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This brochure provides information about the qualifications and business practices
of Ares Real Estate Management Holdings, LLC(*AREMH” or the “Firm”),
formerly known as AREA Management Holdings, LLC (“AMH”), which previously
operated under the name, AREA Property Partners (“AREA”). If you have any
guestions about the contents of this brochure, plsa contact us at 310-201-4100 or
adell@aresmgmt.com. The information in this brochue has not been approved or
verified by the United States Securities and Exchayje Commission (“SEC”) or by
any state securities authority.

Additional information about AREMH also is available on the SEC’s website at:
www.adviserinfo.sec.gov

Registration with the SEC as an investment adwses not imply that AREMH or any
principals or employees of AREMH possess a padicig@vel of skill or training in the
investment advisory or any other business.
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Item 2 - Material Changes

This brochure contains updated information aboet Birm’s business since the last annual
update dated March 31, 2015. Because there hase he material changes to AREMH’s
business, there are no material changes includédsimpdated brochure.
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Item 4 - Advisory Business

AREMH is a Delaware limited liability company thagas formed in December 2010. AREMH
is indirectly wholly owned by Ares Management LL@ies Management”), an SEC-registered
investment adviser and subsidiary of Ares ManagemeR. (“Ares LP”), a publicly traded
leading global alternative asset manager. Theentiprincipal owner of Ares LP is Antony P.
Ressler who, together with the other Co-FoundersAi@s LP, indirectly holds a majority
ownership in Ares LP through intermediate holdinghpanies.

AREMH provides the services described below taadsisory clients, which are comprised of
various pooled investment vehicles, including pevanvestment funds, separate investment
accounts for single investors, and co-investmentsu(collectively, the “Funds” or_“Clients”).
In some situations, AREMH may form special purpeséties to serve as investment vehicles
for investors. AREMH, or an affiliated entity coolled by AREMH, serves as general partner,
managing member, investment adviser, sub-advisanager, sub-manager, of each of its
clients, including separate or managed account&ferBnces to AREMH in this brochure
include, as the context requires, affiliates thfowghich AREMH provides investment advisory
services or that act in any capacity referencati@mprevious sentence (i.e. “Relying Advisers”).

AREMH generally seeks to provide capital appreciatihrough the acquisition and subsequent
oversight of the development, repositioning, manag®, and operations of real estate and real
estate-related assets predominantly in North Araeaod Europe. AREMH also may offer
advice in relation to securities and other finahagiatruments and transactions consistent with
the respective Funds’ investment strategies, dbgsit and their Investment Management
Agreements (“Management Agreements”). In no paldic order regarding volume or
frequency, these sorts of securities or other firdnnstruments may include, but are not limited
to, (i) commercial mortgage-backed securities (“C3B (ii) whole loans, (iii) commercial real
estate corporate debt and loans, (iv) mezzanimes|q&) commercial real estate mortgage loans,
(vi) recapitalization and restructuring of realatstproperty, (vii) acquisitions of real property,
and (viii) non-performing loans. In limited circstances and in connection with certain
investments, AREMH may employ hedging techniquesgieed to reduce the risks of adverse
movements in interest rates, securities prices, @ameency exchange rates and may employ
leverage in connection with investment activitiesbehalf of the Funds.

The investment activities of certain of the Funds subject to diversification and geographic
limitations. In addition, there may be limitationa the amount of leverage that AREMH may
utilize in connection with the investment activitief certain Funds. Investors and prospective
investors in Funds managed by AREMH should refetheopublic filings, confidential private
placement memorandum, limited partnership agreenmargstment management agreement and
other governing documents (the “Governing Docunignfsr such Funds for complete
information on the investment objectives and inwestt restrictions of such Funds.

In accordance with common industry practice, ARElIHa Fund’s general partner, may enter
into “side letters” or similar agreements with egmtinvestors pursuant to which the general
partner grants the investor specific rights, basgbr privileges that are not made available to
investors generally.
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AREMH does not patrticipate in any wrap fee programs

AREMH manages all client account assets on a disody or non-discretionary basis in
accordance with the terms and conditions of eaemtchccount’s Governing Documents. As of
December 31, 2015, AREMH had regulatory assets rumdanagement (“RAUM”) of

approximately $6,397,100,000, of which $774,300,80Banaged on a non-discretionary basis.

Item 5 - Fees and Compensation

Compensation and Fee Schedules

In conjunction with this brochure, investors shovéview the Governing Documents of the
applicable Fund in which they are invested or inclwhthey are considering to invest, for more
complete information on the fees and compensatayalpe with respect thereto. With respect to
Funds managed by AREMH in which all investors acgudlified purchasers” (“Qualified
Purchasers”) as defined in Section 2(a)(51) oflrestment Company Act of 1940, as amended
(the “Investment Company Act”), information regargithe fees and compensation payable by
such investors is not required to be provided er&Vith respect to AREA Real Estate Finance
Corporation (together with its consolidated sulzsids, “AREFIN”), the annual base
management fee is equal to the product of (a) OB (b) the amount of the investors’
remaining capital allocated to one of AREFIN's rémway assets. The AREFIN base
management fee is calculated and payable quarierdyrears.

In certain circumstances, the advisory fees payahlBREMH by investors in certain Funds
managed by AREMH may be negotiable. Investors gnadpective investors in each Funds
managed by AREMH should refer to the Governing Deents of such Funds for more
complete information on the advisory fees chargeAREMH.

AREMH'’s annual investment management fee (“Manageriee”) generally ranges from 1.0%
- 1.75% and is typically based on the overall dolfalue of all capital commitments and
unreturned capital contributions. Management Feestypically charged on a quarterly basis
and in arrears. Management Fees generally wilnp®sed as of the initial closing date for each
individual Fund client. Specific Management Feeaagements will be set forth in each
individual Client's Governing Documents.

AREMH’s may also earn a Performance Fee (sometoaksd a “carried interest,” a “promote,”
or an “incentive” fee) that is generally calculatesla percentage (typically at an annual rate of
20.0%) of the net profits achieved by the CliemPAREM Holdings’ Performance Fees are
generally calculated and assessed after the deduatiall expenses, management fees (if any),
and any specially allocated items of profit andsl¢$ any). Performance Fees are generally
assessed on an annual basis although sometimegemodic or investment realization basis.
Some but not all of AREMHS’ Performance Fee arramgas involve a high water mark or loss
carryforward provision, prohibiting AREMH from rdegeng a Performance Fee until previous
losses have been recuperated. The specifics oMHRE performance fee arrangements will be
set forth in greater detail in the applicable Gowsg Documents.
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Investors and prospective investors in Funds mahdgye AREMH should note that similar
advisory services may (or may not) be availablenf@ther investment advisers for similar or
lower fees.

From time to time, a Fund managed by AREMH may pase an interest in another Fund
managed by AREMH or one of its affiliates, providedt the sale or purchase is consistent with
AREMH’s fiduciary obligations to each Fund that mbhg party to such transaction and is
otherwise consistent with the investment mandateaah such Fund or other client account.
While AREMH endeavors at all times to act in thethaterests of all client accounts, investors
should be aware that AREMH’s receipt of compensafiom each client account artte
contribution of additional capital by one clientcaant to another client account may create
potential conflict of interest with respect to sudmnsactions. In certain circumstances, AREMH
may choose to reduce the advisory fees of a Fumtiestt account investing in another Fund or
client account by the amount of advisory fees apple to the Fund or client account’s
investment in another Fund or client account.

Deduction of Fees; Timing of Payments; Termination

For each client account managed by AREMH, AREMHaighorized under the Governing
Documents to charge and deduct advisory fees firom the assets of such client account at
the times and in the amounts set forth in the GaugrDocuments of such client account.

Advisory fees for certain of AREMH’s client accoardire payable in arrears, generally on a
quarterly basis. Since such advisory fees arelpj@yia arrears, they are not paid until after
services have been rendered. With respect toicesther AREMH client accounts, advisory
fees are payable quarterly in advance. Please tefedhe Governing Documents of the
applicable client accounts for more complete infation on the timing of advisory fee
payments.

Funds managed by AREMH have the right to terminAREMH’s advisory services in
accordance with the terms of the applicable Manay¢Agreement. AREMH'’s general policy
is to repay any advisory fees paid by a Fund mathégeAREMH in advance in excess of the
pro rata portion earned by AREMH (based on the ramol days during the period) through the
termination date. Any such refund would be impletadrihrough a wire transfer of funds to the
affected clients upon termination of their Managetgreement with AREMH.

Other Fees and Expenses

In addition to the fees payable to AREMH, client@ants may incur certain charges imposed by
third parties, including (but not limited to) anglass or other taxes, fees or government charges
that may be assessed against the client; commsssiomokerage fees and similar charges
incurred in connection with the purchase or salsealurities; the costs and expenses (including
travel-related expenses) of holding meetings oferences with an AREMH Fund’s investors;
expenses relating to litigation and threatenedgdtion involving a client account;
indemnification obligations and expenses; invesibgaof investment opportunities (whether or
not any such investment is consummated); expertsésutable to normal and extraordinary
accounting, auditing, appraisal, tax advisory, pagparation, legal, external consulting, back
office services, custodial and registration sewipeovided to a client account; premiums for
liability insurance; the costs of dissolving a Fundnaged by AREMH and liquidating its assets;
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and the costs and expenses for tax and audit ssrtica client account. Please refer to the
Governing Documents of the applicable client acteulor complete information on the
expenses payable by such client accounts.

Transaction-Based Compensation

AREMH or its affiliates or supervised persons maceive asset management, portfolio
investment transaction, monitoring, servicing, otkamilar advisory fees and other fees and
profits interests, and break-up fees from portfalwestments in which one or more of
AREMH’s client accounts may invest or propose test. These types of arrangements present
potential conflicts of interest and may provide ARE's supervised persons with an incentive
to recommend investments based on compensatioivedceather than the best interests of an
AREMH client account. To mitigate potential cooff, such benefits received by AREMH in
connection with its services related to portfolwestments or transactions are generally either
waived or offset against advisory fees payablehgyrelated client account. Please refer to the
Governing Documents of the applicable client actoiom more complete information on
additional compensation that may be receivable IREMH or its affiliates or supervised
persons in connection with investments and anyetdfagainst advisory fees.

AREMH may cause or permit a Fund to contract fa gerformance of certain services by
AREMH or any of its affiliates that may result inet receipt of transaction-based compensation
by AREMH or any of its affiliates. In such circutasces, AREMH may have an incentive to
recommend transactions or investment instrumendgedan compensation received by related
persons, rather than on the needs of such Fundsmiligate such conflicts, the Governing
Documents of a Fund with respect to which suchstiation-based compensation is permitted
will typically require that the terms and conditsoaunder which the related services are provided
(including fees) must be at least as favorableutth =und as the terms available in an arm’s-
length transaction with an independent third partgt that any such services require notice to the
applicable Funds advisory board or equivalent thfere

Item 6 - Performance-Based Fees and Side-by-Side Management

Performance-Based Fees

AREMH or a related person may be entitled to rezeertain allocations calculated and charged
based on a share of capital gains on or capitaieagtion of the assets of the applicable client
accounts. See discussion above in the sectioneght@ompensation and Fee ScheduleSuch
performance-based allocation arrangements disclus®aee comply with Rule 205-3 under the
Investment Advisers Act of 1940, as amended (thdvigers Act”) and are separate and distinct
from the advisory fees charged by AREMH or its texlgpersons for advisory services.

Performance-based allocation arrangements recdlyeAREMH or its related persons may
create incentives for AREMH to recommend investraénat may be riskier or more speculative
than those that would be recommended under a éiffdee arrangement. Please refer to the
Governing Documents of the applicable client actdan more complete information on the
“performance-based fee” arrangements to which slieht account is subject.
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Side-by-Side Management

AREMH may provide concurrent advisory serviceslients that are not charged a performance-
based fee or allocation by AREMH or its relatedspes and clients that are charged a
performance-based fee or allocation. The poteritel AREMH and its related persons to
receive greater fees or allocations from perforredmased accounts creates potential conflicts of
interest with respect to the allocation of investimepportunities, as AREMH may have
incentives to direct the best investment idea®tdp allocate investments in favor of, funds or
investment accounts that pay performance fees exiapallocations of profits. To mitigate
potential conflicts of interest, AREMH'’s investmermlocation policy provides that all
investment opportunities will be allocated amorsgeitent accounts on a basis that over a period
of time is fair and equitable to each client acdogtative to other clients consistent with any
fiduciary duties owed to clients and in an effartatvoid favoring one client over another, taking
into account all relevant facts and circumstaneesluding, but not limited to the relevant
investment vehicles’ available capital, diversifioa, their investment objectives or strategies,
their risk profiles and their existing or prior pix@ns in an issuer/security, as well as potential
conflicts of interest, the nature of the opportyribd market conditions.

The members of the AREMH investment committee(s) aach respective Fund’s portfolio
manager(s) are generally responsible for adminmmgidransactions among the client accounts
managed by AREMH. Allocations of investment oppoities are reviewed periodically by
AREMH to assess the effectiveness of the procedu®BEMH and its principals or other
related parties may co-invest with certain cliestants, as described in the Governing
Documents thereof.

Item 7 - Types of Clients

Types of Clients

AREMH provides investment advisory services to aasi pooled investment vehicles (“Funds”
as described herein). Investors in Funds managedtime to time by AREMH may include
corporations (including insurance companies), emdents, foundations, trusts, estates, high-net
worth individuals and pension and profit sharingng. Each pooled investment vehicle
managed by AREMH is offered exclusively to accredliinvestors. In addition, each such
pooled investment vehicle generally relies on acepkion from the definition of “investment
company” in Section 3(c) of the Investment Compa@wt and is therefore not required to
register as an investment company under the Inwgt@ompany Act.

Minimum Investment Requirements
AREMH does not impose a standard set of minimurs feeother conditional requirements for
any Client relationships.

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

Methods of Analysis and Investment Strategies
AREMH’s overarching investment strategy is impleteein through a highly disciplined
underwriting, investment and portfolio managemenmicpss. The specific methods of analysis
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and investment strategies utilized by AREMH forenti accounts managed by AREMH are
described below. For additional details relatiogtihie methods of analysis and investment
strategies employed by a client account, pleass tefthe Governing Documents of such client
account.

AREMH employs a rigorous, credit-oriented evaluatimwards determining the risk/return
profile of the investment opportunity and the appiate pricing and structure for the
prospective investment, with specific referencehi strength of the transaction sponsor(s), the
underlying real estate and the structure of theestment. Detailed financial modeling and
analysis is conducted to assess the cash flow aht srvice coverage characteristics of the
properties as well as interest rate and prepayaraaly/sis.

Focus is given to current cash flows and potemisks to cash flow such as those associated
with tenant credit quality, lease maturities, rew@n to market level rental rates, vacancy and
expenses. Cash flow analysis and market comparalbdeused as follows:

» to determine the current value of the underlyinipteral

» to assess the capacity to repay or refinance ugiarity

* to understand sensitivities to various potentighrges in asset performance, market
fundamentals and real estate capital markets

AREMH performs extensive property, sponsor and mialdvel due diligence, including:
* acompetitive analysis
» corporate profile and credit reviews for major tetsa

» due diligence on the borrower and its sponsonfgjuding meeting with the borrower’s
and sponsor’s respective management teams

» checking management’s backgrounds and references
» analyzing the governance structure of the borrower
* investigation into legal risks

 market and industry research, including an analgsiglemographics, key economic
fundamentals such as employment and populationtgr@md comparable transactions

» review of the borrower’s business plan with respeche property

AREMH’s underwriting focuses on understanding thealder capital structure of the transaction
and ensuring that it has the appropriate controld aghts with respect to its prospective
investment.
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If considering investments in CMBS, AREMH would @nthke an extensive analysis of the
underlying loans and careful review of the secugtyns and conditions.

Material Risks

The task of identifying investment opportunitieslananaging such investments can be difficult.
There can be no assurance that any client accoamaged by AREMH will be able to make and
realize any particular investment or level of raturInvesting involves a risk of loss that
investors in one or more Funds managed by AREMHilshbe prepared to bear. Investors
should carefully consider, among other factors, fbiowing material risks involved with
AREMH'’s investment strategies. Investors are retpeeto refer to the Governing Documents
of the applicable Fund managed by AREMH for morenplete information on investment
strategies employed by such Fund and the corresppmidks 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.

General Real Estate ConsiderationsReal estate historically has experienced significan
fluctuations and cycles in value that may resultaductions in the value of real estate-related
investments. The marketability and value of theegtients undertaken by AREMH on behalf of
its client accounts depends on many factors beybedcontrol of AREMH. The ultimate
performance of such investments is subject to Hrging degrees of risk generally incident to
thefinancing, ownership, and operation of the undadyieal property. The ultimate value of a
client account’'s investment in the underlying reabperty depends upon the real property
owner’s ability to operate the real property in @ammer sufficient to maintain or increase
revenues in excess of operating expenses and eefites or, in the case of all properties, the
ability of any lessees to make rental payments.

Real estate investments are subject to various,iskluding:

» acts of God, including earthquakes, floods artteionhatural disasters, which may
result in uninsured losses;

» acts of war or terrorism, including the conseaqasnof terrorist attacks;

» adverse changes in national and local econondar@arket conditions including local
markets with a significant exposure to the enemgpta, which may be affected by
the current low prices of oil and related gas tmatld adversely affect the success of
that industry;

» changes in governmental laws and regulationdu@neg their interpretations), fiscal
policies (and in the availability, cost and termis neortgage funds) and zoning
ordinances and the related costs of compliance laités and regulations, fiscal
policies and ordinances;

» costs of remediation and liabilities associatéth wnvironmental conditions such as
indoor mold;
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» the potential for uninsured or under-insured proplosses;
» the financial condition of tenants, buyers antes of properties; and
» competition from other properties offering thengaor similar services.

The risks associated with AREMH'’s clients’ investiteewill be more severe during periods of
economic slowdown or recession if these periods am@mpanied by declining real estate
values. In addition, AREMH’s investment model mag adversely affected if the current
economic recession continues longer or is deeger &émticipated. Declining real estate values
would likely reduce the level of new mortgage anbeo real estate-related loan originations
since borrowers often use appreciation in the valugheir existing properties to support the
purchase or investment in additional propertiesr@eers may also be less able to pay principal
and interest on loans if the value of real estaelides. Further, declining real estate values
significantly increase the likelihood that AREMHent accounts will incur losses on loans in
the event of default because the value of the tesdhmay be insufficient to cover the remaining
obligation due on the loan. Any sustained period iméreased payment delinquencies,
foreclosures or losses could adversely affect AREMVikbility to invest in, sell and securitize
loans.

The factors above could materially and adverselgcafthe results of the operations, financial
condition, liquidity and business of AREMH'’s cliesmtcounts and their ability to pay returns.

Competition for Real Estate Investments AREMH operates in a competitive market for
investment opportunities and competition may liitstability to originate or acquire desirable
investments in its target investments and could afect the pricing of such investments,
thereby reducing returns to AREMH'’s client accouatsd may decrease the available supply of
investment opportunities deemed suitable for sulieimtcaccounts. A number of entities compete
with client accounts managed by AREMH to make tyme$ of investments that such client
accounts seek to make. The profitability of AREMHlient accounts depends, in large part, on
AREMH's ability to originate or acquire target irstenents on attractive terms. In originating or
acquiring target investments, AREMH’'s client acdsurwill compete with a variety of
institutional investors, including other real estatvestment trusts, specialty finance companies,
public and private funds (including other funds mged by AREMH or an affiliate of AREMH),
commercial and investment banks, commercial finaaod insurance companies and other
financial institutions.

Some of AREMH’s competitors are significantly larghan it and have considerably greater
financial, technical, marketing and other resour&ssme competitors may have a lower cost of
funds and access to funding sources that are naitable to AREMH, such as the U.S.
Government. In addition, some of AREMH’s competstonay have higher risk tolerances or
different risk assessments, which could allow thenconsider a wider variety of investments,
deploy more aggressive pricing and establish melationships than AREMH. Furthermore,
competition for originations of and investmentsAREMH’s client accounts’ target investments
may lead to the price of such assets increasing;iwhay further limit such accounts’ ability to
generate desired returns. AREMH cannot assure tiorgeshat the competitive pressures its
client accounts face will not have a material adgazffect on their business, financial condition
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and results of operations. Also, as a result of dampetition, desirable investments in target
investments may be limited in the future and sulient accounts may not be able to take
advantage of attractive investment opportunitiesnfrtime to time, as no assurance can be
provided that investments that are consistent VAREMH’s client accounts’ investment
objectives will be identified and made.

Risk of Default or Insolvency by Underlying Investnents. With respect to mezzanine or other
subordinate investments that may be made by vartiaat accountsthe leveraged capital
structure of the properties underlying the mezzamproducts and other investments in which
client accounts invest will increase their expostareadverse economic factors (such as rising
interest rates, competitive pressures, downturriteeéreconomy or deterioration in the condition
of the real estate company or property) and taridleof unforeseen events. This leverage may
result in more serious adverse consequences touswgrlying properties (including to overall
profitability or solvency) in the event these fastor events occur than the consequences for less
leveraged entities or properties. For examplengignterest rates may significantly increase
interest expense, or a significant market downtoay affect the ability to generate positive cash
flow, in either case causing an inability to seevautstanding debt, which may include the debt
investments held by client accounts. If an undegyproperty cannot generate adequate cash
flow to meet debt obligations, for example, becaaigseajor tenant defaults under, terminates or
fails to renew its lease, the borrower may defaultits loan agreements or be forced into
bankruptcy. As a result, client accounts may sudfpartial or total loss of invested capital.

Risks Associated with Mezzanine LoansCertain client accounts may originate or acquire
mezzanine loans, which take the form of subordoh&dans secured by second mortgages on the
underlying property or loans secured by a pledgthefownership interests of either the entity
owning the property or a pledge of the ownershipragsts of the entity that owns the interest in
the entity owning the property. These types of tasg®olve a higher degree of risk than long-
term senior mortgage lending secured by incometmiog real property, because the loan may
become unsecured as a result of foreclosure bgehier lender. In the event of a bankruptcy of
the entity providing the pledge of its ownershipenests as security, a client account may not
have full recourse to the assets of such entityherassets of the entity may not be sufficient to
satisfy the client account's mezzanine loan. If ardwer defaults on the client account’s
mezzanine loan or debt senior to our loan, or & ¢vent of a borrower bankruptcy, our
mezzanine loan will be satisfied only after theisedebt. As a result, the client account may not
recover some or all of its initial investment. lad&ion, mezzanine loans may have higher loan-
to-value ratios than conventional mortgage loaasuylting in less equity in the property and
increasing the risk of loss of principal.

Risks Associated with Preferred Equity InvestmentsCertain client accounts may invest in
real estate preferred equity, which involves a &igltegree of risk than first mortgage loans due
to a variety of factors, including the risk thatndar to mezzanine loans, such investments are
subordinate to first mortgage loans and are nolawohlized by property underlying the
investment. Unlike mezzanine loans, preferred ggoitestments generally do not have a pledge
of the ownership interests of the entity that owes interest in the entity owning the property.
Although as a holder of preferred equity we mayage our client accounts’ position with
covenants that limit the activities of the entitywhich they hold an interest and protect client
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accounts’ equity by obtaining an exclusive righttmtrol the underlying property after an event
of default, should such a default occur on our stwent, we would only be able to proceed
against the entity in which client accounts holdirgerest, and not the property owned by such
entity and underlying the client accounts’ investiné\s a result, we may not recover some or
all of our client accounts’ investment.

Risks Associated with B-Note Originations or Acquigions. Certain client accounts may
originate or acquire B-Notes. A B-Note is a mortgdgan typically (a) secured by a first
mortgage on a single large commercial property ooug of related properties and
(b) subordinated to an A-Note secured by the sarserhortgage on the same collateral. As a
result, if a borrower defaults, there may not b#igant funds remaining for B-Note holders
after payment to the A-Note holders. Because eagtsaction is privately negotiated, B-Notes
can vary in their structural characteristics argksi For example, the rights of holders of B-
Notes to control the process following a borrowefadlt may vary from transaction to
transaction. Further, B-Notes typically are secusgdh single property and accordingly reflect
the risks associated with significant concentrat®ignificant losses related to the B-Notes held
by a client account would result in operating Iesg& such client account and may limit the
account’s ability to make distributions to its &bolders or investors.

Risks Associated with Investments in llliquid Instuments. The illiquidity of investments
made by certain client accounts may make it diffitar us to sell such investments if the need
or desire arises. The illiquid nature of a Fundgeistments may limit a Fund’s ability to respond
to changes in economic and other conditions. WAnlenvestment may be disposed of at any
time, it is generally expected that a Fund’s innesits will be held for a number of years after
being made. Although investments may generate soment income, the return of capital and
the realization of gains, if any, from an investineil generally occur only upon the partial or
complete disposition, financing or refinancing afiavestment. It is possible that a Fund may
not encounter favorable disposition, financingedimancing terms for its investments, thereby
reducing its returns. Certain target investmeunthsas B-Notes, transitional and mezzanine
loans, preferred equity and other investments laceparticularly illiquid investments due to
their short life, their potential unsuitability fsecuritization and the greater difficulty or
recovery in the event of a borrower’s default. didiion, many of the loans and securities (if
any) will not be registered under the relevant sées laws, resulting in a prohibition against
their transfer, sale, pledge or disposition ex@epttransaction that is exempt from the
registration requirements of, or otherwise in adeoce with, those laws. As a result, many
investments made by certain client accounts willlimpiid, and if we are required to liquidate
all or a portion of our portfolio quickly, such aamts may realize significantly less than the
value at which they have previously recorded inwesits. Further, such accounts may face other
restrictions on their ability to liquidate an in#@&nt in a business entity to the extent that we
have or could be attributed as having material-pallic information regarding such business
entity. As a result, our ability to vary portfoliasresponse to changes in economic and other
conditions may be relatively limited, which couldvarsely affect the results of operations and
financial condition.

Valuation Risk. Certain client accounts hold portfolio investmentghe form of investments
that are not publicly traded. The fair value ofigétes and other investments that are not
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publicly traded may not be readily determinablenliké publicly traded securities, real estate
assets generally cannot be marked to an establistdidg value. An appraisal or valuation is
only an estimate of value and is not a precise aread realizable value. Real estate valuations
are subject to numerous assumptions and limitati@eserally, appraisals will consider the
financial aspects of a property, market transastenmd the relative yield for an asset measured
against alternative investments. However, ultinmagdization of the market value of a real estate
asset depends to a great extent on economic aadauthditions beyond the control of the Fund.
Further, appraised or otherwise determined valoesod necessarily represent the actual sale
price of a real estate investment since markeepraf real estate investments can only be
determined by negotiation between a participatimgeb and seller. As a result, if a Fund was to
liquidate a particular real estate investmentréadized value may be less than the appraised
value or valuation of such asset. Because suclatiahs are subjective, the fair value of certain
assets may fluctuate over short periods of timeaamdaeterminations of fair value may differ
materially from the values that would have beerdusa ready market for these securities
existed. Additionally, returns for a given pericalitd be adversely affected if our determinations
regarding the fair value of these investments waaiterially higher than the values that the
client account ultimately realizes upon their disgdo The valuation process is particularly
challenging as market events and lack of investraetitity make valuations of certain assets
more difficult, unpredictable and volatile.

Lack of Operating Control of Underlying Investments The day-to-day operations of the
properties underlying the investments in which aartclient accounts invest are the
responsibility of the owners and developers of qudperties. Although AREMH is responsible
for monitoring the performance of each investmertt mvests in debt or other investments with
underlying real estate properties that are opeiayashat are believed to be strong management,
there can be no assurance that the owners andogevelwill be able to operate the underlying
companies or properties in accordance with thegirmss plans or the expectations of client
accounts.

Investment in Distressed Asset<Certain client accounts may make investments titla¢reare

or become non-performing or otherwise troubled.sEhmvestments may experience financial
difficulties that may never be overcome. Such tliaocounts’ investments are likely to be
subject to the prior interests of a mortgage lenddich could foreclose on its mortgage (and
wipe out the client accounts’ investment) if a rgage default occurred. Investments in
properties operating under the close supervisionaomortgage lender or under certain
bankruptcy laws are, in certain circumstances,esuilip certain additional potential liabilities,
which may exceed the value of the client accoumtigiinal investment. In addition, lenders who
have inappropriately exercised control over the ag@ament and policies of a debtor may have
their claims subordinated or disallowed or may duenfl liable for damages suffered by parties
as a result of such actions. Under certain circantds, payments to AREMH Funds and
distributions by such Funds to their respectiveestars may be required to be returned if any
such payment or distribution is later determinech&wve been a fraudulent conveyance or a
preferential payment.

Risks Associated with Senior CRE Loans and CMBS Mdgage Loans. Senior commercial
real estate loans made or acquired by certaintchenounts will be secured by commercial
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property and will be subject to risks of delinqugand foreclosure. The ability of a borrower to

repay a loan secured by an income-producing prppgoically is dependent primarily upon the

successful operation of such property rather th@nuhe existence of independent income or
assets of the borrower. If the net operating incahée property is reduced, the borrower’s
ability to repay the loan may be impaired. Net afiag income of an income-producing

property can be adversely affected by, among dthegs,

* tenant mix;

* success of tenant businesses;

* property management decisions;

» property location, condition and design;

* competition from comparable types of properties;

» changes in laws that increase operating expendesit rents that may be charged,;

» changes in national, regional or local econonoaditions and specific industry
segments, including the credit and securitizati@nkets;

» declines in regional or local real estate values;

» declines in regional or local rental or occuparatgs;

* increases in interest rates, real estate tag eaté other operating expenses;
» costs of remediation and liabilities associatétth wnvironmental conditions;
» the potential for uninsured or underinsured prypesses;

* changes in governmental laws and regulationsluaneg fiscal policies, zoning
ordinances and environmental legislation and ttetae costs of compliance; and

* acts of God, terrorist attacks, social unrest@will disturbances.

In the event of any default under a mortgage loald Hirectly by a client account, such client
account will bear a risk of loss to the extent oy deficiency between the value of the collateral
and the principal and accrued interest and cost®lt#ction of the mortgage loan, which could
have a material adverse effect on the client adt®wash flow from operations and limit
amounts available for distribution to the client@ant’s investors. In the event of the bankruptcy
of a mortgage loan borrower, the mortgage loarutd orrower will be deemed to be secured
only to the extent of the value of the underlyingllateral at the time of bankruptcy (as
determined by the bankruptcy court), and the liecuang the mortgage loan will be subject to
the avoidance powers of the bankruptcy trusteeebtail-in-possession to the extent the lien is
unenforceable under state law. Foreclosure of dgage loan can be an expensive and lengthy
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process, which could have a substantial negatieetedn a client account’s anticipated return on
the foreclosed mortgage loan.

Risks Associated with Loans on Properties in Tranfibn. Certain AREMH client accounts
may originate or acquire transitional loans secusgdfirst lien mortgages on a property to
borrowers who are typically seeking short-term tdpio be used in an acquisition or
rehabilitation of a property. The typical borrowerder a transitional loan has usually identified
an asset that has not been stabilized or has besr-managed and is located in a recovering
market. If the market in which the asset is locdels to improve according to the borrower’s
projections, or if the borrower fails to improvesthuality of the asset’s management or the value
of the asset, the borrower may not receive a gsefficreturn on the asset to satisfy the
transitional loan, and the applicable client ac¢aufi bear the risk that it may not recover some
or all of its investment.

In addition, borrowers usually use the proceedsaotonventional mortgage to repay a
transitional loan. Transitional loans therefore aubject to risks of a borrower’s inability to
obtain permanent financing to repay the transilidtman. Transitional loans are also subject to
risks of borrower defaults, bankruptcies, fraudssks and special hazard losses that are not
covered by standard hazard insurance. In the edfeahy default under transitional loans that
may be held by an AREMH client account, such cligetount will bear the risk of loss to the
extent of any deficiency between the value of thetgage collateral and the principal amount
and unpaid interest and costs of collection ofttaesitional loan.

Further, the renovation, refurbishment or expan&ipra borrower with respect to a property in
transition mortgaged by a short term senior loamolves risks of cost overruns and
noncompletion. Estimates of the costs of improveasiéa bring an acquired property up to
standards established for the market position dedrfor that property may prove inaccurate.
Other risks may include rehabilitation costs exaagdriginal estimates, possibly making a
project uneconomical, environmental risks and réhaiion and subsequent leasing of the
property not being completed on schedule. If sumtovation is not completed in a timely
manner, or if it costs more than budgeted, thedvegr may experience a prolonged impairment
of net operating income and may not be able to n@¢ments on a client account’'s loan
investment, which could result in significant losse

Risks Associated with Credit Rating Downgrades. Investments made by certain client
accounts may be rated by rating agencies such amyio Investors Service, Fitch Ratings,
Standard & Poors, DBRS, Inc. or Realpoint LLC. Aeredit ratings on such investments are
subject to ongoing evaluation by credit rating ages) and there can be no assurance that any
such ratings will not be changed or withdrawn bnating agency in the future if, in its judgment,
circumstances warrant. If rating agencies assigowaer-than-expected rating or reduce or
withdraw, or indicate that they may reduce or widlvd their ratings of investments in the
future, the value of the applicable client accouctsild significantly decline, which would
adversely affect the value of their investment fotids and could result in losses upon
disposition or the failure of borrowers to satisheir debt service obligations to such client
account.
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Risks Associated with Commercial Mortgage Backed $earities Investments. Certain client
accounts may acquire CMBS. In general, losses oomrigaged property securing a mortgage
loan included in a securitization will be bornesfiby the equity holder of the property, then by a
cash reserve fund or letter of credit, if any, thgrthe holder of a mezzanine loan or B-Note, if
any, then by the “first loss” subordinated secuhitider (generally, the “B-Piece” buyer) and
then by the holder of a higher-rated security.nHa évent of default and the exhaustion of any
equity support, reserve fund, letter of credit, r@une loans or B-Notes, and any classes of
securities junior to those in which a client acdoinvests, such account will not be able to
recover all of its investment in the securitieputchases. In addition, if the underlying mortgage
portfolio has been overvalued by the originatorjfdhe values subsequently decline and, as a
result, less collateral value is available to $atiaterest and principal payments due on the
related mortgage-backed securities. The priceowel credit quality securities are generally
less sensitive to interest rate changes than mghgytrated investments, but more sensitive to
adverse economic downturns or individual issueetigpments.

With respect to the CMBS in which a client accomnaty invest, overall control over the special
servicing of the related underlying mortgage loailsbe held by a “directing certificateholder”
or a “controlling class representative,” which ippainted by the holders of the most
subordinated class of CMBS in such series. Becauskent account may acquire classes of
existing series of CMBS, such account will not hawhe right to appoint the directing
certificateholder. In connection with the serviciofthe specially serviced mortgage loans, the
related special servicer may, at the directionhef directing certificateholder, take actions with
respect to the specially serviced mortgage loaas ¢buld adversely affect a client account’s
interests.

Interest Rate, Hedging Risk and Restrictions on Heging. The market value of the client
accounts’ investments may be affected by changegenest rates. In general, the market value
of a debt investment changes in inverse relatioranointerest rate change where a debt
investment has a fixed interest rate or only lichiteterest rate adjustments. Accordingly, in a
period of declining interest rates, debt investraemthout adequate call protection may benefit
less than other fixed income securities due tolacated prepayments. For example, a property
securing a commercial real estate collateralizdat dbligation may bear interest at a fixed rate
while the commercial real estate collateralizedtdsfigation may bear interest at a floating
rate, which can lead to a floating/fixed rate osibanismatch. As a result of such mismatches, an
increase or decrease in the level of the floatatg mdices could adversely impact the ability of
such property to generate positive cash flow anenpyments on the commercial real estate
collateralized debt obligation. Interest rate clemngay also affect a client account’s return on
new investments. Increases in the interest ratekebhincurred by a client account in originating
or acquiring investments may not be reflected ioreased rates of return on the related
investments, adversely affecting the client accsurturn on those investments. Accordingly,
interest rate changes may adversely affect théretiarn on a client account’s portfolio.

A Fund may incur indebtedness that may bear intategariable interest rates. Variable interest
rate debt creates higher debt service requirenientarket interest rates increase, which would
adversely affect the Fund (for example, borrowiongts may increase but there may not be a
corollary increase in tenant rent payments to tinedl. A Fund’s performance may be adversely
affected by a fluctuation in interest rates if tllimes variable rate mortgage financing and is
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unable to employ an effective hedging strategy togate such risks, including engaging in
interest rate swaps, caps, floors and other irtteag¢s contracts, and buying and selling interest
rate futures and options on such futures. Sholdral elect to borrow at a variable interest rate
and to employ such a hedging strategy, the uskesktinstruments to hedge a portfolio carries
certain risks, including the risks that losses dredge position will reduce the Fund’s earnings
and funds available for distribution to the Funuiigestors and that such losses may exceed the
amount invested in such instruments. Even if usetiges may not perform their intended
purpose of minimizing and offsetting losses on mrestment. There can be no assurance that
technigues used in hedging strategies will alwaya\milable, that a Fund will engage in these
technigues when available, or that the hedgingtegfir@s will be successful in limiting any
applicable risks. In addition, to the extent th&umd conducts such activities through a REIT
subsidiary, it will be subject to the limitationa such activities applicable to REITs. A Fund’s
ability to hedge certain risks may be constraingadrtain CFTC rule requirements (which may
impose certain limitations on an investment vefschbility to utilize commaodities, including
interest rate swaps) or other available exemptioter@ in connection with a registration
exemption that may be available to a Fund’'s genpaatner’s and its investment manager.
Accordingly, a Fund may not be able to borrow at@dable interest rate or to employ certain
hedging strategies.

Investments Longer than Term.Certain client accounts, may hold investments witurity
dates or a life span later than the date on whiehapplicable client account is expected to be
liquidated or dissolved. Although investments aenegally disposed of prior to a Fund’s
dissolution, such accounts may be required to dsliribute or otherwise dispose of investments
at a disadvantageous time as a result of dissalutio

Leverage. Certain client accounts’ return on investment ipaf@ent upon their ability to use
leverage. Such client accounts’ ability to obtame teverage necessary on attractive terms
depends upon many factors including market conastiand the client accounts’ performance.
The failure to obtain leverage at the contemplatéeance rates, pricing and other terms could
have a material adverse effect on such client adsou everage creates an opportunity for
increased returns, but at the same time creaties fiiere can be no assurance that such client
accounts’ use of leverage will prove to be benafidiloreover, there can be no assurance that
such client accounts will be able to meet theirtdelovice obligations and, to the extent that they
cannot, such client accounts risk the loss of somall of their assets or a financial loss if the
client accounts are required to liquidate assets @mmercially inopportune time. In addition,
the debt may be recourse for such client accoungsmpairment or potential impairment of an
investment may create a risk of loss of some oofalheir assets.

Concentration of Portfolio Investments. Certain AREMH client accounts may concentrate
their investment focus on certain property types #re subject to higher risk of foreclosure or
loss, or on properties (or investments securedrbgesties) concentrated in a limited number of
geographic locations. To the extent that any clatbunt’s portfolio is concentrated in any one
region or type of asset, downturns relating gehetal such region (which may be adversely
impacted by business layoffs or downsizing, industowdowns, changing demographics and
other factors) or type of asset (such as oversupipdy reduced demand for industrial properties)
may result in defaults on a number of investmenthima short time period. There can be no
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assurance that the economy of the targeted ardlasowiinue to grow or that any future growth
will meet historical growth rates. These factorsymeduce the client accounts’ net income and
adversely affect the funds available for distribatto investors by such AREMH client accounts.

Third Party Involvement. In certain situations, certain client accounts r{iayacquire only a
minority interest in a company or other asset incWwhhey invest, (ii) rely on independent third
party management or strategic partners with redpdbtie operations of a company or other asset
in which they invest or (iii) acquire only a paifiation in an asset underlying an investment, and
therefore may not be able to exercise control abher management of such company or
investment. Certain AREMH client accounts may alsenvest with third parties through loan
participations or partnerships, joint ventures threo entities, thereby acquiring non-controlling
interests in certain investments. Such accountsmayave control over these investments and
therefore, may have a limited ability to proteceithpositions therein. Property management
decisions, including responding to changing madgetditions, implementing rental or pricing
structures and causing maintenance and capitalowveptents, can affect the net operating
income of an income producing property and, in ttne ability of such real estate property to
generate adequate cash flow to meet debt obligatidihough the property management
experience of property managers selected by AREMty nary, AREMH does not retain a
manager unless it believes that the manager is etmnpto manage the property. However, there
iS no assurance that the third party manager edaby a client account will competently
manage the property. Accordingly, such investmeamisy involve risks not present in
investments where a third party is not involvedluding the possibility that the participating
lender or a third party partner or co-venturer ni@ywe financial difficulties resulting in a
negative impact on such investment, may have ecanonbusiness interests or goals which are
inconsistent with or adverse to those of the agplie client account, or may be in a position to
take action contrary to the client account’s inmestt objectives. In addition, a client account
could in certain circumstances be liable for theioms of its third party partners, loan
participants or co-venturers.

Controlling Person Liability. AREMH client accounts may have controlling intesest some

of their investments in real estate companies. &tezcise of control over an entity can impose
additional risks of liability for environmental dage, failure to supervise management, violation
of government regulations (including securities dawr other types of liability in which the
limited liability characteristic of business ownleirs may be ignored. If these liabilities were to
arise, the client accounts might suffer a signiftdass.

Risks Associated with Equity Ownership.Certain client accounts may acquire fee simple titl
to real estate or take a preferred equity or jeErture position in a property-owning entity
(client accounts may also acquire an equity pasifithey foreclose on a loan as lender). In such
a case, such client accounts’ interests may berduade to both general and secured creditors
of the asset. This subordination could increasé slient accounts’ risk of loss. Moreover,
acquisition of preferred equity or joint venturéeirests involves certain risks not present in real
property loans or direct property ownership. Foaregle, there is the possibility that other
equity owners may have economic or business irtei@sgoals which are inconsistent with
those of applicable client accounts.
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Inability to Re-Sell or Re-Lease Properties There is no assurance that AREMH's client
accounts that own real estate or equity investmentgal estate can re-lease a property, or
successfully reposition the property for other useghat a replacement tenant or a different use
would support the same or higher level of leaserats. Moreover, there can be no assurance
that any tenant will elect to extend a lease upqiration of its term, which would also force
AREMH’s applicable client accounts to find a suleabeplacement tenant. For example, there
are existing leases at certain of the propertiearggy certain client accounts’ investments that
will expire during the terms of the related loamsl dhere can be no assurance that such leases
will be renewed or that, if renewed, the terms wlolé similar to or more favorable than the
terms of the prior lease. If a property is not gaed or if rent is not being paid or is being paid
in an amount that is insufficient to cover opergtaxpenses, AREMH'’s client accounts could be
required (or elect) to expend funds with respedhtd property, including expenses relating to
taxes, insurance, utilities and maintenance ofpttoperty, as well as leasing commissions and
costs to improve the property to enhance its mallity or to meet the requirements of a new
tenant. AREMH’s client accounts that own real estat equity interests in real estate may or
may not be able to sell a property if or when tldegide to do so. AREMH cannot predict
whether they would be able to sell any propertytter price or on the terms they set, or whether
any price or other terms offered by a prospectiwvecipaser would be acceptable to such client
accounts. AREMH cannot predict the length of tineeaed to find a willing purchaser and to
close the sale of a property. AREMH’s applicablerdl accounts may not be able to sell a
property “as is,” in other words, they may be regdito expend funds to correct defects, such as
defects related to the environment, health or gadetmaintenance or repair. AREMH'’s client
accounts may also be required to make improveniteitse a property can be sold. There is no
assurance that AREMH'’s client accounts will havedis available to correct defects or make
improvements. Furthermore, the expenditure of fuledsorrect defects or make improvements
may adversely affect the funds available for innvesit by AREMH'’s client accounts and cash
available for distribution to the Fund investors.

Risks Associated with Environmental Liabilities Arising from Foreclosed or other
Properties. To the extent client accounts own real estate @cfose on properties with respect
to which they have extended mortgage loans, su@ntclaccounts may be subject to
environmental liabilities arising from such foreséml properties. Under various U.S. federal,
state and local laws, an owner or operator of peaperty may become liable for the costs of
removal of certain hazardous substances releaseitk quroperty. These laws often impose
liability without regard to whether the owner oreogtor knew of, or was responsible for, the
release of such hazardous substances. The presén@zardous substances may adversely
affect an owner’s ability to sell real estate orrbw using real estate as collateral. To the extent
that an owner of a property underlying a clientaactt’s debt investments becomes liable for
removal costs, the ability of the owner to makerpagts may be reduced, which in turn may
adversely affect the value of the relevant mortgagset held by such client account. The
presence of hazardous substances on a propertpadvaysely affect a client account’s ability to
sell foreclosed or other property and the cliembaat may incur substantial remediation costs.

Additional Risk Disclosure.

Funds managed by AREMH may engage in activities theolve risks other than those
described herein. In addition to the risk disctesucontained herein, investors are encouraged
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review the relevant offering materials associatét e investments in which they currently are
participating or in the future, may participate oirder to get additional details about any specific
risk factors that may relate to that particularastment(s).

Item 9 - Disciplinary Information

Neither AREMH nor any of its management personshe&s the subject of any material legal or
disciplinary proceedings that are material to antls evaluation of our business or the integrity
of our management. AREMH, its affiliates and dersenior professionals have been included
in certain proceedings relating to portfolio comigarand investments. No proceeding or action
of any type has been resolved or otherwise detewnim an adverse manner to AREMH, or its
principals and none of AREMH, or any principals édeen assessed or paid monetary damages
or penalties in connection with any such proceedirgs does not include legal or disciplinary
proceedings against companies in which the Funassin

Item 10 - Other Financial Industry Activities and Affiliations

Registered Broker-Dealers

Ares Management, the parent company of AREMH, habkally owned limited-purpose broker-
dealer subsidiary, Ares Investor Services LLC (“AJSvhich had its registration with FINRA

approved on January 2, 2014. The Firm’s Chief A@mpe Officer is a registered principal of
AIS and serves as its Chief Compliance Officer.

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

Neither AREMH nor any of its management persongeigistered as a registered futures
commission merchant, commodity pool operator orrowlity trading advisor.

Relationships with Related Persons
Ares Management, the parent company of AREMH,de #ie parent company of:

0] Ares Capital Management LLC_(“ACM”), which is an GEegistered investment adviser
and the investment manager of Ares Capital CorfmrgtARCC"), a closed-end, non-
diversified specialty finance company that is reg¢ed as a business development
company under the Investment Company Act. ACM alsivides advisory services to
certain other institutional accounts;

(i) Ares Capital Management Il LLC (“ACM II"), an SE@gistered investment adviser and
the investment adviser of Ares Dynamic Credit Aflben Fund, Inc. (“ARDC”;
NYSE:ARDC) a non-diversified closed-end registeredanagement investment
company;

(i)  Ares Capital Management Il LLC (*ACM III"), an SE@gistered investment adviser,
ACM III provides advisory services to primarily Kean-based institutional investors;
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(iv) Ares Commercial Real Estate Management LLC (*ACREMan SEC-registered
investment adviser. ACREM provides advisory sewitteAres Commercial Real Estate
Corporation (“ACRE”"), a publicly traded specialiydnce company that has elected to
be treated as a real estate investment trust;

(v)  Ares EIF Management, LLC (“Ares EIF”), an SEC-régisd investment adviser. Ares
EIF specializes in private investment opportunitireshe U.S. power sector and advises
pooled investment vehicles that invest in that@ect

(vi)  Ares CLO Management LLC (“ACLOM”), an SEC-registérenvestment adviser
primarily advises CLOs, CDOs and other structuragstment vehicles;

(vi)  Ares Management Limited (*AML”), an entity estalbied in the United Kingdom and
authorized and regulated by the UK Financial Cohduthority; and

(viii)  Ares Management UL Limited (“AMUKL”"), an entity egilished in the United Kingdom
and authorized and regulated by the UK FinanciaddDiot Authority.

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

AREMH’s related parties also include affiliates Afes Management’s that are investment
advisers to the various investment managementtsliamanaged within the Ares platform,
including the Funds, and are the general partneds ia many cases, limited partners of such
funds.

AREMH and its related persons are the sponsorsiargrtain cases, may also be investors in
various Funds managed by AREMH. Certain AREMH pengl may spend substantially all of
their business time on one or more of the foregéingds as required pursuant to the terms of
the relevant Governing Documents.

In the event that an investment opportunity thatEAM™ evaluates for potential investment by
its clients is an eligible investment for more thame client, it is AREMH’s policy that all
investment opportunities will, to the extent preable, be allocated among its clients on a basis
that over a period of time is fair and equitablee&zh client relative to other clients, taking into
account all relevant facts and circumstances. d&aission under Item 6 “Performance-
Based Fees and Side-by-Side Managemaive for more detail on AREMH’s allocation

policy.

Principals, officers and certain employees of ARENtBovered Persons”), members of their
families and related persons of AREMH may parti@pdirectly or indirectly as investors in
certain Funds managed by AREMH as described itGthwerning Documents of such collective
investment vehicles, which investments may be imapely negotiated transactions at varying
prices. AREMH may recommend to clients the purehassale of securities in which it, or a
Covered Person or related person thereof, hasaadial interest. In addition, AREMH permits

Page | 21




Form ADV Part 2A: Firm Brochure ARES

its Covered Persons to engage in personal sesutiiasactions, subject to compliance with its
Code of Ethics.

For a general discussion of how we address regutiimflicts of interest, see discussion under
Item 11 —*Code of Ethics”below.

Selection or Recommendation of Other Advisers

AREMH does not recommend or select other thirdypamestment advisers for its clients.
Except for Ares Management (AREMH'’s indirect pareaompany), ACM, ACM II, ACM llI,
ACREM, Ares EIF, ACLOM, AML and AMUKL, each a whgillowned subsidiary of Ares
Management, and AREMH’s related person, Ivy HillRBMH does not have business
relationships with other advisers that create amadtconflict of interest.

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 @loelé”) pursuant to Rule 204A-1 under the
Advisers Act that applies to AREMH and sets fortidnslards of business and fiduciary conduct
that the AREMH requires of Covered Persons. Thde(ds reasonably designed to minimize
actual or potential conflicts of interest betweayw@ed Persons and the interest of the AREMH,
its clients and prevent violation of federal setesi laws. The Code includes, among other
things, a) policies and procedures regarding patssecurities transactions; b) disclosure and
reporting obligations of personal securities teantions and holdings; and c) obligations for
Covered Persons to report any violations of theeQodthe Chief Compliance Officer (*CCQO”).
Any client or prospective client or investor or gpective investor in ARHEM or other client
account managed by AREMH may obtain a copy of thdeQupon request to:

Ares Real Estate Management Holdings LLC
Attn: Compliance Department
2000 Avenue of the Stars,1EZloor
Los Angeles, CA 90067

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 clients or use configmtiformation gained by reason of his or her
employment by or affiliation with Ares Managementa manner detrimental to clients. 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 clleator she must disclose to the CCO: a) any
beneficial ownership in such covered security tiebr she has or proposes to acquire; b) any
interest he or she has or proposes to acquireyrttard party account in which such covered
security is held; c) any beneficial interest in asther security that may benefit from such
proposed purchase, sale or other action; and djrdesest in or business relationship with the
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issuer of such covered security that a CoveredoReasd his or her “covered family members”
(as defined in the Code) has or proposes to acquire

The Code covers personal trading policies and plwes of all Covered Persons and their
covered family members. Under the Code, CovereddRe and their covered family members
are permitted to trade in securities for their aweounts so long as they follow the Code, which
contains certain preclearance requirements, regpméquirements and other provisions that
restrict trading by Covered Persons. Generally;dovered securities” transactions in a Covered
Person’s or a covered family member's account, @alePersons are required to obtain
preclearance approval from the Compliance Departtm@avered securities purchased by a
Covered Person or a covered family member are giysubject to a minimum holding period.
The Code also requires that all covered securti@slings and transaction information in
covered securities accounts be disclosed to thepi@mee Department. Any transactions in
securities or investments that are held by one arerslients are generally subject to a blackout
period of five business days after any client magdd in any security of that issuer. The Code’s
personal trading procedures are administered by Management's Compliance Department.
On a quatrterly basis, Covered Persons must praéport on all applicable transactions in any
covered security in which they have acquired di@ctndirect ownership and any brokerage
accounts that they or covered family members miaintan an annual basis, Covered Persons
must provide a full accounting of their coveredwsdies holdings. Lastly, Covered Persons are
required to certify that they have read and undastthe Code, and certify that they have
complied with the provisions of the Code on an ahiasis.

Other Potential Conflicts

AREMH and its related persons may, directly or through onmore entities, sell securities in
which they have a direct or indirect ownership rieg¢ to certaircollective investment vehicles
managed by AREMH in connection with certain “wane$iag” transactions, provided that the
sale is consistent with AREMH’s fiduciary obligat® to such collective investment vehicles.
Such transactions will be fully disclosed in wrgjnrand the written consent of the appropriate
Funds (which, in certain circumstances, may be igeal by acollective investment vehicle’s
advisory committee) will be obtained prior to thensummation of any such transactions in
accordance with Section 206(3) of the Advisers &atl all other applicable state and federal
securities laws.

AREMH’s principals may invest or transact with e@nt Funds managed by AREMH, as
described in the applicable Governing Documents.

Ares Management personnel may receive discounts fpooducts and services offered by
companies in which a fund or other client of Areardgement is an advisor or investor or
otherwise has interest, similar to what would begito an employee of a portfolio company. In
addition, Ares Management may engage certain offutels’ or other clients’ portfolio
companies to provide goods and services. In thetarices, Ares Management engages with the
portfolio company at an arm’s length, and the didfcompany provides the same pricing and
service levels as it would any comparable clienparchaser. In addition, before entering into
any business relationship with any fund’s or ottlent’s portfolio company, the arrangements
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are reviewed by Ares Management’s Chief Legal @ffiand Chief Compliance Officer, who
must approve each arrangement on a case-by-case bas

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.

On occasion, certain investment vehicles manageiRiyMH or one of its affiliated investment
managers may take equity or debt positions in icedssets alongside other investment vehicles
managed within other business units of Ares ManagéntSuch joint positions may create a
conflict between the participating investment védgcsuch that one investment vehicle may
experience more favorable terms than another, hemyedres seeks to structure such
arrangements in a manner that over time, is fair eguitable for all participants. Refer to the
Side-by-Side Management language above in Itent Berformance-Based Fees and Side-by-
Side Managemerit

Item 12 - Brokerage Practices

Subject to the investment objectives, policies eegdrictions of each client account as set forth
in the Governing Documents thereof, AREMH has @8onary authority to determine the type,
amount, and price of securities and investmentsetdought and sold on behalf of each client
account, including the selection of, and commissipaid to, brokers.

In certain transactions, including but not limitedinvestments in CMBS, AREMH may effect
transactions through a broker-dealer. In seledtirudker-dealers to effect transactions, AREMH
seeks to obtain best execution by considering uarfactors including, but not limited to, price
(including the applicable brokerage commission ealdr spread), size of order, timeliness and
certainty of execution, liquidity of the securitiésaded, expertise as it relates to specific
securities, counterparty risk and business reputatWhile AREMH generally seeks reasonably
competitive trade execution costs, a client acceuthtnot 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.
AREMH does not engage in soft dollar arrangements.

AREMH will not consider, in selecting or recommemglibroker-dealers, whether it will receive
client referrals.

AREMH does not permit clients to direct brokerage.
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Trade Aggregation

To the extent AREMH invests in securities instrutsdor its client accounts, it may aggregate
orders. Under AREMH’s policy respecting aggregatioh orders, orders for the same
investment, including acquisition and dispositioansactions, entered on behalf of more than
one client may be aggregated (i.e., blocked or bed; subject to the aggregation being in the
best interests of all participating clients. Thede order must indicate the amount or percentage
of the trade intended to be allocated to each qpatiing client. If the final allocation differs
from the initially indicated allocation or is noliacated on a pro rata basis for partially filled
orders, except in the case of de minimis changdébkearallocations, a written rationale must be
provided in the allocation statement.

Item 13 - Review of Accounts

Review of Client Accounts

AREMH monitors all portfolio investments on behaffeach client account on an ongoing basis.
Investments are reviewed in the context of eaamtlaccount’s (i) adherence to the investment
objectives and guidelines as set forth in its Gowgy Documents and (i) investment
performance. Subsequent to an investment, eactiqqos monitored on an ongoing basis by at
least one investment professional. The monitoningy include ongoing dialogue with a
borrower's management, property management perkolgasing agents, financing sources,
rating agencies, competitors, and other industiyces. In addition, a client’s investments as
well as a client’s overall performance and adhegendts investment mandates and restrictions
are monitored on an ongoing basis by senior investnprofessionals, including portfolio
managers.

Reports to Clients

AREMH provides periodic reports to investors in Bsiit manages as required by the applicable
Governing Documents. Investors in such Funds sheefdr to the applicable Governing
Documents for further information regarding theaymnd substance of the reports provided to
such investors.

The Governing Documents of, or U.S. federal seiesriiaws applicable to, Funds managed by
AREMH require annual audited financial statementdé¢ distributed to the investors in such
Funds. Furthermore, AREMH also generally providesaqgoeriodic basis (typically, quarterly),
unaudited performance and financial reports writteinvestors in such Funds. In connection
with the delivery of such periodic reports, AREMHaynbe required by investors in certain
Funds managed by AREMH to make the appropriateopees available to present the reports
and answer questions in respect thereof, or to naakhtional reasonable presentations and
reports.

AREMH distributes federal income tax-related scheslltand information to investors, where
applicable, and provides certain other reports amalyses to investors and potential investors
upon request.
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Item 14 - Client Referrals and Other Compensation

Economic Benefits Received from Third Parties

In connection with investments made by certainntleccounts, AREMH or its related persons
may receive commitment, structuring, monitoring asttler transaction fees from portfolio
investments in which AREMH and client other accsumiay invest or propose to invest. The
potential for AREMH and its related persons to neeesuch economic benefits may create
conflicts of interest as AREMH and its related pes may have economic incentives to invest
in portfolio investments that provide such benefit® mitigate potential conflicts, such benefits
received by AREMH in connection with its serviceslated to portfolio companies or
transactions are generally offset against adviteey payable by the related client account.

Third Party Compensation for Client Referrals

Any of the Funds managed by AREMH may incur salearges to compensate unaffiliated
broker-dealers who assist in obtaining subscrigtiofihe sales charge may be payable by
investors, one or more of such Funds, the generdhgr (or equivalent thereof) of a collective
investment vehicle, AREMH or a combination therdafaddition, AREMH may compensate
third parties who refer prospective or actual inwesto any Funds managed by AREMH.

Certain of the solicitors or placement agentszddi to market the Funds managed by AREMH
as well as individuals employed by such solicitorplacement agents, may from time to time
invest in one or more such Funds and may not payay reduced, advisory fees with respect to
their investment(s) in such Funds. In addition,EARH may transact client orders through

broker/dealers that also act as solicitors or pleeae agents for its Funds.

AREMH endeavors at all times to put the interestsit® client accounts first as part of
AREMH'’s fiduciary duty. Nevertheless, the recegptcompensation by placement agents and
the potential receipt of brokerage commissions tmkér-dealers create potential conflicts of
interest and may affect the judgment of placemay@nts and broker-dealers when making
referrals to Funds managed by AREMH. Moreovereptal conflicts of interest may arise
between the interests of such Funds in obtainisg faéce and execution and AREMH’s interest
in receiving future referrals to such Funds fromtaia broker-dealers. AREMH addresses these
potential conflicts of interest by seeking to obthest execution by considering factors set forth
in the sub-section titletBrokerage Practices”above.

AREMH will not compensate any placement agentsadiciors for an introduction to, or to
influence any investment decision making processoimection with, any potential U.S. public
pension fund clients or investors. AREMH may engagé 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 AREMH’s general policy to not have physicalstody of any client assets. However,
AREMH may be deemed to have custody of the asdatertain Funds it manages because of
the authority it or a related party has over suahds or their assets. It is AREMH’s policy

Page | 26




Form ADV Part 2A: Firm Brochure ARES

generally to cause each Fund with assets over WkiRlBMH is deemed to have “custody” to be
audited annually and to distribute audited finahsiatements, prepared in accordance with U.S.
generally accepted accounting principles (*GAAR®)jnvestors no later than 120 days after the
end of each fiscal year (180 days if the cliend i§und of funds”). In addition, upon the final
liquidation of any such collective investment védjcAREMH will obtain a final audit and
distribute audited financial statements preparedcecordance with GAAP with respect to such
Fund to all investors promptly after completiortioé audit.

In the alternative, where AREMH is deemed to hav&ady of a client account solely due to its
ability to withdraw client funds to pay its advigdiees, AREMH 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 investor ientcland AREMH urges all clients and
investors to compare the reports they receive #BREMH to the statements they receive from
their custodians. Any issues or discrepanciesldimicommunicated to AREMH promptly.

Item 16 - Investment Discretion

Subject to the investment objectives, policies aagdrictions of each client account managed by
AREMH, as set forth in the Governing Documents ¢bér AREMH may have discretionary
authority to determine the type, amount and pricgegurities and investments to be bought and
sold on behalf of each such Fund, including thedEn of, and commissions paid to, broker-
dealers.

Item 17 - Voting Client Securities

Client accounts managed by AREMH may infrequentguére voting securities. In instances
where a client account owns equity securities inctvlit has the right to vote via shareholder
proxy (each a_*Voting Security”), AREMH generallgtains proxy voting authority with respect
to these Voting Securities. Ares Management hampted and implemented written Proxy
Voting Policies and Procedures (“Proxy Voting Prhaes”) that are applicable to its affiliates,
including AREMH, and are designed to reasonablyienthat AREMH votes proxies in the best
interests of its advisory clients for whom AREMHshadting authority.

The Proxy Voting Procedures describe the posit®R&EMH generally takes in voting proxies
on particular issues and require AREMH to keepmxwvith 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 AREM#tats affiliates, and those of one or more
clients of AREMH, AREMH, 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;
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 AREMH provides investment advice to an officer anedtor of an issuer and AREMH
receives a proxy solicitation from that issuer;

* an issuer or some other third party offers AREMHaor employee, officer, director,
partner or member of Ares Management (an “Assdfiaempensation in exchange for
voting a proxy in a particular way;

e an Associate or a member of an Associate’s houdehat a personal or business
relationship with an issuer;

» an Associate has a beneficial interest contrathegposition held by AREMH on behalf
of its clients;

 AREMH holds various classes and types of equity @elot securities of the same issuer
contemporaneously in different client portfolios; o

» any other circumstance where AREMH’s duty to senits clients’ interest could be
compromised.

AREMH will not delegate its voting authority to ankird 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 AREMH voted client proxies by contacting Areamhgement’s Compliance Department at
(310) 201-4100.

Item 18 - Financial Information
Not Applicable.
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