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The information in this preliminary prospectus is not complete and may be changed. These securities ynzot be sold until the
registration statement filed with the Securities ad Exchange Commission is effective. This prelimingrprospectus is not an offer to sell
nor does it seek an offer to buy these securities any jurisdiction where the offer or sale is not prmitted.

SUBJECT TO COMPLETION, DATED SEPTEMBER 14, 2011

PROSPECTUS

Shares

)

() ARES

Ares Commercial Real Estate Corporation

Common Stock

Ares Commercial Real Estate Corporation is a ne@sdyanized specialty finance company focused onraing, investing in and managing middle-markenaotercial real estate loans and
other commercial real estate-related investmeneswill be externally managed and advised by Aresi@ercial Real Estate Management LLC, or our Mana@ar Manager is an affiliate
of Ares Management LLC, a global alternative assatager that had approximately $41 billion of te@inmitted capital under management as of Jun2CgQ,.

Concurrently with the completion of this offeringe will acquire a portfolio of recently originatedmmercial real estate loans currently held bybsisliary of Ares Investments

Holdings LLC, an affiliate of Ares Management LLi@,exchange for shares of oungmn stock (assuming an initial public offeringgeriof $ per share).

This is our initial public offering and no publicarket currently exists for our common stock. Weaffering shares of our commtock as described in this prospectus. We
expect the initial public offering price of our camn stock will be $ per share. We will gp list our common stock on the New York StoclcBange, or NYSE, under the symbol
"ACRC."

We are incorporated in Maryland and intend to edext qualify to be taxed as a real estate invedtimest for U.S. federal income tax purposes, dEI'R" commencing with our taxable y¢
ending December 31, 2011. To assist us in quafifgima REIT, among other purposes stockholderg@éneill be restricted from owning more than 9.8&evalue of our outstanding
capital stock or 9.8% in value or number of shandschever is more restrictive, of the outstandshgres or any series of our stock. In addition,obarter contains various other restrictions
on the ownership and transfer of our common st8ele. "Description of Capital Stock — Restrictions@mnership and Transfer."

Investing in our common stock involves risks. SeeRisk Factors" beginning on page 21 of this prospeuas for a
discussion of the following and other risks:

. We have no operating history and may not be abigévate our business successfully or generatieisuff cash flow to make or sustain distributioo®trr stockholders.

. There are various conflicts of interest in our tieleship with our Manager and Ares Management Lhé&t tould result in decisions that are not in testlinterest of our
stockholders.

. We are dependent on our Manager and its key peesémmour success and upon their access to thestment professionals of Ares Management LLC. Wy noa find ¢
suitable replacement for our Manager if our managgragreement is terminated, or if such key pemlommninvestment professionals leave the employroéotr
Manager or Ares Management LLC or otherwise beconavailable to us.

. Our failure to qualify or remain qualified as a REh any taxable year would subject us to U.S. fakde@come tax and potentially state and local saxehich would
reduce the cash available for distribution to daclkholders.

. Maintenance of our exemption from registration urttie Investment Company Act of 1940 and our REl@lification impose significant limits on our opéoas.

Per Share Total
Initial price to public $ $
Underwriting discounts and commissic $ $
Proceeds, before expenses, to Ares CommercialEtaie Corporatio $ $
We have granted the underwriters a 30-day optigrutohase up to an additional areh of common stock from us at the initial publiering price less the underwriting discount

if the underwriters sell more than shares of common stock in this offering.

None of the Securities and Exchange Commission, astate securities commission, or any other regulatg body has approved or disapproved of these sectigs or determined if
this prospectus is truthful or complete. Any repregntation to the contrary is a criminal offense.

The underwriters expect to deliver the shares aabout , 201



Wells Fargo Securities Citigroup BofA Merrill Lynch  J.P. Morgan

Prospectus dated , 2011.
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You should rely only on the information contained in this prospectus. We have not, and the underwritexr have not, authorized
any other person to provide you with different or alditional information. If anyone provides you with different or additional
information, you should not rely on it. We are not,and the underwriters are not, making an offer to ell these securities in any
jurisdiction where the offer or sale is not permitied. You should assume that the information appearmin this prospectus is accurat:
only as of its date or on the date or dates whichra specified herein. Our business, financial conditn, liquidity, results of operations
and prospects may have changed since those dates.
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SUMMARY

This summary highlights some of the informatiothia prospectus. It does not contain all of theinfation that you should consider
before investing in our common stock. You showdd &refully the more detailed information set fiounder "Risk Factors" and the other
information included in this prospectus. Except sghthe context suggests otherwise, the terms "ACIRE,"Company,"” "we," "us," and "our"
refer to Ares Commercial Real Estate Corporatioharyland corporation, together with its consoliddtsubsidiaries; our "Manager" refers
to Ares Commercial Real Estate Management LLC, laizere limited liability company, our external mayea and an affiliate of Ares
Management; "Ares Management" refers to Ares Mamege LLC, its subsidiaries and its affiliated inwaent vehicles (other than us a
portfolio companies of its affiliated investmentigtes) and "Ares Investments"” refers to Ares Itmests Holdings LLC, an affiliate of Ar
Management and indirect owner of the "Initial Pofith," a portfolio of recently originated commertigal estate loans that we will acqui
concurrently with the completion of this offeriténless indicated otherwise, the information in ghiespectus assumes (a) the common stc

be sold in this offering will be sold at $ per share, (b) sempof common stock (assuming an initial publicroféeprice
of $ per share) will be received by #\hevestments as consideration for the acquisitibtine Initial Portfolio, and (c) the underwriters
will not exercise their overallotment option to pbase up to an additional shares of our common stock.

Our Company

Ares Commercial Real Estate Corporatioa hewly organized specialty finance company fedus originating, investing in and
managing middle-market commercial real estate l@aasother commercial real estate, or "CRE-," eglatvestments. We intend to target
borrowers whose capital needs are not being méeimarket by offering customized financing solnsoWe will implement a strategy focu:
on direct origination combined with experiencedtfmio management through our Manager's rated pyraad special servicer to meet our
borrowers' and sponsors' needs. We will commeneeatipns upon completion of this offering and tbaaurrent acquisition of our Initial
Portfolio.

Upon completion of this offering, we wéitquire a portfolio of recently originated CRErsaor the Initial Portfolio, from Ares
Investments, an affiliate of Ares Management. Tiigdl Portfolio will consist of investments with an aggregate principal
amount of $ million with weighted agge pricing, at par, of 30-day LIBOR (i.e., the Hon Interbank Offered Rate) plus % and
weighted average maturity of years.

We will rely on our Manager to providewith investment advisory services pursuant tot#ms of a management agreement. Our
Manager was formed in 2011 as an affiliate of Aviesagement, a global alternative asset managesB&dregistered investment adviser with
approximately $41 billion of total committed capiteader management as of June 30, 2011.

Our Investment Strategy

Our investment objective is to generdtimetive risk-adjusted returns for our stockhotdgrrimarily through dividends and distributions
and secondarily through capital appreciation. Wefacused on originating, investing in and managingtomized CRE loans and other CRE-
related investments ranging in size from $15 millio $100 million, which we refer to as "CRE middfarket" financings. We believe the
availability of capital in the CRE middle-marketlimited and that borrowers and sponsors have thatgst need for customized solutions in
this segment of the market. We intend to provideadoans (including A-Notes) that are secureddRE properties, subordinated mortgage
loans (including B-Notes and mezzanine loans) dhdrdCRE investments. To act as a single "one dtoahcing source, we may provide our
customers one or more of these products as a cizstdm
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financing solution. We collectively refer to suadmgr and subordinated mortgage loans and other i@REStments as our "target investmer

We will focus primarily on directly origating our target investments, which will allowtos

. take a more active role in underwriting and strriofyiinvestments

. have direct access to our customers' managemens tad enhance our due diligence process,
. have meaningful input into our customers' pro foragital structures,

. actively participate in negotiating transactiorcprg and terms, an

. generate structuring and origination fe

Our direct origination strategy will gius the flexibility to originate a broad and flebalproduct that meets the specific needs of our
customers and drives portfolio composition in resmoto changing market conditions. We expect thatManager will opportunistically adjust
our asset allocation, with the proportion and typleisivestments changing over time depending on\damager's views on, among other thir
the then existing economic and credit environmBated on current market conditions, we expect tikatour Initial Portfolio, the majority of
our investments will be senior mortgage loans diyeariginated by us and secured by cash-flowingpgrrties located in the United States.
These investments will typically pay interest aesathat are determined periodically on the basisfoating base lending rate, primarily
LIBOR plus a premium and have an expected durdt@ween two and four years.

QOur Initial Portfolio

Upon completion of this offering, we wéitquire our Initial Portfolio, a portfolio of renty originated CRE loans owned by ACRC
Holdings LLC, a subsidiary of Ares Investmentspfied in September 2011. We will consummate the aidopr of our Initial Portfolio by
acquiring ACRC Holdings LLC via a merger. Pursu@ante merger, Ares Investments will receive anregate

of sharesaf common stock having an aggregate assumed ghhgproximately $ million (assuming a
initial public offering price of $ pshare).
In addition, in connection with the laitPortfolio acquisition, we will assume (1) a $ million secured funding facility, or the

"Wells Fargo Facility,” to be arranged by Wells gg@Bank, National Association or an affiliate, ® dised for originating qualifying senior
commercial mortgage loans and A-Notes; and (2) a$  million secured funding facility, dre "Citibank Facility," to be arranged by an
affiliate of Citibank, N.A. to be used for origimag qualifying senior commercial mortgage loans AndNotes.

Our Manager and Ares Management

We will be externally managed and advisg@ur Manager pursuant to the terms of a manageaggeement. Our Manager will be
responsible for administering our business acéigiind day-to-day operations and providing us pec@ive management team, investment
team and appropriate support personnel.

Our Manager is an affiliate of Ares Maeagent, a global alternative asset manager andeegisinvestment adviser founded in 1997
of August 31, 2011, Ares Management had approximdf0 employees in over a dozen offices worldwideluding over 200 investment
professionals with significant experience in CREvate debt, capital markets, private equity, tngdand research. We believe that the
significant experience of our Manager and Ares M@naent's investment professionals, our Manageckgoaund in developing customized
financing solutions for CRE middle-market borrowarsl our Manager's efficient and comprehensiveittoederwriting process position us to
be a preferred lender for borrowers seeking flexbRE middle-market financing. As of June 30, 204res

2
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Management managed $41 billion of committed capitabehalf of large pension funds, banks, insuraecepanies, endowments, public
institutional and retail investors and certain higtt worth individuals.

The following chart shows the structunel &arious investment strategies of Ares Management

Ares Management LLC

Ares Capital Markets Group Ares Private Equity Group
Semior secured bank oans, high yield Self~originared debi lnvestmenis in Coniral-arierted private eqidty
banrds, distressed debt and other fived milddle-marker conpenles and middle-market commercial || investmenis in groveh, rescae and
fncante investmemnis Feal et Gsseis de-leveraging sttwatfony
Subproups
Long Cnly Altermative U.s Commercial European MNaorth
Cormporate Corporate Pr.“_.“'_ i:h't‘ﬂ Real Estate Private Debt \Im-ri Asia
Credit Credit e Group (Corporate) i
Commiticed
Capitalasaf | ¢y 5 Billion 55 Rillion 514 Billion 51 Billion* 51 Rillion 56 Billion
June 30, 2011
Team E -+ E
3% Investment Professionals 127 Investment Professionals A0 Investment Professionals
* Pro forma for the August 2011 acquisition, referteds the "Wrightwood transaction," of the investrinand asset managem

platform of Wrightwood Capital LLC, referred to ‘a&rightwood."

Ares Management is organized around thrigeary investment strategies: Private Debt, Gapitarkets and Private Equity. Ares
Management's senior principals possess an avefaggpmximately 20 years of experience in CRE, faged finance, private equity, distres
debt, investment banking and capital markets aadacked by a large team of highly disciplined pssfonals. We believe that our Manager's
access to the insights of Ares Management's invargtprofessionals in the Private Debt, Capital Mésland Private Equity Groups will
provide us with a breadth of market knowledge tifierentiates us from many of our competitors. Manager has adopted Ares
Management's rigorous investment process thatssdapon an intensive, independent financial arslysth a focus on preservation of
capital, diversification and active portfolio maeagent.

Our Manager will work closely with othevestment professionals in the Ares Private Defou@, which as of June 30, 2011, had
approximately $16 billion of total committed capiteader management (pro forma for the Wrightwoashsaction). The Ares Private Debt
Group includes an origination, investment and ptidfmanagement team of approximately 55 U.S.-basesstment professionals focused on
investments in the "corporate middigarket,” which the Ares Private Debt Group defiae€ompanies with annual earnings before intetas
depreciation and amortization, or EBITDA, betwed® $illion and $250 million. The Ares Private D&htoup primarily focuses on the direct
origination of non-syndicated first and second Bemior loans and mezzanine debt in the corporatdleamarket. The Ares Private Debt
Group also manages Ares Capital Corporation, os Aapital, a publicly traded specialty finance campwith approximately $13 billion in
total committed capital under management as of 30n2011. We expect to leverage the Ares Privatet Broup's skill and experience
managing a public company and Ares Managementsstov and lender relationships as we operate thep@oy and increase scale.

As of August 31, 2011, our Manager hadréd billion of total committed capital under mgaeeent in CRE-related investments and an
origination, investment and portfolio managemeatteonsisting of approximately 35 experienced itmest professionals and approximately
10 administrative professionals, including legad éinance professionals. This team is led by theose

3
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investment professionals of the Ares Commercial Estate Group, a subgroup of the Ares Private Bbup, and has significant experience
directly originating, underwriting, financing, antinaging CRE middle-market loans and other CREe@lassets throughout various market
cycles.

Market Opportunity

We believe that the U.S. CRE marketscareently in the initial stages of a recovery fréme severe economic downturn that began in
2007. Following a dramatic decline in CRE lendin@D08 and 2009, debt capital has become morelyeadiilable for select stabilized, high
guality assets in certain locations such as gateiteg, but remains limited for many other typépmperties and locations. For example, we
currently anticipate a high demand for customizebtdinancing from borrowers or sponsors who aokileg to refinance indebtedness that is
maturing in the next two to five years or are seglshorter-term debt solutions as they repositi@ir properties. In addition, we believe the
uncertainty surrounding multifamily mortgage finanmoay provide us incremental lending opportunitiethe future as Congress considers
restructuring Fannie Mae and Freddie Mac, who heen the most significant sources of multifamilyptdeapital in recent years.

We believe that as a result of the af@etioned economic downturn and the subsequent bam&gulatory reform, a number of lenders
and finance companies who traditionally served@R&E middle-market, are burdened with legacy paddfisisues, balance sheet constraints or
have otherwise exited the market. In particularaléen and regional banks who represented a larggopmf the CRE market prior to the
downturn, have sharply curtailed their CRE lendastjvities. We believe that this decreased comipatitill create a favorable investment
environment for the foreseeable future. We als@belthat we are well positioned to capitalize loa ¢xpected demand generated by the
estimated $1.7 trillion of CRE debt maturing betw@811 and 2015 (according to Foresight Analytgsited by Deloitte & Touche LLP in
their publicationCommercial Real Estate Outlook: Top Five Issue0ibl).

Competitive Advantages
We believe that we will have the followinompetitive advantages in originating and acggidassets for our investment portfolio:
The Ares Management Platform

We intend to leverage Ares Managememtansive credit-focused culture and investmentfqiat that have contributed to its reputation
as a leading corporate credit manager. We beliees Management's existing investment platform plesius with extensive access to capital
markets relationships, deal flow and an establisheelstment evaluation process, as well as in-defattket information, company knowledge
and industry insight that should benefit our inuesht and due diligence process. Furthermore, ircgayand analyzing our investments, we
will benefit from access to Ares Management's sii&l portfolio of investments in over 1,000 comies across over 30 industries and its
extensive network of relationships focused on n@ddiarket companies, including management teams berenof the investment banking
community, private equity groups and other investinfiems with whom Ares Management has long-tertatienships. We will also benefit
from Ares Management's experience managing a pabfigpany and its well-developed infrastructure asoperate the Company and increase
scale.

Seasoned Management Team with Significant Real EdtaExperience

Our Manager's senior investment profesd®have extensive experience investing in arahfimg CRE across market cycles over the
last two decades. In particular, our senior investnprofessionals have substantial experienceeittect origination, structuring and
ownership of investments to provide attractive mesuvithout exposing investors to an inapproprietel of risk. Over the course of their
careers such individuals have been part of teaatshtve invested, owned or
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managed over $10 billion of CRE investments. Onicgananagement team also has significant expegieperating and building public and
private companies, including real estate and sfigdinance companies, and has demonstrated itgyatai obtain access to public and private
credit and equity capital throughout various madyetes.

National Direct Origination Platform

Our Manager employs a nationwide tearsenfior investment professionals who have an aveyhgpproximately 20 years in the
origination and credit underwriting of CRE loanse\kelieve having a network of experienced loaniogigrs in key local markets such as
Dallas, Chicago, New York, Orange County and Logdas enhances our focus on fundamental marketradit analyses that emphasize
current and sustainable cash flows. We believeitsight, together with the deal flow to be proxdde®y such originators will enable us to
originate loans with proper riskdjusted return profiles. We also believe our matiglatform of originators helps us maintain relaships witt
our borrowers and their sponsors, which can leddttoe or repeat business.

Established Portfolio Management Functions

Our Manager currently acts as portfoliaager for over $1 billion of CRE-related investitsemcluding senior and subordinated loans.
These portfolio management activities include priyrend special servicing functions performed byrdW@ experienced professionals throu
servicing subsidiary, Ares Commercial Real EstaeviSer LLC, a Standard & Poor's rated primary apecial loan servicer. We actively
monitor and manage our investments from originattopayment or maturity. Our active portfolio maaagent, which includes the use of our
special servicing subsidiary, will allow us to essand manage the risk in our portfolio more adelyrabuild and maintain strong relationships
with borrowers and their sponsors, control costsemsure operational control over our investments.

Flexible "One Stop" Transaction Structuring

While maintaining our focus on credit aigk assessment, we plan to be flexible in stmirtpinvestments, including the types of assets
that we originate or invest in, and the terms assed with such investments. We expect to leversgs Management's experience investing
across a capital structure and its "buy and hotdibpophy, which enhances our ability to provideéstop" financing and to tailor an
investment to meet the specific needs of a borroWer believe that having flexibility with our traaxgtion structuring, while maintaining our
underwriting standards, rigorous investment appgraad target investment and market focus, will esbkaour competitive position in the CRE
middle-market by providing a strong value propasitio borrowers seeking financial solutions thatred typically be provided by traditional
"senior only" or "mezzanine only" lenders or théeseders intending to securitize the underlying stagent. Our ability to tailor investments
will in turn allow us to drive increased earningsaugh premium pricing on a risk-adjusted basistiarmore, we believe that this flexible
approach, coupled with Ares Management's markéiiliig and sourcing capabilities, will enable oMianager to identify attractive investment
opportunities throughout economic cycles and acadssrrower's capital structure, and allow us t&enavestments consistent with our stated
investment objective.

Middle-Market Focus

We believe that we will be one of the fagtive capital providers operating nationally tfeetuses on the CRE middle-market and has the
benefit of a quality asset manager such as Aresallement and its affiliates. We believe the avdilglof capital in the CRE middle-market is
limited and borrowers and sponsors have the greag¢esi for customized solutions in this segmenhefmarket. Our access to a permanent
capital base will assist us in growing our busiresd allow us to maintain a consistent presentleeémmarket across economic cycles, which
provides us with a competitive
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advantage over fund managers or other finite fifeestment vehicles pursuing investment opportunitithe CRE middle-market. We also
believe the expected pace of CRE debt maturitiestes a strong driver of demand for CRE middle-etddans in the short to medium term.
Based on our Manager's experience, we believenmbare well positioned to take advantage of thisketzopportunity.

Our Financing Strategy

Subject to maintaining our qualificatias a real estate investment trust for U.S. fedecalme tax purposes, or a "REIT," and our
exemption from the Investment Company Act of 19#the "1940 Act,” we initially expect to finandeetorigination or acquisition of our
target investments, to the extent available tahusugh the following methods:

. one or more secured funding facilities, includihg Wells Fargo Facility and the Citibank Facilityhich we will assume in
connection with the acquisition of our Initial Fotio;

. other lending facilities and other sources of pevinancing; and

. capital markets offerings of equity or debt sedesibf us or of our controlled finance vehicles.

In the future, we may utilize other sagof financing to the extent available to us.

Leverage

We intend to use prudent amounts of kegerto increase potential returns to our stockhsldeo that end, subject to maintaining our
qualification as a REIT and our exemption from ségition under the 1940 Act, we intend to use lwimgs to fund the origination or
acquisition of our target investments. Given currearket conditions and our focus on first or semrtgages, we currently expect that such
leverage would not exceed, on a debt-to-equityshasil-to-1 ratio.

Investment Guidelines

We currently intend to adhere to thedadihg investment guidelines:

. our investments will be in our target investments;
. no investment will be made that would cause usildd qualify as a REIT
. no investment will be made that would cause usgrad our subsidiaries to be required to be registas an investme

company under the 1940 Act;

. pending indication of appropriate investments intanget investments, our Manager may invest oailale cash in intere-
bearing, short-term investments, including moneykaiaaccounts or funds, commercial mortgage baskedrities, or CMBS,
or corporate bonds, that are consistent with ow@niton to qualify as a REIT; and

. all investments require the approval of our Managgnderwriting and Investment Committees, eachtdth are furthe
described below.

These investment guidelines may be chéifrgen time to time by our board of directors with@ur stockholders' consent. In addition,
our Manager will not be subject to any limits ooportions with respect to the mix of target investits that we will acquire other than as
necessary to maintain our qualification as a REId aur exemption from registration under the 1940 A

Our Manager's Underwriting and Investment Committees

Our Manager will have an Underwriting Quittee and an Investment Committee. The Undervgi@ommittee will provide the first
level of review in the investment process, vetiimgestment opportunities presented to it by our 8ger's senior investment professionals,
before referring those that it approves to the stiwent Committee for further review.
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The Investment Committee will provideegsnd level of review in the investment proces#ing investment opportunities presented to
it by the Underwriting Committee. Its duties wilka include reviewing our investment portfolio dtslcompliance with our investment
guidelines described above at least on a quathadis or more frequently as necessary. The Invest@@mmittee includes CRE professionals
and adds cross-disciplinary strength by also sgatim-real estate investment professionals of Masagement.

Risk Management

As part of our risk management strategy, Manager will closely monitor our portfolio aadtively manage the financing, interest rate,
credit, prepayment and convexity (a measure os#msitivity of the duration of a debt investmenti@anges in interest rates) risks associated
with holding a portfolio of our target investments.

Portfolio Management

Our Manager's portfolio management ati¢igiwill provide not only investment oversighttlalso critical input into the origination and
acquisition process. Ares Management's portfolioagament process creates value through carefudtimeat-specific market review,
enforcement of loan and security rights, and tinedgcution of disposition strategies. In additioa; Manager will seek to leverage Ares
Management's research insights into macroeconaaiting indicators.

Interest Rate Hedging

Subject to maintaining our qualificatias a REIT, we intend to engage in a variety ofr@gerate management techniques that seek, on
the one hand to mitigate the economic effect arigt rate changes on the values of, and returrsoare of our assets, and on the other hand
help us achieve our risk management objectives.

Market Risk Management

Because we will invest in senior commaroiortgage loans and other debt investments, imesg losses from prepayments, defaults,
interest rate volatility or other risks can mearfitly reduce or eliminate funds available for distition to our stockholders. To minimize the
risks to our portfolio, we intend to actively emplportfolio-wide and asset-specific risk measurenzem management processes in our daily
operations.

Credit Risk Management

While we will, through our investmentattrgy, seek to limit our credit losses, there cand assurance that we will be successful. We
seek to manage credit risk through our due diligggrocess prior to origination or acquisition ameutgh the use of non-recourse financing,
when and where available and appropriate.
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Our Structure
We were organized as a Maryland corponatin September 1, 2011.

The following chart shows our structufieiagiving effect to this offering on a fully diled basis (assuming no exercise by the
underwriters of their overallotment option) and aaqguisition of the Initial Portfolio.

Public Stockholders Arei i s Holdings Ares Mansgement LLC*
Cotmmon Stock Cammon Sisck
[ | %)
l L 2
. Manageiment Ares Commercial Real
Ares Commercial Real b ik p|  Estate Mamagement LLC
Estate Corporation

Ares Commercial Real Ares Commercial Real
Estafe Servicer LLLC Estale Manager LLC

*AfTiliated companies

Management Agreement

We will be externally managed and advisg@ur Manager, which is an affiliate of Ares Mgement. We expect to benefit from the
personnel, infrastructure, relationships and expee of our Manager and its affiliates to enhaheegrowth of our business. Each of our
officers is an employee of our Manager or one oéffiliates. We do not expect to have any emplsye®l we will rely completely on our
Manager to provide us with investment advisory mes. Our Manager is not obligated to dedicatecamtain employees exclusively to us, nor
is it or its employees obligated to dedicate argcHx portion of their time to our business.

We will enter into a management agreemaitt our Manager effective upon the completionito$ offering. Pursuant to the managernr
agreement, our Manager will implement our busirstisgtegy and perform certain services for us, stibgeoversight by our board of directors.
Our Manager will be responsible for, among otheredy (a) performing all of our day-ttay functions, (b) determining our investment &g
and guidelines in conjunction with our board ofgtors, (c) sourcing, analyzing and executing itnmests, asset sales and financing, and
(d) performing portfolio management duties. In &ddi, our Manager will have an Investment Committes will oversee compliance with c
investment strategy and guidelines, investmenf@artholdings and financing strategy.

The initial term of the management agreetnwill end three years after the completion ¢ tffering, with automatic one-year renewal
terms that end on the applicable anniversary ottmepletion of this offering. Our independent dices will review our Manager's performa
annually and, following the initial term, the maeagent agreement may be terminated annually upoaftinmative vote of at least two-thirds
of our independent directors based upon: (a) ourddar's unsatisfactory performance that is matgd&trimental to us; or (b) our
determination that the management fees payablerttanager are not fair, subject to our Managégistto prevent termination based on
unfair fees by accepting a reduction of manageriesst agreed to by at least two-thirds of our indépat directors. We will provide our
Manager with 180 days' prior notice of such a teation. Upon such a termination, we will pay ourndger a termination fee equal to three
times the average annual base management fee @diue fee received by our Manager during the 2#timperiod prior to the termination,
each as described in the table below. We may afsainate the management
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agreement at any time, including during the initéan, for cause without payment of any terminafe During the initial three-year term of
the management agreement, we may not terminat@dhagement agreement except for cause. Our Mansgeterminate the management
agreement if we become required to register asastment company under the 1940 Act, with suahiteation deemed to occur immediately
before such event, in which case we would not haired to pay our Manager a termination fee. Ounagger may also decline to renew the
management agreement by providing us with 180 dayséen notice, in which case we would not be iiegplito pay a termination fee. Our
Manager is entitled to a termination fee upon teation of the management agreement by us withaugecar termination by our Manager if
we materially breach the management agreement.
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The following table summarizes the feeqense reimbursements and other amounts that veruriay pay to our Manager or its

personnel:

Type
Base management fe

Description
1.5% of our stockholders' equity per annum arndutated and payable quarterly in arrears. For
purposes of calculating the management fee, oaklstdders' equity means: (a) the sum of (i) the net
proceeds from all issuances of our equity secsrgtince inception (allocated on a pro rata daikig
for such issuances during the fiscal quarter of@amgh issuance), plus (ii) our retained earningbe
end of the most recently completed calendar quéstighout taking into account any non-cash equity
compensation expense incurred in current or pioiogs); less (b) any amount that we pay to
repurchase our common stock since inception. &t @kxludes (x) any unrealized gains and losse
other non-cash items that have impacted stockhslldgquity as reported in our financial statements
prepared in accordance with accounting principtsegally accepted in the United States, or GAAP,
and (y) one-time events pursuant to changes in GAAR certain non-cash items not otherwise
described above, in each case after discussiongértour Manager and our independent directors
and approval by a majority of our independent doex As a result, our stockholders' equity, for
purposes of calculating the management fee, cailgrater or less than the amount of stockholders
equity shown on our financial statements. The Ipageagement fee is payable quarterly in arrears.
We expect the base management fee to be paid tdanmger in the first four quarters following
completion of this offering and the concurrent aste of shares of our common stock in connection
with the acquisition of our Initial Portfolio (inetling any partial quarter immediately following
thereof) to be approximately $ milli@ssuming (i) the maximum number of shares of
common stock registered are sold in this offerind a shares of our common stoek ar
concurrently issued to Ares Investments as coraiider for the acquisition of our Initial Portfolio
and (ii) we do not effect any follc-on equity offerings during such peric
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Type

Incentive fee

Description
Our Manager will be entitled to an incentive feg¢hariespect to each calendar quarter (or part tifu
that the management agreement is in effect) iraesri@ cash. The incentive fee will be an amount,
not less than zero, equal to the difference betim@drnthe product of (i) 20% and (ii) the differenc
between (A) our Core Earnings (as defined below}He previous 12-month period, and (B) the
product of (1) the weighted average of the issimepyer share of our common stock of all of our
public offerings multiplied by the weighted averagenber of all shares of common stock
outstanding (including any restricted stock urdtsy restricted shares of common stock and other
shares of common stock underlying awards grantedemour 2011 Equity Incentive Plan as further
described below) in the previous 12-month period, &) 8%; and (b) the sum of any incentive fees
paid to our Manager with respect to the first theakendar quarters of such previous 12-month
period;provided, however, that no incentive fee is payable with respecrty calendar quarter
unless Core Earnings for the 12 most recently cetaglcalendar quarters is greater than :

"Core Earnings" is a non-GAAP measure and is ddfasGAAP net income (loss) excluding non-
cash equity compensation expense, the incentivelfg@eciation and amortization (to the extent that
we foreclose on any properties underlying our taigeestments), any unrealized gains, losses or
other non-cash items recorded in net income fop#red, regardless of whether such items are
included in other comprehensive income or losé oet income. The amount will be adjusted to
exclude one-time events pursuant to changes in GawPcertain other non-cash charges after
discussions between our Manager and our indepewditectors and after approval by a majority of
our independent directot

For purposes of calculating the incentive fee pidathe completion of a 12-month period following
this offering, Core Earnings will be calculatedamannualized basi
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Type

Expense reimbursemen

Termination fee

Equity Incentive Plan

Description
We will reimburse our Manager at cost for operagngenses related to us that are incurred by
Manager, including expenses relating to legal,rfaial, accounting, servicing, due diligence and
other services. Our reimbursement obligation issodfject to any dollar limitation. Expenses will be
reimbursed in cash on a monthly basis. We willneghburse our Manager for the salaries and other
compensation of its personnel, except for the abtes share of the salaries and other compensait
our (a) Chief Financial Officer, based on the petage of his time spent on the Company's affairs
and (b) other corporate finance, tax, accountimgrnal audit, legal, risk management, operations,
compliance and other non-investment professionaqmel of our Manager or its affiliates who
spend all or a portion of their time managing dfilies based on the percentage of their time spa
the Company's affairs. We may be required to paypoarata portion of rent, telephone, utilities,
office furniture, equipment, machinery and othdicef, internal and overhead expenses of our
Manager and its affiliates required for our opemagi.

A termination fee equal to three times the sumhefdverage annual base management fee and
incentive fee earned by our Manager during the ®&&tmperiod prior to such termination, calculated
as of the end of the most recently completed figoakrter, will be payable upon termination of the
management agreement (a) by us without cause) by (bur Manager if we materially breach the
management agreeme

Upon completion of the offering, our will be granted restricted shares of our commo
stock, restricted stock units and/or other equigdal awards under our 2011 Equity Incentive Plan
not to exceed an aggregate of up to f hepissued and outstanding shares of our common

stock on a fully diluted basis after giving efféat(i) the shares sold in this offering, includistgares
sold pursuant to the underwriters' exercise of thegrallotment option, and (ii) the shares to be
issued to Ares Investments in connection with tguésition of the Initial Portfolio. These initial
awards, together with restricted shares of our comstock, restricted stock units and/or other
equity-based awards that may be granted in thedutuour , will cover an agguegof
up to % of the issued and outstandiragess of our common stock on a fully diluted basis
after giving effect to (i) the shares sold in tbféering, including shares sold pursuant to the
underwriters' exercise of their overallotment optiand (ii) the shares to be issued to Ares
Investments in connection with the acquisitionha tnitial Portfolio.
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Conflicts of Interest

We do not expect to have any employedsaarely completely on our Manager to provide ithwivestment advisory services. Our
chief executive officer, our president and chieéigting officer and other officers also serve de@fs of our Manager. We did not receive an
independent appraisal of the Initial Portfolio and management agreement with our Manager andgraement to acquire the Initial Portfo
were each negotiated between related parties.€eFhestof such agreements, including consideratiss, fexpense reimbursements and other
amounts payable to our Manager and Ares Investmerag not be as favorable to us as if they had begotiated at arm's length between
unaffiliated third parties.

Certain of our officers and directorsg dhe officers and other personnel of our Managieg serve or may serve as officers, directors or
partners of Ares Management, as well as Ares Managesponsored investment vehicles, including niliséed potential pooled investment
vehicles or managed accounts not yet establishieether managed or sponsored by Ares Managemefiltstes or our Manager. Accordingl
the ability of our Manager and its officers and éogpes to engage in other business activities redyae the time our Manager spends
managing our business. In addition, officers aropersonnel of our Manager may have obligatiorisvestors in those entities, the
fulfillment of which might not be in the best inésts of us or our stockholders.

Our Manager and Ares Management havesddtet for so long as our Manager is managingeither Ares Management nor any of its
affiliates will sponsor or manage any other U.Sljmly traded REIT that invests primarily in thensa asset classes as us. Ares Management
and its affiliates may sponsor or manage anoth8r plublicly traded REIT that invests generallyaalrestate assets but not primarily in our
target investments.

Other than as set forth in this paragragither Ares Management nor any of its affiligiesluding our Manager) currently manages any
other investment vehicle that primarily focusesooin target investments and none of them have amgmrtplans to do so, but they may in the
future sponsor or manage other funds or investwhitles (other than U.S. publicly traded REITSttimvest in our target investments. Our
Manager manages certain funds, real estate asskts@llateralized debt obligation, or CDO, whighre previously managed by Wrightwo
None of the Wrightwood vehicles will be making dayther investments except for the Wrightwood hyggdd fund, a $243 million fun
focused primarily on mezzanine and preferred ednitgstments in CRE, whose investment period iedeled to expire on December 31,
2011. None of Ares Management, our Manager or atlyeir affiliates (other than certain membershadf Ares Commercial Real Estate Group,
who own equity and/or profits interests in Wrightvd) own any equity, partnership, profits, or otbienilar interests in Wrightwood or any of
its investment vehicles.

Ares Management has an investment allmtablicy in place that is intended to enableaistiare equitably with any other investment
vehicles that are managed by Ares Management.riargk investment opportunities will be allocatallihg into consideration various factors,
including, among others, the relevant investmehiactes' available capital, diversification, theiwestment objectives or strategies, their risk
profiles and their existing or prior positions im i@suer/security, as well as potential conflidtnterest, the nature of the opportunity and
market conditions. Until December 31, 2011, certinctured capital/distressed debt real estatesinvents must first be offered to the
Wrightwood high yield fund. The investment allocatipolicy may be amended by our Manager and Aresagement at any time without our
consent.

In addition to the fees payable to oumisiger under the management agreement, our Managéisaffiliates may benefit from other
fees paid to it in respect of our investments. &@mple, if we seek to securitize our CRE loangsAvlanagement and/or our Manager, may
act as collateral manager. In any of these or athpacities, Ares Management and/or our Managerrewgive market-based fees for their
roles, but only if approved by a majority of oudé@pendent directors.
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In addition, under our management agrenifein the future we invest in, acquire or smdkets to any joint ventures with Ares
Management or its affiliates or if we co-investhyipurchase assets from, sell assets to or arfaragecing from any such transactions, it will
require the approval of a majority of our indepertddirectors. To the extent we co-invest with otinestment vehicles that are managed by
Ares Management, we will not be responsible fosfether than as set forth in our management agreeecept our proportionate share of
fees charged by the managers of such other investeeicles if approved by a majority of our indegdent directors.

We do not have a policy that expressbhpoits our directors, officers, security holdersaéfiliates from engaging for their own account
in business activities of the types conducted byHasvever, our code of business conduct and etluingains a conflicts of interest policy that
prohibits our directors and executive officerspedl as employees of our Manager or Ares Managemantprovide services to us, from
engaging in any transaction that involves an acataaflict of interest with us without the approwdla majority of our independent directors.

As a result of the acquisition of outtili Portfolio, Ares Investments will beneficialbwwn approximately % of our common stock
immediately after this offering (or approximately % if the underwriters exercise their overient option in full). Ares Investments will
agree that, for a period of 365 days after the dhtbis prospectus, it will not, without the priaritten consent of Wells Fargo Securities, LLC
and Citigroup Global Markets Inc., sell or otheravitsansfer these shares, subject to certain excepénd extensions in certain circumstances.
Ares Investments may sell the shares it receivesmmection with our acquisition of the Initial Ffofio at any time following the expiration of
its lock-up period. To the extent Ares Investmesgls some of these shares, our Manager's intaresgtde less aligned with our interests.

Summary Risk Factors

An investment in shares of our commorelsiavolves various risks. You should consider @dhg the risks discussed below and under
the heading "Risk Factors" beginning on page 2thisfprospectus before purchasing our common stbeky of these risks occurred, our
business, financial condition, liquidity, resulfsoperations and prospects could be materiallyahrsely affected. In that case, the trading
price of our common stock could decline, and yould¢dose some or all of your investment.

. We are dependent on our Manager and its key peesfomour success and upon their access to threstment professionals
Ares Management. We may not find a suitable reptesce for our Manager if our management agreemestiisinated, or if
such key personnel or investment professionalsléa employment of our Manager or Ares Managemeatherwise become
unavailable to us. Our Manager is not required &kenany particular individual available to us.

. There are various conflicts of interest in our tielaship with our Manager and Ares Management¢batd result in decisions
that are not in the best interest of our stockhslde

. The management agreement with our Manager waseggitiated on an arn-length basis, may not be as favorable to us &
had been negotiated with an unaffiliated third partd may be costly and difficult to terminate.

. The agreement for the acquisition of our InitiatfR®io was not negotiated on an ar-length basis, and we did not rece
independent appraisals of the initial investmentise acquired upon completion of this offering; thens of the acquisition,
including the consideration paid by us in exchafogehe Initial Portfolio, may not be as favoraldeus as if they had been
negotiated with an unaffiliated third party.

. The incentive fee payable to our Manager undentapagement agreement, may cause our Manager tb iselestments il
more risky assets to increase its incentive congiens
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. Our Manager manages our portfolio in accordanck wety broad investment guidelines and our boardirectors does not
approve each investment and financing decision rbgideur Manager, which may result in our makindtigs investments than
those comprising our Initial Portfolio.

. We have no operating history and may not be abtgérate our business successfully or generateieuff cash flow to make
sustain distributions to our stockholders.

. Our board of directors may change our investmeateqy, financing strategy, investment guidelinekewerage policies without
stockholder consent.

. Changes in laws or regulations governing our op@rat changes in the interpretation thereof or geamlacted laws ¢
regulations (including, without limitation, laws énegulations having the effect of exempting maygg®EITs from the 1940
Act) and any failure by us to comply with these $aov regulations, could require changes to cedhour business practices,
negatively impact our operations, cash flow orfficial condition, impose additional costs on ustheowvise adversely affect o
business.

. We may incur significant additional debt, which meabject us to restrictive covenants and increas&df loss and may redu
cash available for distributions to our stockhotder

. In order to originate or acquire certain of ougttrinvestments, we will depend on various souofémancing, and our inabilit
to access financing for our target investmentsamorfable terms could materially and adversely irhpac

. Our secured funding facilities and any additiorealding facilities will impose restrictive covenar

. Interest rate fluctuations could increase our falag costs and reduce our ability to generate ircomour investments, each of
which could lead to a significant decrease in @sults of operations, cash flows and the marketevaf our investments.

. We have not yet entered into definitive agreementaake any specific new investments for our pdidfand, we will allocate
the net proceeds from this offering without inpnaini our stockholders.

. The lack of liquidity in our investments may adwysaffect our business.
. Our investments may be concentrated and will bgestibo risk of default
. A prolonged economic slowdown, a lengthy or sevecession or further declines in real estate vatoesd impair oul

investments and harm our operations.

. Our real estate investments are subject to risk&cpkar to real property. These risks may resuléireduction or elimination of,
or return from, a loan secured by a particular prop

. The senior CRE loans we expect to originate andrthegage loans underlying any CMBS investmentswigamay make in the
near term will be subject to the ability of the aomrcial property owner to generate net income foprating the property, as
well as the risks of delinquency and foreclosure.

. We operate in a competitive market for investmeagastunities and competition may limit our abiltty originate or acquire
desirable investments in our target investmentscatt also affect the pricing of these securities.

. If our Manager overestimates the yields or incdtygarices the risks of our investments, we mayegignce losse:
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. We have not established a minimum distribution payttevel and we may be unable to generate suifticiash flows from our
operations to make distributions to our stockhadgrany time in the future.

. Maintenance of our exemption from registration urttie 1940 Act imposes significant limits on oueogtions.

. Our failure to qualify or remain qualified as a REh any taxable year would subject us to U.S. fald@come tax and

potentially state and local taxes, which would the cash available for distribution to our stauilers.

. Complying with REIT requirements may cause usdaitiate or forego otherwise attractive investmeagastunities or financin
or hedging strategies.

. Our investments in certain debt instruments mageals to recognize "phantom income" for U.S. fddac@me tax purpose
even though no cash payments have been receivie aiebt instruments, and certain modificationsumh debt by us could
cause the modified debt to not qualify as a gootiTRiSset, thereby jeopardizing our REIT qualifioati

. An investment in us is not an investment in anyeotrehicle managed by Ares Management or its affifi, including Are
Capital.

Operating and Regulatory Structure
REIT Qualification

We intend to elect to qualify as a REbienencing with our taxable year ending on Decer3thieP011. Our qualification as a REIT
depends upon our ability to meet on a continuirgifyahrough actual investment and operating resudtrious complex requirements under the
Internal Revenue Code of 1986, as amended, oiGhdé'" relating to, among other things, the souoferir gross income, the composition
and values of our assets, our distribution levetsthe diversity of ownership of our shares. Wedwel that we have been organized in
conformity with the requirements for qualificatiand taxation as a REIT, and that our intended maoingperation will enable us to meet the
requirements for qualification and taxation as dIRE

So long as we qualify as a REIT, we gaitewill not be subject to U.S. federal income taxour net taxable income that we distribute
currently to our stockholders. If we have previguslalified as a REIT and fail to qualify as a RHEfTany subsequent taxable year and do not
qualify for certain statutory relief provisions, wéll be subject to U.S. federal income tax at lageorporate rates and may be precluded from
qualifying as a REIT for the subsequent four tagatdars following the year during which we lost REIT qualification. Even if we qualify
for taxation as a REIT, we may be subject to certhiS. federal, state and local taxes on our incongoperty.

1940 Act Exemption

We intend to conduct our operations s tieither we nor any of our subsidiaries are megiuio register as an investment company u
the 1940 Act. Section 3(a)(1)(A) of the 1940 Actides an investment company as any issuer thathslds itself out as being engaged
primarily in the business of investing, reinvestargrading in securities. Section 3(a)(1)(C) of 1940 Act defines an investment company as
any issuer that is engaged or proposes to engabe Ipusiness of investing, reinvesting, owninddimg or trading in securities and owns or
proposes to acquire investment securities havivegwe exceeding 40% of the value of the issueta &ssets (exclusive of U.S. Government
securities and cash items) on an unconsolidated fihe "40% test"). Excluded from the term "invasnt securities," among other things, are
U.S. Government securities and securities issuaddjgrity-owned subsidiaries that are not themseilmeestment companies and are not
relying on the exception from the definition of @stment company for private funds set forth in ®ec3(c)(1) or Section 3(c)(7) of the 1940
Act.
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We are organized as a holding companydtraducts its businesses primarily through whoilned subsidiaries. We intend to conduct
our operations so that we do not come within tHendion of an investment company because less %@ of the value of our adjusted total
assets on an unconsolidated basis will consisngEstment securities.” The securities issued lyyvemolly owned or majority-owned
subsidiaries that we may form in the future thatexcepted from the definition of "investment comygabased on Section 3(c)(1) or 3(c)(7) of
the 1940 Act, together with any other investmectsées we may own, may not have a value in exoé49% of the value of our adjusted
total assets on an unconsolidated basis. We witlitmoour holdings to ensure continuing and ongaiompliance with this test. In addition,
believe we will not be considered an investment gany under Section 3(a)(1)(A) of the 1940 Act beseawe will not engage primarily or h
ourselves out as being engaged primarily in thénless of investing, reinvesting or trading in sé&s. Rather, through our wholly owned
subsidiaries, we will be primarily engaged in tloem+investment company businesses of these sulisiliar

If the value of securities issued by suibsidiaries that are excepted from the definiibfinvestment company" by Section 3(c)(1) or 3
(c)(7) of the 1940 Act, together with any other@stment securities we own, exceeds 40% of our etjustal assets on an unconsolidated
basis, or if one or more of such subsidiariestéaihaintain an exception or exemption from the 1846 we could, among other things, be
required either (a) to substantially change themaam which we conduct our operations to avoicdhgeequired to register as an investment
company or (b) to register as an investment compaualer the 1940 Act, either of which could haveadwerse effect on us and the market
price of our securities. If we were required toisegr as an investment company under the 1940wetould, among other things, be required
either to (a) change the manner in which we conducbperations to avoid being required to regiatean investment company, (b) effect s
of our assets in a manner that, or at a time wivenyould not otherwise choose to do so, or (c)stegias an investment company, any of w
could negatively affect the value of our commorcktdhe sustainability of our business model, amdatility to make distributions which
could have an adverse effect on our business anhénket price for our shares of common stock.

We expect that certain of our subsid&tieat we may form in the future may rely uponeikemption from registration as an investment
company under the 1940 Act pursuant to Section(3Y(€}) of the 1940 Act, which is available for ¢igs "primarily engaged” in the business
of "purchasing or otherwise acquiring mortgages athér liens on and interests in real estate." €k&mnption generally requires that at least
55% of these subsidiaries' assets comprise qualifigal estate assets and at least 80% of eabkiofbrtfolios must comprise qualifying real
estate assets and real estate-related assetstned®40 Act. We expect each of our subsidiariggng on Section 3(c)(5)(C) to rely on
guidance published by the SEC staff or on our aesf guidance published with respect to othexdygf assets to determine which assets are
qualifying real estate assets and real estatectbldsets. To the extent that the SEC staff puddiskw or different guidance with respect to
these matters, we may be required to adjust oategty accordingly. In addition, we may be limitacbur ability to make certain investments
and these limitations could result in the subsidrarlding assets we might wish to sell or sellisgets we might wish to hold.

Certain of our subsidiaries may rely ba éxemption provided by Section 3(c)(6) to theekthat they hold mortgage assets through
majority-owned subsidiaries that rely on Sectiot)&)(C). The SEC staff has issued little interimeguidance with respect to Section 3(c)(6)
and any guidance published by the staff could requs to adjust our strategy accordingly.

The SEC recently solicited public commemta wide range of issues relating to Section(3)J¢}) of the 1940 Act, including the nature
of the assets that qualify for purposes of the extem and whether mortgage REITs should be regdiist@ manner similar to investment
companies. There can be no assurance that theatzwsegulations governing the 1940 Act status dffREncluding the Division of
Investment Management of the SEC providing moreifipeor different guidance regarding these exeonj will not change in a manner that
adversely affects our operations. If we or our
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subsidiaries fail to maintain an exception or exgompfrom the 1940 Act, we could, among other tsinge required either to (a) change the
manner in which we conduct our operations to abeithg required to register as an investment comp@)effect sales of our assets in a
manner that, or at a time when, we would not otiewhoose to do so, or () register as an invedtowmmpany, any of which could negativ
affect the value of our common stock, the sustalityabf our business model, and our ability to meadistributions which could have an adve
effect on our business and the market price forsbiares of common stock.

See "Business — Operating and Reguladtmycture — 1940 Act Exemption” for a further dission of the specific exemptions from
registration under the 1940 Act that our subsidmdre expected to rely on and the treatment tdinesf our targeted asset classes for purp
of such exemptions.

Qualification for exemption from regigican under the 1940 Act will limit our ability to ake certain investments. See "Risk Factors —
Risks Related to Our Organization and Structure atlténance of our exemption from registration urttlerl940 Act imposes significant
limits on our operations."

Restrictions on Ownership of Our Common Stock

To assist us in complying with the lintiteds on the concentration of ownership of a RElipdsed by the Code, among other purposes,
our charter prohibits, with certain exceptions, atgckholder from beneficially or constructively owg, applying certain attribution rules
under the Code, more than 9.8% by value or numbghnares, whichever is more restrictive, of thestartding shares of any class or series of
our stock, or 9.8% by value of our outstanding tditock. Our board of directors may, in its sdicretion, waive the 9.8% ownership limit
with respect to a particular stockholder if it iepented with evidence satisfactory to it that smehership will not then or in the future
jeopardize our qualification as a RE

Our charter also prohibits any persomframong other things:

. beneficially or constructively owning shares of @apital stock that would result in our being "@lysheld" under Cod
Section 856(h), or otherwise cause us to fail @lifjuas a REIT; and

. transferring shares of our capital stock if suems$fer would result in our capital stock being biefedly owned by fewer than
100 persons.

In addition, our charter provides thay snansfer of shares of our capital stock that waekult in our capital stock being beneficially
owned by fewer than 100 persons will be void arad #my ownership or purported transfer of our @gitock in violation of the other
restrictions described above will result in theresaso owned or transferred being automaticallysfiexred to a charitable trust for the benef
a charitable beneficiary, and the purported owméramsferee acquiring no rights in such shares tténsfer to a charitable trust would be
ineffective for any reason to prevent a violatidrih® restriction, the transfer resulting in sudblation will be void from the time of such
purported transfer.
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Common stock
offered by us

Common stock to
be outstanding
after this offering
and the acquisition
of the Initial
Portfolio

Use of proceeds

Distribution policy

Proposed NYSE
symbol

The Offering

shares (plus up to dditonal shares of oungoon stock that we may issue and sell
upon the exercise of the underwriters' overallotnogrion).

shard®)

We intend to use approximately $ million of the net proceeds of this offeritegrepay outstanding
amounts under the Wells Fargo Facility and theb@itk Facility that we will assume upon completidthe Initial
Portfolio acquisition and the balance for genetaporate working capital purposes, to originatetavget investments.
Until appropriate investments can be identified, Manager may invest this balance in interest-lngashort-term
investments, including money market accounts od$u€MBS or corporate bonds, which are consistétht @ur
intention to qualify as a REIT. These initial intregnts are expected to provide a lower net retwain tve will seek to
achieve from our target investments. See "Use ofé¢tds.'

We intend to make regular quarterly distribution$iolders of our common stock. U.S. federal inceaxdaw generally
requires that a REIT distribute annually at le@$%%f its REIT taxable income (which does not equtlincome, as
calculated in accordance with GAAP), determineduiitt regard to the deduction for dividends paid excuding net
capital gains, and that it pay tax at regular coaporates to the extent that it annually distelsuess than 100% of its
REIT taxable income. We generally intend over tbmeay quarterly distributions in an amount eqoabdir taxable
income. We plan to pay our first distribution irspect of the period from the completion of thisoifig

through , 2011, which nieyprior to the time that we have fully invested ttet proceeds from this
offering in investments in our target investmeRtsor to the time we have fully used the net prdseef this offering for
the purposes listed above, we may fund our qusrtestributions out of such net procee

Any distributions we make to our stockholders \w# at the discretion of our board of directors aiitidepend upon,
among other things, our actual results of operatamd liquidity. These results and our ability &y listributions will be
affected by various factors, including the netriest and other income from our portfolio, our opiegexpenses and a
other expenditures. For more information, see 'tihistion Policy."

"ACRC"
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Ownership and transfer restrictions To assist us in complying with limitations on ttencentration of ownership of a REIT imposed by
the Code and for other purposes, our charter giyerahibits, among other prohibitions, any
stockholder from beneficially or constructively owg more than 9.8% by value or number of shi
whichever is more restrictive, of the outstandihgres of any class or series of our stock, or ©8%
value of our outstanding capital stock. See "Dgsiom of Capital Stock — Restrictions on
Ownership and Transfer

Risk factors Investing in our common stock involves a high degrérisk. You should carefully read and cons
the information set forth under the heading "Riskters" beginning on page 21 of this prospectus
and all other information in this prospectus beforesting in our common stoc

(1) Excludes shares of our common stock that we mayeiaad sell upon the exercise of the underwriterstallotment option

Our Corporate Information

Our principal executive offices are la@zhait Two North LaSalle Street, Suite 925, Chicdlg@0602. Our telephone number is
(312) 324-5900. Our website is . The contents of our websiteraota part of this prospectus. The informatioroan
website is not intended to form a part of or beviporated by reference into this prospectus.
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RISK FACTORS

Investing in our common stock involves a high degrerisk. You should carefully consider the follogwisk factors and all other
information contained in this prospectus beforeghasing our common stock. If any of the followiis§gs occurs, our business, financial
condition, liquidity, results of operations or bnsss prospects could be materially and adversédctefd. In that case, the trading price of our
common stock could decline, and you may lose somkaf your investment.

Risks Related to Our Relationship with Our Managerand its Affiliates

Our future success and growth depends on our Manages key personnel and their access to the inwestt professionals of Ares
Management. We may not find a suitable replacem@artour Manager if our management agreement is tamated, or if such ke)
personnel or investment professionals leave the Eyment of our Manager or Ares Management or othés& become unavailable to u

We have no separate facilities and deempect to have any employees. We rely completelguoe Manager to provide us with
investment advisory services. Our executive officadso serve as officers of our Manager. Our Manhgs significant discretion as to the
implementation of our investment and operatinggied and strategies. Accordingly, we believe thatsuccess will depend to a significant
extent upon the efforts, experience, diligencd| akid network of business contacts of the officand key personnel of our Manager. The
officers and key personnel of our Manager will exaé, negotiate, close and monitor our investmeinsefore, our success will depend on
their continued service. The departure of any efdfficers or key personnel of our Manager couldeha material adverse effect on our
business.

Although the professional staff of our Mdger will devote as much time to the managemeatioEompany as appropriate to enable our
Manager to perform its duties in accordance withrtftanagement agreement, the investment professiohaur Manager may have conflict:
allocating their time and services. See — "Theitghilf our Manager and its officers and employeesrigage in other business activities may
reduce the time our Manager spends managing oumdassand may result in certain conflicts of inséfeThe demands on these investment
professionals' time will increase as our portfgiows, and we cannot assure you that our Managdkbevable to hire, train, supervise, manage
and retain new officers and employees to managedigrowth effectively, and any such failure colée a material adverse effect on our
business.

In addition, we offer no assurance thatanager will remain our investment manager at tie will continue to have access to our
Manager's officers and key personnel. The inigait of our management agreement with our Managgrextends until the third anniversary
of the closing of this offering, with automatic epear renewals thereafter. Furthermore, our Managsr decline to renew the management
agreement with 180 days' written notice. If the agement agreement is terminated and no suitabliecespent is found to manage us, we may
not be able to execute our investment strategy.

We also depend on the diligence, skitl aatwork of business contacts of key personn#i@fires Private Debt Group and access to the
investment professionals of other groups withinsAidanagement and the information and deal flow gad by Ares Management's
investment professionals in the course of theiegtment and portfolio management activities. Oturiisuccess depends on the continued
service of the key personnel of the Ares Privatbt@#roup. The departure of any of these individuailof a significant number of the
investment professionals or partners of Ares Mamayg, could have a material adverse effect on osinless, financial condition or results of
operations. We cannot assure you that we will cmigtito have access to Ares Management's invespmafetssionals or its information and
deal flow.
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There are various conflicts of interest in our retianship with our Manager and Ares Management theduld result in decisions that are n
in the best interests of our stockholders.

We are subject to conflicts of interassiag out of our relationship with our Manager ahes Management. In the future, we may enter
into additional transactions with Ares Manageménparticular, we may invest in, or acquire, cartaf our investments through joint ventures
with Ares Management or its affiliates or purchassets from, sell assets to or arrange financomg fir provide financing to other Ares
Management investment vehicles. Any such transaetidgll require approval by a majority of our ingggent directors. There can be no
assurance that any procedural protections willlfcgent to assure that these transactions wilisgle on terms that will be at least as
favorable to us as those that would have beenraatan an arm's length transaction.

Our Manager and Ares Management havesddtet for so long as our Manager is managingeither Ares Management nor any of its
affiliates will sponsor or manage any other U.Slmly traded REIT that invests primarily in thensa asset classes as us. Ares Management
and its affiliates may sponsor or manage anoth8r plublicly traded REIT that invests generallyaalrestate assets but not primarily in our
target investments.

Other than as set forth in this paragragither Ares Management nor any of its affiligiesluding our Manager) currently manages any
other investment vehicle that primarily focuseson target investments and none of them have amgmiuplans to do so, but they may in the
future sponsor or manage other funds or investwhnitles (other than U.S. publicly traded REITSttimvest in our target investments. Our
Manager manages certain funds, real estate asskets@DO that were previously managed by Wrightwddzhe of the Wrightwood vehicles
will be making any further investments except fog Wrightwood high yield fund, whose investmentige:is scheduled to expire on
December 31, 2011. None of Ares Management, ouralgkanor any of their affiliates (other than certaiembers of the Ares Commercial R
Estate Group, who own equity and/or profits intes@s Wrightwood) own any equity, partnership, pi0br other similar interests in
Wrightwood or any of its investment vehicles.

Our Manager and Ares Management havewastment allocation policy in place that is inteddo enable us to share equitably with any
other investment vehicles that are managed by Kie@sagement. In general, investment opportunitidsbeiallocated taking into considerat
various factors, including, among others, the rat\nvestment vehicles' available capital, theilestment objectives or strategies, their risk
profiles and their existing or prior positions im i@suer/security, as well as potential conflidtenterest, the nature of the opportunity and
market conditions. Until December 31, 2011, certinctured capital/distressed debt real estatesinvents must first be offered to the
Wrightwood high yield fund. The investment allocatipolicy may be amended by our Manager and Aresagement at any time without our
consent.

In addition to the fees payable to oumisiger under the management agreement, our Managéisaffiliates may benefit from other
fees paid to it in respect of our investments. &@mple, if we seek to securitize our CRE loangsAvlanagement and/or our Manager, may
act as collateral manager. In any of these or athpacities, Ares Management and/or our Managerrewgive market-based fees for their
roles, but only if approved by a majority of oud@pendent directors.

In addition, under our management agrexnifein the future we invest in, acquire or smdksets to any joint ventures with Ares
Management or its affiliates or if we co-investhyipurchase assets from, sell assets to or arfarageing from any such transactions, it will
require the approval of a majority of our indepentdéirectors. To the extent we co-invest with otimestment vehicles that are managed by
Ares Management, we will not be responsible fosfether than as set forth in our management agmemeept our proportionate share of
fees charged by the managers of such other invastreaicles if approved by a majority of our indegdent directors.
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We do not have a policy that expressbhits our directors, officers, security holdersaffiliates from engaging for their own account
in business activities of the types conducted byHasvever, our code of business conduct and etluingins a conflicts of interest policy that
prohibits our directors and executive officerspadl as employees of our Manager or Ares Managenmvaotprovide services to us, from
engaging in any transaction that involves an acataaflict of interest with us without the approwdla majority of our independent directors.

In addition, Ares Investments may sed fhares it acquires pursuant to the merger atirueyfollowing the expiration of its applicable
lock-up period or prior thereto with the approviVeéells Fargo Securities, LLC and Citigroup Globédrkets Inc. To the extent Ares
Investments sells some of these shares, our Madragtrests may be less aligned with our interests

The ability of our Manager and its officers and erngyees to engage in other business activities meguce the time our Manager spends
managing our business and may result in certain glicts of interest.

Certain of our officers and directorsg dhe officers and other personnel of our Managisg serve or may serve as officers, directors or
partners of Ares Management, as well as Ares Managéesponsored investment vehicles, including niéliaéed potential pooled investment
vehicles or managed accounts not yet establishieeth@r managed or sponsored by Ares Managemeifilist@$ or our Manager. Accordingl
the ability of our Manager and its officers and éogpes to engage in other business activities radyae the time our Manager spends
managing our business. Although neither Ares Mameg, nor any of its affiliates (including our Maye&) currently manages any other
investment vehicle that primarily focuses on ougéd investments, the Wrightwood high yield funddses on certain of our target investm
and these vehicles or others that may be orgahiyektes Management in the future may at times caenpéth us for some of our target
investments.

In addition, while our Manager has agreegdrovide us with investment advisory servicegs hot obligated to dedicate any specific
personnel exclusively to us. Although the profesaistaff of our Manager will devote as much timéhte management of our Company as
appropriate to enable our Manager to perform itgeedun accordance with the management agreenfenintestment professionals of our
Manager may have conflicts in allocating their tiavel services among the Company, on the one haddha investment vehicles managec
Ares Management or one or more of its affiliatesflte other hand. These activities could be vieasedreating a conflict of interest insofar as
the time and effort of the professional staff of Manager and its officers and employees will rtevoted exclusively to the business of the
Company but will instead be allocated between tigress of the Company and the management of tlkeseinvestment vehicles. None of
our officers are obligated to dedicate any spegifiction of their time to our business. Each ohtheas significant responsibilities for other
investment vehicles currently managed by affiliateAres Management, the fulfillment of which magttve in our or our stockholders' best
interests. As a result, these individuals may heags be able to devote sufficient time to the ngamaent of our business. Further, when there
are turbulent conditions in the real estate marketiistress in the credit markets, the attentioous Manager's personnel and our executive
officers and the resources of Ares Managementalgth be required by other investment vehicles otlrenanaged by affiliates of Ares
Management. In such situations, we may not redsigdevel of support and assistance that we magivedf we were internally managed.

In the course of our investing activitie® will pay base management fees to our Managgmaéll reimburse our Manager for certain
expenses it incurs. As a result, investors in @mmon stock will invest on a "gross" basis and irexdistributions on a "net" basis after
expenses, resulting in, among other things, a loaterof return than one might achieve throughatiirevestments. As a result of this
arrangement, our Manager's interests may be lggsed with our interests.
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The management agreement with our Manager was negatiated on an arm's-length basis, may not be asdrable to us as if it had been
negotiated with an unaffiliated third party and mdye costly and difficult to terminate.

We do not expect to have any employedsaanwill rely completely on our Manager to provige with investment advisory services.
Our executive officers also serve as officers afidanager. Our management agreement with our Manege negotiated between related
parties and its terms, including fees payable, naybe as favorable to us as if it had been netgotiaith an unaffiliated third party.

We will pay our Manager substantial basmagement fees regardless of the performancer gfastfolio. Our Manager's entitlement t
base management fee, which is not based upon perfme metrics or goals, might reduce its incertiveevote its time and effort to seeking
investments that provide attractive risk-adjusttdnns for our portfolio. This in turn could hurth our ability to make distributions to our
stockholders and the market price of our commoaoksto

Termination of the management agreemdhtour Manager without cause is difficult and ¢psOur independent directors will review
our Manager's performance and the management fieesily and, following the initial three-year terthe management agreement may be
terminated annually upon the affirmative vote ofeast two-thirds of our independent directors daggon: (a) our Manager's unsatisfactory
performance that is materially detrimental to us(l) a determination that the management feeskpaya our Manager are not fair, subject to
our Manager's right to prevent termination basedrtfair fees by accepting a reduction of managerfess agreed to by at least two-thirds of
our independent directors. Our Manager will be fifest 180 days' prior notice of any such terminatidaditionally, upon such a termination,
the management agreement provides that we wilbpayanager a termination fee equal to three tithessum of the average annual base
management fee and incentive fee received by ounralgler during the prior 2donth period before such termination, calculatedfake end c
the most recently completed fiscal quarter. Ths/fmion increases the cost to us of terminatingtla@agement agreement and adversely
affects our ability to terminate our Manager withoause.

During the initial three-year term of thanagement agreement, we may not terminate thagearent agreement except for cause.

Our Manager is only contractually comsttto serve us until the third anniversary of tlhisiag of this offering. Thereafter, the
management agreement is renewable for one-yeas;tpravided, however, that our Manager may terminate the managemeetatgnt
annually upon 180 days' prior notice. If the mamaget agreement is terminated and no suitable replant is found to manage us, we may
be able to execute our investment strategy.

The agreement for the acquisition of our Initial Rtfolio was not negotiated on an arm's-length basand we did not receive independent
appraisals of the initial investments to be acquirapon completion of this offering. The terms ofd@tacquisition, including the consideratic
paid by us as consideration for the Initial Portfiol, may not be as favorable to us as if they hag@b@egotiated with an unaffiliated thir

party.

The agreement for the acquisition of lmitral Portfolio was negotiated between relatedipa and its terms, including the consideration
payable, may not be as favorable to us as if ithesh negotiated with an unaffiliated third pakte have not obtained any independent third-
party appraisals of the Initial Portfolio. Pursugmthe terms of our Initial Portfolio acquisitionge will issue shares of our common stock to
Ares Investments as consideration for our acqarsitif ACRC Holdings LLC, an affiliate of Ares Invesents.
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The incentive fee payable to our Manager under tim@nagement agreement may cause our Manager to séfeestments in more risky
assets to increase its incentive compensation.

Our Manager is entitled to receive inaentompensation based upon our achievement daétieddevels of Core Earnings. In evaluating
investments and other management strategies, fhatopity to earn incentive compensation based are Earnings may lead our Manager to
place undue emphasis on the maximization of Coreifgs at the expense of other criteria, such asgivation of capital, in order to achieve
higher incentive compensation. Investments witthérigyield potential are generally riskier or mopeaulative. This could result in increased
risk to the value of our investment portfolio.

Our Manager manages our portfolio in accordance Wwivery broad investment guidelines and our boarddifectors does not approve each
investment and financing decision made by our Mamagwhich may result in our making riskier investmes than those comprising our
Initial Portfolio.

While our directors periodically reviewranvestment portfolio, they do not review allmfr proposed investments. In addition, in
conducting periodic reviews, our directors may galynarily on information provided to them by ouaklager. Our investment guidelines may
be changed from time to time. Furthermore, our M@nanay use complex strategies and transactioesezhinto by our Manager that may be
difficult or impossible to unwind by the time thaye reviewed by our directors. Our Manager hastdgaéitude in determining the types of
assets it may decide are proper investments farhish could result in investment returns thatsubstantially below expectations or that
result in losses, which would materially and adeBraffect our business operations and resultadttition our Manager will not be subject to
any limits or proportions with respect to a mixtafget investments that we originate or acquirewthan as necessary to maintain our
qualification as a REIT and our exemption from ségition under the 1940 Act. Decisions made andstments entered into by our Manager
may not fully reflect your best interests.

Our Manager may change its investment process, lecenot to follow it, without stockholder conseat any time, which may adversely
affect our investments.

Our Manager may change its investmentgse without stockholder consent at any time. titexh, there can be no assurance that our
Manager will follow its investment process in r@atto the identification and underwriting of prespive investments. Changes in our
Manager's investment process may result in infehier diligence and underwriting standards, whicly adversely affect the performance of
our portfolio.

We do not have a policy that expressly prohibits directors, officers, security holders or affilias from engaging for their own account in
business activities of the types conducted by us.

We do not have a policy that expressbhits our directors, officers, security holdersaffiliates from engaging for their own account
in business activities of the types conducted byHasvever, our code of business conduct and etlungins a conflicts of interest policy that
prohibits our directors and executive officerspadl as personnel of our Manager or Ares Manageméat provide services to us, from
engaging in any transaction that involves an aataaflict of interest with us without the approwdla majority of our independent directors. In
addition, our management agreement with our Mandges not prevent our Manager and its affiliatesiflengaging in additional management
or investment opportunities, some of which coulthpete with us.

Our Manager is subject to extensive regulation asiavestment adviser, which could adversely afféstability to manage our business.

Our Manager is subject to regulationmiaestment adviser by various regulatory autfexithat are charged with protecting the
interests of its clients, including us. Instancesraminal activity
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and fraud by participants in the investment managerimdustry and disclosures of trading and othesas by participants in the financial
services industry have led the U.S. governmentragdlators to consider increasing the rules andlatigns governing, and oversight of, the
U.S. financial system. This activity is expecteddsult in changes to the laws and regulations igniwvg the investment management industry
and more aggressive enforcement of the existing kwvd regulations. Our Manager could be subjecivibliability, criminal liability, or
sanction, including revocation of its registratesman investment adviser, revocation of the licea$éts employees, censures, fines, or
temporary suspension or permanent bar from contybtiisiness, if it is found to have violated anyhafse laws or regulations. Any such
liability or sanction could adversely affect our Mager's ability to manage our business. Our Managst continually address conflicts
between its interests and those of its clientduding us. In addition, the SEC and other regult@ve increased their scrutiny of potential
conflicts of interest. Our Manager has procedurgsantrols that are reasonably designed to adthiess issues. However, appropriately
dealing with conflicts of interest is complex aritfidult and if our Manager fails, or appears td,feo deal appropriately with conflicts of
interest, it could face litigation or regulatoryopeedings or penalties, any of which could advgraBéct its ability to manage our business.

We may not replicate Ares Management's historicarformance.

We cannot assure you that we will repécdres Management's historical performance, andawtion you that our investment returns
could be substantially lower than the returns aadeby other entities managed by Ares Managemeits affiliates.

We do not own the Ares name, but we may use the@anrsuant to a license agreement with Ares Managein Use of the name by other
parties or the termination of our license agreementy harm our business

We have entered into a license agreemihtAres Management pursuant to which it has grénts a non-exclusive, royalty-free license
to use the name "Ares." Under this agreement, Mlehewve a right to use this name for so long assAfemmercial Real Estate
Management LLC serves as our Manager pursuanetmnagement agreement. Ares Management retainighii¢o continue using the
"Ares" name. We cannot preclude Ares Management ficensing or transferring the ownership of theé#' name to third parties, some of
whom may compete with us. Consequently, we wouldrzble to prevent any damage to goodwill that o@yur as a result of the activities of
Ares Management or others. Furthermore, in the tethait the license agreement is terminated, webeiltequired to change our name and
cease using the name. Any of these events couldpdisur recognition in the market place, damagegoodwill we may have generated and
otherwise harm our business. The license agreewitérminate concurrently with the terminationtble management agreement.

Our Manager's and Ares Management's liability istiited under the management agreement, and we hayead to indemnify our
Manager against certain liabilities. As a result,eacould experience poor performance or losses fhich our Manager would not be liable

Pursuant to the management agreemenManager will not assume any responsibility ottiantto render the services called for
thereunder and will not be responsible for anyoectif our board of directors in following or dedfig to follow its advice or recommendatio
Under the terms of the management agreement, onad#s, its officers, members, managers, direcpasonnel, any person controlling or
controlled by our Manager (including Ares Managethpand any person providing services to our Managkmnot be liable to us, any
subsidiary of ours, our stockholders or partneraryr subsidiary's stockholders or partners for actemissions performed in accordance with
and pursuant to the management agreement, excepabyn of acts constituting bad faith, willful osduct, gross negligence, or reckless
disregard of their duties under the managemeneaggat. In
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addition, we have agreed to indemnify our Manaigiofficers, stockholders, members, managerscttire, personnel, any person controlling
or controlled by our Manager and any person progdiervices to our Manager with respect to all exps, losses, damages, liabilities,
demands, charges and claims arising from actsrfamager not constituting bad faith, willful miswuct, gross negligence, or reckless
disregard of duties, performed in good faith inadance with and pursuant to the management agréeme

Our Manager and its affiliates, including Ares Margement, have limited experience managing a portadif assets in the manner necess
to maintain our exemption under the 1940 Act.

In order to maintain our exemption froagistration under the 1940 Act, the assets in oufgio are subject to certain restrictions that
limit our operations meaningfully. Our Manager atscaffiliates, including Ares Management, haveiléd experience managing a portfolio in
the manner necessary to maintain our exemption femistration under the 1940 Act.

Risks Related to Our Company

We have no operating history and may not be abl®eperate our business successfully or generateisight revenue to make or sustain
distributions to our stockholders.

We were organized on September 1, 20tilhame no operating history. We have no assetsvdhdommence making investments only
upon completion of this offering, at which time @ssets will consist of the investments in ouridhPortfolio that we acquire in connection
with our merger with ACRC Holdings LLC. We canngsare you that we will be able to operate our ssirsuccessfully or implement our
operating policies and strategies as describeaisrprospectus. The results of our operations dperseveral factors, including the
availability of opportunities for the originatiom acquisition of target investments, the level sobtility of interest rates, the availability of
adequate short and long-term financing, conditiartee financial markets and economic conditions.

Our board of directors may change our investmentaségy or guidelines, financing strategy or levemagolicies without stockholder conse

Our board of directors may change ouegtment strategy or guidelines, financing strataggverage policies with respect to
investments, originations, acquisitions, growthemgions, indebtedness, capitalization and didfobs at any time without the consent of our
stockholders, which could result in an investmentfplio with a different risk profile than that olr Initial Portfolio or of a portfolio
comprised of our target investments. A change imimtestment strategy may increase our exposuirgeoest rate risk, default risk and real
estate market fluctuations. Furthermore, a changeii asset allocation could result in our makimgestments in asset categories different 1
those described in this prospectus. These chamgid adversely affect our financial condition, ieswf operations, the market price of our
common stock and our ability to make distributibtm®ur stockholders.

Changes in laws or regulations governing our opets, changes in the interpretation thereof or ngnénacted laws or regulations
(including, without limitation, laws and regulatioa having the effect of exempting mortgage REITsHrdhe 1940 Act) and any failure by 1
to comply with these laws or regulations, could u#ee changes to certain of our business practicasgatively impact our operations, cash
flow or financial condition, impose additional coston us or otherwise adversely affect our busine

We are subject to regulation by laws eeglilations at the local, state and federal. Thege and regulations, as well as their
interpretation, may change from time to time, aad/faws and regulations may be enacted. Accordjragly change in these laws or
regulations, changes in their interpretation, awlgeenacted laws or regulations and any failuraibyo comply with these laws or regulations,
could require changes to certain of our busineastipes, negatively impact our operations, cash tio
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financial condition, impose additional costs oroustherwise adversely affect our business. Fumlbee, if regulatory capital requirements
imposed on our private lenders change, they magdpgred to limit, or increase the cost of, finaxgcthey provide to us. In general, this could
potentially increase our financing costs and redugdiquidity or require us to sell assets atropportune time or price.

Actions of the U.S. government, including the U.Songress, Federal Reserve, U.S. Treasury and otf@rernmental and regulatory bodie
to stabilize or reform the financial markets, or mket response to those actions, may not achieveitibended effect and may adversely aff
our business.

In response to the financial issues &figahe banking system and financial markets asidgyconcern threats to commercial banks,
investment banks and other financial institutidhe, Emergency Economic Stabilization Act, or EE®As enacted by the U.S. Congress in
2008. There can be no assurance that the EESAyathar U.S. government actions will have a berngfimpact on the financial markets. To
the extent the markets do not respond favorabintosuch actions by the U.S. government or sudbrectio not function as intended, our
business may not receive the anticipated posithgact from the legislation and such result may Haead adverse market implications.

In July 2010, the U.S. Congress enadtedodd-Frank Wall Street Reform and Consumer Btiote Act, or the Dodd-rank Act, in par
to impose significant investment restrictions aagital requirements on banking entities and otlhgamizations that are significant to U.S.
financial markets. For instance, the Dodd-Frank widtimpose significant restrictions on the pragidry trading activities of certain banking
entities and subject other systemically significarganizations regulated by the U.S. Federal Reserincreased capital requirements and
guantitative limits for engaging in such activitidhe Dodd-Frank Act also seeks to reform the asaeked securitization market (including
mortgage-backed securities market) by requiring#ention of a portion of the credit risk inherémthe pool of securitized assets and by
imposing additional registration and disclosureuisgments. While the full impact of the Dodd-Frakét cannot be assessed until all
implementing regulations are released, the Doddi#E£ect's extensive requirements may have a sigmifieffect on the financial markets, and
may affect the availability or terms of financimgt our lender counterparties and the availabdityerms of mortgage-backed securities, both
of which may have an adverse effect on our business

In addition, the U.S. government, Fed®aserve, U.S. Treasury and other governmentateguatory bodies have taken or are
considering taking other actions to address thenfifal crisis. We cannot predict whether or wherhsactions may occur or what effect, if any,
such actions could have on our business, resutipefations and financial condition.

We are highly dependent on information systems aydtems failures could significantly disrupt our bimess, which may, in turn, negative
affect the market price of our common stock and aability to pay dividends.

Our business is highly dependent on conmications and information systems of Ares Managdmfemy failure or interruption of Ares
Management's systems could cause delays or otbleleprs in our securities trading activities, whitluld have a material adverse effect on
our operating results and negatively affect thekeigprice of our common stock and our ability ty pi@vidends to our stockholders.
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Risks Related to Sources of Financing and Hedging

We may incur significant additional debt, which maybject us to restrictive covenants and increasisti of loss and may reduce cash
available for distributions to our stockholders.

At the completion of this offering andampthe acquisition of our Initial Portfolio, we Wile subject to the Wells Fargo Facility and the
Citibank Facility. Subject to market conditions andhilability, we may incur significant additiond¢bt through bank credit facilities (including
term loans and revolving facilities), repurchaseeagents, warehouse facilities and structured fimgnarrangements, public and private debt
issuances and derivative instruments, in additamansaction or asset specific funding arrangeséiite percentage of leverage we employ
will vary depending on our available capital, obiligy to obtain and access financing arrangemaeuitis lenders, debt restrictions contained in
those financing arrangements and the lenders'atimjragencies’ estimate of the stability of owestment portfolio's cash flow. We may
significantly increase the amount of leverage wizatat any time without approval of our boarddafectors. In addition, we may leverage
individual assets at substantially higher leveisulring substantial debt could subject us to nrisks that, if realized, would materially and
adversely affect us, including the risk that:

. our cash flow from operations may be insufficiemtrtake required payments of principal of and irgeom the debt or we m:
fail to comply with all of the other covenants cainied in the debt, which is likely to result in égceleration of such debt (and
any other debt containing a cross-default or cexx®leration provision) that we may be unable paydrom internal funds or-
refinance on favorable terms, or at all, (b) owhitity to borrow unused amounts under our finag@nmrangements, even if we
are current in payments on borrowings under thasengements, and/or (c) the loss of some or aunfassets to foreclosure or
sale;

. our debt may increase our vulnerability to advesenomic and industry conditions with no assurdhaeinvestment yields w
increase with higher financing costs;

. we may be required to dedicate a substantial podf@ur cash flow from operations to payments ondebt, thereby reducir
funds available for operations, future businessodpities, stockholder distributions or other pses; and

. we are not able to refinance debt that matures prithe investment it was used to finance on fable terms, or at all.
There can be no assurance that a leveyafliategy will be successful.
Our secured funding facilities and any additionag¢ihding facilities will impose restrictive covenants

At the completion of this offering andampthe acquisition of our Initial Portfolio, we Wile subject to the Wells Fargo Facility and the
Citibank Facility. The documents that govern theseured funding facilities will contain and any gidehal lending facilities would be expect
to contain, customary negative covenants and ditgncial and operating covenants, that among dtiiegs, may affect our ability to incur
additional debt, make certain investments or adtipis, reduce liquidity below certain levels, makistributions to our stockholders, redeem
debt or equity securities and impact our flexigilid determine our operating policies and investinsénategies. For example, such loan
documents may contain negative covenants that, lanibng other things, our ability to repurchaseammmon stock, distribute more than a
certain amount of our net income or funds from afiens to our stockholders, employ leverage beymnthin amounts, sell assets, engage in
mergers or consolidations, grant liens, and entertransactions with affiliates. If we fail to mew satisfy any of these covenants, we woul
in default under these agreements, and our lerdend elect to declare outstanding amounts duepageble, terminate their commitments,
require the posting of additional collateral anfbece their interests against existing collatevdé may also be subject to cross-default and
acceleration rights and, with respect to collateeal debt, the posting of additional collateral and
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foreclosure rights upon default. Further, this doalso make it difficult for us to satisfy the gfiahtion requirements necessary to maintain our
status as a REIT.

Interest rate fluctuations could increase our fin@img costs and reduce our ability to generate ino®wn our investments, each of whic
could lead to a significant decrease in our resuttoperations, cash flows and the market valueoofr investments.

Our primary interest rate exposures reilate to the yield on our investments and thenfiiveg cost of our debt, as well as our interes
swaps that we utilize for hedging purposes. Chaigagerest rates will affect our net interestame, which is the difference between the
interest income we earn on our interest-earningstments and the interest expense we incur indingrthese investments. Interest rate
fluctuations resulting in our interest expense exlagg interest income would result in operatingéssfor us. Changes in the level of interest
rates also may affect our ability to invest in istreents, the value of our investments and ourtghdirealize gains from the disposition of
assets. Changes in interest rates may also affecivber default rates.

To the extent that our financing costh e determined by reference to floating rateshsas LIBOR or a Treasury index, plus a margin,
the amount of such costs will depend on a variéfactors, including, without limitation, (a) footlateralized debt, the value and liquidity of
the collateral, and for non-collateralized debt, aedit, (b) the level and movement of interes¢saand (c) general market conditions and
liquidity. In a period of rising interest rates,ranterest expense on floating rate debt wouldgase, while any additional interest income we
earn on our floating rate investments may not careate for such increase in interest expense. Addhee time, the interest income we earn on
our fixed rate investments would not change, thatiion and weighted average life of our fixed riateestments would increase and the market
value of our fixed rate investments would decre&amilarly, in a period of declining interest ratesir interest income on floating rate
investments would decrease, while any decreadesiinterest we are charged on our floating rate ohely not compensate for such decrease in
interest income and interest we are charged offixad rate debt would not change. Any such sceraridd materially and adversely affect us.

Our operating results will depend, intpan differences between the income earned oineestments, net of credit losses, and our
financing costs. For any period during which owestments are not match-funded, the income eamadch investments may respond more
slowly to interest rate fluctuations than the aafsbur borrowings. Consequently, changes in intaes, particularly short-term interest rates,
may immediately and significantly decrease ourltesaf operations and cash flows and the marketevaf our investments.

Any bank credit facilities and repurchase agreemethat we may use in the future to finance our assencluding the Wells Fargo Facility
and the Citibank Facility, may require us to prowedadditional collateral or pay down debt.

At the completion of this offering andampthe acquisition of our Initial Portfolio, we Wile subject to the Wells Fargo Facility and the
Citibank Facility. Although under current markenditions we do not anticipate that we will utiliaay additional bank credit facilities or
repurchase agreements (including term loans aralvieg facilities) to finance our assets, we maijia¢ such arrangements to finance our
assets if they become available on acceptable t&uoth financing arrangements would involve thie tiigt the market value of the loans
pledged or sold by us to the provider of the bamklit facility or repurchase agreement counterpardy decline in value, in which case the
lender may require us to provide additional cotiater to repay all or a portion of the funds adwesh We may not have the funds available to
repay our debt at that time, which would likelyuktén defaults unless we are able to raise thedunom alternative sources, which we may
be able to achieve on favorable terms or at alitiRg additional collateral would reduce our ligtydand limit our ability to leverage our ass
If we cannot meet these requirements, the lenddd@xcelerate our indebtedness, increase theestteate on advanced funds and terminate
our ability to borrow funds from it, which
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could materially and adversely affect our financiahdition and ability to implement our investmsirategy. In addition, if the lender files for
bankruptcy or becomes insolvent, our loans may tecsubject to bankruptcy or insolvency proceedittgss depriving us, at least
temporarily, of the benefit of these assets. Surcbvent could restrict our access to bank credilifi@s and increase our cost of capital. The
providers of bank credit facilities and repurchageeement financing may also require us to mairgaiartain amount of cash or set aside a
sufficient to maintain a specified liquidity positi that would allow us to satisfy our collateraligations. As a result, we may not be able to
leverage our assets as fully as we would choosiehvdould reduce our return on assets. If we asblento meet these collateral obligations,
our financial condition and prospects could detati® rapidly.

In addition, if a counterparty to our ueghase transactions defaults on its obligatioresell the underlying security back to us at the en
of the transaction term, or if the value of the emging security has declined as of the end of thah, or if we default on our obligations under
the repurchase agreement, we will likely incursslon our repurchase transactions.

There can be no assurance that we wildbe to obtain additional bank credit facilitiasrepurchase agreements on favorable terms,
all.

Our access to sources of financing may be limitetlghus our ability to grow our business and to niamze our returns may be adversely
affected.

At the completion of this offering andampthe acquisition of our Initial Portfolio, we Wile subject to the Wells Fargo Facility and the
Citibank Facility. Subject to market conditions andhilability, we may incur significant additionddbt through bank credit facilities (including
term loans and revolving facilities), repurchaseeagents, warehouse facilities and structured Gimgnarrangements, public and private debt
issuances and derivative instruments, in additiomansaction or asset specific funding arrangesa&e may also issue additional debt or
equity securities to fund our growth.

Our access to sources of financing véfpehd upon a number of factors, over which we figileeor no control, including:

. general economic or market conditions;

. the market's view of the quality of our assets;

. the market's perception of our growth poten

. our current and potential future earnings and cisthibutions; and
. the market price of the shares of our common stock.

We will need to periodically access thpital markets to raise cash to fund new investmésnfavorable economic or capital market
conditions, such as the severe economic downtatrbigan in 2007, may increase our funding cdstd, dur access to the capital markets or
could result in a decision by our potential lendessto extend credit. An inability to successfudigcess the capital markets could limit our
ability to grow our business and fully execute business strategy and could decrease our eartifiggy,. In addition, the current dislocation
and weakness in the capital and credit marketsdcadNersely affect one or more private lenderscndid cause one or more of our private
lenders to be unwilling or unable to provide uswmiihancing or to increase the costs of that fimag.cln addition, if regulatory capital
requirements imposed on our private lenders chahgg,may be required to limit, or increase the ofsfinancing they provide to us. In
general, this could potentially increase our finag@osts and reduce our liquidity or require uset assets at an inopportune time or price
assurance can be given that we will be able toimltay such financing, including any replacementhefWells Fargo Facility and the Citibank
Facility on favorable terms or at all.
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Any warehouse facilities that we may obtain in theure may limit our ability to originate or acquie assets, and we may incur losses if
collateral is liquidated.

If securitization financings become aahié, we may utilize, if available, warehouse fie# pursuant to which we would accumulate
mortgage loans in anticipation of a securitizafioancing, which assets would be pledged as cofihfer such facilities until the securitization
transaction is consummated. In order to borrow $ulodoriginate or acquire assets under any fut@ehouse facilities, we expect that our
lenders thereunder would have the right to reviesvdotential assets for which we are seeking fimgndVe may be unable to obtain the
consent of a lender to originate or acquire ashatswe believe would be beneficial to us and wg brmunable to obtain alternate financing
such assets. In addition, no assurance can be tfiaea securitization structure would be consunechatith respect to the assets being
warehoused. If the securitization is not consumthatee lender could demand repayment of the faciibd in the event that we were unable to
timely repay, could liquidate the warehoused cefiatand we would then have to pay any amount bigiwifie original purchase price of the
collateral assets exceeds its sale price, suljgadotiated caps, if any, on our exposure. Inteddiregardless of whether the securitization is
consummated, if any of the warehoused collatersbiid before the completion, we would have to laggrresulting loss on the sale.

If non-recourse long-term securitizations become avaikabb us in the future, such structures may exposeta risks which could result in
losses.

If available, we may utilize non-recoutseg-term securitizations of our investments inrtgage loans, especially loan originations, if
and when they become available. Prior to any simam€ing, we may seek to finance these investmeititsrelatively short-term facilities until
a sufficient portfolio is accumulated. As a resulg would be subject to the risk that we would b@@ble to originate or acquire, during the
period that any short-term facilities are availaisigfficient eligible assets to maximize the efficty of a securitization. We also would bear the
risk that we would not be able to obtain new shemtn facilities or would not be able to renew ahgrs-term facilities after they expire should
we need more time to seek and originate or acguifficient eligible assets for a securitizationabidition, conditions in the capital markets,
including volatility and disruption in the capitahd credit markets, may not permit a non-recougsarftization at any particular time or may
make the issuance of any such securitization lissctive to us even when we do have sufficiergilele assets. While we would intend to
retain the unrated equity component of securitiregtiand, therefore, still have exposure to anystments included in such securitizations, our
inability to enter into such securitizations wouldrease our overall exposure to risks associatgddirect ownership of such investments,
including the risk of default. Our inability to ir&nce any short-term facilities would also inceeasr risk because borrowings thereunder
would likely be recourse to us as an entity. Ifave unable to obtain and renew short-term faglitieto consummate securitizations to finance
our investments on a long-term basis, we may beired|to seek other forms of potentially less ativ& financing or to liquidate assets at an
inopportune time or price.

We may enter into hedging transactions that coukpese us to contingent liabilities in the future.

Subject to maintaining our qualificatias a REIT, part of our investment strategy willdlwe entering into hedging transactions that
could require us to fund cash payments in certagumstances (such as the early termination ohttdging instrument caused by an event of
default or other early termination event, or theisien by a counterparty to request margin se@gitiis contractually owed under the terms of
the hedging instrument). The amount due would helktg the unrealized loss of the open swap pastisith the respective counterparty and
could also include other fees and charges. Thesm@oetic losses will be reflected in our results pé@tions, and our ability to fund these
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obligations will depend on the liquidity of our ats and access to capital at the time, and thetodfedd these obligations could adversely
impact our financial condition.

Hedging against interest rate exposure may adversdfect our earnings, which could reduce our caakailable for distribution to out
stockholders

Subject to maintaining our qualificatia® a REIT, we intend to pursue various hedgindgegiias to seek to reduce our exposure to
adverse changes in interest rates. Our hedgingtgatiill vary in scope based on the level and Vilits of interest rates, the type of assets held
and other changing market conditions. Interestlatiging may fail to protect or could adverselyeffus because, among other things:

. interest rate hedging can be expensive, partigutarting periods of rising and volatile interestersy

. available interest rate hedges may not correspordtly with the interest rate risk for which protien is sought;

. due to a credit loss, the duration of the hedge nzynatch the duration of the related liabili

. the amount of income that a REIT may earn from reglyansactions (other than hedging transactibasdatisfy certai

requirements of the Code or that are done througlkable REIT subsidiary, or TRS) to offset intémasge losses is limited by
U.S. federal tax provisions governing REITS;

. the credit quality of the hedging counterparty agvinoney on the hedge may be downgraded to sucktentehat it impairs ou
ability to sell or assign our side of the hedgiransaction; and

. the hedging counterparty owing money in the hedgriagsaction may default on its obligation to f
In addition, we may fail to recalculateadjust and execute hedges in an efficient manner.

Any hedging activity in which we engagaymmaterially and adversely affect our businesgré&fore, while we may enter into such
transactions seeking to reduce interest rate riskanticipated changes in interest rates may réasplorer overall investment performance t
if we had not engaged in any such hedging trarmagtin addition, the degree of correlation betwgére movements of the instruments used
in a hedging strategy and price movements in thi#gdio positions or liabilities being hedged magry materially. Moreover, for a variety of
reasons, we may not seek to establish a perfeatlation between such hedging instruments and ahfofio positions or liabilities being
hedged. Any such imperfect correlation may prewsnrom achieving the intended hedge and expose tisk of loss.

Hedging instruments often are not traded on reguddtexchanges or guaranteed by an exchange or gsghg house, and involve risks ar
costs that could result in material losses.

The cost of using hedging instrumentsdases as the period covered by the instrumergdses and during periods of rising and vol;
interest rates, we may increase our hedging agtivitl thus increase our hedging costs during penidten interest rates are volatile or rising
and hedging costs have increased. In addition,ihgdgstruments involve risk since they often aog tnaded on regulated exchanges or
guaranteed by an exchange or its clearing houseseégoiently, there are no requirements with redpaeicord keeping, financial responsibility
or segregation of customer funds and positionghEamore, the enforceability of agreements undeglyiedging transactions may depend on
compliance with applicable statutory and commodity other regulatory requirements and, dependirtp@identity of the counterparty,
applicable international requirements. The business
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failure of a hedging counterparty with whom we emt¢o a hedging transaction will most likely retsial its default. Default by a party with
whom we enter into a hedging transaction may restlie loss of unrealized profits and force usdoer our commitments, if any, at the then
current market price. Although generally we wilekdo reserve the right to terminate our hedgingjtfpms, it may not always be possible to
dispose of or close out a hedging position witlthetconsent of the hedging counterparty and we moape able to enter into an offsetting
contract in order to cover our risk. We cannot essou that a liquid secondary market will exist i@dging instruments purchased or sold,
we may be required to maintain a position untilreige or expiration, which could result in signéit losses.

Changes to derivatives regulation imposed by thedBd-rank Act could increase our costs of enteringtd derivative transactions, which
could adversely impact our results of operatiomdncial condition and business.

Through its comprehensive new regulategime for derivatives, the Dodd-Frank Act will ioge mandatory clearing, exchange-trading
and margin requirements on many derivatives traiec(including formerly unregulated over the-ctarrderivatives) in which we may
engage. The Dodd-Frank Act also creates new catsgof regulated market participants, such as "ssegbers,” "securitypased swap dealer
"major swap participants,” and "major security-tthsevap participants" that will be subject to sigraiht new capital, registration,
recordkeeping, reporting, disclosure, business goinahd other regulatory requirements. The detdithese requirements and the parameters
of these categories remain to be clarified throwdgmaking and interpretations by the U.S. ComnyoRittures Trading Commission, the Sk
the Federal Reserve Board and other regulatorségulatory implementation process which is expmtdetake a year or more to complete.

Nonetheless, based on information avklab of the date of this prospectus, the possitiéet of the Dodd-Frank Act will be likely to
increase our overall costs of entering into deist transactions. In particular, new margin reguients, position limits and capital charges,
even if not directly applicable to us, may causénarease in the pricing of derivatives transactieald by market participants to whom such
requirements apply. Administrative costs, due t@ nequirements such as registration, recordkeepépprting, and compliance, even if not
directly applicable to us, may also be reflectetligher pricing of derivatives. New exchanigading and trade reporting requirements may
to reductions in the liquidity of derivative tramians, causing higher pricing or reduced availghdf derivatives, or the reduction of arbitrage
opportunities for us, adversely affecting the perfance of certain of our trading strategies.

In addition, it is possible that the Canp may be determined by a governmental autharibeta swap dealer, major swap participant,
security-based swap dealer, major security-baseg garticipant or otherwise become subject to netitydevel regulation as a result of the
Dodd-Frank Act. This additional regulation coulddeto significant new costs which could materialtiversely affect our business.

We may fail to qualify for hedge accounting treatmte

We intend to record derivative and hedgmansactions in accordance with Financial AccmgnBtandards Board ("FASB") ASC 815,
Derivatives and Hedgin. Under these standards, we may fail to qualifyhfetlge accounting treatment for a number of reasodsding if we
use instruments that do not meet the FASB ASC &fiition of a derivative (such as short sales) faieto satisfy FASB ASC 815 hedge
documentation and hedge effectiveness assessngginteraents or our instruments are not highly effectif we fail to qualify for hedge
accounting treatment, our operating results mafesbecause losses on the derivatives that we grntemay not be offset by a change in the
fair value of the related hedged transaction anite
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We may enter into derivative contracts that coulkpese us to contingent liabilities in the future.

Subject to maintaining our qualificatias a REIT, we may enter into derivative contraués tould require us to fund cash payments in
the future under certain circumstancesd., the early termination of the derivative agreenttsed by an event of default or other early
termination event, or the decision by a counteypiarrequest margin securities it is contractuailyed under the terms of the derivative
contract). The amount due would be equal to thealized loss of the open swap positions with tlspeetive counterparty and could also
include other fees and charges. These economiedasay materially and adversely affect our business

Risks Related to Our Investments

We have not yet entered into definitive agreemeotsnake any specific new investments for our polipand, we will allocate the net
proceeds from this offering without input from owtockholders

We have not yet entered into definitigeegments to make any specific new investmentsdpportfolio and, as a result, you will not be
able to evaluate the manner in which the net pageéthis offering will be invested or the econormierit of our expected investments before
purchasing our common stock. As a result, we mayths net proceeds from these offerings to investiestments with which you may not
agree. Additionally, our investments will be seéetby our Manager and our stockholders will notehiamput into such investment decisions.
Both of these factors will increase the uncertgiatyd thus the risk, of investing in shares of@ammon stock. The failure of our Manager to
apply these proceeds effectively or find investraghat meet our investment criteria in sufficientet or on acceptable terms could result in
unfavorable returns, could cause a material adwaffeet on our business, financial condition, ljty, results of operations and ability to mi
distributions to our stockholders, and could cabgevalue of our common stock to decline.

Until appropriate investments can be iifienl, our Manager may invest the net proceedsigfoffering in interest-bearing short-term
investments, including money market accounts od$I€MBS or corporate bonds, which are consistétht eur intention to qualify as a REI
These investments are expected to provide a loatereturn than we will seek to achieve from investits in our target investments. We ex|
to reallocate a portion of the net proceeds froesé¢hofferings into our portfolio of investmentshiit three months, subject to the availability
appropriate investment opportunities. Our Managgarids to conduct due diligence with respect té é@agestment and suitable investment
opportunities may not be immediately available.fEfepportunities are available, there can be sgueance that our Manager's due diligence
processes will uncover all relevant facts or thmt imvestment will be successful.

We cannot assure you that we will be &blenter into definitive agreements to investrig aew investments that meet our investment
objective; that we will be successful in consummgtny investment opportunities we identify; orttbae or more investments we may make
using the net proceeds of this offering will yiglfractive risk-adjusted returns. Our inabilitydo any of the foregoing likely would materially
and adversely affect our business and our abditpake distributions to our stockholders.

The lack of liquidity in our investments may advelyg affect our business.

The illiquidity of our target investmentsy make it difficult for us to sell such invesim®if the need or desire arises. Certain target
investments such as B-Notes, transitional, mezeaaind other loans are also particularly illiquidestments due to their short life, their
potential unsuitability for securitization and tipeater difficulty of recovery in the event of artmwer's default. In addition, many of the loans
and securities we invest in will not be registeneder the relevant securities laws, resulting mahibition against their transfer, sale, pledg
their disposition except in a transaction thatdisnept from the registration requirements of, orottise in accordance with, those laws. As a
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result, we expect many of our investments will lhguid, and if we are required to liquidate all@portion of our portfolio quickly, we may
realize significantly less than the value at whighhave previously recorded our investments. Furthe may face other restrictions on our
ability to liquidate an investment in a businesttgro the extent that we or our Manager has aldde attributed as having material, non-
public information regarding such business enfity.a result, our ability to vary our portfolio irgponse to changes in economic and other
conditions may be relatively limited, which couldvarsely affect our results of operations and fai@ncondition.

Our investments may be concentrated and will bejeabto risk of default.

While we intend to diversify our portfolof investments in the manner described in thispectus, we are not required to observe
specific diversification criteria. Therefore, owrgolio of target investments may at times be @miated in certain property types that are
subject to higher risk of foreclosure, or securggipperties concentrated in a limited number afggaphic locations. To the extent that our
portfolio is concentrated in any one region or tgpasset, downturns relating generally to sucloregr type of asset may result in defaults on
a number of our investments within a short timequerwhich may reduce our net income and the vafumir common stock and accordingly
reduce our ability to pay dividends to our stockleos.

A prolonged economic slowdown, a lengthy or seveeession or further declines in real estate valuasuld impair our investments an
harm our operations.

We believe the risks associated withlmsiness will be more severe during periods of eooa slowdown or recession if these periods
are accompanied by declining real estate valuesddiition, our investment model may be adversdlycsdd if the current economic recession
continues longer or is deeper than we anticipagelibing real estate values would likely reduceltéwel of new mortgage and other real estate-
related loan originations since borrowers oftenajgareciation in the value of their existing prdjger to support the purchase or investment in
additional properties. Borrowers may also be léds t0 pay principal and interest on our loan$é value of real estate weakens. Further,
declining real estate values significantly incretieelikelihood that we will incur losses on ouats in the event of default because the value of
our collateral may be insufficient to cover ourtcos the loan. Any sustained period of increasedrgant delinquencies, foreclosures or losses
could adversely affect our manager's ability tcelstvin, sell and securitize loans, which would mally and adversely affect our results of
operations, financial condition, liquidity and busss and our ability to pay dividends to stockhde

Our real estate investments are subject to riskstigalar to real property. These risks may result & reduction or elimination of, or return
from, a loan secured by a particular propert

We may own commercial real estate diyeictithe future as a result of a default of morggag other real estate-related loans. Real estate
investments are subject to various risks, including

. acts of God, including earthquakes, floods andrattural disasters, which may result in uninsuosdes

. acts of war or terrorism, including the consequerafderrorist attacks

. adverse changes in national and local economicreariet conditions;

. changes in governmental laws and regulations, [ffgalicies and zoning ordinances and the relatestscof compliance with lav

and regulations, fiscal policies and ordinances;
. costs of remediation and liabilities associatedhwitvironmental conditions such as indoor mold; and

. the potential for uninsured or under-insured proplsses.
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If any of these or similar events occitrgjay reduce our return from an affected propertinvestment and reduce or eliminate our
ability to pay dividends to stockholders.

The senior CRE loans we expect to originate and thertgage loans underlying any CMBS investmentsttiage may make in the near term
will be subject to the ability of the commercialgperty owner to generate net income from operatthg property, as well as the risks of
delinquency and foreclosure.

Our senior CRE loans will be secured dmmercial property and will be subject to riskgdefinquency and foreclosure, and risks of
that may be greater than similar risks associatéuleans made on the security of single-familyidential property. The ability of a borrower
to repay a loan secured by an income-producinggstgpypically is dependent primarily upon the sessful operation of such property rather
than upon the existence of independent incomesatai®f the borrower. If the net operating incorhthe property is reduced, the borrower's
ability to repay the loan may be impaired. Net apiag income of an income-producing property cardeersely affected by, among other
things,

. tenant mix;

. success of tenant businesses;

. property management decisio

. property location, condition and design;

. competition from comparable types of properties;

. changes in laws that increase operating expendesibrents that may be charge

. changes in national, regional or local economidlitions and/or specific industry segments, inclgdine credit ani

securitization markets;

. declines in regional or local real estate values;

. declines in regional or local rental or occuparetes;

. increases in interest rates, real estate tax asg®ther operating expenses;

. costs of remediation and liabilities associatedhweitvironmental conditions;

. the potential for uninsured or underinsured propkrgses

. changes in governmental laws and regulations, dietufiscal policies, zoning ordinances and envinental legislation and tt

related costs of compliance; and

. acts of God, terrorist attacks, social unrest awnidl disturbances.

In the event of any default under a mortgage lagd Hirectly by us, we will bear a risk of lossprfncipal to the extent of any deficien
between the value of the collateral and the pradcmd accrued interest of the mortgage loan, wbizhd have a material adverse effect on our
cash flow from operations and limit amounts avdédbr distribution to our stockholders. In the evef the bankruptcy of a mortgage loan
borrower, the mortgage loan to such borrower vélideemed to be secured only to the extent of theed the underlying collateral at the tii
of bankruptcy (as determined by the bankruptcy }pand the lien securing the mortgage loan wilkbbkject to the avoidance powers of the
bankruptcy trustee or debtor-in-possession to xtene the lien is unenforceable under state laweélosure of a mortgage loan can be an
expensive and lengthy process, which could hawdstantial negative effect on our anticipated retwm the foreclosed mortgage loan.
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We operate in a competitive market for investmepportunities and competition may limit our ability originate or acquire desirable
investments in our target investments and couldaagdfect the pricing of these securities.

A number of entities compete with us takerthe types of investments that we seek to n@keprofitability depends, in large part, on
our ability to originate or acquire our target istraents on attractive terms. In originating or agqg our target investments, we will compete
with a variety of institutional investors, includiother REITS, specialty finance companies, pudntid private funds (including other funds
managed by Ares Management), commercial and invedtlranks, commercial finance and insurance corepaid other financial
institutions. Several other REITs have raised rerexpected to raise, significant amounts of chpitad may have investment objectives that
overlap with ours, which may create additional cetitfpn for investment opportunities. Many of outigipated competitors are significantly
larger than we are and have considerably greatendial, technical, marketing and other resourcas tve do. Some competitors may have a
lower cost of funds and access to funding soutltaisare not available to us, such as the U.S. Gavent. Many of our competitors are not
subject to the operating constraints associatea REIT tax compliance or maintenance of an exemtiom the 1940 Act. In addition, some
of our competitors may have higher risk tolerammedifferent risk assessments, which could alloanttto consider a wider variety of
investments, deploy more aggressive pricing arabéish more relationships than us. Furthermore,pegition for originations of and
investments in our target investments may leatiémtice of such assets increasing, which may duaitmit our ability to generate desired
returns. We cannot assure you that the competitiessures we face will not have a material adveffeet on our business, financial condition
and results of operations. Also, as a result af tbimpetition, desirable investments in our tairgetstments may be limited in the future and
we may not be able to take advantage of attragtivestment opportunities from time to time, as \&a provide no assurance that we will be
able to identify and make investments that areister® with our investment objectives.

If our Manager overestimates the yields or incortBcprices the risks of our investments, we may esipnce losses

Our Manager will value our potential ist@ents based on yields and risks, taking into aticestimated future losses on the mortgage
loans and the collateral underlying them, and #sterated impact of these losses on expected feask flows and returns. Our Manager's loss
estimates may not prove accurate, as actual remalgjsvary from estimates. If our Manager undereste® the asset-level losses relative to the
price we pay for a particular investment, we magegience losses with respect to such investment.

Loans on properties in transition will involve a gater risk of loss than traditional investme-grade mortgage loans with fully insured
borrowers.

We may originate transitional loans seduby first lien mortgages on a property to bornsmgho are typically seeking shagrm capita
to be used in an acquisition or rehabilitation giraperty. The typical borrower under a transitidnan has usually identified an undervalued
asset that has been under-managed and/or is ldoage@covering market. If the market in which #sset is located fails to improve according
to the borrower's projections, or if the borrowaits to improve the quality of the asset's manageraed/or the value of the asset, the borrower
may not receive a sufficient return on the assettisfy the transitional loan, and we bear thie thisit we may not recover some or all of our
investment.

In addition, borrowers usually use thegaeds of a conventional mortgage to repay a tianal loan. Transitional loans therefore are
subject to risks of a borrower's inability to olbtapermanent financing to repay the transitionahldaansitional loans are also subject to risl
borrower defaults, bankruptcies, fraud, lossesspattial hazard losses that are not covered byatamézard insurance. In the event of any
default under transitional loans that may be hgld$y we bear the risk of loss of
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principal and non-payment of interest and fee$iéoetxtent of any deficiency between the value efttortgage collateral and the principal
amount and unpaid interest of the transitional Idanthe extent we suffer such losses with resfeetttese transitional loans, the value of the
Company and the price of our shares of common stawokbe adversely affected.

Risks of cost overruns and noncompletion of renaweatof the properties underlying short term senitmans on properties in transition ma
result in significant losses.

The renovation, refurbishment or expamdip a borrower under a mortgaged property invohias of cost overruns and noncompleti
Estimates of the costs of improvements to bring@&juired property up to standards establishechiontarket position intended for that
property may prove inaccurate. Other risks mayuitelrehabilitation costs exceeding original esteésapossibly making a project
uneconomical, environmental risks and rehabilitabod subsequent leasing of the property not besngpleted on schedule. If such renova
is not completed in a timely manner, or if it costsre than expected, the borrower may experiemqprelanged impairment of net operating
income and may not be able to make payments omeestment, which could result in significant losse

Investments in no-conforming and non-investment grade rated loanssgcurities involve increased risk of loss.

Many of our investments will not confotmconventional loan standards applied by tradétidenders and either will not be rated or will
be rated as non-investment grade by the ratingcégenThe non-investment grade ratings for thesetasypically result from the overall
leverage of the loans, the lack of a strong opagatistory for the properties underlying the loahs, borrowers' credit history, the underlying
properties' cash flow or other factors. As a resh#se investments should be expected to havghahiisk of default and loss than investment
grade rated assets. Any loss we incur may be gignifand may reduce distributions to our stockéiilcind adversely affect the market value
of our common stock. There are no limits on thegetage of unrated or non-investment grade ratsetas/e may hold in our investment
portfolio.

The B-Notes that we may originate or acquire maydject to additional risks related to the priviteegotiated structure and terms of the
transaction, which may result in losses to us.

We may originate or acquire B-Notes. ABte is a mortgage loan typically (a) secured fiysa mortgage on a single large commercial
property or group of related properties and (b)osdimated to an A-Note secured by the same firstgage on the same collateral. As a result,
if a borrower defaults, there may not be sufficiiemtds remaining for B-Note holders after paymertiie A-Note holders. Because each
transaction is privately negotiated, B-Notes cary wa their structural characteristics and riskst Example, the rights of holders of B-Notes to
control the process following a borrower defaultymary from transaction to transaction. Furthef8tes typically are secured by a single
property and accordingly reflect the risks assediatith significant concentration. Significant lesgelated to our B-Notes would result in
operating losses for us and may limit our abildymake distributions to our stockholders.

Our mezzanine loan assets will involve greater 83K loss than senior loans secured by income-praidg properties.

We may originate or acquire mezzanin@$oavhich take the form of subordinated loans sstby second mortgages on the underlying
property or loans secured by a pledge of the owniigiaterests of either the entity owning the priyper a pledge of the ownership interests of
the entity that owns the interest in the entity owrthe property. These types of assets involviglagn degree of risk than long-term senior
mortgage lending secured by income-producing regierty, because the loan may become unsecuredeasltof foreclosure by the senior
lender. In the event of a bankruptcy of the engityviding the pledge of its ownership interestsesurity, we may not have full recourse to
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the assets of such entity, or the assets of thiy emhy not be sufficient to satisfy our mezzanioan. If a borrower defaults on our mezzanine
loan or debt senior to our loan, or in the everd bbrrower bankruptcy, our mezzanine loan wilkhgsfied only after the senior debt. As a
result, we may not recover some or all of our @igixpenditure. In addition, mezzanine loans masehdgher loan-to-value ratios than
conventional mortgage loans, resulting in lesstgdnithe property and increasing the risk of logrincipal. Significant losses related to our
mezzanine loans would result in operating lossesgand may limit our ability to make distributito our stockholders.

Any credit ratings assigned to our investments viiél subject to ongoing evaluations and revisionglame cannot assure you that tho
ratings will not be downgraded.

Some of our investments may be ratedalipg agencies such as Moody's Investors Servitie) Ratings, Standard & Poors, DBRS, |
or Realpoint LLC. Any credit ratings on our invesimis are subject to ongoing evaluation by crediitgeagencies, and we cannot assure you
that any such ratings will not be changed or witlndr by a rating agency in the future if, in itsguaent, circumstances warrant. If rating
agencies assign a lower-than-expected rating arceedr withdraw, or indicate that they may reduceithdraw, their ratings of our
investments in the future, the value of our investta could significantly decline, which would adsey affect the value of our investment
portfolio and could result in losses upon dispositdr the failure of borrowers to satisfy their tisbrvice obligations to us.

We may experience a decline in the fair value ofr@ssets.

A decline in the fair market value of @ssets may require us to recognize an "othert@porary” impairment against such assets
under GAAP if we were to determine that, with regge any assets in unrealized loss positions, eveal have the ability and intent to hold
such assets to maturity or for a period of timdisigit to allow for recovery to the original acgition cost of such assets. If such a
determination were to be made, we would recognizealized losses through earnings and write dowrathortized cost of such assets to a
new cost basis, based on the fair value of sudtt@es the date they are considered to be othartdmaporarily impaired. Such impairment
charges reflect non-cash losses at the time ofjrétion; subsequent disposition or sale of sucletassould further affect our future losses or
gains, as they are based on the difference bettheesale price received and adjusted amortizedofastch assets at the time of sale. If we
experience a decline in the fair value of our ass®mir results of operations, financial conditiowl @ur ability to make distributions to our
stockholders could be materially and adverselycadid

Some of our portfolio investments may be recordedadr value and, as a result, there will be uncaimty as to the value of thes
investments.

Some of our portfolio investments mayirbéhe form of positions or securities that are pablicly traded. The fair value of securities .
other investments that are not publicly traded matybe readily determinable. We will value theseestments quarterly at fair value, which
may include unobservable inputs. Because such tahsaare subjective, the fair value of certairmof assets may fluctuate over short periods
of time and our determinations of fair value maffedtimaterially from the values that would have hesed if a ready market for these
securities existed. The value of our common staakdtbe adversely affected if our determinatiorgarding the fair value of these investme
were materially higher than the values that wemdtely realize upon their disposal.

Additionally, the Company's results okogtions for a given period could be adverselycadfe if its determinations regarding the fair
value of these investments were materially highantthe values that the Company ultimately realigem their disposal. The valuation
process has been particularly challenging receaiymarket events have made valuations of cersaietsimore difficult, unpredictable and
volatile.
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If we invest in CMBS, such investments would postk#@ional risks, including the risks of the secuittation process and the risk that tt
special servicer may take actions that could adedysaffect our interests

We may acquire CMBS. In general, lossea smortgaged property securing a mortgage lodnded in a securitization will be borne
first by the equity holder of the property, thendgash reserve fund or letter of credit, if ahgntby the holder of a mezzanine loan or B-Note,
if any, then by the "first loss" subordinated ségunolder (generally, the "B-Piece" buyer) andrtey the holder of a higher-rated security. In
the event of default and the exhaustion of anytgauipport, reserve fund, letter of credit, mezmaribans or B-Notes, and any classes of
securities junior to those in which we invest, wi# mot be able to recover all of our investmenttie securities we purchase. In addition, if the
underlying mortgage portfolio has been overvalugthie originator, or if the values subsequentlylidecand, as a result, less collateral valt
available to satisfy interest and principal payrsehte on the related mortgage-backed securitiespiibes of lower credit quality securities
are generally less sensitive to interest rate astigan more highly rated investments, but morsitea to adverse economic downturns or
individual issuer developments.

With respect to the CMBS in which we niayest, overall control over the special servicbighe related underlying mortgage loans
be held by a "directing certificateholder" or afitwlling class representative,” which is appoiritgdhe holders of the most subordinated class
of CMBS in such series. Because we may acquirsesagf existing series of CMBS, we will not have tight to appoint the directing
certificateholder. In connection with the servicimigthe specially serviced mortgage loans, theedlapecial servicer may, at the direction of
the directing certificateholder, take actions witspect to the specially serviced mortgage loaaisdbuld adversely affect our interests.

Insurance on mortgage loans and real estate sedasitcollateral may not cover all losse

There are certain types of losses, gdyerha catastrophic nature, such as earthqudlas]s, hurricanes, terrorism or acts of war, wi
may be uninsurable or not economically insuralsi#ation, changes in building codes and ordinaneasironmental considerations and other
factors, including terrorism or acts of war, alsight result in insurance proceeds insufficientdpair or replace a property if it is damaged or
destroyed. Under these circumstances, the insugoceeds received with respect to a propertyinglatne of our investments might not be
adequate to restore our economic position witheetsp our investment. Any uninsured loss couldiltds the loss of cash flow from, and the
asset value of, the affected property and the vaflwair investment related to such property.

Liability relating to environmental matters may inggt the value of properties that we may acquire ndoreclosure of the propertie
underlying our investments.

To the extent we foreclose on propestigh respect to which we have extended mortgagesioae may be subject to environmental
liabilities arising from such foreclosed propertiemder various U.S. federal, state and local lamspwner or operator of real property may
become liable for the costs of removal of certaimdrdous substances released on its property. Tdes®ften impose liability without regard
to whether the owner or operator knew of, or wapoesible for, the release of such hazardous sutesta

The presence of hazardous substancesadweysely affect an owner's ability to sell reahtssor borrow using real estate as collatera
the extent that an owner of a property underlying of our debt investments becomes liable for reahowsts, the ability of the owner to make
payments to us may be reduced, which in turn magsely affect the value of the relevant mortgaggetiheld by us and our ability to make
distributions to our stockholders.

If we foreclose on any properties undedyour investments, the presence of hazardoudaui®s on a property may adversely affect
ability to sell the property and we may incur sabsial remediation costs, thus harming our findnmeadition. The discovery of material
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environmental liabilities attached to such progarttould have a material adverse effect on oultsestioperations and financial condition and
our ability to make distributions to our stockhalsle

Risks Related to Our Common Stock

There is no public market for our common stock aadnarket may never develop, which could cause camenon stock to trade at a
discount and make it difficult for holders of ourammon stock to sell their shares.

Our shares of common stock are newlyeidsecurities for which there is no establisheditigamarket. We will apply to list our
common stock on the NYSE, under the trading syMRGIRC." However, there can be no assurance thatctwe trading market for our
common stock will develop, or if one develops, b@mtained. Accordingly, no assurance can be gigato ¢ghe ability of our stockholders to
sell their common stock or as to the price thatstackholders may obtain for their common stock.

The market price of our common stock may fluctuagignificantly.

The capital and credit markets have ridg@xperienced a period of extreme volatility atisruption. The market price and liquidity of
the market for shares of our common stock may @peifsiantly affected by numerous factors, some bfol are beyond our control and may
not be directly related to our operating performarihese factors include:

Some of the factors that could negatiegfgct the market price of our common stock inetud

. our actual or projected operating results, findnmiadition, cash flows and liquidity, or changashiusiness strategy or
prospects;

. actual or perceived conflicts of interest with dlenager or Ares Management and individuals, inclgdiur executives

. equity issuances by us, or share resales by ocklttrers, or the perception that such issuancessates may occur;

. loss of a major funding source;

. actual or anticipated accounting problel

. publication of research reports about us or theestate industry;

. changes in market valuations of similar companies;

. adverse market reaction to any increased indebssdme incur in the futur

. additions to or departures of our Manager's or Masagement's key personn

. speculation in the press or investment community;

. increases in market interest rates, which may ilaektors to demand a higher distribution yielddar common stock, if we

have begun to make distributions to our stockhaldand would result in increased interest expeosesir debt;

. failure to maintain our REIT qualification or exetigm from the 1940 Act;

. price and volume fluctuations in the overall stotkrket from time to time;

. general market and economic conditions, and tremadgding inflationary concerns, the current stat¢he credit and capiti
markets;
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. significant volatility in the market price and tiad volume of securities of publicly traded REITisather companies in our
sector, which are not necessarily related to treaimg performance of these companies;

. changes in law, regulatory policies or tax guidedinor interpretations thereof, particularly wigspect to REITS;

. changes in the value of our portfolio;

. any shortfall in revenue or net income or any iaseein losses from levels expected by investosgourities analyst:

. operating performance of companies comparable;t

. short-selling pressure with respect to shares otommon stock or REITs generally;

. uncertainty surrounding the strength of the U.®neamic recovery particularly in light of the recelawngrade of the U.S.

Government's credit rating; and

. concerns regarding European sovereign debt.

As noted above, market factors unrel&enlir performance could also negatively impactttagket price of our common stock. One of
the factors that investors may consider in decidwhgther to buy or sell our common stock is outritigtion rate as a percentage of our stock
price relative to market interest rates. If maikétrest rates increase, prospective investorsdeayand a higher distribution rate or seek
alternative investments paying higher dividendstarest. As a result, interest rate fluctuationd eonditions in the capital markets can affect
the market value of our common stock. For instaiiéeterest rates rise, it is likely that the marlprice of our common stock will decrease as
market rates on interest-bearing securities inereas

Common stock eligible for future sale may have abeeeffects on our share price.

We are offering shares of our common stock as described in thispgaius (excluding the underwriters' overallotment
option to purchase up to an additional shares). In addition, concurrentlyhathis offering, Ares Investments, an affiliateAoes
Management, will receive hames of our common stock as consideration foatiggiisition of our Initial Portfolio at a price per
share equal to the price per share in this offei@g 2011 Equity Incentive Plan will include prsigns for grants of restricted common stock,
restricted stock units and other equity-based asveraur .nearrently with the completion of this offering atiee
acquisition of our Initial Portfolio, we will gramestricted shares of common stock and/or restristeck units, equal to % of the number
of shares of our common stock that we issue indfiexing and the acquisition of our Initial Podtfo(without giving effect to any exercise by
the underwriters of their overallotment option)ptar . Arevéistments will agree that, for a period of 365 dafysr the
date of this prospectus, it will not, without thégp written consent of Wells Fargo Securities, La@d Citigroup Global Markets Inc., dispose
of or hedge any of the shares it purchases, sutgj@artain exceptions and extension in certaicucinstances as described elsewhere in this
prospectus. Assuming no exercise of the undenatitererallotment option to purchase additional sbaapproximately % of our common
stock outstanding upon completion of this offerimifj be subject to lock-up agreements. When thiklap period expires, these shares of
common stock will become eligible for sale, in sotases subject to the requirements of Rule 144rithdeSecurities Act of 1933, as amended
(or the Securities Act), as well as shares of comstock delivered upon settlement of restrictedlstmits (after, in the case
of , their@8ay lock-up period), which are described undévat8s Eligible for Future Sale."

We cannot predict the effect, if anyfutire sales of our common stock, or the availgbdf shares for future sales, on the market price
of our common stock. The market price of our commsimtk may decline significantly when the restdos on resale by certain of our
stockholders lapse.
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Sales of substantial amounts of common stock opéneeption that such sales could occur may adyeaffect the prevailing market price for
our common stock.

After the completion of this offering, wigay issue additional restricted common stock @hdraequity-based awards under our 2011
Equity Incentive Plan. Also, we may issue additiatares in subsequent public offerings or priydéeements to make new investments o
other purposes. We are not required to offer ah shares to existing stockholders on a preemptges. Therefore, it may not be possible for
existing stockholders to participate in such futsinare issuances, which may dilute the existingkstolders' interests in us.

We have not established a minimum distribution pagmt level and we may be unable to generate suffitigash flows from our operations
to make distributions to our stockholders at anyng in the future.

We are generally required to distribut@tr stockholders at least 90% of our REIT taxaldeme each year for us to qualify as a REIT,
which requirement we currently intend to satisfyotigh quarterly distributions of all or substanialll of our REIT taxable income in such
year, subject to certain adjustments. We have stabished a minimum distribution payment level and ability to pay distributions may |
adversely affected by a number of factors, inclgdhre risk factors described in this prospectusdistributions will be made at the discretion
of our board of directors and will depend on ounéggs, our financial condition, debt covenantsjntemance of our REIT qualification and
other factors as our board of directors may dedevaet from time to time. We believe that a chamgany one of the following factors could
adversely affect our results of operations and impar ability to pay distributions to our stockhkets:

. the profitability of the investment of the net peecs of this offering

. our ability to make profitable investmen

. margin calls or other expenses that reduce our fbash

. defaults in our asset portfolio or decreases irviiae of our portfolio; and

. the fact that anticipated operating expense lewalg not prove accurate, as actual results mayfvany estimates

As a result, no assurance can be givatwib will be able to make distributions to ourcktoolders at any time in the future or that the
level of any distributions we do make to our stamlklers will achieve a market yield or increasewarebe maintained over time, any of which
could materially and adversely affect us.

In addition, distributions that we makeour stockholders out of current or accumulatediags and profits generally will be taxable to
our stockholders as ordinary income. However, gigqoof our distributions may be designated by sisapital gain dividends and generally
will be taxed to our stockholders as long-term tagain to the extent that such distributions dbexceed our actual net capital gain for the
taxable year, without regard to the period for wartice stockholder that receives such distributias eld its stock. Distributions in excess of
our current and accumulated earnings and profitdegermined for tax purposes, and not designater las capital gain dividends may
constitute a return of capital. A return of capisahot taxable, but has the effect of reducinglthsis of a stockholder's investment in our
common stock, but not below zero.

We may use a portion of the net proceeds from thfifering to make quarterly distributions, which wadd, among other things, reduce our
cash available for investing.

Prior to the time we have fully investbé net proceeds of this offering, we may fund quatrterly distributions out of the net proceec
these offerings, which would reduce the amountashave have available for investing and other pgepoThe use of these net proceeds for
distributions

44




Table of Contents

could be dilutive to our financial results. In atitoh, funding our distributions from our net prodeemay constitute a return of capital to our
investors, which would have the effect of reduadagh stockholder's basis in its shares of our camstuxk.

Investing in our common stock may involve a highgtee of risk.

The investments that we make in accordavith our investment objectives may result inghramount of risk when compared to
alternative investment options and volatility os$aof principal. Our investments may be highly sietive and aggressive, and therefore an
investment in our common stock may not be suitbdilsomeone with lower risk tolerance.

Future offerings of debt or equity securities, wiiavould rank senior to our common stock, may adwaysaffect the market price of our
common stock.

If we decide to issue debt or equity siies in the future, which would rank senior tar@@mmon stock, it is likely that they will be
governed by an indenture or other instrument cairtgicovenants restricting our operating flexililifdditionally, any convertible or
exchangeable securities that we issue in the fuharg have rights, preferences and privileges nererfible than those of our common stock
and may result in dilution to owners of our comnstock. We and, indirectly, our stockholders, wikl the cost of issuing and servicing such
securities. Because our decision to issue delquityesecurities in any future offering will depead market conditions and other factors
beyond our control, we cannot predict or estimageamount, timing or nature of our future offeringBus holders of our common stock will
bear the risk of our future offerings reducing tharket price of our common stock and diluting th&ue of their stock holdings in us.

Risks Related to Our Organization and Structure

The Maryland General Corporation Law, or the MGClprohibits certain business combinations, which mapake it more difficult for us to
be acquired.

Under the MGCL, "business combinationstineen a Maryland corporation and an "interestecksiolder” or an affiliate of an interest
stockholder are prohibited for five years after thest recent date on which the interested stocldndidcomes an interested stockholder. These
business combinations include a merger, consotidatihare exchange or, in circumstances specifititei statute, an asset transfer or issuance
or reclassification of equity securities. An intged stockholder is defined as: (a) any personlvemzficially owns 10% or more of the voting
power of the then-outstanding voting stock of theporation; or (b) an affiliate or associate of toeporation who, at any time within the two-
year period prior to the date in question, washieeficial owner of 10% or more of the voting powéthe the-outstanding stock of the
corporation.

A person is not an interested stockholaeter the statute if the board of directors appdown advance the transaction by which the
person otherwise would have become an interestetttsdlder. However, in approving a transaction,ldbard of directors may provide that its
approval is subject to compliance, at or aftertiime of approval, with any terms and conditionsed®ined by the board of directors.

After the expiration of the five-year jmet described above, any business combination leetwee Maryland corporation and an
interested stockholder must generally be recomnttbglehe board of directors of the corporation apgroved by the affirmative vote of at
least:

. 80% of the votes entitled to be cast by holderhefthen-outstanding shares of voting stock otcthriporation; and
. two-thirds of the votes entitled to be cast by leoddof voting stock of the corporation, other tkhares held by the interested

stockholder with whom or with whose affiliate thesiness combination is to be effected, or heldrbgféiliate or associate of
the interested stockholder.
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These supermajority vote requirementaatocapply if the corporation's common stockholdereive a minimum price, as defined under
the MGCL, for their shares in the form of cash tiven consideration in the same form as previoualy py the interested stockholder for its
shares. The MGCL also permits various exemptioms fihese provisions, including business combinattbat are exempted by the board of
directors before the time that the interested diolder becomes an interested stockholder. Pursodhé statute, our board of directors has
adopted a resolution exempting any business coribimaith our Manager or any affiliate of our MamsgConsequently, the five-year
prohibition and the supermajority vote requirememitsnot apply to business combinations betweemamns our Manager or any affiliate of our
Manager. As a result, our Manager or any affil@teur Manager may be able to enter into businesshinations with us that may not be in
best interest of our stockholders, without complawith the supermajority vote requirements andother provisions of the statute. The
business combination statute may discourage oftwrstrying to acquire control of us and increase difficulty of consummating any offer.
See "Description of Capital Stock — Business Coratiims."

Stockholders have limited control over changes ur @olicies and operations

Our board of directors determines ouranpplicies, including with regard to financingpgrth, debt capitalization, REIT qualification
and distributions. Our board of directors may amenckvise these and other policies without a wdtine stockholders. Under our charter and
the MGCL, our stockholders generally have a rightdte only on the following matters:

. the election or removal of directors;

. the amendment of our charter, except that our bobditectors may amend our charter without stoddt@oapproval to
. change our nami
. change the name or other designation or the paewaflany class or series of stock and the aggrguatvalue of our

stock;

. increase or decrease the aggregate number of sifestesck that we have the authority to iss
. increase or decrease the number of our shares/aiass or series of stock that we have the authtwriissue; and
. effect certain reverse stock splits;

. our liquidation and dissolution; at

. ourrt]Jeing a party to a merger, consolidation, ealether disposition of all or substantially allaifr assets or statutory shi
exchange.

All other matters are subject to the diton of our board of directors.
Our authorized but unissued shares of common aneéferred stock may prevent a change in our control.

Our charter authorizes us to issue up to additionalklaorized but unissued shares of common or prefestezk
without stockholder approval. In addition, our tbaf directors may, without stockholder approvatemd our charter from time to time to
increase or decrease the aggregate number of sifavas stock or the number of shares of stocknyf @ass or series that we have authority to
issue and classify or reclassify any unissued shafreommon or preferred stock and set the prefegmrights and other terms of the classified
or reclassified shares. As a result, our boardreftbrs may establish a class or series of slairesmmon or preferred stock that could delay
or prevent a merger, third-party tender offer amikir transaction or a change in incumbent managéthat might involve a premium price for
shares of our common stock or otherwise be in &st interest of our stockholders.
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Maintenance of our exemption from registration undéhe 1940 Act imposes significant limits on our e@tions. Your investment retur
may be reduced if we are required to register asimestment company under the 1940 Act.

We intend to conduct our operations s tieither we nor any of our subsidiaries are megiuio register as an investment company u
the 1940 Act. Because we are a holding companywhiatonduct its businesses primarily through wha@wned subsidiaries, the securities
issued by these subsidiaries that are exceptedtfrerdefinition of "investment company" under Sext8(c)(1) or Section 3(c)(7) of the 1940
Act, together with any other investment securitiesmay own, may not have a combined value in exak46% of the value of our total assets
on an unconsolidated basis. This requirement lithitgstypes of businesses in which we may engagegirour subsidiaries. In addition, the
assets we and our subsidiaries may originate arigcgre limited by the provisions of the 1940 Aot the rules and regulations promulgated
under the 1940 Act, which may adversely affectlmusiness.

If the value of securities issued by suibsidiaries that are excepted from the definiibfinvestment company" by Section 3(c)(1) or 3
(c)(7) of the 1940 Act, together with any othereéstment securities we own, exceeds 40% of our &ststs on an unconsolidated basis, or if
one or more of such subsidiaries fail to maintaireaception or exemption from the 1940 Act, we dpalmong other things, be required either
(a) to substantially change the manner in whiclcargduct our operations to avoid being requirecetister as an investment company or (k
register as an investment company under the 1940eRher of which could have an adverse effecusmand the market price of our securities.
If we or any of our subsidiaries were requireddgister as an investment company under the 1940Hetegistered entity would become
subject to substantial regulation with respectapital structure (including the ability to use leage), management, operations, transactions
with affiliated persons (as defined in the 1940)Apbrtfolio composition, including restrictionstivirespect to diversification and industry
concentration, compliance with reporting, recordgiag, voting, proxy disclosure and other rules gaglilations that would significantly
change our operations.

Failure to maintain an exemption woulduiee us to significantly restructure our investingtmnategy. For example, because affiliate
transactions are generally prohibited under thed18et, we would not be able to enter into trangaxtiwith any of our affiliates if we are
required to register as an investment companywanohight be required to terminate our managemengtemgent and any other agreements
affiliates, which could have a material adverse@fbn our ability to operate our business anddistyibutions. If we were required to register
us as an investment company but failed to do soyawdd be prohibited from engaging in our business] criminal and civil actions could be
brought against us. In addition, our contracts wdid unenforceable unless a court required enfengrand a court could appoint a receiv
take control of us and liquidate our business.

We expect certain subsidiaries that wg foam in the future to rely upon the exemptionnfroegistration as an investment company
under the 1940 Act pursuant to Section 3(c)(5){@he 1940 Act, which is available for entities itparily engaged" in the business of
"purchasing or otherwise acquiring mortgages aheérdiens on and interests in real estate.” Thesvgxion generally requires that at least 55%
of these subsidiaries' assets must comprise qingifgal estate assets and at least 80% of eatieiofportfolios must comprise qualifying real
estate assets and real estate-related assetsthed®40 Act. We expect each of our subsidiarigsng on Section 3(c)(5)(C) to rely on
guidance published by the SEC staff or on our aeespf such guidance to determine which assetpualdying real estate assets and real
estate-related assets. However, the SEC's guideaéssued in accordance with factual situatioas iy be substantially different from the
factual situations we may face, and much of thel@uie was issued more than 10 years ago. No asswan be given that the SEC staff will
concur with our classification of our assets. Idiidn, the SEC staff may, in the future, issudtfar guidance that may require us to re-classify
our assets for purposes of qualifying for an exolugrom regulation under the 1940 Act. If we aequired to re-classify our assets, we may no
longer be in compliance with the exclusion from dedinition of an "investment company" provided by
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Section 3(c)(5)(C) of the 1940 Act. To the extédrdtithe SEC staff publishes new or different guidawith respect to any assets we have
determined to be qualifying real estate assetsnese be required to adjust our strategy accordidghaddition, we may be limited in our abil
to make certain investments and these limitatiaugccresult in a subsidiary holding assets we mighkh to sell or selling assets we might v
to hold.

The SEC has not published guidance veisipect to the treatment of CMBS for purposes oSthetion 3(c)(5)(C) exemption. Based on
our analysis of published guidance with respecther types of assets, we consider the controtliags of CMBS to be a qualifying real estate
asset under certain conditions. The SEC may ifituee take a view different than or contrary to analysis with respect to CMBS.

Certain of our subsidiaries may rely ba éxemption provided by Section 3(c)(6) to theeekthat they hold mortgage assets through
majority-owned subsidiaries that rely on Sectiot))(C). The SEC staff has issued little interimeeguidance with respect to Section 3(c)(6)
and any guidance published by the staff could requs to adjust our strategy accordingly.

We determine whether an entity is onewfmajority-owned subsidiaries. The 1940 Act dedim majority-owned subsidiary of a person
as a company 50% or more of the outstanding vat@ogirities of which are owned by such person, armther company which is a majority-
owned subsidiary of such person. The 1940 Act &urttefines voting securities as any security prthsentitling the owner or holder thereof
vote for the election of directors of a company. téat companies in which we own at least a magjarfithe outstanding voting securities as
majority-owned subsidiaries for purposes of the 48%t. We have not requested the SEC to approveeaiment of any company as a
majority-owned subsidiary and the SEC has not danéf the SEC were to disagree with our treatnoémine or more companies as majority-
owned subsidiaries, we would need to adjust oatesly and our assets in order to continue to [es4@% test. Any such adjustment in our
strategy could have a material adverse effect on us

The SEC recently solicited public commemta wide range of issues relating to Section(3)J¢}) of the 1940 Act, including the nature
of the assets that qualify for purposes of the extem and whether mortgage REITs should be regdii@@ manner similar to investment
companies. There can be no assurance that thelvegulations governing the 1940 Act status dffREncluding the Division of
Investment Management of the SEC providing moreifipeor different guidance regarding these exeonj will not change in a manner that
adversely affects our operations. If we or our glibges fail to maintain an exception or exemptimm the 1940 Act, we could, among other
things, be required either to (a) change the maimehich we conduct our operations to avoid bewguired to register as an investment
company, (b) effect sales of our assets in a mathagror at a time when, we would not otherwisease to do so, or (c) register as an
investment company, any of which could negativélga the value of our common stock, the sustalitglwf our business model, and our
ability to make distributions which could have averse effect on our business and the market fwioeur shares of common stock.

Rapid and steep declines in the values of our CRiahce-related investments may make it more difficult fos to maintain our
qualification as a REIT or exemption from the 194&ct.

If the market value or income potentifiteal estate-related investments declines asudt igfsincreased interest rates or other factoes, w
may need to increase our real estate investmedtg&iaame and/or liquidate our non-qualifying as$etsrder to maintain our REIT
qualification or exemption from the 1940 Act. Ietldecline in real estate asset values and/or incmters quickly, this may be especially
difficult to accomplish. This difficulty may be esarbated by the illiquid nature of any non-qualtifyiassets that we may own. We may have to
make investment decisions that we otherwise woatdwake absent the REIT and 1940 Act considerations
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Our rights and the rights of our stockholders togever on claims against our directors and officeage limited, which could reduce your ai
our recovery against them if they negligently causeto incur losses.

The MGCL provides that a director hadiability in such capacity if he performs his d#ig good faith, in a manner he reasonably
believes to be in our best interests and with #Hre that an ordinarily prudent person in a likeitias would use under similar circumstances
director who performs his or her duties in accoogawith the foregoing standards should not bediablus or any other person for failure to
discharge his or her obligations as a director.

In addition, our charter provides that our dicestand officers will not be liable to us or ourdtholders for monetary damages unles:
director or officer actually received an impropenbfit or profit in money, property or servicesjoadjudged to be liable to us or our
stockholders based on a finding that his or héoagbr failure to act, was the result of activel aieliberate dishonesty and was material to the
cause of action adjudicated in the proceeding.dbarter also requires us, to the maximum extemnjptexd by Maryland law, to indemnify ar
without requiring a preliminary determination oéthltimate entitlement to indemnification, pay eimmburse reasonable expenses in advar
final disposition of a proceeding to any individwdio is a present or former director or officer avttb is made or threatened to be made a
party to the proceeding by reason of his or heriseiin that capacity or any individual who, whaairector or officer and at our request, se
or has served as a director, officer, partneriérjsnember or manager of another corporation, Rhited liability company, partnership,
joint venture, trust, employee benefit plan or otlieterprise and who is made or threatened to loeragarty to the proceeding by reaso
his or her service in that capacity. With the appt®f our board of directors, we may provide surfemnification and advance for expense
any individual who served a predecessor of the Gomjin any of the capacities described above agpaaployee or agent of the Company or
a predecessor of the Company, including our Manageiits affiliates. For details regarding the einstances under which we are required or
authorized to indemnify and to advance expensesitdirectors, officers or our Manager, see "Ounitger and the Management
Agreement — Management Agreement — Liability andelmnification."

We also are permitted to purchase andtaiaiinsurance or provide similar protection ohdléof any directors, officers, employees and
agents, including our Manager and its affiliatggiast any liability asserted which was incurre@uny such capacity with us or arising out of
such status. This may result in us having to ex@guificant funds, which will reduce the availalskesh for distribution to our stockholders.

Our charter contains provisions that make removdlaur directors difficult, which could make it dif€ult for our stockholders to effect
changes to our management.

Our charter provides that a director raaly be removed for cause upon the affirmative wdtholders of two-thirds of the votes entitled
to be cast generally in the election of directdacancies may be filled only by a majority of tgmaining directors in office, even if less the
guorum. These requirements make it more difficuithange our management by removing and repladiagtdrs and may prevent a chang
control of the Company that is in the best intexestour stockholders.

Pursuant to our charter, our board cdators also is divided into three classes of dimsctThe initial terms of the first, second anddahi
classes will expire in 2012, 2013 and 2014, re$pelgt Beginning in 2012, directors of each clask e chosen for three-year terms upon the
expiration of their current terms, and each year dass of directors will be elected by the stodttéis. The staggered terms of our directors
may reduce the possibility of a tender offer omtempt at a change in control, even though a teoffier or change in control might be in the
best interest of our stockholders.
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Ownership limitations may restrict change of contror business combination opportunities in which patockholders might receive a
premium for their shares

In order for us to qualify as a REIT &ach taxable year after 2011, no more than 50%lurevof our outstanding capital stock may be
owned, directly or indirectly, by five or fewer iimitluals during the last half of any calendar yéhardividuals" for this purpose include natural
persons, private foundations, some employee beplefis and trusts, and some charitable trustsr&sepve our REIT qualification, our charter
generally prohibits any person from directly orinedtly owning more than 9.8% in value of the oaitgting shares of our capital stock or more
than 9.8% in value or in number of shares, whiché&venore restrictive, of the outstanding sharearf class or series of our stock. This
ownership limitation could have the effect of discaging a takeover or other transaction in whichiés of our common stock might receive a
premium for their shares over the then prevailiraghat price or which holders might believe to bieeptvise in their best interests.

U.S. Federal Income Tax Risks

Our failure to qualify or remain qualified as a RET would subject us to U.S. federal income tax aratgntially state and local tax, and
would adversely affect our operations and the markeice of our common stock.

We intend to elect and qualify to be thes a REIT commencing with our taxable year enBiagember 31, 2011. However, we may
terminate our REIT qualification, if our board ofettors determines that not qualifying as a RElThithe best interests of our stockholders, or
inadvertently. Our qualification as a REIT depengsn our satisfaction of certain asset, incomeawiational, distribution, stockholder
ownership and other requirements on a continuisisb®Ve intend to structure our activities in a memdesigned to satisfy all the requirem
for qualification as a REIT. However, the REIT dfiehtion requirements are extremely complex artdripretation of the U.S. federal income
tax laws governing qualification as a REIT is liedt Accordingly, we cannot be certain that we télsuccessful in operating so we can
qualify or remain qualified as a REIT. Our abilitysatisfy the asset tests depends on our analfyfi¢ characterization and fair market values
of our assets, some of which are not susceptibdepieecise determination, and for which we will abtain independent appraisals. Our
compliance with the REIT income or quarterly aseguirements also depends on our ability to sufassanage the composition of our
income and assets on an ongoing basis. Accordiifglgrtain of our operations were to be recharémte by the IRS, such recharacterization
could jeopardize our ability to satisfy all the sggments for qualification as a REIT. Furthermduture legislative, judicial or administrative
changes to the U.S. federal income tax laws coeldgdplied retroactively, which could result in disqualification as a REIT.

If we fail to qualify as a REIT for angxable year, and we do not qualify for certainwgtat relief provisions, we will be subject to U.S.
federal income tax on our taxable income at coearates. In addition, we would generally be didifjed from treatment as a REIT for the
four taxable years following the year of losing ®EIT qualification. Losing our REIT qualificatiomould reduce our net earnings available
investment or distribution to stockholders becaafshe additional tax liability. In addition, digtutions to stockholders would no longer
qualify for the dividends paid deduction, and weuwdono longer be required to make distributionghi$ occurs, we might be required to
borrow funds or liquidate some investments in otdgray the applicable tax.

REITSs, in certain circumstances, may incur tax lidlbies that would reduce our cash available forsfiibution to you.

Even if we qualify and maintain our statis a REIT, we may become subject to U.S. fedleraine taxes and related state and local
taxes. For example, net income from the sale gbgntées that are "dealer" properties sold by a R@lTprohibited transaction" under the Cc
will be subject to a 100% tax. We may not makeisigffit distributions to avoid excise taxes applleab REITs. We also
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may decide to retain net capital gain we earn filoensale or other disposition of our property aag imcome tax directly on such income. In
that event, our stockholders would be treated teeif earned that income and paid the tax onéctly. However, stockholders that are tax-
exempt, such as charities or qualified pensionglamuld have no benefit from their deemed payrméstich tax liability unless they file U.S.
federal income tax returns and thereon seek adeaffisuch tax. We also may be subject to statd@ral taxes on our income or property,
including franchise, payroll, mortgage recordingl amansfer taxes, either directly or at the levidhe other companies through which we
indirectly own our assets, such as our TRSs, waiehsubject to full U.S. federal, state, local &réign corporate-level income taxes. Any
taxes we pay directly or indirectly will reduce aash available for distribution to you.

To qualify as a REIT we must meet annual distribati requirements, which may force us to forgo othese attractive opportunities or
borrow funds during unfavorable market condition3his could delay or hinder our ability to meet oimvestment objectives and reduce
your overall return.

In order to qualify and maintain our ggatis a REIT, we must annually distribute to oocldtolders at least 90% of our REIT taxable
income, determined without regard to the dedudidemistributions paid and excluding net capitalng&Ve will be subject to U.S. federal
income tax on our undistributed taxable income @etdcapital gain and to a 4% nondeductible exeigs@h any amount by which distributions
we pay with respect to any calendar year are hessthe sum of (a) 85% of our ordinary income 9% of our capital gain net income and
(c) 100% of our undistributed income from prior yealhese requirements could cause us to distrémateunts that otherwise would be spent
on investments in real estate assets and it islpesbat we might be required to borrow funds,giloly at unfavorable rates, or sell assets to
fund these distributions. Although we intend to malistributions sufficient to meet the annual disttion requirements and to avoid U.S.
federal income and excise taxes on our earningiewld qualify as a REIT, it is possible that we htigot always be able to do so.

Certain of our business activities are potentialiybject to the prohibited transaction tax, whichud reduce the return on your investment.

For so long as we qualify as a REIT, ahility to dispose of property during the first fgiars following acquisition may be restricted to
a substantial extent as a result of our REIT qugalifon. Under applicable provisions of the Codgareling prohibited transactions by REITs,
while we qualify as a REIT, we will be subject ta@0% penalty tax on any gain recognized on the sabther disposition of any property
(other than foreclosure property) that we own, alyeor through any subsidiary entity, but gengratkcluding our TRSs, that is deemed to be
inventory or property held primarily for sale tostomers in the ordinary course of trade or businé$eether property is inventory or otherwise
held primarily for sale to customers in the ordjneourse of a trade or business depends on thieydartfacts and circumstances surrounding
each property. While we qualify as a REIT, we avbiel 100% prohibited transaction tax by (a) conidigcactivities that may otherwise be
considered prohibited transactions through a TR&gbch TRS will incur income taxes), (b) condugtour operations in such a manner so
no sale or other disposition of an asset we owectly or through any subsidiary, will be treatedsaprohibited transaction, or (c) structuring
certain dispositions of our properties to complyhwa prohibited transaction safe harbor availabléen the Code for properties held for at least
two years. However, no assurance can be giverathaparticular property we own, directly or throwty subsidiary entity, but generally
excluding our TRSs, will not be treated as inveytar property held primarily for sale to customirshe ordinary course of a trade or busin
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The tax on prohibited transactions will limit ourflity to engage in transactions, including certaimethods of securitizing mortgage loans
that would be treated as sales for U.S. federaldnme tax purposes.

A REIT's net income from prohibited trangons is subject to a 100% tax. In general, fnitdd transactions are sales or other
dispositions of property, other than foreclosureperty, but including mortgage loans, held as itegnor primarily for sale to customers in
ordinary course of business. We might be subjethitotax if we were to sell or securitize loangimanner that was treated as a sale of the
loans as inventory for U.S. federal income tax pegs. Therefore, in order to avoid the prohibitadgactions tax, we may choose not to
engage in certain sales of loans, other than thr@aigRS, and we may be required to limit the stmas we use for our securitization
transactions, even though such sales or struchoigst otherwise be beneficial for us.

Our TRSs are subject to corporate-level taxes and dealings with our TRSs may be subject to 100%is# tax.

A REIT may own up to 100% of the stoclook or more TRS. Both the subsidiary and the RE&liEt jointly elect to treat the subsidiary
as a TRS. A corporation of which a TRS directlyratirectly owns more than 35% of the voting poweralue of the stock will automatically
be treated as a TRS. Overall, no more than 25%eovalue of a REIT's assets may consist of stodeourities of one or more TRS. In
addition, the TRS rules limit the deductibility ioterest paid or accrued by a TRS to its parenflR&lassure that the TRS is subject to an
appropriate level of corporate taxation. The ralls® impose a 100% excise tax on certain transacbetween a TRS and its parent REIT that
are not conducted on an arm's-length basis.

TRSs that we may form will pay U.S. fealestate and local income tax on their taxablenme, and their after-tax net income will be
available for distribution to us but will not begréred to be distributed to us, unless necessamyatiatain our REIT qualification. While we w
be monitoring the aggregate value of the securitfiesir TRSs and intend to conduct our affairshed such securities will represent less than
25% of the value of our total assets, there candobassurance that we will be able to comply with TS limitation in all market conditions.

Our investments in certain debt instruments may saws to recognize "phantom income" for U.S. fedénacome tax purposes even thou
no cash payments have been received on the debtuments, and certain modifications of such debt by could cause the modified debt to
not qualify as a good REIT asset, thereby jeopandigour REIT qualification.

Our taxable income may substantially exiceur net income as determined based on GAAR(fferehces in timing between the
recognition of taxable income and the actual reagfigash may occur. For example, we may acqusetasincluding debt securities requiring
us to accrue original issue discount, or OID, @ognize market discount income, that generate texiabome in excess of economic incom
in advance of the corresponding cash flow fromatbsets referred to as "phantom income.” In additfanborrower with respect to a particu
debt instrument encounters financial difficulty dening it unable to pay stated interest as duemay nonetheless be required to continue to
recognize the unpaid interest as taxable incomie thé effect that we will recognize income but witlt have a corresponding amount of cash
available for distribution to our stockholders.

As a result of the foregoing, we may gatesless cash flow than taxable income in a pddic/ear and find it difficult or impossible to
meet the REIT distribution requirements in cert@isumstances. In such circumstances, we may hereettto (a) sell assets in adverse market
conditions, (b) borrow on unfavorable terms, (stidbute amounts that would otherwise be useduturé acquisitions or used to repay deb
(d) make a taxable distribution of our shares ahemn stock as part of a distribution in which stoakiers may elect to receive shares of
common stock or
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(subject to a limit measured as a percentage dbthaédistribution) cash, in order to comply witre REIT distribution requirements.

Moreover, we may acquire distressed delastments that require subsequent modificatioadrngement with the borrower. If the
amendments to the outstanding debt are "significantifications” under the applicable Treasury Ratiohs, the modified debt may be
considered to have been reissued to us in a dellefnt taxable exchange with the borrower. Thiswkreissuance may prevent the modified
debt from qualifying as a good REIT asset if theentying security has declined in value and wowdse us to recognize income to the extent
the principal amount of the modified debt exceadsauljusted tax basis in the unmodified debt.

The failure of mortgage loans subject to a repurgd®agreement or a mezzanine loan to qualify asa estate asset would adversely affect
our ability to qualify as a REIT.

We intend to enter into repurchase agesgsunder which we will nominally sell certainafr assets to a counterparty and
simultaneously enter into an agreement to repuecttessold assets. We believe that we will be dxbfdr U.S. federal income tax purposes as
the owner of the assets that are the subject obadly agreements notwithstanding that such agresmey transfer record ownership of the
assets to the counterparty during the term of gneeament. It is possible, however, that the IRSdcassert that we did not own the assets
during the term of the repurchase agreement, iclwvbase we could fail to qualify as a REIT.

In addition, in order for a loan to beated as a qualifying real estate asset produciatifging income for purposes of the REIT asset
and income tests, generally the loan must be seédyreeal property. We may originate or acquire ragine loans that are not directly secured
by real property but instead secured by equityr@stis in a partnership or limited liability compathwat directly or indirectly owns real proper
In Revenue Procedure 2003-65, the IRS providedealsabor pursuant to which a mezzanine loan thabt secured by real estate would, if it
meets each of the requirements contained in themevProcedure, be treated by the IRS as a quigjifgial estate asset. Although the Rev
Procedure provides a safe harbor on which taxpagassrely, it does not prescribe rules of substartix law and in many cases it may not be
possible for us to meet all the requirements ofstiife harbor. We cannot provide assurance thatezyanine loan in which we invest would
be treated as a qualifying asset producing qualifyncome for REIT qualification purposes. If amgck loan fails either the REIT income or
asset tests, we may be disqualified as a REIT.

Our qualification as a REIT and exemption from U.$ederal income tax with respect to certain asseigy be dependent on the accuracy of
legal opinions or advice rendered or given or statents by the issuers of assets that we acquire, taiednaccuracy of any such opinions,
advice or statements may adversely affect our REURlification and result in significant corporatedvel tax.

When purchasing securities, we may ralppinions or advice of counsel for the issueruzhssecurities, or statements made in related
offering documents, for purposes of determining tivbesuch securities represent debt or equity geufor U.S. federal income tax purpos
and also to what extent those securities constiagkestate assets for purposes of the asseatebtgroduce qualifying income for purposes of
the 75% gross income test. In addition, when pusicigathe equity tranche of a securitization, we medy on opinions or advice of counsel
regarding the qualification of the securitizatian €xemption from U.S. corporate income tax andjteification of interests in such
securitization as debt for U.S. federal incomepasposes. The inaccuracy of any such opinions cadwi statements may adversely affect our
REIT qualification and result in significant corpte-level tax.
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The taxable mortgage pool, or TMP, rules may incseathe taxes that we or our stockholders may ina@md may limit the manner in which
we effect future securitizations.

Securitizations by us or our subsidiadesld result in the creation of TMPs for U.S. fedléncome tax purposes. As a result, we could
have "excess inclusion income." Certain categarietockholders, such as non-U.S. stockholdersbédidor treaty or other benefits,
stockholders with net operating losses, and cetéairexempt stockholders that are subject to utedlausiness income tax, could be subject to
increased taxes on a portion of their dividend imedrom us that is attributable to any such exaedssion income. In the case of a
stockholder that is a REIT, regulated investmembgany, or RIC, common trust fund or other passtthhoentity, our allocable share of our
excess inclusion income could be considered exneksion income of such entity. In addition, te textent that our common stock is owned
by tax-exempt "disqualified organizations," sucltegain government-related entities and charitedaieainder trusts that are not subject to tax
on unrelated business income, we may incur a catpdevel tax on a portion of any excess inclugimoeme. Because this tax generally would
be imposed on us, all of our stockholders, inclgditockholders that are not disqualified organiregj generally will bear a portion of the tax
cost associated with the classification of us podion of our assets as a TMP. A RIC, or othesghsugh entity owning our common stocl
record name will be subject to tax at the highe&. federal corporate tax rate on any excess imeitiscome allocated to their owners that are
disqualified organizations. Moreover, we could féggtations in selling equity interests in thesegritizations to outside investors, or selling
any debt securities issued in connection with tisesaritizations that might be considered to betgduterests for tax purposes. Finally, if we
were to fail to qualify as a REIT, any TMP secudtions would be treated as separate taxable atrpos for U.S. federal income tax purpc
that could not be included in any consolidated {e8eral corporate income tax return. These lirnaitet may prevent us from using certain
techniques to maximize our returns from securitimatransactions.

We may choose to make distributions in our own $toio which case you may be required to pay incotages in excess of the cash
dividends you receive.

In connection with our qualification aREIT, we are required to annually distribute to siockholders at least 90% of our taxable
income determined without regard to the deductardfstributions paid and excluding net capitahgdn order to satisfy this requirement, we
may distribute taxable dividends that are payatbleash and shares of our common stock at the @heatieach stockholder. Generally, under
IRS Revenue Procedure 2010-12, up to 90% of anly su@ble dividend with respect to the taxable 2810 and 2011 could be payable in
our common stock. Taxable stockholders receivirgp slividends will be required to include the futhaunt of the dividend as ordinary inco
to the extent of our current or accumulated easnangd profits for U.S. federal income tax purpogesa result, U.S. stockholders may be
required to pay income taxes with respect to sindehds in excess of the cash dividends receiedordingly, U.S. stockholders receiving a
distribution of our shares may be required to siedires received in such distribution or may beireduo sell other stock or assets owned by
them, at a time that may be disadvantageous, ierdodsatisfy any tax imposed on such distributlba.U.S. stockholder sells the stock that it
receives as a dividend in order to pay this tag gfles proceeds may be less than the amount @clndncome with respect to the dividend,
depending on the market price of our stock atithe of the sale. Furthermore, with respect to éertan-U.S. stockholders, we may be
required to withhold U.S. tax with respect to sdolidends, including in respect of all or a portioisuch dividend that is payable in stock, by
withholding or disposing of part of the sharesunlsdistribution and using the proceeds of suchadigion to satisfy the withholding tax
imposed. In addition, if a significant number of astockholders determine to sell shares of our comatock in order to pay taxes owed on
dividends, such sale may put downward pressuré®price of our common stock.

Further, while Revenue Procedure 201@g@dies only to taxable dividends payable by us @ombination of cash and stock with
respect to the taxable years 2010 and 2011, niékear whether and
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to what extent we will be able to pay taxable dévids in cash and stock in later years. Moreoveipusa tax aspects of such a taxable
cash/stock dividend are uncertain and have ndbgeth addressed by the IRS. No assurance can bethatethe IRS will not impose additior
requirements in the future with respect to taxalaleh/stock dividends, including on a retroactiveijeor assert that the requirements for such
taxable cash/stock dividends have not been met.

Dividends payable by REITs generally do not qualéy the reduced tax rates available for some disdiis.

The maximum tax rate applicable to qiedifdividend income payable to U.S. stockholdeas #ne individuals, trusts and estates has
been reduced by legislation to 15% for tax yeaggriveéng before January 1, 2013. Dividends payapl®BITs, however, generally are not
eligible for the reduced rates. Although this lé&gien does not adversely affect the taxation of REor dividends payable by REITs, the more
favorable rates applicable to regular corporatdifiee dividends could cause investors who arevitlials, trusts and estates to perceive
investments in REITs to be relatively less attracthan investments in the stocks of non-REIT cafions that pay dividends, which could
adversely affect the value of the shares of REA@YUding our common stock.

If we were considered to actually or constructivglgty a "preferential dividend" to certain of our stkholders, our status as a REIT could
adversely affected.

In order to qualify as a REIT, we mushaally distribute to our stockholders at least 99R6ur REIT taxable income, determined
without regard to the deduction for dividends paidl excluding net capital gain. In order for dstitions to be counted as satisfying the annual
distribution requirements for REITs, and to provigewith a REIT-level tax deduction, the distrilomis must not be "preferential dividends.” A
dividend is not a preferential dividend if the distition is pro rata among all outstanding shafestack within a particular class, and in
accordance with the preferences among differesselof stock as set forth in our organizationalideents. Currently, there is uncertainty as
to the IRS's position regarding whether certaiamgements that REITs have with their stockholdetddcgive rise to the inadvertent payment
of a preferential dividend (e.g., the pricing metblmgy for stock purchased under a distributionwvestment program inadvertently causing a
greater than 5% discount on the price of such spockhased). There is no de minimis exception végpect to preferential dividends;
therefore, if the IRS were to take the positiort tha inadvertently paid a preferential dividend, mvay be deemed to have failed the 90%
distribution test, and our status as a REIT coeldeominated for the year in which such determamais made if we were unable to cure such
failure. While we believe that our operations haeen structured in such a manner that we will edréated as inadvertently paying
preferential dividends, we can provide no assuramtkis effect.

Complying with REIT requirements may limit our alifyy to hedge our liabilities effectively and maywese us to incur tax liabilities.

The REIT provisions of the Code may limitr ability to hedge our liabilities. Any incomein a hedging transaction we enter into to
manage risk of interest rate changes, price chamgesrrency fluctuations with respect to borrovingade or to be made to acquire or carry
real estate assets, if properly identified undgiiagble Treasury Regulations, does not constitgtess income” for purposes of the 75% or
95% gross income tests. To the extent that we amtepther types of hedging transactions, thenmedrom those transactions will likely be
treated as non-qualifying income for purposes ofilod the gross income tests. As a result of thekes, we may need to limit our use of
advantageous hedging techniques or implement tmedges through a taxable REIT subsidiary. Thisccindrease the cost of our hedging
activities because our taxable REIT subsidiarieslibe subject to tax on gains or expose us tagresks associated with changes in interest
rates than we would otherwise want to bear. Intaudilosses in a taxable REIT subsidiary genemallinot provide any
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tax benefit, except for being carried forward agafnture taxable income of such taxable REIT silibsy.
Complying with REIT requirements may force us torfm and/or liquidate otherwise attractive investmespportunities.

To qualify as a REIT, we must ensure thatmeet the REIT gross income tests annually laadat the end of each calendar quarter, at
least 75% of the value of our assets consistssif,aash items, government securities and quaRIEE real estate assets, including certain
mortgage loans and certain kinds of mortgage-réls¢eurities. The remainder of our investment ougées (other than government securities
and qualified real estate assets) generally cannltde more than 10% of the outstanding votingisées of any one issuer or more than 10%
of the total value of the outstanding securitieamf one issuer. In addition, in general, no mbaat5% of the value of our assets (other than
government securities and qualified real estatetgssan consist of the securities of any one rssuel no more than 25% of the value of our
total securities can be represented by securifiea®or more taxable REIT subsidiaries. If we faitomply with these requirements at the end
of any calendar quarter, we must correct the faiWithin 30 days after the end of the calendartguar qualify for certain statutory relief
provisions to avoid losing our REIT qualificationcasuffering adverse tax consequences. As a regeiiinay be required to liquidate assets
from our portfolio or not make otherwise attractimeestments in order to maintain our qualificatama REIT. These actions could have the
effect of reducing our income and amounts avail&elistribution to our stockholders.

We may be subject to adverse legislative or regurkatax changes that could increase our tax lialylj reduce our operating flexibility and
reduce the price of our common stock.

In recent years, numerous legislativdigial and administrative changes have been matteeiprovisions of U.S. federal income tax
laws applicable to investments similar to an inwesit in shares of our common stock. Additional gjesnto the tax laws are likely to continue
to occur, and we cannot assure you that any suahges will not adversely affect the taxation ofackholder. Any such changes could hav
adverse effect on an investment in our shares th@market value or the resale potential of osets You are urged to consult with your tax
advisor with respect to the impact of recent legish on your investment in our shares and theistatt legislative, regulatory or administrative
developments and proposals and their potentiatedfie an investment in our shares. You also shoatd that our counsel's tax opinion is
based upon existing law, applicable as of the dhiis opinion, all of which will be subject to ange, either prospectively or retroactively.

Although REITs generally receive better treatment than entities taxed as regular cotjoois it is possible that future legislation
would result in a REIT having fewer tax advantages] it could become more advantageous for a coynibat invests in real estate to elect to
be treated for U.S. federal income tax purposes@sporation. As a result, our charter providestmard of directors with the power, under
certain circumstances, to revoke or otherwise tesbei our REIT election and cause us to be tax@dragular corporation, without the vote of
our stockholders. Our board of directors has fidycduties to us and our stockholders and could calise such changes in our tax treatme
it determines in good faith that such changesratké best interest of our stockholders.

Potential characterization of distributions or gaian sale may be treated as unrelated business tixaitome to ta-exempt investors.

If (a) we are a "pension-held REIT," ébjax-exempt stockholder has incurred debt to @msetor hold our common stock or (c) a holder
of common stock is a certain type of tax-exemptldtolder, dividends on, and gains recognized orséhe of, common stock by such tax-
exempt stockholder may be subject to U.S. fedame tax as unrelated business taxable income timel€ode.
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FORWARD-LOOKING STATEMENTS

We make forward-looking statements i fiiospectus that are subject to risks and unoégsai These forward-looking statements
include information about possible or assumed &utesults of our business, financial conditionyiliity, results of operations, plans and
objectives. When we use the words "believe,” "ekpéanticipate,” "estimate,” "plan,” "continue ihtend,” "should," "may" or similar
expressions, we intend to identify forward-lookstgtements. Statements regarding the followingesii®j among others, may be forward-
looking:

. use of proceeds of this offering;

. our business and investment strategy;

. our projected operating resul

. the timing of cash flows, if any, from our investnts

. the state of the U.S. economy generally or in $jgegeographic regions;

. defaults by borrowers in paying debt service orstaunding items

. actions and initiatives of the U.S. Government eim@nges to U.S. Government polici

. our ability to obtain financing arrangements;

. the amount of commercial mortgage loans requirafmancing over the 2011 to 2015 period;

. financing and advance rates for our target invests

. our expected leverag

. general volatility of the securities markets in efthimay invest;

. the impact of a protracted decline in the liquidifycredit markets on our business;

. the uncertainty surrounding the strength of the. Bc®nomic recover)

. the return or impact of current and future investitap

. allocation of investment opportunities to us by Manager;

. changes in interest rates and the market valuerrohoestments

. effects of hedging instruments on our target investts;

. rates of default or decreased recovery rates otaoget investments;

. the degree to which our hedging strategies mayay mot protect us from interest rate volatility;

. changes in governmental regulations, tax law atebrand similar matters (including interpretatibareof);
. our ability to maintain our qualification as a RE

. our ability to maintain our exemption from regisima under the 1940 Act;

. availability of investment opportunities in mortgatelated and real estate-related investmentsesuites;
. the ability of our Manager to locate suitable inwesnts for us, monitor, service and administeriouestments and execute ¢

investment strategy;
. availability of qualified personnel,

. estimates relating to our ability to make distribos to our stockholders in the futu
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. our understanding of our competition; and

. market trends in our industry, interest rates, estdte values, the debt securities markets ageheral economy

The forward-looking statements are basedur beliefs, assumptions and expectations ofudure performance, taking into account all
information currently available to us. You shoulat place undue reliance on these forward-lookiatestents. These beliefs, assumptions and
expectations can change as a result of many pessifeints or factors, not all of which are knowmnisgoSome of these factors are described in
this prospectus under the headings "Summary,” "Réitors," "Management's Discussion and Analysisimdincial Condition and Results of
Operations" and "Business." If a change occurspogmess, financial condition, liquidity and reswf operations may vary materially from
those expressed in our forward-looking statemenyg.forward{ooking statement speaks only as of the date oetwihis made. New risks a
uncertainties arise over time, and it is not pdeditr us to predict those events or how they nfégctius. Except as required by law, we are
obligated to, and do not intend to, update or eegisy forward-looking statements, whether as dtre6unew information, future events or
otherwise.
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USE OF PROCEEDS

We are offering shares of our common stock at the public offeririgepof $ per share (excluding the undiers'
overallotment option to purchase up to an additiona shares). We estimate tha net proceeds we will receive from selling
common stock in this offering will be approximatédy million, after deducting the inltianderwriting discount of $ million
payable by us at closing and estimated offeringeagps of approximately $ million (6the underwriters exercise their overallotment
option in full, approximately $ miltio after deducting the initial underwriting discopayable by us at closing and estimated offering
expenses of approximately $ million).

We intend to use approximately $ million of the net proceeds of this offerirgrepay outstanding amounts under the Wells Fargo
Facility and the Citibank Facility that we will asae upon completion of the Initial Portfolio acdtitm and the balance for general corporate
working capital purposes, including originating earget investments. Until appropriate investmeats be identified, our Manager may invest
this balance in interest-bearing short-term investis, including money market accounts or funds, G\B corporate bonds, which are
consistent with our intention to qualify as a REThese initial investments are expected to prosittaver net return than we will seek to
achieve from our target investments.
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DISTRIBUTION POLICY

We intend to make regular quarterly distiions to holders of our common stock and distiin equivalents to holders of vested
restricted stock units which are settled in shafessmmon stock. U.S. federal income tax law gelheraquires that a REIT distribute annue
at least 90% of its REIT taxable income, withowamel to the deduction for dividends paid and exalgichet capital gains, and that it pay tax at
regular corporate rates to the extent that it atydastributes less than 100% of its net taxableoime. We generally intend over time to pay
quarterly distributions in an amount equal to @xable income. We plan to pay our first distribatio respect of the period from the
completion of this offering through Q12, which may be prior to the time when we ha\ly favested the net proceeds from this
offering.

To the extent that in respect of any mdée year, cash available for distribution is lésm our taxable income, we could be required to
sell assets or borrow funds to make cash distobstor make a portion of the required distribufiothe form of a taxable stock distribution or
distribution of debt securities. In addition, priorthe time we have fully invested the net proseaftthis offering, we may fund our quarterly
distributions out of such net proceeds, which woeldlice the amount of cash we have available fasitng and other purposes. The use of
these net proceeds for distributions could be idéutio our financial results. In addition, fundiogr distributions from our net proceeds may
constitute a return of capital to our investorsjclitwould have the effect of reducing each stocttbd$ basis in its shares of our common s
We will generally not be required to make distribos with respect to activities conducted through @RS that we form following the
completion of this offering. For more informatisee "Material U.S. Federal Income Tax Consideratfon

To satisfy the requirements to qualifygaREIT and generally not be subject to U.S. fddacmme and excise tax, we intend to make
regular quarterly distributions of all or substalii all of our taxable income to holders of ounuoon stock out of assets legally available
therefor. Any distributions we make to our stocklest will be at the discretion of our board of dioes and will depend upon our earnings,
financial condition, liquidity, debt covenants, fling or margin requirements under securitizatiovemehouse facilities or other secured and
unsecured borrowing agreements, maintenance dRBUF qualification, applicable provisions of the MG, and such other factors as our
board of directors deems relevant. Our earninganfiial condition and liquidity will be affected bgrious factors, including the net interest
and other income from our portfolio, our operatimxgenses and any other expenditures. See "Riskrisdct

Distributions that stockholders receimet(designated as capital gain dividends, or,Hertaxable year beginning before January 1, 2013
qualified dividend income) will be taxed as ordinarcome to the extent they are paid from our egymiand profits (as determined for U.S.
federal income tax purposes). However, distribgitirat we designate as capital gain dividends géigevill be taxable as long-term capital
gain to our stockholders to the extent that theyakoexceed our actual net capital gain for thaltiéexyear. Some portion of these distributions
may not be subject to tax in the year in which tasyreceived because depreciation expense rethecamount of taxable income, but does
not reduce cash available for distribution. Thetiparof your distribution that is not designatedsasapital gain dividend and is in excess of our
current and accumulated earnings and profits isidened a return of capital for U.S. federal incamepurposes and will reduce the adjusted
tax basis of your investment, but not below zesdeding such portion of your tax until your invesnt is sold or our company is liquidated, at
which time you will be taxed at capital gains rafes the extent such portion of your distributiotteeds the adjusted tax basis of your
investment, such excess will be treated as cagtal if you hold your shares of common stock aaital asset for U.S. federal income tax
purposes. We will furnish annually to each of aackholders a statement setting forth distributipail during the preceding year and their
characterization as ordinary income, return of tedypjualified dividend income or capital gain. &e note that each stockholder's tax
considerations are different, therefore, you sheolasult with your own tax advisor and financiamhers prior to making an investment in our
shares. You also should review the section entitiégterial U.S. Federal Income Tax Considerationg axation of U.S. Stockholders."
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CAPITALIZATION

The following table sets forth (a) outwsd capitalization at , 2011, and (b) our capitalization asiatid to reflect
the effect of (i) the sale of shares of our common stock in this offeringraissumed offering price of $ per slzdier
deducting the underwriting discount and estimatg@uizational and offering expenses payable byiijshe concurrent issuance to Ares
Investments of shareswfammon stock as consideration for the acquisitibour Initial Portfolio at the assumed initial
public offering price, (iii) our assumption of théells Fargo Facility and the Citibank Facility atie repayment of approximately $  million
of the outstanding amounts due thereunder witt#tgroceeds of this offering and (iv) the issuaofcep to treted
shares of common stock to be granted to our under our 2011 Bgumcentive Plan upon completion of this offering.
You should read this table together with "Use afd@eds" included elsewhere in this prospectus.

As of , 2011
Actual As Adjusted @
(Unaudited)

Long term debt $ — 3 —
Stockholder's equity
Common stock, par value $0.01 per share; 100,08 stauthorized,

and shares issued and outstgnditual

and shares authorized, issued and outstandir

as adjuste: 1
Preferred stock, par value $0.01 per share; O slaauthorized and 0

shares issued and outstanding, actual and shares authorize

and 0 shares issued and outstanding, as adj — —
Additional paic-in capital 99¢
Total stockholder's equit $ 1,000 $
1) Does not include the underwriters' overallotmentaspto purchase up to iaddal shares
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Ares Commercial Real Estate Corporatioa hewly organized specialty finance company fedus originating, investing in and
managing middle-market CRE loans and other CREeaglmvestments. We intend to target borrowers wluagpital needs are not being met in
the market by offering customized financing solnioWe will implement a strategy focused on digrigination combined with experienced
portfolio management through our Manager's raté@dqny and special servicer to meet our borrowerd'sponsors' needs. We will commence
operations upon completion of this offering and¢bacurrent acquisition of our Initial Portfolio.

Our investment objective is to generdtiemetive risk-adjusted returns for our stockhosgrimarily through dividends and distributions
and secondarily through capital appreciation. Wefacused on originating, investing in and managingtomized CRE loans and other CRE
middle-market financings. We believe the availapitif capital in the CRE middle-market is limiteddaborrowers and sponsors have the
greatest need for customized solutions in this segrof the market. We intend to provide senior foéincluding A-Notes) that are secured by
CRE properties, subordinated mortgage loans (imeguB-Notes and mezzanine loans) and other CRE invessmEatact as a single "one st
financing source, we may provide our customersaymaore of these products as a customized finarsdhgion to our customers. We
collectively refer to such senior and subordinatedtgage loans and other CRE investments as aygttarvestments.

We will be externally managed and advisg@ur Manager pursuant to the terms of a manageaggeement. Our Manager is an affil
of Ares Management, a global alternative asset gemand SEC registered investment adviser.

We will commence operations upon comptetf this offering and the concurrent acquisitidrour Initial Portfolio. We are incorporat
in Maryland and intend to elect and qualify to Beed as a REIT, commencing with our taxable yedingnDecember 31, 2011. We generally
will not be subject to U.S. federal income taxesantaxable income to the extent that we annudififribute all or substantially all of our
taxable income to stockholders and maintain ownidéd qualification as a REIT. We also intend terafe our business in a manner that will
permit us to maintain our exemption from registatunder the 1940 Act.

Factors Impacting Our Operating Results

We expect that the results of our operstiwill be affected by a number of factors and priimarily depend on, among other things, the
level of our net interest income, the market valtieur assets and the supply of, and demand fonpeercial mortgage loans, CRE debt and
other financial assets in the marketplace. Ouintetest income, which reflects the amortizatiormigination fees and direct costs, will be
recognized based on the contractual rate and tis¢aoudling principal balance of the loans we origin&he objective of the interest method is
to arrive at periodic interest income that yields\&l rate of return over the loan term. Interasés will vary according to the type of
investment, conditions in the financial marketgdir worthiness of our borrowers, competition attteo factors, none of which can be
predicted with any certainty. Our operating resoitsy also be impacted by credit losses in excesstiafl anticipations or unanticipated credit
events experienced by borrowers.

Changes in Fair Value of Our AssetsWe typically intend to hold our target investriteeas longerm investments. We will evaluate ¢
investments for impairment on a quarterly basisiamghirments will be recognized when it is probatiat we will not be able to collect all
amounts estimated to be collected at the timeigfra@tion. We will evaluate impairment (both intst@nd principal) based on the present v
of expected future cash flows discounted at thestment's
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effective interest rate or the fair value of thélateral, if repayment is expected solely from tiodlateral.

Although our intent is to hold our targ@testments as long-term investments, we may omcally classify some of our investments as
available-for-sale. Investments classified as abéd-for-sale will be carried at their fair valwgdth changes in fair value recorded through
accumulated other comprehensive income, a compafiatbckholders' equity, rather than through esgsi We do not intend to hold any of
our investments for trading purposes.

Changes in Market Interest RatesWith respect to our proposed business opergtionreases in interest rates, in general, may ove
time cause:

. the interest expense associated with our borrowtimgscrease;

. the value of our mortgage loans to decline;

. coupons on our mortgage loans to reset, althoughdelayed basis, to higher interest rates;

. to the extent we enter into interest rate swapeageats as part of our hedging strategy, the vditizese agreements to incre¢

Conversely, decreases in interest rates, in gemaeal over time cause:

. the interest expense associated with our borrowtimgecrease;
. the value of our mortgage loan portfolio to inces:
. to the extent we enter into interest rate swapeageats as part of our hedging strategy, the vditieese agreements

decrease; and

. coupons on our floating rate mortgage loans totyedtough on a delayed basis, to lower interasts:.

Credit Risk. We expect to be subject to varying degreesaefitrisk in connection with our target investrer®ur Manager will seek
to mitigate this risk by seeking to originate ogaite investments of higher quality at appropriaiees given anticipated and unanticipated
losses, by employing a comprehensive review aret8eh process and by proactively monitoring ordgéd or acquired investments.
Nevertheless, unanticipated credit losses couldrat@at could adversely impact our operating res

Market Conditions. We believe that our target investments curygmtbsent attractive risk-adjusted return profild® believe that the
U.S. CRE markets are currently in the initial seagéa recovery from the severe economic downtoattbegan in 2007. Following a dramatic
decline in CRE lending in 2008 and 2009, debt ehpias become more readily available for seleddilstad, high quality assets in certain
locations such as gateway cities, but remainsédidnior many other types of properties. For exampéecurrently anticipate a high demand for
customized debt financing from borrowers or sposisdro are looking to refinance indebtedness thaiagiring in the next two to five years
are seeking shorter-term debt solutions as theysigpn their properties. In addition, we belieie uncertainty surrounding multifamily
mortgage finance may provide us incremental lendipprtunities in the future as Congress considesgsucturing Fannie Mae and Freddie
Mac, who have been the most significant sourceswdfifamily debt capital in recent years.

We believe that as a result of the af@etioned economic downturn and the subsequent hgm&gulatory reform, a number of lenders
and finance companies who traditionally served@R&E middle-market, are burdened with legacy paddfisisues, balance sheet constraints or
have otherwise exited the market. In particularaléen and regional banks who represented a largégopmf the CRE market prior to the
downturn, have sharply curtailed their CRE lendastjvities. We believe that this decreased
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competition will create a favorable investment eawiment for the foreseeable future. We also belibaewe are well positioned to capitalize
on the expected demand generated by the estimatédriflion of CRE debt maturing between 2011 20d5.

Critical Accounting Policies And Use Of Estimates

Our financial statements are preparegtoordance with U.S. generally accepted accoumptimgiples, or GAAP, which requires the use
of estimates and assumptions that involve the eseeaf judgment as to future uncertainties. In agance with SEC guidance, the following
discussion addresses the accounting policies tedtelieve will apply to us based on our expectatibtihhe nature of our initial operations. Our
most critical accounting policies will involve dsimins and assessments that could affect our repastets and liabilities, as well as our
reported revenues and expenses. We believe ttadtthkk decisions and assessments used to drafinancial statements will be based upon
reasonable assumptions given the information avail us at that time. Our critical accountingigiels and accounting estimates will be
expanded over time as we fully implement our stnatdhose accounting policies and estimates thahitially expect to be most critical to an
investor's understanding of our financial resuftd eondition and require complex management judgmendiscussed below.

Loans Held for Investment and Interest Income Recitipn

Our originated loans receivable will bassified as held-for-investment based upon o@ninand ability to hold them for the foreseeable
future. Originated loans will be recorded at anzexdi cost, or the outstanding unpaid principal bz#anet of unamortized origination fees
charged to the borrower and direct origination €asturred. Interest income will be recognized bamethe contractual rate and the
outstanding principal balance of the loans. Thedije of the interest method is to arrive at pdidonterest income that yields a level rate of
return over the loan term.

For some of our subordinated loans, wg us2 the estimated cash flows from the securityapplying assumptions used to determine
the fair value of such security and the excest@future cash flows over the investment will beognized as interest income under the
effective yield method. We will review and, if appriate, make adjustments to our cash flow prajestiat least quarterly and monitor these
projections based on input and analysis receive fxternal sources, internal models, and our jugdgrabout interest rates, prepayment rates,
the timing and amount of credit losses, and othetofs. Changes in cash flows from those originadbjected, or from those estimated at the
last evaluation, may result in a prospective changeterest income recognized on, or the carryialyie of, such securities.

Non-performing loans with evidence ofal&rated credit quality will be placed upon norraet status until we can reasonably estimate
the amount and timing of cash flows expected todikected. We will place loans on nonaccrual stathen any portion of principal or interest
is more than 30 days past due, or earlier whenerorexists as to the ultimate collection of primdipr interest. If a loan is placed on
nonaccrual status, we will reverse the accrualifgraid interest and will not recognize interesbme until the cash is received and the loan
returns to accrual status. Generally, such loafidwireturned to accrual status when all delinqyeimcipal and interest are brought current in
accordance with the terms of the loan agreementartdin performance criteria have been met byotireower.

We will evaluate each loan classifiechakl for investment for impairment on a quartergis. Impairment occurs when it is deemed
probable that we will not be able to collect allamts due according to the contractual terms ofdae. If a loan is considered to be impaired,
we will record an allowance to reduce the carryinfyie of the loan to the present value of expefitade cash flows discounted at the loan's
contractual effective rate or the fair value of todlateral, if repayment is expected solely frdra tollateral. Our loans will be typically
collateralized by real estate. As a result,
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we will evaluate the extent and impact of any drddierioration associated with the performancédandilue of the underlying collateral
property as well as the financial and operatingabdjty of the borrower. Specifically, a propertgperating results and any cash reserves will
be analyzed and used to assess (i) whether caslofserations is sufficient to cover the debt servequirements currently and into the future,
(ii) the ability of the borrower to refinance thaah, and/or (iii) the property's liquidation valWge will also evaluate the financial wherewithal
of any loan guarantors as well as the borrowenspsiency in managing and operating the propeitiesddition, we will consider the overall
economic environment, real estate sector, and gpbgr sub-market in which the borrower operateshSmpairment analyses will include the
use of various data sources, including (i) periditiancial data such as property occupancy, tepaniile, rental rates, operating expenses, the
borrower's exit plan, and capitalization and distaates, (ii) site inspections, and (iii) currenedit spreads and discussions with market
participants.

Significant judgment will be requireddetermining impairment, including making assumpdiosgarding the value of a loan or loan
pool, the value of the underlying collateral ankdestprovisions such as guarantees.

We will evaluate any investment classifées available-for-sale to determine whether tiseeas other-than-temporary impairment in the
value of such investment. Unrealized losses onsimrents considered to be other-than-temporarybeillecognized in earnings. The
determination of whether an investment is othentteanporarily impaired will involve judgments anssamptions based on subjective and
objective factors. Consideration will be given ifotiie length of time and the extent to which tai ¥alue has been less than cost, (ii) the
financial condition and near-term prospects of vecg in fair value of the investment, and (iii) datent to retain our investment in the loan, or
whether it is more likely than not we will be rerpd to sell the loan before its anticipated recpwerfair value. Investments with unrealized
losses will not be considered other-than-temparamipaired if we have the ability and intent to dhtthe investments for a period of time, to
maturity if necessary, sufficient for a forecastealrket price recovery up to or beyond the coshefihvestments.

When we deem a security to be other-tieamporarily impaired, we will write it down to iestimated fair value (with the reduction in
value recorded as a charge to earnings) and wélbésh a new reference amount for the investimétitere are no adverse changes to our
assumptions and the change in value is solelyagbanges in interest rates, we will not recogaiz@ther-than-temporary impairment.
Estimating cash flows and determining whether themher-than-temporary impairment requires maneagg to exercise judgment and make
significant assumptions, including, but not limitieg assumptions regarding estimated prepaymergs,dssumptions and assumptions
regarding changes in interest rates. As a resutliahimpairment losses, and the timing of incoemognized on such investments, could differ
from reported amounts.

Valuation of Financial Instruments

GAAP establishes a hierarchy of valuateehniques based on the level of observationefrtputs utilized in measuring financial
instruments at fair values. GAAP establishes mabksed or observable inputs as the preferred sofircdues, followed by valuation models
using management assumptions in the absence ottiaguts. The three levels of the hierarchy urtal®@AP are described below:

Level | — Quoted prices in active markistsidentical assets or liabilities.

Level Il — Prices are determined usinigenotsignificant observable inputs. Observable igpué inputs that other market participants
would use in pricing a security. These may inclgdeted prices for similar securities, interestsaprepayment speeds, credit risk and others.
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Level Il — Prices are determined usiign#ficant unobservable inputs. In situations wheueted prices or observable inputs are
unavailable (for example, when there is little ormarket activity for an investment at the endhef period), unobservable inputs may be used.

Unobservable inputs reflect our own agstions about the factors that market participardsld use in pricing an asset or liability, and
would be based on the best information available.amicipate that a significant portion of our asell fall in Level Il in the valuation
hierarchy.

Any changes to the valuation methodolagi/be reviewed by management to ensure the cteaageappropriate. As markets and
products develop and the pricing for certain praslbecomes more transparent, we will continuefioeeur valuation methodologies. The
methods used by us may produce a fair value caionlthat may not be indicative of net realizabédue or reflective of future fair values.
Furthermore, while we anticipate that our valuatiegthods will be appropriate and consistent witteomarket participants, the use of
different methodologies, or assumptions, to deteentine fair value of certain financial instrumeadsild result in a different estimate of fair
value at the reporting date. We will use inputg #ira current as of the measurement date, whichinchyde periods of market dislocation,
during which price transparency may be reduced.

Securitizations

We may enter into transactions in whighsell investments, such as senior commercial ragetdpans, subordinated loans and other
securities. Upon a transfer of investments, we sdathetimes retain or acquire senior or subordinatedests in the related investments. Gains
and losses on such transactions will be recograseéd on a financial components approach that ésoms control. Under this approach, after
a transfer of investments that meets the critenidréatment as a sale — legal isolation, abilftyransferee to pledge or exchange the
transferred assets without constraint and traredezontrol — an entity recognizes the financial aadiicing assets it acquired or retained and
the liabilities it has incurred, derecognizes ineants it has sold, and derecognizes liabilitieenvaxtinguished. We will determine the gain or
loss on sale of mortgage loans by allocating tmeycey value of the underlying mortgage betweerusées or loans sold and the interests
retained based on their fair values. The gain &8 tin sale is the difference between the cash @isdeom the sale and the amount allocated to
the securities or loans sold. From time to timem&y securitize mortgage loans we hold if suchrfiiag is available. These transactions will
be accounted for as either a "sale” and the loalhbevremoved from our balance sheet or as a hiiireg” and will be classified as "securitized
loans" on our balance sheet, depending upon thetste of the securitization transaction. This meguire us to exercise significant judgment
in determining whether a transaction should bengsas a "sale" or a “financing.”

Investment Consolidatiot

For each investment we make, we will eatd the underlying entity that issued the seasitve acquired or to which we made a loan to
determine the appropriate accounting. A similadysis will be performed for each entity with whiale enter into an agreement for
management, servicing or related services. GAARemd@s the application of consolidation principtesertain entities in which voting rights
are not effective in identifying an investor witltantrolling financial interest. A variable intetentity, or VIE, is subject to consolidation i
investors either do not have sufficient equityigit for the entity to finance its activities withoadditional subordinated financial support, are
unable to direct the entity's activities or are egbosed to the entity's losses or entitled teeigdual returns. Generally, a VIE is an entitytwit
one or more of the following characteristics: (i¢ total equity investment at risk is not suffi¢iempermit the entity to finance its activities
without additional subordinated financial supp@ij;as a group, the holders of the equity investtrat risk lack (a) the power, through voting
rights or similar rights, to direct the activitiefthe entity that most significantly impact itedincial performance, (b) the obligation to absorb
the expected losses of the entity, or (c) the righieceive the expected residual returns of thigyeor (iii) the equity investors have voting
rights
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that are not proportional to their economic intesesd substantially all of the entity's activitedther involve, or are conducted on behalf of, an
investor (including its related parties) that haprbportionately few voting rights.

The primary beneficiary generally is gty that has both the following characteristigsthe power to direct the activities of the VIE
that most significantly impact its economic perfamae; and (ii) the obligation to absorb expectasgdds of, or the right to receive benefits
from, the VIE that could potentially be significaotthe VIE. VIEs are required to be consolidatgdhzir primary beneficiary. This
determination often involves complex and subjectimalyses.

Hedging Instruments and Hedging Activitie

GAAP requires an entity to recognizedativatives as either assets or liabilities intthé&ance sheets and to measure those instruments
fair value. Additionally, the fair value adjustmentill affect either other comprehensive incomstimckholders' equity until the hedged item is
recognized in earnings or net income depending loether the derivative instrument qualifies as agleefdr accounting purposes and, if so, the
nature of the hedging activity.

In the normal course of business, we os&ya variety of derivative financial instrumerntsrtanage, or hedge, interest rate risk. These
derivative financial instruments must be effeciiveeducing our interest rate risk exposure in otdequalify for hedge accounting. When the
terms of an underlying transaction are modifiedyben the underlying hedged item ceases to etisthanges in the fair value of the
instrument are marked-to-market with changes inevadcluded in net income for each period untildieeivative instrument matures or is
settled. Any derivative instrument used for riskrragement that does not meet the hedging criterreiked-to-market with the changes in
value included in net income.

Derivatives will be used for hedging pasps rather than speculation. We will determine fa@ value and we will obtain quotations
from a third party to facilitate the process inetatining these fair values. If our hedging actestdo not achieve our desired results, our
reported earnings may be adversely affected.

Income Taxes

Our financial results are generally nqiected to reflect provisions for current or deferimcome taxes. We believe that we will operate
in a manner that will allow us to qualify for takat as a REIT. As a result of our expected REITlifjoation, we do not generally expect to |
U.S. federal corporate level taxes. Many of the REelquirements, however, are highly technical asdgex. To qualify as a REIT, we must
meet a number of organizational and operationalirements, including a requirement to distributauwlly at least 90% of our taxable income
to our stockholders. If we fail to qualify as a REh any taxable year, we will be subject to U&ldral and state income taxes at regular
corporate rates (including any applicable altexgatinimum tax) and may not be able to qualify &FEAT for four subsequent taxable years.
Even if we qualify for taxation as a REIT, we maydubject to certain U.S. federal, state, localfangign taxes on our income and property
and to U.S. federal income and excise taxes omodistributed REIT taxable income.

Recent Accounting Pronouncements

In April 2011, the FASB issued new guidarfior evaluating whether a restructuring of a inedgle by a creditor constitutes a troubled
debt restructuring. Under this guidance, in maldgagh an evaluation, the creditor must separateaiglade that (1) the restructuring constitutes
a concession and (2) the debtor is experienciranfiral difficulties and clarifies the guidance @aching such conclusions. It also clarifies that
a creditor is precluded from using the effectivieliast rate test in the debtor's guidance on m@siiing of payables when evaluating whether a
restructuring constitutes a troubled debt restmirgu This guidance is effective for the first irite period beginning on or after
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June 15, 2011, to be applied retrospectively tdiginning of the annual period of adoption. Wd adlopt this new guidance beginning with
our first interim financial statements.

In June 2011, the FASB issued new guidamcthe presentation of comprehensive income. thhéenew guidance, an entity has the
option to present the total of comprehensive incaime components of net income, and the compordmther comprehensive income either
in a single continuous statement of comprehensigeme or in two separate but consecutive statem&hésnew guidance eliminates the
current option to report other comprehensive incame its components in the statement of changeguity. The new guidance changes the
presentation of comprehensive income, but not timeponents that are recognized in net income or atbr@prehensive income under current
GAAP. This new guidance is effective for fiscal yeand interim periods beginning after December2D3,1. We will adopt this new guidance
beginning with our first interim financial statenten

Our Initial Portfolio

Upon completion of this offering, we wéitquire our Initial Portfolio, a portfolio of renty originated CRE loans owned by ACRC
Holdings LLC, a subsidiary of Ares Investments, ethivas formed in September 2011. We will consumrtteecquisition of our Initial
Portfolio by acquiring ACRC Holdings LLC via a meirg Pursuant to the merger, Ares Investments eiiéive an aggregate
of sharesaf common stock having an aggregate assumed whhgproximately $ million (assuming a
initial public offering price of $ pshare).

Results of Operations

As of the date of this prospectus, weehaet commenced any significant operations becaesare in our organizational stage. We will
not commence any significant operations until weeheompleted this offering and the acquisition of mitial Portfolio. We are not aware of
any material trends or uncertainties, other thaional economic conditions affecting mortgage loanertgage-backed securities and real
estate, generally, that may reasonably be expéateave a material impact, favorable or unfavorabterevenues or income from the
origination or acquisition of CRE finance-relatestats, other than those referred to in this prdapec

Liquidity and Capital Resources

Liquidity is a measure of our abilitynoeet potential cash requirements, including ongoomgmitments to repay borrowings, fund and
maintain our assets and operations, make distabsitio our stockholders and other general busimesds. We will use significant cash to
purchase our target investments, repay principaligierest on our borrowings, make distributionsto stockholders and fund our operations.
Our primary sources of cash will generally consfstnused borrowing capacity under our financingrses, the net proceeds of future
offerings, payments of principal and interest weeree on our portfolio of assets and cash genefabad our operating results. We expect that
our primary sources of financing will be, to thee available to us, through (a) credit facilitils) securitizations, (c) other sources of private
financing, including warehouse and repurchaseifes] and (d) public offerings of our equity odeecurities. In the future, we may utilize
other sources of financing to the extent availables.

The sources of financing for our targeteistments are described below.
Wells Fargo Facility

At the completion of this offering andampthe acquisition of our Initial Portfolio, we Wwidssume a $ million secured funding
facility, or the "Wells Fargo Facility," to be armged by Wells Fargo Bank, National Association mafiliate, to be used for originating
qualifying senior commercial mortgage loans andNiétes."
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Citibank Facility

At the completion of this offering andampthe acquisition of our Initial Portfolio, we widssume a $ million secured funding
facility, or the "Citibank Facility,” to be arranddy an affiliate of Citibank, N.A. to be used fmiginating qualifying senior commercial
mortgage loans and "A-Notes."

Other Credit Facilities, Warehouse Facilities andegurchase Agreements

In the future, we may also use other sesiof financing to fund the origination or acatisi of our target investments, including other
credit facilities, warehouse facilities, repurchéasilities and other secured and unsecured fofm®wowing. These financings may be
collateralized or non-collateralized and may inwbne or more lenders. We expect that these fasilitill typically have maturities ranging
from two to five years and may accrue interesitaee fixed or floating rates.

Capital Markets

We may seek to raise further equity @gihd issue debt securities in order to fund aturé investments. For example, we may seek to
enhance the returns on our senior commercial mgetg@an investments, especially loan originatitmsgugh securitizations, if available. To
the extent available, we intend to securitize @@ portion of our some of our loans, while reiag the subordinate securities in our
investment portfolio. The securitization of thisg® portion will be accounted for as either a &aind the loans will be removed from our
balance sheet or as a "financing” and will be di@ssas "securitized loans" on our balance shdggending upon the structure of the
securitization.

Leverage Policies

We intend to use prudent amounts of kegeito increase potential returns to our stockhsldeo that end, subject to maintaining our
qualification as a REIT and our exemption from ségition under the 1940 Act, we intend to use hwimgs to fund the origination or
acquisition of our target investments. Given currearket conditions and our focus on first or senmiortgages, we currently expect that such
leverage would not exceed, on a debt-to-equityshas#-to-1 ratio. The amount of leverage we wepldy for particular investments in our
target investments will depend upon our Managssgssment of a variety of factors, which may ineltiee anticipated liquidity and price
volatility of the assets in our investment portiplihe potential for losses and extension riskuinportfolio, the gap between the duration of our
assets and liabilities, including hedges, the abdity and cost of financing the assets, our apirmf the creditworthiness of our financing
counterparties, the health of the U.S. economycamamercial mortgage markets, our outlook for theel@nd volatility of interest rates, the
slope of the yield curve, the credit quality of @ssets, the collateral underlying our assetspandutlook for asset spreads relative to the
LIBOR curve.

Contractual Obligations and Commitments

We had no contractual obligations asegt&mber 1, 2011. Prior to the completion of tlifsrong, we will enter into a management
agreement with our Manager. Our Manager will bétledtto receive a base management fee, an ineefa&vand the reimbursement of certain
expenses. See "Our Manager and the ManagementrAgnte— Management Agreement — Management Feegjtimed-ees and Expense
Reimbursements.”

Our Manager will use the proceeds fremiinagement fee in part to pay compensation tdfiteers and personnel who,
notwithstanding that certain of them also are dficers, will receive no cash compensation direftbm us.

We expect to enter into certain contréitésé may contain a variety of indemnification ghaliions, principally with brokers, underwriters
and counterparties to repurchase agreements. Thienoma
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potential future payment amount we could be reguiogpay under these indemnification obligationy i@ unlimited.
Off-Balance Sheet Arrangements

We do not have any relationships withamsolidated entities or financial partnershipshsas entities often referred to as structured
investment vehicles, special purpose entities &sykstablished to facilitate off-balance sheetragements or other contractually narrow or
limited purposes. Further, we have not guarantegdaligations of unconsolidated entities or erdeérgo any commitment or intent to provi
additional funding to any such entities.

Dividends

We intend to make regular quarterly disitions to holders of our common stock. U.S. fatlarcome tax law generally requires that a
REIT distribute annually at least 90% of its RE#ikable income, without regard to the deductiordfeidends paid and excluding net capital
gains, and that it pay tax at regular corporatesrét the extent that it annually distributes tesg 100% of its net taxable income. We intend to
pay regular quarterly dividends to our stockholderan amount equal to our net taxable incomendf @ the extent authorized by our board of
directors. Before we pay any dividend, whethetdd8. federal income tax purposes or otherwise, wstrirst meet both our operating
requirements and debt service on our secured fgrfdiilities, other lending facilities, repurchasgreements and other debt payable. If our
cash available for distribution is less than ourtagable income, we could be required to selltasseborrow funds to make cash distributions
or we may make a portion of the required distrilmutin the form of a taxable stock distribution @tdbution of debt securities. In addition,
prior to the time we have fully used the net praseef this offering to directly originate our tatgevestments, we may fund our quarterly
distributions out of such net proceeds.

Inflation

Virtually all of our assets and liab#s will be interest rate sensitive in nature. Aesult, interest rates and other factors influemae
performance far more so than does inflation. Chamgéterest rates do not necessarily correlatk inflation rates or changes in inflation
rates. Our financial statements are prepared iardaace with GAAP and our distributions will be elmhined by our board of directors
consistent with our obligation to distribute to @tiockholders at least 90% of our REIT taxable ine@mn an annual basis in order to maintain
our REIT qualification; in each case, our actigtand balance sheet are measured with referemistéoical cost and/or fair market value
without considering inflation.

Quantitative and Qualitative Disclosures About Market Risk

We seek to manage our risks relateddathdit quality of our assets, interest rateslidiily, prepayment speeds and market value while,
at the same time, seeking to provide an opportuaigtockholders to realize attractive risk-adjdsteturns through ownership of our capital
stock. While we do not seek to avoid risk completele believe the risk can be quantified from hista experience and seek to actively
manage that risk, to earn sufficient compensatigngtify taking those risks and to maintain cadgdeaels consistent with the risks we
undertake.

Credit Risk

We expect to be subject to varying degafecredit risk in connection with holding a polib of our target investments. We will have
exposure to credit risk on our CRE loans and didwget investments. Our Manager will seek to martaigdit risk by performing deep credit
fundamental analysis of potential assets. Creshtwiill also be addressed through our Manager'gaing review,
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and investments will be monitored for variance frexpected prepayments, defaults, severities, leasggash flow on a monthly basis.

Our investment guidelines do not limie gimount of our equity that may be invested intgpg of our target investments. Our
investment decisions will depend on prevailing neaidonditions and may change over time in resptmspportunities available in different
interest rate, economic and credit environmentsa Assult, we cannot predict the percentage oequity that will be invested in any
individual target investment at any given time.

Interest Rate Risl

Interest rates are highly sensitive toynfactors, including fiscal and monetary policée®l domestic and international economic and
political considerations, as well as other factmegond our control. We will be subject to intenede risk in connection with our assets and our
related financing obligations. In general, we expedinance the origination or acquisition of darget investments through financings in the
form of borrowings under warehouse facilities, barddit facilities (including term loans and revioly facilities), resecuritizations,
securitizations and repurchase agreements. We riteata interest rate risk through utilization afdging instruments, primarily interest rate
swap agreements. Interest rate swap agreemeritgemded to serve as a hedge against future itextesincreases on our borrowings. For
many of our investments, we may also seek to lingtexposure of our borrowers and sponsors todutuctuations of interest rates through
their use of interest-rate caps and other intesgsthedging instruments.

Interest Rate Effect on Net Interest Incon

Our operating results will depend in Epart on differences between the income earnemipassets and our cost of borrowing and
hedging activities. The cost of our borrowings gaite will be based on prevailing market interestiess. During a period of rising interest rates,
our borrowing costs generally will increase (a) ilihe yields earned on our leveraged fixate mortgage assets will remain static, and (B
faster pace than the yields earned on our leverfigatihg rate mortgage assets, which could reéawudtdecline in our net interest spread anc
interest margin. The severity of any such declinell depend on our asset/liability compositionhat time as well as the magnitude and
duration of the interest rate increase. Furtheinarease in shoiterm interest rates could also have a negative éimrathe market value of ¢
target investments. If any of these events happercould experience a decrease in net income ar maet loss during these periods, which
could adversely affect our liquidity and resultsopkrations.

Hedging techniques are partly based saraed levels of prepayments of our target investsadinprepayments are slower or faster than
assumed, the life of the investment will be longeshorter, which would reduce the effectivenesargf hedging strategies we may use and
may cause losses on such transactions. Hedginggiria involving the use of derivative securities lighly complex and may produce vola
returns.

Interest Rate Cap Ris

We may originate or acquire floating ratertgage assets. These are assets in which thigages are typically subject to periodic and
lifetime interest rate caps and floors, which lithié amount by which the asset's interest yield ofnge during any given period. However,
our borrowing costs pursuant to our financing agreets will not be subject to similar restrictio&erefore, in a period of increasing interest
rates, interest rate costs on our borrowings cimgicease without limitation by caps, while the net&-rate yields on our floating rate mortgage
assets would effectively be limited. In additioloatting rate mortgage assets may be subject togienpayment caps that result in some por
of the interest being deferred and added to thecipal outstanding. This could result in our reteifless cash income on such assets than we
would need to pay the interest cost on
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our related borrowings. These factors could lowarret interest income or cause a net loss durmipgs of rising interest rates, which would
harm our financial condition, cash flows and resolt operations.

Interest Rate Mismatch Ris

We may fund a portion of our originationacquisition of mortgage loans with borrowingattare based on LIBOR, while the interest
rates on these assets may be indexed to LIBORathanindex rate, such as the one-year Constaniriat reasury, or CMT, index, the
Monthly Treasury Average, or MTA, index or the 1Dstrict Cost of Funds Index, or COFI. Accordingany increase in LIBOR relative to
one-year CMT rates, MTA or COFI will generally réiSn an increase in our borrowing costs that maybe matched by a corresponding
increase in the interest earnings on these agsgissuch interest rate index mismatch could advemsiect our profitability, which may
negatively impact distributions to our stockholdérs mitigate interest rate mismatches, we mayzetthe hedging strategies discussed above.

Our analysis of risks is based on our dpar's experience, estimates, models and assumplibase analyses rely on models which
utilize estimates of fair value and interest ragesitivity. Actual economic conditions or implemation of decisions by our management may
produce results that differ significantly from thstimates and assumptions used in our models arqtdfected results shown in this
prospectus.

Extension Risk

Our Manager will compute the projectedghieed-average life of our assets based on assangptegarding the rate at which the
borrowers will prepay the mortgages. If prepaynrates decrease in a rising interest rate envirohntten life of the fixed-rate assets could
extend beyond the term of the interest swap agreeareother hedging instrument. This could havegative impact on our results from
operations, as borrowing costs would no longerefafter the end of the hedging instrument wttileincome earned on the fixed-rate assets
would remain fixed. In extreme situations, we mayfdrced to sell assets to maintain adequate liguithich could cause us to incur losses.

Market Risk

Available-for-sale investments will bdleeted at their estimated fair value, with thefetiénce between amortized cost and estimated fai
value reflected in accumulated other compreherisis@me. The estimated fair value of these investmBinctuates primarily due to changes
interest rates and other factors. Generally, iisiag interest rate environment, the estimatedvfalue of the fixed-rate securities would be
expected to decrease; conversely, in a decreasiewgst rate environment, the estimated fair vafube fixed-rate securities would be
expected to increase. As market volatility increaseliquidity decreases, the fair value of ourgstments may be adversely impacted. If we
unable to readily obtain independent pricing tadete our estimated fair value of any availabledale investment in our portfolio, the fair
value gains or losses recorded in other comprebhemstome may be adversely affected.

Real Estate Risl

Commercial mortgage assets are subjeailadility and may be affected adversely by a nemiif factors, including, but not limited to,
national, regional and local economic conditionkifh may be adversely affected by industry slowd®and other factors); local real estate
conditions; changes or continued weakness in spacdustry segments; construction quality, age @esign; demographic factors; and
retroactive changes to building or similar codesaddition, decreases in property values reducgahes of the collateral and the potential
proceeds available to a borrower to repay the uyidgrloans or loans, as the case may be, whickdcago cause us to suffer losses.
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Risk Management

To the extent consistent with maintaining REIT qualification, we will seek to managekrexposure by closely monitoring our
portfolio and actively managing the financing, et rate, credit, prepayment and convexity (a omeasf the sensitivity of the duration of a
debt investment to changes in interest rates) dsksciated with holding a portfolio of our targetestments. Generally, with the guidance and
experience of our Manager:

. we will manage our portfolio through an interactpy@cess with Ares Management and service oursigfnated investments
through our Manager's Standard & Poor's rated pyiraad special loan servicing subsidiary;

. we intend to engage in a variety of interest ratmagement techniques that seek, on the one hanitigate the economic effe
of interest rate changes on the values of, andngin, some of our assets, and on the other helpdub achieve our risk
management objectives, including utilizing derivatfinancial instruments, such as puts and callsemurities or indices of
securities, interest rate swaps, interest rate, @qghange-traded derivatives, U.S. Treasury sgesirbptions on U.S. Treasury
securities and interest rate floors to hedge &l portion of the interest rate risk associateth wie financing of our portfolio;

. we intend to actively employ portfo-wide and ass-specific risk measurement and management procesees daily
operations, including utilizing our Manager's risknagement tools such as software and servicesédeor purchased from
third parties and proprietary analytical methodgedigped by Ares Management; and

. we will seek to manage credit risk through our diligence process prior to origination or acquésitand through the use
non-recourse financing, when and where availabieagpropriate. In addition, with respect to anytipafar target investment,
our Manager's investment team evaluates, among tttings, relative valuation, comparable analysigply and demand trent
shape of yield curves, delinquency and defaulistatcovery of various sectors and vintage of teriéd.
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BUSINESS
Our Company

Ares Commercial Real Estate Corporatioa hewly organized specialty finance company fedums originating, investing in and
managing middle-market CRE loans and other CREa@lmvestments. We intend to target borrowers wloapital needs are not being met in
the market by offering customized financing solnioWe will implement a strategy focused on digrigination combined with experienced
portfolio management through our rated primary sppekcial servicer to meet our borrowers' and spsheeeds. We will commence operations
upon completion of this offering and the concurr@eruisition of our Initial Portfolio.

Upon completion of this offering, we waltquire a portfolio of recently originated CRErsaor the Initial Portfolio, from Ares

Investments, an affiliate of Ares Management. Tiigal Portfolio will consist of investments with an aggregate principal
amount of $ million, % with igated average pricing, at par, of 30-day LIBORsplu % and weighted average maturity
of years.

We will rely on our Manager to providewih investment advisory services pursuant totémems of a management agreement. Our
Manager was formed in 2011 as an affiliate of Avlemagement, a global alternative asset manageBB@dregistered investment adviser with
approximately $41 billion of total committed capiteader management as of June 30, 2011.

Our Manager and Ares Management

We will be externally managed and advisgaur Manager pursuant to the terms of a manageaggeement. Our Manager will be
responsible for administering our business acéigiind day-to-day operations and providing us pec@ive management team, investment
team and appropriate support personnel.

Our Manager is an affiliate of Ares Maeagent, a global alternative asset manager andeegisinvestment adviser founded in 1997
of August 31, 2011, Ares Management had approximdt0 employees in over a dozen offices worldwideluding over 200 investment
professionals with significant experience in CREvate debt, capital markets, private equity, tngdand research. We believe that the
significant experience of our Manager and Ares M@naent's investment professionals, our Managecksgoaund in developing customized
financing solutions for CRE middle-market borrowarsl our Manager's efficient and comprehensiveittoederwriting process position us to
be a preferred lender for borrowers seeking flexibRE middle-market financing. As of June 30, 204res Management managed $41 billion
of committed capital on behalf of large pensiondsirbanks, insurance companies, endowments, gabtitutional and retail investors and
certain high net worth individuals.
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The following chart shows the structunel the various investment strategies of Ares Mameg.

Ares Management LLC

Ares Capital Markets Group Ares Private Equity Group
Semior secured bank oans, high yield Self~originared debi lnvestmenis in Coniral-arierted private eqidty
banrds, distressed debt and other fived milddle-marker conpenles and middle-market commercial || investmenis in groveh, rescae and
fncante investmemnis Feal et Gsseis de-leveraging sttwatfony
Subproups
Long Cnly Altermative U.s Commercial European MNaorth
Cormporate Corporate Pr.“_.“'_ I-?h: bt Real Estate Private Debt Alm Siica Asia
Credit Credit e Group (Corporate) ;
Commiticed
Capitalasaf | ¢y 5 Billion 55 Rillion 514 Billion 51 Billion* 51 Rillion 56 Billion
June 30, 2011
Team E -+ E
3% Investment Professionals 127 Investment Professionals A0 Investment Professionals
* Pro forma for the Wrightwood transactic

Ares Management is organized around threeary investment strategies: Private Debt, Gapitarkets and Private Equity. Ares
Management's senior principals possess an avefagpmximately 20 years of experience in CRE, taged finance, private equity, distres
debt, investment banking and capital markets aadacked by a large team of highly disciplined pssfonals. We believe that our Manager's
access to the insights of Ares Management's invagtprofessionals in the Private Debt, Capital M&slkand Private Equity Groups will
provide us with a breadth of market knowledge tlifierentiates us from many of our competitors. ®lanager has adopted Ares
Management's rigorous investment process thatsisdapon an intensive, independent financial aiglydth a focus on preservation of
capital, diversification and active portfolio maeagent.

Our Manager will work closely with othewestment professionals in the Ares Private Delotu@, which as of June 30, 2011, had
approximately $16 billion of total committed capitgader management (pro forma for the Wrightwoaehsaction). The Ares Private Debt
Group includes an origination, investment and ptidcfmanagement team of approximately 55 U.S.-basesstment professionals focused on
investments in the "corporate middle-market," whioh Ares Private Debt Group defines as companigsamnual EBITDA, between
$10 million and $250 million. The Ares Private D&xoup primarily focuses on the direct originatmmon-syndicated first and second lien
senior loans and mezzanine debt in the corporaddlarimarket. The Ares Private Debt Group also mesd@ges Capital Corporation, or Ares
Capital, a publicly traded specialty finance compatith approximately $13 billion in total committegpital under management as of June 30,
2011. We expect to leverage the Ares Private Debus skill and experience managing a public cam@and Ares Management's investor
and lender relationships as we operate the Comaatiyncrease scale.

As of August 31, 2011, our Manager hadrd billion of total committed capital under mgaement in CRE-related investments and an
origination, investment and portfolio managemeanteonsisting of approximately 35 experienced itnaest professionals and approximately
10 administrative officials, including legal anddince professionals. This team is led by the sémiastment professionals of the Ares
Commercial Real Estate Group, a subgroup of the Rrévate Debt Group, and has significant expedetiectly originating, underwriting,
financing, and managing CRE middle-market loansathdr CRE-related assets throughout various masicies.
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Market Opportunity

We believe that the U.S. CRE marketscareently in the initial stages of a recovery frtime severe economic downturn that began in
2007. Following a dramatic decline in CRE lendin@D08 and 2009, debt capital has become morelyeadiilable for select stabilized, high
quality assets in certain locations such as gateitgs, but remains limited for many other typépmperties and locations. For example, we
currently anticipate a high demand for customizelbitdinancing from borrowers or sponsors who aokilog to refinance indebtedness that is
maturing in the next two to five years or are seglshorter-term debt solutions as they repositi@ir properties. In addition, we believe the
uncertainty surrounding multifamily mortgage finanmoay provide us incremental lending opportunitiethe future as Congress considers
restructuring Fannie Mae and Freddie Mac, who heen the most significant sources of multifamilyptdeapital in recent years.

We believe that as a result of the af@etioned economic downturn and the subsequent bam&gulatory reform, a number of lenders
and finance companies who traditionally served@R&E middle-market, are burdened with legacy pddfisisues, balance sheet constraints or
have otherwise exited the market. In particularaléen and regional banks who represented a largégopmf the CRE market prior to the
downturn, have sharply curtailed their CRE lendastjvities. We believe that this decreased comipatitill create a favorable investment
environment for the foreseeable future. We als@belthat we are well positioned to capitalize loe ¢xpected demand generated by the
estimated $1.7 trillion of CRE debt maturing betw@@11 and 2015 (according to Foresight Analytesited by Deloitte & Touche LLP in
their publicationCommercial Real Estate Outlook: Top Five Issue0ibl).

Competitive Advantages
We believe that we will have the folloginompetitive advantages in originating and acggigssets for our investment portfolio:
The Ares Management Platform

We intend to leverage Ares Managememtansive credit-focused culture and investmentfqiat that have contributed to its reputation
as a leading corporate credit manager. We beliees Management's existing investment platform plesius with extensive access to capital
markets relationships, deal flow and an establisheelstment evaluation process, as well as in-defattket information, company knowledge
and industry insight that should benefit our inuesit and due diligence process. Furthermore, ircsmyand analyzing our investments, we
will benefit from access to Ares Management's sii&tl portfolio of investments in over 1,000 comies across over 30 industries and its
extensive network of relationships focused on n@ddiarket companies, including management teams berenof the investment banking
community, private equity groups and other investiriems with whom Ares Management has long-terfatienships. We will also benefit
from Ares Management's experience managing a pabfigpany and its well-developed infrastructure asoperate the Company and increase
scale.

Seasoned Management Team with Significant Real Est&xperience

Our Manager's senior investment profesdghave extensive experience investing in arahfimg CRE across market cycles over the
last two decades. In particular, our senior investhprofessionals have substantial experienceeimitiect origination, structuring and
ownership of investments to provide attractive mesuvithout exposing investors to an inapproprietel of risk. Over the course of their
careers such individuals have been part of teaatshtive invested, owned or managed over $10 bilifddRE investments. Our senior
management team also has significant experienaatpg and building public and private companies|uding real estate and specialty
finance companies, and has demonstrated its atwlibptain access to public and private credit @ity capital throughout various market
cycles.
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National Direct Origination Platform

Our Manager employs a nationwide tearsesiior investment professionals who have an averbgpproximately 20 years in the
origination and credit underwriting of CRE loanse\elieve having a network of experienced loaninaigrs in key local markets such as
Dallas, Chicago, New York, Orange County and Logélas enhances our focus on fundamental marketradit analyses that emphasize
current and sustainable cash flows. We believeitsight, together with the deal flow to be proxdde®y such originators will enable us to
originate loans with proper riskdjusted return profiles. We also believe our matiglatform of originators helps us maintain relaships witt
our borrowers and their sponsors, which can leddttoe or repeat business.

Established Portfolio Management Functior

Our Manager currently acts as portfolianager for over $1 billion of CRE-related investtseimcluding senior and subordinated loans.
These portfolio management activities include pryrend special servicing functions performed byrdu@ experienced professionals throus
servicing subsidiary, Ares Commercial Real Estate/iBer LLC, a Standard & Poor's rated primary apecial loan servicer. We actively
monitor and manage our investments from originatiopayment or maturity. Our active portfolio maaagent, which includes the use of our
special servicing subsidiary, will allow us to essand manage the risk in our portfolio more adelyabuild and maintain strong relationships
with borrowers and their sponsors, control costsemsure operational control over our investments.

Flexible "One Stop" Transaction Structuring

While maintaining our focus on credit aigk assessment, we plan to be flexible in stmileguinvestments, including the types of assets
that we originate or invest in, and the terms assed with such investments. We expect to leverags Management's experience investing
across a capital structure and its "buy and hotdibpophy, which enhances our ability to provideéstop" financing and to tailor an
investment to meet the specific needs of a borrowWter believe that having flexibility with our traextion structuring, while maintaining our
underwriting standards, rigorous investment apgraan target investment and market focus, will @skaur competitive position in the CRE
middle-market by providing a strong value propaesitto borrowers seeking financial solutions thaines typically be provided by traditional
"senior only" or "mezzanine only" lenders or thémsders intending to securitize the underlying staeent. Our ability to tailor investments
will in turn allow us to drive increased earningsaugh premium pricing on a risk-adjusted basist&rmore, we believe that this flexible
approach, coupled with Ares Management's markéiiliig and sourcing capabilities, will enable ddanager to identify attractive investment
opportunities throughout economic cycles and acadssrrower's capital structure, and allow us t&enavestments consistent with our stated
investment objective.

Middle-Market Focus

We believe that we will be one of the fagtive capital providers operating nationally tfeetuses on the CRE middle-market and has the
benefit of a quality asset manager such as Aresalglement and its affiliates. As noted above, weelelihe availability of capital in the CRE
middle-market is limited and borrowers and sponbsarge the greatest need for customized solutiotfsisrsegment of the market. Our access
to a permanent capital base will assist us in gngwaiur business and allow us to maintain a congigtesence in the market across economic
cycles, which provides us with a competitive adagetover fund managers or other finite life investinvehicles pursuing investment
opportunities in the CRE middle-market. We alsodwe the expected pace of CRE debt maturities esemstrong driver of demand for CRE
middle-market loans in the short to medium termségbon our Manager's experience, we believe thatrevevell positioned to take advantage
of this market opportunity.
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Our Investment Strategy

Our investment objective is to generdtietive risk-adjusted returns for our stockhosgrimarily through dividends and distributions
and secondarily through capital appreciation. Wefacused on originating, investing in and managingtomized CRE loans and other CRE
middle-market financings. We believe the availapitif capital in the CRE middle-market is limiteddathat borrowers and sponsors have the
greatest need for customized solutions in this segrof the market. We intend to provide senior foéncluding A-Notes) that are secured by
CRE properties, subordinated mortgage loans (imeguB-Notes and mezzanine loans), and other CRE&simvents as further described below.
To provide a single "one stop" financing source,may incorporate one or more of these productscast@mized financing solution to our
customers. We collectively refer to such senior sulgbrdinated mortgage loans and other CRE invedfnas our "target investments.”

Commercial Real Estate Loans

. Commercial Mortgage Loans or "A-Notes'These mortgage loans are typically secured By dir second liens on commercial
properties, including the following property typedfice, retail, multifamily/manufactured housirigdustrial/warehouse and
hospitality. An "A-Note" is typically a privatelyagotiated loan that is secured by a first mortgaga commercial property or
group of related properties that is senior to aN@e" secured by the same first mortgage propeargraup.

. Subordinated Mortgage Loans or-Notes": These loans may include structurally subordinéitetimortgage loans and juni
participations in first mortgage loans or partitipas in these types of assets. As noted abovB;MNdte" is typically a privately
negotiated loan that is secured by a first mortgaga commercial property or group of related proee that is subordinated to
an A-Note secured by the same first mortgage ptgpergroup. The subordination of a B-Note typigadl evidenced by
participations or intercreditor agreements witheotholders of interests in the note. B-Notes abgesii to more credit risk with
respect to the underlying mortgage collateral tih@ncorresponding A-Note.

. Mezzanine Loans Like B-Notes, these loans are also subordinated CRE lbahsre usually secured by a pledge of
borrower's equity ownership in the entity that owhmes property. In a liquidation, these loans amegally junior to any mortgag

liens on the underlying property; but senior to amgferred equity or common equity interests inghgty that owns the
property. Investor rights are usually governedrigricreditor agreements.

Other Commercial Real Estate Investments

. Preferred Equity: Preferred equity of entities that directly orinedtly own commercial real estate is typically setured by tt
real estate held by the issuer of the preferredtyegad is subordinate to the debt of the issussfdPred equity occupies a senior
position in the issuer's capital structure, relativ common equity holders on cash flow distribugi@and proceeds of capital
events.

. Other: To a lesser extent, we may invest in other l@tssecurities, including but not limited to triplet lease equity, loans
real estate or hospitality companies and debtgreissession loans.

Direct Origination
We will focus primarily on directly origating our target investments, which will allowtos

. take a more active role in underwriting and strriotyinvestments

. have direct access to our customers' managemens t&ad enhance our due diligence proc
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. have meaningful input into our customers' pro forgagital structures,
. actively participate in negotiating transactiorcprg and terms, an
. generate structuring and origination fees.

Our direct origination strategy will gius the flexibility to originate a broad and flebalproduct that meets the specific needs of our
customers and drives portfolio composition in resmoto changing market conditions. We expect thatManager will opportunistically adjust
our asset allocation, with the proportion and typleisivestments changing over time depending on\damager's views on, among other thir
the then existing economic and credit environmBated on current market conditions, we expect likatour Initial Portfolio, the majority of
our investments will be senior mortgage loans satby cash-flowing properties located in the Unif¢ates and directly originated by us.
These investments will typically pay interest aesathat are determined periodically on the basssfoating base lending rate, primarily
LIBOR plus a premium and have an expected durdtéween two and four years.

Opportunistic Strategy

In pursuing investment opportunities wattractive risk-reward profiles, we expect our Mger will incorporate its views of the current
and future economic environment, its outlook fal restate in general and particular asset clasgkgsaassessment of the risk-reward profile
derived from its underwriting. Our Manager's undeting standards will center on the creditworthimes the borrower and the underlying
sponsor of a given asset, with particular focuswmsset's business plan, competitive positionitigmthe market, existing capital structure,
and potential exit opportunities. All investmentidons will be made so that we maintain our gicdifon as a REIT and our exemption from
registration under the 1940 Act.

Our investment strategy may be amendad fime to time without the approval of our stocklews, if recommended by our Manager
and approved by our board of directors.

Our Initial Portfolio

Upon completion of this offering, we wéitquire our Initial Portfolio, a portfolio of renty originated CRE loans owned by ACRC
Holdings LLC, a subsidiary of Ares Investmentspfied in September 2011. We will consummate the adopr of our Initial Portfolio by

acquiring ACRC Holdings LLC via a merger. Pursuanthe merger Ares Investments will receive an aggte of shares of our
common stock having an aggregate assumed valygpobdmately $ million (assuming aitiad public offering price of $ per
share).

The Initial Portfolio will consist of istments with an aggregate principal amount of $  million with weighted average pricing, a
par, of 30 day LIBOR plus % and weightedrage maturity of years.

Our Financing Strategy

Subject to maintaining our qualificatias a REIT and our exemption from the 1940 Act, nitgaily expect to finance the origination or
acquisition of our target investments, to the eixéaailable to us, through the following methods:

. one or more senior secured funding facilities,udalg the Wells Fargo Facility and the Citibank g which we will assume
in connection with the acquisition of our Initiabiffolio;

. other sources of private financing and any addiidending facilities; and

. capital markets offerings of equity or debt sedesibf us or of our controlled finance vehicles.
In the future, we may utilize other sagof financing to the extent available to us.
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Wells Fargo Facility

At the completion of this offering andampthe acquisition of our Initial Portfolio, we widssume a $ million secured funding
facility, or the "Wells Fargo Facility," to be armged by Wells Fargo Bank, National Association mafiliate, to be used for originating
qualifying senior commercial mortgage loans andNiétes."

Citibank Facility

At the completion of this offering andampthe acquisition of our Initial Portfolio, we Wissume a $ million secured funding
facility, or the "Citibank Facility,” to be arranddy an affiliate of Citibank, N.A. to be used fmiginating qualifying senior commercial
mortgage loans and "A-Notes."

Other Credit Facilities, Warehouse Facilities andeRurchase Agreements

In the future, we may also use other sesiof financing to fund the origination or acauidsi of our target investments, including other
credit facilities, warehouse facilities, repurchéasglities and other secured and unsecured fofm@@owing. These financings may be
collateralized or non-collateralized and may inwbne or more lenders. We expect that these fasilitill typically have maturities ranging
from two to five years and may accrue interesitaee fixed or floating rates.

Capital Markets

We may seek to raise further equity @dind issue debt securities in order to fund aturé investments. For example, we may seek to
enhance the returns on our senior commercial mgettizan investments, especially loan originatidmsyugh securitizations, if available. To
the extent available, we intend to securitize #r@@ portion of our some of our loans, while reiag the subordinate securities in our
investment portfolio. The securitization of thisge portion will be accounted for as either a 8and the loans will be removed from our
balance sheet or as a "financing" and will be digskas "securitized loans" on our balance shdegending upon the structure of the
securitization.

Leverage

We intend to use prudent amounts of kegeito increase potential returns to our stockhsldeo that end, subject to maintaining our
qualification as a REIT and our exemption from ségition under the 1940 Act, we intend to use lwimgs to fund the origination or
acquisition of our target investments. Given currearket conditions and our focus on first or semiortgages, we currently expect that such
leverage would not exceed, on a debt-to-equityshas#-to-1 ratio.

Investment Process
Our investment strategy will be implemeghthrough a highly disciplined underwriting, intrasent and portfolio management process.

Step 13 Step 4 Step 5: Step 6;

Initial Due Investment Final Due Portfolio

Origination
Diligence/
Management Underwriting

Committes Diligence/ Management
Closing

Step 1: Origination

Our Manager expects to identify investtmaportunities through its extensive network datienships within the real estate and finance
industries. In addition, our Manager intends t@bsh strategic alliances with third parties iderto enhance our access to opportunities. The
efforts and sourcing relationships of our Managadedicated team of real estate investment profiealsavill be complemented by those across
Ares Management's broader team of investment siofesls. Given
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Ares Management's long-term experience in the fisaand real estate sectors, strong relationshipsweith public and private real estate
owners, investors, developers and operators wiplertise across all real estate asset classes lleasvkey intermediaries such as mortgage
brokerage firms, commercial banks, leading investrbanks and servicers. We believe these relatipsstill dramatically improve the scale
and scope of our senior loan origination platfo@ar Manager is focused on originating, investingmd managing customized CRE loans and
other CRE middle-market financings.

Step 2: Screening / Risk Manageme

As soon as a potential investment opmitiiLarises, our Manager expects to perform aminiredit analysis, including a quantitative .
gualitative assessment of the investment, as weaksearch on the various sectors owning realeestatietermine whether our Manager
believes that it is beneficial to pursue the pagmvestment. The review will be conducted by tiginator and a credit analyst, in
collaboration with our chief investment officer aofther investment professionals. Our Manager esgectvaluate each investment
opportunity based on its experience and expecsidadjusted return relative to other comparablestwment opportunities available to us.
Additionally, the investment will be screened by Manager to determine its impact on maintaininmmpany's REIT qualification and the
Company's exemption from registration under the01A8dt. Prior to making an investment decision, blanager expects to determine whether
an investment will cause the portfolio to be toavily weighted to any specific borrower, assetslas geographic location. As part of the risk
management process, our Manager intends to empltfpiio monitoring services, loan servicing opé&as and finance and accounting
policies. If our Manager determines that the prepldsvestment can meet the appropriate risk andrreriteria, as well as appropriately
complement our existing investment portfolio, theestment will undergo a more thorough due diligeanalysis and underwriting. Our
Manager will maintain an ongoing pipeline of invvasnt opportunities, and the members of the Investi@emmittee will be notified about t
proposed investment opportunities at least on &iydmasis.

Step 3: Initial Due Diligence / Underwriting

Our Manager expects to employ a valueedriapproach to underwriting and due diligencesistant with the historic experience of our
Manager's real estate investment professional®\eeslManagement's historical investment strategy. @anager intends to employ a
rigorous, credit-oriented evaluation towards detaimg the risk/return profile of the opportunitydathe appropriate pricing and structure for
the prospective investment, with specific referetacthe strength of the transaction sponsor(s)utiterlying real estate and the structure of
investment. Detailed financial modeling and analysiexpected to be used to assess the cash fibwednt service coverage characteristics of
the properties as well as interest rate and prepayanalysis. Focus is expected to be on curresfit taws and potential risks to cash flow s
as those associated with tenant credit qualitgdenaturities, reversion to market level rentasatvacancy and expenses. Cash flow analysis
and market comparables are anticipated to be asget¢rmine the current value of the underlyindatetal, assess the capacity to repay or
refinance upon maturity, as well as understanditeities to various potential changes in assefgrenance, market fundamentals and real
estate capital markets. Our Manager expects toperéxtensive property and market-level due dilagggnncluding, where appropriate, a
competitive analysis, tenant profile and creditieess, market and industry research and due diligemcthe borrower and its sponsor(s),
including meeting with the borrower's and spons@spective management teams, checking managerbackgrounds and references and
analyzing the governance structure of the borroiee. market research will incorporate analysisevhdgraphics, key fundamentals such as
employment growth and population growth, compar#talesactions and the competitive landscape, dsaseln investigation into the legal
risks. Our Manager's underwriting focus will alsodn understanding the broader capital structutheofransaction and ensuring that the
Company has the appropriate controls and rightisimits prospective investment. In the event that o
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Manager is considering the acquisition of CMBS, Blanager anticipates undertaking extensive anabfdise underlying loans and careful
review of the bond terms and conditions.

Our Manager expects to enhance its digedce and underwriting efforts by accessing Aviemagement's extensive knowledge base
and industry contacts. Ares Management has a l@tgrir investing across a number of industries sligiport and connect with the real estate
sector, such as retail, logistics, residential esthte brokerage and hospitality/leisure. We beltbat our access to Ares Management's deep
industry knowledge and relationships will add atreximension to our Manager's perspective whefuatiag the fundamental drivers
underlying the real estate. Ares Management iadparticipant in the capital markets througleépital markets businesses and strategie
Ares Management develops its views of the reatestarkets and macroeconomic conditions and detesninvestment strategy, we believe
our Manager will benefit from Ares Management'sghts into the broader capital markets and investrtteemes across the economy.

Once initial due diligence is completar Manager's Underwriting Committee, which willtially comprise Mr. Cohen, the chairman of
the committee, Messrs. Bartling, Bieber, Choulo¢ckagedman, Jaekel and Smith, and Ms. Gu, willeavthe investment opportunity, and re
those that it approves to the Investment Commftieéurther review.

Step 4: Underwriting and Investment Committe

Upon completion of due diligence and aisien by our Manager's Underwriting Committeegoammend further review of an
investment, we expect that our chief investmeriteffwill formally present the investment opportyrto our Manager's Investment
Committee. All investments made by the Company seitjuire approval by a majority of the memberswfanager's Investment Committee,
although unanimous consent is sought. Our Manalgerestment Committee will comprise senior profesais from Ares Management and
executive officers of our Manager, including thédwing individuals: Mr. Bartling, the chairman tiie committee, and Messrs. Arougheti,
Cohen, Davis, Jaekel, Sachs and Smith. Our Marslgeestment Committee expects to meet regularbviduate potential investments and
review our investment portfolio. Additionally, timeembers of our Manager's Investment Committee ratieipated to be available to guide our
Manager's investment professionals throughout theituation, underwriting and structuring of pragpes investments. Generally, the
investment professionals led by our chief investnudiicer will be responsible for presenting to ddanager's Investment Committee a credit
memorandum on the investment opportunity that gesian in-depth overview of the collateral, bormpwieie diligence conducted, key
financial metrics and analyses, as well as investroensiderations and risk mitigants.

Step 5: Final Due Diligence / Closin

After the investment is approved by owarndger's Investment Committee, a more extensivelifigence process will be employed. As
part of the closing process, our Manager will dgpteembers of its closing team, along with outsitgal counsel, to complete legal due
diligence (including title and insurance reviewjlatocument each investment. Our Manager may, asppgate, engage third party advisors
and/or consultants to conduct an engineering amla@mmental review of the collateral and providBraperty Condition Report, Phase |
Environmental Assessment and Appraisal. Our Maneaggects to visit the property, tour the markewmich the property is located, perform
background verification on the prospective borroamed sponsor(s) and review their experience andhiliies in managing the collateral and
executing the specific business plan. Once we Hatermined that a prospective investment is suitalé will work with the borrower and its
sponsor(s) to finalize the structure of the invesitn
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Step 6: Portfolio Managemer

Upon making an investment, our Managdrimmediately begin proactively managing the asgetiuding detailed compliance
monitoring, regular communications with borrowensl @ponsors and periodic property visits dependimthe circumstance. Our Manager's
portfolio management team has significant priorezignce in all aspects of primary and special sergiof CRE investments, as evidenced by
the rating by Standard & Poor's of our Managergisiag subsidiary as a primary and special servidée believe that having the primary and
special servicing functions performed for us by Blamager enhances our portfolio performance byihglps control costs and ensure
operational control over investments.

Our investment process focuses on agtivelnitoring and managing an investment from o@gjon to payment or maturity. Our
proactive approach to portfolio management incluésk rating system based on a uniform set ¢éiGa, review of monthly property
statements, active compliance monitoring, regutanmmunications with borrowers and sponsors, momigpthe financial performance of the
collateral, periodic property visits, monitoringstamanagement and reserve accounts and monthtynjeietings of our Manager's portfolio
management staff and Investment Committee. If siiesiare acquired, in the form of CMBS or corperbaink loans or bonds, our Manager
will be responsible for interacting with the seedi@nd/or trustee and reviewing in detail the miyntéports from the issuer. With respect to
CMBS, if an investment underperforms the borrowleu'siness plan, our Manager may access the logiteses portfolio management
capabilities and will also be able to capitalizefoes Management's experience in distressed @aditestructurings. Any material loan
modification or amendment to a security will reguiihe approval of our Manager's Investment Commitfée believe our proactive and reg
portfolio management approach allows us to morerately assess and manage the risk in our portfatid to build and maintain strong
relationships with borrowers and their sponsors.

We intend to hold our senior commerciaktgage loans, CMBS assets and other debt investénematurity. We have no formal
turnover policy. However, in order to maximize reisiand manage portfolio risk, we may dispose adsset earlier than anticipated or hold an
asset longer than anticipated if we determine ife@ppropriate depending upon prevailing markatitions or factors regarding a particular
asset, including where an asset goes into defawhere we anticipate a default may occur. We ganige no assurances that we will be
successful in identifying or managing all of theks associated with originating, acquiring, holdamglisposing of a particular asset or that we
will not realize losses on certain assets.

Investment Guidelines

We currently intend to adhere to thedaihg investment guidelines:

. our investments will be in our target investments;
. no investment will be made that would cause usildd qualify as a REIT
. no investment will be made that would cause usgrad our subsidiaries to be required to be regést@s an investme

company under the 1940 Act;

. pending indication of appropriate investments intanget investments, our Manager may invest oail@abvle cash in intere-
bearing, short-term investments, including moneyketsaccounts or funds, CMBS or corporate bond#,dhe consistent with
our intention to qualify as a REIT; and

. all investments require the approval of our Managgdnderwriting and Investment Committe

These investment guidelines may be chéifrgen time to time by our board of directors with@ur stockholders' consent. In addition,
our Manager will not be subject to any limits ooportions with
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respect to the mix of target investments that wikaguire other than as necessary to maintairgaatification as a REIT and our exemption
from registration under the 1940 Act.

Risk Management

As part of our risk management strategy,Manager will closely monitor our portfolio andtively manage the financing, interest rate,
credit, prepayment and convexity (a measure oémsitivity of the duration of a debt investmenthanges in interest rates) risks associated
with holding a portfolio of our target investments.

Portfolio Managemen

We recognize the importance of activefptio management in successful investing. Our Mgana portfolio management activities will
provide not only investment oversight, but alséical input into the origination and acquisitioropess. Ares Management's portfolio
management process creates value through carg@sgtinent-specific market review, enforcement oflaad security rights, and timely
execution of disposition strategies. In additiomr, Manager will seek to leverage Ares Managemeessarch insights into macroeconomic
leading indicators. This interactive process camaths underwriting assumptions with direct knowkdflocal market conditions and costs
revenue expectations. These critical assumpticas lecome the operational benchmarks by whichdbet ananagers are guided and evalt
in their ongoing management responsibilities. Fortgage investments, annual budgets are reviewednanitored quarterly for variance, and
follow up and questions are directed by the assetager back to the owner. For securities investsnembnthly remittance reports are
reviewed, and questions are prompted by the asmeager to the servicer and trustee to ensure atti@rence to the servicing standards set
forth in the applicable pooling and servicing agneats. Our Manager intends to service our selfiagigd investments through a servicing
subsidiary, Ares Commercial Real Estate Service€ L& Standard & Poor's rated primary and specéal &ervicer, which will allow us to
assess the risk in our portfolio more accuratelymfaterials are submitted to our chief financi#flaer for review on a quarterly basis. One of
the key components in the underwriting proceskésetvaluation of potential exit strategies. Our Etger will monitor each investment and
review the disposition strategy on a regular bas@der to realize appreciated values and maximgagns.

Interest Rate Hedging

Subject to maintaining our qualificatias a REIT, we intend to engage in a variety ofreégerate management techniques that seek, on
the one hand to mitigate the economic effect ariggt rate changes on the values of, and returrsoare of our assets, and on the other hand
help us achieve our risk management objectivesettie U.S. federal income tax laws applicable EdTRR, we generally will be able to enter
into certain transactions to hedge indebtednessahanay incur, or plan to incur, to originate, aicg or carry real estate assets, although our
total gross income from interest rate hedges tbhatal meet this requirement and other non-qualifyimtome generally must not exceed 5% of
our gross income.

We intend to utilize derivative financiaktruments, including, among others, puts anid cal securities or indices of securities, interest
rate swaps, interest rate caps, excharaged derivatives, U.S. Treasury securities, ogtion U.S. Treasury securities and interest ratesltc
hedge all or a portion of the interest rate riskoagated with the financing of our portfolio. Sfezlly, we will seek to hedge our exposure to
potential interest rate mismatches between theesteve earn on our investments and our borrowarsgsccaused by interest rate fluctuations.
In utilizing leverage and interest rate hedges,aljectives will be to improve risk-adjusted retsiand, where possible, to lock in, on a long-
term basis, a favorable spread between the yielio@assets and the cost of our financing. Wenelll on our Manager's expertise to manage
these risks on our behalf.
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The U.S. federal income tax rules applieao REITs, may require us to implement certdithese techniques through a TRS that is 1
subject to U.S. federal corporate income taxation.

Market Risk Managemen

Risk management is an integral componéour strategy to deliver returns to our stockleodd Because we will invest in senior
commercial mortgage loans and other debt investnentestment losses from prepayments, defautisgst rate volatility or other risks can
meaningfully reduce or eliminate funds availabledistribution to our stockholders. In additionchase we will employ financial leverage in
funding our portfolio, mismatches in the maturitegour assets and liabilities can create riskhinieed to continually renew or otherwise
refinance our liabilities. Our net interest margiii be dependent upon a positive spread betweemedturns on our portfolio and our overall
cost of funding. To minimize the risks to our polid, we intend to actively employ portfolio-widad asset-specific risk measurement and
management processes in our daily operations. Guralgfer's risk management tools include softwaresandces licensed or purchased from
third parties, in addition to proprietary analytiogethods developed by Ares Management. There earolguarantee that these tools will
protect us from market risks.

Credit Risk Management

While we will, through our investmentattgy, seek to limit our credit losses, there cand assurance that we will be successful.
However, we retain the risk of potential creditdes on all of the senior commercial mortgage |l@entsother commercial real-estate related
debt investments we may originate or acquire. Vié& @ manage credit risk through our due diliggpreess prior to origination or acquisit
and through the use of non-recourse financing, vémehwhere available and appropriate. In additidgth respect to any particular target
investment, our Manager's investment team evalpyatasng other things, relative valuation, comparavalysis, supply and demand trends,
shape of yield curves, delinquency and defaulstatxovery of various sectors and vintage of ted.

Our investment guidelines do not limit gimount of our equity that may be invested intgipg of our target investments. Our
investment decisions will depend on prevailing neadonditions and may change over time in resptmspportunities available in different
interest rate, economic and credit environmentsa Assult, we cannot predict the percentage oequity that will be invested in any
individual target investment at any given time.

Conflicts of Interest

For a discussion of the conflicts of fets facing our company and our policies to additesse conflicts, see "Our Manager and the
Management Agreement — Conflicts of Interest."

Policies With Respect to Certain Other Activities

If our board of directors determines thddlitional funding is required, we may raise sfuctds through additional offerings of equity or
debt securities or the retention of cash flow (sabjo provisions in the Code concerning distribitiequirements and the taxability of
undistributed REIT taxable income) or a combinatiéthese methods. If our board of directors deteesito raise additional equity capital, it
has the authority, without stockholder approvaissue additional common stock or preferred stackniy manner and on such terms and for
such consideration as it deems appropriate, atisrey

In addition, to the extent available, wiend to borrow money to finance the originatisraoquisition of our investments. We intend to
use traditional forms of financing, including sdtimations and other sources of private financingluding warehouse and bank credit
facilities. We also may utilize structured finangitechniques to create attractively priced non-ues® financing at an all-in borrowing cost that
is lower than that provided by traditional souroéfinancing and that provide
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long-term, floating rate financing. Our investmguoidelines and our portfolio and leverage are picilly reviewed by our board of directors
as part of their oversight of our Manager.

As of the date of this prospectus, wadbintend to offer equity or debt securities irtleange for property, to underwrite the securitik
other issuers, or to repurchase or otherwise recghares of our capital stock or other securities

We may invest in the debt securitiestbBo REITS or other entities engaged in real estpgzating or financing activities, but not for the
purpose of exercising control over such entities.

We intend to make available to our stadétbrs our annual reports, including our auditedficial statements. After this offering, we will
become subject to the information reporting requiats of the Securities Exchange Act of 1934, asraled, or the Exchange Act. Pursuant to
those requirements, we will be required to file @alrand periodic reports, proxy statements andratiiermation, including audited financial
statements, with the SEC.

Our board of directors may change anthe$e policies without prior notice to you or aesof our stockholders.
Operating and Regulatory Structure
REIT Qualification

We intend to elect to qualify as a REbmenencing with our taxable year ending on Decerthief011. Our qualification as a REIT
depends upon our ability to meet on a continuirgidyahrough actual investment and operating resudtrious complex requirements under the
Internal Revenue Code of 1986, as amended, ordke,Celating to, among other things, the souréesiogross income, the composition and
values of our assets, our distribution levels dddiversity of ownership of our shares. We belignz we have been organized in conformity
with the requirements for qualification and taxatas a REIT, and that our intended manner of ojperatill enable us to meet the requirem
for qualification and taxation as a REIT.

So long as we qualify as a REIT, we galhewill not be subject to U.S. federal income taxour net taxable income that we distribute
currently to our stockholders. If we have previgughalified as a REIT and fail to qualify as a REfTany subsequent taxable year and do not
qualify for certain statutory relief provisions, wéll be subject to U.S. federal income tax at lageorporate rates and may be precluded from
qualifying as a REIT for the subsequent four tagatdars following the year during which we lost REIT qualification. Even if we qualify
for taxation as a REIT, we may be subject to certhS. federal, state and local taxes on our inconpgroperty.

1940 Act Exemption

We intend to conduct our operations s tieither we nor any of our subsidiaries are megliio register as an investment company u
the 1940 Act. Section 3(a)(1)(A) of the 1940 Acfides an investment company as any issuer thathslds itself out as being engaged
primarily in the business of investing, reinvestargrading in securities. Section 3(a)(1)(C) of 1940 Act defines an investment company as
any issuer that is engaged or proposes to engage tusiness of investing, reinvesting, owninddimg or trading in securities and owns or
proposes to acquire investment securities havivegue exceeding 40% of the value of the issuetdd &ssets (exclusive of U.S. Government
securities and cash items) on an unconsolidated fihe "40% test"). Excluded from the term "invasnt securities," among other things, are
U.S. Government securities and securities issueddjgrity-owned subsidiaries that are not themseimeestment companies and are not
relying on the exception from the definition of @stment company for private funds set forth in ac3(c)(1) or Section 3(c)(7) of the 1940
Act.

We are organized as a holding companydtaducts its businesses primarily through whoilned subsidiaries. We intend to conduct
our operations so that we do not come within tHendien
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of an investment company because less than 408%eofaiue of our adjusted total assets on an untidaged basis will consist of "investment
securities." The securities issued by any whollywed/or majority-owned subsidiaries that we may forrthe future that are excepted from the
definition of "investment company” based on Sec8¢c)(1) or 3(c)(7) of the 1940 Act, together wéthy other investment securities we may
own, may not have a value in excess of 40% of #leevof our adjusted total assets on an uncongetidaasis. We will monitor our holdings
ensure continuing and ongoing compliance with tibés. In addition, we believe we will not be comsill an investment company under
Section 3(a)(1)(A) of the 1940 Act because we walt engage primarily or hold ourselves out as beimgaged primarily in the business of
investing, reinvesting or trading in securitiesth®a, through our wholly owned subsidiaries, wd td primarily engaged in the non-
investment company businesses of these subsidiaries

If the value of securities issued by suibsidiaries that are excepted from the definiibfinvestment company" by Section 3(c)(1) or 3
(c)(7) of the 1940 Act, together with any other@stment securities we own, exceeds 40% of our etjustal assets on an unconsolidated
basis, or if one or more of such subsidiariestéaihaintain an exception or exemption from the 1846 we could, among other things, be
required either (a) to substantially change themaam which we conduct our operations to avoicdhgeequired to register as an investment
company or (b) to register as an investment compaualer the 1940 Act, either of which could haveadwerse effect on us and the market
price of our securities. If we were required toisegr as an investment company under the 1940wetould, among other things, be required
either to (a) change the manner in which we conducbperations to avoid being required to regiatean investment company, (b) effect s
of our assets in a manner that, or at a time wivenyould not otherwise choose to do so, or (c)stegias an investment company, any of w
could negatively affect the value of our commorcktdhe sustainability of our business model, amdatility to make distributions which
could have an adverse effect on our business anhénket price for our shares of common stock.

We expect that certain of our subsid&tieat we may form in the future may rely uponeikemption from registration as an investment
company under the 1940 Act pursuant to Section(3Y(€}) of the 1940 Act, which is available for ¢igs "primarily engaged” in the business
of "purchasing or otherwise acquiring mortgages athér liens on and interests in real estate." €k&mnption generally requires that at least
55% of these subsidiaries' assets comprise qualifigal estate assets and at least 80% of eabkiofbrtfolios must comprise qualifying real
estate assets and real estate-related assetstned®40 Act. Specifically, we expect each of alyssdiaries relying on Section 3(c)(5)(C) to
invest at least 55% of its assets in mortgage lo@ersain mezzanine loans anchBtes and other interests in real estate that itotesgualifyinc
real estate assets in accordance with SEC stafaguoe, and approximately an additional 25% ofgiets in other types of mortgages,
securities of REITs and other real estate-relagsdta. We expect each of our subsidiaries relyin§extion 3(c)(5)(C) to rely on guidance
published by the SEC staff or on our analyses afance published with respect to other types oétase determine which assets are
qualifying real estate assets and real estateerblsets. The SEC has not published guidanceesipect to the treatment of CMBS for
purposes of the Section 3(c)(5)(C) exemption. Basedur analysis of published guidance with respecther types of assets, we consider the
controlling class of CMBS to be a qualifying reatae asset under certain conditions. The SEC mtheifuture take a view different than or
contrary to our analysis with respect to CMBS oy ather types of assets we have determined to akfyjug real estate assets. To the extent
that the SEC staff publishes new or different gnaawith respect to these matters, we may be redjtir adjust our strategy accordingly. In
addition, we may be limited in our ability to magertain investments and these limitations couldltés the subsidiary holding assets we
might wish to sell or selling assets we might wtistnold.

The staff of the SEC, according to puigid guidance, takes the view that certain mezzdoares and B-notes are qualifying real estate
assets. Thus, we intend to treat certain mezzdoames and B-notes as qualifying real estate assets.
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We may invest in CMBS. CMBS are secusitiacked by pools of loans secured by first og &dten, junior mortgages. The pool of
mortgages generally is administered by a trusteeaster servicer and a special servicer. Althowgth elays an important role in administet
the pool of mortgages, the trustee and the masteicer generally exercise ministerial functionfiereas the duties of the special servicer
include, among other things, monitoring the mortgkgans in the CMBS pool, evaluating defaulted gege loans with a view toward
developing a plan to maximize the recovery on daahs, foreclosing upon or working out defaultedtgage loans and recommending and
implementing a plan that details whether and hogetg and negotiating the sale of, distressed gaget loans and properties acquired through
foreclosure or otherwise working out such loanse Tost subordinated class of a CMBS issuanceti®ifiirst loss position and is referred to
as the "controlling class" because the holdermgority of that class has the right to hire antioge the special servicer and to provide
instructions to the special servicer with respedht foreclosure/workout of defaulted mortgagentodn addition, if the special servicer for ¢
reason does not follow the instructions of the bolaf a majority of the controlling class with regpto the foreclosure or workout of a
defaulted mortgage loan, the majority holder ofrscless has the unilateral right to acquire thetgame out of the pool and foreclose upon the
mortgage itself.

On the date of issuance, the controltilags of a CMBS issuance generally is the "NR"nmt tated" class. After issuance, however,
should the outstanding principal balance of thedi®s erode by more than 75% of its initial faceant, the rights originally exercised by the
NR class, as the controlling class, are automé#it@nsferred to the holder of a majority of thexbmore senior class, and this process rej
with each class all the way up the capital strietlihis self-executing mechanism is intended taenthat the class of CMBS that is then most
"at risk" for losses has the control and discretienessary to protect its interest, including thbts of foreclosure on the underlying mortga

To the extent that we acquire subordiuhatasses of CMBS, in order to ensure that welvélhble to exercise the rights of the control
class, we generally would acquire 100% of the NRnB BB classes of a CMBS issuance. In fact, theBl&d BB classes often are sold as a
"block transaction” because of the extensive dligetice that must be conducted in order for thelpaser of these classes of CMBS to
evaluate the risks and to model the profitabilityn investment in such classes of CMBS. In sudegave view our investment in the
subordinated classes of a CMBS issuance as a segjlestate investment, even though for ratingnegeeasons, the subordinated classes of a
CMBS issuance may be divided into multiple clasteaddition, even though the subordinated CMBS maglivided into multiple classes, all
of the subordinated classes are typically paidsdme coupon based on the weighted average coupbe ohderlying mortgage loans. Thus,
the only material difference in the non-investmgrratde classes is the level of subordination.

The SEC has not published guidance veisipect to the treatment of CMBS for purposes ofSiletion 3(c)(5)(C) exemption. Based
solely on our analysis of published guidance wétpiect to other types of assets, we consider theotiing class of CMBS to be a qualifying
real estate asset where we acquire 100% of theatiimy class of a CMBS issuance, because it hastility to cause foreclosure of the
mortgages underlying the CMBS issuance. In additidren we acquire 100% of the controlling clasa @&MBS issuance and 100% of
sequentially contiguous non-investment grade ctasséhe same CMBS issuance, we believe we havsatime legal and economic experience
as if we had purchased the pool of mortgages wyidgrthe CMBS and partially capitalized such pusghay issuing the investment grade
classes of CMBS. Consequently, in addition to th&tmlling class, we consider each non-investmeadg class that we acquire that is senior
to the controlling class to be a qualifying reabés asset, provided that (a) we acquire 100% df siclass and 100% of the respective
controlling class, (b) each such class is sequntiantiguous with the controlling class, and €gch such class is entitled to exercise all rights
of the initial controlling class, including foredore rights, if it becomes the controlling class: E&xample, if we acquire 100% of the NR class
of a CMBS issuance and 100% of the B and BB clagkttee CMBS issuance, we will treat each suchscéssa qualifying
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real estate asset. If we transfer part or all gfsuch class, we will no longer treat that clasaror class senior to that class as a qualifyinb rea
estate asset.

Some CMBS pools in which we may invesildanclude loans secured by mortgages with resppewhich the special servicer, and
consequently, we do not have the unilateral righHbteclose. We refer to these loans as "real@s&dated notes.” With respect to real estate-
related notes, the special servicer exercises rofthe rights and duties described above, includiogitoring the real estate-related notes,
evaluating defaulted real estate-related notes avittew toward developing a plan to maximize theneon such notes, discussing such plans
with other loan participants and, if collectivelgraed, monitoring and exercising such foreclosigtets on behalf of the CMBS pool.

The SEC's staff has expressed no vietw adether the controlling class and sequentiadiytiguous classes of a CMBS pool that
contains some real estate-related notes are qualifgal estate assets or real estate-relatedsaffsee acquire the controlling class and
sequentially contiguous classes of a CMBS pooleastibed above and the CMBS pool contains somesgtale-related notes, we believe our
investment is the functional equivalent of direatn@rship of the mortgages and the real estateeckladtes underlying the CMBS issuance,
because we believe we have the same legal andm@éoeaperience as if we had purchased the mortgageéshe real estate-related notes and
partially capitalized such purchase by issuingitivestment grade classes of CMBS.

In the absence of SEC guidance with retsjoeCMBS pools that contain some real estataedlaotes, we treat a portion of our
investment in such pools as qualifying real estatets only when the real estate-related notesréssrgde minimis portion of the entire pool.
Accordingly, when we acquire the controlling classl sequentially contiguous classes of a CMBS owhich the outstanding principal
balance of real estate-related notes is 15% omletfse outstanding principal balance of the entivel, we treat the mortgages over which we
have the unilateral right to foreclose in the CMB®I as qualifying real estate assets and theestate-related notes in the pool as real estate-
related assets. To reflect this treatment, we a@t® our investment in such a CMBS pool and treat @qsalifying real estate asset only that
portion of our investment in the CMBS pool equattte value of our investment multiplied by a fraatithe numerator of which is the
outstanding principal balance of the mortgagesén@MBS pool over which we have the unilateral righforeclose and the denominator of
which is the outstanding principal balance of &liltee mortgages in the CMBS pool, including thed essdate-related notes. If we acquire the
controlling class and sequentially contiguous @ass# a CMBS pool in which the outstanding printipsance of real estate-related notes is
more than 15% of the outstanding principal balasfdde entire pool, we treat our entire investniarguch a pool as a real estate-related asset.

The SEC recently solicited public commemta wide range of issues relating to Section(3)J¢}) of the 1940 Act, including the nature
of the assets that qualify for purposes of the extem and whether mortgage REITs should be regdii@@ manner similar to investment
companies. There can be no assurance that theatzwsegulations governing the 1940 Act status dffREncluding the Division of
Investment Management of the SEC providing moreifipeor different guidance regarding these exeonj will not change in a manner that
adversely affects our operations. If we or our glibges fail to maintain an exception or exemptimm the 1940 Act, we could, among other
things, be required either to (a) change the maimehich we conduct our operations to avoid bewaguired to register as an investment
company, (b) effect sales of our assets in a mathagror at a time when, we would not otherwisease to do so, or (c) register as an
investment company, any of which could negativélga the value of our common stock, the sustalitglwf our business model, and our
ability to make distributions which could have averse effect on our business and the market fwioeur shares of common stock.

Although we intend to monitor our portéoperiodically and prior to each investment orajion or acquisition, there can be no assur:
that we will be able to maintain this exemptiomfreegistration for these subsidiaries.
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Certain of our subsidiaries may rely ba éxemption provided by Section 3(c)(6) to theeekthat they hold mortgage assets through
majority-owned subsidiaries that rely on Sectiot)&)(C). The SEC has issued little interpretivédgnce with respect to Section 3(c)(6) and
any guidance published by the staff could requeréouadjust our strategy accordingly.

We determine whether an entity is onewfmajority-owned subsidiaries. The 1940 Act dedim majority-owned subsidiary of a person
as a company 50% or more of the outstanding vataogirities of which are owned by such person, armther company which is a majority-
owned subsidiary of such person. The 1940 Act &urttefines voting securities as any security prthsentitling the owner or holder thereof
vote for the election of directors of a company. téat companies in which we own at least a majarfithe outstanding voting securities as
majority-owned subsidiaries for purposes of the 48%t. We have not requested the SEC to approveatment of any company as a
majority-owned subsidiary and the SEC has not dnéf the SEC were to disagree with our treatnoémine or more companies as majority-
owned subsidiaries, we would need to adjust oatesly and our assets in order to continue to [es4@% test. Any such adjustment in our
strategy could have a material adverse effect on us

To the extent that the SEC staff providese specific guidance regarding any of the matbearing upon the exceptions we and our
subsidiaries rely on from the 1940 Act, we maydxguired to adjust our strategy accordingly. Anyitioldal guidance from the SEC staff co
provide additional flexibility to us, or it couldifther inhibit our ability to pursue the strategies have chosen.

Competition

Our net income will depend, in part, am ability to originate or acquire assets at fattegaspreads over our borrowing costs. In
originating or acquiring our target investments,witt compete with other REITS, specialty finanampanies, savings and loan associations,
banks, mortgage bankers, insurance companies, hiuhgs, institutional investors, investment barmkfirms, financial institutions,
governmental bodies and other entities. See "Managés Discussion and Analysis of Financial Conditand Results of Operations —
Factors Impacting Our Operating Results — Markenditions.” In addition, there are numerous REITthwimilar asset origination and
acquisition objectives and others may be organiz¢lde future. These other REITs will increase cetitpn for the available supply of
mortgage assets suitable for purchase and origmatlany of our anticipated competitors are sigaifitly larger than we are and have
considerably greater financial, technical, marlgtind other resources than we do. Some compaetitayshave a lower cost of funds and
access to funding sources that are not availahls,tsuch as the U.S. Government. Many of our ctitopgare not subject to the operating
constraints associated with REIT tax complianceaintenance of an exemption from the 1940 Act.dditéon, some of our competitors may
have higher risk tolerances or different risk assents, which could allow them to consider a widgrety of investments and establish more
relationships than us. Current market conditiong atract more competitors, which may increasectimapetition for sources of financing. An
increase in the competition for sources of fundingld adversely affect the availability and cosfinéncing, and thereby adversely affect the
market price of our common stock. See "Managem8igsussion and Analysis of Financial Condition &webults of Operations — Factors
Impacting Our Operating Results — Market Conditibns

In the face of this competition, we expechave access to our Manager's and Ares Manag&npeofessionals and their industry
expertise, which may provide us with a competiideantage and help us assess investment risksederinine appropriate pricing for certain
potential investments. We expect that these relakips will enable us to compete more effectivelydttractive investment opportunities. In
addition, we believe that current market conditiorey have adversely affected the financial conditbcertain competitors. Thus, not having
a legacy portfolio may also enable us to competeereffectively for attractive investment opportigst However, we may not be able to
achieve our business goals or expectations dueetodmpetitive risks that we face. For addition&bimation concerning these competitive
risks, see "Risk Factors — Risks Related to Ouestwments — We operate in a competitive
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market for investment opportunities and competitizay limit our ability to originate or acquire destile investments in our target investments
and could also affect the pricing of these seasiti

Staffing

We will be externally managed by our Mgeapursuant to the management agreement betwedtamager and us. Our executive
officers also serve as officers of our Manager.ddeot expect to have any employees. See "Our Mareagl the Management Agreement —
Management Agreement."

Legal Proceedings
Neither we nor our Manager is currentlpject to any legal proceedings that we or our Manaonsider to be material.
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OUR MANAGER AND THE MANAGEMENT AGREEMENT
General

We will be externally managed and advisgadur Manager. Our Manager is an investment advisat is in the process of registering
with the SEC under the Investment Advisers Act@4(, or the Advisers Act. Each of our officers isexecutive of Ares Management. The
executive offices of our Manager are located at Nooth LaSalle Street, Suite 925, Chicago, IL 606031 the telephone number of our
Manager's executive offices is (312) 324-5900.

Principal Executive Officer and Principal Accounting Officer of Our Manager

The following table sets forth certaifioirmation with respect to the principal executiioer and principal accounting officer of our
Manager.

Position Held
with Our
Officer Age Manager
Antony P. Ressle 5C Presiden
Chief Financial
Richard S. Davi 52 Officer

Set forth below is biographical infornwatifor the principal executive officer of our Mamaginformation pertaining to Mr. Davis may
found in the section entitled "Our Directors andceExtive Officers."

Antony P. Ressleserves as President of our Manager. Mr. Ressiowaded Ares Management LLC in 1997, a globalratidve asset
manager with a focus on investments, includingraged loans, high yield bonds, distressed dehtafimezzanine debt and private equity,
managed through a variety of funds and investmehicles with offices in Los Angeles, New York, Cigo, Dallas, London, Paris, Frankfurt,
Stockholm and Shanghai. Mr. Ressler also co-fourgmllo Management, L.P in 1990, a publicly tradedestment firm based in New York.
Prior to 1990, Mr. Ressler served as a Senior Riesident in the High Yield Bond Department of BxleBurnham Lambert Incorporated, w
responsibility for the New Issue/Syndicate Desk. Ressler serves on several boards of directohsdimg Ares Capital Corporation, Air Lee
Corp as well as several private companies ownedmtrolled by Ares investment funds. In the notgoofit sector, Mr. Ressler serves as a
member of the Executive Committee of the Board rofstees of the Cedars-Sinai Medical Center, asnem&hair and member of the
Executive Committee of the Los Angeles County Mused Art, a board member of Campbell Hall Episcopehool in Studio City, CA and
Founder and Co-Chairman of the Alliance for Colk&gady Public Schools, a high performing group artty charter high schools and mic
schools based in Los Angeles. Mr. Ressler is atgoad the founding members of the board and Fin&iwsr of the Painted Turtle Camp, a
southern California based organization (affiliatgth Paul Newman's Hole in the Wall Association)iethwas created to serve children dee
with chronic and life threatening illnesses by tirepmemorable, old-fashioned camping experienigesRessler received his B.S.F.S. from
Georgetown University's School of Foreign Serviod eeceived his M.B.A from Columbia University'sg@uate School of Business.

Underwriting Committee of Our Manager

The Underwriting Committee will provideet first level of review in the investment processtting investment opportunities presente
it by our Manager's senior investment professignals
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before referring those that it approves to the stment Committee for further review. Our Managet have an Underwriting Committee that
initially will be composed as follows:

Name Position

Bruce R. Cohen (Chairman) President and Chief
Operating Officer; Senior
Partner in the Ares
Commercial Real Estate
Group

John B. Bartling Chief Executive Officer;
Senior Partner in the Ares
Private Debt Grou

Henry J. Bieber Managing Director of the
Ares Commercial Real
Estate Grouj

J. Jason Choulochas Managing Director of the
Ares Commercial Real
Estate Grouj

David J. Friedman Managing Director of the
Ares Commercial Real
Estate Grou

Vivian Gu Managing Director of the
Ares Commercial Real
Estate Grou

Thomas A. Jaekel Managing Director of the
Ares Commercial Real
Estate Grou

Timothy B. Smith Vice President; Secretary;
General Counsel,
Managing Director of the
Ares Commercial Real
Estate Grou

Investment Committee of Our Manager

Our Manager will have an Investment Cottemrithat will provide a second level of reviewvtlie investment process, vetting investment
opportunities presented to it by the Underwritingn@nittee. Its duties also will include reviewingranvestment portfolio and its compliance
with our investment guidelines described aboveasti on a quarterly basis or more frequently asssery. The Investment Committee, which
includes CRE professionals, adds cross-disciplistngngth by also seating non-real estate profeali®f Ares Management, and will initially
be composed as follows:

Name Position

John B. Bartling (Chairmar Chief Executive Officer
Senior Partner in the Ares
Private Debt Grou

Michael J. Arougheti Non-Executive Chairman
of the Board of Directors;
Senior Partner of the Ares
Private Debt Grou

Bruce R. Cohen President and Chief

Operating Officer; Senior
Partner in the Ares
Commercial Real Esta



Richard S. Davis

Thomas A. Jaekel

Michael L. Smith

David Sachs

Group

Chief Financial Officer;
Chief Operating Officer
of Ares Managemer

Managing Director of the
Ares Commercial Real
Estate Grouj

Senior Partner of the Ares
Private Debt Grou

Senior Advisor of the
Ares Capital Markets
Group
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Set forth below is biographical infornwatifor the members of our Manager's Underwritingn@attee and Investment Committee.
Information pertaining to Messrs. Arougheti, CohBayis and Smith may be found in the section exttitManagement — Our Directors and
Executive Officers."

Henry J. Biebejoined Ares Management in August 2011 and servesManaging Director of the Ares Commercial RedatesGroup
overseeing portfolio management. He also servesioManager's Underwriting Committee, and may ftome to time serve as an officer,
director or principal of entities affiliated withrAs Management or of investment funds managed bg Management and its affiliates. Prior to
joining Ares Management, Mr. Bieber served as Marma®irector, Portfolio Management, for Wrightwo@apital LLC, where he we
responsible for all aspects of the portfolio anskasnanagement in Wrightwood Capital LLC's debt @ity portfolios. Prior to joining
Wrightwood Capital LLC, from 1995 to March 2006, NBieber was a Senior Vice President at GMAC ConzmméMortgage. Prior to GMAC
Mr. Bieber served as Vice President and BusinesgbBpment Officer focusing on origination activitgth the Industrial Bank of Japan.

Mr. Bieber's professional experience also includespitality consulting for Pannell Kerr Forster dratel development. Mr. Bieber received a
B.S. in Hotel, Restaurant and Institutional Managetrirom Michigan State University and earned a fr@n Loyola Law School in Los
Angeles.

J. Jason Choulochgsined Ares Management in August 2011 and servesManaging Director of the Ares Commercial RedhEes
Group overseeing origination. He also serves orMaurager's Underwriting Committee, and may frometitm time serve as an officer, director
or principal of entities affiliated with Ares Managent or of investment funds managed by Ares Mamageand its affiliates. Mr. Choulochas
joined Wrightwood Capital LLC's predecessor in 1898 most recently served as Managing Directoestments, for Wrightwood Capit
LLC, where since January 2008 he was responsiblinéoorigination and structuring of senior debd anbordinate capital investments
throughout the United States. Mr. Choulochas oatgid investments in the Midwest and Western rediong/rightwood Capital LLC prior to
becoming a Managing Director, Investments. Pridt385, Mr. Choulochas was with American NationahB& Trust Company of Chicago.
Mr. Choulochas frequently moderates and particgpatepanels at industry functions, including evéntsted by the Urban Land Institute, L.A.
Mortgage Association, Western States Division efMortgage Banking Association and various ReakShad other industry conferences.
Mr. Choulochas received his undergraduate degréedmomics and Management from Beloit College itoBeWisconsin.

David J. Friedmarjoined Ares Management in August 2011 and servesManaging Director of the Ares Commercial Reahtes
Group. He also serves on our Manager's Underwriogmmittee, and may from time to time serve asfficen, director or principal of entities
affiliated with Ares Management or of investmentds managed by Ares Management and its affilidesn 2006 to 2011, Mr. Friedman
served as Managing Director, Fund Management ofjitiniood Capital LLC and was Fund Manager of theghtivood Capital High Yield
Partners Il fund. From 2001 to 2005, Mr. Friedmarved as Senior Managing Director of Sterling Resthte Partners, the real estate arm of
the private equity firm, Sterling Partners. Priothat, Mr. Friedman was a Managing Director anddtitive Vice President of Heller Financi
During his tenure at Heller Financial, he led tbenpany in the following areas: Capital Markets, IeleReal Estate's Marketing, Strategy and
Development Group, Credit Tenant Property Groumitaé Region Manager, Charitable Contributions Cattaa. He also served on the firm's
Asset Liability Management Committee. Mr. Friedntetds a B.S. from the University of Wisconsin-Maudis

Vivian Gujoined Ares Management in August 2011 and servesManaging Director of the Ares Commercial ReahfsGroup. She
also serves on our Manager's Underwriting Commatedas the Head of CRE Capital Markets, and n@ay fime to time serve as an officer,
director or principal of entities affiliated withrAs Management or of investment funds managed bg Management and its affiliates. From
August 2010 to August 2011, Ms. Gu was the fourasher Principal of 3V Capital & Advisory, an investmedvisory and management firm
focused on fixed income, real estate and othemative investments. From January 2009 to Augu$02®is. Gu served as a Head of
Structured
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Products Group at BSB Capital, a wholly owned ddibsy of Beal Bank, where she was responsible fakimg investments in CMBS and
other structured products. From 1998 to 2007, Msh@ld various positions with ORIX Capital MarkdttC, the most recent of which was
President and CEO. In that role, Ms. Gu was resptenfor developing and implementing investmenatggies, portfolio management, capital
markets and strategic corporate development. MgeGeived a B.A. in English from Nanjing Universiépd an M.B.A. from Baylor
University's Hankamer School of Business.

Thomas A. Jaek@ined Ares Management in August 2011 and serv@sManaging Director of the Ares Commercial RedhEsGrou
overseeing investments. He also serves on our Maisddnderwriting Committee and Investment Comrajtend may from time to time serve
as an officer, director or principal of entitiesileited with Ares Management or of investment fandanaged by Ares Management and its
affiliates. From January 2008 to August 2011, MekEl served as Senior Managing Director and Ghiefstment Officer of Wrightwood
Capital LLC, where he was responsible for the impdatation and execution of Wrightwood Capital LLiD\sestment strategies and for
managing its investor clients. He joined Wrightwddabpital LLC's predecessor in 1996, playing a noldefining the investment strategies and
overseeing the Credit, Underwriting, Portfolio Mgaament and Capital Markets Groups. Prior to joinidghtwood Capital LLC, Mr. Jaekel
was President of Heller Financial's Commercial Riesgaite Group responsible for a $2.2 billion natimte portfolio of both debt and equity
investments. Mr. Jaekel spent the initial yearkisfcareer as a practicing Certified Public Accaahtith Grant Thornton in Chicago.

Mr. Jaekel is a member of the Urban Land Institutd received his undergraduate degree from thedsity of lllinois at Champaign-Urbana,
graduating with honors.

David Sachsgs a Senior Advisor in the Ares Capital Markets @roHe also serves on our Manager's Investment GiegnMr. Sachs
serves as an Investment Committee member on adl Misnagement funds, and may from time to time sasvan officer, director or principal
of entities affiliated with Ares Management or n¥éstment funds managed by Ares Management aaffiltates. From 1994 to 1997,

Mr. Sachs was a principal of Onyx Partners, Inecggdizing in merchant banking and related capéaing activities in the private equity and
mezzanine debt markets. From 1990 to 1994, Mr. Saels employed by Taylor & Co., an investment managoviding investment advisory
and consulting services to members of the BassliFafiort Worth, Texas. From 1984 to 1990, Mr. Baavas with Columbia Savings and
Loan Association, most recently as Executive ViceskRlent, responsible for all asset liability magragnt as well as running the Investment
Management Department. Mr. Sachs serves on thelBddvirectors of Terex Corporation. Mr. Sachs ssren the McCormick Advisory
Council at Northwestern University. Mr. Sachs gratgid from Northwestern University with a B.S. inlistrial Engineering and Management
Science.

Michael L. Smithoined Ares Management in May 2004 and servesSenéor Partner of the Ares Private Debt Group. lde serves on
our Manager's Investment Committee. He is a membtre Investment Committee of Ares Capital Manageth.LC, the Ares Private Debt
Group Investment Committee, which oversees an tmest team that originates, manages and monitdigease portfolio of middle-market
loans, and other debt and equity instruments, aafnom time to time serve as an officer, direaoprincipal of entities affiliated with Ares
Management or of investment funds managed by Arasdgement and its affiliates. Prior to joining Akanagement, Mr. Smith was a
Partner at RBC Capital Partners, a division of R&gmnk of Canada, which led the firm's middle-marfkeancing and principal investment
business. Mr. Smith joined RBC in October 2001 flochosuez Capital, where he was a Vice PresidetitarMerchant Banking Group.
Previously, Mr. Smith worked at Kenter, GlastrisC@mpany, and at Salomon Brothers Inc., in theirt@zdpital Markets Group and Financial
Institutions Group. Mr. Smith received a B.S. insBiess Administratiomgum laude from the University of Notre Dame and a Masters i
Management from Northwestern University's Kellogg@uate School of Management.
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Management Agreement

Upon completion of this offering, we wélhter into a management agreement with our Maragsuant to which it will provide for the
day-to-day management of our operations. The manegeagreement will require our Manager to managebasiness affairs in conformity
with the investment guidelines and policies thatagpproved and monitored by our board of directors. Manager's role as Manager will be
under the supervision and direction of our boardidctors.

Management Service

Our Manager will be responsible for (2@ selection, the origination or purchase and #ite, ®f our portfolio investments, (b) our
financing activities and (c) providing us with irstment advisory services. Our Manager will be resfie for our day-to-day operations and
will perform (or will cause to be performed) suansdces and activities relating to our assets gretations as may be appropriate, which may
include, without limitation, the following:

(i) serving as our consultant witkpect to the periodic review of the investment gliiees and other parameters for our
investments, financing activities and operatiomy, modification to which will be approved by a métyp of our independent directors;

(i) investigating, analyzing and s#leg possible investment opportunities and origiimgg acquiring, financing, retaining,
selling, restructuring or disposing of investmesdasistent with the investment guidelines;

(i) with respect to prospective puaskes, sales or exchanges of investments, conduggtiations on our behalf with sellers,
purchasers and brokers and, if applicable, thepeetive agents and representatives;

(iv) negotiating and entering into, @ behalf, repurchase agreements, interest rap agreements and other agreements and
instruments required for us to conduct our business

(v) engaging and supervising, onloelmalf and at our expense, independent contrattatprovide investment banking,
securities brokerage, mortgage brokerage and &tiarcial services, due diligence services, undiéingrreview services, legal and
accounting services, and all other services (irinyittansfer agent and registrar services) as magtuired relating to our operations
or investments (or potential investments);

(vi) coordinating and managing openasiof any joint venture or co-investment interdskl by us and conducting all matters
with the joint venture or co-investment partners;

(vii) providing executive and adminigive personnel, office space and office servicesired in rendering services to us;

(viii) administering the day-to-day opiwas and performing and supervising the perforreasfcsuch other administrative
functions necessary to our management as may bedgpon by our Manager and our board of direchoct)ding, without limitation,
the collection of revenues and the payment of eltsland obligations and maintenance of appropc@tgputer services to perform
such administrative functions;

(ix) communicating on our behalf wittetholders of any of our equity or debt securiéigsequired to satisfy the reporting and
other requirements of any governmental bodies eneigs or trading markets and to maintain effeat@lations with such holders;

(X) counseling us in connection withlicy decisions to be made by our board of dinex;to

(xi) evaluating and recommending to board of directors hedging strategies and engagihgdging activities on our behalf,
consistent with such strategies as so modified fiom to time, with our qualification as a REIT andh our investment guidelines;
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(xii) counseling us regarding the mairgtece of our qualification as a REIT and monitorwegnpliance with the various REIT
qualification tests and other rules set out in@loele and Treasury Regulations thereunder and esimgnercially reasonable efforts to
cause us to qualify for taxation as a REIT;

(xiii) counseling us regarding the mairgace of our exemption from the status of an imaest company required to register
under the 1940 Act, monitoring compliance with teguirements for maintaining such exemption andgisommercially reasonable
efforts to cause us to maintain such exemption fsaoh status;

(xiv) furnishing reports and statistieald economic research to us regarding our actvéiel services performed for us by our
Manager;

(xv) monitoring the operating performarof our investments and providing periodic reparith respect thereto to the board of
directors, including comparative information wittspect to such operating performance and budgetedjected operating results;

(xvi) investing and reinvesting any moseyd securities of ours (including investing iorsfterm investments pending
investment in other investments, payment of feestscand expenses, or payments of dividends aitdigons to our stockholders and
partners) and advising us as to our capital straecad capital raising;

(xvii) causing us to retain qualified aootants and legal counsel, as applicable, to assiveloping appropriate accounting
procedures and systems, internal controls and ctimapliance procedures and testing systems witlertgo financial reporting
obligations and compliance with the provisionshe Code applicable to REITs and, if applicable, $R#$id to conduct quarterly
compliance reviews with respect thereto;

(xviii) assisting us in qualifying to do $iness in all applicable jurisdictions and to obtand maintain all appropriate licenses;

(xix) assisting us in complying with adigulatory requirements applicable to us in respeour business activities, including
preparing or causing to be prepared all finandatlesents required under applicable regulationscantractual undertakings and all
reports and documents, if any, required under tteh&nge Act or the Securities Act, or by the NYSE;

(xx) assisting us in taking all necegsection to enable us to make required tax filingd reports, including soliciting
stockholders for required information to the extetuired by the provisions of the Code applicablREITs;

(xxi) placing, or arranging for the ptacent of, all orders pursuant to our Manager'sstment determinations for us either
directly with the issuer or with a broker or dedliecluding any affiliated broker or dealer);

(xxii) handling and resolving all claindisputes or controversies (including all litigati@mbitration, settlement or other
proceedings or negotiations) in which we may belwed or to which we may be subject arising oubwf day-to-day operations (other
than with our Manager or its affiliates), subjexstich limitations or parameters as may be impé&sed time to time by the board of
directors;

(xxiii) using commercially reasonable effoto cause expenses incurred by us or on our ftehiadé commercially reasonable or
commercially customary and within any budgeted peters or expense guidelines set by the boardectdirs from time to time;

(xxiv) advising us with respect to andustaring long-term financing vehicles for our polih of assets, and offering and selling
securities publicly or privately in connection wahy such structured financing;
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(xxv) forming an Investment Committee;
(xxvi) forming an Underwriting Committee;

(xxvii) serving as our consultant with respt decisions regarding any of our financinggldieg activities or borrowings
undertaken by us, including (A) assisting us, imedeping criteria for debt and equity financing ttiespecifically tailored to our
investment objectives, and (B) advising us witlpezs to obtaining appropriate financing for ouréstments;

(xxviii) providing us with portfolio managemg

(xxix) arranging marketing materials, adiging, industry group activities (such as confee participations and industry
organization memberships) and other promotionalreffdesigned to promote our business;

(xxx) performing such other services ag/rhe required from time to time for managementa@her activities relating to our
assets and business as our board of directorsrehathnably request or our Manager shall deem pppte under the particular
circumstances; and

(xxxi) using commercially reasonable effdio cause us to comply with all applicable laws.
Liability and Indemnification

Pursuant to the management agreemenManager will not assume any responsibility otliantto render the services called for
thereunder. It will not be responsible for any actof our board of directors in following or dedéfig to follow its advice or recommendations.
Our Manager maintains a contractual as opposeditiueiary relationship with us. Under the termglod management agreement, our
Manager, its officers, stockholders, members, margglirectors, personnel, any person controllingomtrolled by our Manager and any
person providing sub-advisory services to our Managll not be liable to us, any subsidiary of quoar directors, our stockholders or any
subsidiary's stockholders or partners for actswissions performed in accordance with and pursigatite management agreement, except
because of acts or omissions constituting bad, faiilful misconduct, gross negligence, or recklds&segard of their duties under the
management agreement, as determined by a finahppealable order of a court of competent jurisdictWe have agreed to indemnify our
Manager, its officers, stockholders, members, marsgglirectors, personnel, any person controllingomtrolled by our Manager and any
person providing sub-advisory services to our Managth respect to all expenses, losses, damagbgities, demands, charges and claims
arising from acts of our Manager not constitutiragl haith, willful misconduct, gross negligencereckless disregard of duties, performed in
good faith in accordance with and pursuant to theagement agreement. Our Manager has agreed tanifgteus, our directors and officers,
personnel, agents and any persons controlling mraed by us with respect to all expenses, losdasages, liabilities, demands, charges and
claims arising from acts or omissions of our Mamagmstituting bad faith, willful misconduct, grossgligence or reckless disregard of its
duties under the management agreement or any clgiraar Manager's personnel relating to the temusanditions of their employment by
our Manager. Our Manager will not be liable fordiggerrors that may result from ordinary negligemsceeh as errors in the investment decision
making process (such as a transaction that wastedfén violation of our investment guidelines)imthe trade process (such as a buy orde!
was entered instead of a sell order, or the wramghase or sale of security, or a transaction iithvh security was purchased or sold in an
amount or at a price other than the correct amouptice). Notwithstanding the foregoing, our Maeawill carry errors and omissions and
other customary insurance upon the completionisfdffering.

Management Tean

Pursuant to the terms of the managengreeaent, our Manager is required to provide ub witr management team, including a chief
executive officer and a president and chief opegatifficer,
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along with appropriate support personnel, to prexfte management services to be provided by oualyerto us. None of the officers or
employees of our Manager will be dedicated exckigito us. Members of our management team willdogiired to devote such time as is
necessary and appropriate commensurate with tleédéwour activity.

Our Manager is required to refrain frony action that, in its sole judgment made in gaaithf (a) is not in compliance with the
investment guidelines, (b) would adversely and nigtg affect our status as a REIT under the Codeur status as an entity intended to be
exempted or excluded from investment company statder the 1940 Act, or (c) would violate any lamle or regulation of any governmental
body or agency having jurisdiction over us or tlatld otherwise not be permitted by our chartelpydaws. If our Manager is ordered to take
any action by our board of directors, our Managdirpmomptly notify the board of directors if it isur Manager's judgment that such action
would adversely and materially affect such statug@ate any such law, rule or regulation or obacter or bylaws. Our Manager, its directors,
members, officers, stockholders, managers, persoem@loyees and any person controlling or corgtbly our Manager and any person
providing subadvisory services to our Manager will not be liafdlels, our board of directors, our stockholdesastrers or members, for any
or omission by our Manager, its directors, officete®ckholders or employees except as providedemtanagement agreement.

Term and Termination

The management agreement may be amemadaddified by agreement between us and our Mandder initial term of the management
agreement expires on the third anniversary of tmeptetion of this offering and will be automatigatenewed for a one-year term each
anniversary date thereafter unless previously teated as described below. Our independent direatifireeview our Manager's performance
and the management fees annually and, followingnitial term, the management agreement may beitated annually upon the affirmative
vote of at least two-thirds of our independent ctives, based upon (a) unsatisfactory performaraeishmaterially detrimental to us, or (b) our
determination that the management fees payablerttanager are not fair, subject to our Managéglstto prevent such termination due to
unfair fees by accepting a reduction of managerfemst agreed to by at least twrds of our independent directors. We must previ80 day:
prior notice of any such termination. Unless terénl for cause, our Manager will be paid a ternonafiee equal to three times the sum of the
average annual base management fee and incengiviifing the 24-month period immediately precedingh termination, calculated as of the
end of the most recently completed fiscal quarédoie the date of termination.

We may also terminate the managementatgat at any time, including during the initialnemwithout the payment of any termination
fee, with 30 days' prior written notice from ourabd of directors for cause, which is defined as:

. our Manager's continued breach of any materialipiow of the management agreement following a jgenifo30 days afte
written notice thereof (or 45 days after writtertio® of such breach if our Manager, under certatumstances, has taken steps
to cure such breach within 30 days of the writtetio);

. the occurrence of certain events with respectédoimkruptcy or insolvency of our Manager, inclgdém order for relief in a
involuntary bankruptcy case or our Manager autligior filing a voluntary bankruptcy petition;

. any change of control of our Manager which a mgjasf our independent directors determines is nitgrdetrimental to us;
. our Manager committing fraud against us, misappatipg or embezzling our funds, or acting grossgligent in the

performance of its duties under the managementaggat;provided, however, that if any of these actions is caused by an
employee of our Manager or one of its
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affiliates and our Manager takes all necessaryagpadopriate action against such person and cueedaimage caused by such
actions within 30 days of our Manager's knowledfjgsccommission, the management agreement shabenterminable; and

. the dissolution of our Manage
During the initial three-year term of tanagement agreement, we may not terminate thagearent agreement except for cause.

Our Manager may assign the agreemets ientirety or delegate certain of its duties unlermanagement agreement to any of its
affiliates without the approval of our independdinectors if such assignment or delegation doeseauptire our approval under the Advisers
Act.

Our Manager may terminate the managemgmtement if we become required to register asw@@stment company under the 1940 Act,
with such termination deemed to occur immediatelipke such event, in which case we would not baired to pay a termination fee. Our
Manager may decline to renew the management agredmeroviding us with 180 days' written notice which case we would not be
required to pay a termination fee. In additiony# default in the performance of any material tefrthe agreement and the default continues
for a period of 30 days after written notice to s, Manager may terminate the management agreampent60 days' written notice. If the
management agreement is terminated by our Manamger our breach, we would be required to pay ourddan the termination fee described
above.

We may not assign our rights or respdlisés under the management agreement withoupthee written consent of our Manager,
except in the case of assignment to another REBEh@T organization which is our successor, in Whiase such successor organization will be
bound under the management agreement and by the térsuch assignment in the same manner as warel under the management
agreement.

Management Fees, Incentive Fees and Expense Reirabarents

We do not expect to maintain an officalimectly employ personnel. Instead we will relythe facilities and resources of our Manager to
manage our day-to-day operations.

Base Management Fe

We will pay our Manager a base managerfgenin an amount equal to 1.5% of our stockhold=ysity, per annum, calculated and
payable quarterly in arrears. For purposes of tatitng the base management fee, our stockholdgugyemeans: (a) the sum of (i) the net
proceeds from all issuances of our equity secsritince inception (allocated on a pro rata basisdoh issuances during the fiscal quarter of
any such issuance), plus (ii) our retained earnatgee end of the most recently completed calegdarter (without taking into account any
non-cash equity compensation expense incurredrieror prior periods), less (b) any amount thatpay to repurchase our common stock
since inception. It also excludes (x) any unredligains and losses and other non-cash items thatitmpacted stockholders' equity as reported
in our financial statements prepared in accordavite GAAP, and (y) one-time events pursuant to ¢esnn GAAP, and certain non-cash
items not otherwise described above, in each désediscussions between our Manager and our intig# directors and approval by a
majority of our independent directors. As a resull; stockholders' equity, for purposes of caléntathe management fee, could be greater or
less than the amount of stockholders' equity shomvaur financial statements. Our Manager uses ribeepds from its management fee in part
to pay compensation to its officers and personrel, motwithstanding that certain of them also areafficers, receive no cash compensation
directly from us. The management fee is payablepeddent of the performance of our portfolio.

The management fee of our Manager sleatidbculated within 30 days after the end of eadrtgr and such calculation shall be
promptly delivered to us. We are obligated to gay/rmanagement
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fee in cash within five business days after dejierus of the written statement of our Managetirsggforth the computation of the
management fee for such quarter.

We expect the base management fee taidegour Manager in the first four quarters faling completion of this offering and the
concurrent issuance of shares of our common stockmnnection with the acquisition of the InitialrBfolio (including any partial quarter
immediately following thereof) to be approximat&ly million, assuming (i) the maximurmmileer of shares of common stock registered
are sold in this offering and shares of our common stock aregoently issued to Ares Investments as considerdtr
the Initial Portfolio acquisition and (ii) we do heffect any follow-on equity offerings during supériod.

Incentive Fee

We will pay our Manager an incentive ¥géh respect to each calendar quarter (or paretifehat the management agreement is in
effect) in arrears in cash. The incentive fee bd@lan amount, not less than zero, equal to therdifte between: (a) the product of (i) 20% and
(ii) the difference between (A) our Core Earnings defined below) for the previous 12-month pegnod (B) the product of (1) the weighted
average issue price per share of our common stoak af our public offerings of common stock mplied by the weighted average number of
shares of common stock outstanding (including a&syricted stock units, any restricted shares ofmomstock and other shares of common
stock underlying awards granted under our equitgnitive plan) in the previous 12-month period, )% and (b) the sum of any incentive
fees paid to our Manager with respect to the firste calendar quarters of such previous 12-moatiogh; provided, however, that no
incentive fee is payable with respect to any caemgiarter unless Core Earnings for the 12 mositéccompleted calendar quarters is gre
than zero.

Core Earnings is a non-GAAP measure amtkfined as GAAP net income (loss) excluding nashcequity compensation expense, the
incentive fee, depreciation and amortization (®dRtent that we foreclose on any properties upihgrlour target investments), any unrealized
gains, losses or other non-cash items recordedtimoome for the period, regardless of whetheh signs are included in other
comprehensive income or loss, or in net income.arheunt will be adjusted to exclude one-time eventsuant to changes in GAAP and
certain other non-cash charges after discussiamgeka our Manager and our independent directorsaaftad approval by a majority of our
independent directors.

For purposes of calculating the incenfee prior to the completion of a 12-month periotidwing this offering, Core Earnings will be
calculated on the basis of the number of daysttteamanagement agreement has been in effect omaralized basis.

Our Manager will compute each quartentallment of the incentive fee within 45 days afte end of the calendar quarter with respect
to which such installment is payable and prompéiner such calculation to our board of directdrise amount of the installment shown in the
calculation will be due and payable no later thandate which is five business days after the dfatielivery of such computation to our board
of directors.

Reimbursement of Expenst

We will reimburse our Manager for the empes described below. Expense reimbursements tdanager are made in cash on a
monthly basis following the end of each month. @&imbursement obligation is not subject to anyafdiimitation. Because our Manager's
personnel perform certain legal, accounting, dligetice tasks and other services that outside gs@feals or outside consultants otherwise
would perform, our Manager is paid or reimbursettiie documented cost of performing such tasks;igea that such costs and
reimbursements are in amounts which are no grédaerthose which would be payable to outside psidesis or consultants engaged to
perform such services pursuant to agreements a¢gotbn an arm's-length basis.

101




Table of Contents

We also pay all operating expenses, ext@se specifically required to be borne by ouniiger under the management agreement. The
expenses required to be paid by us include, butatrémited to:

. expenses in connection with the issuance and ttdoeacosts incident to the origination, acquisitidisposition and financing
our investments;

. costs of legal, tax, accounting, consulting, aaditind other similar services rendered for us byiders retained by our
Manager or, if provided by our Manager's personinedmounts which are no greater than those whichldvbe payable to
outside professionals or consultants engaged fonpessuch services pursuant to agreements negbtist@n arm'sength basis

. the compensation and expenses of our directorshendost of liability insurance to indemnify ouretitors and officers

. costs associated with the establishment and maintenof any of our secured funding facilities, offreancing arrangements,
other indebtedness of ours (including commitmeasfaccounting fees, legal fees, closing and aiingfar costs) or any of our
securities offerings;

. expenses connected with communications to holdessrosecurities or of our subsidiaries and otremskikeeping and clerical
work necessary in maintaining relations with hosdef such securities and in complying with the cardus reporting and other
requirements of governmental bodies or agenciefjding, without limitation, all costs of prepariagd filing required reports
with the SEC, the costs payable by us to any tesirsgfent and registrar in connection with therdgsnd/or trading of our stock
on any exchange, the fees payable by us to anyestgttange in connection with its listing, costeparing, printing and
mailing our annual report to our stockholders arakp materials with respect to any meeting of dockholders;

. costs associated with any computer software onenel electronic equipment or purchased informatéahnology services
from third-party vendors that is used for us;

. expenses incurred by managers, officers, pers@miehgents of our Manager for travel on our bednadf other ot-of-pocket
expenses incurred by managers, officers, pers@miehgents of our Manager in connection with thelpase, financing,
refinancing, sale or other disposition of an inwemtt or establishment and maintenance of any ofecuritizations or any of
our securities offerings;

. costs and expenses incurred with respect to marketnation systems and publications, researchipatibns and materials, a
settlement, clearing and custodial fees and exgense

. compensation and expenses of our custodian ansferaamgent, if any

. the costs of maintaining compliance with all fediestate and local rules and regulations or angmotbgulatory agency;

. all taxes and license fees;

. all insurance costs incurred in connection withdperation of our business except for the costibatable to the insurance tr

our Manager elects to carry for itself and its parel;
. costs and expenses incurred in contracting witld gharties;
. all other costs and expenses relating to our besiaad investment operations, including, withauitktion, the costs ar

expenses of originating, acquiring, owning, prategstmaintaining, developing and disposing of irtweents, including apprais
reporting, audit and legal fees;
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. expenses relating to any office(s) or office faig8, including, but not limited to, disaster bagkecovery sites and facilities,
maintained for us or our investments separate fraoffice or offices of our Manager;

. expenses connected with the payments of interidiethds or distributions in cash or any other fauthorized or caused to be
made by the board of directors to or on accouttodders of our securities or of our subsidiaries|uding, without limitation, in
connection with any dividend reinvestment plan;

. any judgment or settlement of pending or threatgmwedeedings (whether civil, criminal or otherwisgjainst us or any
subsidiary, or against any trustee, director, gartmember or officer of us or of any subsidiaryis capacity as such for which
we or any subsidiary is required to indemnify streistee, director, partner, member or officer by @ourt or governmental
agency; and

. all other expenses actually incurred by our Mandegecept as described below) which are reasonaddgssary for the
performance by our Manager of its duties and femstiunder the management agreement.

We will not reimburse our Manager for Haaries and other compensation of its persoemekpt for the allocable share of the salaries
and other compensation of our (a) Chief Financificér, based on the percentage of his time sperihe Company's affairs and (b) other
corporate finance, tax, accounting, internal audgal, risk management, operations, compliancectimel non-investment professional
personnel of our Manager or its affiliates who spah or a portion of their time managing our afédbased on the percentage of their time
spent on the Company's affairs. In addition, we ipayequired to pay our pro rata portion of regiggghone, utilities, office furniture,
equipment, machinery and other office, internal amerhead expenses of our Manager and its affilis#quired for our operations.

Grants of Equity Compensation to Our Manager's Directors, Officers, and Employees

are eligiblerexeive grants of equity-based awards under ot Fjuity Incentive Plan. Upon completion of this
offering, our board of directors will approve aitiad grant of restrictebares of our common stock, restricted stock units,
and/or other equity-based awards to our which, together witletimitial grants of restricted shares of commormlsto
restricted stock units, and/or other equity-basedrds to be granted to our independent directaiscawer an aggregate amount of up
to % of the issued and outstanding sharesitocommon stock on a fully diluted basis aftetirgg effect to the shares sold in this offering,
including shares sold pursuant to the underwritetstcise of their overallotment option. Theseaah@hwards, together with restricted shares of
our common stock, restricted stock units and/oeo#quity-based awards that may be granted inutiueef to our , will coveen
aggregate of up to % of the issued andtandéng shares of our common stock on a fully didubasis after giving effect to (i) the shares
sold in this offering, including shares sold pursuta the underwriters' exercise of their overatlent option, and (ii) the shares to be issued to
Ares Investments in connection with the acquisitibthe Initial Portfolio. See "Management — 201duity Incentive Plan."

Conflicts of Interest

We do not expect to have any employedsaanrely completely on our Manager to provide uthwvestment advisory services. Our
chief executive officer, our president and chie¢igting officer and other officers also serve dgefs of our Manager. We did not receive an
independent appraisal of the Initial Portfolio and management agreement with our Manager andgraement to acquire the Initial Portfo
were each negotiated between related parties.érhestof such agreements, including consideratiess,fexpense reimbursements and other
amounts payable to our Manager and Ares
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Investments, may not be as favorable to us a®jf lad been negotiated at arm's length betweefiliatafl third parties.

Certain of our officers and directorsg dhe officers and other personnel of our Managisg serve or may serve as officers, directors or
partners of Ares Management, as well as Ares Managesponsored investment vehicles, including niiséed potential pooled investment
vehicles or managed accounts not yet establishieether managed or sponsored by Ares Managemefiltstes or our Manager. Accordingl
the ability of our Manager and its officers and éogpes to engage in other business activities radyae the time our Manager spends
managing our business. In addition, officers argopersonnel of our Manager may have obligatiorisvestors in those entities, the
fulfilment of which might not be in the best inésts of us or our stockholders.

Our Manager and Ares Management havesdgtet for so long as our Manager is managingeither Ares Management nor any of its
affiliates will sponsor or manage any other U.Sljmly traded REIT that invests primarily in thensa asset classes as us. Ares Management
and its affiliates may sponsor or manage anoth8r plublicly traded REIT that invests generallyaalrestate assets but not primarily in our
target investments.

Other than as set forth in this paragragither Ares Management nor any of its affiliaiesluding our Manager) currently manages any
other investment vehicle that primarily focusesooin target investments and none of them have amgmtplans to do so, but they may in the
future sponsor or manage other funds or investwhnitles (other than U.S. publicly traded REITSttimvest in our target investments. Our
Manager manages certain funds, real estate asgbss @DO that were previously managed by Wrightwddzhe of the Wrightwood vehicles
will be making any further investments except foe Wrightwood high yield fund, a $243 million fufmtused primarily on mezzanine and
preferred equity investments in commercial reatestwhose investment period is scheduled to expir@ecember 31, 2011. None of Ares
Management, our Manager or any of their affilig@ber than certain members of the Ares CommeRxégall Estate Group, who own equity
and/or profits interests in Wrightwood) own any iggupartnership, profits, or other similar intetes1 Wrightwood or any of its investment
vehicles.

Ares Management has an investment allmtablicy in place that is intended to enableaistiare equitably with any other investment
vehicles that are managed by Ares Management.Hargk investment opportunities will be allocatakihg into consideration various factors,
including, among others, the relevant investmehiacles' available capital, diversification, thaivestment objectives or strategies, their risk
profiles and their existing or prior positions im i@suer/security, as well as potential conflidtnterest, the nature of the opportunity and
market conditions. Until December 31, 2011, certinctured capital/distressed debt real estatesinvents must first be offered to the
Wrightwood high yield fund. The investment allocatipolicy may be amended by our Manager and Aresagement at any time without our
consent.

In addition to the fees payable to oumisiger under the management agreement, our Managéisaffiliates may benefit from other
fees paid to it in respect of our investments. &@mple, if we seek to securitize our CRE loangsAvlanagement and/or our Manager, may
act as collateral manager. In any of these or athpacities, Ares Management and/or our Managerrewmgive market-based fees for their
roles, but only if approved by a majority of oud@pendent directors.

In addition, under our management agrexnifein the future we invest in, acquire or sadksets to any joint ventures with Ares
Management or its affiliates or if we co-investhyipurchase assets from, sell assets to or arfarageing from any such transactions, it will
require the approval of a majority of our indepertddéirectors. To the extent we co-invest with otimestment vehicles that are managed by
Ares Management, we will not be responsible fosfether than as set forth in our management agmemeept our proportionate share of
fees charged by the managers of such other invastreaicles if approved by a majority of our indegdent directors.
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We do not have a policy that expressbhits our directors, officers, security holdersaffiliates from engaging for their own account
in business activities of the types conducted byHasvever, our code of business conduct and etluingins a conflicts of interest policy that
prohibits our directors and executive officerspadl as employees of our Manager or Ares Managenmvaotprovide services to us, from
engaging in any transaction that involves an acataaflict of interest with us without the approwdla majority of our independent directors.

In addition, Ares Investments may sedl ihares it receives in connection with our actjaisiof the Initial Portfolio at any time

following the expiration of its applicable lock-period. To the extent Ares Investments sells sofhtleese shares, our Manager's interests may
be less aligned with our interests.
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MANAGEMENT
Our Directors and Executive Officers

Currently Mr. Bartling is our only direet Upon completion of the offering, our board ofdtors is expected to be comprised of seven
members, three of which will be Messrs. Arough@tirtling and Rosen. Messrs. Arougheti and Bartiingalso executives of Ares
Management. Our directors will be divided into skas serving staggered terms and will each be dlézteerve a term of three years and ur
successor is duly elected and qualifies. We expacboard of directors to determine that each effttur independent directors listed in the
table below satisfies the listing standards foepehdence of the NYSE. Our bylaws provide that pritya of the entire board of directors may
at any time increase or decrease the number aftdie However, unless our bylaws are amendedyuh#er of directors may never be less
than nor more than

The following sets forth certain infornmat with respect to our directors, director nomimeaad executive officers:

Name Age Position To Be Held with Us

Michael J. Arougheti 38 Non-Executive Chairman of the Board of
Directors (Class  Directo

John B. Bartling, Jr 54 Chief Executive Officer and Direct:
(Class Director

Bruce R. Cohe 50 President and Chief Operating Offic

Richard S. Davi 52 Chief Financial Officel

Daniel F. Nguyet 39 Treasure|

Timothy B. Smith 54 Vice President, Secretary and General Cot

Michael D. Weine 58 Vice Presiden

Robert L. Rosel 64 Director (Class Directo

Independent Director* (Class  Direct
Independent Director* (Class  Direct:
Independent Director* (Class Direct:
Independent Director* (Class  Direct:

* We expect our board of directors to determine thiatdirector is independent for purposes of theSEYtorporate
governance listing requiremen

Set forth below is biographical infornwatifor our proposed directors and executive officer
Interested Directors

Michael J. Aroughetwill be a Class  Director and the non-executikairman of our board of directors. He also seprethe
Investment Committee of our Manager. He has seagdéresident of Ares Capital Corporation since @94 and as a director since 2009.
Mr. Arougheti joined Ares Management in May 2004 &a founding member and Senior Partner of Aras&dgement, where he serves as a
member of the Executive Committee of Ares PartiMasagement Company LLC, which indirectly controles Management. Mr. Arougheti
also serves as a member of the Investment Comnoittdees Capital Management LLC, the investmentiseivof Ares Capital Corporation
and a wholly owned subsidiary of Ares Managemeng enember of the Ares Private Debt Investment Citteenand the Investment
Committee of Ares Capital Europe, Ares Manageméntt®pean Private Debt business, and may from tintiene serve as an officer, director
or principal of entities affiliated with Ares Managent or of investment funds managed by Ares Mamagéand its affiliates. From 2001 to
2004, Mr. Arougheti was employed by Royal Bank ah@da, where he was a Managing Partner of theipairfeinance Group of RBC Capi
Partners and a member of the firm's Mezzanine tnvast Committee. At RBC Capital Partners, Mr. Arbetj oversaw an investment team
that
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originated, managed and monitored a diverse pastiflmiddle-market leveraged loans, senior andojusubordinated debt, preferred equity
and common stock and warrants on behalf of RBCadimeélr third-party institutional investors. Mr. Argleeti joined Royal Bank of Canada in
October 2001 from Indosuez Capital, where he wasreipal and an Investment Committee member, mresipte for originating, structuring
and executing leveraged transactions across a baoge of products and asset classes. Prior tmgindosuez in 1994, Mr. Arougheti work
at Kidder, Peabody & Co., where he was a memb#reofirm's Mergers and Acquisitions Group. Mr. Agbieti also serves on the boards of
directors of Investor Group Services, Riverspads,Ax not-for-profit arts organization and Openatitope, a not-for-profit organization
focused on expanding economic opportunity in ureteesd communities through economic education angbaarment. Mr. Arougheti
received a B.A. in Ethics, Politics and Economasn laude, from Yale University. Mr. Arougheti'spdle of experience in investment
management, leveraged finance and financial sexgoes the board of directors valuable industryesfir knowledge and expertise on these
and other matters.

John B. Bartling, Jrwill be a Class  Director and our chief execaitbfficer. He also serves as a Senior PartnereoAtes Commercii
Real Estate Group, chairs our Manager's Invest@entmittee, and serves on our Manager's Underwriognmittee. Mr. Bartling is Global
Head of Real Estate for Ares Management, and nuay fime to time serve as an officer, director angipal of entities affiliated with Ares
Management or of investment funds managed by Arasdgement and its affiliates. From May 2007 to &aper 2010, he was Managing
Partner and Chief Investment Officer of AllBridgevestments, a portfolio company of Ares Capitalgooation. AllBridge sponsored four real
estate investment funds, three of which Mr. Bagtiaw through to disposition, and one corporatestment, Helix Financial, a CRE due
diligence and analytics firm with operations iniBndvhich AllBridge sold to BlackRock Solutions2910. Prior to AllBridge, Mr. Bartling
founded WMC Management Company, a privately heddl estate operating company with over 3,000 emg@synd clients including Olymg
Real Estate Partners, Arnold Palmer Golf ManagenmerAPGM, Walden, and Hyphen Solutions. Mr. Badltook Walden private as CEO in
2000, and sold it in March 2006 to a subsidiaripabai Investment Group. Mr. Bartling oversaw thke dater that year of WMC Management
Company, the operator of APGM and third party actiog services, to Walton Street Capital, LLC. FrDecember 1995 to October 1999,
Mr. Bartling served as the CEO and President foffduel, f/k/a Cardinal Realty, a publicly traded|lfuntegrated multifamily REIT. Lexford
merged with Equity Residential Properties Trust®99. Before Lexford, Mr. Bartling served as Dimradf the Real Estate Products Group of
Credit Suisse First Boston. Prior to CSFB, Mr. Bagtserved as an Executive Vice President of Naidtporated. Mr. Bartling's previous
professional experience also includes Trammell CResidential, as a Development Principal, and MeBank, N.A. as a Vice President of
Commercial Mortgage Banking Group. Mr. Bartling lsasved on the Board of Directors of APGM, the @tdh's Hospital Research for Ohio
State University, the Harvard Joint Center for HogsStudies: Leadership Forum on Pension Fund anad®&ment Investments in Domestic
Emerging Markets, Big Brothers and Big Sisters Agation of Columbus, Ohio and the NMHC Board ofditors. Additionally, he has served
on the Executive Council and as Chairman of thaée Committee for the National Multi Housing Courteurrently, Mr. Bartling is a
member of Real Estate Round Table and on the Bafdbitectors of Texas Real Estate Council. Mr. Bagtwon the BBB Business Integrity
Award for Lexford, Inc in 1996 and was a judge Ewnst & Young Entrepreneur of the Year. He wascirdounder of Caring Partners for
Kids, awarded the 2004 Community Service Award hylt¥amily Executive, and served on the StratedanRing Committee of Saint Miche
and All Angels Episcopal Church in Dallas. Mr. Biag received a B.S. in Marketing from Robert Mer@ollege in Pittsburgh, Pennsylvania.
Mr. Bartling's depth of experience in the origioati acquisition, management and disposition of estdte-related assets gives the board of
directors valuable industry-specific knowledge amgertise on these and other matters.

Robert L. Rosewill be a Class  Director. Mr. Rosen is managiagtner of RLR Capital Partners, which investagpally in the
securities of publicly traded North American comiganFrom 1987 to present, Mr. Rosen has been GEQR Partners, LLC, a private
investment firm with interests
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in financial services, healthcare media and maliustry companies. He has served as a directored Bapital Corporation since 2004.

Mr. Rosen served from 2003 until 2005 as co-Maragiartner of Dolphin Domestic Fund I1. In 1998, Mosen founded National Financial
Partners ("NFP"), an independent distributor o&ficial services to high net worth individuals arnthl to medium-sized corporations. He
served as NFP's CEO from 1998 to 2000 and as afni@han until January 2002. From 1989 to 1993, Mrséh was Chairman and CEO of
Damon Corporation, a leading healthcare and laboraesting company that was ultimately sold to u&iagnostics. From 1983 to 1987,
Mr. Rosen was Vice Chairman of Maxxam Group. Ptacthat, Mr. Rosen spent twelve years at Shearsoarsan Express in positions in
research, investment banking and senior managearghfor two years was Assistant to Sanford Witi#, then Chairman and CEO of
Shearson. Mr. Rosen holds an M.B.A. in finance figlJ's Stern School. Mr. Rosen's 31 years of exqnee as a senior executive of finan
services, healthcare services and private equitgswvill bring broad financial industry and specifivestment management insight and
experience to the board of directors. In additidn, Rosen's expertise in finance, which servedhasbsis for his appointment as an Adjunct
Professor of Finance at Fordham University Grad8ateool of Business, will provide valuable knowledg the board of directors.

Executive Officers
In addition to Mr. Bartling, the followgnindividuals serve as our executive officers:

Bruce R. Coheis our president and chief operating officer. Haderves as a Senior Partner of the Ares Comrh&eé Estate Grou
is a member of our Manager's Investment Commitbekcaairs its Underwriting Committee, and may frisme to time serve as an officer,
director or principal of entities affiliated withrAs Management or of investment funds managed bg Management and its affiliates Prior to
joining Ares Management in August 2011, Mr. Coherved as Chairman of the Board and Chief Execuiifficer of Wrightwood Capita
LLC, which he founded in 2004, and where he overanfirm's investment activities, portfolio managmt, new product development, and
investor relations. Mr. Cohen is a member of thbadrLand Institute, the Pension Real Estate Assooiand the Real Estate Roundtable,
where he formerly served as the Co-Chair of thd Bstate Capital Policy Advisory Committee and Cludithe Research Committee. In
addition, Mr. Cohen is a member of The Economich@tiChicago, and serves on the Real Estate AdvBoard of the Kellogg School of
Management at Northwestern University. Mr. Cohes iben a guest lecturer at the University of Cloadagoth School of Business, Harvard
Business School, Kellogg School of Management anigtddsity of Wisconsin Graduate School of Businéts has also been publishedTine
Wall Street Journal Commercial Property Newsand theReal Estate Finance JournaMr. Cohen holds an M.B.A. from the University of
Chicago and a B.A. from Tufts University.

Richard S. Daviss our chief financial officer. He also serves am danager's Investment Committee. He joined Aresidgiement in
June 2006 and currently serves as Chief OperatffigeDof Ares Management, and may from time todigerve as an officer, director or
principal of entities affiliated with Ares Managemer of investment funds managed by Ares Managéiaah its affiliates. He has also served
as treasurer of Ares Capital Corporation since Bréssr 2010. From March 2007 to December 2010, Mri®served as the Chief Financial
Officer of Ares Capital Corporation. From Decemb@87 to May 2006, Mr. Davis was with Arden Realtg., a real estate investment trust,
serving as its Executive Vice President and Chiedficial Officer since July 2000. From 1996 to 199IF. Davis was with Catellus
Development Corporation, where he was responsiisladcounting and finance for the asset manageamehtievelopment divisions. From
1985 to 1996, Mr. Davis served as a member of toit ataff of both KPMG LLP and Price WaterhousePLIMr. Davis is a Certified Public
Accountant (Inactive). Mr. Davis received a B.SAiccounting from the University of Missouri at KassCity.

Daniel F. Nguyeris our treasurer. He joined Ares Management in Au@000 and currently serves as an Executive Viiesiéeent and
the Chief Financial Officer of Ares Management. Mguyen
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may also from time to time serve as an officeredior or principal of entities affiliated with Aréddanagement or of investment funds managed
by Ares Management and its affiliates. He has s#sged as a Vice President of Ares Capital Corpmratince December 2010. From March
2007 to December 2010, Mr. Nguyen served as TreasfiAres Capital Corporation and from August 28®March 2007, as Chief Financial
Officer of Ares Capital Corporation. From 1996 @0P, Mr. Nguyen was with Arthur Andersen LLP, wheewas in charge of conducting
business audits on numerous financial clients,opetig due diligence investigation of potential gens and acquisitions, and analyzing
changes in accounting guidelines for derivativeisAghur Andersen LLP, Mr. Nguyen also focused masury risk management and on
mortgage backed securities and other types oftstiert financing. Mr. Nguyen graduated with a BrSAccounting from the University of
Southern California's Leventhal School of Accougtamd received an M.B.A. in Global Business frorpgggdine University's Graziadio
School of Business and Management. Mr. Nguyensilsdied European Business at Oxford Universityas g the M.B.A. curriculum.

Mr. Nguyen is a Chartered Financial Analyst anceatified Public Accountant.

Timothy B. Smitlis our vice president, secretary and general cdursealso serves as a Managing Director of thesAfemmercial
Real Estate Group and serves on our Manager's Wniteg Committee. Mr. Smith joined Ares Managemangeptember 2010 in the Real
Estate Group and serves as Associate General Qafrsees Management, and may from time to timessexs an officer, director or principal
of entities affiliated with Ares Management or n¥éstment funds managed by Ares Management aaffiltates. Before joining Ares
Management, Mr. Smith served as Managing Direatdr@eneral Counsel for AllBridge Investments fraanuary 2009 to September 2010.
Prior to AllBridge, Mr. Smith was a Partner and @eat Counsel for Olympus Real Estate Partners floly 1996 to December 2008. From
June 1992 to December 1995, Mr. Smith served ag@e@ounsel and from January 1996 to June 19%@thed as Chief Operating Officer
for GE Capital Realty Group. Prior to GE Capitak,. mith served as Executive Vice President andddir of Legal Services of FGB Realty
Advisors from July 1990 to June 1992. Prior to F&B, Smith served as Regional Counsel for the BaRagion of the Federal Asset
Disposition Association from May 1986 to Decembh®889. Before FADA, Mr. Smith practiced real estate sax law with a law firm in Dalla
Texas. Mr. Smith received a B.B.A. in Accountingtwiighest honors and a J.D. with honors from theséfsity of Texas at Austin and an
L.L.M. in Taxation from Southern Methodist Univegsand is a Certified Public Accountant.

Michael D. Weineis our vice president. Mr. Weiner is Vice Presidé&neral Counsel and Chief Legal Officer of Areandgement,
and may from time to time serve as an officer,doeor principal of entities affiliated with Arédanagement or of investment funds managed
by Ares Management and its affiliates. He has s¢égwed as a Vice President of Ares Capital Corfmratince July 2011. From September
2006 to January 2010, Mr. Weiner served as Ge@arahsel of Ares Capital Corporation and from AgIL1 to July 2011 Mr. Weiner served
as the Chief Compliance Officer of Ares Capital @mation on an interim basis. Mr. Weiner joined $\Management in September 2006.
Previously, Mr. Weiner served as General Counsépmllo Management L.P. and had been an officghefcorporate general partner of
Apollo since 1992. Prior to joining Apollo, Mr. Wear was a partner in the law firm of Morgan, Le&i8ockius specializing in corporate and
alternative financing transactions, securities ¥mwvell as general partnership, corporate and aemyl matters. Mr. Weiner has served and
continues to serve on the boards of directors wérse public and private corporations. Mr. Weinksiosserves on the Board of Governors of the
Cedars Sinai Medical Center in Los Angeles. Mr. Méeigraduated with a B.S. in Business and Finaruee the University of California at
Berkeley and a J.D. from the University of Santar@l

Corporate Governance — Board of Directors and Comnttees

Our business is managed by our Managejest to the supervision and oversight of our Hasrdirectors. A majority of our board of
directors is "independent,” as determined by tlj@irements of
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the NYSE corporate governance listing requiremantksthe regulations of the SEC. Our directors kefpmed about our business by
attending meetings of our board of directors asd¢d@mmittees and through supplemental reports amununications. Our independent
directors meet regularly in executive sessionsauitithe presence of our corporate officers or malependent directors.

Upon completion of this offering, our bda@f directors will form an audit committee and@minating and governance committee and
adopt charters for each of these committees. Wenaflhave a compensation committee because ogugxe officers do not receive any
direct compensation from us. Each of the auditraoinating and governance committees will haveetidieectors and will be composed
exclusively of independent directors, as definedhgyNYSE corporate governance listing requirements

Audit Committee
The members of the audit committee wall b , each dfom is independent for purposes of the NYSE cotpora
governance listing requirements. will serve as chairperson of the audit cotteni

The audit committee is responsible fayaging our independent accountants, reviewing aithindependent accountants the plans and
results of the audit engagement, approving pradessiservices provided by our independent accotsytegviewing the independence of our
independent accountants and reviewing the adefamyr internal accounting controls. In additiome audit committee is responsible for
discussing with management the Company's majondiiafirisk exposures and the steps managemenakes to monitor and control such
exposures, including the Company's risk assessamehtisk management policies.

Our board of directors has determined tha is an "auchmmittee financial expert" within the meaningtioé rules
of the SEC.

Nominating and Governance Committe

The members of the nominating and govereaommittee are Messrs. , each of whom is independent for
purposes of the NYSE corporate governance lisgggirements. currentlyvesras chairman of the nominating and goverr
committee. Our board of directors has adopted gehfor the nominating and governance committdgctvis available on our website
at

The nominating and governance commitigesponsible for selecting, researching and namupdirectors for election by our
stockholders, selecting nominees to fill vacanoieshe board of directors or a committee of therth@d directors, developing and
recommending to the board of directors a set gpa@te governance principles and overseeing thie&ien of the board of directors and its
committees. In considering possible candidateglicetion as a director, the nominating and govereaommittee takes into account, in
addition to such other factors as it deems relevhatdesirability of selecting directors who:

. are of high character and integri

. are accomplished in their respective fields, withesior credentials and recognition;

. have relevant expertise and experience upon whitle able to offer advice and guidance to managemen
. have sufficient time available to devote to thamff of the Company

. are able to work with the other members of the t@drdirectors and contribute to the success oCompany;

110




Table of Contents

. can represent the long-term interests of the Cogipatockholders as a whole; and

. are selected such that the board of directors septe a range of backgrounds and experie

The nominating and governance committag aonsider recommendations for nomination of dinescfrom our stockholders.
Nominations made by stockholders must be deliveveat mailed (setting forth the information requifgy our bylaws) and received at «
principal executive offices not earlier than 15@slaor fewer than 120 days in advance of the dinstiversary of the date on which we first
mailed our proxy materials for the previous yeariaual meeting of stockholders; provided, howetiet if the date of the annual meeting has
changed by more than 30 days from the prior yeéarnbmination must be received not earlier tharL&@th day prior to the date of such
annual meeting nor later than the later of (1)1#@th day prior to the date of such annual meain@) the 10th day following the day on
which public announcement of such meeting datessrmade.

Compensation Committee

We do not have a compensation commitéeabise our executive officers do not receive argcticompensation from us. However, the
compensation payable to our Manager pursuant tomtreagement agreement is separately approved Iajaaity of our independent directors
in accordance with NYSE Rule 303A.05.

Compensation of Directors

Our independent directors receive an ahfae of $ . They also receive $  plus reimbursement of reasonable out-of-pock
expenses incurred in connection with attending émeltd meeting and receive $ plus reirsdment of reasonable out-of-pocket
expenses incurred in connection with attending eachmittee meeting. In addition, the chairpersothefaudit committee receives an
additional annual fee of $ , and edadirperson of any other committee receives an imddit annual fee of $ for his or her
additional services in these capacities. In addjtiee purchase directors' and officers' liabilitgurance on behalf of our directors and officers.

2011 Equity Incentive Plan

Prior to the completion of this offeringe will adopt the 2011 Equity Incentive Plan toyde incentive compensation to attract and
retain qualified directors, officers, advisors, soltants and other personnel, including , and of any joint vergaffiliates
of ours. Our 2011 Equity Incentive Plan will be adistered by a committee appointed by our boardiigctors. Our 2011 Equity Incentive
Plan will permit the granting of stock options,treged shares of common stock, restricted stogtspuphantom shares, dividend equivalent
rights and other equity-based awards. Prior tatimepletion of this offering, we will not have issuany equity-based compensation. Upon
completion of this offering, we will grant restréct shares of common stock and/or restricted stoitk to our .

Administration

The committee appointed by our boardiefadors to administer our 2011 Equity IncentivariPhas the authority to administer and
interpret the plan, to authorize the granting oledg, to determine who is eligible to receive amam@yto determine the number of shares of
common stock to be covered by each award (sulgebgtindividual participant limitations provided the plan), to determine the terms,
provisions and conditions of each award (which metybe inconsistent with the terms of the planpr@scribe the form of instruments
evidencing awards and to take any other actiongvaale all other determinations that it deems necgs® appropriate in connection with the
plan or the administration or interpretation thérém connection with this authority, the committ@ay, among other things, establish
performance goals that must be met in order fordsvep be granted or to vest, or for the restnttion any such awards to lapse. From and
after the completion of this offering, our
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2011 Equity Incentive Plan will be administeredebgommittee consisting of two or more non-emplagieectors, each of whom is intended to
be (i) to the extent required by Rule 16b-3 untierExchange Act, a non-employee director, (ii)ughstimes as we are subject to Section 162
(m) of the Internal Revenue Code and intend thantgrbe exempt from the restriction of Section &§2@an outside director for purposes of
Section 162(m) of the Internal Revenue Code, aidfi "independent director" as defined under ac303A.02 of the NYSE Listed
Company Manual or such other applicable stock exgbaules, or, if no committee exists, the boardiadctors. References below to the
committee include a reference to the board forahmeriods in which the board is acting.

Available Shares

Our 2011 Equity Incentive Plan providestt subject to adjustments for recapitalizatiomd @ther corporate transactions, no grant under
the plan may cause the total number of sharesrofian stock subject to all outstanding awards teesc % of the issued and outstanding
shares of our common stock (on a fully diluted §aSubject to the foregoing limit, if an optionather award or any portion thereof granted
under our 2011 Equity Incentive Plan expires amieates without having been exercised or paidhasése may be, the shares subject to suck
portion will again become available for the issuan€tadditional awards. No new award may be graatetér our 2011 Equity Incentive Plan
after the tenth anniversary of the earlier of thtedhat such plan was initially approved by (ij baard of directors or (ii) our stockholders. No
award may be granted under our 2011 Equity IncerRilan to any person who, assuming exercise opéthns and payment of all awards held
by such person would own or be deemed to own ninae 9.8% of the outstanding shares of our comnmrksEach will
receive up to shares ofrestricted common stock or restricted stock umita combination upon completion of this offeriig
addition, our will receive up to shaoéur restricted common stock or restricted stacits or a
combination under our 2011 Equity Incentive Planede initial awards, as a group and together \wittshares to be granted to
our , willheer an aggregate of up to % of the issuebautstanding shares of our common stock aftengiv
effect to the shares sold in this offering, inchglshares sold pursuant to the underwriters' eseerfi their overallotment option, and the
concurrent acquisition of our Initial Portfolio.

Awards Under the Plar

Stock Options. The terms of specific options shall be deteediby the committee. The exercise price of an aglmall be determined
by the committee and reflected in the applicablaravagreement, and may not be lower than 100%edfiaiih market value of our common
stock on the date of grant. Options will be exexiois at such times and subject to such terms asndigied by the committee. Options gener
will expire not later than ten years after the d#tgrant.

Restricted Shares of Common Stocl restricted stock award is an award of shafesommon stock that are subject to restrictions on
transferability and such other restrictions, if aay the committee may impose. Grants of restristedes of common stock will be subject to
vesting schedules as determined by the committee r@strictions may lapse separately or in comluinatt such times, under such
circumstances, including, without limitation, a sified period of employment or the satisfactiorpod-established performance criteria, in
installments or otherwise, as the committee magrdghe. Unless otherwise stated in the applicabigrd agreement, a participant granted
restricted shares of common stock has all of tijietsi of a stockholder, including, without limitaticthe right to vote and the right to receive
dividends on the shares.

Restricted Stock Units. Restricted stock units are bookkeeping entdash of which represents the equivalent of onesstiacommon
stock, and which may be settled in cash or shdregromon stock as the committee may designate awsard agreement or otherwise.
Restricted stock units shall be subject to vedhiaged on continued employment or service or thsfaetion of pre-established performance
criteria, or such other restrictions as the cormemighall determine.
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Phantom Shares. A phantom share represents a right to reci@ddir market value of a share of common stockif @rovided by the
committee, the right to receive the fair markeueabf a share of common stock in excess of a balse established by the committee at the
time of grant. Phantom shares shall be subjecesting based on continued employment or servitbeosatisfaction of pre-established
performance criteria, or such other restrictionthescommittee shall determine. Phantom sharesgeagrally be settled in cash or by transfer
of shares of common stock (as may be elected bgdheipant or the committee, or as may be pravioe the committee at grant).

Dividend Equivalents. A dividend equivalent is a right to receive (@ve credited) the equivalent value (in cash areshof common
stock) of dividends paid on shares of common stiibkrwise subject to an award. The committee mayige that amounts payable with
respect to dividend equivalents shall be convarttxicash or additional shares of common stock. ddmemittee will establish all other
limitations and conditions of awards of dividendieglents as it deems appropriate.

Other Share-Based AwardsOur 2011 Equity Incentive Plan authorizes trenting of other awards based upon shares of aurmem
stock (including the grant of securities convetibito shares of common stock and share appregigtjbts), subject to terms and conditions
established at the time of grant.

Change in Control

Upon a change in control (as defineduin2011 Equity Incentive Plan), the committee makensuch adjustments as it, in its discretion,
determines are necessary or appropriate in ligtiethange in control, but only if the committegedmines that the adjustments do not have a
substantial adverse economic impact on the paaigp(as determined at the time of the adjustments)

Other Changes

Our board of directors may amend, altespend or discontinue our 2011 Equity IncentiamPlut cannot take any action that would
impair the rights of a participant in existing gi@without such participant's consent. To the extecessary and desirable (including, as
required by law or any stock exchange rules), terd of directors must obtain approval of our stad#lers for any amendment that would:

. other than through adjustment as provided in odrlZ2Bquity Incentive Plan, increase the total nundfeshares of commc
stock available for issuance under our 2011 Eduitgntive Plan; or

. change the class of officers, directors, employeassultants and advisors eligible to participateur 2011 Equity Incentive
Plan.

The committee or our board of directoeyramend the terms of any award granted under@Lt Equity Incentive Plan, prospectively
or retroactively, but generally may not impair tights of any participant in existing grants withdis or her consent.

Code of Business Conduct and Ethics

Our board of directors has establishedde of business conduct and ethics that applieartofficers and directors and to our Manager's
officers and any personnel of Ares Management veueh individuals are acting for or on our behalin@dng other matters, our code of
business conduct and ethics is designed to detergdoing and to promote:

. honest and ethical conduct, including the ethieeddiing of actual or apparent conflicts of inteftestween personal and
professional relationships;

. full, fair, accurate, timely and understandableltisure in our SEC reports and other public comications;
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. compliance with applicable governmental laws, raed regulations;
. prompt internal reporting of violations of the cadeappropriate persons identified in the code;
. accountability for adherence to the code.

Any waiver of the code of business coidund ethics for our executive officers or direstoray be made only by our board of directors
or one of our board committees and will be prompisclosed as required by law or stock exchangela&gns.

Limitation of Liability and Indemnification

Maryland law permits a Maryland corpavatto include in its charter a provision limitirftetliability of its directors and officers to the
corporation and its stockholders for money damagespt for liability resulting from (a) actual régeof an improper benefit or profit in
money, property or services or (b) active and éedite dishonesty established by a final judgmebeasy material to the cause of action. Our
charter contains such a provision and limits thbility of our directors and officers to the maximextent permitted by Maryland law.

Our charter authorizes us, to the maxinextent permitted by Maryland law, to obligate @lves to indemnify and pay or reimburse
reasonable expenses in advance of final disposifienproceeding to (a) any present or former direor officer of the Company, or (b) any
individual who, while serving as our director oficér and at our request, serves or has servethancorporation, REIT, partnership, joint
venture, trust, employee benefit plan or any oémerprise as a director, officer, partner or gasif such corporation, REIT, partnership, joint
venture, trust, employee benefit plan or otherrnige, from and against any claim or liabilityvihich such person may become subject or
which such person may incur by reason of his orskerice in such capacity or capacities. Our bylabigate us, to the maximum extent
permitted by Maryland law, to indemnify and payreimburse reasonable expenses in advance of fisiabsition of a proceeding to (a) any
present or former director or officer of the Comparho is made or threatened to be made a partyetprtoceeding by reason of his service in
that capacity, or (b) any individual who, whileseag as our director or officer and at our requsstyes or has served another corporation,
REIT, partnership, joint venture, trust, employeadfit plan or any other enterprise as a diredifficer, partner or trustee of such corporation,
REIT, partnership, joint venture, trust, employeadfit plan or other enterprise, and who is madbdmatened to be made a party to the
proceeding by reason of his service in that capa@itir charter and bylaws also permit us to indéyrend advance expenses to any person
who served any predecessor of the Company in athyeofapacities described above and to any emplmyagent of the Company or of any
predecessor.

The MGCL requires us (unless our chasterides otherwise, which our charter does nothdemnify a director or officer who has be
successful, on the merits or otherwise, in thermdeof any proceeding to which he is made or tareat to be made a party by reason of his
service in that capacity. The MGCL permits a cogpion to indemnify its present and former directans officers, among others, against
judgments, penalties, fines, settlements and reddemrexpenses actually incurred by them in conoeatiith any proceeding to which they ir
be made or threatened to be made a party by reddbair service in those or other capacities wles established that (a) the act or omission
of the director or officer was material to the reatjiving rise to the proceeding and (i) was cortediin bad faith, or (ii) was the result of
active and deliberate dishonesty, (b) the direstafficer actually received an improper persoredfit in money, property or services, or
(c) in the case of any criminal proceeding, thector or officer had reasonable cause to belieakttie act or omission was unlawful. Howe
under the MGCL, a Maryland corporation may not imdéy a director or officer for an adverse judgmana suit by or in the right of the
corporation or for a judgment of liability on thadis that a personal benefit was improperly reckidecourt may order indemnification if it
determines that the director or officer is fairtydareasonably entitled to
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indemnification, even though the director or officéd not meet the prescribed standard of conduetas adjudged liable on the basis that
personal benefit was improperly received. Howewglemnification for an adverse judgment in a syiub or in our right, or for a judgment of
liability on the basis that personal benefit wapiiaperly received, is limited to expenses. In ddditthe MGCL permits a corporation to
advance reasonable expenses to a director or iofffgEn the corporation's receipt of (a) a writtéfirraation by the director or officer of his
good faith belief that he has met the standardotiact necessary for indemnification by the corpora and (b) a written undertaking by him
or on his behalf to repay the amount paid or reirséd by the corporation if it is ultimately detenmd that the appropriate standard of conduct
was not met.
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PRINCIPAL STOCKHOLDERS

Immediately prior to the completion oistioffering, there will be shares ofrooon stock outstanding and one stockholder of
record. At that time, we will have no other shasEsapital stock outstanding. The following tabétssforth certain information, prior to and
after this offering, regarding the ownership offeatass of our capital stock by:

. each of our directors and director nominees;

. each of our executive officer

. each holder of 5% or more of each class of ourtabgtiock; and

. all of our directors, director nominees and exegutifficers as a group.

In accordance with SEC rules, each ligiedon's beneficial ownership includes:

. all shares the investor actually owns beneficiallpf record;

. all shares over which the investor has or sharéegor dispositive control (such as in the capaag a general partner of
investment fund); and

. all shares the investor has the right to acquiteiwi60 days (such as restricted shares of comnuawk shat are currently vest
or which are scheduled to vest within 60 days).

Unless otherwise indicated, all sharesoavned directly, and the indicated person has\smiag and investment power. Except as
indicated in the footnotes to the table below,libeiness address of the stockholders listed beddtei address of our principal executive off
Two North LaSalle Street, Suite 925, Chicago, 16@2.

Percentage of Common Stock Outstandin

Immediately Prior to Immediately After
this Offering this Offering (1)
Name and Address Shares Ownec Percentage Shares Ownec Percentage
Ares Investments Holding LL
@ 10C 10(%

Michael J. Aroughet®) — _
John B. Bartling, J — _
Henry J. Biebe — —
J. Jason Chouloch: — _
Bruce R. Cohel — _
Richard S. Davit — _
Thomas A. Jaeke — _
Daniel F. Nguyet — —
Robert L. Rosel — _
Timothy B. Smith — —
Michael D. Weine — _

All directors, director nomine
and executive officers as a
group ( persons — —

* Represents less than 1% of the shares of commok stistanding upon the completion of this offering

(1)  Assumes issuance of shares offeeeeby, shares of common stockeidsa Ares Investments in
connection with the acquisition of our Initial Molio and shares of restricted camnrstock to be granted unt
our 2011 Equity Incentive Plan. Does not reflect shares of common stock reservedsfawance upon exercise of
the underwriters' overallotment option in full.

(2)  Ares Investments Holding LLC, or Ares InvestmemiBpse indirect parent is Ares Partners Managementpgany LLC,
or Ares Partners Management, received 100 shamsr @fommon stock in connection with our initiap@alization on



September 13, 2011. Ares Partners Management iagedrby an executive committee that includes Mougjheti.
Mr. Arougheti disclaims beneficial ownership of giflares of our common stock owned by Ares Investisnemcept to th
extent of any indirect pecuniary interest ther
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Management Agreement

Prior to the completion of this offeringe will enter into a management agreement with\danager, pursuant to which our Manager
will provide the day-to-day management of our opiers. The management agreement requires our Mat@ageanage our business affairs in
conformity with the policies and the investmentdglines that may be approved and monitored by oarcof directors. The management
agreement has an initial three-year term and wiltdnewed for one-year terms thereafter unlessnated by either us or our Manager. Our
Manager is entitled to receive a termination feenflus under certain circumstances. We are alsgaiblil to reimburse certain expenses
incurred by our Manager. Our Manager is entitleceteive from us a base management fee and antiveége. See "Our Manager and the
Management Agreement — Management Agreement."

Our executive officers also serve asceff§ of our Manager. As a result, the managemestawgent between us and our Manager was
negotiated between related parties, and the téneisiding fees and other amounts payable, may ea@tsbfavorable to us as if it had been
negotiated with an unaffiliated third party. Seaif®anager and the Management Agreement — Confiichsterest" and "Risk Factors —
Risks Related to Our Relationship With Our Managemhere are various conflicts of interest in odatienship with our Manager and Ares
Management that could result in decisions thahaten the best interests of our stockholders."

Our management agreement is intendedoide us with access to our Manager's pipelinewadstment opportunities and its personnel
and its experience in capital markets, credit aig)y\debt structuring and risk and portfolio mamaget, as well as assistance with corporate
operations, legal and compliance functions and garece. However, our executive officers also saewvefficers of Ares Management.

Restricted Common Stock and Other Equity-Based Awals

Our 2011 Equity Incentive Plan provideatt subject to adjustments for recapitalizatioms @ther corporate transactions, no grant under
the plan may cause the total number of sharesrofraan stock subject to all outstanding awards teedc % of the issued and outstanding
shares of our common stock (on a fully diluted §aBach will receive up to shares of our restriatedhmon
stock or restricted stock units or a combinatioarupompletion of this offering. In addition, our will receive up
to shares of our restdotemmon stock or restricted stock units or a comtidon under our 2011 Equity Incentive Plan. These
initial awards, as a group and together with trere$ito be granted to our , Will cover an aggregate of up to % of the
issued and outstanding shares of our common sftekgiving effect to the shares sold in this offig; including shares sold pursuant to the
underwriters' exercise of their overallotment optiand the concurrent acquisition of our InitiattfRaio.

Purchases of Common Stock by Affiliates and Regisition Rights Agreement

Concurrently with the completion of tliffering, Ares Investments, an affiliate of Ares Mdgement, will acquire asis
of our common stock as consideration for the adtimisof our Initial Portfolio at a price per shaggual to the price per share in this offering.
We plan to invest the net proceeds of this offeiimngccordance with our investment objectives dedstrategies described in this prospectus.

In connection with the acquisition of daitial Portfolio, we will enter into a registrati rights agreement with regard to
the shares of common stedeived by Ares Investments as consideratiothiiacquisition of our Initial Portfolio occurring
simultaneously with the completion of
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this offering, which we refer to as the registradii@res. Pursuant to the registration rights ageegmwe will grant Ares Investments and its
direct and indirect transferees:

. unlimited demand registration rights to have trgsteable shares registered for resale;

. in certain circumstances, the right to "piggy-batti¢ registrable shares in registration statemeatmight file in connection
with any future public offering.

Notwithstanding the foregoing, any regigon will be subject to cutback provisions, anel will be permitted to suspend the use, from
time to time, of the prospectus that is part ofrégistration statement (and therefore suspend salger the registration statement) for certain
periods, referred to as "blackout periods."

Initial Portfolio Acquisition Agreement

We will enter into an agreement for tleguisition of our Initial Portfolio with ACRC Holdgs LLC and Ares Investments. Pursuant to
the agreement, Ares Investments, our affiliate thedsole member of ACRC Holdings LLC will receive aggregate
of sharesaf common stock having an aggregate assumed whhgproximately $ million (assuming a
initial public offering price of $ pshare) as consideration for our acquisition oflaitfal Portfolio from ACRC Holdings LLC.

In addition, in connection with the laitiPortfolio acquisition, we will assume (1) the Ngé-argo Facility, a $ million secdre
funding facility to be arranged by Wells Fargo BaNlational Association or an affiliate, to be usedoriginating qualifying senior commerc
mortgage loans and Netes; and (2) the Citibank Facility, a $ million secured funding facility to be arrandeyglan affiliate of Citibank
N.A. to be used for originating qualifying seni@nemercial mortgage loans an«-Notes.

"Ares" License Agreement

Upon completion of this offering, we wdlhter into a license agreement with Ares Managénpeinsuant to which it will grant us a non-
exclusive, royalty-free license to use the namee%ArUnder this agreement, we will have a righige this name for so long as Ares
Commercial Real Estate Management LLC remains camdder. This license agreement will remain in effecso long as the management
agreement with our Manager is in effect. Like thenagement agreement, the license agreement mageateominated by either party without
penalty upon 180 days' written notice to the other.

Indemnification and Limitation of Directors' and Of ficers' Liability

Maryland law permits a Maryland corpavatio include in its charter a provision limitirftetliability of its directors and officers to the
corporation and its stockholders for money damagespt for liability resulting from (a) actual régeof an improper benefit or profit in
money, property or services, or (b) active andogetite dishonesty established by a final judgmeieéng material to the cause of action. Our
charter contains such a provision that limits sligdhility to the maximum extent permitted by Mangthlaw.

The MGCL requires a corporation (unléscharter provides otherwise, which our chartessdwot) to indemnify a director or officer
who has been successful in the defense of any @dowgto which he or she is made or threatene@ tméde a party by reason of his or her
service in that capacity. The MGCL permits a cogtion to indemnify its present and former directans officers, among others, against
judgments, penalties, fines, settlements and reddemxpenses actually incurt
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by them in connection with any proceeding to whiedly may be made or threatened to be made a pargalson of their service in those or
other capacities unless it is established that:

. the act or omission of the director or officer waaterial to the matter giving rise to the procegdind (a) was committed in bad
faith, or (b) was the result of active and delibemishonesty;

. the director or officer actually received an impeopersonal benefit in money, property or servioe
. in the case of any criminal proceeding, the dineotoofficer had reasonable cause to believe tlaatt or omission was
unlawful.

However, under the MGCL, a Maryland cogtion may not indemnify a director or officer famn adverse judgment in a suit by or in the
right of the corporation or for a judgment of liilyi on the basis that personal benefit was impriyp@ceived. A court may order
indemnification if it determines that the directorofficer is fairly and reasonably entitled to é@mnification, even though the director or officer
did not meet the prescribed standard of conduetasradjudged liable on the basis that personalfibeves improperly received. However,
indemnification for an adverse judgment in a syiub or in our right, or for a judgment of liabylion the basis that personal benefit was
improperly received, is limited to expenses.

In addition, the MGCL permits a corpooatio advance reasonable expenses to a directdficer upon the corporation's receipt of:

. a written affirmation by the director or officer bis or her good faith belief that he or she hastheestandard of condu
necessary for indemnification by the corporatiam] a

. a written undertaking by the director or officerasr the director's or officer's behalf to repay d@ineount paid or reimbursed by
the corporation if it is ultimately determined titlé director or officer did not meet the standafrdonduct.

Our charter authorizes us to obligateselwes and our bylaws obligate us, to the maximytane permitted by Maryland law in effect
from time to time, to indemnify and, without regaog a preliminary determination of the ultimateig@iment to indemnification, pay or
reimburse reasonable expenses in advance of fisigbsition of a proceeding to:

. any present or former director or officer of thengany who is made or threatened to be made a fmatitye proceeding b
reason of his or her service in that capacity; or

. any individual who, while a director or officer thfe Company and at our request, serves or hasdsangher corporation, REI
partnership, joint venture, trust, employee bergéit or any other enterprise as a director, aoffipartner or trustee of such
corporation, REIT, partnership, joint venture, tr@nployee benefit plan or other enterprise and ishmade or threatened to be
made a party to the proceeding by reason of hiebservice in that capacity.

Our charter and bylaws also permit umtiemnify and advance expenses to any person whkieda predecessor of ours in any of the
capacities described above and to any employegent af the Company or a predecessor of the Company

Following completion of this offering, vmeay enter into indemnification agreements withheafcour directors and executive officers 1
would provide for indemnification to the maximumtent permitted by Maryland law.

Insofar as the foregoing provisions péimdemnification of directors, officers or persamntrolling us for liability arising under the
Securities Act, we have been informed that, indpimion of the SEC, this indemnification is agaipsblic policy as expressed in the Securities
Act and is therefore unenforceable.
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Related Party Transaction Policies

In order to avoid any actual or perceigedflicts of interest between our Manager, Ares\itgement, any of their affiliates or any
investment vehicle sponsored or managed by Aresalglement or any of its affiliates, which we refeatthe Ares Management parties, and
us, the approval of a majority of our independéreators will be required to approve (a) any pusshaf our assets by any of the Ares
Management parties, and (b) any purchase by usyoéssets of any of the Ares Management parties.

We expect that shortly after the comple®f this offering our board of directors will guta policy with respect to any proposed
investments by our directors or officers or theagfifs of our Manager, which we refer to as the cedgersons, in any of our target investment
classes. We expect this policy to provide thatpmoposed investment by a covered person for Hippwn account in any of our target
investment classes will be permitted if the capigjuired for the investment does not exceed thsopal investment limit. To the extent that a
proposed investment exceeds the personal investmentwe expect that our board of directors vaitily permit the covered person to make
the investment (a) upon the approval of the disgstied directors, or (b) if the proposed investnotimérwise complies with terms of any other
related party transaction policy our board of dives may adopt in the future.

We also expect our board of directoradopt a policy regarding the approval of any "edgberson transaction," which is any transau
or series of transactions in which we or any of sulssidiaries is or are to be a participant, thewarinvolved exceeds $120,000, and a "rel
person” (as defined under SEC rules) has a dirdotorect material interest. Under the policy gtated person would need to promptly disc
to our secretary any related person transactioreimdaterial facts about the transaction. Ouretacy would then assess and promptly
communicate that information to the Compensatiom@ittee of our board of directors. Based on itssideration of all of the relevant facts
and circumstances, this committee will decide wéetr not to approve such transaction and will galheapprove only those transactions that
do not create a conflict of interest. If we beccamare of an existing related person transactiontths.not been prapproved under this polic
the transaction will be referred to this committeljch will evaluate all options available, incladiratification, revision or termination of such
transaction. Our policy requires any director whayrbe interested in a related person transactioectase himself or herself from any
consideration of such related person transaction.
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DESCRIPTION OF CAPITAL STOCK
General

We were formed under the laws of theestdtMaryland. The rights of our stockholders avgagned by Maryland law as well as our
charter and bylaws. The following summary of thente of our capital stock is only a summary, and gbaould refer to the MGCL and our
charter and bylaws for a full description. The doling summary is qualified in its entirety by thetailed information contained in our charter
and bylaws. Copies of our charter and bylaws ded fas exhibits to the registration statement, loittv this prospectus is a part. See "Where
You Can Find More Information."

Our charter authorizes us to issue up to shares of common stockQ$@ar value per share, and shares of undesignated
preferred stock, $0.01 par value per share. Outehauthorizes our board of directors to amendcharter from time to time to increase or
decrease the aggregate number of authorized shiasesck or the number of shares of stock of aaglor series that we have authority to
issue without stockholder approval. Prior to thieihgs, shares of commtotk were issued and outstanding on a fully i
basis. After giving effect to shares issued in @ation with our Initial Portfolio acquisition antle underwritten offering described in this
prospectus and assuming no exercise of the undersgiroverallotment option, shares of common stock will be issued and
outstanding on a fully diluted basis. Under Margdaw, stockholders are not generally liable for debts or obligations.

Our charter also contains a provisiompting our board of directors, by resolution, tassify or reclassify any unissued common stock
or preferred stock into one or more classes oesday setting or changing the preferences, cororersi other rights, voting powers,
restrictions, limitations as to dividends or otdéstributions, qualifications, or terms or conditioof redemption of any new class or series of
stock, subject to certain restrictions, includihg express terms of any class or series of stotsdtaouling at the time. We believe that the pc
to classify or reclassify unissued shares of stoukthereafter issue the classified or reclassdfetes provides us with increased flexibility in
structuring possible future financings and acquisg and in meeting other needs that might arise.

Our charter and bylaws contain certaovigons that could make it more difficult to acgucontrol of the Company by means of a
tender offer, a proxy contest or otherwise. Thasipions are expected to discourage certain tppesercive takeover practices and
inadequate takeover bids and to encourage persekig to acquire control of the Company to negefiist with our board of directors. We
believe that these provisions increase the likelihtihat proposals initially will be on more attigetterms than would be the case in their
absence and facilitate negotiations that may résuthprovement of the terms of an initial offeattmight involve a premium price for our
common stock or otherwise be in the best interestipstockholders. See "Risk Factors — Risks Relad Our Organization and Structure.”

Common Stock

Subject to any preferential rights of atiger class or series of stock and to the pronssif our charter regarding the restrictions on the
ownership and transfer of stock, the holders of mam stock are entitled to such distributions as beguthorized from time to time by our
board of directors out of legally available fundslaleclared by us and, upon our liquidation, atéled to receive all assets available for
distribution to our stockholders. Holders of comnsbock generally will not have preemptive right$iiehh means that they will not have an
automatic option to purchase any new shares thagsue, or preference, conversion, exchange, girfkind or redemption rights. Holders of
common stock generally will have no appraisal isght

The holders of common stock vote toge#tsea single class on all matters. Holders of shafreommon stock are entitled to vote for the
election of directors. Directors may be removedrfraffice, only for cause, by the affirmative votestockholders entitled to cast not less than
662/3% of the votes
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entitled to be cast generally in the election oédiors. Vacancies on the board of directors regpftom death, resignation, removal or
otherwise and newly created directorships resuftiogn any increase in the number of directors mayilked only by a majority of the directc
then in office (although less than a quorum). Aagrsdirector elected to fill a vacancy will sereg the remainder of the full term of the
directorship in which such vacancy occurred and big or her successor is elected and qualifiesrit his or her earlier death, resignation or
removal.

Preferred Stock

Our charter authorizes our board of does; without stockholder approval, to designaté issue one or more classes or series of
preferred stock and to set or change the votingyesion or other rights, preferences, restrictidinstations as to dividends or other
distributions and qualifications or terms or coiudis of redemption of each class of shares sodssfiany preferred stock is offered, the terms
and conditions of such preferred stock, including eonvertible preferred stock, will be set fonthairticles supplementary and if such prefe
stock is offered pursuant to a registration statepuescribed in a registration statement regisgettie issuance of such preferred stock.
Because our board of directors has the power abksh the preferences and rights of each classris of preferred stock, it may afford the
holders of any series or class of preferred stoekepences, powers, and rights senior to the righte®lders of common stock or other prefel
stock. If we ever create and issue additional prefestock with a distribution preference over camnrstock or preferred stock, payment of
distribution preferences of new outstanding pref@istock would reduce the amount of funds availfdiléhe payment of distributions on the
common stock and junior preferred stock. Furtheldérs of preferred stock are normally entitleddoceive a preference payment if we
liquidate, dissolve, or wind up before any paymemhade to the common stockholders, likely redutimgamount common stockholders
would otherwise receive upon such an occurrencaddition, under certain circumstances, the isseiafi@dditional preferred stock may del
prevent, render more difficult or tend to discowdige following:

. a merger, tender offer, or proxy contest;
. the assumption of control by a holder of a largeblof our securities; ¢
. the removal of incumbent management.

Also, our board of directors, withoutckbolder approval, may issue additional prefertedlswith voting and conversion rights that
could adversely affect the holders of common strgreferred stock.

Meetings and Special Voting Requirements

Subject to our charter restrictions omerghip and transfer of our stock and except asattesrwise be specified in our charter,
including with respect to the vote by the commatktfor the election of directors, each holder ahenon stock is entitled at each meeting of
stockholders to one vote per share owned by sechkisbider on all matters submitted to a vote ofldholders. There is no cumulative voting
in the election of our board of directors, whichane that the holders of a majority of shares ofauistanding common stock can elect all the
directors then standing for election and the haaérthe remaining shares of common stock willlmetble to elect any directors.

Under Maryland law, a Maryland corporatgenerally cannot dissolve, amend its chartergmesell all or substantially all of its assets,
engage in a share exchange or engage in simitesactions outside the ordinary course of busingdess declared advisable by the board of
directors and approved by the affirmative voteto€kholders entitled to cast at least two-thirdshef votes entitled to be cast on the matter.
However, a Maryland corporation may provide incltisirter for approval of these matters by a lessaremtage, but not less than a majority of
all the votes entitled to be cast on
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the matter. Except for certain amendments of oarteh relating to the removal of directors andwthge required to amend certain provision:
the charter, our charter provides for a majorityevia these situations.

An annual meeting of our stockholderd bdl held each year beginning in 2012. Special imgef stockholders may be called upon the
request of a majority of our directors, the chainne&the board of directors, the president or thiefeexecutive officer and must be called by
our secretary to act on any matter that may prgpericonsidered at a meeting of stockholders upemvtitten request of stockholders entitled
to cast at least a majority of the votes entitletde cast on such matter at the meeting (subjebetstockholders' compliance with certain
procedures set forth in our bylaws). The presefictogkholders entitled to cast at least a majaftgll the votes entitled to be cast at such
meeting on any matter, either in person or by predll constitute a quorum.

One or more persons who together ard@mat least six months have been stockholdersadnd of at least five percent of the
outstanding shares of any class of our stock aitteghto receive a copy of our stockholder lisbapgequest in accordance with Maryland law.
The list provided by us will include each stocktesld name and address and the number of sharesl dyreach stockholder and will be made
available within 20 days of the receipt by us & thquest. Stockholders and their representathedsaso be given access to our bylaws, the
minutes of stockholder proceedings, our annua¢stahts of affairs and any voting trust agreementfil® at our principal office during usual

business hours. We have the right to request theqjueesting stockholder represent to us that sheufid records will not be used to pursue
commercial interests.

Restrictions on Ownership and Transfer
In order for us to qualify as a REIT, mest meet the following criteria regarding our &toalders' ownership of our shares:

. we cannot be "closely held" under Code Section 85@lat is, five or fewer individuals (as spegiaefined in the Code 1
include specified private foundations, employeedbiéplans and trusts and charitable trusts angestito certain constructive
ownership rules) may not own, directly or indirgctihore than 50% in value of our outstanding shdteg the last half of a
taxable year, other than our first REIT taxableryaad

. 100 or more persons must beneficially own our shdtging at least 335 days of a taxable year ofveveonths or during a
proportionate part of a shorter taxable year, othan our first REIT taxable year.

See "Material U.S. Federal Income Tax<laerations"” for further discussion of this topide may prohibit certain acquisitions and
transfers of shares so as to ensure our initiakcantinued qualification as a REIT under the Cddl@wever, there can be no assurance that this
prohibition will be effective. Because we believésiessential for us to qualify as a REIT, and;eogualified, to continue to qualify, among
other purposes, our charter provides (subject timiceexceptions) that no person may own, or bengdeketo own by virtue of the attribution
provisions of the Code, more than 9.8% in valuthefaggregate of our outstanding shares of stoakove than 9.8% (in value or number of
shares, whichever is more restrictive) of any ctasseries of our shares of our stock.

Our board of directors, in its sole d&tmn, may waive this ownership limit (prospectiver retroactively) if evidence satisfactory to our
directors, including certain representations andieatakings required by our charter, is presentatighch ownership will not then or in the
future jeopardize our status as a REIT. Also, thestrictions on transferability and ownership waitit apply if our directors determine that it is
no longer in our best interests to continue toifjuak a REIT or that compliance with such restoies is no longer required in order for us to
qualify as a REIT.
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In addition to prohibiting the transfarawnership of our stock that would result in amygon owning, directly or indirectly, shares of
stock in excess of the foregoing ownership limitasi, our charter prohibits the transfer or owngrsiiiour stock if such transfer or ownership
would:

. with respect to transfers only, result in our calpstock being beneficially owned by fewer than p@@sons, determined without
reference to any rules of attribution;

. result in our being "closely held" within the memgriof Code Section 856(h) (regardless of whetheotlinership interest is he
during the last half of a taxable year);

. result in our owning, directly or indirectly, mottgan 9.8% of the ownership interests in any tepasubtenant; or

. otherwise result in our disqualification as a RE

In the case of any attempted transferunfstock which, if effective, would result in alation of these limitations, then the number of
shares causing the violation (rounded up to thees¢avhole share) will be automatically transfertea trust for the exclusive benefit of one
more charitable beneficiaries (or, in the case wéasfer that would result in our stock being Bismedly owned by fewer than 100 persons, be
void), and the proposed transferee will not acqaing rights in the shares. To avoid confusion,étesares so transferred to a beneficial trust
will be referred to in this prospectus as "Excessusities.” Excess Securities will remain issued aatstanding shares and will be entitled to
the same rights and privileges as all other shafrdse same class or series. The trustee of thefio@l trust, as holder of the Excess Securities,
will be entitled to receive all distributions autteed by the board of directors on such securfiieshe benefit of the charitable beneficiary. (
charter further entitles the trustee of the beneficust to vote all Excess Securities. If a tfanso the trust would be ineffective for any reaso
to prevent a violation of any of the foregoing rigsions, the transfer resulting in such violatiwill be void from the time of such purported
transfer.

The trustee of the beneficial trust wélect a transferee to whom the Excess Securitigshm sold as long as such sale does not violate
the 9.8% ownership limit or the other restrictimmsownership and transfer. Upon sale of the Ex8essirities, the intended transferee (the
transferee of the Excess Securities whose ownevahifd have violated the 9.8% ownership limit o tither restrictions on ownership and
transfer) will receive from the trustee of the biémial trust the lesser of such sale proceedshemtice per share the intended transferee pa
the Excess Securities (or, in the case of a giftemise to the intended transferee, the price lp@resequal to the market value per share on the
date of the transfer to the intended transferdeg. tfustee may reduce the amount payable to teedetl transferee by the amount of dividends
and other distributions which have been paid taritended transferee and are owed by the interrdedferee to the trustee. The trustee of the
beneficial trust will distribute to the charitalideneficiary any amount the trustee receives in®xoéthe amount to be paid to the intended
transferee.

In addition, we have the right to purahasy Excess Securities at the lesser of (a) fbe per share paid in the transfer that created the
Excess Securities (or, in the case of a deviséfipitlge market price at the time of such devisgift) and (b) the market price on the date wi
our designee, exercise such right. We may redwcariount payable to the intended transferee bgrtieint of dividends and other
distributions which have been paid to the intenladsferee and are owed by the intended transferthe trustee. We will have the right to
purchase the Excess Securities until the trusteedld the shares. Upon a sale to us, the inteféisé charitable beneficiary in the shares sold
will terminate and the trustee will distribute thet proceeds of the sale to the intended transferee

Any person who (a) acquires or attemptsitends to acquire shares in violation of theefming ownership limitations, or (b) would hi
owned shares that resulted in a transfer to atelfdeitrust, is required to give us immediate writhotice or, in the case of a proposed or
intended transaction, 15 days' written notice.dthizases, such persons must provide to us suehioformation as we
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may request in order to determine the effect, yf, af such transfer on our status as a REIT. Thegoing restrictions will continue to apply
until our board of directors determines it is nnder in our best interest to continue to qualifadREIT.

The 9.8% ownership limit does not applytte underwriters in a public offering of shamksy person who owns more than 5% of the
outstanding shares during any taxable year wilidleed to deliver a statement or affidavit settmghf the name and address of such owner, the
number of shares beneficially owned, directly aliiactly, and a description of the manner in wigaleh shares are held. Each such persor
must provide us with such additional informationnssmay request in order to determine the effesush ownership on our status as a REIT
and to ensure compliance with the 9.8% ownershi.li

Stockholder Liability
The MGCL provides that our stockholders:

. are not liable personally or individually in any mmeer whatsoever for any debt, act, omission omaltibn incurred by us or our
board of directors; and

. are under no obligation to us or our creditors witkpect to their shares other than the obligatigray to us the full amount of
the consideration for which their shares were idsue

Business Combinations

Under Maryland law, "business combinadlopetween a Maryland corporation and an interestieckholder or an affiliate of an
interested stockholder are prohibited for five geater the most recent date on which the intedestieckholder becomes an interested
stockholder. These business combinations inclugerger, consolidation, share exchange, or, in oistances specified in the statute, an asset
transfer or issuance or reclassification of eqaégurities. An interested stockholder is defined as

. any person who beneficially owns 10% or more ofubiing power of the corporation's outstanding ngtstock; ol

. an affiliate or associate of the corporation whargy time within the two-year period prior to tth&te in question, was the
beneficial owner of 10% or more of the voting powéthe then-outstanding stock of the corporation.

A person is not an interested stockholaeter the statute if the board of directors appdown advance the transaction by which he
otherwise would have become an interested stockhditbwever, in approving a transaction, the badidirectors may provide that its
approval is subject to compliance, at or aftertiime of approval, with any terms and conditionsed®ined by the board.

After the five-year prohibition, any bnsss combination between the Maryland corporatimhaan interested stockholder generally must
be recommended by the board of directors of thparation and approved by the affirmative vote dkeast:

. 80% of the votes entitled to be cast by holdemsut§tanding shares of voting stock of the corporatand

. two-thirds of the votes entitled to be cast by leaddof voting stock of the corporation other thhares held by the interested
stockholder with whom or with whose affiliate thesiness combination is to be effected or held bgféiliate or associate of tt
interested stockholder.

These supermajority vote requirementaatcapply if the corporation's common stockholderive a minimum price, as defined under
Maryland law, for their shares in the form of castother consideration in the same form as prelyguaid by the interested stockholder for its
shares.
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The statute permits various exemptioamfits provisions, including business combinatitired are exempted by the board of directors
before the time that the interested stockholdeoives an interested stockholder. Pursuant to thetetaur board of directors has adopted a
resolution exempting any business combination withManager or any affiliate of our Manager. Consaly, the five-year prohibition and
the supermajority vote requirements will not apyolypusiness combinations between us and our Marmagaty affiliate of our Manager. As a
result, our Manager or any affiliate of our Manageay be able to enter into business combinatiotts ug that may not be in the best intere
our stockholders, without compliance with the sapegority vote requirements and the other provisiofthe statute.

The business combination statute mayodisge others from trying to acquire control ofwsl increase the difficulty of consummating
any offer.

Control Share Acquisitions

With some exceptions, Maryland law pr@gdhat control shares of a Maryland corporatiaruaed in a control share acquisition have
no voting rights except to the extent approved bgta of stockholders holding two-thirds of theesentitled to be cast on the matter,
excluding "control shares":

. owned by the acquiring person;
. owned by our officers; and
. owned by our employees who are also direc

"Control shares" mean voting shares adlstvhich, if aggregated with all other sharesto€k owned by the acquirer in respect of which
the acquirer can exercise or direct the exercis@tifig power, would entitle the acquiring persorekercise voting power in electing directors
within one of the following ranges of voting power:

. one-tenth or more, but less than «third of all voting power
. one-third or more, but less than a majority ofvalling power; or
. a majority or more of all voting power.

Control shares do not include sharestgiiring person is then entitled to vote as alt@$unaving previously obtained stockholder
approval. A control share acquisition occurs wieemject to some exceptions, a person directly diréatly acquires ownership or the powe
direct the exercise of voting power (except sotyirtue of a revocable proxy) of issued and @utding control shares. A person who has
made or proposes to make a control share acquisitfpon satisfaction of some specific conditions|uding an undertaking to pay expenses,
may compel our board of directors to call a spatiaéting of our stockholders to be held within B§slof a request to consider the voting
rights of the control shares. If no request foreeting is made, we may present the question astajholders' meeting.

If voting rights are not approved at theeting or if the acquiring person does not delareacquiring person statement on or before the
10" day after the control share acquisition as requingthe statute, then, subject to some conditmmslimitations, we may redeem any or
the control shares (except those for which votigbts have been previously approved) for fair vatietermined without regard to the absence
of voting rights for the control shares, as of dlage of the last control share acquisition by ttguaer or of any meeting of stockholders at
which the voting rights of such shares are considl@nd not approved. If voting rights for controhses are approved at a stockholders me
and the acquirer becomes entitled to vote a mygjofithe shares entitled to vote, all other stodtts may exercise appraisal rights. The fair
value of the shares as determined for purposesgaobf appraisal rights may not be less than the Bigtréce per share paid by the acquirer in
control share acquisition. The control share aétjpiisstatute does not apply to shares acquired
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in a merger, consolidation, or share exchange ifmea party to the transaction or to acquisitepgroved or exempted by our charter or
bylaws.

As permitted by the MGCL, our bylaws ainta provision exempting from the control sharguégition statute any and all acquisitions
of our stock. There can be no assurance that thiggion will not be amended or eliminated at ainyetin the future.

Subtitle 8

Subtitle 8 of Title 3 of the MGCL permasMaryland corporation with a class of equity sé@s registered under the Exchange Act and
at least three independent directors to elect tsulbgect, by provision in its charter or bylawsaaresolution of its board of directors and
notwithstanding any contrary provision in the cbadr bylaws, to any or all of five provisions:

. a classified board,;

. a two-thirds vote requirement for removing a dioegct

. a requirement that the number of directors be fixelg by vote of the director:

. a requirement that a vacancy on the board of diredte filled only by affirmative vote of a majgrivf the remaining directors

office and for the remainder of the full term oétblass of directors in which the vacancy occureedt

. a majority requirement for the calling of a specisdeting of stockholder

Pursuant to Subtitle 8, we have eleateolir charter and bylaws to provide that vacanaiesur board of directors may be filled by the
remaining directors and any such director eleadefdita vacancy will serve for the remainder oéthull term of the directorship in which such
vacancy occurred and until his or her successaleiged and qualifies or until his or her earlieath, resignation or removal. Through
provisions unrelated to Subtitle 8, our charteo afssts in the board of directors the exclusive grow fix the number of directorships and

provides that any director may be removed fromceffonly for cause, by the affirmative vote of &toalders entitled to cast not less thar?66
3% of the votes entitled to be cast generally indleetion of directors.

Transfer Agent and Registrar
We expect the transfer agent and regiftraour shares of common stock to be BNY Melldra&owner Services.
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SHARES ELIGIBLE FOR FUTURE SALE

After giving effect to this offering arlde other transactions described in this prospeatasvill have shares ofromon
stock outstanding on a fully diluted basis. Ourshaf common stock are newly issued securitiesvfoch there is no established trading
market. No assurance can be given as to (a) tekhdod that an active market for our shares of room stock will develop, (b) the liquidity of
any such market, (c) the ability of the stockhaddker sell the shares, or (d) the prices that stolddns may obtain for any of the shares. No
prediction can be made as to the effect, if argt iture sales of shares or the availability afrsls for future sale will have on the market price
prevailing from time to time. Sales of substantéiadounts of shares of common stock, or the peraephiat such sales could occur, may affect
adversely prevailing market prices of the sharesooimon stock. See "Risk Factors — Risks Relat€duoCommon Stock."

For a description of certain restrictiamstransfers of our shares of common stock helddotain of our stockholders, see "Description of
Capital Stock — Restrictions on Ownership and Tiems

Issuance of Shares of Common Stock

Upon completion of this offering, we whiive reserved for issuance up to an aggregate of% of the issued and outstanding shares of
our common stock (on a fully diluted basis andudahg shares to be acquired by Ares InvestmentiHg#dLLC as consideration for the Initial
Portfolio and shares to be sold pursuant to thewndters' exercise of their overallotment optian}the time of award. In connection with this

offering, our board of directors will approve argeggate of shares of astnicted common stock (or shares if
the underwriters exercise their overallotment aptiofull) to be granted to our under our 2011 Equity Incent®lan.
Rule 144

After giving effect to this offering arnlde transactions described in this prospectus, of our outstanding sharesahmon

stock will be "restricted" securities under the miag of Rule 144 under the Securities Act, and matybe sold in the absence of registration
under the Securities Act unless an exemption fregistration is available, including the exemptiosayided by Rule 144. Concurrently with
the completion of this offering, we will grant rested shares of common stock to our and such shares may a¢so b
restricted securities.

In general, under Rule 144 under the Biesi Act, a person (or persons whose sharesgamegated) who is not deemed to have been ar
affiliate of ours at any time during the three nienpreceding a sale, and who has beneficially owestticted securities within the meaning of
Rule 144 for at least six months (including anyigetof consecutive ownership of preceding non-atfid holders), would be entitled to sell
those shares, subject only to the availabilitywfent public information about us (which requitieat we are current in our periodic reports
under the Exchange Act). A non-affiliated persorovilas beneficially owned restricted securities imithe meaning of Rule 144 for at least
one year would be entitled to sell those sharesowitregard to the provisions of Rule 144.

A person (or persons whose shares amneggted) who is deemed to be an affiliate of oasweho has beneficially owned restricted
securities within the meaning of Rule 144 for astesix months would be entitled to sell within ahgee-month period a number of shares that
does not exceed the greater of 1% of the thenandstg shares of our common stock and the averag&lytrading volume of our common
stock during the four calendar weeks preceding safd Such sales are also subject to certain mafisale provisions, notice requirements
and the availability of current public informatiabout us (which requires that we are current inpauiodic reports under the Exchange Act).
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Registration Rights Agreement

We will enter into a registration riglatgreement with regard to the shares of common stock received by Ares Investsne
as consideration for the acquisition of our Inifartfolio occurring simultaneously with the contjea of this offering, which we refer to as
registrable shares. Pursuant to the registratghtsiagreement, we will grant Ares Investmentsiendirect and indirect transferees:

. unlimited demand registration rights to have thgisteable shares registered for resale; and

. in certain circumstances, the right to "piggy-batti¢ registrable shares in registration statemeatmight file in connection
with any future public offering.

Notwithstanding the foregoing, any regigbon will be subject to cutback provisions, anel will be permitted to suspend the use, from
time to time, of the prospectus that is part ofréngistration statement (and therefore suspend salger the registration statement) for certain
periods, referred to as "blackout periods."

Lock-up Agreements

We, our Manager, each of our directors afficers and each of our Manager's members dfitkod have agreed, subject to specified
exceptions, that, without the prior written consehtVells Fargo Securities, LLC and Citigroup Glbbhrrkets Inc., we and they will not,

during the period beginning on and including thieedsf this prospectus through and including the daat is the 188 day after the date of this
prospectus, directly or indirectly:

. issue (in the case of us), offer, pledge, sellfremn to sell, sell any option or contract to pasd, purchase any option or cont
to sell, grant any option, right or warrant to phase, lend or otherwise transfer or dispose ofstiayes of our common stock or
other capital stock or any securities convertibte ior exercisable or exchangeable for our commaeckor other capital stock;

. file (in the case of us), or cause the filing of aagistration statement under the Securities Attt vespect to any shares of our
common stock or other capital stock or any se@gritionvertible into or exercisable or exchangefavleur common stock or
other capital stock, other than registration staetsion Form S-8 filed with the SEC after the ciggiate of this offering; or

. enter into any swap or other agreement, arrangeredge or transaction that transfers to anothewhiole or in part, directly ¢
indirectly, any of the economic consequences ofarginip of our common stock or other capital stockry securities
convertible into or exercisable or exchangeabletorcommon stock or other capital stock,

whether any transaction described in any of thedgoing bullet points is to be settled by delivefyor common stock or other capital stock,
other securities, in cash or otherwise, or publaipounce an intention to do any of the foregoingddition, Ares Investment Holdings LLC
has agreed, subject to specified exceptions, Wititout the prior written consent of Wells FargacBeties, LLC and Citigroup Global

Markets Inc., it will not, during the period beging on and including the date of this prospectusitgh and including the date that is the 465
day after the date of this prospectus, directlindirectly, take any of the actions described i filregoing bullet points, whether any
transaction described in any of the foregoing lydteEnts is to be settled by delivery of our comnstock or other capital stock, other securi
in cash or otherwise, or publicly announce an itiwento do any of the foregoing.
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Moreover, if:

. during the last 17 days of the 180-day or 365-daiup period described in the immediately precggiaragraph, we issue an
earnings release or material news or a materialteeating to us occurs; or

. prior to the expiration of the 180-day or 365-dagki-up period described in the immediately precggiaragraph, we announce
that we will release earnings results or becomeatbeat material news or a material event relattings will occur during the
16-day period beginning on the last day of the iapple lock-up period,

the restrictions described in the immediately pdéaug paragraph will continue to apply until the g&fion of the 18-day period beginning on
the issuance of the earnings release or the ocmeraf the material news or material event, actse may be, unless Wells Fargo
Securities, LLC and Citigroup Global Markets Inaive, in writing, that extension.

Wells Fargo Securities, LLC and Citigra@fobal Markets Inc. may, in their sole discretand at any time or from time to time, without
notice, release all or any portion of the sharestloer securities subject to the lock-up agreemertg determination to release any shares or
other securities subject to the lock-up agreemwntdd be based on a number of factors at the tihtet@rmination, which may include the
market price of the common stock, the liquiditytled trading market for the common stock, generaketeconditions, the number of shares or
other securities proposed to be sold or otherwisgsterred and the timing, purpose and terms optbposed sale or other transfer.
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SUMMARY OF OUR CHARTER AND BYLAWS

Each stockholder is bound by and deemdrave agreed to the terms of our organizationalish@nts by virtue of the election to become
a stockholder. Our organizational documents cowsisur charter and bylaws. The following is a suanynof material provisions of our
organizational documents and does not containf @itleinformation about our charter and bylaws gwat should consider before investing in
our common stock. Our organizational documentdilee as exhibits to our registration statementwbich this prospectus is part. See "Where
You Can Find More Information."

Charter and Bylaw Provisions

The rights of stockholders and relatedtena are governed by our organizational documamtsMaryland law. Certain provisions of
these documents or of Maryland law, summarizedvbehsay make it difficult to change the compositafrour board of directors and could
have the effect of delaying, deferring, or prevegth change in control of us, including an extrawd transaction (such as a merger, tender
offer or sale of all or substantially all of oursass) that might provide a premium price for hoddefrour common stock. See generally "Risk
Factors — Risks Related to Our Organization andc8ire."

Stockholders' Meetings and Voting Rights

We expect we will hold an annual meetifigtockholders beginning in 2012. The purposeacheannual meeting will be to elect
directors and to transact any other business. filagman, the chief executive officer, the presidara majority of the directors also may call a
special meeting of the stockholders. The secretarst call a special meeting to act on any mattriiay properly be considered at a meeting
of stockholders when stockholders entitled to oastiess than a majority of all votes entitled &odast on such matter at the meeting make a
written request (subject to the stockholders' caemgk with certain procedures set forth in our gl

We will give notice of any annual or sig¢eneeting of stockholders not less than ten norenthan ninety days before the meeting. The
notice must state the purpose of the special ngeetinany meeting of the stockholders, each stolddrds entitled to one vote for each share
owned of record on the applicable record date elmegal, the presence in person or by proxy of $tolders entitled to cast at least a majorit
all the votes entitled to be cast at the meetingmnmatter will constitute a quorum. Directors elected by a plurality of the votes cast and a
majority of votes cast will be sufficient to appeoany other matter that may properly come befogerketing, unless more than a majority of
the votes cast is required by law or our charter.

Classified Board of Directors

Pursuant to our charter, our board céators will be divided into three classes of dioest The initial terms of the first, second anddhi
classes will expire in 2012, 2013 and 2014, re$pelgt Beginning in 2012, directors of each clask e chosen for three-year terms upon the
expiration of their current terms with the termoffice of only one of the three classes expiringregear. A classified board may render a
change in control of us or removal of our incumbmanagement more difficult. We believe, howeveat the longer time required to elect a
majority of a classified board of directors helpshsure the continuity and stability of our mamaget and policies. Under our organizational
documents, we must have at least but not nhaire directors. Our charter currently nasegen directors. A director may resign at any
time. A director may be removed from office only fmuse by the affirmative vote of stockholderstket to cast not less than 663 % of the
votes entitled to be cast generally in the eleatibdirectors. A vacancy on the board of directtagsed by the death, removal or resignation of
a director or by an increase in the number of tlmsg
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within the limits described above, may be filledyoby the vote of a majority of the remaining dit@s whether or not the voting directors
constitute a quorum.

These provisions preclude stockholdesmif(a) removing incumbent directors except upontstntial affirmative vote, and (b) filling
the vacancies created by such removal with their naminees.

Maryland law provides that any actionuieed or permitted to be taken at a meeting ofiberd of directors also may be taken without a
meeting by the unanimous written or electronic eon®f all directors.

The approval by our board of directord by holders of a majority of our outstanding vgtshares of stock is generally necessary for us
to do any of the following:

. amend our charter;

. transfer all or substantially all of our assetseotinan in the ordinary course of business;
. engage in mergers, consolidations or share exckang

. liquidate and dissolve

Inspection of Books and Records; Stockholder Lists

Any stockholder or his or her designatgatesentative will be permitted, during usual bass hours, to inspect and obtain copies of our
bylaws, the minutes of stockholder proceedings,apunual statements of affairs and any voting tagseements on file at our principal office.
One or more persons who together are and for st #8amonths have been stockholders of record lefaat five percent of the outstanding
shares of any class of our stock may also requespy of our stockholder list, although the requestnot be made to secure a copy of our
stockholder list or other information for the puspoof selling the list or using the list or othefiormation for a commercial purpose.

Amendment of the Charter and Bylaws

Except for those amendments permittdebtanade without stockholder approval and certaieratments relating to the removal of
directors and the vote required to amend certamipions of our charter (which require the appraadtockholders entitled to cast two-thirds
of the votes entitled to be cast in the matterj,awarter may be amended only if the amendmergdtaded advisable by our board of directors
and approved by the stockholders entitled to casajarity of all the votes entitled to be cast ba matter. Our bylaws may be amended in any
manner not inconsistent with the charter by a nitgjeote of our directors present at a board megeginwhich a quorum is present.

Dissolution or Termination of the Company

As a Maryland corporation, we may be aligsd at any time after a determination by a majaf the entire board of directors that
dissolution is advisable and the approval of stotdidrs entitled to cast at least two-thirds ofibees entitled to be cast on the matter.

Advance Notice of Director Nominations and New Busiess

Proposals to elect directors or condtiteiobusiness at an annual or special meeting beustought in accordance with our bylaws. The
bylaws provide that any business may be transatdte annual meeting without being specificallgigeated in the notice of meeting.
However, with respect to special meetings of stoldérs, only the business specified in the notict® special meeting may be brought at
meeting.
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Our bylaws also provide that with resgecan annual meeting of stockholders, nominatafridividuals for election to the board of
directors and the proposal of business to be cersitby stockholders may be made only (a) purdeahe Company's notice of meeting,
(b) by or at the direction of our board of direstoor (c) by any stockholder who is a stockholdaeocord both at the time of giving of notice
pursuant to the bylaws and at the time of the anme&ting, who is entitled to vote at the meetimghie election of each individual so
nominated or on any such other business and whodraplied with the advance notice procedures sét fo our bylaws.

A notice of a director nomination or &bolder proposal to be considered at an annualingeetust be delivered to our secretary at our
principal executive offices:

. not later than 5:00 p.m., Eastern Time, on the2fay nor earlier than 150 days prior to the firstigersary of the date of
release of the proxy statement for the previous'y@anual meeting; or

. if the date of the meeting is advanced or delayedhbre than 30 days from the anniversary date®ptieceding year's annual
meeting or if an annual meeting has not yet beémh het earlier than 150 days prior to the annueétimg or not later than
5:00 p.m., Eastern Time, on the later of the #2@ay prior to the annual meeting or the tenth adiping the day on which
public announcement of the date of such meetifigsismade.

The purpose of requiring stockholdergit@ us advance notice of nominations and otheinkss is to afford our board of directors a
meaningful opportunity to consider the qualificatioof the proposed nominees and the advisabiligngfother proposed business and, to the
extent deemed necessary or desirable by our bdalideators, to inform stockholders and make reca@ndations about such qualifications or
business, as well as to provide a more orderlygatore for conducting meetings of stockholders. élth our bylaws do not give our board of
directors any power to disapprove stockholder natiins for the election of directors or proposalsommending certain action, they may
have the effect of precluding a contest for thetée of directors or the consideration of stockieslproposals if proper procedures are not
followed and of discouraging or deterring a thiedty from conducting a solicitation of proxies te its own slate of directors or to approve
its own proposal without regard to whether congitlen of such nominees or proposals might be hdrarfbeneficial to us and our
stockholders.

Nominations of individuals for electiamthe board of directors may be made at a spe@ating, (a) by or at the direction of our board
of directors or (b) provided that the special negtias been called for the purpose of electingstiirs, by any stockholder who is a stockha
of record both at the time of giving of notice atdhe time of the special meeting, who is entitesgote at the meeting in the election of each
individual so nominated and who complies with tleéice procedures set forth in our bylaws.

A notice of a director nomination to lnsidered at a special meeting must be delivereditgecretary at our principal executive
offices:

. not earlier than 150 days prior to the special mgetind
. not later than 5:00 p.m., Eastern Time, on the lateither:
. 120 days prior to the special meeting; or
. ten days following the day of our first public ammeement of the date of the special meeting anddh@nees propose

by our board of directors to be elected at the mget
Indemnification and Limitation of Directors' and Of ficers' Liability

Maryland law permits a Maryland corparatio include in its charter a provision limitintgetliability of its directors and officers to the
corporation and its stockholders for money damagespt
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for liability resulting from actual receipt of amproper benefit or profit in money, property ongees or active and deliberate dishonesty
established by a final judgment as being matevi#thé cause of action. Our charter contains symowsion that eliminates such liability to the
maximum extent permitted by Maryland law.

The MGCL requires us (unless our chgsterides otherwise, which our charter does nothdemnify a director or officer who has be
successful, on the merits or otherwise, in thermdeof any proceeding to which he is made or tereat to be made a party by reason of his
service in that capacity. The MGCL permits a cogpion to indemnify its present and former directans officers, among others, against
judgments, penalties, fines, settlements and reddem®xpenses actually incurred by them in conoedtiith any proceeding to which they
be made or threatened to be made a party by reddbair service in those or other capacities wles established that:

. the act or omission of the director or officer waaterial to the matter giving rise to the procegdind (a) was committed in b
faith, or (b) was the result of active and delibemishonesty;

. the director or officer actually received an impeopersonal benefit in money, property or servioe
. in the case of any criminal proceeding, the direotoofficer had reasonable cause to believe tiematt or omission we
unlawful.

However, under the MGCL, a Maryland cogtion may not indemnify a director or officer famn adverse judgment in a suit by or in the
right of the corporation or for a judgment of lilyi on the basis that personal benefit was impriyp@ceived. A court may order
indemnification if it determines that the directorofficer is fairly and reasonably entitled to @mnification, even though the director or officer
did not meet the prescribed standard of condueatasradjudged liable on the basis that personalfibeves improperly received. However,
indemnification for an adverse judgment in a syiub or in our right, or for a judgment of liabylion the basis that personal benefit was
improperly received, is limited to expenses.

In addition, the MGCL permits a corpooatito advance reasonable expenses to a directdficar upon the corporation's receipt of:

. a written affirmation by the director or officer bis or her good faith belief that he or she hastheestandard of conduct
necessary for indemnification by the corporatiam] a

. a written undertaking by the director or officerasr the director's or officer's behalf to repay d@ineount paid or reimbursed by
the corporation if it is ultimately determined titlé director or officer did not meet the standafrdonduct.

Our charter authorizes us to obligateselwes and our bylaws obligate us, to the maximytane permitted by Maryland law in effect
from time to time, to indemnify and, without regaog a preliminary determination of the ultimateig@ment to indemnification, pay or
reimburse reasonable expenses in advance of fisiabsition of a proceeding to:

. any present or former director or officer who isd@ar threatened to be made a party to the praogéxyi reason of his or her
service in that capacity; or

. any individual who, while a director or officer thfe Company and at our request, serves or hasdsangther corporation, REI
limited liability company, partnership, joint vemg) trust, employee benefit plan or any other gmige as a director, officer,
partner, trustee, member or manager of such cdipor&REIT, limited liability company, partnershijpjnt venture, trust,
employee benefit plan or other enterprise and whndde or threatened to be made a party to the@dow by reason of his or
her service in that capacity.
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Our charter and bylaws also permit usitiemnify and advance expenses to any person whieda predecessor of ours in any of the
capacities described above and to any employegent af the Company or a predecessor of the Company

Following completion of this offering, vmeay enter into indemnification agreements withheafcour directors and executive officers 1
would provide for indemnification to the maximumtent permitted by Maryland law.

Insofar as the foregoing provisions peimdemnification of directors, officers or persawntrolling us for liability arising under the
Securities Act, we have been informed that, indpimion of the SEC, this indemnification is agaipsblic policy as expressed in the Securities
Act and is therefore unenforceable.

REIT Quialification

Our charter provides that our board oéctiors may revoke or otherwise terminate our R&€Etion, without approval of our
stockholders, if it determines that it is no longeour best interests to continue to qualify &EAT.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discusses the material UeBleral income tax considerations associated euthqualification and taxation as a REIT and
the acquisition, ownership and disposition of duares of common stock. This discussion is based tipolaws, regulations, and reported
judicial and administrative rulings and decisiongffect as of the date of this prospectus, allloich are subject to change, retroactivel
prospectively, and to possibly differing interpteaas. This discussion does not purport to dedhwie U.S. federal income and other tax
consequences applicable to all investors in ligtheir particular investment or other circumstas)aa to all categories of investors, some of
whom may be subject to special rules (for exanmipkrance companies, entities treated as partmperéti U.S. federal income tax purposes
and investors therein, trusts, financial institn@nd broker-dealers and, except to the exteotiséed below, tax-exempt organizations and
Non-U.S. Stockholders, as defined below). No rulinglm U.S. federal, state, or local tax consideratielevant to our operation or to the
purchase, ownership or disposition of our sharas ieen requested from the Internal Revenue Senri¢RS, or other tax authority. No
assurance can be given that the IRS would nottassehat a court would not sustain, a positiontcary to any of the tax consequences
described below.

This summary is also based upon the agsomthat the operation of the Company, and ofutissidiaries and other lower-tier and
affiliated entities, will in each case be in ac@nrde with its applicable organizational documenntgastnership agreements. This summary (
not discuss the impact that U.S. state and logaktand taxes imposed by non-U.S. jurisdictionddchave on the matters discussed in this
summary. In addition, this summary assumes thatrggtolders hold our common stock as a capitaégsvhich generally means as property
held for investment.

Prospective investors are urged to carisalr tax advisors in order to determine the WeBeral, state, local, foreign and other tax
consequences to them of the purchase, ownershidigpaisition of our shares, the tax treatment REAT and the effect of potential change:
the applicable tax laws.

We intend to elect and qualify to be thas a REIT under the applicable provisions ofGbde and the Treasury Regulations
promulgated thereunder commencing with our taxgbée ending December 31, 2011. Furthermore, wadhte continue operating as a RE
however, we cannot assure you that we will meetafigicable requirements under U.S. federal inctardaws, which are highly technical ¢
complex.

In brief, a corporation that compliesiwiihe provisions in Sections 856 through 860 ofCbee, and qualifies as a REIT generally is not
taxed on its net taxable income to the extent suobme is distributed currently to stockholdergréby completely or substantially eliminating
the "double taxation” that a corporation and itckholders generally bear together. However, asudsed in greater detail below, a corpore
could be subject to U.S. federal income tax in seir@umstances even if it qualifies as a REIT amdiM likely suffer adverse consequences,
including reduced cash available for distributiorits stockholders, if it failed to qualify as a RE

Proskauer Rose LLP has acted as ourdiansel in connection with this registration statatnBroskauer Rose LLP is of the opinion that
assuming that we timely file an election to betrdaas a REIT and such election is not either reglak intentionally terminated, commencing
with our taxable year ending December 31, 2011hawe been organized in conformity with the requieats for qualification as a REIT under
the Code, and our proposed method of operationewdble us to continue to meet the requirementgifalification and taxation as a REIT
under the Code. This opinion will be filed as ahibi to the registration statement of which thiegpectus is a part, and is based and
conditioned, in part, on various assumptions apdegentations as to factual matters and covenaade mo Proskauer Rose LLP by us and
based upon certain terms and conditions set farthd opinion. Our qualification as a REIT depeuagdsn our ability to meet, through operat
of the properties we acquire and our investmenptlirer assets, the applicable requirements underfed8ral income tax laws. Proskauer
Rose LLP has not reviewed these operating resuitsompliance with the
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applicable requirements under U.S. federal incamdaws. Therefore, we cannot assure you that cuaboperating results allow us to satisfy
the applicable requirements to qualify as a REl@lesr).S. federal income tax laws in any taxable.yea

General
The term "REIT taxable income" meanstth@ble income as computed for a corporation wisctot a REIT:

. without the deductions allowed by Code SectionstBddugh 247, and 249 (relating generally to théudéion for dividends

received);
. excluding amounts equal to: the net income froredlmrsure property and the net income derived frophipited transaction:
. deducting amounts equal to: the net loss from fosege property, the net loss derived from prokibitransactions, the ti

imposed by Code Section 857(b)(5) upon a failunméet the 95% and/or the 75% gross income testdathimposed by Code
Section 856(c)(7)(C) upon a failure to meet thertpuly asset tests, the tax imposed by Code Se866(g)(5) for otherwise
avoiding REIT disqualification, and the tax impo$sdCode Section 857(b)(7) on redetermined reptigtermined deductions
and excess interest;

. deducting the amount of dividends paid under Caelgi@ 561, computed without regard to the amotithe® net income fror
foreclosure property (which is excluded from RE#kable income); and

. without regard to any change of annual accountaripd pursuant to Code Section 443(b).

In any year in which we qualify as a REITd have a valid election in place, we will claleductions for the dividends we pay to the
stockholders, and therefore will not be subjedli8. federal income tax on that portion of our tagancome or capital gain which is
distributed to our stockholders.

Although we can eliminate or substanfiafiduce our U.S. federal income tax liability bgintaining our REIT qualification and paying
sufficient dividends, we will be subject to U.Sdéeal tax in the following circumstances:

. We will be taxed at normal corporate rates on amjistributed REIT taxable income or net capitahg

. If we fail to satisfy either the 95% Gross Inconmestor the 75% Gross Income Test (each of whidessribed below), but our
failure is due to reasonable cause and not witleglect, and we therefore maintain our REIT quediibn, we will be subject to
a tax equal to the product of (a) the amount byctvhive failed the 75% or 95% Test (whichever amaaigteater) multiplied by
(b) a fraction intended to reflect our profitalyilit

. We will be subject to an excise tax if we fail tarently distribute sufficient income. In orderrtake the "required distribution”
with respect to a calendar year, we must distrithutesum of (a) 85% of our REIT ordinary income tfee calendar year,
(b) 95% of our REIT capital gain net income for ttadendar year, and (c) the excess, if any, ofjtbesed up required
distribution (as defined in the Code) for the prbog calendar year over the distributed amounttat preceding calendar year.
Any excise tax liability would be equal to 4% oétHifference between the amount required to beildiged under this formula
and the amount actually distributed and would reotibductible by us.

. We may be subject to the corporate "alternativeimmim tax" on our items of tax preference, includany deductions of net
operating losses.
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. If we have net income from prohibited transactisnsh income would be subject to a 100% tax. Sesdbton entitled "—
REIT Qualification Tests" below.

. We will be subject to U.S. federal income tax &t lighest corporate rate on any non-qualifying inedrom foreclosure
property, although we will not own any foreclospreperty unless we make loans or accept purchaseynwtes secured by
interests in real property and foreclose on th@e@riy following a default on the loan, or foreclaseproperty pursuant to a
default on a lease.

. If we falil to satisfy any of the REIT asset tests described below, other than a failure of theds%0% REIT assets tests that
does not exceed a statutory de minimis amount scritled more fully below, but our failure is dueréasonable cause and not
due to willful neglect and we nonetheless maintainREIT qualification because of specified curevisions, we will be
required to pay a tax equal to the greater of $¥BDd) the highest corporate tax rate (currently B6#4he net income generated
by the non-qualifying assets during the period iriclr we failed to satisfy the asset tests.

. If we fail to satisfy any other provision of the @othat would result in our failure to qualify aREIT (other than a gross inco
or asset test requirement) and that violation s tdueasonable cause, we may retain our REIT fopadion, but we will be
required to pay a penalty of $50,000 for each daittire.

. If we derive "excess inclusion income" from an ie& in certain mortgage loan securitization street (i.e., a "TMP" or a
residual interest in a real estate mortgage investroonduit, or "REMIC"), we could be subject toparate-level U.S. federal
income tax at a 35% rate to the extent that suobnire is allocable to specified types of tax-exestptkholders known as
"disqualified organizations" that are not subjectibrelated business taxable income, or UBTI. Beé€Excess Inclusion
Income" portion of this section below.

. We may be required to pay monetary penalties tdRISein certain circumstances, including if we failmeet recor-keeping
requirements intended to monitor our compliancé wites relating to the composition of our stockless. Such penalties
generally would not be deductible by us.

. If we acquire any asset from a corporation thatigject to full corpora-level U.S. federal income tax in a transaction hich
our basis in the asset is determined by referamtigettransferor corporation's basis in the asset,we recognize gain on the
disposition of such an asset during the ten-yeaog@déeginning on the date we acquired such asst, the excess of the fair
market value as of the beginning of the applicabt®gnition period over our adjusted basis in sagget at the beginning of
such recognition period will be subject to U.S.drad income tax at the highest regular corporat& Ederal income tax rate.
The results described in this paragraph assumeitbaton-REIT corporation will not elect, in liefithis treatment, to be subject
to an immediate tax when the asset is acquiredsby u

. A 100% tax may be imposed on transactions betweend a TRS that do not reflect arm's-length terms.

. The earnings of our subsidiaries that are C cotjmors, including any subsidiary we may elect tatras a TRS, generally w
be subject to U.S. federal corporate income tax.

. We may elect to retain and pay income tax on oticagital gain. In that case, a stockholder wontdude his, her or its
proportionate share of our undistributed net cépin (to the extent we make a timely designatibauch gain to the
stockholder) in his, her or its income as long-teapital gain, would be deemed to have paid thehawe paid on such gain,
and would be allowed a credit for his, her or itsgortionate share of the tax deemed to have beielh and an adjustment wol
be made to increase the stockholder's basis is@aumon
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stock. Stockholders that are U.S. corporations aldld appropriately adjust their earnings and tgdéir the retained capital gain
in accordance with Treasury Regulations to be pigaiad.

In addition, notwithstanding our qualéion as a REIT, we and our subsidiaries may bgstto a variety of taxes, including state and
local and foreign income, property, payroll andesttaxes on our assets and operations. We couwdalsubject to tax in situations and on
transactions not presently contemplated.

REIT Qualification Tests

The Code defines a REIT as a corporatioist or association:

. that is managed by one or more trustees or dirgctor

. the beneficial ownership of which is evidenced fansferable shares or by transferable certificaténeficial interest

. that would be taxable as a domestic corporatiorfdrits qualification as a REI

. that is neither a financial institution nor an ireuce company;

. that meets the gross income, asset and annuabdtgin requirements;

. the beneficial ownership of which is held by 100wmre persons on at least 335 days in each fudliaxyear, proportionate

adjusted for a short taxable year;

. generally in which, at any time during the lasffledleach taxable year, no more than 50% in vafue@outstanding stock is
owned, directly or indirectly, by five or fewer imitluals (as defined in the Code to include spedintities);

. that makes an election to be taxable as a REITh®current taxable year, or has made this eleftioa previous taxable yet
which election has not been revoked or terminaad, satisfies all relevant filing and other adntiive requirements
established by the IRS that must be met to mairaaiification as a REIT; and

. that uses a calendar year for U.S. federal incax@tirposes

The first five conditions must be metidgreach taxable year for which REIT qualificatisrsought, while the sixth and seventh
conditions do not have to be met until after thstfiaxable year for which a REIT election is madke have adopted December 31 as our year
end, thereby satisfying the last condition.

Ownership of Interests in Partnershipsnited Liability Companies and Qualified REIT Sulisiies. A REIT that is a partner in a
partnership or a member in a limited liability coang treated as a partnership for U.S. federal irctar purposes, will be deemed to own its
proportionate share of the assets of the partremstimited liability company, as the case maylised on its interest in partnership capital,
and will be deemed to be entitled to its propowi@nshare of the income of that entity. The assedsgross income of the partnership or lim
liability company retain the same character inithads of the REIT. Thus, our pro rata share obfsets and items of income of any
partnership or limited liability company treatedaapartnership or disregarded entity for U.S. falielcome tax purposes in which we own an
interest is treated as our assets and items ofriador purposes of Asset Tests and Gross Incomis {@asch as defined below).

We expect to control our subsidiary parships and limited liability companies and inteéadperate them in a manner consistent with
the requirements for our qualification as a REfiwé become a limited partner or non-managing meritbany partnership or limited liability
company and such entity takes or expects to tatkenschat could jeopardize our qualification &RET or require us to pay tax, we may be
forced to dispose of our interest in such entityadidition, it is possible that a partnership onitiéd liability company could take an action
which could cause us to fail a gross
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income or asset test, and that we would not be@wage of such action in time to dispose of ourrggein the partnership or limited liability
company or take other corrective action on a tinbalyis. In that case, we could fail to qualify &ET unless we were entitled to relief, as
described below.

We may from time to time own certain asdkrough subsidiaries that we intend to be tebate"qualified REIT subsidiaries.” A
corporation will qualify as our qualified REIT sutry if we own 100% of the corporation’s outstewgdstock and do not elect with the
subsidiary to treat it as a TRS, as described hefogualified REIT subsidiary is not treated asparate corporation, and all assets, liabilities
and items of income, gain, loss, deduction andicoéc qualified REIT subsidiary are treated aseds, liabilities and items of income, gain,
loss, deduction and credit of the parent REIT famppses of the Asset Tests and Gross Income Temsth @s defined below). A qualified REIT
subsidiary is not subject to U.S. federal income bait may be subject to state or local tax, andosenership of the stock of a qualified REIT
subsidiary will not violate the restrictions on asvship of securities, as described below under "sseATests."

If a disregarded subsidiary ceases tati@ly owned by us (for example, if any equity irgst in the subsidiary is acquired by a person
other than us or another one of our disregardesdidiabies), the subsidiary's separate existencddyvoulonger be disregarded for U.S. federal
income tax purposes. Instead, it would have métglners and would be treated as either a pariperssla taxable corporation. Such an event
could, depending on the circumstances, adverstdgtadur ability to satisfy the Asset and Grossome Tests, including the requirement that
REITs generally may not own, directly or indirectigore than 10% of the value or voting power ofdhiéstanding securities of another
corporation. See "— Asset Tests" and "— Income d'ést

Ownership of Interests in TRSsWe expect to own an interest in one or more @R&may acquire securities in additional TRS$én t
future. A TRS is a corporation other than a REIWinich a REIT directly or indirectly holds stoclkydithat has made a joint election with such
REIT to be treated as a TRS. If a TRS owns mone 8% of the total voting power or value of thestaihding securities of another
corporation, such other corporation will also Eated as a TRS. Other than some activities reltitgdging and health care facilities, a TRS
may generally engage in any business, includingstimg in assets and engaging in activities thaldcoot be held or conducted directly by us
without jeopardizing our qualification as a REITarfexample, to the extent that we acquire loank wiit intention of selling such loans in a
manner that might expose us to a 100% tax on "pitaul transactions,” we expect such loans will tguéred by a TRS.

A TRS is subject to U.S. federal incorme &s a regular C corporation. In addition, if agrtests regarding the TRS's debt-to-equity ratio
are not satisfied, a TRS generally may not dectetést payments made in any year to an affili&E&r to the extent that such payments
exceed 50% of the TRS's adjusted taxable incomeégfased in the Code) for that year (although tiRSTmay carry forward to, and deduct i
succeeding year the disallowed interest amouhkif50% test is satisfied in that year). A REIT'svevghip of securities of a TRS is not subject
to the 5% or 10% asset tests described below.-Seasset Tests."

Share Ownership Test

The common stock and any other stockssed must be held by a minimum of 100 personsrfdéted without attribution to the owners
of any entity owning our stock) for at least 33yslan each full taxable year, proportionately atgdsfor partial taxable years. In addition, we
cannot be "closely held", which means that atiles during the second half of each taxable yeamare than 50% in value of our stock may
be owned, directly or indirectly, by five or fewiadividuals (determined by applying certain atttibn rules under the Code to the owners of
any entity owning our stock) as specifically defirfer this purpose. However, these two requiremdataot apply until after the first taxable
year an entity elects REIT stat
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Our charter contains certain provisiantemded to enable us to meet the requirements abogg subject to certain exceptions, our
charter provides that no person may beneficiallgarstructively own (applying certain attributiares under the Code) more than 9.8% in
value of the aggregate of our outstanding shareamifal stock and not more than 9.8% (in valusmarumber of shares, whichever is more
restrictive) of any class or series of our shafesapital stock. See "Description of Capital SteekRestrictions on Ownership and Transfer.”
Our charter also contains provisions requiring daalder of our shares to disclose, upon demandstoastive or beneficial ownership of sha
as deemed necessary to comply with the requirenoénit® Code. Furthermore, stockholders failingefusing to comply with our disclosure
request will be required, under Treasury Regulatimmmulgated under the Code, to submit a stateafenutch information to the IRS at the
time of filing their annual income tax returns fbe year in which the request was made.

Asset Test

At the close of each calendar quartéheftaxable year, we must satisfy four tests basetthe composition of our assets, or the Asset
Tests. After initially meeting the Asset Teststa tlose of any quarter, we will not lose our dfiedtion as a REIT for failure to satisfy the
Asset Tests at the end of a later quarter soledytdichanges in value of our assets. In additfichgifailure to satisfy the Asset Tests results
from an acquisition during a quarter, the failuemgrally can be cured by disposing of non-qualdy@ssets within 30 days after the close of
that quarter. We intend to maintain adequate recofdhe value of our assets to ensure compliaritetiiese tests and will act within 30 days
after the close of any quarter as may be requoedite any nhoncompliance.

75% Asset Test. At least 75% of the value of our assets mugstpeesented by "real estate assets," cash, @msh (including
receivables) and government securities, which \igr te as the 75% Asset Test. Real estate ass#tslen(a) real property (including interests
in real property and interests in mortgages onpegperty), (b) shares in other qualifying REITsddc) any property (not otherwise a real
estate asset) attributable to the temporary investof "new capital” in stock or a debt instrumémitt only for the one-year period beginning
on the date we received the new capital. A reateshortgage loan that we own generally will batied as a real estate asset for purposes of
the 75% Asset Test if, on the date that we acaririginate the mortgage loan, the value of tteé peoperty securing the loan is equal to or
greater than the principal amount of the loan. Brigpwill qualify as being attributable to the teonary investment of new capital if the money
used to purchase the stock or debt instrumenteived by us in exchange for our stock or in a jpulififering of debt obligations that have a
maturity of at least five years. Additionally, réguand residual interests in a REMIC are considleeal estate assets. However, if less than
95% of the assets of a REMIC are real estate asgetwill be treated as holding and earning a pridpoate share of the assets and income of
the REMIC directly. In the case of any interestgiiantor trusts, we would be treated as owningrativided beneficial interest in the mortgage
loans held by the grantor trust. Assets that dagoatify for purposes of the 75% test are subjet¢hé additional asset tests described below
under "— 25% Asset Test."

If we invest directly in real propertyyrgourchase contracts for such real property waiiation no more than 5% of the purchase pric
any property to property other than "real propérag, defined in the Code. However, there can bassarance that the IRS will not contest ¢
purchase price allocation. If the IRS were to pilevasulting in more than 5% of the purchase pdteroperty being allocated to other than
“real property,” we may be unable to continue talfyas a REIT under the 75% Asset Test, and imlag be subject to additional taxes, as
described below.

25% Asset Test. Except as described below, the remaining 25%uofassets may generally be invested withoutictisin, which we
refer to as the 25% Asset Test. However, if we shvte any securities that do not qualify underb&o Asset Test, other than investments in
other REITs, our qualified REIT subsidiaries andSERsuch securities may not exceed either (a) S#teofalue of our assets as to any one
issuer, or (b) 10% of the outstanding securitiesditg or value of any one issuer.
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The 10% value test does not apply to certain 'gttadebt” and other excluded securities, as desttiiin the Code, including but not limited to
any loan to an individual or estate, any obligatompay rents from real property and any secusisyieéd by a REIT. In addition, a partnership
interest held by a REIT is not considered a "ségufor purposes of the 10% value test; instead,REIT is treated as owning directly its
proportionate share of the partnership's assetshvidibased on the REIT's proportionate interesiny securities issued by the partnership
(disregarding for this purpose the general rul¢ dhgartnership interest is not a security), budwding certain securities described in the Code.

For purposes of the 10% value test, igititadebt" means a written unconditional promispay on demand or on a specified date a sum
certain in money if (a) the debt is not convertjlolizectly or indirectly, into stock, (b) the intst rate and interest payment dates are not
contingent on profits, the borrower's discretionsimilar factors other than certain contingencggating to the timing and amount of principal
and interest payments, as described in the Code(cduiin the case of an issuer which is a corponatir a partnership, securities that otherwise
would be considered straight debt will not be sesidered if we, and any of our "controlled TRSstafined in the Code, hold any securitie
the corporate or partnership issuer which (i) arestraight debt or other excluded securities ¢aaahe application of this rule), and (ii) have
an aggregate value greater than 1% of the issmetssanding securities (including, for the purposiea partnership issuer, our interest as a
partner in the partnership).

We may from time to time own 100% of #eeurities of one or more corporations that wicgl together with us, to be treated as our
TRSs. So long as each of these companies qualdiesTRS, we will not be subject to the 5% assettiee 10% voting securities limitation or
the 10% value limitation with respect to our owingpsof their securities. We believe that the aggtegalue of our TRSs will not exceed 25%
of the aggregate value of our gross assets. Npérient appraisals have been obtained to supgse ttonclusions. In addition, there can be
no assurance that the IRS will not disagree withdaterminations of value.

We expect that the assets comprisingrantgage-related investments and securities thatwvegenerally will be qualifying assets for
purposes of the 75% Asset Test, and that our owipeof TRSs and other assets will be structurea imanner that will comply with the
foregoing Asset Tests, and we intend to monitor gitance on an ongoing basis. There can be no agsirhowever, that we will be succes
in this effort. In this regard, to determine coraplie with these requirements, we will need to egtinthe value of our assets, and we do not
expect to obtain independent appraisals to sugportonclusions as to the total value of our aszetise value of any particular security or
other asset. Moreover, values of some assetsdingjwur interests in our TRSs, may not be susbleptd a precise determination and are
subject to change in the future. Although we wilgrudent in making these estimates, there camw lassurance that the IRS will not disagree
with these determinations and assert that a differalue is applicable, in which case we mightsaitsfy the Asset Tests, and could fail to
qualify as a REIT.

If we invest in a mortgage loan thatas fully secured by real property, recently issiR/enue Procedure 2011-16 may apply to
determine what portion of the mortgage loan willtteated as a real estate asset for purposes @b#heAsset Test. Pursuant to Revenue
Procedure 2011-16, the IRS has announced thall metichallenge a REIT's treatment of a loan asah estate asset in its entirety to the extent
that the value of the loan is equal to or less thanvalue of the real property securing the Idath@relevant testing date. However,
uncertainties exist regarding the application of&rie Procedure 2011-16, particularly with respetihe proper treatment under the Asset
Tests of mortgage loans acquired at a discountribegase in value following their acquisition, amalassurance can be given that the IRS
would not challenge our treatment of such assets.

Furthermore, the proper classificatiomofinstrument as debt or equity for U.S. fedarabime tax purposes may be uncertain in some
circumstances, which could affect the applicatibthe Asset
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Tests. Accordingly, there can be no assurancetiedRS will not contend that our interests in sdissies or in the securities of other issuers
cause a violation of the Asset Tests.

In addition, we intend to enter into reghase agreements under which we will nominallycastain of our assets to a counterparty and
simultaneously enter into an agreement to repuecttessold assets. We believe that we will be dibfdr U.S. federal income tax purposes as
the owner of the assets that are the subject ofgmyrchase agreement and that the repurchasevagnewill be treated as a secured lending
transaction notwithstanding that we may transfeoré ownership of the assets to the counterpaningihe term of the agreement. It is
possible, however, that the IRS could assert tleatlied not own the assets during the term of thanefase agreement, in which case we could
fail to qualify as a REIT.

In addition, we may acquire certain meiza loans secured by equity interests in ghaesdgh entities that directly or indirectly owrak
property. Mezzanine loans meeting the requiremeintise safe harbor set forth in Revenue Procedd@8-55 will be treated by the IRS as real
estate assets for purposes of the Asset Testdditian, any interest derived from such mezzanasné will be treated as qualifying mortgage
interest for purposes of the 75% Gross Income (Bsstlefined below). Although Revenue Procedure B#¥frovides a safe harbor on which
taxpayers may rely, it does not prescribe rulesubftantive tax law. The mezzanine loans that waieeemay not meet all of the requirements
of the safe harbor. Accordingly, there can be rsugce that the IRS will not challenge the quadiiion of such assets as real estate assets or
the interest generated by these loans as qualifyc@me under the 75% Gross Income Test.

A REIT is able to cure certain asset wdations. As noted above, a REIT cannot own g&es of any one issuer representing more
5% of the total value of the REIT's assets or ntloa@ 10% of the outstanding securities, by voteatue, of any one issuer. However, a REIT
would not lose its REIT qualification for failing satisfy these 5% or 10% asset tests in a quatter failure is due to the ownership of assets
the total value of which does not exceed the lesté) 1% of the total value of the REIT's assdthe end of the quarter for which the
measurement is done, and (b) $10 milliprgvidedin either case that the REIT either disposes obf®ets within six months after the last day
of the quarter in which the REIT identifies theldaé (or such other time period prescribed by thea$ury), or otherwise meets the
requirements of those rules by the end of thabpleri

If a REIT fails to meet any of the as®st requirements for a quarter and the failureeesls the de minimis threshold described above,
then the REIT still would be deemed to have satisthe requirements if (a) following the REIT'sntlication of the failure, the REIT files a
schedule with a description of each asset thatethtlee failure, in accordance with regulations gribed by the Treasury, (b) the failure was
due to reasonable cause and not to willful neglefthe REIT disposes of the assets within six themfter the last day of the quarter in which
the identification occurred or such other time péras is prescribed by the Treasury (or the remergs of the rules are otherwise met within
that period), and (d) the REIT pays a tax on tlilerfaequal to the greater of (i) $50,000, or &) amount determined (under regulations) by
multiplying (A) the highest rate of tax for corpticas under section 11 of the Code, by (B) theimeime generated by the assets that caused
the failure for the period beginning on the firatelof the failure and ending on the date the R&3 disposed of the assets (or otherwise
satisfies the requirements).

Gross Income Tests

For each calendar year, we must satgfyseparate tests based on the composition ofross gncome, as defined under our method of
accounting, or the Gross Income Tests.

The 75% Gross Income TestAt least 75% of our gross income for the tagatdar (excluding gross income from prohibited
transactions) must result from (a) rents from praperty, (b) interest on obligations secured bytgages on real property or on interests in
real property, (c) gains from the sale or othepdsition of real property (including interests @l property and interests in mortgages
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on real property) other than property held prinyafidr sale to customers in the ordinary coursewftoade or business, (d) dividends from o
qualifying REITs and gain (other than gain fromiphited transactions) from the sale of shares loéoqualifying REITS, (e) other specified
investments relating to real property or mortgageseon, and (f) for a limited time, temporary istreent income (as described under the 75%
Asset Test above). We refer to this requiremertha¥5% Gross Income Test.

The 95% Gross Income Testln addition to deriving 75% of our gross incofrem the sources listed above, at least 95% ofjooss
income (excluding gross income from prohibited $istions) for the taxable year must be derived ffapsources which satisfy the 75% Gi
Income Test, (b) dividends, (c) interest, or (dndeom the sale or disposition of stock or othecwrities that are not assets held primarily for
sale to customers in the ordinary course of owletiar business. We refer to this requirement a®9%86 Gross Income Test. It is important to
note that dividends and interest on obligationscodiiteralized by an interest in real propertylifyainder the 95% Gross Income Test, but not
under the 75% Gross Income Test.

Interest Income. All interest income qualifies under the 95% &rdncome Test, and interest on loans securedabyreperty qualifies
under the 75% Gross Income Test, provided in basies, that the interest does not depend, in whatepart, on the income or profits of any
person (excluding amounts based on a fixed pergerdfireceipts or sales). If a loan is secureddii beal property and other property, the
interest on it may nevertheless qualify under th% Gross Income Test Interest income constitutedifging mortgage interest for purposes
the 75% Gross Income Test to the extent that thigadton is secured by a mortgage on real propdftye receive interest income with respect
to a mortgage loan that is secured by both regdgutg and other property, and the highest princmadunt of the loan outstanding during a
taxable year exceeds the fair market value ofelaéproperty on the date that we acquired or osigid the mortgage loan, the interest income
will be apportioned between the real property dmddther property, and our income from the loah quiblify for purposes of the 75% Gross
Income Test only to the extent that the interestlscable to the real property.

If that we invest in a mortgage loan tisatot fully secured by real property, we wouldreguired to apportion our annual interest inc
to the real property security based on a fractioa,numerator of which is the value of the reaperty securing the loan, determined when we
commit to acquire the loan, and the denominatavtdth is the highest "principal amount” of the Iaduring the year. The IRS recently issued
Revenue Procedure 2011-16, which interprets thacipal amount” of the loan to be the face amodnhe loan, despite the Code requiring
taxpayers to treat any market discount, that igltfference between the purchase price of the évahits face amount, for all purposes (other
than certain withholding and information reportimgrposes) as interest rather than principal. Anytgage loan that we invest in that is not
fully secured by real property may therefore bgexttio the interest apportionment rules and thsitjpm taken in Revenue Procedure 2011-16
as described above.

To the extent that we derive interesbme from a loan where all or a portion of the amafrinterest payable is contingent, such inc
generally will qualify for purposes of the 75% &9P%6 Gross Income Tests only if it is based uporgtioss receipts or sales and not the net
income or profits of any person. This limitationedmot apply, however, to a mortgage loan wherddnewer derives substantially all of its
income from the property from the leasing of sulbs&dly all of its interest in the property to tems, to the extent that the rental income der
by the borrower would qualify as rents from readerty had it been earned directly by us.

To the extent that the terms of a loavjole for contingent interest that is based onctieh proceeds realized upon the sale of the
property securing the loan (or a shared apprecigiiovision), income attributable to the participatfeature will be treated as gain from sal
the underlying property, which generally will beadjfying income for purposes of both the 75% anét95ross Income Tests, provided that
property is not inventory or dealer property in tands of the borrower and would not be such pigpineld by us.
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Any amount includible in our gross incomi¢h respect to a regular or residual interest REMIC generally is treated as interest on an
obligation secured by a mortgage on real propéitiowever, less than 95% of the assets of a REMIGsists of real estate assets (determinec
as if we held such assets), we will be treatecesiving directly our proportionate share of theoime of the REMIC for purposes of
determining the amount that is treated as intenestn obligation secured by a mortgage on realgstgp

We believe that substantially all of theerest income that we receive from our mortgegjated investments and securities generally
be qualifying income for purposes of both the 758 85% Gross Income Tests. However, to the extermwn non-REMIC collateralized
mortgage obligations or other debt instruments thy mortgage loans (rather than by real propertgecured by non-real estate assets, or
debt securities that are not secured by mortgagesal property or interests in real property,ititerest income received with respect to such
securities generally will be qualifying income faurposes of the 95% Gross Income Test, but nof%8& Gross Income Test.

We expect that the mortgage-backed s@esithat we invest in will be treated either aeliests in a grantor trust or as interests in a
REMIC for U.S. federal income tax purposes and #ifiahterest income, original issue discount arathet discount from such mortgage-
backed securities will be qualifying income for ®&% Gross Income Test. In the case of mortgagkelbsecurities treated as interests in
grantor trusts, we would be treated as owning ativitred beneficial ownership interest in the moggdoans held by the grantor trust. The
interest, original issue discount and market distawm such mortgage loans would be qualifying inedor purposes of the 75% Gross Income
Test to the extent that the obligation is adeqyaetured by real property, as discussed aboubelnase of mortgageacked securities treat
as interests in a REMIC, income derived from RENtierests generally will be treated as qualifyingdme for purposes of the 75% and 95%
Gross Income Tests. As discussed above, if less36% of the assets of the REMIC are real estaetgishowever, then only a proportionate
part of our interest in the REMIC and income dedlii®m the interest will qualify for purposes o&tfi5% Gross Income Test. In addition,
some REMIC securitizations include imbedded intesesp or cap contracts or other derivative instote that potentially could produce non-
qualifying income for the holder of the related REMsecurities. We expect that substantially albof income from mortgage-backed
securities will be qualifying income for purposdgie Gross Income Tests.

Fee Income. We may receive various fees in connection withoperations. The fees generally will be quatifyincome for purposes
of both the 75% and 95% Gross Income Tests if #reyreceived in consideration for entering intagreement to make a loan secured by real
property and the fees are not determined by incompeofits. Other fees generally are not qualifyingome for purposes of either the 75% or
95% Gross Income Test. Any fees earned by a TR8ar@cluded for purposes of the Gross IncomesTest

Dividend Income. We may receive distributions from TRSs or ottm@nporations that are not REITs or qualified REUbsidiaries.
These distributions are generally classified agldivds to the extent of the earnings and profithefdistributing corporation. Such
distributions generally constitute qualifying incerfor purposes of the 95% Gross Income Test, biutheo75% Gross Income Test. Any
dividends received by us from a REIT will be qughfy income for purposes of both the 95% and 75%s&income Tests.

We will monitor the amount of the dividkand other income from our TRSs and will takeaatiintended to keep this income, and any
other nonqualifying income, within the limitation§the Gross Income Tests. Although we intend ke these actions to prevent a violation of
the Gross Income Tests, we cannot guarantee tblatasations will in all cases prevent such a violati

Hedging Transactions. From time to time, we may enter into hedgirsmnsactions with respect to one or more of our assdtabilities
Our hedging activities could take a variety of fgfrimcluding
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hedging instruments such as interest rate swagagnats, interest rate cap agreements, interedloateor collar agreements, investments in
stripped securities receiving interest-only onuheéerlying assets, or 1O Strips, options, futur@stiacts, forward contracts, similar financial
instruments or other financial instruments thatdeem appropriate. Income from a hedging transadtigtuding gain from the sale or
disposition of such a transaction, that is cleatgntified as a hedging transaction as specifiatiénCode will not constitute gross income and
thus will be exempt from the 75% and 95% Grossimed ests. The term "hedging transaction," as uséuki prior sentence, generally means
any transaction we enter into in the normal coofsaur business primarily to manage risk of (agiest rate changes or fluctuations with
respect to borrowings made or to be made by usduige or carry real estate-related assets, ccybyency fluctuations with respect to an item
of qualifying income under the 75% or 95% Grosme Test. To the extent that we do not properiptifiesuch transactions as hedges or we
hedge with other types of financial instruments, ittcome from those transactions is likely to leated as non-qualifying income for purposes
of the Gross Income Tests. We intend to structoyeheedging transactions in a manner that doeseopigirdize our qualification as a REIT.

Foreign Currency Gain. From time to time we may acquire non-U.S. invesits. These investments could cause us to inceigh
currency gains or losses. Any foreign currency giaie recognize that are attributable to specifeetts or items of qualifying income or gain
for purposes of the 75% or 95% Gross Income Tastmgdly will not constitute gross income for purpe®f the applicable test, and therefore
will be exempt from such test, provided we do redldn or engage in substantial and regular tradirgh securities.

Rents from Real Property.Income attributable to a lease of real propefitygenerally qualify as "rents from real propgrtunder the
75% and 95% Gross Income Test if such lease isctsg as a true lease for U.S. federal income ugpgses (see "— Characterization of
Property Leases") and subject to the rules disclisskw.

Rent from a particular tenant will notadjty if we, or an owner of 10% or more of our stpdirectly or indirectly, owns 10% or more of
the voting stock or the total number of sharesllaflasses of stock in, or 10% or more of the assemnet profits of, the tenant (subject to
certain exceptions). In addition to the 9.8% owhgrsestrictions contained in our charter descriabdve under "— Share Ownership Tests,"
our charter prohibits the transfer or ownershipwf stock if such transfer or ownership would resubur owning, directly or indirectly, more
than 9.8% of the ownership interests in any tepasubtenant.

The portion of rent attributable to perabproperty rented in connection with real propevill not qualify, unless the portion attributable
to personal property is 15% or less of the totat received under, or in connection with, the lease

Generally, rent will not qualify if it isased in whole, or in part, on the income or psaidf any person from the underlying property.
However, rent will not fail to qualify if it is b&sl on a fixed percentage (or designated varyinggomeages) of receipts or sales, including
amounts above a base amount so long as the basmtiséixed at the time the lease is entered ithte provisions are in accordance with
normal business practice and the arrangement iamitdirect method for basing rent on income ofifs.

If a REIT operates or manages a propartyrnishes or renders certain "impermissible ises’ to the tenants at the property, and the
income derived from the services exceeds 1% ofdta amount received by that REIT with respedhit® property, then no amount receivec
the REIT with respect to the property will qualdg "rents from real property.” Impermissible seegiare services other than services "usually
or customarily rendered" in connection with theta¢of real property and not otherwise consideretidered to the occupant." For these
purposes, the income that a REIT is considereddeive from the provision of "impermissible sergitwill not be less than 150% of the cost
of providing the service. If the amount so receiiei!% or less of the total amount received by itk vespect to the property, then only the
income from the impermissible services will not lifyaas
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“rents from real property." However, this rule gexlly will not apply if such services are providedtenants through an independent contractor
from whom we derive no revenue, or though a TRS.

Amounts received as rent from a TRS ateecluded from rents from real property by reasbthe related party rules described above,
if the activities of the TRS and the nature of pheperties it leases meet certain requirements.TR&s will pay regular corporate rates on any
income they earn. In addition, the TRS rules lith& deductibility of interest paid or accrued bR to its parent REIT to assure that the TRS
is subject to an appropriate level of corporatatiax. Further, the rules impose a 100% excis®tattansactions between a TRS and its parent
REIT or the REIT's tenants whose terms are notnoarm's-length basis.

Prohibited Transaction Income.Any gain that we realize on the sale of anta&tber than foreclosure property) held as inventy
otherwise held primarily for sale to customershia ordinary course of business, either directlihoough any subsidiary partnership or by a
borrower that has issued a shared appreciatiorgagetor similar debt instrument to us, will be teglaas income from a prohibited transaction
that is subject to a 100% penalty tax, unless tes@e harbor exceptions apply. This prohibiteshéaction income may also adversely affect
our ability to satisfy the Gross Income Tests. Uralasting law, whether an asset is held as inwgrdo primarily for sale to customers in the
ordinary course of a trade or business is a quesfifact that depends on all the facts and cir¢antes surrounding the particular transaction.
We intend to conduct our operations so that notasseed by us will be held as inventory or primafibr sale to customers, and that a sale of
any assets owned by us will not be in the ordimayrse of business. However, the IRS may succégsfumtend that some or all of the sales
made by us, our subsidiary partnerships, or byreol@r that has issued a shared appreciation ngetgasimilar debt instrument to us are
prohibited transactions. We would be required tp the 100% penalty tax on our allocable share efghins resulting from any such sales. The
100% tax will not apply to gains from the sale s$ets that are held through a TRS, although swadhia will be subject to tax at regular U.S.
federal corporate income tax rates.

Foreclosure Property. Foreclosure property is real property and aarg@nal property incident to such real propertyttfa} is acquired
by a REIT as a result of the REIT having bid onphaperty at foreclosure or having otherwise redube property to ownership or possession
by agreement or process of law after there wadaulidor default was imminent) on a lease of theperty or a mortgage loan held by the
REIT and secured by the property, (b) for whichrilated loan or lease was acquired by the REH&tmhe when default was not imminent or
anticipated, and (c) for which such REIT makesappr election to treat the property as forecloguoperty. REITs generally are subject to tax
at the maximum U.S. federal corporate tax rateréeuly 35%) on any net income from foreclosure ety including any gain from the
disposition of the foreclosure property, other tirmome that would otherwise be qualifying incoroegurposes of the 75% Gross Income
Test. Any gain from the sale of property for whickoreclosure property election has been madenwilbe subject to the 100% tax on gains
from prohibited transactions described above, é@viire property would otherwise constitute invemntor dealer property in the hands of the
selling REIT. If we believe we will receive any oroe from foreclosure property that is not qualifyincome for purposes of the 75% Gross
Income Test, we intend to elect to treat the relp®perty as foreclosure property.

Failure to Satisfy the Gross Income Test#f we fail to satisfy either the 75% Gross Imo®or 95% Gross Income Tests for any taxable
year, we may retain our qualification as a REITdoch year if we satisfy the IRS that the failure was due to reasonable cause and nabdue
willful neglect, (b) we attach to our return a sgke describing the nature and amount of each é@eaur gross income, and (c) any incorrect
information on such schedule was not due to fraitd intent to evade U.S. federal income tax. I&ttelief provision is available, we would
remain subject to tax equal to the greater of theumt by which we failed the 75% Gross Income DBeshe 95% Gross Income Test, as
applicable, multiplied by a fraction meant to refleur profitability.
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Annual Distribution Requirement:

In addition to the other tests describbdve, we are required to distribute dividendsdpthan capital gain dividends) to our
stockholders each year in an amount at least égulé excess of: (a) the sum of: (i) 90% of oulRtaxable income (determined without
regard to the deduction for dividends paid andmlugling any net capital gain); and (ii) 90% of thet income (after tax) from foreclosure
property; less (b) the sum of some types of itefmea-cash income. Whether sufficient amounts Heeen distributed is based on amounts
paid in the taxable year to which they relate nathie following taxable year if we: (a) declarediddend before the due date of our tax return
(including extensions); (b) distribute the dividenihin the 12-month period following the closetbé taxable year (and not later than the date
of the first regular dividend payment made afteshsdeclaration); and (c) file an election with ¢ax return. Additionally, dividends that we
declare in October, November or December in a gjsesr payable to stockholders of record in any saohth will be treated as having been
paid on December 31 of that year so long as thidelins are actually paid during January of thedfeihg year. In order for distributions to be
counted as satisfying the annual distribution resuents for REITs, and to provide us with a REelgax deduction, the distributions must
not be "preferential dividends." A dividend is @mopreferential dividend if the distribution is (&p rata among all outstanding shares of stock
within a particular class, and (b) in accordancénhie preferences among different classes of sisdet forth in our organizational
documents. If we fail to meet the annual distribntiequirements as a result of an adjustment tdJosr federal income tax return by the IRS,
or under certain other circumstances, we may dwédilure by paying a "deficiency dividend" (plosnalties and interest to the IRS) within a
specified period.

If we do not distribute 100% of our REBKxable income, we will be subject to U.S. fedarabme tax on the undistributed portion. We
also will be subject to an excise tax if we failctarrently distribute sufficient income. In orderrhake the "required distribution" with respec
a calendar year and avoid the excise tax, we nisisitaite the sum of (a) 85% of our REIT ordinamgame for the calendar year, (b) 95% of
our REIT capital gain net income for the calendgary and (c) the excess, if any, of the grosseggpired distribution (as defined in the Co
for the preceding calendar year over the distridhatimount for that preceding calendar year. Anysxtax liability would be equal to 4% of t
difference between the amount required to be isteid and the amount actually distributed and waolthe deductible by us.

We intend to pay sufficient dividends legear to satisfy the annual distribution requirateeand avoid U.S. federal income and excise
taxes on our earnings; however, it may not alwaypdssible to do so. It is possible that we mayhaoe sufficient cash or other liquid assets
to meet the annual distribution requirements duestaccounting rules and other timing differen€@ther potential sources of n@ash taxabl
income include:

. "residual interests" in REMICs or TMPs;

. loans or mortgage-backed securities held as atbesdtare issued at a discount and require the alcofuaxable economic
interest in advance of receipt in cash; and

. loans on which the borrower is permitted to destcpayments of interest, distressed loans on whéchhay be required to
accrue taxable interest income even though theotvairis unable to make current servicing paymentsagh, and debt securit
purchased at a discount.

We will closely monitor the relationstiptween our REIT taxable income and cash flow,indcessary to comply with the annual
distribution requirements, will attempt to borrounfis to fully provide the necessary cash flow quag dividends in the form of taxable in-
kind distributions of property, including taxabt®sk dividends.
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Phantom Income

Due to the nature of the assets in whietwill invest, we may be required to recognizeatai® income from those assets in advance of
our receipt of cash flow on or proceeds from digpms of such assets, and may be required to réprable income in early periods that
exceeds the economic income ultimately realizedumh assets.

We may acquire debt instruments in tlewsdary market for less than their face amount.ameunt of such discount generally will be
treated as "market discount” for U.S. federal inedax purposes. We expect to accrue market disaoutite basis of a constant yield to
maturity of a debt instrument. Accrued market digtdds reported as income when, and to the extextt any payment of principal of the debt
instrument is made, unless we elect to includeusttmarket discount in income as it accrues. Rraig@gayments on certain loans are made
monthly, and consequently accrued market discowayt Imave to be included in income each month deeiffebt instrument were assured of
ultimately being collected in full. If we colleatds on the debt instrument than our purchase plisethe market discount we had previously
reported as income, we may not be able to bemefit fany offsetting loss deductions in a subseqizeatble year.

Some of the mortgadacked securities that we acquire may have beaadssith original issue discount. In general, w# ké requirec
to accrue original issue discount based on thetanhgield to maturity of the mortgage-backed siigs; and to treat it as taxable income in
accordance with applicable U.S. federal incometides even though smaller or no cash paymentsasved on such debt instrument. As in
the case of the market discount discussed in theepding paragraph, the constant yield in questitirbesrdetermined and we will be taxed
based on the assumption that all future paymergsodumortgage-backed securities in question wilniaele, with consequences similar to
those described in the previous paragraph if alirgnts on the mortgage-backed securities are ndema

We may acquire distressed debt investshiatt are subsequently modified by agreement tétborrower. If the amendments to the
outstanding debt are "significant modificationstenthe applicable Treasury Regulations, the medifiebt may be considered to have been
reissued to us in a debt-for-debt exchange wittbtiteower. In that event, we may be required togeize taxable income to the extent the
issue price (generally, the principal amount) & thodified debt exceeds our adjusted tax baskeimbhmodified debt, and would hold the
modified loan with a cost basis equal to its isgtiee for U.S. federal tax purposes.

In addition, if any debt instruments conigage-backed securities we acquire are delinqaeetd mandatory principal and interest
payments, or in the event payments with respeatparticular debt instrument are not made whenwaanay nonetheless be required to
continue to recognize the unpaid interest as taxiglome. Similarly, we may be required to accnierest income with respect to subordinate
mortgage-backed securities at the stated ratediegarof whether corresponding cash payments eeéves.

Due to each of these potential timinded#nces between income recognition or expensectiediand the related cash receipts or
disbursements, there is a significant risk thatway have substantial taxable income in excessdf agailable for distribution. In that event,
we may need to borrow funds or take other actiosatisfy the REIT distribution requirements for tagable year in which this "phantom
income" is recognized. See "— Annual Distributioegf@irements.”

Failure to Qualify

If we fail to qualify, for U.S. federaléome tax purposes, as a REIT in any taxable yeamay be eligible for relief provisions if the
failures are due to reasonable cause and not inikfglect and if a penalty tax is paid with resgeatach failure to satisfy the applicable
requirements. If the applicable relief provisioms aot available or cannot be met, we will not beedo deduct our dividends and will
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be subject to U.S. federal income tax (including applicable alternative minimum tax) on our taxainlcome at regular corporate rates,
thereby reducing cash available for distributidnssuch event, all distributions to stockholdeostfte extent of our current and accumulated
earnings and profits) will be taxable as ordinargdnd income. This "double taxation" results froor failure to qualify as a REIT. Unless
entitled to relief under specific statutory prowiss, we will not be eligible to elect REIT qualdiion for the four taxable years following the
year during which qualification was lo:

Recordkeeping Requiremen

We are required to maintain records aggiest on an annual basis information from spet#teckholders. These requirements are
designed to assist us in determining the actuakosinp of our outstanding stock and maintainingoualification as a REIT.

Taxable Mortgage Pools

An entity, or a portion of an entity, miag classified as a TMP under the Code if:

. substantially all of its assets consist of debtgattions or interests in debt obligations;

. more than 50% of those debt obligations are rdatesnortgages or interests in real estate mortgagef specified testir
dates;

. the entity has issued debt obligations that hawvedmmore maturities; and

. the payments required to be made by the entitgpdion of an entity, on its debt obligations "bearelationship” to th

payments it will receive on the debt obligationattit holds as assets.

Under Treasury Regulations, if less tB@#o of the assets of an entity (or a portion oéatity) consist of debt obligations, these debt
obligations are considered not to compose "suliathnall” of its assets, and therefore the entityuld not be treated as a TMP. We may enter
into financing and securitization arrangements giv rise to TMPs. Specifically, we may securitimertgage-backed securities or mortgage
loans that we acquire and, as a result, we mayiotgrests in a TMP. To the extent that we do somag enter into such transactions throu
qualified REIT subsidiary. We would be precludeghfrselling to outside investors equity interestsunh securitizations or from selling any
debt securities issued in connection with such ri&zations that might be considered equity for Lf&tleral income tax purposes in order to
ensure that such entity remains a qualified REs&liary.

A TMP generally is treated as a corporafor U.S. federal income tax purposes, and it matybe included in any consolidated U.S.
federal corporate income tax return. However, speales apply to a REIT, a portion of a REIT, ajualified REIT subsidiary that is a TMP.
If a REIT owns 100% of the equity interests in TP, either directly or indirectly through one oore qualified REIT subsidiaries or other
entities that are disregarded as a separate éntity.S. federal income tax purposes, the TMP hdélla qualified REIT subsidiary and,
therefore, ignored as an entity separate from t8E Ror U.S. federal income tax purposes and wawtigenerally affect the tax qualification
of the REIT. Rather, except as described belowgctimsequences of the TMP classification would gahebe limited to the REIT's
stockholders. See "— Excess Inclusion Income."

If we own less than 100% of the ownershiprests in a subsidiary that is a TMP, the foieg rules would not apply. Rather, the
subsidiary would be treated as a corporation f@. federal income tax purposes, and would be sutgdd.S. federal corporate income tax. In
addition, this characterization would alter our REiicome and asset test calculations and couldradlyeaffect our compliance with those
requirements. We do not expect that we would fong subsidiary that would become a TMP, in whichamen some, but less than all, of the
ownership interests, and we intend to
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monitor the structure of any TMPs in which we hawenterest to ensure that they will not adverséigct our qualification as a REIT.
Excess Inclusion Income

Pursuant to IRS guidance, a REIT's extedgsion income, including any excess inclusiocoime from a residual interest in a REMIC,
must be allocated among its stockholders in pragotb dividends paid. The REIT is required to fiositockholders of the amount of "excess
inclusion income" allocated to them. A stockholglastiare of excess inclusion income:

. cannot be offset by any net operating losses oikeravailable to the stockholder;

. is subject to tax as UBTI in the hands of most $ypkstockholders that are otherwise generally gtdrom U.S. federal inconr
tax; and

. results in the application of U.S. federal incore Wwithholding at the maximum rate (30%), withoedluction for any otherwise

applicable income tax treaty or other exemptiorthextent allocable to most types of foreign lshadders.

See "— Federal Income Taxation of U.®cBholders." Pursuant to IRS guidance, to the attext excess inclusion income is allocated
to a tax-exempt stockholder of a REIT that is ndtjsct to unrelated business taxable income (ss@government entity or charitable
remainder trust), the REIT may be subject to taxhimincome at the highest applicable corporateate (currently 35%). In that case, the
REIT could reduce distributions to such stockhadd®y the amount of such tax paid by the REIT atteble to such stockholder's ownership.
Treasury Regulations provide that such a redudtiatistributions does not give rise to a prefer@ndividend that could adversely affect the
REIT's compliance with its distribution requiremernbee "— REIT Qualification Tests — Annual Distiion Requirements.” The manner in
which excess inclusion income is calculated, orleidne allocated to stockholders, including allomasi among shares of different classes of
stock, is not clear under current law. As requibgdRS guidance, we intend to make such deterntinatiising a reasonable method. Tax-
exempt investors, foreign investors and taxpayetts met operating losses should carefully considertax consequences described above, anc
are urged to consult their tax advisors.

Characterization of Property Leases

We may purchase either new or existirapprties and lease them to tenants. Our abilit}aion certain tax benefits associated with
ownership of these properties, such as deprecjationld depend on a determination that the leasweséctions are true leases, under which we
would be the owner of the leased property for fe8eral income tax purposes, rather than a comditisale of the property or a financing
transaction. A determination by the IRS that werarethe owner of any properties for U.S. fedemabime tax purposes may have adverse
consequences to us, such as the denial of depoecdEductions (which could affect the determinatd our REIT taxable income subject to
the distribution requirements) or the aggregatee/alf our assets invested in real estate (whicldaffect REIT asset testing).

Taxation of U.S. Stockholders

Taxation of Taxable U.S. Stockholders. As long as we qualify as a REIi$tributions paid to our U.S. stockholders outwfrent or
accumulated earnings and profits (and not desigregecapital gain dividends or, for taxable ye&gitming before January 1, 2013, qualified
dividend income) will be ordinary income. Generaftyr purposes of this discussion, a "U.S. Stocttedlis a person (other than a partnership
or entity treated as a partnership for U.S. fede@me tax purposes) that is, for U.S. federabime tax purposes:

. an individual citizen or resident of the United t8tafor U.S. federal income tax purposes;
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. a corporation, or other entity taxable as a cornpamacreated or organized in or under the lawthefUnited States, any state
thereof or the District of Columbia;

. an estate the income of which is subject to U.@eifal income taxation regardless of its source; or

. a trust if (a) a court within the United Stateslide to exercise primary supervision over its adstriation and one or more U.S.
persons have the authority to control all subsshudicisions of the trust, or (b) the trust haslédwelection in effect under
current Treasury Regulations to be treated as ap&iSon.

If a partnership or entity treated asagrnership for U.S. federal income tax purposed$iolr common stock, the U.S. federal income
tax treatment of a partner generally will dependrufhe status of the partner and the activitiethefpartnership. A partner of a partnership
holding our common stock should consult its owndexisor regarding the U.S. federal income tax equences to the partner of the
acquisition, ownership and disposition of our stbgkhe partnership.

Distributions in excess of current andwuamulated earnings and profits are treated first tasx-deferred return of capital to the U.S.
Stockholder, reducing the U.S. Stockholder's tasishia his or her common stock by the amount ohdlistribution, and then as capital gain.
Because our earnings and profits are reduced fmedition and other non-cash items, it is posslhsé a portion of each distribution will
constitute a tax-deferred return of capital. Additilly, because distributions in excess of earnargsprofits reduce the U.S. Stockholder's
basis in our stock, this will increase the stockledk gain on any subsequent sale of the stock.

Distributions that are designated astehgain dividends will be taxed as long-term calpjain to the extent they do not exceed our
actual net capital gain for the taxable year, withr@gard to the period for which the U.S. Stockieolthat receives such distribution has hel
stock. However, corporate stockholders may be redub treat up to 20% of some types of capitah gidtidends as ordinary income. We also
may decide to retain, rather than distribute, @traapital gain and pay any tax thereon. In sustaites, U.S. Stockholders would include 1
proportionate shares of such gain in income as-teng capital gain, receive a credit on their nesufior their proportionate share of our tax
payments, and increase the tax basis of their slodirgtock by the after-tax amount of such gain.

With respect to U.S. Stockholders whotaxed at the rates applicable to individuals téo@able years beginning before January 1, 2013,
we may elect to designate a portion of our distitns paid to such U.S. Stockholders as "qualifiaddend income.” A portion of a
distribution that is properly designated as quadifiividend income is taxable to non-corporate StSckholders as capital gain, provided that
the U.S. Stockholder has held the common stock regpect to which the distribution is made for mitwen 60 days during the 121 day period
beginning on the date that is 60 days before tie @awhich such common stock became ex-dividetid rgspect to the relevant distribution.
The maximum amount of our distributions eligibleb designated as qualified dividend income faxalble year is equal to the sum of:

(@) the qualified dividend incomee®ed by us during such taxable year from C corpama (including any TRSs);

(b) the excess of any "undistributB&IT taxable income recognized during the immedygpreceding year over the U.S.
federal income tax paid by us with respect to awrdistributed REIT taxable income; and

(c) the excess of any income recogphiduring the immediately preceding year attribletad the sale of a built-in-gain asset
that was acquired in a carry-over basis transadtmn a non-REIT corporation or had appreciatethattime our REIT election became
effective over the U.S. federal income tax paidubywith respect to such built in gain.
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Generally, dividends that we receive Wwéltreated as qualified dividend income for pugsosf (a) above if the dividends are received
from a regular, domestic C corporation, such asT@R$s, and specified holding period and other megqouénts are met.

Dividend income is characterized as "jodict" income under the passive loss rules and octhae offset by a stockholder's current or
suspended passive losses. Corporate stockholdemstozlaim the dividends-received deduction forhsdividends unless we lose our REIT
qualification. Although U.S. Stockholders generaliyl recognize taxable income in the year thatsribution is received, any distribution we
declare in October, November or December of any ged is payable to a U.S. Stockholder of recora gpecific date in any such month will
be treated as both paid by us and received by t8e&tockholder on December 31 of the year it wadaded even if paid by us during January
of the following calendar year. Because we areangass-through entity for U.S. federal income tasppses, U.S. Stockholders may not use
any of our operating or capital losses to redued tax liabilities.

We have the ability to declare a larggipo of a dividend in shares of our stock. As l@sga portion of such dividend is paid in cash
(which portion can be as low as 10% for a REITxalde years ending on or before December 31, 28idd ertain requirements are met, the
entire distribution will be treated as a dividend ).S. federal income tax purposes. As a resu§, Stockholders will be taxed on 100% of the
dividend in the same manner as a cash dividendh, gnigh most of the dividend was paid in sharesuofstock. In general, any dividend on
shares of our preferred stock will be taxable ds/@end, regardless of whether any portion is paistock.

In general, the sale of our common stoekl for more than 12 months will produce long-texapital gain or loss. All other sales will
produce short-term gain or loss. In each casegaireor loss is equal to the difference betweeratheunt of cash and fair market value of any
property received from the sale and the U.S. Stolddr's basis in the common stock sold. Howevey,lass from a sale or exchange of
common stock by a U.S. Stockholder who has heltl stack for six months or less generally will beatied as a long-term capital loss, to the
extent that the U.S. Stockholder treated our distidns as long-term capital gain. The use of ehpisses is subject to limitations.

If excess inclusion income from a REMESidual interest is allocated to any stockholdet ihcome will be taxable in the hands of the
stockholder and would not be offset by any net afey losses of the stockholder that would othesvbie available. As required by IRS
guidance, we intend to notify our stockholders ffcation of a dividend paid by us is attributaldesikcess inclusion income.

We will report to our U.S. Stockholdergldo the IRS the amount of dividends paid duriaghecalendar year, and the amount (if any) of
U.S. federal income tax we withhold. A stockholdey be subject to backup withholding with respedlividends paid unless such
stockholder: (a) is a corporation or comes withtimeo exempt categories; or (b) provides us witkx@ayer identification number, certifies as
no loss of exemption, and otherwise complies wliaable requirements. A stockholder that doespnotide us with its correct taxpayer
identification number also may be subject to péasimposed by the IRS. Any amount paid as backitighelding can be credited against the
stockholder's U.S. federal income tax liability dddition, we may be required to withhold a portedrdistributions made to any stockholders
who fail to certify their non-foreign status to Bee the "— Taxation of Non-U.S. Stockholders" iporof this section.

For taxable years beginning before JaniaP013, the maximum tax rate applicable to ifdligls and certain other noncorporate
taxpayers on net capital gain recognized on thee@abther disposition of shares has been reduoced 20% to 15%, and the maximum
marginal tax rate payable by them on dividendsiveckfrom corporations that are subject to a caplevel of tax has been reduced. Except
in limited circumstances, as discussed aboveétisced tax rate will not apply to dividends payous.
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Certain U.S. Stockholders who are indieild, estates or trusts must pay a 3.8% tax onpgrother things, dividends on and capital
gains from the sale or other disposition of shafestock for taxable years beginning after Decen®igr2012. U.S. Stockholders should con
their tax advisors regarding the effect, if anytho legislation on their ownership and dispositad shares of our common stock.

Taxation of Tax-Exempt Stockholderd).S. tax-exempt entities, including qualified@oyee pension and profit sharing trusts and
individual retirement accounts, generally are exefrgm U.S. federal income taxation. However, tlaeg subject to taxation on their UBTI.
While many investments in real estate may gen&sBfEl, the IRS has ruled that dividend distributidram a REIT to a tax-exempt entity do
not constitute UBTI. Based on that ruling, our disitions to a U.S. Stockholder that is a domestieexempt entity should not constitute UE
unless such U.S. Stockholder borrows funds (orretise incurs acquisition indebtedness within thexmieg of the Code) to acquire its
common stock, or the common stock are otherwisd imsan unrelated trade or business of the tax-gxemtity. Furthermore, part or all of the
income or gain recognized with respect to our stuelk by certain domestic tax-exempt entities idirig social clubs, voluntary employee
benefit associations, supplemental unemploymenrgfiterusts and qualified group legal service pléadsof which are exempt from U.S.
federal income taxation under Sections 501(c)@),((L7) or (20) of the Code), may be treated agUB

Special rules apply to the ownership BI Rshares by some tax-exempt pension trusts. vaeld be "closely held" (discussed above
with respect to the share ownership tests) bedtesgtock held by tax-exempt pension trusts wasedkeas being held by the trusts rather than
by their respective beneficiaries, taxempt pension trusts owning more than 10% by velweir stock may be required to treat a percendd
our dividends as UBTI. This rule applies if: (a)edst one tax-exempt pension trust owns more 268t by value of our shares; or (b) one or
more tax-exempt pension trusts (each owning mare 9% by value of our shares) hold in the aggeegedre than 50% by value of our
shares. The percentage treated as UBTI is our grosme (less direct expenses) derived from anlatee trade or business (determined as if
we were a tax-exempt pension trust) divided bygross income from all sources (less direct expdnHdhis percentage is less than 5%,
however, none of the dividends will be treated 871U Because of the restrictions in our charteraréeigng the ownership concentration of our
common stock, we believe that a tax-exempt pertsiat should not become subject to these rules.gvew because our common stock may
become publicly traded, we can give no assuranteisf

Prospective tax-exempt purchasers showutgult their own tax advisors and financial plasres to the applicability of these rules and
consequences to their particular circumstances.

Backup Withholding and Information Repagt  We will report to our U.S. Stockholders and BR& the amount of dividends paid
during each calendar year and the amount of anwitétheld. Under the backup withholding rules, &UStockholder may be subject to bac
withholding at the current rate of 28% with respeatlividends paid, unless the U.S. Stockholdeis(@)corporation or comes within other
exempt categories and, when required, demonstistefact, or (b) provides a taxpayer identificatimumber or social security number,
certifies under penalties of perjury that such nanib correct and that such U.S. Stockholder issnbject to backup withholding and otherv
complies with applicable requirements of the backithbholding rules. A U.S. Stockholder that doe$ mimvide his or her correct taxpayer
identification number or social security number nadégo be subject to penalties imposed by the IR&dHition, we may be required to
withhold a portion of capital gain distributionany U.S. Stockholder who fails to certify its nardign status.

Backup withholding is not an additionak.t Any amounts withheld under the backup withhaddiules may be allowed as a refund or a
credit against such U.S. Stockholder's U.S. fedecalime tax liability, provided the required infoation is furnished to the IRS.
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For taxable years beginning after Decam3fie 2013, a U.S. withholding tax at a 30% ratt lné imposed on dividends and, after
December 31, 2014, proceeds of sale in respeatraf@ammon stock received by U.S. Stockholders who their stock through foreign
accounts or foreign intermediaries if certain disare requirements related to U.S. accounts or shipeare not satisfied. We will not pay any
additional amounts in respect to any amounts withhe

Taxation of Non-U.S. Stockholders

General. The rules governing the U.S. federal incomatiax of Non-U.S. Stockholders are complex, anduah, only a summary of
such rules is provided in this prospectus. Non-lh@&stors should consult with their own tax adwésand financial planners to determine the
impact that U.S. federal, state and local incomeotasimilar laws will have on such investors agsult of an investment in our REIT. A "Non-
U.S. Stockholder" means a person (other than a@atip or entity treated as a partnership for f&&eral income tax purposes) that is not a
U.S. Stockholder.

Distributions — In General. Distributions paid by us that are not attrililéato gain from our sales or exchanges of U.S.mexperty
interests, or "USRPIs," and not designated by usp#al gain dividends will be treated as dividewod ordinary income to the extent that they
are made out of our current or accumulated earranggrofits. Such dividends to Non-U.S. Stockhrddwdinarily will be subject to a
withholding tax equal to 30% of the gross amourthefdividend unless an applicable tax treaty redur eliminates that tax. Under some
treaties, however, lower rates generally applicébkdividends do not apply to dividends from REIFsncome from the investment in the
common stock is treated as effectively connectet thie Non-U.S. Stockholder's conduct of a U.Sldrar business, the Ndn-S. Stockholde
generally will be subject to a tax at the graduatgds applicable to ordinary income, in the saraemar as U.S. stockholders are taxed with
respect to such dividends (and also may be sutmeébe 30% branch profits tax in the case of aldtoler that is a foreign corporation that is
not entitled to any treaty exemption). In geneadn-U.S. Stockholders will not be considered teehgaged in a U.S. trade or business solely
as a result of their ownership of our stock. Divide in excess of our current and accumulated egsrand profits will not be taxable to a
stockholder to the extent they do not exceed thgstetl basis of the stockholder's shares. Insthag,will reduce the adjusted basis of such
shares. To the extent that such dividends exceeddjusted basis of a Non-U.S. Stockholder's shdreg will give rise to tax liability if the
Non-U.S. Stockholder would otherwise be subject todaxany gain from the sale or disposition of hiarelk, as described in the "Sales of
Shares" portion of this Section below.

Distributions Attributable to Sale or Evenge of Real Property. Pursuant to the Foreign Investment in Real éntgprax Act of 1980,
or "FIRPTA," distributions that are attributablegain from our sales or exchanges of USRPIs willaxed to a Non-U.S. Stockholder as if
such gain were effectively connected with a U.&déror business. Non-U.S. Stockholders would tleusiked at the normal capital gain rates
applicable to U.S. Stockholders, and would be silieapplicable alternative minimum tax and a sgdesdternative minimum tax in the case
nonresident alien individuals. For these purpoegiever, a distribution is not attributable to glxom sales or exchanges by us of a USRPI if
we held the underlying asset solely as a crediltrpugh the holding of a shared appreciation namggoan, for example, would not be solely
as a creditor. Also, such dividends may be sultfgeat30% branch profits tax in the hands of a caigoNon-U.S. Stockholder not entitled to
any treaty exemption. However, generally, purstafiRPTA, a capital gain dividend from a REIT @t treated as effectively connected
income for a Non-U.S. Stockholder if (a) the distition is received with respect to a class of stbek is regularly traded on an established
securities market located in the United States,(Bjpthe Non-U.S. Stockholder does not own more B of the class of stock at any time
during the one year period ending on the date df slistribution. Distributions that qualify for hexception are subject to withholding tax in
the manner described above as dividends of ordinapme. We anticipate that our shares will be Utady traded" on an established securi
market, although, no assurance can be given tizawith be the case.
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U.S. Federal Income Tax Withholding ostBibutions. For U.S. federal income tax withholding purpgsee will generally withhold
tax at the rate of 30% on the amount of any distiiim (other than distributions designated as ehp#in dividends) made to a Non-U.S.
Stockholder, unless the Non-U.S. Stockholder prewids with appropriate documentation (a) evidenttiagsuch Non-U.S. Stockholder is
eligible for an exemption or reduced rate undeapplicable income tax treaty, generally an IRS F@Ya8BEN (in which case we will
withhold at the lower treaty rate), or (b) claimitigt the dividend is effectively connected witk thonU.S. Stockholder's conduct of a trad
business within the U.S., generally an IRS Form BGB(in which case we will not withhold tax). Weeaalso generally required to withhold
tax at the rate of 35% on the portion of any dindi¢o a Non-U.S. Stockholder that is or could bsigieated by us as a capital gain dividend, to
the extent attributable to gain on a sale or exghaf an interest in U.S. real property. Such wetbramounts of tax do not represent actual tax
liabilities, but rather, represent payments in eespf those tax liabilities described in the pring two paragraphs. Therefore, such withheld
amounts are creditable by the Non-U.S. Stockhaldainst its actual U.S. federal income tax liailefif including those described in the
preceding two paragraphs. The Non-U.S. Stockhalaerd be entitled to a refund of any amounts wittitie excess of such Non-U.S.
Stockholder's actual U.S. federal income tax liied, providedthat the Non-U.S. Stockholder files applicable mesuor refund claims with the
IRS.

Sales of Shares. Gain recognized by a Non-U.S. Stockholder upsale of shares generally will not be subject 8. federal income
taxation,providedthat: (a) such gain is not effectively connectethwiie conduct by such Non-U.S. Stockholder okddror business within
the U.S., (b) the Non-U.S. Stockholder is an indlinl and is not present in the U.S. for 183 daysare during the taxable year and certain
other conditions apply, and (c) (i) our REIT is hdestically controlled," which generally means tleas than 50% in value of our shares
continues to be held directly or indirectly by figne persons during a continuous five year periadirggnon the date of disposition or, if shorter,
during the entire period of our existence, ordiily common stock is "regularly traded" on an establd securities market and the selling Non-
U.S. Stockholder has not held more than 5% of etstanding common stock at any time during the-figar period ending on the date of the
sale.

We cannot assure you that we will quadiy"domestically controlled". If we were not domiegdly controlled, a Non-U.S. Stockholder's
sale of common stock would be subject to tax, unllke common stock was regularly traded on an ksttield securities market and the selling
Non-U.S. Stockholder has not directly, or indirectiyyned during the five-year period ending on theddtsale more than 5% in value of our
common stock. We anticipate that our common stoitllkbe "regularly traded" on an established markéthough, no assurance can be given
that this will be the case. If the gain on the gdlshares were to be subject to taxation, the Ndh-Stockholder would be subject to the same
treatment as U.S. Stockholders with respect to gadah, and the purchaser of such common stock raagdpuired to withhold 10% of the grc
purchase price.

If the proceeds of a disposition of conmnstock are paid by or through a U.S. office ofekbr-dealer, the payment is generally subject
to information reporting and to backup withholdimngless the disposing Non-U.S. Stockholder certdig$o its name, address and non-U.S.
status or otherwise establishes an exemption. Géyead.S. information reporting and backup withttiolg will not apply to a payment of
disposition proceeds if the payment is made out$idd).S. through a foreign office of a foreign keo-dealer. Under Treasury Regulations, if
the proceeds from a disposition of common stocH paor through a foreign office of a U.S. brokesater or a non-U.S. office of a foreign
broker-dealer that is (a) a "controlled foreignpmration" for U.S. federal income tax purposes alperson 50% or more of whose gross
income from all sources for a three-year period eféectively connected with a U.S. trade or businés) a foreign partnership with one or
more partners who are U.S. persons and who, iaggesgate, hold more than 50% of the income oit&lapterest in the partnership, or (d) a
foreign partnership engaged in the conduct of@etia business in the U.S., then (x) backup witthingl will not apply unless the broker-dealer
has actual knowledge that the owner is not a Ndh-Btockholder, and (y) information reporting widit apply if the Non-U.S. Stockholder
certifies
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its non-U.S. status and further certifies thaii$ Imot been, and at the time the certificate isi$hed reasonably expects not to be, present in the
U.S. for a period aggregating 183 days or morengueiach calendar year to which the certificationgies. Prospective foreign purchasers
should consult their tax advisors and financiahpkrs concerning these rules.

With respect to payments made after Déezr1, 2013, a withholding tax of 30% will be inged on dividends from, and, after
December 31, 2014, the gross proceeds of a digposit, our common stock paid to certain foreigtiteas unless various information
reporting requirements are satisfied. Such withingldax will generally apply to non-U.S. financiaktitutions, which is generally defined for
this purpose as any ndhS. entity that (a) accepts deposits in the orgicaurse of a banking or similar business, (Brigaged in the busine
of holding financial assets for the account of asher (c) is engaged or holds itself out as beingaged primarily in the business of investing,
reinvesting, or trading in securities, partnershiprests, commaodities, or any interest in suclketasdon-U.S. Stockholders are encouraged to
consult their tax advisors regarding the implicasiof this legislation on their investment in oomomon stock.

Other Tax Considerations

State, Local and Foreign TaxesWe and you may be subject to state, local @i taxation in various jurisdictions, includititpse ir
which we transact business or reside. Our and state, local and foreign tax treatment may not @onfto the U.S. federal income tax
consequences discussed above. Any foreign taxes@ucby us would not pass through to stockholdsra credit against their U.S. federal
income tax liability. You should consult your owaxtadvisors and financial planners regarding tfecebf state, local and foreign tax laws on
an investment in the common stock.

Legislative Proposals. You should recognize that our and your preke8t federal income tax treatment may be modified b
legislative, judicial or administrative actionsaatty time, which may be retroactive in effect. Thkes dealing with U.S. federal income taxation
are constantly under review by Congress, the IRBtla@ Treasury Department, and statutory changegksis promulgation of new
regulations, revisions to existing statutes, amisesl interpretations of established concepts oftequently. We are not currently aware of any
pending legislation that would materially affect @u your taxation as described in this prospectas: should, however, consult your advisors
concerning the status of legislative proposals ity pertain to a purchase of our common stock.
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UNDERWRITING

Subject to the terms and conditions eghfin an underwriting agreement, we have agreestll to the underwriters named below, and
the underwriters, for whom Wells Fargo SecuritldsC, Citigroup Global Markets Inc., Merrill LynciRierce, Fenner & Smith Incorporated
and J.P. Morgan Securities LLC are acting as reptatives, have severally agreed to purchasegtpective numbers of shares of common
stock appearing opposite their names below:

Underwriter Number of Shares
Wells Fargo Securities, LL
Citigroup Global Markets Inc
Merrill Lynch, Pierce, Fenner & Smit
Incorporate
J.P. Morgan Securities LL

Total

All of the shares to be purchased byuthderwriters will be purchased from us.

The underwriting agreement provides thatobligations of the several underwriters argesulio various conditions, including approval
of legal matters by counsel. The shares of comnmoksre offered by the underwriters, subject ionsale, when, as and if issued to and
accepted by them. The underwriters reserve thé taglithdraw, cancel or modify the offer and tge orders in whole or in part.

The underwriting agreement provides thatunderwriters are obligated to purchase alstteges of common stock offered by this
prospectus if any are purchased, other than tHwses covered by the overallotment option descrisow. If an underwriter defaults, the
underwriting agreement provides that the purchagentitments of the non-defaulting underwriters mayizreased or the underwriting
agreement may be terminated.

Overallotment Option

We have granted a 30-day option to thaennriters to purchase up to a total of additional shares of our common stock from us at
the initial public offering price per share less #stimated underwriting discounts and commisgpenshare, as set forth on the cover page of
this prospectus, and less any dividends or digidha declared, paid or payable on the sharedtibainderwriters have agreed to purchase
from us but that are not payable on such additishates, to cover overallotment, if any. If the emdriters exercise this option in whole or in
part, then the underwriters will be severally cottea, subject to the conditions described in thgeumwriting agreement, to purchase the
additional shares of our common stock in proportmtheir respective commitments set forth in thHertable.

Discounts and Commissions

Shares sold by the underwriters to thaipwvill initially be offered at the initial pubdi offering price set forth on the cover of this
prospectus and to certain dealers at that prised@®ncession of not more than $ pares of whichup to $ per share may be
reallowed to other dealers. After the initial offey, the public offering price, concession andlmednce to dealers may be changed.
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The following table summarizes the undémg discounts and commissions and the procdsefere expenses, payable to us, both on a
per share basis and in total, assuming either accese or full exercise by the underwriters of thierallotment option:

Total
Without
Per Share Option With Option
Public offering price $ $ $
Underwriting discounts and commissic $ $ $
Proceeds, before expenses, t $ $ $

We estimate that the expenses of thisriofj payable by us, including without limitatimegistration, filing and listing fees, printing fee
and legal and accounting expenses, but not indudimderwriting discounts and commissions, will ppraximately $

Indemnification of Underwriters

The underwriting agreement provides thawill indemnify the underwriters against spedfi@bilities, including liabilities under the
Securities Act, or contribute to payments thatuhderwriters may be required to make in respetitade liabilities.

Lock-Up Agreements

We, our Manager, each of our directors afficers and each of our Manager's members dfitko have agreed, subject to specified
exceptions, that, without the prior written conseihtells Fargo Securities, LLC and Citigroup Glbbaarkets Inc., we and they will not,

during the period beginning on and including thiedif this prospectus through and including the diaat is the 188 day after the date of this
prospectus, directly or indirectly:

. issue (in the case of us), offer, pledge, selltrea to sell, sell any option or contract to push, purchase any option or cont
to sell, grant any option, right or warrant to thase, lend or otherwise transfer or dispose ofstuayes of our common stock or
other capital stock or any securities convertibte ior exercisable or exchangeable for our commaekr other capital stock;

. file (in the case of us), or cause the filing of aegistration statement under the Securities Attt vespect to any shares of our
common stock or other capital stock or any se@gitionvertible into or exercisable or exchangefasleur common stock or
other capital stock, other than registration staetsion Form S-8 filed with the SEC after the ciggiate of this offering; or

. enter into any swap or other agreement, arrangernedge or transaction that transfers to anothexhiole or in part, directly ¢
indirectly, any of the economic consequences oferglmip of our common stock or other capital stockry securities
convertible into or exercisable or exchangeabletorcommon stock or other capital stock,

whether any transaction described in any of thedgoing bullet points is to be settled by delivefyor common stock or other capital stock,
other securities, in cash or otherwise, or publéatpounce an intention to do any of the foregoingddition, Ares Investments has agreed,

subject to specified exceptions, that, withoutghier written consent of Wells Fargo Securities@ and Citigroup Global Markets Inc., it will
not, during the period beginning on and including tlate of this prospectus through and includiegdéite that is the 3é%day after the date «

this prospectus, directly or indirectly, take atfiyte actions described in the foregoing bullenpgiwhether any transaction described in ar

the foregoing bullet points is to be settled byiaal of our common stock or other
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capital stock, other securities, in cash or otheewor publicly announce an intention to do anthefforegoing.

Moreover, if:

. during the last 17 days of the 180-day or 365-da{-up period described in the immediately precggiaragraph, we issue an
earnings release or material news or a materiaiteedating to us occurs; or

. prior to the expiration of the 180-day or 365-dagid-up period described in the immediately precggiaragraph, we announce
that we will release earnings results or becomeawet material news or a material event relatiings will occur during the
16-day period beginning on the last day of the iapple lock-up period,

the restrictions described in the immediately pdéwog paragraph will continue to apply until the g&gion of the 18-day period beginning on
the issuance of the earnings release or the ocmaref the material news or material event, ac#se may be, unless Wells Fargo
Securities, LLC and Citigroup Global Markets Inaiwe, in writing, that extension.

Wells Fargo Securities, LLC and Citigra@fwbal Markets Inc. may, in their sole discretaond at any time or from time to time, without
notice, release all or any portion of the sharestloer securities subject to the lock-up agreemety determination to release any shares or
other securities subject to the lock-up agreementdd be based on a number of factors at the tihwetermination, which may include the
market price of the common stock, the liquiditytloé trading market for the common stock, generaketeconditions, the number of shares or
other securities proposed to be sold or otherwesesterred and the timing, purpose and terms optbposed sale or other transfer.

NYSE Listing

We plan to apply to have our common si@tkd on the NYSE under the symbol "ACRC."

Stabilization

In order to facilitate this offering ofilocommon stock, the underwriters may engage ms#etions that stabilize, maintain or otherwise
affect the market price of our common stock. Spealif/, the underwriters may sell more shares aficwmn stock than they are obligated to
purchase under the underwriting agreement, creatsigprt position. A short sale is covered if thersposition is no greater than the number
of shares of common stock available for purchasthéynderwriters under the overallotment optidme Tinderwriters may close out a covered
short sale by exercising the overallotment optippwchasing common stock in the open market. terd@ning the source of common stocl
close out a covered short sale, the underwritegsaoasider, among other things, the market priceoofimon stock compared to the price
payable under the overallotment option. The undégvermay also sell shares of common stock in exoéthe overallotment option, creatin
naked short position. The underwriters must clageaay naked short position by purchasing shareswimon stock in the open market. A
naked short position is more likely to be creafetie underwriters are concerned that there magowenward pressure on the price of the
common stock in the open market after the dateioing of this offering that could adversely afféatestors who purchase in this offering.

As an additional means of facilitatingstbffering, the underwriters may bid for, and gwse, common stock in the open market to
stabilize the price of our common stock, so longtabilizing bids do not exceed a specified maximiihe underwriting syndicate may also
reclaim selling concessions allowed to an undeewnt a dealer for distributing common stock irstbffering if the underwriting syndicate
repurchases previously distributed common stodote@r syndicate short positions or to stabilizegtiee of the common stock.
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The foregoing transactions, if commencedy raise or maintain the market price of our camrstock above independent market levels
or prevent or retard a decline in the market poicthe common stock.

The foregoing transactions, if commencedy be effected on the NYSE or otherwise. Neithemnor any of the underwriters makes any
representation that the underwriters will engagany of these transactions and these transactfa@®nmenced, may be discontinued at any
time without notice. Neither we nor any of the unditers makes any representation or predictiotodle direction or magnitude of the effect
that the transactions described above, if commemoag have on the market price of our common stock.

Discretionary Accounts

The underwriters have informed us thayttio not intend to confirm sales to accounts extgch they exercise discretionary authority in
excess of 5% of the total number of shares of comstack offered by them.

Pricing of this Offering

Prior to this offering, there has beemnblic market for our common stock. Consequeitltig,initial public offering price for our
common stock was determined between us and thesemative of the underwriters. The factors comsitién determining the initial public
offering price included:

. prevailing market conditions;
. the market value of the target investments to biehased with the proceeds of this offeri
. financial and operating information and market asilons with respect to other companies that wethadepresentative of tt

underwriters believe to be comparable or similandp
. the present state of our development;

. our future prospect:

An active trading market for our commaock may not develop. It is possible that the mapkize of our common stock after this
offering will be less than the initial public offeg price. In addition, the estimated initial pubdiffering price range appearing on the cover of
this preliminary prospectus is subject to change esult of market conditions or other factors.

Other Relationships

Certain of the underwriters and/or ttadfiliates have engaged in various financial tratisas with, and have performed investment
banking, secondary market trading, lending andniéred advisory services for, Ares Management anidécaffiliates in the ordinary course of
their businesses. In the future, they may engagech transactions with, or provide such servioegss or Ares Management and/or its
affiliates. They have received or will receive amsary fees and reimbursements of expenses for tressactions and services. Ares
Investments is currently negotiating secured fugdatilities with an affiliate of Wells Fargo Sedigs, LLC and with an affiliate of Citigroup
Global Markets Inc. Assuming Ares Investments oigdhese financings, we expect to assume thediiésaipon the completion of this
offering and the acquisition of our Initial Portifml Additionally, affiliates of each of our underiters are currently lenders to one or more of
affiliates, including, among others, Ares ManagemaAres Investments and Ares Capital Corporatioough preexisting credit facilities.

Notice to Prospective Investors in the European Ecomic Area

In relation to each Member State of thieopean Economic Area which has implemented theg@aius Directive (each, a "Relevant
Member State"), with effect from and including thete on

161




Table of Contents

which the Prospectus Directive is implemented at tRelevant Member State (the "Relevant Implememtddate"), no offer of shares may be
made to the public in that Relevant Member Staterthan:

A. to any legal entity which is a qualified investerdefined in the Prospectus Directive;

B. to fewer than 100 or, if the Relevant Member Skete implemented the relevant provision of the 2BD0AmMending Directive,
150, natural or legal persons (other than qualifiw@stors as defined in the Prospectus Directagpermitted under the
Prospectus Directive, subject to obtaining therpransent of the representatives; or

C. in any other circumstances falling within Articl€3 of the Prospectus Directive,

provided that no such offer of shares shall requ&er the representatives to publish a prospgrttsiant to Article 3 of the Prospectus
Directive or supplement a prospectus pursuant ticlarl6 of the Prospectus Directive.

Each person in a Relevant Member Stdtee(dhan a Relevant Member State where ther@&rmitted Public Offer) who initially
acquires any shares or to whom any offer is matldeideemed to have represented, acknowledgedgnead that (A) it is a "qualified
investor" within the meaning of the law in that Reint Member State implementing Article 2(1)(ejhaf Prospectus Directive, and (B) in the
case of any shares acquired by it as a finandiatrimediary, as that term is used in Article 3(2jhef Prospectus Directive, the shares acquired
by it in the offering have not been acquired ondtkedf, nor have they been acquired with a viewhteir offer or resale to, persons in any
Relevant Member State other than "qualified invesstas defined in the Prospectus Directive, oriiouenstances in which the prior consent of
the Subscribers has been given to the offer oteebathe case of any shares being offered toanfiial intermediary as that term is used in
Article 3(2) of the Prospectus Directive, each sficancial intermediary will be deemed to have esgnted, acknowledged and agreed that the
shares acquired by it in the offer have not beepiaed on a non-discretionary basis on behalf of ,lrave they been acquired with a view to
their offer or resale to, persons in circumstanvelish may give rise to an offer of any shares ghblic other than their offer or resale in a
Relevant Member State to qualified investors adedimed or in circumstances in which the prior @rif the representatives has been
obtained to each such proposed offer or resale.

We, the representatives and their aféBawill rely upon the truth and accuracy of theefming representation, acknowledgement and
agreement.

This prospectus has been prepared obasis that any offer of shares in any Relevant Man$tate will be made pursuant to an
exemption under the Prospectus Directive from #ggiirement to publish a prospectus for offers afes. Accordingly any person making or
intending to make an offer in that Relevant MemBte of shares which are the subject of the efffecbntemplated in this prospectus may
only do so in circumstances in which no obligatoises for us or any of the underwriters to pubdigirospectus pursuant to Article 3 of the
Prospectus Directive in relation to such offer.tNef we nor the underwriters have authorized, watheéy authorize, the making of any offer of
shares in circumstances in which an obligatiorearfer us or the underwriters to publish a prospefir such offer.

For the purpose of the above provisitims expression "an offer to the public” in relattorany shares in any Relevant Member State
means the communication in any form and by any meéasufficient information on the terms of theasfand the shares to be offered so as to
enable an investor to decide to purchase or suiestite shares, as the same may be varied in tegd¢IMember State by any measure
implementing the Prospectus Directive in the Rat¢Wember State and the expression "Prospectusiidied means Directive 2003/71/EC
(including the 2010 PD Amending Directive, to theemt implemented in the Relevant Member Stated)imciudes any relevant implementing
measure in the Relevant Member State and the esipre®2010 PD Amending Directive" means Directid4Q/73/EU.
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Notice to Prospective Investors in the United Kingdm

In addition, in the United Kingdom, tldecument is being distributed only to, and is dedwnly at, and any offer subsequently made
may only be directed at persons who are "qualifieéstors" (as defined in the Prospectus Directfiyeyho have professional experience in
matters relating to investments falling within A&té 19 (5) of the Financial Services and Markets 2000 (Financial Promotion) Order 2005,
as amended (the "Order") and/or (ii) who are highworth companies (or persons to whom it may etreer be lawfully communicated) fallir
within Article 49(2)(a) to (d) of the Order (all glu persons together being referred to as "relgvarsions”). This document must not be acte
or relied on in the United Kingdom by persons whe ot relevant persons. In the United Kingdom, iargstment or investment activity to
which this document relates is only available toj aill be engaged in with, relevant persons.

Notice to Prospective Investors in Switzerland

We have not and will not register witle tBwiss Financial Market Supervisory Authority (WMA") as a foreign collective investment
scheme pursuant to Article 119 of the Federal Ac€Collective Investment Scheme of 23 June 200@&nzanded ("CISA"), and accordingly t
shares being offered pursuant to this prospectus hat and will not be approved, and may not benéeable, with FINMA. Therefore, the
shares have not been authorized for distributioRIBYMA as a foreign collective investment schemespant to Article 119 CISA and the
shares offered hereby may not be offered to théiq(ds this term is defined in Article 3 CISA) an from Switzerland. The shares may solely
be offered to "qualified investors," as this tesrdefined in Article 10 CISA, and in the circumstes set out in Article 3 of the Ordinance on
Collective Investment Scheme of 22 November 208&mended ("CISO"), such that there is no pubfierofnvestors, however, do not ben
from protection under CISA or CISO or supervisignFdNMA. This prospectus and any other materialatieg to the shares are strictly
personal and confidential to each offeree and deoastitute an offer to any other person. Thispextus may only be used by those qualified
investors to whom it has been handed out in coireetith the offer described herein and may neitliszctly or indirectly be distributed or
made available to any person or entity other tkgrecipients. It may not be used in connectiom\aity other offer and shall in particular not
be copied and/or distributed to the public in Sesiland or from Switzerland. This prospectus dodsconstitute an issue prospectus as that
term is understood pursuant to Article 652a antiidit of the Swiss Federal Code of Obligations. \Aeemot applied for a listing of the she
on the SIX Swiss Exchange or any other regulatadeshmarket in Switzerland, and consequently,rtf@ation presented in this prospectus
does not necessarily comply with the informatianstards set out in the listing rules of the SIX &nWkxchange and corresponding prospectus
schemes annexed to the listing rules of the SIXsS\Eixchange.

Notice to Prospective Investors in the Dubai Interational Financial Centre

This prospectus supplement relates tBxampt Offer in accordance with the Offered SemsgiRules of the Dubai Financial Services
Authority ("DFSA"). This prospectus supplementrigended for distribution only to persons of a tgpecified in the Offered Securities Rules
of the DFSA. It must not be delivered to, or relgdby, any other person. The DFSA has no respitihsiior reviewing or verifying any
documents in connection with Exempt Offers. The BF@&s not approved this prospectus supplementakentsteps to verify the information
set forth herein and has no responsibility forghespectus supplement. The shares to which thgpprius supplement relates may be illiquid
and/or subject to restrictions on their resalespective purchasers of the shares offered shouldumb their own due diligence on the share
you do not understand the contents of this prosigesiipplement you should consult an authorizeahilahadvisor
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LEGAL MATTERS

Certain legal matters relating to thifeahg will be passed upon for us by Proskauer Rad® Los Angeles, California. In addition, the
description of U.S. federal income tax consequenoeined in the section of the prospectus titMdterial U.S. Federal Income Tax
Considerations" is based on the opinion of ProskRase LLP. Certain matters of Maryland law will jpessed upon for us by Venable LLP,
Baltimore, Maryland. Skadden, Arps, Slate, Meagh&lom LLP, New York, New York, will act as counsel the underwriters.

EXPERTS

The balance sheet to be included inghispectus will be audited by , an independent registered pudgizountin:
firm, as will be stated in their report to appeardin. Such balance sheet will be included in nekaupon the report of such firm given their
authority as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registratsteitement on Form $t, including exhibits and schedules filed with thgistration statement
which this prospectus is a part, under the Seegraict, with respect to the shares of common stodle sold in this offering. This prospectus
does not contain all of the information set forththie registration statement and exhibits and adbeedo the registration statement. For further
information with respect to us and the shares ofroon stock to be sold in this offering, referercenade to the registration statement,
including the exhibits and schedules to the regfistn statement. Copies of the registration stateniecluding the exhibits and schedules tc
registration statement, may be examined withoutgghat the public reference room of the Securdies$ Exchange Commission, 100 F Street,
N.E., Room 1580, Washington, D.C. 20549. Informatidout the operation of the public reference roaay be obtained by calling tl
Securities and Exchange Commission at 1-800-SE®@-030pies of all or a portion of the registratidatement may be obtained from the
public reference room of the Securities and Exceabgmmission upon payment of prescribed fees. @auBies and Exchange Commission
filings, including our registration statement, atso available to you, free of charge, on the SE@lssite aivww.sec.gov

As a result of this offering, we will imoe subject to the information and reporting regients of the Exchange Act and will file
periodic reports, proxy statements and will makailable to our stockholders annual reports comagiriudited financial information for each
year and quarterly reports for the first three tprarof each fiscal year containing unaudited imtdinancial information
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Through and including 12025 days after the commencement of this off@rialy dealers that effect transactions in these
securities, whether or not participating in thiseahg, may be required to deliver a prospectuss @elivery is in addition to a dealer's
obligation to deliver a prospectus when actingragraderwriter and with respect to their unsoldtatlents or subscriptions.
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PART I

INFORMATION NOT REQUIRED IN PROSPECTUS

Iltem 31. Other Expenses of Issuance and Disttilon.

The following table shows the fees angesses, other than underwriting discounts and casianis, to be paid by us in connection with
the sale and distribution of the securities beggjstered hereby. All amounts except the SEC magish fee are estimated.

Securities and Exchange Commission registratioor  $ 29,02t
Financial Industry Regulatory Authority, Inc. fitirfee 25,50(
NYSE listing fee

Legal fees and expenses (including Blue Sky f
Accounting fees and expens

Printing and engraving expens

Transfer agent fees and expen

Miscellaneou:

Total $

* % X X X X

*

* To be filed by amendmer
Iltem 32. Sales to Special Partie
None.
Item 33. Recent Sales of Unregistered Securit

On September 13, 2011, Ares Investmentdikigs LLC purchased 100 shares of our commorkdtmrca purchase price of $1,000 in a
private offering. Such issuance was exempt fronrélgéstration requirements of the Securities Aaspant to Section 4(2) thereof.

Concurrently with the completion of thiéeoing of our common stock pursuant to this regisbn statement, we will
issue shares of common stockras Investments Holdings LLC for an aggregate pase price of $ . Such issuance wi
exempt from the registration requirements of theuiges Act pursuant to Section 4(2) thereof.

Iltem 34. Indemnification of Directors and Offigs.

Maryland law permits a Maryland corparatio include in its charter a provision limitirftetliability of its directors and officers to the
corporation and its stockholders for money damagespt for liability resulting from (1) actual répeof an improper benefit or profit in
money, property or services or (2) active and @etite dishonesty established by a final judgmebeasy material to the cause of action. Our
charter contains such a provision that eliminateh diability to the maximum extent permitted by iMiand law.

The MGCL requires us (unless our chgsterides otherwise, which our charter does nothdemnify a director or officer who has be
successful, on the merits or otherwise, in thermdeof any proceeding to which he is made or tereat to be made a party by reason of his
service in that capacity. The MGCL permits a cogpion to indemnify its present and former directans officers, among others, against
judgments, penalties, fines, settlements and reddemxpenses actually incurt
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by them in connection with any proceeding to whiedly may be made or threatened to be made a pargalson of their service in those or
other capacities unless it is established that:

. the act or omission of the director or officer waaterial to the matter giving rise to the procegdind (1) was committed in b
faith or (2) was the result of active and deliberdishonesty;

. the director or officer actually received an impeopersonal benefit in money, property or servioe

. in the case of any criminal proceeding, the dineotoofficer had reasonable cause to believe tlaatt or omission was
unlawful.

However, under the MGCL, a Maryland cogtion may not indemnify a director or officer famn adverse judgment in a suit by or in the
right of the corporation or for a judgment of liilyi on the basis that personal benefit was impriyp@ceived. A court may order
indemnification if it determines that the directorofficer is fairly and reasonably entitled to é@mnification, even though the director or officer
did not meet the prescribed standard of conduetasradjudged liable on the basis that personalfibeves improperly received. However,
indemnification for an adverse judgment in a syiub or in our right, or for a judgment of liabylion the basis that personal benefit was
improperly received, is limited to expenses.

In addition, the MGCL permits a corpooatio advance reasonable expenses to a directdficer upon the corporation's receipt of:

. a written affirmation by the director or officer bis or her good faith belief that he or she hastheestandard of condu
necessary for indemnification by the corporatiam] a

. a written undertaking by the director or officerasr the director's or officer's behalf to repay d@ineount paid or reimbursed by
the corporation if it is ultimately determined titlé director or officer did not meet the standafrdonduct.

Our charter authorizes us to obligateselwes and our bylaws obligate us, to the maximytane permitted by Maryland law in effect
from time to time, to indemnify and, without regaog a preliminary determination of the ultimateig@iment to indemnification, pay or
reimburse reasonable expenses in advance of fisigbsition of a proceeding to:

. any present or former director or officer who isde®r threatened to be made a party to the prawgdxi reason of his or h
service in that capacity; or

. any individual who, while a director or officer thfe Company and at our request, serves or hasdsangher corporation, REI
partnership, joint venture, trust, employee bergéit or any other enterprise as a director, aoffipartner or trustee of such
corporation, REIT, partnership, joint venture, tr@nployee benefit plan or other enterprise and ishmade or threatened to be
made a party to the proceeding by reason of hiebservice in that capacity.

Our charter and bylaws also permit umtiemnify and advance expenses to any person whkieda predecessor of ours in any of the
capacities described above and to any employegent af the Company or a predecessor of the Company

Following completion of this offering, vmeay enter into indemnification agreements withheafcour directors and executive officers 1
would provide for indemnification to the maximumtent permitted by Maryland law.

Insofar as the foregoing provisions péimdemnification of directors, officers or persamntrolling us for liability arising under the
Securities Act, we have been informed that, indpimion of the SEC, this indemnification is agaipsblic policy as expressed in the Securities
Act and is therefore unenforceable.
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Item 35. Treatment of Proceeds from Stock BeReggistered

None of the proceeds will be creditednoaccount other than the appropriate capital Sareunt.

Item 36. Financial Statements and Exhibit

(@) Financial Statements. See page F-1 for an index to the financiakstants included in the registration statement.

(b) Exhibits. The following is a complete list of exhibitéefil as part of the registration statement, whiehiacorporated herein:

Exhibit
Number Exhibit Description
1.1* Form of Underwriting Agreement among Ares ComrigiReal Estate Corporation, Ares
Commercial Real Estate Management LLC and the writers named therei
3.1* Articles of Amendment and Restatement of Ares ConsiakReal Estate Corporatic
3.2* Amended and Restated Bylaws of Ares Commercial Rstlte Corporatio
4.1* Specimen Common Stock Certificate of Ares CommeéR&al Estate Corporatic
5.1* Opinion of Venable LLP (including consent of suaimf
8.1* Tax Opinion of Proskauer Rose LLP (including consgrsuch firm)
10.1* Form of Initial Portfolio Acquisition Agreement amg@ Ares Commercial Real Estate
Corporation, Ares Investments and ACRC Holdings |
10.2* Form of Registration Rights Agreement among Arem@ercial Real Estate Corporation,
Ares Investments and Ares Commercial Real Estatealglament LLC
10.3* Form of Management Agreement between Ares ComnidReial Estate Management LI
and Ares Commercial Real Estate Corpora
10.4* Form of 2011 Equity Incentive Pl
10.5* Form of Restricted Stock Award Agreem:
10.6* Form of Indemnification Agreeme
10.7* Trademark License Agreement between Ares CommeReal Estate Corporation and
Ares Management LL¢
21.1* Subsidiaries of Ares Commercial Real Estate Cotjmri
23.1* Consent of Venable LLP (including in Exhibit 5
23.2* Consent of Proskauer Rose LLP (including in Exhiblt)
24.1 Powers of Attorney (included in signature pagehie Registration Statemer
* To be filed by amendment.

Item 37. Undertakings

(@) The undersigned registrant hergiertakes to provide to the underwriters at thsirg specified in the underwriting agreement,
certificates in such denominations and registemezch names as required by the underwriters mmipprompt delivery to each purchas
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(b) Insofar as indemnification faabilities arising under the Securities Act, maypleemitted to directors, officers and controlling
persons of the registrant pursuant to the foregpmogisions, or otherwise, the registrant has kshiised that in the opinion of the SEC such
indemnification is against public policy as expezgsf the Securities Act and is, therefore, unexdable. In the event that a claim for
indemnification against such liabilities (othernhhie payment by the registrant of expenses indwreaid by a director, officer or controlling
person of the registrant in the successful defehsay action, suit or proceeding) is assertedumhglirector, officer or controlling person in
connection with the securities being registered régistrant will, unless in the opinion of its ogel the matter has been settled by controlling

precedent, submit to a court of appropriate jucigain the question whether such indemnificatiorithy against public policy as expressed in
the Securities Act and will be governed by thelfadjudication of such issue.

(c) The undersigned registrant herfelother undertakes that:

(1) For purposes of determining aapility under the Securities Act, the informatiomitted from the form of prospectus filed
as part of this registration statement in reliancger Rule 430A and contained in a form of progpefited by the registrant pursuant to

Rule 424(b)(1), 424(b)(4), or 497(h) under the $ities Act shall be deemed to part of this regisbrastatement as of the time it was
declared effective.

(2) For the purpose of determining Bability under the Securities Act, each posteetive amendment that contains a form of
prospectus shall be deemed to be a new registrstd@ment relating to the securities offered thesnd the offering of such securities
at that time shall be deemed to be the initial biise offering thereof.
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SIGNATURES

Pursuant to the requirements of the SesirAct of 1933, the registrant certifies thaliéts reasonable grounds to believe that it mekets al
of the requirements for filing on Form S-11 and Haly caused this Registration Statement to beesigm its behalf by the undersigned,
thereunto duly authorized, in the City of Chica§tate of lllinois, on September 14, 2011.

Ares Commercial Real Estate Corporatior

By: /s/ JOHN B. BARTLING, JR.

John B. Bartling, Jr.
Chief Executive Office

We, the undersigned officers and directifrAres Commercial Real Estate Corporation, hesslverally constitute and appoint John B.
Bartling, Jr., Bruce R. Cohen and Michael D. Wejraard each of them singly (with full power to eadlthem to act alone), our true and lawful
attorneys-in-fact and agents, with full power dbstitution and resubstitution in each of them fion land in his name, place and stead, and in
any and all capacities, to sign any and all amemdsn@ncluding post-effective amendments) to thégRtration Statement, and any other
registration statement for the same offering purstmRule 462(b) under the Securities Act of 1988 to file the same, with all exhibits
thereto and other documents in connection therewith the Securities and Exchange Commission,tgrgmunto said attorneys-in-fact and
agents, and each of them, full power and authteiyo and perform each and every act and thingisigwr necessary to be done in and about
the premises, as full to all intents and purposdseamight or could do in person, hereby ratifyamgl confirming all that said attorneys-in-fact
and agents or any of them, or their or his sulistitm substitutes, may lawfully do or cause to beedby virtue hereof.

Pursuant to the requirements of the Securities Aobf 1933, this Registration Statement has been sighéelow by the following
persons in the capacities and on the date indicated

Signatures Title Date
By: /s/ JOHN B. BARTLING, JR Chief Executive Officer an September 14, 201
Director (Principal Executive
John B. Bartling, Ji Officer)
By: /s/ RICHARD S. DAVIS Chief Financial Officer (Principal September 14, 2011

Financial and Accounting Officer)
Richard S. Davi
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Exhibit
Number Exhibit Description
1.1* Form of Underwriting Agreement among Ares ComrigiReal Estate Corporation, Ares
Commercial Real Estate Management, LLC and thenwriters named therei
3.1* Articles of Amendment and Restatement of Ares ComsiakReal Estate Corporatic
3.2* Amended and Restated Bylaws of Ares Commercial Bstlte Corporatio
4.1* Specimen Common Stock Certificate of Ares CommeéR&al Estate Corporatic
5.1* Opinion of Venable LLP (including consent of suainf
8.1* Tax Opinion of Proskauer Rose LLP (including consgrsuch firm)
10.1* Form of Initial Portfolio Acquisition Agreement amg@ Ares Commercial Real Estate
Corporation, Ares Investments and ACRC Holdings |
10.2* Form of Registration Rights Agreement among Arem@ercial Real Estate Corporation,
Ares Investments and Ares Commercial Real Estatealglament LLC
10.3* Form of Management Agreement between Ares ComnidReial Estate Management LI
and Ares Commercial Real Estate Corpora
10.4* Form of 2011 Equity Incentive Pl
10.5* Form of Restricted Stock Award Agreem:
10.6* Form of Indemnification Agreeme
10.7* Trademark License Agreement between Ares CommeReial Estate Corporation and
Ares Management LL¢
21.1* Subsidiaries of Ares Commercial Real Estate Cotjmri
23.1* Consent of Venable LLP (including in Exhibit 5
23.2* Consent of Proskauer Rose LLP (including in Exhiblt)
24.1 Powers of Attorney (included in signature pagehie Registration Statemer

To be filed by amendmer







