informaticegarding a Client, its investments and its
investors. There can be no assurance that suchmafmn will not be disclosed either publicly
or to regulators, or otherwise. To the extent #has EIF determines that, as a result of such
public records or similar laws, a Underlying Invasor any of its affiliates or agents may be
required to disclose information relating to a 6ljats affiliates and/or any portfolio company
(other than information that Ares EIF has previgusinsented to in writing that the Underlying
Investor may disclose), Ares EIF may, to prevemnt such potential disclosure, withhold all or
any part of the information otherwise to be prodide such Underlying Investor.

Limited Access to Information. Underlying Investors’ rights to information regardia Client
will be specified, and strictly limited, in the Geming Documents. In particular, it is anticipated
that Ares EIF will obtain certain types of materialormation from portfolio investments that
will not be disclosed to Underlying Investors besmusuch disclosure is prohibited for
contractual, legal or similar obligations outsideAoes EIF’s control. Decisions by Ares EIF to
withhold information may have adverse consequef@es/nderlying Investors in a variety of
circumstances. For example, an Underlying Invetstar seeks to transfer its Interests may have
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difficulty in determining an appropriate price fauch Interests. Decisions to withhold
information also may make it difficult for Underhg Investors to monitor Ares EIF and its
performance. Additionally, it is expected that Urngeg Investors who designate
representatives to participate on the Investor salyi Board may, by virtue of such
participation, have more information about a Cliemd portfolio investments in certain
circumstances than other Underlying Investors gdlyeand may be disseminated information in
advance of communication to other Underlying Ingesgenerally.

Early-Stage Companies. A Client may invest in some projects at an eastpge of
development. These projects involve additionalemtainties, including the possibility that the
projects may not be completed, construction or atpeg licenses may not be obtained or may
contain unduly burdensome conditions and limitatjoand permanent financing may be
unavailable. Further, there is no assurance tleetiprojects will be profitable or generate cash
flow sufficient to provide a return on or recovefyamounts invested therein.

Concentration of Investments. Each Client invests in a limited number of pdif@ompanies.
As a result, each Client’s investment portfoliolvaé highly concentrated, and the performance
of a few holdings may substantially affect the @lie aggregate return.

In-kind distributions.  Although a Client expects to distribute only cashtlte Underlying
Investors, there can be no assurance that thiscetmen will be met. Under certain
circumstances, the Underlying Investors may recaivkind distributions, if permitted by law
and the Governing Documents. Such securitiegum&nts or other property may not be readily
marketable or saleable and may be required to ke lhe the Underlying Investors for an
indefinite period of time, during which depreciaitsin value may occur.

Reserves.As is customary in the industry, Ares EIF will ddish reserves for investments by a
Client, operating expenses of a Client, Fund liaéd, and other matters. Estimating the
appropriate amount of such reserves is difficuitadequate or excessive reserves could impair
the investment returns to the Underlying Investdfsteserves are inadequate, a Client may be
unable to take advantage of attractive investm@piodunities or may not be able to pay its
liabilities or expenses as they come due. If ne=efor liabilities or expenses are excessive, a
Client may decline attractive investment opportesit

Litigation. A Client’'s investment activities subject it to thisks of becoming involved in
litigation or other disputes with third partieshel'expense of prosecuting or defending any such
disputes or paying any amounts pursuant to settissra judgments will be borne by a Client
and will reduce amounts available for distributimnthe Underlying Investor. Ares EIF and
others will be indemnified by a Client in conneativith such disputes, subject to certain
limitations.

A Client’s assets, including any investments magla Elient and any funds held by a Client, are
available to satisfy all liabilities and other @dtions of a Client, including to Ares EIF. If a
Client becomes subject to a liability, parties segko have the liability satisfied may have
recourse to a Client’s assets generally and willbgolimited to any particular assets, such as the
asset representing the investment giving riseeadi#ility.
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Accordingly, the Underlying Investors could find ilnterests adversely affected by a liability
arising out of an investment of a Client or othesevin connection with the affairs of a Client. In
addition, the Underlying Investors may be requitedeturn distributions to a Client to satisfy
Fund obligations, including obligations to Ares EIF

llliquid and Long-Term Investments. Although the Clients’ investments may generateesu
income, the return of capital and the realizatibrgains, if any, from an investment generally
will occur only upon the partial or complete dispiosn of such investment. Although an
investment may be sold at any time, it is not gelheexpected that this will occur for a number
of years after the investment is made. The limiteatket for the Clients’ investments may cause
the value of these investments to be volatile. désriof economic, regulatory, and political
uncertainty may result in substantially greateratibty in the value of the Clients’ investments.
There can be no assurance that the Clients’ imergsTwill not be sold at a price below their
acquisition cost. In addition, it is unlikely thi#sere will be a public market for the securitietdhe
by the Clients at the time of acquisition of suelwgities. The Clients will generally not be able
to sell securities held by them unless their saleepistered under applicable securities laws
(which the issuers of such securities may be umgerobligation to effect), or unless an
exemption from such registration requirements mlalle. Certain sales of interests in portfolio
investments require pre-consummation regulatoryaab, which involves a formal process and
some discretion on the part of regulatory agencies.

Ability to Exit Investments. Individual investments in infrastructure assetsitto be large due
to the general nature and size of such assets (ascpower plants, transmission lines,
distribution properties or gas storage and pipefaalities). Infrastructure assets may have
unique geographic and market characteristics (aay Ioe subject to political, regulatory, and
public opinion considerations), which could makerthhighly illiquid. The Clients may acquire
portfolios of assets that are not easily separatedindividual asset acquisitions or dispositions.
Accordingly, the Clients’ investments may be quiieeable. There are limited pools of capital
available in the sector that can make sizeablesinvents and limited numbers of market
participants. As a result, the potential exits fritrase investments may be limited and there can
be no assurance that the Clients will be able abze their investments on favorable terms, in a
timely manner or at all. Moreover, the realizab&ue of a highly illiquid investment may be
less than its intrinsic value.

Project Financings. Some of the Clients’ investments are structumrea @roject finance basis.
A project finance structure entails the assumptibfiproject risk” by equity investors such as
the Clients, usually without recourse to a progansor. Buildings and other structures may be
subject to design and construction flaws. It maylifécult to locate customers for power that is
generated, and projected markets for power maymadérialize. Projects in which the Clients
invest may experience shortages of skilled perdo@perations may depend upon government
licenses, franchises, and contracts, which may wlgest to termination, revocation or
modification. Fund investments may be adverselga#id by storms and other natural disasters.
Operators of power projects may be adversely atebly sharp increases in fuel prices and in
some cases limited availability of fuel. Power proekrs may also be adversely affected by
events that affect the creditworthiness of the taleautilities to which they sell power.
Regulatory changes may affect or require substamttalifications to key project documents,
including power sales, interconnection, and fuel power transmission agreements.
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Leveraged Portfolio Companies. The Clients may make equity investments in comanie
whose capital structures may include leveragegnicant amounts. While the use of leverage
may increase the potential returns on equity, Eyeralso increases the risk of loss since
borrowings represent a prior claim on assets angdine fixed payments, regardless of the
profitability of particular investments encumbereg such borrowings. In the case of default
under any borrowing, some or all of the assetheforrower could be taken by the lenders in
payment of their claims. Moreover, leveraged cégsteuctures are more sensitive to rising
investment rates and to increases and decreasgginues and expenses.

Operating Risk. The Clients may invest in operating facilities. @mn of such facilities
involves certain operational risks, which includee possibility of performing below expected
levels of output, availability or efficiency; inteiption in fuel or other necessary supplies;
increases in the cost of fuel or other necessaoplgs; pipeline disruptions; disruptions in the
offtake of steam or electrical energy; power shwuttky breakdown or failure of equipment or
processes; accidental discharges of hazardousiatstéabor disputes; changes in law; failure to
obtain or maintain necessary governmental pernats;catastrophic events such as fires,
earthquakes, lightning, explosions, hurricanesiados, floods or similar occurrences affecting a
facility owned by the Clients or their power pursies, steam purchasers, fuel suppliers or fuel
transporters.

Construction Risk. The Clients’ investments may involve significantnstruction risk,
including the risk of substantial delays or incee@s cost due to a number of unforeseen factors,
including: political opposition; regulatory and petting delays; delays in procuring sites;
equipment; labor disputes; lawsuits and other desgyuenvironmental issues; force majeure; or
failure by one or more of the infrastructure invesht participants to perform in a timely manner
(or at all) its or their contractual, financial other commitments. New facilities have no
operating history and may employ recently developetgchnologically complex equipment that
may take time to operate at peak levels of outpdtefficiency. A material delay or increase in
cost not absorbed by other participants in thesaation could significantly impair the financial
viability of an infrastructure investment projectdaresult in a material adverse effect on the
Clients’ investment therein.

International Investments. A Client may invest not more than 10% of its comedtcapital in
companies whose principal assets or operations@anada, unless such companies have their
primary offtake agreements with U.S.-based entiti#@® the extent one of the Funds makes
investments in Canada, those investments are subjetsks and uncertainties relating to the
political, social, and economic structures of CanaRisks related specifically to non-U.S.
investments may include risks of expropriation, fsmatory taxation and nationalization,
currency exchange and convertibility risks, untdkagovernmental subsidies, risks of increased
regulation and approvals, and governmental poliamising returns to foreign investors.

Energy Regulatory Matters. Federal and state energy laws regulate, among tihegs, the

development, ownership, business organization, gpetation of generating and transmission
facilities, the sales of electricity and gas, ahd tonstruction, siting, and operation of hydro
power projects and interstate gas pipelines amdgtdields. State laws regulate the activities of
traditional utilities which serve retail electrincagas customers. The Federal Power Act (“FPA”)
authorizes the Federal Energy Regulatory Commis8EIERC”) to regulate the wholesale sale
(any sale for re-sale) of electric energy and tlamdmission of electric energy in interstate
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commerce, along with certain electric-sector assetl corporate ownership changes and
financings. Under the FPA, FERC also promulgated emforces market-conduct, anti-fraud,
anti-manipulation, and related regulations, and neapduct both confidential and public
investigations and formal adjudicatory proceedingsi\d may impose penalties, fines,
requirements to refund revenues and disgorge prdaditd other remedies for violations of its
regulations. The Public Utility Holding Company tAof 2005 (“PUHCA”) provides for
accounting, cost-allocation and disclosure regutatf holding companies that are deemed by
FERC to control, own or operate facilities for theneration, transmission or distribution of
electricity or the distribution of gas, except wiapecific exemptions apply. The Public Utility
Regulatory Policies Act of 1978 (“PURPA") was emattto encourage the development of
generating facilities which conserve fossil fuels.

Several of the project investments owned by Clieats Qualifying Facilities (*QFs”) under
PURPA. A QF either must produce a certain proportibits total energy output in the form of
thermal energy that is used for a commercial pwepasd its fossil fuel input must be in a
certain proportion to its electric and thermal afpr satisfy FERC requirements relating to
facility size and fuel use. PURPA requires utiltisn some regions of the U.S. and permits
utilities in other regions to purchase the eleattitput of QFs at negotiated rates or rates up to
the incremental or “avoided” cost that the utilityould have incurred if it produced the
electricity itself or purchased it from another smi State public utility commissions must
approve the rates, and in some instances, othdracbrierms, under which utilities purchase
electricity from QFs. Since the enactment of thergg Policy Act of 2005, many utilities have
been prospectively excused from PURPA “must-buyfureements. State public utility
commissions are responsible for determining thedaebcost rates for utilities subject to their
jurisdiction, although QFs and utilities may negtsi outside of this framework. Some state
public utility commissions require utilities todiltheir agreements under which utilities purchase
electricity from QFs. Many QFs also make other wkale sales of power, subject to FERC
regulation and in some states may make retail p@akss to direct customers. Under PURPA
and FERC regulations, most QFs also are entitlazktain exemptions from the FPA, PUHCA
and state utility regulation. A QF that owns oemgies a smaller generator of no larger than 20
MW of installed capacity normally does not neealtain other or further FERC authorizations
to sell wholesale electricity.

Each of the project companies owned by the Clidtite “Project Companies”) that sells
electricity, but is not a QF, has filed rate scHedwith FERC in compliance with the FPA and
has received FERC authorization to sell electrieitywholesale at market-based or negotiated
rates to any unaffiliated purchaser or into a FER@uilated regional energy market except for
projects not yet in or approaching commercial opena Additionally, certain QFs have obtained
power sales approvals from FERC to allow certain-R&RPA sales of power, or when those
QFs are too large to hold automatic power salesoaiy (typically, when the QF is over 20 MW
in size). In connection with market-based rate attations, companies usually receive a
blanket authorization to issue securities or asslisbdities without further FERC pre-approval,
and waivers of other FPA regulations which applytraaitional utilities selling electricity at
cost-based rates. Each of these companies filegegyareports providing certain details
concerning wholesale power transactions during phier calendar quarter. The Project
Companies that have filed rate schedules with FERGt obtain the prior authorization of
FERC for change-of- control transactions and fag sale or other transfer of jurisdictional
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facilities, including wholesale power sale contsaahd interconnection facilities connecting a
generating facility to the transmission grid.

Some Project Companies are also Exempt Wholesaler&@®ers (“EWGS”) under PUHCA. An
EWG may only be in the business of producing aichgepower for resale. Unless an EWG is
also a QF exhibiting a small output size, typicallyder 20 MW, an EWG must receive FERC
permission to sell power; FERC grants based ratt@osty only to sellers found to lack market
power. To assess whether an entity has market pdv#RC has put in place several market
power statistical screens, and imposed a varietgdifnical requirements applicable to sellers’
market conduct and continuing disclosure requirémen

PUHCA gives FERC (i) access to the books and recofdany holding company or affiliate of
an electric or gas utility relevant to the rateshait electric or gas utility or any affiliated oel
gas pipeline company subject to FERC'’s jurisdictiand (ii) authority to regulate accounting
matters and to allocate costs within holding comypagstems, including where a service
company is involved, and state utility regulatomytherities were given similar books and
records access rights. At present, Ares EIF ahafathe projects owned by its funds are
immune from accounting and cost-allocation regafatinder PUHCA.

Certain Project Companies also hold economic isterm the independent transmission sector.
Various funds managed by Ares EIF hold indirectsspse interests in companies formed to
develop, construct, own, and operate independamistnission companies. All investments
made by Clients in independent transmission to date been declared by FERC to be passive
in nature, and have not provided Ares EIF with tagay control over the independent
transmission business.

Certain Project Companies own the indirect intaresta FERC-regulated interstate gas pipeline
company, and several associated midstream nasasgets.

Ares EIF also controls Aria Energy LLC, a partialbsidiary of Aria Energy Corp. (“Aria
Corp.”), a publicly-traded company. Aria Energy @lowns a fleet of over 30 landfill gas
electric generating companies, each of which isFa @o-owners of some of the generating
companies own interests ranging up to 50%. Ariar§y LLC also owns interests in certain
gas-generating landfills at which no Aria EnergyQ_Entity produces or sells electricity and that
are not regulated by FERC. Most of Aria Corp.’ sx@@ating companies require no FERC
authorization, other than their QF status, towhblblesale electricity.

Regulation of Gas Pipeline Systems, Transportatiorand Storage. The siting of pipeline
systems and transportation and storage of natwslig interstate commerce is subject to
regulation by FERC under the Natural Gas Act of8l88d under the Natural Gas Policy Act of
1978 and, as such, rates and charges for the tdagpn of natural gas in interstate commerce,
the extension, enlargement or abandonment of jatisdal facilities, and accounting, among
other things, are subject to regulation.

Rates, charges and non-rate service conditiongaaiff$ for the transportation of natural gas in
interstate commerce are subject to regulation bREEGenerally, rates charged by interstate
natural gas companies may not exceed the just easbmable rates approved by FERC. In
addition, interstate natural gas companies areilpitet from granting any undue preference to
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any person, or maintaining any unreasonable diffe¥en their rates or terms and conditions of
service except for any FERC approved negotiatetiszounted rate.

The Natural Gas Pipeline Safety Act of 1968 (as raded, the “NGPSA”) regulates safety
requirements in the design, construction, operateod maintenance of interstate natural gas
transmission facilities. The NGPSA requires anytgtiat owns or operates pipeline facilities to
comply with applicable safety standards, to essabéind maintain inspection and maintenance
plans, and to comply with such plans. Inspectiontasts are performed at prescribed intervals
to ensure the integrity of the pipeline system. sehmspections, for example, include periodic
corrosion surveys, testing of relief and over-punesgevices, and periodic aerial inspections of
the rights-of-way.

In 2002, the U.S. Congress enacted the Pipelinetysahprovement Act (“PSIA”), with final
regulations implementing the PSIA issued in Decanmit@03. The PSIA makes numerous
changes to pipeline safety law, the most signiicdrwhich is the requirement that operators of
pipeline facilities implement written integrity magement programs. Such programs include a
baseline integrity assessment of each facility ted¢dan high consequence areas that must be
completed within ten years of the enactment of B®!A. The PSIA and its applicable
regulations have increased costs associated withpmeeline inspection and pipeline integrity
program requirements.

Under the Clean Air Act, the U.S. Environmental tBotion Agency has promulgated
regulations addressing emissions from equipmensenteat typical natural gas compressor
stations. These regulations include National EmrsSitandards for Hazardous Air Pollutants for
reciprocating internal combustion engines, statipmarbines, and glycol dehydration equipment
in addition to regulations that address regioraigport of ozone.

The U.S. Department of Transportation, through Pigeline and Hazardous Materials Safety
Administration, has adopted regulations that govalinaspects of the design, construction,
operation, and maintenance of pipeline facilitielsese regulations require, among other things,
that pipeline operators engage in a regular progodnpipeline integrity testing to assess,
evaluate, repair, and validate the integrity ofirtipgpelines within areas of high consequence.
Determination of such high consequence areas, &ural gas transmission pipelines, is
primarily based on density factors, such as pomrat

Availability of Natural Gas Supplies. The operating results of a portfolio company that
transports natural gas will be dependent uporugsotners having access to adequate supplies of
natural gas. Such portfolio company will likely @& on having access to multiple sources of
gas production so that customers can satisfy tbtt gas requirements and have the opportunity
to source gas at the lowest overall delivered ddsteover, such portfolio company will not
have the ability to operate its pipeline systenfudlt capacity without access to sufficient gas
sources. The ability of producers to maintain pabidun is dependent on the prevailing market
price of natural gas, the exploration and productiadgets of the major and independent gas
companies, the depletion rate of existing sourtes,success of new sources, environmental
concerns, regulatory initiatives, and other matteeyond the portfolio company’s control.
Operational failures on pipelines that deliver gasuch portfolio company’s pipeline system,
such as reductions in pressure or volume, or ip&ions in service due to maintenance activities
or unanticipated emergencies, could result in lowelumes of gas being available to the
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portfolio company for transportation. There is goarantee that production or supplies of
natural gas will be maintained at sufficient levals sustain the expected volume of
transportation commitments on the pipeline systerthat multiple sources of gas will remain
available to provide the company’s customers wdteas to sufficient low cost supplies. If the
availability of natural gas supplies decreases, rheenues and results of such a portfolio
company'’s operations could be adversely affected.

Decreases in Demand for Natural GasDemand for the services of a portfolio company that
operates gas pipelines depends on the ability alidgmess of customers with access to such
company’s facilities to store natural gas on, aetivdr natural gas through, the company’s
system. Demand for natural gas is dependent upenirtipact of weather, industrial and
economic conditions, fuel conservation measuresrradtive fuel availability and requirements,
the market price of gas, fuel taxes, price comipetitdrilling activity and supply availability,
governmental regulation, and technological advaneefsiel economy and energy generation
devices. The pricing of natural gas can also &fitscconsumption, in comparison with other
fuel sources, and according to the U.S. Departro&ilinergy, gas pricing levels are generally
below the 15-year pricing average. As a generatanatatural gas commodity pricing is set by
the market, and while FERC can and does regulaetrgasportation and business practices,
FERC does not directly regulate wholesale gas.rates

Competitive Pressures.The market for Power and Energy Assets is competiDther entities
could construct new facilities or expand existiagilities that could potentially serve the same
markets as one of the Clients’ portfolio companiesy such new facility could offer services
that are more desirable to customers because afidos, rates or other factors. These new
facilities could charge rates or provide serviceldoations that could result in savings for
shippers and producers and thereby force a pattmimpany to lower the rates charged for
services on its services in order to extend exgstervice agreements or to attract new
customers. An increase in the availability of cotimge alternative facilities or services could
result in a significant reduction in a portfolionspany’s revenue.

Additionally, forms of energy compete with eachesthincluding natural gas, electricity, coal,
hydroelectric power, nuclear power and fuel oileTgrincipal elements of competition among
alternative forms of energy are based on the exgsifrastructure, rates, terms of services,
access to supply and reliability. The impact of pefition on a portfolio company could

decrease demand for its services in the marketsopany serves.

Environmental and Other Regulatory Matters. Investments are subject to federal, state,
regional and local laws, regulations, directivesd golicies relating to, among other things,
trade, imports, currency, energy, labor, and emvitental, land use and regulatory matters.
Investments may require numerous regulatory appspiieenses and permits to commence and
continue their operations. In addition, projectscertain jurisdictions are required to obtain

emissions reduction credits or similar emissiorelitrg credits. Under the cap and trade
programs that create these credits, the costseotrdits can be significant and may increase
substantially over time. Moreover, these prograras cesult in limiting the operations of

facilities. Failure of projects to obtain requireglgulatory approvals, permits, and/or credits
could adversely affect the Clients. New laws, @eB, or regulations, or changes in the
interpretation or application of existing laws, ip@s, and regulations that modify the present
regulatory environment, could also have an adveffect on the Clients’ investments. The
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Clients’ investments may be subject to other deuelp areas of regulation, such as thermal
pollution, species impacts, and noise requiremeidd,are the subject of ongoing legislative and
regulatory efforts. These developments have thenpial to significantly impact energy related
projects. For instance, to the extent that projestssea water or freshwater as a cooling medium
that is not recycled (once through cooling), thisra significant risk that such systems will be
regulated out of existence over time. Replacemeaxisting cooling systems that lack recycling
may involve substantial capital investment and la&iguy approval risks or may not be
technologically feasible.

Compliance with statutes and regulations pertaintog emissions, discharges, releases,
exposures, environmental controls or restrictionsl #he storage, handling, transportation,
disposal of hazardous and toxic material, wastegtber substances may be costly and may
affect the ongoing power-generating capacity of@eet or facility in which the Clients invest.
Failure by a project or facility in which the Clisninvest to comply with any such statutes or
regulations could, among other things, prevent afpmr of such project or facility, require
expenditure of significant funds to bring the pobjer facility into compliance, result in
substantial investigation and remediation costgjlten cleanup liens and fines, and give rise to
civil or criminal liability. Coal-fired power plast have been especially heavily-targeted by
regulations focusing on mercury and other emissitirthose regulations are vindicated by the
courts, such facilities will likely face substamt@sts to comply. The storage and handling of
coal waste-ash is subject to safety and disposalinements that can also give rise to liabilities
on the part of coal generation owners.

Power producers, transmitters, and natural gadipgpand distribution systems are also subject
to a wide variety of permitting and regulatory regments affecting the physical loss, emission
or discharge of liquid, particulate, gaseous artiosubstances associated with their facilities
and operations. Some of these requirements invaitaining advance governmental approvals
which are prerequisites for constructing and opaegad facility that will have such discharges.
Failure to comply with any discharge permitting itlenset in such approvals can result in
consequences similar to those identified abovéditrres to comply with statutes or regulations.
In addition, the construction and operation of spobjects must sometimes avoid impacts to
particularly sensitive or protected plant and anispecies. Doing so can contribute to increased
project and operating costs. Failure to do so camgnt projects from being completed or result
in operating restrictions, fines, and civil or ciral liability.

Additionally, the Clients may also invest in potifocompanies that could be subject to the
effects of extreme weather. Extreme weather cadticould stress a portfolio company’s
transmission and distribution system or its gemamatfacilities resulting in increased
maintenance and capital expenditures. Extreme weatrents, including hurricanes or storms or
other natural disasters, could be destructive asdlrin casualty losses that are not ultimately
offset by insurance proceeds or in increased dapifgenditures or costs, including supply chain
costs. Moreover, an extreme weather event couldecdisruption in service to customers due to
downed wires and poles or damage to other operaingpment, which could result in the
portfolio company foregoing sales of electricityddost revenue. Similarly, an extreme weather
event might affect the availability of generatiamdaransmission capacity, limiting the portfolio
company'’s ability to source or deliver electricitywhere it is needed. These conditions, which
cannot be reliably predicted, could have an advemesequence by requiring the portfolio
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company to seek additional sources of electriciemwwholesale markets are tight or to seek to
sell excess electricity when those markets are weak

The physical risks of climate change, such as nfr@guent or more extreme weather events,
changes in sea level, temperature and precipitagiatierns, ground and surface water
availability, and other related phenomena may ekete these risks. Such issues, if experienced
at the facilities of a Client’'s portfolio companjesould adversely impact a Client's and its
portfolio companies’ revenues, increase costs paireand maintain certain systems, subject
such portfolio companies to potential litigationdéor damage claims and increase the level of
oversight of the transmission and generation omerattand infrastructure of a Client’s portfolio
companies. Variations in weather conditions, prilmaemperature and humidity, also would be
expected to affect the energy needs of customers.

Regulation of Greenhouse Gas Emissionsln recent years, a growing concern has emerged
nationally and internationally about global climatiegange and how greenhouse gas emissions
(“GHGSs"), such as C®and methane, contribute to global climate chafge.instance, recent
state and regional carbon control initiatives amel potential for future federal, state or regional
carbon control legislation could substantially irapg@ower generating facilities as well as
natural gas transportation facilities. Severakhalidressing climate change have been introduced
in Congress or discussed by the Obama administratiat are intended to address climate
change using different approaches, including acraparbon emissions with emitters allowed to
trade unused emission allowances (cap-and-tradeéyx aon carbon emissions (carbon-tax),
incentives for the development of low-carbon tedbgp, and federal renewable portfolio
standards. In addition, the United States regulgwbrticipates in various international
negotiations that could result in commitments twuee GHGs originating in the United States.
In addition, in April 2007, the U.S. Supreme Coigdued its decision in Massachusetts v. US
Environmental Protection Agency holding that CO2l aither GHG emissions are pollutants
subject to regulation under the new motor vehictevigions of the Clean Air Act. The
Environmental Protection Agency has, in turn, betgsuing new regulations designed to limit
GHG emissions from a wide variety of stationaryusigial sources, including the electricity
generation sector and the oil and gas sector. Tileggaations will affect both newly constructed
generating facilities and some existing generafaailities, as well as natural gas midstream
assets such as gathering, processing and transporacilities. Existing facilities may need to
implement additional costly control technologies dontinue in operation or may require
additional permits before modifying future operaso To the extent that the Clients invest in
portfolio companies that produce GHG emissions, fitencial condition and results of
operations could be materially adversely affectgdtlbe enactment of any legislation or
regulation that mandates a reduction in GHG emissa@ that imposes financial penalties, costs
or taxes upon those that produce GHG emissionsekample, to the extent a cap-and-trade
program is adopted, the portfolio company may logiired to incur material costs to reduce its
GHG emissions or to procure emission allowancesedits to comply with such program, and
may or may not be able to pass these costs thrmuidh electric power purchaser, depending on
the terms of the applicable PPA. To the extentrbaratax is adopted, the portfolio company
could be subject to a material tax liability undech a program and could incur material costs to
reduce its GHG emissions in order to reduce suxHiaaility. In addition, certain GHG and
other environmental regulations could affect thets@f certain carbon energy sources used as
fuel, also contributing to an increase in operatiogts.
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Complying with various environmental regulatory wggments, especially the MATS

regulation, has been significant in many projeditimat existing coal-fired generation will be
retired. Should the Supreme Court strike down tR&'E MATS regulation, that would at least
delay and potentially permanently derail the nesdfder existing power plants to install costly
new controls. In turn, that could make certain@péted coal retirements less likely, or lower in
total capacity, resulting in greater competitionriatural-gas powered generation.

Volatility in the energy sector. The energy companies in which certain of our Fungest
have been and will be negatively impacted by malteteclines in energy related commodity
prices and are subject to other risks, includingomgn others, supply and demand risk,
operational risk, regulatory risk, depletion riskeserve risk, and catastrophic event
risk. Commodity prices fluctuate for several reesancluding changes in market and economic
conditions, the impact of weather on demand, leeéldomestic production and international
production, policies implemented by the Organizatiof Petroleum Exporting Countries
(“OPEC"), energy conservation, domestic and foreigrernmental regulation and taxation and
the availability of local intrastate and interstateansportation systems. The Obama
administration has proposed a surcharge for evaryebof oil produced to be paid by oil
companies to fund clean energy transportation syste

Item 9. Disciplinary Information

Neither Ares EIF nor any of its management per$@ssbeen the subject of any material legal or
disciplinary proceedings that are material to antls evaluation of our business or the integrity
of our management. Ares EIF, its affiliates andatarsenior professionals have been included in
certain proceedings relating to portfolio companide proceeding or action of any type has
been resolved or otherwise determined in an advees@er to Ares EIF, or its principals and
none of Ares EIF, or any principals have been agsksr paid monetary damages or penalties in
connection with any such proceeding. This doesimdtide legal or disciplinary proceedings
against companies or projects in which the Fundssin

Item 10. Other Financial Industry Activities and Affiliations

Registered Broker-Dealers

Ares Management LLC, the parent company of Ares BHS a wholly owned limited-purpose
broker-dealer subsidiary, Ares Investor Service€L[EAIS”), which had its registration with
FINRA approved on January 2, 2014. The Firm’'s €lempliance Officer is a registered
principal of AIS and serves as its Chief Complia@d&cer.

Registered Futures Commission Merchants, Commodity Pool Operators and
Commodity Trading Advisors

Neither Ares EIF nor any of its management persisnsegistered as a registered futures
commission merchant, commodity pool operator (“CP@"commodity trading advisor.
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Relationships with Related Persons

Ares Management LLC, the parent company of Ares &tH an SEC-registered investment
adviser, is also the parent company of:

(i)

(ii)

(iii)

(iv)

v)

(Vi)

(Vi)

(viii)

Ares Capital Management LLC_(“ACM”), an SEC-regrsi investment adviser and the
investment manager of Ares Capital Corporation (XR), a closed-end, non-
diversified specialty finance company that is refed as a business development
company under the Investment Company Act. ACM alsivides advisory services to
certain other institutional accounts;

Ares Capital Management Il, LLC (“ACM II"), an SEf@gistered investment adviser,
and the investment adviser of Ares Dynamic Credibaation Fund, Inc. (“ARDC?;
NYSE:ARDC a non-diversified closed-end registerexhagement investment company;

Ares Capital Management Ill, LLC (“ACM 11I"), an SEregistered investment adviser,
ACM III provides advisory services to primarily Kean-based institutional investors;

Ares Commercial Real Estate Management LLC (“ACREMan SEC-registered
investment adviser. ACREM provides advisory sawito Ares Commercial Real Estate
Corporation (“ACRE”, NYSE: ACRE), a publicly tradedmmercial mortgage REIT;

Ares Real Estate Management Holdings LLC_(*AREMH"3n SEC-registered
investment adviser, AREHM provides advisory servipeimarily to pooled investment
vehicles and other institutional accounts;

Ares CLO Management LLC, (*ACLOM”) an SEC-registérenvestment adviser,
primarily advises CLO’s, CDQO’s and other structumegestment vehicles;

Ares Management Limited (“AML"), an entity estalbled in the United Kingdom and
authorized and regulated by the UK Financial Cohduthority; and

Ares Management UK Limited (fAMUKL"), an entity esilished in the United
Kingdom and authorized and regulated by the UK iérel Conduct Authority.

In addition, ARCC directly or indirectly also owttse equity and voting interests of its portfolio
company, Ivy Hill Asset Management, L.P. (“Ivy H)llan SEC-registered investment adviser.

Ares EIF’s related persons also include affiliatdsAres Management’s that are investment
advisers to the various investment managementtsliamanaged within the Ares platform,
including the Funds, and are the general partneds im many cases, limited partners of the
Funds.

Ares EIF and its related persons are the sponswfsia certain cases, may also be investors in
various collective investment vehicles managed bgsAEIF. Certain Ares EIF personnel may
spend substantially all of their business time ore @r more of the foregoing collective
investment vehicles as required pursuant to thegef the relevant Governing Documents.
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In the event that an investment opportunity tha#sAEIF evaluates for potential investment by
one of its Clients is an eligible investment forothrer Client, it is Ares EIF’'s policy that
investment opportunity will, to the extent prachitsy be allocated among its Clients on a basis
that over a period of time is fair and equitable&zh Client relative to other Clients, taking into
account all relevant facts and circumstances. dé&aission under Item 6 “Performance-
Based Fees and Side-by-Side Managemanidve for more detail on Ares EIF’s allocation

policy.

Principals, officers and certain employees of AEE (“Covered Persons”), members of their
families and related persons of Ares EIF may piadie directly or indirectly as investors in
Ares EIF's Funds, as described in a Fund's Govegridocuments, which may be privately
negotiated transactions at varying prices. Ards By recommend to clients the purchase or
sale of securities in which it, or a Covered Persorrelated person thereof, has a financial
interest. In addition, Ares EIF permits its Cowkreersons to engage in personal securities
transactions, subject to compliance with the Fir@dgle of Ethics.

For a general discussion of how we address reguttimflicts of interest, see discussion under
“Item 11. Code of Ethics, Participation or Inter@sClient Transactions and Personal Trading
below.

Selection or Recommendation of Other Advisers

Ares EIF does not recommend or select other thartlypinvestment advisers for its clients.
Except for Ares Management LLC (Ares EIF’'s pare®;M, ACM II, ACM lll, ACREM,
AREHM, ACLOM, AML and AMUKL, each a wholly owned bsidiary of Ares Management,
and Ares EIF’s related party, Ivy Hill, Ares EIFafonot have other business relationships with
other advisers that create a material conflichtérest.

Item 11. Code of Ethics, Participation or Interest in Client Transactions
and Personal Trading

Statement of Business Ethics and Code of Ethics

Ares Management has adopted an Ethics Policy @uelé”) pursuant to Rule 204A-1 under the
Advisers Act that applies to Ares EIF and setshf@tiindards of business and fiduciary conduct
that Ares EIF requires of Covered Persons. TheeG®deasonably designed to minimize actual
or potential conflicts of interest between Covelresisons and the interest of Ares EIF, our Funds
or clients and prevent violation of federal sedesitlaws. The Code includes, among other
things, a) policies and procedures regarding patssecurities transactions; b) disclosure and
reporting obligations of personal securities tratisas and holdings; and c) obligations for
Covered Persons to report any violations of theedodhe Chief Compliance Officer (*CCQO”).

Any client or prospective client or investor or gpective investor in a Fund may obtain a copy
of the Code upon request to:

Ares EIF Management, LLC
Attn: Compliance Department
2000 Avenue of the Stars, "1 loor
Los Angeles, CA 90067
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Participation or Interest in Client Transactions; Personal Trading

The Code provides that no Covered Person may erdjeggtly or indirectly in any business in a
manner detrimental to the Funds or other clientsserconfidential information gained by reason
of his or her employment by or affiliation with Arén a manner detrimental to the Funds or
other clients. Further, as general partners, dichppartners or investors in certain of the Funds,
Ares EIF and our related persons have indirect fieakinterests in the securities owned by
such Funds and will share in any profits and logse®serated by such Funds’ investments. The
Code requires that before, or at the time thatpae€ed Person recommends or authorizes the
purchase or sale of a covered security by a Furadatient, he or she must disclose to the CCO:
a) any beneficial ownership in such covered sectiat he or she has or proposes to acquire; b)
any interest he or she has or proposes to acquaryi third party account in which such covered
security is held; c) any beneficial interest in astyer security that may benefit from such
proposed purchase, sale or other action; and djrdesest in or business relationship with the
issuer of such covered security that a CoveredoReard his or her “covered family members”
(as defined in the Code) has or proposes to acquire

The Code covers personal trading policies and pioes of all Covered Persons and their
covered family members. Under the Code, Coveredde and their covered family members
are permitted to trade in securities for their aw@aounts so long as they follow the Code, which
contains certain preclearance requirements, regpmequirements and other provisions that
restrict trading by Covered Persons. Generally;dovered securities” transactions in a Covered
Person’s or their covered family member’'s acco@dyered Persons are required to obtain
preclearance approval from the Compliance Departtm@avered securities purchased by a
Covered Person or their covered family membersgareerally subject to a minimum holding
period. The Code also requires that all coveredrgéees holdings and transaction information
in covered securities accounts be disclosed t&€tmpliance Department. On a quarterly basis,
Covered Persons must provide a report on all agglkctransactions in any covered security in
which they have acquired direct or indirect owngrsdnd any brokerage accounts that they or
covered family members maintain. On an annual p&owvered Persons must provide a full
accounting of their covered securities holdingsstlya Covered Persons are required to certify
that they have read and understand the Code, atifly dbat they have complied with the
provisions of the Code on an annual basis.

Any transactions in securities or investments #ratheld by one or more Funds or other clients
are generally subject to a blackout period of fiuesiness days after any client or Fund has
traded in any security of that issuer and may &rrthe restricted further by a Fund’s Governing
Documents. The Code’s personal trading procecaneeadministered by the Firm’s Compliance
Department.

Other Potential Conflicts

From time to time, subject to the applicable GoiregrDocuments, a Fund may engage in cross
trades with one or more other Funds. Neither AEB nor our affiliates will receive
commission or similar fees in connection with swucbss trade. Generally, the value of any
positions that are cross-traded in this manner balldetermined in a manner that is consistent
with applicable policies.
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In addition, Ares EIF and our related persons nd@gctly or through one or more entities, sell
securities in which they have a direct or indireatnership interest to certaffunds or other
clients in connection with certain “warehousingdnsactions, provided that the sale is consistent
with Ares EIF’s fiduciary obligations to such Funalsother clients. Such transactions will be
fully disclosed in writing, and the written consesftthe appropriatd&-und (which, in certain
circumstances, may be provided byFand’s Advisory Board or Investment Committee) or
client, as applicable, will be obtained prior te tbonsummation of any such transactions in
accordance with Section 206(3) of the Advisers &atl all other applicable state and federal
securities laws.

Ares EIF and its related persons may make invedsmam their own behalf and on behalf of

their affiliates in securities it recommends touné or other client accounts. In addition, Ares
EIF and our principals may co-invest with certaumés or other clients, as permissible in the
applicable Governing Documents. Any such co-inwesits or related transactions may raise
potential conflicts of interest, particularly iffund or a client invests in different classes pety

of securities of the same portfolio company. Ilehsgases, the interest of one Fund may not
always be aligned with the other Fund or clientoacd and may pose an actual or potential
conflict of interest, as a Fund may pursue or ex@arghts with respect to an investment, and
those activities may have an adverse effect orFtive or client accounts as prices, liquidity,

terms of the investments and levels of risk mapégatively impacted by such actions.

Ares Management personnel may receive discounts fpooducts and services offered by
companies in which a Fund is an advisor or investostherwise has interest, similar to what
would be given to an employee of a portfolio comparin addition, Ares Management may

engage certain of its Funds’ portfolio companiesptovide goods and services. In these
instances, Ares Management engages with the portt@mpany at arm’s length, and the
portfolio company provides the same pricing andriserlevels as it would any comparable
client or purchaser. In addition before enterint iany business relationship with any Fund’s
portfolio company, the arrangements are reviewed\tess Management’s Chief Legal Officer

and Chief Compliance Officer, who must approve earcAngement on a case-by-case basis.

Ares Management also requires certain outside bssiactivities to be reported and monitored
to avoid potential or actual conflicts of intereSuch activities require prior written approval
from the CCO and partner of the business unit, begubject to restrictions or conditions and
such approval is revocable at any time.

Item 12. Brokerage Practices

Subject to the investment objectives, policies aagdrictions of each Fund and other client as set
forth in their respective Governing Documents, Ared- has discretionary authority to
determine the type, amount, and price of securdies investments to be bought and sold on
behalf of each client or Fund, including the setecbf, and commissions paid to, brokers.

Ares EIF’s investment strategy does not typicaftlyalve public securities. As such, the Firm
does not generally select or recommend broker-te#de Client transactions. However, to meet
its fiduciary duties to the Clients, the Firm haopted written policies to address selection of
broker-dealers. In selecting broker-dealers toceffeansactions, Ares EIF seeks to obtain best
execution by considering various factors includibgt not limited to, price (including the
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applicable brokerage commission or dealer spresigg, of order, timeliness and certainty of
execution, liquidity of the securities traded, entjse as it relates to specific securities,
counterparty risk and business reputation. WhileesAEIF generally seeks reasonably
competitive trade execution costs, Funds and atlent accounts will not necessarily pay the
lowest spread or commission available.

Research and Other Soft Dollar Benefits

Section 28(e) of the Securities Exchange Act of41@Be “Exchange Act”) provides a safe
harbor that permits advisers, when selecting beokerexecute transactions for client accounts,
to take into account certain research productssandices provided to the adviser by brokers.
Ares EIF does not engage in soft dollar arrangesaent

Trade Aggregation

The Firm's investment strategy of acquiring Powesséts does not typically present
opportunities to aggregate the purchase or saeairities for various Client accounts; however,
under Ares EIF’s trade aggregation policy, orderstiie same investment, including acquisition
and disposition transactions, entered on behathafe than one client may be aggregated (i.e.,
blocked or bunched), subject to the aggregationgo@i the best interests of all participating
clients. The trade order must indicate the amaunpercentage of the trade intended to be
allocated to each participating client. If thealirallocation differs from the initially indicated
allocation or is not allocated on a pro rata bawipartially filled orders, except in the casedef
minimis changes in the allocations, a written raie must be provided in the allocation
statement. Please refer ttetn 6. Side-by-Side Managenidiotr further information regarding
Ares EIF’s allocation policy.

Item 13. Review of Accounts

Review of Client Accounts

Ares EIF monitors all portfolio investments on bhaf each Fund and other client on an
ongoing basis. Investments are reviewed in theextndf each client’s (i) adherence to the
investment objectives and guidelines as set foriksiGoverning Documents and (ii) investment
performance. Subsequent to an investment, eactiqgos monitored on an ongoing basis by at
least one investment professional. The monitonmay include ongoing dialogue with company
management, fixed income and equity analysts, gadgencies, competitors, or other industry
sources. In addition, a client’s positions as waslla client’s overall performance and adherence
to its investment mandates and restrictions areitor@d on an ongoing basis by senior
investment professionals, including portfolio maerag

Reports to Clients

Ares EIF provides reports to investors in the Fuadd to other clients as required by the
applicable Governing Documents. Investors in Fuas clients should refer to the applicable
Governing Documents for further information on tleports provided to a particular Fund’s
investors or to the client.

The Governing Documents of certain Funds and athents sometimes require quarterly and
annual financial statements to be distributed Fuad’s investors or to the client and Ares EIF
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also typically provides written investor lettersthwirespect to a Fund or other client and its
performance. Ares EIF distributes K-1 filings tavestors, where applicable, and provides
certain other reports and analyses to investorgatehtial investors upon request.

Investors in each Fund generally receive quarterijten reports which include, among other
things: summary financial information; financiahtgments; a general discussion of the business
and affairs of each portfolio company and of anyemal developments with respect thereto (all
subject to legal or contractual restrictions); #mel fair value of each of the Fund’s investments.
In addition, Underlying Investors may receive speaieports regarding their accounts upon
request.

Finally, Ares EIF may hold annual investor meetirged calls and other interim calls as
appropriate for certain of the Funds or other ¢ien

Item 14. Client Referrals and Other Compensation

Economic Benefits Received from Third Parties

In connection with investments made by certainhaf Funds or other clients, Ares EIF or its
related persons may receive commitment, structurmgnitoring or other transaction fees from
portfolio investments in which one or more of thenffs or other clients may invest or propose to
invest. The potential for Ares EIF and its relapsalsons to receive such economic benefits may
create conflicts of interest as Ares EIF and itatesl persons may have economic incentives to
invest in portfolio investments that provide su@néfits. To mitigate potential conflicts, such
benefits received by Ares EIF in connection with services related to portfolio companies or
transactions are generally offset against adviteey payable by the related Fund or client.

Third Party Compensation for Referrals

Any of the Funds may incur sales charges to congteriwoker-dealers who assist in obtaining
subscriptions. The sales charge may be payablenmstors, one or more of the Funds, the
general partner of a Fund, Ares EIF or a combinativereof. In addition, Ares EIF may
compensate third parties who refer prospectivestors to any of its Funds or new clients to
Ares EIF.

Certain of the solicitors or placement agents zaddi to market Ares EIF’'s Funds, as well as
individuals employed by such solicitors or placetmagents, may invest in the Funds and may
not pay, or may pay reduced, advisory fees witlpaetsto their investment(s) in the Funds. In
addition, Ares EIF may transact client orders tiglobroker-dealers that also act as solicitors or
placement agents for its Funds.

Ares EIF endeavors at all times to put the interesits clients, including the Funds, first astpar
of Ares EIF’s fiduciary duty. Nevertheless, theapt of compensation by placement agents and
the potential receipt of brokerage commissions tmkér-dealers create potential conflicts of
interest and may affect the judgment of placemasnts and broker-dealers when making
referrals to Ares EIF and the Funds. Moreoverepial conflicts of interest may arise between
the interests of clients in obtaining best pricd arecution and Ares EIF’s interest in receiving
future referrals to the Funds from certain brokealdrs. Ares EIF addresses these potential
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conflicts of interest by seeking to obtain bestoeion by considering factors set forth ke
12. Brokerage Practicésbove.

Ares EIF will not compensate any placement agentsobcitors for an introduction to, or to
influence any investment decision making processoimection with, any potential U.S. public
pension fund clients or investors. Ares EIF mayagegwith intermediaries such as consultants,
in connection with potential clients or investoirsgluding those hired by U.S. public pension
funds that may engage such consultants to asgtsthdgir investment advisory needs.

Item 15. Custody

It is Ares EIF’s general policy not to have physicastody of any client assets. However, Ares
EIF may be deemed to have custody of the asseatsrt#in Funds and other clients because of
the authority it or a related party has over su@nts or their assets. It is Ares EIF’s policy
generally to cause each Fund with assets over whiied EIF is deemed to have “custody” to be
audited annually and to distribute audited finahsiatements, prepared in accordance with U.S.
generally accepted accounting principles (“GAARY)jnvestors no later than 120 days after the
end of each fiscal year (180 days if the cliers i§und of funds”). In addition, upon the final
liquidation of any such Fund, Ares EIF will obtarfinal audit and distribute audited financial
statements prepared in accordance with GAAP wigpeet to such Fund to all investors
promptly after completion of the audit.

In the alternative, where Ares EIF is deemed teehasstody of a client account solely due to its
ability to withdraw client funds to pay its advigdees, Ares EIF may comply with the custody
rules under the Advisers Act by having a reasonbblef that a qualified custodian will send

guarterly account statements to each investorientcl Ares EIF urges all clients and investors
to compare the reports they receive from Ares BIFhe statements they receive from their
custodians. Any issues or discrepancies shoutmbbenunicated to Ares EIF promptly.

Item 16. Investment Discretion

Ares EIF has discretionary authority to determine type, amount and price of securities and
investments to be bought and sold on behalf of dagid and client accounts, including the
selection of, and commissions paid to, broker-dsaldhis discretionary authority is subject to
the investment objectives, policies and restridias set forth in the Governing Documents of
each such Fund or client account. For Ares ElRagsume such discretionary authority, each
investor or client must complete the appropriatad-aubscription documents or an investment
advisory agreement prior to the establishment of agwisory relationship granting such

authority.

Item 17. Voting Client Securities

Securities held by the Clients (e.g., promissoriespdo not typically allow for the exercise of
voting authority. However, in instances whereiantlowns equity securities in which it has the
right to vote via shareholder proxy (each_a “VotBecurity”), Ares EIF generally retains proxy
voting authority with respect to these Voting S&es. Ares EIF has adopted and implemented
written Proxy Voting Policies and Procedures (“Br&foting Procedures”) that are designed to
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reasonably ensure that Ares EIF votes proxies enbibst interests of its advisory clients for
whom Ares EIF has voting authority.

The Proxy Voting Procedures describe the posittres EIF generally takes in voting proxies
on particular issues and require Ares EIF to keepnds with respect to the votes cast.

The Proxy Voting Procedures also provide that,he évent a particular proxy vote would
involve a conflict between the interests of Are§ Bhd its affiliates, and those of one or more
clients of Ares EIF, Ares EIF, if it so elects, may

» vote in accordance with the recommendations osmidirested third party;
« refer the voting decision to the client; or
 abstain from voting.

Some examples of potential conflicts can include;

* Ares EIF provides investment advice to an officedwector of an issuer and Ares EIF
receives a proxy solicitation from that issuer;

» an issuer or some other third party offers Ares BiFan employee, officer, director,
partner or member of Ares Management (an “Assdgi@@mpensation in exchange for
voting a proxy in a particular way;

* an Associate or a member of an Associate’s houdehak a personal or business
relationship with an issuer;

* an Associate has a beneficial interest contrampéoposition held by Ares EIF on behalf
of its clients;

» Ares EIF holds various classes and types of eanty debt securities of the same issuer
contemporaneously in different client portfolioagda

» any other circumstance where Ares EIF's duty toviserits clients’ interest could be
compromised.

Ares EIF will not delegate its voting authority &my third party, although it may retain an
outside service to provide voting recommendationsta assist in analyzing votes.

Clients may obtain a copy of Ares Management’s PNating Procedures or information about

how Ares EIF voted client proxies by contacting #AManagement’s Legal Department at (310)
201-4100.

Item 18. Financial Information
Not Applicable.
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