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The following is a summary of the principal risks that you should carefully consider before investing in our securities: * A
global economic slowdown a-reeesstorror further declines in real estate values could impair our investments and have a
significant adverse effect on our business, financial condition and results of operations; * Macroeconomic conditions, including
those adversely impacting office properties, have resulted and may continue to result in increases to our CECL eurrent
expeeted-ereditlossreserve-Reserve and could have an adverse effect on our financial results; « Changes in interest rates ;-and
credit spreads and-the-market-valae-efourinvestments-could adversely impact our financial condition; « Our board of directors
may change our investment strategy or guidelines, financing strategy or leverage policies, and such changes could affect our
financial condition, results of operations and the market price of our common stock; * We are dependent upon certain key
per%onnel of our Manager for our future success and upon thelr access to other Ares 1nve€tment profe%lonali +Our

7 v a-; * There are significant
potentlal conﬂlct% of interest that Could nnpact our investment returns; * We operate in a competltlve market for investment
opportunities and loan originations, and competition may limit our ability to originate or acquire assets on attractive terms; * Our
mezzanine loan assets involve greater risks of loss than senior loans secured by real properties, and investments in preferred
equity involve a greater risk of loss than traditional debt financing; « Our leans-and-investments expese-us-are subject to risks
particular to assoetated-with-debt—ortented-rcal property estate-investmentsgenerally—; * Our portfolio is nvestments-may-be
concentrated in a limited number of loans and eeutd-be-has a higher exposure to the office and mixed- use sectors
compared to the other property types, which sabjeetsubjects us to a risk of significant loss if any of these loans default; °
The lack of liquidity in our investments may adversely affect our business; * We s#H-allocate our available capital without input
from our stockholders; « We are subject to various risks related to the ownership of eestairreal property; « We may experience a
decline in the fair value of our assets ; » We incur significant debt, which subjects us to increased risk of loss and reduces
cash available for distributions to our stockholders; * Security incidents or cyber- attacks could adversely affect our
business or the business of our borrowers by causing a disruption to our operations or the operations of our borrowers, a
compromise or corruption of our or our borrowers’ confidential, personal or other sensitive information and / or
damage to our or our borrowers’ business relationships or reputation ; * We have not established a minimum distribution
payment level to our stockholders and we may be unable to generate sufficient cash flows from our operations to make
distributions to our stockholders at any time in the future; * Maintenance of our exemption from registration under the 1940 Act
imposes significant limits on our operations; * Our failure to remain qualified as a REIT would subject us to United States
federal income tax and potentially state and local tax, and could result in us facing a substantial tax liability, which would
reduce the amount of cash available for distribution to our sharcholders, and otherwise adversely affect our operations and the
market prlce of our common %tock and ° Complylng Wlth REIT requ1rement§ may cause us to -fefege—~ forgo otherwme

or bttsrness—borrow funds durmg unfavorable market condltlons
RISK FACTORS You %hould Carefully consider these risk factors, together with all of the other information included in this
annual report on Form 10- K, including our consolidated financial statements and the related notes thereto, before you decide
whether to make an investment in our securities. The risks set out below are not the only risks we face. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial also may materially adversely affect our
business, financial condition and / or operating results. If any of the following events occur, our business, financial condition and
results of operations could be materially adversely affected. In such case, the value of our common stock and the trading price of
our securities could decline, and you may lose all or part of your investment. RISKS RELATED TO OUR BUSINESS A global
economic slowdown jareeessterror further declines in real estate values, could impair our investments and have a significant
adverse effect on our business, financial condition and results of operations. Geopolitical instability, including actual and
potential shifts in U. S. foreign, trade, economic and other policies (including as a result of the 2024 U. S. presidential and
ongressmnal electlons), the war between Russia and Ukralne and-morereeently-the-war betweenIsract-and-Hamas-, actuat-and

—S- o - the conflicts in pehetes—aﬂd—t-faée—tensmﬁs—beﬁﬁeeﬂ—the
Mlddle EastHﬁﬁed—S’é&tes—&ﬂd-Ghtna— as Well as other global events have created macroeconomic uncertainty at a global level.

The current macroeconomic environment is characterized by petsistent-inflation, labor shortages or interruptions , high
changing interest rates, foreign currency exchange Volatlhty sand volatility in global capital markets and-reeesstonrisk.
Market and economic disruptions have affected, and may in the future affect, consumer confidence levels and spending, persenat
bankruptcy rates, levels of incurrence and default on consumer debt and home prices, among other factors. We cannot assure
you that market disruptions, including the increased cost of funding for certain governments and financial institutions, will not
impact the global economy. The risks associated with our business are more severe during periods of economic slowdown or
recession and #these-since such periods are accompanied by declining real estate values, our business ean-could be materially
adversely affected. Certain properties that secure a portion of our mortgage loan portfolio, such as those for offices, hospitality
and / or residential tenants, are especially vulnerable to various macroeconomic and other pressures. Office properties, in
particular, continue to experience particular keadwinds-challenges driven by the increased prevalence of remote work and
elevated costs to operate, improve or repurpose such properties. These factors have largely resulted in lower demand for office
space and have driven elevated levels of vacancy rates and default rates. Similarly, consumer behavior related to discretionary




spending and travehng, 1nclud1ng demand for hotels, may be negatlvely 1mpacted by the adverse change% in the percelved or
actual economic climate 0 a
ffeﬁa—m&efeeeenefme—pfess-lﬁes— F urther Wlth 1ncrea§ed employer flexibility and Worl( from home alrangement% current and
prospective residents may be less likely to live in dense urban centers or multifamily housing. Any negative macroeconomic
impact on these types of properties specifically, or the economy generally, eextd-has had and may continue to have an &
matertatadverse effect on the compeosition of our investment portfolio, our business, results of operations, financial condition
and the value of our common stock. Our investment model is adversely affected by prolonged economic downturns e
reeesstons-where declining real estate values reduce the level of new mortgage and other real estate- related loan originations,
since borrowers often use appreciation in the value of their existing properties to support the purchase or investment in
additional properties. Further, declining real estate values have made and may continue to make it difficult for our borrowers to
refinance our loans , which has resulted in and-signifteantly-inerease-the-ttkelthood-that-we-witHneur-losses on our loans tn-the
event-as a result of default because the value of our collateral is insufficient to cover our cost on the loan. Any
sustained period of increased payment delinquencies, foreclosures or losses eettd-adversely affeet-affects our Manager’ s ability
to invest in, sell and securitize loans . In 2023 and early 2024, our portfolio included a significant amount of risk rated “ 4 ”
and “ S ” loans, including loans on non- accrual status and collateralized by office properties. As a result, in 2024, our
objectives included mitigating risk by reducing risk rated “ 4 ” and “ 5 ” loans, increasing our liquidity and reducing
debt. We expect to continue to pursue these objectives in 2025. However, there is no guarantee that we will be successful
in achieving these objectives. The unsuccessful resolution of risk rated “ 4 ” and “ 5 ” loans or increases in the numbers
of such loans, could result in material realized net losses and impact our net earnings and the price of our common stock
. Provisions 1n our ﬁnancmg agleementq require us to pay margm callq followmg the occurrence of certain mortgage loan credit

%uch margin calls or repay our debt when due and may be unable o raise the funds from alternative sources, on favorable terms,
or at all, to meet our obligations. Posting additional collateral would reduce our liquidity. If we are unable to make the required
payment or if we fail to meet or satisfy any of the covenants in our financing agreements, we would be in default under these
agreements, and our lenders could elect to declare outstanding amounts due and payable, terminate their commitments and
enforce their interests against existing collateral. We are also subject to cross- default and acceleration provisions, which could
materially and adversely affect our financial condition and ability to implement our investment strategy. See *“ Risk Factors —
Risks Relating to Sources of Financing and Hedging — The Financing Agreements and any bank credit facilities and repurchase
agreements that we may use in the future to finance our assets may require us to provide additional collateral or pay down debt ”’
included in this annual report on Form 10- K . There is significant uncertainty about the future relationship between the U.
S. and other countries with respect to trade policies, treaties and tariffs. Developments relating to tariffs between the U.
S. and other countries, or the perception that they could occur, may have a material adverse effect on global economic
conditions and the stability of global financial markets, and may significantly reduce global trade and, in particular,
trade between the impacted nations and the U. S. Any of these factors could depress economic activity and impact our
borrowers and the value of our collateral . Moreover, concerns over the United States” debt ceiling and budget- deficit have
driven downgrades by rating agencies to the U. S. government’ s credit rating, which could cause borrowing costs to rise
further, negatively impacting both the perception of credit risk associated with our debt portfolio and our ability to access the
debt markets on favorable terms. Although U. S. lawmakers passed legislation to raise the federal debt ceiling on multiple
occasions, rating agencies have lowered or threatened to lower the long- term sovereign credit rating on the United
States. Market conditions may also make it difficult for us to extend the maturity of or refinance our existing indebtedness or to
access or obtain new indebtedness with similar terms and any failure to do so could have a material adverse effect on our
business. See “ Risk Factors — Risks Relating to Sources of Financing and Hedging — Our access to sources of financing may
be limited and thus our ability to grow our business and to maximize our returns may be adversely affected ” included in this
annual report on Form 10- K. In addition, certain of our loan investments may-become less liquid after-investment-over time as
a result of turbulent market conditions, which may make it more difficult for us to dispose of such assets at advantageous times
or in a timely manner. An inability to raise or access capital, and any required sale of all or a portion of our loan investments as a
result, may affect the pace of our investment activity and the size of our portfolio, which may have an adverse impact on our
financial condition or results of operations, including our total interest income. See “ Risk Factors — Risks Related to Our
Investments — The lack of liquidity in our investments may adversely affect our business ” included in this annual report on
Form 10- K. If the current macroeconomic environment worsens and an economic slowdown or a recession occurs or real estate
values continue to decline, our investments could be impaired, which would materially and adversely affect our results of
operations, financial condition, liquidity and business and our ability to pay dividends to stockholders. Macroeconomic
conditions, including those adversely impacting office properties, have resulted and may continue to result in increases to our
CECL eurrentexpeeted-eredittossteserve-Reserve and could have an adverse effect on our financial results. The effects on our
portfolio of loan investments described above, particularly those related to office space, impacted haverequired-us-totnerease
the eurrentexpeeted-eredittoss~CECL 2reserve-Reserve in our consolidated balance sheets ¢~CECEReserveor~-CECE
Reserves?y-. Our loans held for investment are carried at cost, net of unamortized purchase discounts, deferred loan fee% and
origination costs and cost- recovery proceeds, however, ador : g
-St&ndafds—deafe—Ne—Z@-l—é——B—we are also required to estimate expected credit losqe% on such loans using a range of historical
experience adjusted for current and future conditions. Management’ s current estimate of expected credit losses rereased




decreased from $H-3-mithenonDeeember3+2022+40-$ 163. 1 million on December 31, 2023 to $ 145. 0 million on
December 31, 2024 primarily due to realized losses on risk rated “ 5 ” loans, resulting in a reversal of the associated CECL
Reserves, shorter average remaining loan term and loan repayments during the year ended December 31, 2024. These
factors were partially offset by an increase in the CECL Reserves for risk rated “ 4 7 and *“ 5 ” loans in the portfolio as a result
of the impact of the current macroeconomic environment, including high inflation and interest rates, and meore partlcularly,
volatility and reduced liquidity in the office sector and other loan - specific factors 5 i
loan-termandHoanrepayments-during the year ended December 31, 2623-2024 . As of December 31, 2623-2024 ,
approximately H-65 % of our CECL Reserve is related to loans collateralized by office space, while 39-38 % of our total loan
portfolio based on outstanding principal balance of loans held for investment is related to loans collateralized by office space. If
there is a further deterioration of credit in our existing loan portfolio secured by office properties, as a result of increased
vacancy rates, volatility e, liquidity or otherwise , we may need to farther-increase our CECL Reserve to account for such
conditions. In addition, the CECL Reserve takes into consideration the assumed impact of macroeconomic conditions on CRE
properties and is not specific to any loan losses or impairments on our loans held for investment, unless we determine that a
speeifie-specifically identifiable reserve is warranted for a select asset. If macroeconomic conditions worsen, we may need to
eentintte-te-increase our CECL Reserve, which would impact our financial results. We Mereever,we-cstimate our CECL
Reserve primarily using a probability- weighted model that considers the likelihood of default and expected loss given default
for each individual loan. Calculation of the CECL Reserve requires loan - specific data as well as significant judgment with
respect to various factors. In connection with estimating our CECL Reserve #r-during the year ended December 31, 2623-2024
, we utilized macroeconomic data-forecasts and inputs that refleetsreflected a blend of a stable and a wealk-weaker
economic grewthroutlook in the near term given euwtrent-ongoing macroeconomic conditions. However, the actual financial
impact on us the-Cempany-of the current environment is highly uncertain. If the data or judgments we have used to estimate our
CECL Reserve are inaccurate or inadequate, we may be required to increase our CECL Reserve in future periods or may suffer
more losses than those accounted for under our CECL Reserve. High-Changing interest rates could adversely impact our
financial condition. We are affected by the fiscal and monetary policies of the United States Government and its agencies,
including the policies of the United States Federal Reserve (the “ Federal Reserve ™), which regulates the supply of money and
credit in the United States. Changes in fiscal and monetary policies are beyond our control and are difficult to predict. Although
Inran-effortto-eombatrisinginflationtevels;-the Federal Reserve decreased sfead-&y—beg&n—mereasmg—the ’f&fget—fedelal funds
rate multiple times in the-first-quartero£2622-2024 v
feftits-benehmarkrates-steady-in-the-fourth-quarterof 2623-, the tt—has—tﬂehe&ted—t-}wt—&dd-t&eﬁa-l-mte continues to inereases-in

the-futare-may-be elevated neeessary-to-mitigate-inflationary-pressares-and there can be no assurance that the Federal-Reserve
rates will continue to decrease or that it will not be increased in 2025 or beyond. While lower make-market upwards

adjustments-to-the-federal-fundsrate-rates n-the-futare—However-and increased capital markets liquidity supports
commercial real estate property transactions and values . there-regulated lending institutions arc adjusting reports-that-the
their Federal-Reserve-business models to increase capital requirements for direct loans to real estate and thus continue to
be constrained in providing capital for commercial real estate properties. Additionally, rising operating costs, such as
property insurance and raw material costs for property development and improvements, have further pressured cash
flow performance across may-many real estate property types begin-to-eut-the-benehmarkratesin2624-. Changes in the
federal funds rate as well as the other policies of the Federal Reserve affect interest rates, which may-have a significant impact
on our financial condition. Even though we have-benefited from rising-higher interest rates in 2024 with 9796 . +5 % of our
loans held for investments— investment portfolio consisting of floating rate loans as of December 31, 2023-2024 , the
additional debt service payments due from our borrowers as a result of higher stgﬂ-rﬁe&ﬂt—mefeases—m—mterest rates may-straitr
strains the operating cash flows of the real estate assets underlying our mortgages and spetentiatly;-eentribtte-contributes to
non- performance or, in severe cases, default. In addition, our interest income and expense will generally change directionally
with index rates. The impact of #istng-higher interest rates may be mitigated by certain hedging transactions that our borrowers
may enter into or that we have entered into or may enter into in the future. If interest rates eontinte-inereasing-increase and
neither we, nor our borrowers, are able to mitigate any-petentialnegative effects, we could experience a-further deerease
decreases in net income or incur a net loss, whteh-eewtd-adversely affeet-affecting our liquidity and results of operations.
Conversely, if interest rates on our loan investments wete-continue to decrease, we will receive less income from such loans,
which could decrease our net income and materially impact our business. See “ Risk Factors — Risks Related to Our Business
— Fluctuations in interest rates and credit spreads could increase our financing costs and reduce our ability to generate income
on our investments, each of which could lead to a s1gmf1cant decredse in our results of operations, cash flows and the market
value of our investments ” below —Fh A




abﬁ-rw—te-pay—disfﬂbﬂt-teﬁs— Our bOdId of dnectors may Chanﬂe our investment strateay or gu1dellnes hndncmo strateay or
leverage policies without stockholder consent. Our board of directors may change our investment strategy or guidelines,
financing strategy or leverage policies with respect to investments, originations, acquisitions, growth, operations, indebtedness,
capitalization and distributions at any time without the consent of our stockholders, which could result in an investment
portfolio with a different risk profile than that of our current investment portfolio or of a portfolio comprised of our target
investments. A change in our investment strategy may increase our exposure to interest rate risk, default risk and real estate
market fluctuations. Furthermore, a change in our asset allocation could result in our making investments in asset categories
different from those described in this annual report on Form 10- K. These changes could adversely affect our financial
condition, results of operations, the market price of our common stock and our ability to make distributions to our stockholders.
Adoptierrof We are highly dependent on the BaseHH-standards-information systems of Ares Management and systems
failures could significantly disrupt our business, which may, in turn, negatively affect the market price of our common
stock and our ability to pay dividends. Our business is highly dependent on communications and information systems of
Ares Management. Any failure or interruption of Ares Management’ s systems could cause delays or other prepesed
supplementaryregulatory-standards-problems in our business, which could have a material adverse effect on our operating
results and negatwely affect the market price of our common stock and our ablllty to pay dividends to our stockholders.

information-systems-and-teehnology-may-not continue to be able to accommoddte the growth of our busmess and the cost of
maintaining the information systems and technology,which is partially allocated to us pursuant to the Management
Agreement,may increase from its current level.Such a failure to accommodate growth,or an increase in costs related to the
information systems and technology,could have a material adverse effect on our business and results of
operations.Furthermore,a disaster or a disruption in the infrastructure that supports our business,including a disruption involving
electronic communications,human resources systems or other services used by us,our Manager,Ares Management or third
parties with whom we conduct business,could have a material adverse effect on our ability to continue to operate our business
without interruption.Although Ares Management has disaster recovery programs in place,these may not be sufficient to mitigate
the harm that may result from such a disaster or disruption.In addition,insurance and other safeguards might only partially
reimburse us for any losses as a result of such a disaster or disruption,if at all. We,our Manager and Ares Management also rely
on third- party service providers for certain aspects of our respective businesses,including for certain information
systems,technology and administration of our loan portfolio and compliance matters. Any interruption or deterioration in the
performance of these third parties or failures or vulnerabilities of their information systems or technology could impair the
quality of our operations and could impact our reputation and adversely affect our business. €yberseeurityrisks-Finally,there
continues to be significant evolution and data-developments in the use of artificial intelligence technologies,including
generative artificial intelligence.While our Manager has not integrated the use of artificial intelligence in our business
currently,we could integrate it in the future and at this time cannot fully determine the impact of such evolving
technology to our industry or business. seeurity-Security incidents may-or cyber- attacks could adversely affect our business
or the business of our borrowers by causing a disruption to our operations or the operations of our borrowers,a compromise or
corruption of our confidential,personal or other sensitive information or the confidential,personal or other sensitive information
of our borrowers and / or damage to our business relationships or reputation or the business relationships or reputations of our
borrowers,all of which could negatively-impaet-the-business-negatively impact the business, financial condition and
operating results of us our—- or our borrowers. The efficient operation of our business is dependent on information
systems and technology, including computer hardware and software systems, as well as data processing systems and the
secure processing, storage and transmission of information, all of which are potentially vulnerable to security incidents
and cyber- attacks. These attacks may be an intentional attack or an unintentional event, either of which, could involve
gaining unauthorlzed access to -ﬁﬂ&netﬂg—er—our 1nformat10n systems affeetthe-terms-ofour— or future-finaneing

z 78 he-those BaselHH-standards-adopted-of our
borrowers for purposes of mlsapproprlatlng assets, stealmg conﬁdentlal information, corrupting data or causing
operational disruption. The risk of a security breach or disruption, particularly through cyber- attacks or cyber
intrusions, including by computer hackers, nation- states or nation- state affiliated actors and cyber terrorists, has
generally increased as the number, intensity and sophistication of attempted attacks and intrusions from around the
world have increased. Our Manager’ s employees have been and expect to continue to be the target of fraudulent calls,
emails and the-other Basel-Committee-forms of potentially malicious or otherwise negatively impacting activities and
attempts to gain unauthorized access to confidential, personal or other sensitive information, which are becoming more
difficult to detect. Cybersecurity risks are also exacerbated by the rapidly increasing volume of highly sensitive data,
including our proprietary business information and intellectual property, personal information of our Manager’ s




employees, our borrowers and others, and other sensitive 1nformatlon that our Manager collects, processes and stores in
its data centers and on o v its networks or those of its third- party service
providers. Many jurisdictions have also enacted laws requlrmg companies to varieus-notify individuals of data security
breaches involving certain types of personal information, with which we and our Manager must comply in the event of a
security incident or cyber- attack. The rapid evolution and increasing prevalence of artificial intelligence technologies
may also increase our and our Manager’ s cybersecurity risks. The result of any security incident or cyber- attack may
include disrupted operations, including our, our Manager’ s, our counterparties’ or third- parties’ operations, misstated
or unreliable financial erises-data, fraudulent transfers or requests for transfers of money, liability for stolen assets or
improperly accessed information (including personal information), fines or penalties, investigations, increased
cybersecurity protection and insurance costs, litigation, or damage to our business relationships and reputation, in each
case, causing our business and results of operations to suffer. The costs related to cyber- attacks or the-other velatitity
security incidents or disruptions may not be fully insured or indemnified by other means. As our and our borrowers’
reliance on technology has increased, so have the risks posed to our information systems, both internal and those
provided by Ares Management and third party service providers, and the information systems of our borrowers. Ares
Management has implemented processes, procedures and internal controls to help mitigate security incidents and cyber-
attacks and endeavors to strengthen its computer systems, software, technology assets and networks to prevent and
address potentlal security incidents and cyber- attacks, but these measures do not guarantee that a securlty incident or
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pfepesa-l—m 1 nol be -ful-l-y—knewn—unt-ﬂ—a—fternegatlvely 1mpacted by such an mcldent In addltlon, Ares Management is

dependent on third- party vendors for hosting hardware, software and data processing systems that the-they rules-are-do
not control. While we rely on the cybersecurity strategy and policies implemented by Ares Management, which includes
the performance of risk assessments on th1rd- party prov1ders, our rehance on t-he—them U-rrrted—and mereasrng—preva-}eﬂee

reliance on th1rd- party echhotoeyhas+ ased q islesposed

provided-providers by-removes certam cybersecurlty functlons from outside their 1mmed1ate control,and cyber- attacks
on us,our Manager, Ares Management and-or on third - party service providers could adversely affect us , and-the
information-systems-ofour berrewers-business and our reputation . We cannot guarantee that Ares Management ’
networks has-implemented-proeesses;proeedures-and internal-eontrols-its partners’ networks have not been compromlsed or
that they do not contain exploitable defects or bugs that could result in a breach of or disruption to help-mitigate
eyberseetrity risks-and-eyber-Ares Management’ s information technology systems or the third - attacks;but-party
information technology systems that support services.Ares Management’ s ability to monitor these third parties’
mformatlon securlty practlces is hmlted and they may not have adequate 1nformat10n securlty measures in place donot

information,networks,systems and facilities remain potentially vulnerable bccdusc the lcchmqucs used in such attempted
security breaches evolve and generally are not recognized until launched against a target ,and may be enhanced by artificial
intelligence technologies ,and in some cases are designed to not be detected and,in fact,may not be detected.Moreover,our
systems,servers and platforms and those of our third party service providers may be vulnerable to computer viruses or physical
or electronic break- ins and similar disruptions that our or their security measures may not detect,which could cause system
interruptions,website slowdown or unavailability,delays in communication or loss of data. Accordingly,we and our service
providers may be unable to anticipate these techniques or to implement adequate security barriers or other preventative
measures,and thus it is impossible for us and our service providers to entirely mitigate this risk. We may need to expend
significant resources and make significant capital investment to protect against security breaches or to mitigate the impact of any
such breaches.There can be no assurance that we or our third party service providers will be successful in preventing cyber-
attacks or successfully mitigate their effects.Cybersecurity risks require continuous and increasing attention and other resources
from us to,among other actions,identify and quantify these risks,upgrade and expand our technologies,systems and processes to
adequately address such risks.Such dllCHllOH diverts time and other resources from other activities and there is no assurance that
our efforts will be c[ ective.In addition cybcrsccullly has become a top pnorny for ILLLlldl()lS alound the world . ;&nd—sefne

di ect our prollldbl ity. Reeen-t-lry—ln

July 2023 ,the SE( adoptcd rules requiring publu compdmcs to disclose nldlu’ldl cybersecurity incidents on Form 8- K and
periodic disclosure of a registrant’ s cybersecurity risk management,strategy,and governance in annual reports. The rules




became effective beginning with annual reports for fiscal years ending on or after December 15,2023 and beginning with
Form 8- Ks on December 18,2023. With the SEC particularly focused on cybersecurity,we expect increased scrutiny of our
sour-Manager—s-and-Ares-Management—s-policies and systems designed to manage our cybersecurity risks and our related
disclosures.We also expect to face increased costs to comply with the new SEC rules,including increased costs for cybersecurity
training and management. Many-jurisdtetions-These changes may also result in enhanced and unforeseen consequences for
cyber- related breaches and cyber- attacks, which may further adversely affect our profitability.If we eperate-have-fail to
comply with the relevant lawq and regulatlons fe}aﬁng—te-éafa—pfwaey— ey%efseet&rw—and—pfeteeﬁeﬂ—we could suffer ﬁnanclal
loss,a disruption of alifornia ; W -
SEGhas—a{seﬁneheated—ﬂ&aﬁeﬂe-ef—tP&ex&mm&&enjaﬂef&m&regulatory 1nterventlon ageﬂetes—Heweveﬁt-heﬁﬁﬁa}ememaﬁeﬂ
may-negatively-impaet-out— or reputational damage

arrargements-. State licensing requirements causes us to incur expenses and our failure to comply with such requlrements may
have a material adverse effect on us and our operations. Nonbank companies are generally required to hold licenses in a number
of U. S. states to conduct lending activities. State licensing statutes vary from state to state and prescribe or impose various
recordkeeping requirements; restrictions on loan origination and servicing practices, including limits on finance charges and the
type, amount and manner of charging fees; disclosure requirements; requirements that licensees submit to periodic examination;
surety bond and minimum specified net worth requirements; periodic financial reporting requirements; notification requirements
for changes in principal officers, stock ownership or corporate control; restrictions on advertising; and requirements that loan
forms be submitted for review. Obtaining and maintaining licenses causes us to incur expenses and failure to be properly
licensed under state law or otherwise may have a material adverse effect on us and our operations. We are highly dependent on
the information......, regulatory intervention or reputational damage. RISKS RELATED TO SOURCES OF FINANCING AND
HEDGING Fluctuations in interest rates and credit spreads could increase our financing costs, reduce our ability to generate
income and increase the probability and magnitude of a loss on our #vestmentinvestments , each of which could lead to a
significant decrease in our results of operations, cash flows and the market value of our investments. Our primary interest rate
exposures relate to the yield on our investments and the financing cost of our debt as well as interest rate swaps that we may
utilize for hedging purposes. Changes in interest rates and credit spreads may-affect our net interest margin, which is the
difference between the interest income we earn on our interest- earning investments and the interest expense we incur in
financing these investments. Fluctuations in interest rates and credit spreads resulting in our interest expense exceeding interest
income wewldresult in operating losses for us. Higher fnereasestn-interest rates may-also adversely impact our loans that
contain a payment- in- kind (“ PIK ) interest provision as a result of the increasing size of the loan balance that may-heighten
heightens our exposure to potential losses when the loan balance becomes due at the end of the loan term. Changes in the level
of interest rates and credit spreads also mes-affect our ability to make investments, the value of our investments and our ability
to realize gains from the disposition of assets. Changes in interest rates and credit spreads sras-also negatively affect demand for
loans and eewdd-result in higher borrower default rates. To the extent that our financing costs are wi-be-determined by
reference to floating rates, such as SOFR or a Treasury index, plus a margin, the amount of such costs w+H-depend-depends on a
variety of factors, including, without limitation, (a) for collateralized debt, the value and liquidity of the collateral, and for non-
collateralized debt, our credit, (b) the level and movement of interest rates, and (c) general market conditions and liquidity. In a
period of rising interest rates or widening credit spreads, our interest expense on floating rate debt increases, while any
additional interest income we earn on our floating rate investments may be subject to caps or may be subject to a tighter credit
spread and as a result may not compensate for such increase in interest expense. At the same time, in a period of rising interest
rates, the interest income we earn on our fixed rate investments does not change but -the-duration-and-weighted-averagetife-of
our-fixed-rate-investments-wounld-inerease-and-the market value of such eurfixedrate-investments wewld-could decrease.
Simttark-Conversely , in a period of declining interest rates or tightening credit spreads, our interest income on floating rate
investments decreases, while any decrease in the interest we are charged on our floating rate debt may be subject to floors or the
interest rate costs on certain of our borrowings could be fixed at a higher floor and not compensate for such decrease in interest
income or tightened credit spread. Additionally, in a period of declining interest rates, the interest we are charged on our fixed
rate debt weuld-does not change and-but the market value of such debt swenld-generally inerease-increases —Any-sueh-seenarto
eould-materialty-and-adversely-affeetus-. In 2024, itis-antieipated-that-the Federal Reserve started witt-begin-to eutreduce the
benehmark-federal funds rates— rate . If interest rates on our loan investments swere-to-decrease consistent with decreases in
the federal funds rate , we will recelve less income from such loans Wthh could decrease our net income and materlally
1mpact our bu%meqs anein ; : : he

dlfferenceﬁ between the income earned on our investments, net of credlt losses, and our ﬁnancmg cost% The yleld% we earn on
our floating- rate assets and our borrowing costs tend to move in the same direction in response to changes in interest rates and
credit spreads. However, one can rise or fall faster than the other, causing our net interest margin or our credit spreads to expand
or contract. In addition, we could experience reductions in the yield on our investments and an increase in the cost of our
financing. Although we seek to match the terms of our liabilities to the expected lives of loans that we acquire or originate,
circumstances may arise in which our liabilities are shorter in duration than our assets, resulting in their adjusting faster in
response to changes in interest rates and credit spreads. For any period during which our investments are not match- funded, the
income earned on such investments may respond more slowly to interest rate and credit spread fluctuations than the cost of our



borrowings. Consequently, changes in interest rates and credit spreads, particularly short- term interest rates and credit spreads,
may immediately and significantly decrease our results of operations and cash flows and the market value of our investments.
Stenifteant-fluetuations-Fluctuations in interest rates and credit spreads as well as protracted periods of increases or decreases in
interest rates and credit spreads could adversely affect the operation and income of multifamily and other CRE properties, as
well as the demand from investors for CRE debt in the secondary market. In particular, higher interest rates and widening credit
spreads tend to decrease the number of loans originated. An increase in interest rates or widening credit spreads could cause
refinancing of existing loans to become less attractive and qualifying for a loan to become more difficult. However, a decrease
in interest rates or tightening credit spreads wilt-inerease-increases the likelihood that certain holdings will be refinanced at
lower rates that would negatively impact our earnings. We may-incur significant debt, which may-subjeet-subjects us to
increased risk of loss and mayreduee-reduces cash available for distributions to our stockholders. We borrow funds under the
Financing Agreements and the CLO Securitizations. As of December 31, 2623-2024 , we had approximately $ §94-718 . 8-5
million of outstanding borrowings under the Financing Agreements and $ #23-456 . 9-0 million outstanding under the CLO
Securitizations. We have and, subject to market conditions and availability, we may continue to incur significant debt through
bank credit facilities (including term loans and revolving facilities), repurchase agreements, warehouse facilities and structured
financing arrangements, public and private debt issuances and derivative instruments, in addition to transaction or asset specific
funding arrangements. The percentage of leverage we employ varies will-vary-depending on our available capital, our ability to
obtain and access financing arrangements with lenders, debt restrictions contained in those financing arrangements and the
lenders’ and rating agencies’ estimate of the stability of our investment portfolio” s cash flow. We may significantly increase the
amount of leverage we utilize at any time. In addition, we may leverage individual assets at substantially higher levels. Incurring
substantial debt eenld-subjeet-subjects us to many risks that, if realized, would materially and adversely affect us, including the
risk that: ¢ our cash flow from operations may be insufficient to make required payments of principal of and interest on the debt
or we may fail to comply with all of the other covenants contained in the debt, which is likely to result in (a) acceleration of such
debt (and any other debt containing a cross- default or cross- acceleration provision) that we may be unable to repay from
internal funds or to refinance on favorable terms, or at all, (b) our inability to borrow unused amounts under our financing
arrangements, even if we are current in payments on borrowings under those arrangements, and / or (c) the loss of some or all of
our assets to foreclosure or sale; * our debt may-inerease-increases our vulnerability to adverse economic and industry
conditions with no assurance that investment yields will increase with higher financing costs; * we are may-be-required to
dedicate a substantial portion of our cash flow from operations to payments on our debt, thereby reducing funds available for
operations, future business opportunities, stockholder distributions or other purposes; * we are not able to refinance debt that
matures prior to the investment it was used to finance on favorable terms, or at all; and ¢ as the holder of the subordinated
classes of securitizations, we may be required to absorb losses. Our CLO Securitizations contain certain senior note
overcollateralization ratio tests and future securitizations may be subject to similar tests. The value of loans in our CLO
Securitizations which are subject to default or are materially modified are reduced for the purposes of the senior note
overcollateralization ratio in accordance with the indenture. To the extent we fail to meet these tests, amounts that would
otherwise be used to make payments on the subordinate securities that we hold will be used to repay principal on the more
senior securities to the extent necessary to satisfy the senior note overcollateralization ratio and we may incur significant losses.
There can be no assurance that our leveraging strategy will be successful. The Fi mancmg Agreements impose, and any additional
lending facilities will impose, restrictive covenants and other restrictions. ¥ ;
The documents that govern the Financing Agreements and our securitizations contain, and any additional 1end1ng facﬂltles
would be expected to contain, customary negative covenants and other financial and operating covenants, that among other
things, may affect our ability to incur additional debt, make certain investments or acquisitions, reduce liquidity below certain
levels, make distributions to our stockholders, redeem debt or equity securities, make other restricted payments, impose asset
concentration limits s-and impact our flexibility to determine our operating policies and investment strategies. For example,
certain of the Financing Agreements contain (i) negative covenants that limit, among other things, our ability to repurchase our
common stock, make distributions to our stockholders, employ leverage beyond certain amounts, sell assets, engage in mergers
or consolidations, grant liens, and enter into transactions with affiliates (including amending the Management Agreement in a
material respect) and (ii) operating and financial covenants, including those requiring us to maintain a certain tangible net worth,
asset coverage ratio, total net leverage ratio, fixed charge coverage ratio and loan concentration. Certain of the restrictive
covenants that apply to the Financing Agreements are further described in Note 6 to our consolidated financial statements
included in this annual report on Form 10- K. Deterioration of the credit of our loans in 2023 hkas-resulted in an increase in
realized losses and non- accrual loans, which {mpaet-impacted the level of our tangible net worth, fixed charge coverage ratio
and asset coverage ratio covenants. In 2024, we renegotiated our Financing Agreements to lower certain of these ratios.
Continued deterioration of the credit of our loans may negatively impact our ability to satisfy the negative covenants and other
financial and operating covenants in the Financing Agreements , and there can be no guarantee that we would be able to
renegotiate the covenants in our Financing Agreements in the future . If we fail to meet or satisfy any of these covenants,
we would be in default under these agreements, and our lenders could elect to declare outstanding amounts due and payable,
terminate their commitments, require the posting of additional collateral, including cash to satisfy margin calls, further limit our
ability to make distributions to our stockholders (subject to a minimum to maintain our status as a REIT) and enforce their
interests against existing collateral. We are also subject to cross- default and acceleration provisions and, with respect to
collateralized debt, the posting of additional collateral, including cash to satisfy margin calls, and foreclosure rights upon default.
Further, these restrictions could also make it difficult for us to satisfy the qualification requirements necessary to maintain our
status as a REIT. The Financing Agreements and any bank credit facilities and repurchase agreements that we may use in the
future to finance our assets-investments may require us to provide additional collateral or pay down debt. We borrow funds




under the Financing Agreements. We anticipate that we will also utilize additional bank credit facilities or repurchase
agreements (including term loans and revolving facilities) to finance our assets if they become available on acceptable terms.
Suweh-The Financing Agreements and any future financing arrangements wewtd-involve the risk that the value of the loans or
securities pledged or sold by us to the provider of the bank credit facility or repurchase agreement counterparty may decline in
value, in which case the lender may require us to provide additional collateral, including cash to satisfy margin calls, or to repay
all or a portion of the funds advanced. With respect to certain facilities, subject to certain conditions, our lenders retain sole
discretion over the market value of loans or securities that serve as collateral for the borrowings under such facilities for
purposes of determining whether we are required to pay margin to such lenders. We may not have the funds available to repay
our debt at that time, which would likely result in defaults unless we are able to raise the funds from alternative sources, which
we may not be able to aehieve-do on favorable terms or at all. Posting additional collateral would reduce our liquidity and limit
our ability to leverage our assets-investments . If we cannot meet these requirements, the lender could accelerate our
indebtedness, increase the interest rate on advanced funds or terminate our ability to borrow funds from it, which could
materially and adversely affect our financial condition and ability to implement our investment strategy. In addition, if the lender
files for bankruptcy or becomes insolvent, our loans may become subject to bankruptcy or insolvency proceedings, thus
depriving us, at least temporarily, of the benefit of these assets. Such an event could restrict our access to bank credit facilities
and increase our cost of capital. The providers of bank credit facilities and repurchase agreement financing may also require us
to maintain a certain amount of cash or set aside assets sufficient to maintain a specified liquidity position that would allow us to
satisfy our collateral obligations. As a result, we may not be able to leverage our assets as fully as we would choose, which
could reduce our return on assets. If we are unable to meet these collateral obligations, our financial condition and prospects
could deteriorate rapidly. In addition, if a counterparty to our repurchase transactions defaults on its obligation to resell the
underlying security back to us at the end of the transaction term, or if the value of the underlying security has declined as of the
end of that term, or if we default on our obligations under the repurchase agreement, we will likely incur a loss on our
repurchase transactions. There can be no assurance that we will be able to obtain additional bank credit facilities or repurchase
agreements on favorable terms, or at all. Our access to sources of financing may be limited and thus our ability to grow our
business and to maximize our returns may be adversely affected. We borrow funds under various financing arrangements and
our business requires a significant amount of funding capacity on an interim basis. Subject to market conditions and availability,
we may incur significant additional debt through bank credit facilities (including term loans and revolving facilities that may be
subject to a borrowing base), repurchase agreements, warehouse facilities and structured financing arrangements, public and
private debt issuances and derivative instruments, in addition to transaction or asset specific funding arrangements. We may also
issue additional debt or equity securities to fund our growth. Our access to sources and availability of financing will depend
upon a number of factors, over which we have little or no control, including:  general economic or market conditions; ¢ the
market’ s view of the quality of our assets-investments ; « the market’ s perception of our growth potential; « our current and
potential future earnings and cash distributions; and ¢ the market price of the shares of our common stock. From time to time,
capital markets may experience periods of disruption and instability, which may also adversely affect our ability to refinance our
financing arrangements. There can be no assurance that current market conditions will not worsen in the future. See “ Risk
Factors — Risks Related to Our Business — A#n-A global economic slowdown rareeesstorror further declines in real estate
values could impair our investments and harm our operations. ” We s#Htneed to periodically access the capital markets to raise
cash to fund new investments in excess of our repayments. A prolonged decline in the price of our shares of common stock
compared to book value could negatively affect our access to these markets. We have elected and qualified for taxation as a
REIT. Among other things, in order to maintain our REIT status, we are generally required to annually distribute to our
stockholders an amount equal to at least 90 % of our REIT taxable income, and, as a result, such distributions will not be
available to fund investment originations. We must continue to borrow from financial institutions and issue additional securities
to fund the growth of our investments and to ensure that we can meet ongoing maturities of our outstanding debt. Unfavorable
economic or capital market conditions may-increase our funding costs, limit our access to the capital markets er-and could
result in a decision by our potential lenders not to extend credit. An inability to successfully access the capital markets could
limit our ability to grow our business and fully execute our business strategy and could decrease our earnings, if any. In addition,
weakness in the capital and credit markets could adversely affect one or more private lenders and could cause one or more of our
private lenders to be unwilling or unable to provide us with financing or to increase the costs of that financing. In addition, if
regulatory capital requirements imposed on our private lenders change, they may be required to limit, or increase the cost of,
financing they provide to us. In general, this could potentially increase our financing costs and reduce our liquidity or require us
to sell assets at an inopportune time or price. No assurance can be given that we will be able to obtain any such financing
(including any replacement financing for our current financing arrangements) on favorable terms or at all. Lender consent rights
under warehouse facilities we may utilize may limit our ability to originate or acquire assets. In order to borrow funds to
originate or acquire assets under warehouse facilities we may utilize, the lenders thereunder would have the right to approve the
potential assets for which we are seeking financing. We may be unable to obtain the consent of a lender to originate or acquire
assets that we believe would be beneficial to us and we may be unable to obtain alternate financing for such assets. We have
utilized and may continue to utilize in the future non- recourse long- term securitizations. Such structures sas-expose us to risks
which could result in losses. We have utilized and, if available, we may utilize in the future non- recourse long- term
securitizations of our investments in mortgage loans, especially loan originations, if and when they become available. Prior to
any such financing, we may seek to finance these investments with relatively short- term facilities until a sufficient portfolio is
accumulated. As a result, we would be subject to the risk that we would not be able to originate or acquire, during the period
that any short- term facilities are available, sufficient eligible assets to maximize the efficiency of securitizations. We also would
bear the risk that we would not be able to obtain new short- term facilities or would not be able to renew any short- term



facilities after they expire should we need more time to seek and originate or acquire sufficient eligible assets for securitizations.
In addition, conditions in the capital markets, including volatility and disruption in the capital and credit markets, may not
permit non- recourse securitizations at any particular time or may make the issuance of any such securitizations less attractive to
us even when we do have sufficient eligible assets. While we would intend to retain the unrated equity component of
securitizations and, therefore, still have exposure to any investments included in such securitizations, our inability to enter into
such securitizations would increase our overall exposure to risks associated with direct ownership of such investments, including
the risk of default, as we may have utilized recourse facilities to finance such investments. Our inability to refinance any short-
term facilities would also increase our risk because borrowings thereunder would likely be recourse to us as an entity. If we are
unable to obtain and renew short- term facilities or to consummate securitizations to finance our investments on a long- term
basis, we may be required to seek other forms of potentially less attractive financing or to liquidate assets at an inopportune time
or price. Moreover, we may also suffer losses if the value of the mortgage loans we originate declines prior to securitizations.
Declines in the value of a mortgage loan can be due to, among other things, changes in interest rates and changes in the credit
quality of the loan. In addition, we may suffer a loss due to the incurrence of transaction costs related to executing these
transactions. To the extent that we incur a loss executing or participating in future securitizations for the reasons described
above or for other reasons, it could materially and adversely impact our business and financial condition. The securitization
process is subject to an evolving regulatory environment that may affect certain aspects of our current business. The pools of
commercial loans that we may originate, securitize or acquire as asset- backed securities and for which we act as special servicer
are structures commonly referred to as securitizations. As a result of the dislocation of the credit markets, and in anticipation of
more extensive regulation, including regulations promulgated pursuant to the Dodd- Frank Act, the securitization industry
crafted and continues to craft changes to securitization practices, including changes to representations and warranties in
securitization transaction documents, new underwriting guidelines and disclosure guidelines. Pursuant to the Dodd- Frank Act,
various federal agencies, including the SEC (collectively, “ the agencies ) have promulgated regulations with respect to issues
that affect securitizations. Pursuant to Regulation AB and other rules, issuers of registered asset- backed securities are subject to
significant disclosure, review and reporting requirements. In addition, pursuant to rules adopted by the agencies, securitizers in
both public and private securitization transactions are required to retain at least 5 % of the risk associated with the securities,
subject to certain exceptions, which we are subject to in our securitizations. These regulations, and other proposed regulations
affecting securitizations, could alter the structure of securitizations in the future, pose additional risks to our participation in
future securitizations or reduce or eliminate the economic incentives for participating in future securitizations, increase the costs
associated with our origination, securitization or acquisition activities, or otherwise increase the risks or costs of us doing
business. We may-enter into hedging transactions that-eould-from time to time and such transactions expose us to contingent
liabilities #irthe-future-. Subject to maintaining our qualification as a REIT, part of our investment strategy withinvelve-involves
entering into hedging transactions that could require us to fund cash payments in certain circumstances (such as the early
termination of the hedging instrument caused by an event of default or other early termination event, or the decision by a
counterparty to request margin securities it is contractually owed under the terms of the hedging instrument). The amount due
would be equal to the unrealized loss of the open swap positions with the respective counterparty and could also include other
fees and charges. Any such economic losses will be reflected in our results of operations, and our ability to fund these
obligations will depend on the liquidity of our assets and access to capital at the time, and the need to fund these obligations
could adversely impact our financial condition. Hedging against interest rate or currency exposure may adversely affect our
earnings, which could reduce our cash available for distribution to our stockholders. Subject to maintaining our qualification as a
REIT, we may pursue various hedging strategies to seek to reduce our exposure to adverse changes in interest rates or
currencies. This hedging activity may vary in scope based on the level and volatility of interest rates, the type of assets held and
other changing market conditions. We regularly measure our exposure to interest rate risk and assess interest rate risk and
manage our interest rate exposure on an ongoing basis by comparing our interest rate sensitive assets to our interest rate sensitive
liabilities. Based on that review, we determine whether or not we should enter into hedging transactions and derivative financial
instruments, such as forward sale commitments and interest rate floors in order to mitigate our exposure to changes in interest
rates. While hedging activities may mitigate our exposure to adverse fluctuations in interest rates, certain hedging transactions
that we have entered into or may enter into in the future, such as interest rate swap agreements, may also limit our ability to
participate in the benefits of lower interest rates with respect to our investments. In addition, interest rate hedging may fail to
protect or could adversely affect us because, among other things: « interest rate hedging can be expensive, particularly during
periods of rising and volatile interest rates; * available interest rate hedges may not correspond directly with the interest rate risk
for which protection is sought;  due to a credit loss, the duration of the hedge may not match the duration of the related liability;
» we may have to limit our use of hedging techniques that might otherwise be advantageous or implement those hedges through
a TRS to comply with REIT requirements, increasing the cost of our hedging activities because our TRSs would be subject to
tax on gains and hedging- related losses in our TRSs will generally not provide any tax benefit, except for losses carried forward
against future taxable income in the TRSs; ¢ legal, tax and regulatory changes could occur and may adversely affect our ability
to pursue our hedging strategies and / or increase the costs of implementing such strategies; ¢ the credit quality of the hedging
counterparty owing money on the hedge may be downgraded to such an extent that it impairs our ability to sell or assign our
side of the hedging transaction; and * the hedging counterparty owing money in the hedging transaction may default on its
obligation to pay. In addition, we may fail to recalculate, readjust and execute hedges in an efficient manner. Any hedging
activity in which we engage may materially and adversely affect our business. Therefore, while we may enter into such
transactions seeking to reduce interest rate risks, unanticipated changes in interest rates may result in poorer overall investment
performance than if we had not engaged in any such hedging transactions. In addition, the degree of correlation between price
movements of the instruments used in a hedging strategy and price movements in the portfolio positions or liabilities being



hedged may vary materially. Moreover, for a variety of reasons, we may not seek to establish a perfect correlation between such
hedging instruments and the portfolio positions or liabilities being hedged. Any such imperfect correlation may prevent us from
achieving the intended hedge and expose us to risk of loss. Hedging instruments often are not traded on regulated exchanges or
guaranteed by an exchange or its clearing house, and involve risks and costs that could result in material losses. The cost of
using hedging instruments increases as the period covered by the instrument increases and during periods of rising and volatile
interest rates, we may increase our hedging activity and thus increase our hedging costs. In addition, hedging instruments
involve risk since they often are not traded on regulated exchanges or guaranteed by an exchange or its clearing house.
Consequently, there are no requirements with respect to record keeping, financial responsibility or segregation of customer
funds and positions. Furthermore, the counterparties to these contractual arrangements may not perform as agreed and the
enforceability of agreements underlying hedging transactions may depend on compliance with applicable statutory and
commodity and other regulatory requirements and, depending on the identity of the counterparty, applicable international
requirements. The business failure of a hedging counterparty with whom we enter into a hedging transaction will most likely
result in its default. Default by a party with whom we enter into a hedging transaction may result in the loss of unrealized profits
and force us to cover our commitments, if any, at the then current market price. Although generally we will seek to reserve the
right to terminate our hedging positions, it may not always be possible to dispose of or close out a hedging position without the
consent of the hedging counterparty and we may not be able to enter into an offsetting contract in order to cover our risk. We
cannot assure you that a liquid secondary market will exist for hedging instruments purchased or sold, and we may be required
to malntaln a position untll exercise or explratlon Wthh Could result in 51gn1ﬁcant losses. We may—fai-l—te—qua-l-rfy—fér—hedge

; y y v y We-are currently exempt from being
regulated asa Commodlty pool operator in part because we comply Wlth certain restrlctlons regarding our use of certain
derivative instruments, and failure to comply with such restrictions could subject us to additional regulation and compliance
requirements which could materially adversely affect our business and financial condition. Rules under the Dodd- Frank Act
have established a comprehensive regulatory framework for derivative contracts commonly referred to as “ swaps. ” Under these
rules, any investment fund that trades in swaps may be considered a “ commodity pool, ”” which would cause its directors to be
regulated as “ commodity pool operators, ” or “ CPOs. ” Unless an exemption is available, a CPO must register with the United
States Commodity Futures Trading Commission (the “ CFTC ”) and become a member of the National Futures Association (the
“NFA ”), which requires compliance with NFA’ s rules, and renders such CPO subject to regulation by the CFTC, including
with respect to disclosure, reporting, recordkeeping and business conduct. We use, from time to time, hedging instruments in
conjunction with our investment portfolio and related borrowings to reduce or mitigate risks associated with changes in interest
rates, mortgage spreads, yield curve shapes, currency fluctuations and market volatility. These hedging instruments could
include interest rate swaps, interest rate futures and options on interest rate futures, each of which is considered a *“ swap ” under
CFTC rules. We submitted a claim for relief from any registration requirements pursuant to a no- action letter issued by the
CFTC for mortgage REITs. In order to qualify for relief from registration, we are restricted to using swaps within certain
specific parameters, including a limitation that our annual income derived from commodity interest trading be less than 5 % of
our gross annual income and that the initial margin and premiums required to establish commodity interest positions be no more
than 5 % of the fair market value of our total assets. If we fail to comply with the applicable restrictions, our directors may be
compelled to register as CPOs, or we may be required to seek other hedging instruments or techniques at increased cost to us, or
that may not be as effective as the use of swaps. RISKS RELATED TO OUR INVESTMENTS We switallocate our available
capital without input from our stockholders. ¥eu-wil-Stockholders are not be-able to evaluate-participate in decisions
regarding the manner in which our available capital is invested or the economic merit of our expeeted-investments. As a result,
we may use our available capital to make investments with which yew-stockholders may not agree. Additionally, our
investments are witt-be-selected by our Manager and our stockholders si-do not have input into such investment decisions.
Both of these factors wilkincrease the uncertainty, and thus the risk, of investing in our securities. The failure of our Manager to
apply this-our capital effectively or find investments that meet our investment criteria in sufficient time or on acceptable terms
could result in unfavorable returns, could cause a material adverse effect on our business, financial condition, liquidity, results of
operations and ability to make distributions to our stockholders, and could cause the value of our common stock to decline.
Until appropriate investments can be identified, our Manager may invest our available capital in interest- bearing short- term
investments, including money market accounts or funds, commercial mortgage- backed securities, or corporate bonds, which are
consistent with our intention to qualify as a REIT. These investments are expected to provide a lower net return than we seek to
achieve from investments in our target investments. Our Manager intends-te-eonduet-conducts due diligence with respect to each
investment and suitable investment opportunities may not be immediately available. Even if opportunities are available, there



can be no assurance that our Manager’ s due diligence processes s#Huncover all relevant facts or that any investment will be
successful. We cannot assure you that in the future (i) we will be able to enter into definitive agreements to make any new
investments that meet our investment objective, (ii) we will be successful in consummating any investment opportunities we
identify or (iii) one or more investments we may make will yield attractive risk- adjusted returns , and some have not in the
past . Our inability to do any of the foregoing tkelywoutd-materially and adversely impacts our business and our ability to
make dlstrlbutlons to our stockholders. The lack of llquldlty in our mvestments may adversely affect our buqmess and-our
eid 6 d . The

1111qu1d1ty of our target investments may—ma-ke—makes it difficult for us to sell @uch investments 1f the need or desire arises.
Certain target investments such as senior mortgage loans, subordinated debt, preferred equity, mezzanine loans and other CRE
investments are also particularly illiquid investments due to their short life, their potential unsuitability for securitization and the
greater difficulty of recovery in the event of a borrower’ s default. In addition, many of the securities we invest in siH-are not be
registered under the relevant securities laws, resulting in a prohibition against their transfer, sale, pledge or disposition except in
a transaction that is exempt from the registration requirements of, or otherwise in accordance with, those laws. As a result, we
expeet-many of our investments are sH-be-illiquid, and if we are required to liquidate all or a portion of our portfolio quickly,
for example, as a result of margin calls, we may realize significantly less than the value at which we have previously recorded
investments. Further, we may face other restrictions on our ability to liquidate an investment in a business entity to the extent
that we or our Manager has or could be attributed as having material, non- public information regarding such business entity.
Moreover, certain of our loan investments meay-have become less liquid as a result of tarbtlent-current market conditions,
which may make it more difficult for us to dispose of such assets at advantageous times or in a timely manner. As a result, our
ability to vary our portfolio in response to changes in economic and other conditions is maybe-relatively limited, which eeuld
has adversely affeet-affected our results of operations and financial condition. Our portfolio is concentrated in a limited number
of loans and has a higher exposure to the office and mixed- use sectors compared to the other property types , which
subjects us to a risk of significant loss if any of these loans default. As of December 31, 2024 and 2023 ard-2622-, our portfolio
totaled 36 and 46 ard-66-loans held for investment, respectively. The number of loans in which we are invested may be higher
or lower depending on the amount of our assets under management at any given time, market conditions and the extent to which
we employ leverage, and switHikely-flaetaate-fluctuates over time. A consequence of this limited number of investments is that
the aggregate returns we realize are may-be-significantly adversely affected even if only a small number of investments perform
poorly, if we need to write down the value of any one investment or if an investment is repaid prior to maturity and we are not
able to promptly redeploy the proceeds. W-e-While we intend to continue to diversify our portfolio of investments in the
manner described in our filings with the SEC we do not have ﬁxed gu1dehnes for dlverslﬁcatlon and our 1nve€tments could
be Concentrated in relatlvely few loans —W ;

eeneeﬂtrated—ha—fe}at-i-ve}y—few—}eaﬂs—and / or relatlvely few property types As of December 31 2024 approx1mately 44.2 %
of our total loan portfolio based on outstanding principal balance of loans held for investment is related to loans

collateralized by office space and mixed- use space, which are at higher risk of foreclosure. I our portfolio of target
investments is concentrated in eertat-property types that are subject to higher risk of foreclosure (such as office space or
mixed- use properties) , or secured by properties concentrated in a limited number of geographic locations, downturns relating
generally to such industry, region or type of asset may result in defaults on a number of our investments within a short time
period, which may reduce our net income and the value of our common stock and accordingly reduce our ability to pay
dividends to our stockholders. We may invest in multiple secured loans that share a common sponsor. We do not have a limit on
the amount of total gross offering proceeds that can be held by multiple borrowers that share the same sponsor. We may face
greater credit risk to the extent a large portion of our portfolio is concentrated in loans to multiple borrowers that share the same
sponsor. Our reslestate-investments are subject to risks particular to real property. These risks may result in a reduction or
elimination of, or return from, a loan secured by a particular property. We have in the past owned, currently own and may own
in the future CRE directly as a result of a default of mortgage or other real estate related loans. Real estate investments are
subject to various risks, including: « changes in national, regional or local economic conditions and / or specific industry
segments or geographic regions; * with respect to office properties, increases in remote working arrangements and the
subsequent effect on demand for such properties; ¢ acts of God, pandemics, earthquakes, droughts, floods , hurricanes, fires
and other natural disasters, which may result in uninsured losses; * political events, civil or military dlqturbancee +or acts of war
or terrorism yineluding the-eonsequenees-of terrorist-attaeks-; * adverse changes in national and local economic and market
conditions, including local markets with a significant exposure to the energy sector, which may be affected by the prices of oil
and gas that could adversely affect the success of tenants in that industry; ¢ changes in governmental laws and regulations
(including their interpretations), fiscal pohcle% and zonlng ordinances and the related costs of compliance with laws and
regulations, fiscal policies and ordinances 2 W RE-arra an
offtee-properties—; * costs of remediation and 11ab111t1e§ associated with enV1r0nmental conditions %uch as indoor mold .
increases in costs of development and construction; and ¢ the potential for uninsured or under- insured property losses. If any of
these or similar events occur, it may reduce our return from an affected property or investment and services and reduce or
eliminate our ability to pay dividends to our stockholders. The CRE loans we originate and the mortgage loans underlying any
commercial mortgage- backed securities investments that we may make are swH-be-subject to the ability of the commercial
property owner to generate net income from operating the property, as well as the risks of delinquency and foreclosure. Our
CRE loans are secured by eemmeretal-and-industrial, multifamily , mixed- use, self- storage, student housing and office and
residential properties . In particular, mixed- use and office properties are subject to risks of delinquency and foreclosure, and
risks of loss that may be greater than similar risks associated with loans made on the security of other types of single—family




restdential-property. The ability of a borrower to repay a loan secured by an income- producing property typically is dependent
primarily upon the successful operation of such property rather than upon the existence of independent income or assets of the
borrower. #-As the net operating income of the property declines ts-tedueed-, the borrower’ s ability to repay the loan is may-be
impaired. Net operating income of an income- producing property has in the past and in the future can be adversely affected
by, among other things, the following: ¢ tenant mix; * success of tenant businesses; ¢ property management decisions; ¢ property
location, condition and design; * competition from comparable types of properties; ° changes in laws that increase operating
expenses or limit rents that may be charged; ¢ changes in national, regional or local economic conditions, inetading-as-aresult-of
a-potenttal-reeesston;-and / or specific industry segments, including the credit and securitization markets; ¢ declines in regional or
local real estate values; « changes in local markets in which our tenants operate, including work and shopping- related
dynamics and changes in oil and gas prices; * declines in regional or local rental or occupancy rates; * increases in interest rates,
real estate tax rates and other operating expenses, including the cost of insurance; * costs of remediation and liabilities associated
with environmental conditions; ¢ the potential for uninsured or underinsured property losses; ¢ the potential for casualty or
condemnation loss; * changes in governmental laws and regulations, including fiscal policies, zoning ordinances and
environmental legislation and the related costs of compliance; * changes in supply (resulting from the recent growth in CRE debt
funds or otherwise) and demand (resulting from increases in remote working arrangements or otherwise); and ¢ acts of God,
earthquakes, droughts, floods, hurricanes, fires and other natural disasters, pandemics, terrorist attacks, social unrest and
civil disturbances, which may decrease the availability of or increase the cost of insurance or result in uninsured losses. In the
event of any-default under a mortgage loan held direetly-by us, we wilt-bear a risk of loss of principal to the extent of any
deficiency between the value of the collateral and the principal and accrued interest of the mortgage loan, which eeuld-have-has
had a material adverse effect on our cash flow from operations and Hmttlimits amounts available for distribution to our
stockholders. In the event of the bankruptcy of a mortgage loan borrower, the mortgage loan to such borrower will be deemed to
be secured only to the extent of the value of the underlying collateral at the time of bankruptcy (as determined by the bankruptcy
court), and the lien securing the mortgage loan will be subject to the avoidance powers of the bankruptcy trustee or debtor- in-
possession to the extent the lien is unenforceable under state law. Foreclosure of a mortgage loan can be an expensive and
lengthy process, which could have a substantial negative effect on our anticipated return on the foreclosed mortgage loan. We
are subject to various risks related to the ownershrp of eertatirreal property. Real property that we currently own or that we may
own in the future by ; ; eperations-subjects us to risks particular to CRE property. We
currently own a mixed- use property located in Florida that-we-and an office property located in North Carolina. We

acquired legal title to these properties through a consensual foreclosure ;-and we-have-irthe-pastowned,and-may-continue-to

own-in-the-fattre,eertairproperties-as-a resutt-deed in lieu of foreclosure of, respectively, with respect to the loans secured
by such properties. Fhe-ewnership-of-In the past, we have owned similar properties under similar circumstances. We do

not manage rcal cstatc properties in the ordinary course of our business and the ownership of these properties subjects us
to certain operating risks that vary in degree among different real estate asset classes y-sueh-as-. These risks include tenants’
failure or unwillingness to make rental payments when due, decreased demand for the space as a result of market volatility,
lack of liquidity, work- from- home arrangements and online shopping alternatives , or lower occupancy due to macroeconomic
conditions. Additionally, tenants of properties we may-own or may own in the future may clect to not renew their leases or to
renew them for less space than they currently occupy, especially in the case of office space, if substantial reconfiguration is
required, which could increase vacancy, place downward pressure on occupancy, rental rates and income and property
valuation. All of these factors could have a material adverse effect on the income we generate, if any ineome-we-eould
generate-, or expenses we eewtd-incur, from the ownership of such properties. Moreover, our ability to sell CRE is affected by
public perception that lenders are inclined to accept large discounts from market value in order to quickly liquidate properties.
Any material decrease in market prices may lead to CRE write- downs, with a corresponding expense in our statement of
operations. Write- downs on CRE or an inability to sell CRE properties could have a material adverse effect on our future
business, results of operations, financial condition and the value of our common stock. Furthermore, the management and
resolution of CRE increases our costs and requires significant commitments of time from our management and directors, which
can be detrimental to the performance of their other responsibilities. Prepayment rates may adversely affect the value of our
portfolio of assets. Our net income and earnings may be affected by prepayment rates on our existing CRE loans. In periods of
declining interest rates and / or credit spreads, prepayment rates on loans generally increase. Borrowers may seek to make
prepayments as a result of SOFR or other interest rate floors in our loans which could result in higher interest expense. If
general interest rates or credit spreads decline at the same time, the proceeds of such prepayments received during such periods
are likely to be reinvested by us in assets yielding less than the yields on the assets that were prepaid. In addition, the value of
our assets may be affected by prepayment rates on loans. If we originate CRE loans, we expect borrowers will prepay at a
projected rate generating an expected yield. When borrowers prepay their loans faster than expected, we may be unable to
replace these CRE loans with new CRE loans and the corresponding prepayments on the CRE loans may reduce the
expected yield on such loans. If prepayment rates decrease in a rising interest rate environmentsuehas-the-euwrrent-environment,
and borrowers exercise extension options on CRE loans or we extend the term of CRE loans, the life of the loans could extend
beyond the term of the Financing Agreements that we borrow on to fund our CRE loans. Fhiseould-have-anegative-tmpaeton
eurtestlts-ofoperations—In seme-such situations, we may be forced to fund additional cash collateral in connection with the
Financing Agreements or sell assets to maintain adequate liquidity, which could cause us to incur losses. Prepayment rates on
loans may be affected by a number of factors including, but not limited to, the then- current level of interest rates and credit
spreads, the availability of mortgage credit, the relative economic vitality of the area in which the related properties are located,
the servicing of the loans, possible changes in tax laws, other opportunities for investment, and other economic, social,
geographic, demographic and legal factors and other factors beyond our control. Consequently, such prepayment rates cannot be




predicted with certainty and no strategy can completely insulate us from prepayment or other such risks. In addition, principal
repayments from mortgage loans in commercial mortgage- backed securities and collateralized loan obligations are applied
sequentially, first going to pay down the senior commercial mortgage- backed securities and collateralized loan obligations.
Accordingly, we will not receive any proceeds from repayment of loans in commercial mortgage- backed securities or
collateralized loan obligations until all senior notes are repaid in full, which could materially and adversely impact our liquidity,
capital resources and financial condition. If we are unable to successfully integrate new assets and manage our growth, our
results of operations and financial condition may suffer. We have in the past and may in the future significantly increase the size
and / or change the mix of our portfolio of assets. We may be unable to successfully and efficiently integrate newly acquired
assets into our existing portfolio or otherwise effectively manage our assets or our growth effectively. In addition, increases in
our portfolio of assets and / or changes in the mix of our assets may place significant demands on our Manager’ s administrative,
operational, asset management, financial and other resources. Any failure to manage increases in size or type effectively could
adversely affect our results of operations and financial condition. We operate in a competitive market for investment
opportunities and loan originations and competition may limit our ability to originate or acquire our target investments on
attractive terms. A number of entities compete with us to make the types of investments that we seek to make and originate the
types of loans that we seek to originate. Our profitability depends, in large part, on our ability to originate or acquire our target
investments on attractive terms. In originating or acquiring our target investments, we compete with a variety of institutional
investors, including other REITSs, specialty finance companies, public and private funds (including other funds managed by Ares
Management), commercial and investment banks, CRE service providers, commercial finance and insurance companies and
other financial institutions. Several other REITs have raised, or are expected to raise, significant amounts of capital, and may
have investment objectives that overlap with ours, which may create additional competition for investment opportunities. Many
of our anticipated competitors are significantly larger than we are and may have considerably greater financial, technical,
marketing and other resources than we do. Some competitors may have a lower cost of funds and access to funding sources that
are not available to us, such as the United States Government. Many of our competitors are not subject to the operating
constraints associated with REIT tax compliance or maintenance of an exemption from the 1940 Act. In addition, some of our
competitors may have higher risk tolerances or different risk assessments, which could allow them to consider a wider variety of
investments, deploy more aggressive pricing and establish more relationships than us. Furthermore, competition for originations
of and investments in our target investments may lead to the yield on such assets decreasing, which may further limit our ability
to generate desired returns. We cannot assure you that the competitive pressures we face will not have a material adverse effect
on our business, financial condition and results of operations. Also, as a result of this competition, desirable investments in our
target investments may be limited in the future and we may not be able to take advantage of attractive investment opportunities
from time to time, as we can provide no assurance that we will be able to identify and make investments that are consistent with
our investment objectives. If our Manager overestimates the yields or incorrectly prices the risks of our investments, we may
experience losses. Our Manager values our petestial-investments based on yields and risks, taking into account estimated future
losses on the mortgage loans and the collateral underlying our mortgage loans and included in securitization pools, and the
estimated impact of these losses on expected future cash flows and returns. Our Manager’ s loss estimates may not prove
accurate, as actual results may vary from estimates. If our Manager underestimates the asset- level losses relative to the price we
pay for a particular investment, we may experience losses with respect to such investment. Loans on properties in transition will
involve a greater risk of loss than traditional investment- grade mortgage loans with fully insured borrowers. We may originate
transitional loans secured by first lien mortgages on a property to borrowers who are typically seeking short- term capital to be
used in an acquisition or rehabilitation of a property. The typical borrower under a transitional loan has usually identified an
undervalued asset that has been under- managed and / or is located in a recovering market. If the market in which the asset is
located fails to improve according to the borrower’ s projections, or if the borrower fails to improve the quality of the asset’ s
management and / or the value of the asset, the borrower may not receive a sufficient return on the asset to satisfy the
transitional loan, and we bear the risk that we may not recover some or all of our investment. In addition, borrowers usually use
the proceeds of a conventional mortgage to repay a transitional loan. Transitional loans therefore are subject to risks of a
borrower’ s inability to obtain permanent financing to repay the transitional loan. Transitional loans are also subject to risks of
borrower defaults, bankruptcies, fraud, losses and special hazard losses that are not covered by standard hazard insurance. In the
event of any default under transitional loans that may be held by us, we bear the risk of loss of principal and non- payment of
interest and fees to the extent of any deficiency between the value of the mortgage collateral and the principal amount and
unpaid interest of the transitional loan. To the extent we suffer such losses with respect to these transitional loans, our net
income and the value of our common stock may be adversely affected. Risks of cost overruns and non- completion of
renovation, construction and development of the properties underlying short term senior loans on properties in transition may
result in significant losses. The renovation, refurbishment, expansion, construction or development by us or a borrower under a
mortgaged property involves risks of cost overruns and non- completion. Estimates of the costs of improvements to bring an
acquired property up to standards established for the market position intended for that property may prove inaccurate. Other
risks may include rehabilitation costs exceeding original estimates, possibly making a project uneconomical, environmental risks
and rehabilitation and subsequent leasing of the property not being completed on schedule. If such renovation, refurbishment,
expansion, construction or development is not completed in a timely manner, or if it costs more than expected, the borrower
may experience a prolonged impairment of net operating income and may not be able to make payments on our investment,
which could result in significant losses. Investments in non- investment grade rated CRE loans or securities involve increased
risk of loss. Many of our investments will not be rated or will be rated as non- investment grade by the rating agencies. The non-
investment grade ratings for these assets typically result from the overall leverage of the loans, the lack of a strong operating
history for the properties underlying the loans, the borrowers’ credit history, the underlying properties’ cash flow or other



factors. As a result, these investments should be expected to have a higher risk of default and loss than investment grade rated
assets. Any loss we incur as a result may be significant and may reduce distributions to our stockholders and adversely affect the
market value of our common stock. There are no limits on the percentage of unrated or non- investment grade rated assets we
may hold in our investment portfolio. The B- Notes and C- Notes that we have originated or may originate or acquire in the
future may be subject to additional risks related to the privately negotiated structure and terms of the transaction, which may
result in losses to us. We have originated and may continue to originate or acquire B- Notes and C- Notes. As of December 31,
2024, we had issued two subordinated B- Notes and one subordinated C- Note with an aggregate outstanding principal
balance of $ 22. 8 million, all of which was on non- accrual status . A B- Note is a mortgage loan typically (a) secured by a
first mortgage on a single large commercial property or group of related properties and (b) subordinated to an A- Note secured
by the same first mortgage on the same collateral. A C- Note is a mortgage loan similar to a B- Note, except that it is
further subordinated to a B- Note secured by the same first mortgage on the same collateral. As a result, if a borrower
defaults, there may not be sufficient funds remaining for the B - Note or C - Note holders after payment to the A- Note holders.
Because each transaction is privately negotiated, B- Notes and C- Notes can vary in their structural characteristics and risks. For
example, the rights of holders of B- Notes and C- Notes to control the process following a borrower default may vary from
transaction to transaction. Further, B - Notes and C - Notes typically are secured by a single property and accordingly reflect the
risks associated with significant concentration. Significant losses related to our B - Notes and C - Notes would result in
operating losses for us and may limit our ability to make distributions to our stockholders. Our mezzanine loan assets involve
greater risks of loss than senior loans secured by real properties. We have originated and may continue to originate or acquire
mezzanine loans, which take the form of subordinated loans secured by second mortgages on the underlying property or loans
secured by a pledge of the ownership interests of either the entity owning the property or a pledge of the ownership interests of
the entity that owns the interest in the entity owning the property. These types of assets involve a higher degree of risk than
senior mortgage loans secured by real property because the loan may become unsecured as a result of foreclosure by the senior
lender. In the event of a bankruptcy of the entity providing the pledge of its ownership interests as security, we may not have
full recourse to the assets of such entity or the assets of the entity may not be sufficient to satisfy our mezzanine loan. In
addition, lenders can be subject to lender liability claims for actions taken by them where they become too involved in the
borrower’ s business or exercise control over the borrower. For example, we could become subject to a lender’ s liability claim,
if, among other things, we actually render significant managerial assistance. If a borrower defaults on our mezzanine loan or
debt senior to our loan, or in the event of a borrower bankruptcy, our mezzanine loan will be satisfied only after the senior debt.
As aresult, we may not recover some or all of our initial expenditure. In addition, mezzanine loans may have higher loan- to-
value ratios than conventional mortgage loans, resulting in less equity in the property and increasing the risk of loss of principal.
Significant losses related to our mezzanine loans would result in operating losses for us and may limit our ability to make
distributions to our stockholders. Investments in preferred equity involve a greater risk of loss than traditional debt financing.
We invest in and may continue to invest in real estate preferred equity, which involves a higher degree of risk than first
mortgage loans due to a variety of factors, including the risk that, similar to mezzanine loans, such investments are subordinate
to first mortgage loans and are not collateralized by property underlying the investment. Unlike mezzanine loans, preferred
equity investments generally do not have a pledge of the ownership interests of the entity that owns the interest in the entity
owning the property. Although as a holder of preferred equity we may seek to enhance our position with covenants that limit the
activities of the entity in which we hold an interest and protect our equity by obtaining an exclusive right to control the
underlying property after an event of default, should such a default occur on our investment, we would only be able to proceed
against the entity in which we hold an interest, and not the property owned by such entity and underlying our investment. As a
result, we may not recover some or all of our investment. Any credit ratings assigned to our investments will be subject to
ongoing evaluations and revisions and we cannot assure you that those ratings will not be downgraded. Some of our
investments, including the notes issued in our securitization transactions for which we are required to retain a portion of the
credit risk, may be rated by rating agencies such as Moody’ s Investors Service, Fitch Ratings, Standard & Poor’ s, DBRS, Inc.
or Realpoint LLC. Any credit ratings on our investments are subject to ongoing evaluation by credit rating agencies, and we
cannot assure you that any such ratings will not be changed or withdrawn by a rating agency in the future if, in its judgment,
circumstances warrant. If rating agencies assign a lower- than- expected rating or reduce or withdraw, or indicate that they may
reduce or withdraw, their ratings of our investments in the future, the value of our investments could significantly decline, which
would adversely affect the value of our investment portfolio and could result in losses upon disposition or the failure of
borrowers to satisfy their debt service obligations to us. We may experience a decline in the fair value of our assets. A decline in
the fair market value of our assets may require us to recognize an “ other- than- temporary ” impairment against such assets
under generally accepted accounting principles (“ GAAP ), if we were to determine that, with respect to any assets in unrealized
loss positions, we do not have the ability and intent to hold such assets to maturity or for a period of time sufficient to allow for
recovery to the original acquisition cost of such assets. If such a determination were to be made, we will record an allowance to
reduce the carrying value of the loan to the present value of expected future cash flows discounted at the loan’ s contractual
effective rate or the fair value of the collateral, if repayment is expected solely from the collateral. Such impairment charges
reflect non- cash losses at the time of recognition; subsequent disposition or sale of such assets could further affect our future
losses or gains, as they are based on the difference between the sale price received and adjusted amortized cost of such assets at
the time of sale. If we experience a decline in the fair value of our assets, our results of operations, financial condition and our
ability to make distributions to our stockholders could be materially and adversely affected. Some of our portfolio investments
are recorded at fair value and, as a result, there is uncertainty as to the value of these investments. Some of our portfolio
investments are in the form of positions or securities that are not publicly traded. The fair value of securities and other
investments that are not publicly traded may not be readily determinable. As of December 31, 2623-2024 , we had three-two



CRE debt security investments and-enetoan-held-for-sate-recorded at fair value on a recurring basis. We have not elected the
fair value option for the remaining financial instruments, including loans held for investment, the Financing Agreements and
securitization debt. Such financial instruments are carried at cost. For loans held for investment that are evaluated for
impairment at least quarterly, we estimate the fair value of the instrument, which may include unobservable inputs. Because
such valuations are subjective, the fair value of certain of our assets may fluctuate over short periods of time and our
determinations of fair value may differ materially from the values that would have been used if a ready market for these
securities existed. The value of our common stock could be adversely affected if our determinations regarding the fair value of
these investments were materially higher than the values that we ultimately realize upon their disposal. Additionally, our results
of operations for a given period could be adversely affected if our determinations regarding the fair value of these investments
were materially higher than the values that we ultimately realize upon their disposal. Commercial mortgage- backed securities
pose risks of the securitization process and the risk that the special servicer may take actions that could adversely affect our
interests. We have commercial mortgage- backed securities (““ CMBS ) and may in the future acquire CMBS in the most
subordinated classes of such commercial mortgage- backed securities and collateralized loan obligations (“ CLO ). In general,
losses on a mortgaged property securing a mortgage loan included in a securitization will be borne first by the equity holder of
the property, then by a cash reserve fund or letter of credit, if any, then by the holder of a mezzanine loan or B- Note, if any,
then by the “ first loss ” subordinated stockholder and then by the holder of a higher- rated security. In the event of default and
the exhaustion of any equity support, reserve fund, letter of credit, mezzanine loans or B- Notes, and any classes of securities
junior to those in which we invest, we will not be able to recover any or all of our investment in the securities we purchase. In
addition, if the underlying mortgage portfolio has been overvalued by the originator, or if the values subsequently decline and,
as a result, less collateral value is available to satisfy interest and principal payments due on the related mortgage- backed
securities, we may incur significant losses. The prices of lower credit quality securities are generally less sensitive to interest rate
changes than more highly rated investments, but more sensitive to adverse economic downturns or individual issuer
developments. A projection of an economic downturn, for example, could cause a decline in the price of lower credit quality
CMBS and CLOs because the ability of borrowers to make principal and interest payments on the mortgages or loans
underlying such securities may be impaired, as had occurred throughout the global financial crisis. Subordinate interests such as
CLOs and similar structured finance investments generally are not actively traded and are relatively illiquid investments and
volatility in CLO trading markets may cause the value of these investments to decline. In addition, if the underlying mortgage
portfolio has been overvalued by the originator, or if the values subsequently decline and, as a result, less collateral value is
available to satisfy interest and principal payments and any other fees in connection with the trust or other conduit arrangement
for such securities, amounts that would otherwise be used to make payments on the subordinate securities will be used to repay
principal on the more senior securities to the extent necessary to satisfy any senior note overcollateralization ratio and we may
incur significant losses. With respect to the CMBS and CLOs in which we may invest, overall control over the special servicing
of the related underlying mortgage loans will be held by a * directing certificateholder ” or a ““ controlling class representative,
which is appointed by the holders of the most subordinated class of commercial mortgage- backed securities in such series.
Unless we acquire the subordinate classes of existing series of CMBS and CLOs, we will not have the right to appoint the
directing certificateholder. In connection with the servicing of the specially serviced mortgage loans, the related special servicer
may, at the direction of the directing certificateholder, take actions with respect to the specially serviced mortgage loans that
could adversely affect our interests. Real estate valuation is inherently subjective and uncertain. The valuation of real estate and,
therefore, the valuation of collateral underlying CRE loans made by us, is inherently subjective due to, among other factors, the
individual nature of each property, its location, its expected future rental revenues and the valuation methodology adopted. The
valuations of our real estate assets may not be precise and may be based on assumptions and methodologies that are inaccurate.
Our valuations of our collateral properties may be wrong and we may incur losses. We may invest in non- performing real estate
loans and participations. During an economic downturn or recession, loans of financially troubled or operationally troubled
borrowers are more likely to go into default than those of other borrowers. Loans of financially troubled borrowers and
operationally troubled borrowers are less liquid and more volatile than those of companies not experiencing these difficulties.
The market prices of such loans are subject to erratic and abrupt market movements and the spread between bid and ask prices
may be greater than normally expected. Investment in the loans of financially troubled borrowers and operationally troubled
borrowers involves a high degree of credit and market risk. In certain limited cases (e. g., in connection with a workout,
restructuring and / or foreclosing proceedings involving one or more of our debt investments), the success of our investment
strategy with respect thereto will depend, in part, on our ability to effectuate loan modifications and / or restructures. The
activity of identifying and implementing any such restructuring programs entails a high degree of uncertainty. There can be no
assurance that we will be able to successfully identify and implement such restructuring programs. Further, such modifications
and / or restructuring may entail, among other things, a substantial reduction in the interest rate and a substantial write- down of
the principal of such loan, debt securities or other interests. However, even if a restructuring were successfully accomplished, a
risk exists that, upon maturity of such real estate loan, debt securities or other interests replacement “ takeout  financing will not
be available. Additionally, loans with insufficient cash flow to cover debt service may be modified to include a PIK interest
provision that may result in the principal balance at the end of the loan term significantly increasing which in turn increases the
probability and magnitude of a loss on our investment. These financial difficulties may never be overcome and may cause
borrowers to become subject to bankruptcy or other similar administrative and operating proceedings. There is a possibility that
we may incur substantial or total losses on our investments and in certain circumstances, become subject to certain additional
potential liabilities that may exceed the value of our original investment therein. For example, under certain circumstances, a
lender who has inappropriately exercised control over the management and policies of a debtor may have its claims
subordinated or disallowed or may be found liable for damages suffered by parties as a result of such actions. In any



reorganization or liquidation proceeding relating to our investments, we may lose our entire investment, may be required to
accept cash or securities with a value less than our original investment and / or may be required to accept payment over an
extended period of time. In addition, under certain circumstances, payments to us and distributions by us to the stockholders may
be reclaimed if any such payment or distribution is later determined to have been a fraudulent conveyance, preferential payment
or similar transaction under applicable bankruptcy and insolvency laws. Furthermore, bankruptcy laws and similar laws
applicable to administrative proceedings may delay our ability to realize value on collateral for loan positions held by us or may
adversely affect the priority of such loans through doctrines such as equitable subordination or may result in a restructure of the
debt through principles such as the “ cramdown ” provisions of the bankruptcy laws. Insurance on mortgage loans and real
estate securities collateral may not cover all losses. There are certain types of losses, generally of a catastrophic nature, such as
earthquakes, droughts, floods, hurricanes , fires , terrorism or acts of war, which may be uninsurable or not economically
insurable. Inflation, changes in building codes and ordinances, environmental considerations and other factors, including
terrorism, acts of war or damage as a result of climate change- related events, also might result in insurance proceeds
insufficient to repair or replace a property if it is damaged or destroyed. Under these circumstances, the insurance proceeds
received with respect to a property relating one of our investments might not be adequate to restore our economic position with
respect to our investment. Any uninsured loss could result in the loss of cash flow from, and the asset value of, the affected
property and the value of our investment related to such property. Liability relating to environmental matters may impact the
value of properties that we may acquire upon foreclosure of the properties underlying our investments. To the extent we
foreclose on properties with respect to which we have extended mortgage loans, such as the office property we acquired in
2024 through a deed in lieu of foreclosure or the mixed- use property we acquired in September-2023 as a result of a
consensual foreclosure, we may be subject to environmental liabilities arising from such foreclosed properties. Under various
United States federal, state and local laws, an owner or operator of real property may become liable for the costs of removal of
certain hazardous substances released on its property. These laws often impose liability without regard to whether the owner or
operator knew of, or was responsible for, the release of such hazardous substances. The presence of hazardous substances may
adversely affect an owner’ s ability to sell real estate or borrow using real estate as collateral. To the extent that an owner of a
property underlying one of our debt investments becomes liable for removal costs, the ability of the owner to make payments to
us may be reduced, which in turn may adversely affect the value of the relevant mortgage asset held by us and our ability to
make distributions to our stockholders. If we foreclose on any properties underlying our investments, such as the office or
mixed- use preperty-properties we currently own, the presence of hazardous substances on a property may adversely affect our
ability to sell the property and we may incur substantial remediation costs, thus harming our financial condition. The discovery
of material environmental liabilities attached to such properties could have a material adverse effect on our results of operations
and financial condition and our ability to make distributions to our stockholders. The properties underlying our CRE loans may
be subject to other unknown liabilities that could adversely affect the value of these properties, and as a result, our investments.
Properties underlying our CRE loans may be subject to other unknown or unquantifiable liabilities that may adversely affect the
value of our investments. Such defects or deficiencies may include title defects, title disputes, liens or other encumbrances on the
mortgaged properties. The discovery of such unknown defects, deficiencies and liabilities could affect the ability of our
borrowers to make payments to us or could affect our ability to foreclose and sell the underlying properties, which could
adversely affect our results of operations and financial condition. Further, we, our executive officers, directors and our Manager
may, in the ordinary course of business, be named as defendants in litigation arising from our investments. Construction loans
involve an increased risk of loss. We invest in and may continue to invest in construction loans. If we fail to fund our entire
commitment on a construction loan or if a borrower otherwise fails to complete the construction of a project, there could be
adverse consequences associated with the loan, including, but not limited to: a loss of the value of the property securing the
loan, especially if the borrower is unable to raise funds to complete it from other sources; a borrower claim against us for failure
to perform under the loan documents; increased costs to the borrower that the borrower is unable to pay; a bankruptcy filing by
the borrower; and abandonment by the borrower of the collateral for the loan. Our investments in construction loans require us
to make estimates about the fair value of land improvements that may be challenged by the IRS. We invest in and may
continue to invest in construction loans, the interest from which could generally be qualifying income for purposes of the gross
income tests applicable to REITs, provided that the loan value of the real property securing the construction loan was equal to or
greater than the highest outstanding principal amount of the construction loan during any taxable year. For purposes of
construction loans, the loan value of the real property securing the loan is generally the fair value of the land plus the
reasonably estimated cost of the improvements or developments (other than personal property) that secure the loan and that are
to be constructed from the proceeds of the loan. There can be no assurance that the IRS would not challenge our estimates of the
loan values of the real property associated with such construction loans. If such a challenge were sustained and all or a
portion of the loan was not treated as a real estate asset, we could fail to qualify as a REIT, unless we are able to qualify
for a statutory REIT “ savings ” provision, which may require us to pay a significant penalty tax to maintain our REIT
qualification . Our investments may be concentrated and could be subject to risk of default. We are not required to observe
specific diversification criteria, except as may be set forth in the investment guidelines adopted by our board of directors.
Therefore, our investments in our target assets may at times be concentrated in certain property types that are subject to higher
risk of foreclosure, such as currently the office sector, or seccured by properties concentrated in a limited number of geographic
locations. To the extent that our investment portfolio is concentrated in any one region, sponsor or type of asset, economic and
business downturns relating generally to such region, sponsor or type of asset may result in defaults on a number of our
investments within a short time period, which may reduce our net income and the value of our common stock and accordingly
reduce our ability to pay dividends to our stockholders. We have foreclosed and in the future may need to foreclose on loans
that are in default, which could result in losses. We have found and may find it necessary to foreclose on loans that are in



default. Foreclosure processes are often lengthy and expensive. Results of foreclosure processes may be uncertain, as claims
may be asserted by borrowers or by other lenders or investors in the borrowers that interfere with enforcement of our rights, such
as claims that challenge the validity or enforceability of our loan or the priority or perfection of our mortgage or other security
interests. Borrowers may resist foreclosure actions by asserting numerous claims, counterclaims and defenses against us,
including, without limitation, lender liability claims and defenses, even when the assertions may have no merit, in an effort to
prolong the foreclosure action and seek to force us into a modification of the loan or a buy- out of the loan for less than we are
owed. At any time prior to or during the foreclosure proceedings, the borrower may file for bankruptcy, which would have the
effect of staying the foreclosure actions and delaying the foreclosure processes and potentially result in reductions or discharges
of borrower’ s debt. Foreclosure may create a negative public perception of the collateral property, resulting in a diminution of
its value. Even if we are successful in foreclosing on a mortgage loan, the liquidation proceeds upon sale of the underlying real
estate may not be sufficient to recover our investment. Any costs or delays involved in the foreclosure of the loan or a
liquidation of the underlying property will reduce the net proceeds realized and, thus, increase the potential for loss. RISKS
RELATED TO OUR COMMON STOCK The market price of our common stock may fluctuate significantly. Our common
stock is listed on the New York Stock Exchange (“ NYSE ”) under the trading symbol “ ACRE. ”” Recently, our common stock
and the global capital and credit markets have experienced increased volatility. The market price and liquidity of the market for
shares of our common stock are maybe-significantly affected by numerous factors, some of which are beyond our control and
may not be directly related to our operating performance. Some of the factors that could negatively affect the market price of our
common stock include: « our actual or projected operating results, financial condition, cash flows and liquidity, or changes in
business strategy or prospects; * actual or perceived conflicts of interest with our Manager or Ares Management and individuals,
including our executives; * equity issuances by us, or share resales by our stockholders, or the perception that such issuances or
resales may occur; ¢ loss of a major funding source; ¢ actual or anticipated accounting problems; ¢ publication of research reports
about us or the real estate industry; * changes in market valuations of similar companies; * adverse market reaction to any
increased indebtedness we incur in the future;  additions to or departures of our Manager’ s or Ares Management’ s key
personnel; ¢ speculation in the press or investment community; ¢ fluctuations in market interest rates and widening of market
credit spreads, which may lead investors to demand a higher distribution yield for our common stock and could result in
increased interest expenses on our debt; ¢ failure to maintain our REIT qualification or exemption from the 1940 Act;  price
and volume fluctuations in the overall stock market from time to time; ¢ general market and economic conditions, and trends,
including eeneernsregarding-areeesstonrand-the current state of the credit and capital markets;  significant volatility in the
market price and trading volume of securities of publicly traded REITs or other companies in our sector, which are not
necessarily related to the operating performance of these companies; * changes in law, regulatory policies or tax guidelines, or
interpretations thereof, particularly with respect to REITs; * changes in the value of our portfolio; ¢ any shortfall in revenue or
net income or any increase in losses from levels expected by investors or securities analysts; * operating performance of
companies comparable to us; ¢ short- selling pressure with respect to shares of our common stock or REITs generally; ¢
uncertainty surrounding the continued strength of the United States economy; and ¢ concerns regarding volatility in the United
States and global financial markets. As noted above, market factors unrelated to our performance could also negatively impact
the market price of our common stock. One of the factors that investors may consider in deciding whether to buy or sell our
common stock is our distribution rate as a percentage of our stock price relative to market interest rates. If market interest rates
eontinte-to-increase, prospective investors may demand a higher distribution rate or seek alternative investments paying higher
dividends or interest. As a result, interest rate fluctuations and conditions in the capital markets affect the market value of our
common stock. In the past, following periods of volatility in the market prices of a company’ s securities, securities class action
litigation has often been brought against that company. If our stock price fluctuates significantly, we may be the target of
securities litigation in the future. Securities litigation could result in substantial costs and divert management’ s attention and
resources from our business. Common stock eligible for future sale may have adverse effects on our share price. As of
December 31, 2024 and 2023 and2022-, we had 54, 542, 178 and 54, 149, 225 and-54;443;-983-shares of common stock
outstanding, respectively. We cannot predict the effect, if any, of future sales of our common stock, or the availability of shares
for future sales, on the market price of our common stock. Sales of substantial amounts of common stock or the perception that
such sales could occur may adversely affect the prevailing market price for our common stock. We may continue to issue
additional restricted common stock and other equity- based awards under our Amended and Restated 2012 Equity Incentive
Plan. We have and may continue to issue addltlonal shares in subsequeﬁt—pubhc offerlngs or prlvate placements to make new
investments or for other purposes § v 0 e v g

conduct other reglstered underwntten offerlngs or prlvate placements of our common stock er—estabhsh—a—newﬂ%t—t-he—Mafket
Steek-OfferingProgran, -we will not be required to offer any such shares to existing stockholders on a preemptive basis.
Therefore, it may not be possible for existing stockholders to participate in such future share issuances, which may dilute the
existing stockholders’ interests in us. We have not established a minimum distribution payment level and we may be unable to
generate sufficient cash flows from our operations to make distributions to our stockholders at any time in the future. In order to
qualify as a REIT, we are generally required to annually distribute to our stockholders at least 90 % of our REIT taxable income
(which does not equal net income, as calculated in accordance with GAAP), prior to the deduction for dividends paid and
comply with various other requirements. We currently satisfy and intend to continue to satisfy the distribution requirement
through quarterly distributions of all or substantially all of our REIT taxable income in such year, subject to certain adjustments.
We have not established a minimum distribution payment level and our ability to pay distributions at a certain level has been and
may continue to be adversely affected by a number of factors, including the risk factors described in this annual report. All
distributions will be made at the discretion of our board of directors and will depend on our earnings, our financial condition,



liquidity, debt covenants, maintenance of our REIT qualification , applicable law and other factors as our board of directors
may deem relevant from time to time. We believe that a change in any one of the following factors could adversely affect our
results of operations and impair our ability to pay distributions to our stockholders: * our ability to make profitable investments;
« margin calls or other expenses that reduce our cash flow; « defaults in our asset portfolio or decreases in the value of our
portfolio; and « the fact that anticipated operating expense levels may not prove accurate, as actual results may vary from
estimates. As a result, no assurance can be given that we will be able to make distributions to our stockholders at any time in the
future or that the level of any distributions we do make to our stockholders will achieve a market yield or increase or even be
maintained over time, any of which could materially and adversely affect the market price of our common stock. We may s
use our net operating losses, to the extent available, carried forward to offset future REIT taxable income, and therefore
reduce our dividend requirements. In addition, some of our dividends may include a return of capital, which would
reduce the amount of capital available to operate our business . [n addition, distributions that we make to our stockholders
out of current or accumulated earnings and profits (as determined for United States federal income tax purposes), and not
designated by us as capital gain dividends or qualified dividend income, generally will be taxable to our stockholders as ordinary
income. However, a portion of our distributions may be designated by us as capital gain dividends and generally will be taxable
to our stockholders as long- term capital gain to the extent that such distributions do not exceed our actual net capital gain for
the taxable year, without regard to the period for which the stockholder that receives such distribution has held its stock.
Distributions in excess of our current and accumulated earnings and profits, as determined for United States federal income tax
purposes, and not designated by us as capital gain dividends or qualified dividend income, may constitute a return of capital. A
return of capital is not taxable, but has the effect of reducing the basis of a stockholder’ s investment in our common stock, but
not below zero. Our distributions may exceed our cash flow from our operations and our net income. We make and intend to
continue to make regular quarterly distributions to holders of our common stock. The regular quarterly cash distributions we pay
are intended to be principally sourced by cash flow from operating activities. However, there can be no assurance that our net
income or cash flow from operating activities will be sufficient to cover our future distributions, and we may use other sources
of funds, such as from offering proceeds, borrowings and asset sales, to fund portions of our future distributions. Investing in our
common stock may involve a high degree of risk. The investments that we make in accordance with our investment objectives
may result in a high amount of risk when compared to alternative investment options and volatility or loss of principal. Our
investments may be highly speculative and aggressive, and therefore an investment in our common stock may not be suitable for
investors with lower risk tolerance. Future offerings of securities may adversely affect the market price of our common stock. If
we decide to issue securities that are senior to, convertible into or exchangeable for our common stock, such securities may have
rights, preferences and privileges more favorable than those of our common stock and may result in dilution to holders of our
common stock. We and, indirectly, our stockholders, will bear the cost of issuing and servicing such securities. Because our
decision to issue such securities in any future offering will depend on market conditions and other factors beyond our control,
we cannot predict or estimate the amount, timing or nature of our future offerings. Thus holders of our common stock will bear
the risk of our future offerings reducing the market price of our common stock and diluting the value of their stock holdings in
us. RISKS RELATED TO OUR ORGANIZATION AND STRUCTURE The Maryland General Corporation Law, or the *
MGCL, ” prohibits certain business combinations, which may make it more difficult for us to be acquired. Under the MGCL, *
business combinations ” between a Maryland corporation and an “ interested stockholder ” or an affiliate of an interested
stockholder are prohibited for five years after the most recent date on which the interested stockholder becomes an interested
stockholder. These business combinations include a merger, consolidation, share exchange or, in circumstances specified in the
statute, an asset transfer or issuance or reclassification of equity securities. An interested stockholder is defined as: (a) any
person who beneficially owns, directly or indirectly, 10 % or more of the voting power of the then- outstanding voting stock of
the corporation; or (b) an affiliate or associate of the corporation who, at any time within the two- year period prior to the date
in question, was the beneficial owner, directly or indirectly, of 10 % or more of the voting power of the then- outstanding stock
of the corporation. A person is not an interested stockholder under the statute if the board of directors approved in advance the
transaction by which the person otherwise would have become an interested stockholder. However, in approving a transaction,
the board of directors may provide that its approval is subject to compliance, at or after the time of approval, with any terms and
conditions determined by the board of directors. After the expiration of the five- year period described above, any business
combination between the Maryland corporation and an interested stockholder must generally be recommended by the board of
directors of the corporation and approved by the affirmative vote of at least: * 80 % of the votes entitled to be cast by holders of
the then- outstanding shares of voting stock of the corporation; and ¢ two- thirds of the votes entitled to be cast by holders of
voting stock of the corporation, other than shares held by the interested stockholder with whom or with whose affiliate the
business combination is to be effected, or held by an affiliate or associate of the interested stockholder. These supermajority
vote requirements do not apply if the corporation’ s common stockholders receive a minimum price, as defined under the
MGCL, for their shares in the form of cash or other consideration in the same form as previously paid by the interested
stockholder for its shares. The MGCL also permits various exemptions from these provisions, including business combinations
that are exempted by the board of directors before the time that the interested stockholder becomes an interested stockholder.
Pursuant to the statute, our board of directors has adopted a resolution exempting any business combination with Ares
Investments Holdings LLC, an affiliate of our Manager (“ Ares Investments ™), or any of its affiliates. Consequently, the five-
year prohibition and the supermajority vote requirements will not apply to business combinations between us and Ares
Investments or any of its affiliates. As a result, Ares Investments or any of its affiliates may be able to enter into business
combinations with us that may not be in the best interest of our stockholders, without compliance with the supermajority vote
requirements and the other provisions of the statute. The business combination statute may discourage others from trying to
acquire control of us and increase the difficulty of consummating any offer. Stockholders have limited control over changes in



our policies and operations. Our board of directors determines our major policies, including with regard to financing, growth,
debt capitalization, REIT qualification and distributions. Our board of directors may amend or revise these and other policies
without a vote of the stockholders. Under our charter and the MGCL, our stockholders generally have a right to vote only on the
following matters: * the election or removal of directors;  the amendment of our charter, except that our board of directors may
amend our charter without stockholder approval to: « change our name; * change the name or other designation or the par value
of any class or series of stock and the aggregate par value of our stock; ¢ increase or decrease the aggregate number of shares of
stock that we have the authority to issue; * increase or decrease the number of shares of any class or series of stock that we have
the authority to issue; and ¢ effect certain reverse stock splits;  our dissolution; and ¢ our being a party to a merger,
consolidation, conversion, sale or other disposition of all or substantially all of our assets or statutory share exchange. All other
matters are subject to the discretion of our board of directors. Our authorized but unissued shares of common and preferred stock
may prevent a change in control. Our charter authorizes us to issue up to 450, 000, 000 shares of common stock and 50, 000, 000
shares of preferred stock without stockholder approval. In addition, our board of directors may, without stockholder approval,
amend our charter from time to time to increase or decrease the aggregate number of shares of our stock or the number of shares
of stock of any class or series that we have authority to issue and classify or reclassify any unissued shares of common or
preferred stock into other classes or series of stock and set the preferences, rights and other terms of the classified or reclassified
shares. As a result, our board of directors may establish a class or series of shares of common or preferred stock that could delay
or prevent a merger, third party tender offer or similar transaction or a change in incumbent management that might involve a
premium price for shares of our common stock or otherwise be in the best interest of our stockholders. Maintenance of our
exemption from registration under the 1940 Act imposes significant limits on our operations. Your investment return may be
reduced if we are required to register as an investment company under the 1940 Act. We conduct our operations so that neither
we nor any of our consolidated subsidiaries are required to register as an investment company under the 1940 Act. In order to
maintain our exemption from registration under the 1940 Act, the assets in our portfolio are subject to certain restrictions that
meaningfully limit our operations. In relevant part, Section 3 (a) (1) (A) of the 1940 Act defines an investment company as any
issuer that is or holds itself out as being engaged primarily, or proposes to engage primarily, in the business of investing,
reinvesting or trading in securities. Section 3 (a) (1) (C) of the 1940 Act defines an investment company as any issuer that is
engaged or proposes to engage in the business of investing, reinvesting, owning, holding or trading in securities and owns or
proposes to acquire investment securities having a value exceeding 40 % of the value of the issuer’ s total assets (exclusive of
United States Government securities and cash items) on an unconsolidated basis, or the ““ 40 % test. ” The term * investment
securities ” as used in this annual report on Form 10- K generally includes all securities except United States Government
securities and securities of majority- owned subsidiaries that are not themselves investment companies and are not relying on the
exemption from the definition of *“ investment company  under Sections 3 (c) (1) or 3 (c) (7) of the 1940 Act. We are organized
as a holding company that conducts its businesses primarily through wholly- owned and other majority- owned subsidiaries. We
conduct our operations in a manner designed so that we do not come within the definition of an investment company because
less than 40 % of the value of our adjusted total assets on an unconsolidated basis consist of *“ investment securities. ” As such,
the securities issued by our wholly- owned or other majority- owned subsidiaries that are exempted from the definition of
investment company " based on Section 3 (c) (1) or 3 (¢) (7) of the 1940 Act, together with any other investment securities we
may own, may not have a value in excess of 40 % of the value of our adjusted total assets on an unconsolidated basis. This
requirement limits the types of businesses in which we may engage through such subsidiaries. In addition, the assets we and our
consolidated subsidiaries may originate or acquire are limited by the provisions of the 1940 Act and the rules and regulations
promulgated under the 1940 Act, which may adversely affect our business. We monitor our holdings to ensure continuing and
ongoing compliance with this test. In addition, we believe we are not considered an investment company under Section 3 (a) (1)
(A) of the 1940 Act because we do not engage primarily or hold ourselves out as being engaged primarily in the business of
investing, reinvesting or trading in securities. Rather, through our wholly- owned and other majority- owned subsidiaries, we are
primarily engaged in the non- investment company businesses of these subsidiaries. We determine whether an entity is one of
our majority- owned subsidiaries. The 1940 Act defines a majority- owned subsidiary of a person as a company 50 % or more of
the outstanding voting securities of which are owned by such person, or by another company that is a majority- owned
subsidiary of such person. The 1940 Act further defines voting securities as any security presently entitling the owner or holder
thereof to vote for the election of directors of a company. We treat entities in which we own at least a majority of the
outstanding voting securities as majority- owned subsidiaries for purposes of the 40 % test. We have not requested the SEC to
approve our treatment of any entity as a majority- owned subsidiary and the SEC has not done so. If the SEC were to disagree
with our treatment of one or more subsidiary entities as majority- owned subsidiaries, we would need to adjust our strategy and
our assets in order to continue to pass the 40 % test. Any such adjustment in our strategy could have a material adverse effect on
us. In addition, we and our consolidated subsidiaries may rely upon the exemption from registration as an investment company
pursuant to Section 3 (c) (5) (C) of the 1940 Act, which is available for entities “ primarily engaged ” in the business of
purchasing or otherwise acquiring mortgages and other liens on and interests in real estate. ” As reflected in no- action letters,
the SEC staff' s position on Section 3 (¢) (5) (C) generally requires that at least 55 % of an entity’ s assets comprise qualifying
real estate assets and that at least 80 % of its assets must comprise qualifying real estate assets and real estate- related assets
under the 1940 Act. Specifically, we expect each of our consolidated subsidiaries relying on Section 3 (¢) (5) (C) to invest at
least 55 % of its assets in mortgage loans, certain mezzanine loans and B- Notes and other interests in real estate that constitute
qualifying real estate assets in accordance with SEC staff guidance, and approximately an additional 25 % of its assets in other
types of mortgages, securities of REITs and other real estate- related assets such as debt and equity securities of companies
primarily engaged in real estate businesses and securities issued by pass- through entities of which substantially all of the assets
consist of qualifying real estate assets and / or real estate- related assets. We expect each of our consolidated subsidiaries relying



on Section 3 (c) (5) (C) to rely on guidance published by the SEC staff or on our analyses of guidance published with respect to
other types of assets to determine which assets are qualifying real estate assets and real estate- related assets. However, the SEC’
s guidance was issued in accordance with factual situations that may be substantially different from the factual situations we
may encounter. No assurance can be given that the SEC will concur with how we classify the assets of our consolidated
subsidiaries. The SEC staff, according to published guidance, takes the view that certain mezzanine loans and B- Notes are
qualifying real estate assets. Thus, we intend to treat certain mezzanine loans and B- Notes as qualifying real estate assets. The
SEC has not published guidance with respect to the treatment of some of our other current and target assets, including
commercial mortgage- backed securities, for purposes of the Section 3 (¢) (5) (C) exemption. For assets for which the SEC has
not published guidance, we intend to rely on our own analysis. For example, unless we receive further guidance from the SEC
or its staff with respect to CMBS or CLOs, we intend to treat CMBS or CLOs in which we hold 100 % of the “ controlling class
” of securities as qualifying real estate assets, and our other holdings in CMBS or CLOs as real estate- related assets. We also
intend to treat debt and equity securities of companies primarily engaged in real estate businesses as real estate- related assets.
The SEC may in the future take a view different than or contrary to our analysis with respect to the types of assets we have
determined to be qualifying real estate assets or real estate- related assets. To the extent that the SEC staff publishes new or
different guidance with respect to these matters, we may be required to adjust our strategy accordingly. If we are required to re-
classify our assets, we may no longer be in compliance with the exclusion from the definition of an “ investment company ”
provided by Section 3 (c) (5) (C) of the 1940 Act. Certain of our consolidated subsidiaries may rely on the exemption provided
by Section 3 (c) (6) to the extent that they hold mortgage assets through majority- owned subsidiaries that rely on the exemption
provided by Section 3 (c) (5) (C). The SEC staff has issued little interpretive guidance with respect to Section 3 (¢) (6) and any
guidance published by the SEC staff could require us to adjust our strategy accordingly. There can be no assurance that the laws
and regulations governing the 1940 Act status of REITSs, including the SEC or its staff providing more specific or different
guidance regarding these exemptions, will not change in a manner that adversely affects our operations. Although we monitor
our portfolio periodically and prior to each investment origination or acquisition, there can be no assurance that we will be able
to maintain our exemptive status. If the value of securities issued by our consolidated subsidiaries that are exempted from the
definition of ““ investment company ” by Sections 3 (c¢) (1) or 3 (c) (7) of the 1940 Act, together with any other investment
securities we own, exceeds 40 % of our adjusted total assets on an unconsolidated basis, or if one or more of such subsidiaries
fail to maintain an exemption from registration under the 1940 Act, we could, among other things, be required to (a)
substantially change the manner in which we conduct our operations to avoid being required to register as an investment
company, (b) effect sales of our assets in a manner that, or at a time when, we would not otherwise choose to do so, or (c)
register as an investment company, any of which could negatively affect the value of our common stock, the sustainability of
our business model, and our ability to make distributions which could have an adverse effect on our business and the market
price for our shares of common stock. To maintain our exemptive status, we may be unable to sell assets we would otherwise
want to sell and may need to sell assets we would otherwise wish to retain. In addition, we may have to acquire additional assets
that we might not otherwise have acquired or may have to foerege— forgo opportunities to acquire assets that we would otherwise
want to acquire and would be important to our investment strategy. If we were to lose our exemptive status and were required to
register as an investment company but failed to do so, we would be prohibited from engaging in our business, and criminal and
civil actions could be brought against us. In addition, our contracts would be unenforceable unless a court required enforcement,
and a court could appoint a receiver to take control of us and liquidate our business. Alternatively, if we were to register as an
investment company under the 1940 Act, we would become subject to substantial regulation with respect to our capital structure
(including our ability to use borrowings), management, operations, transactions with affiliated persons (as defined in the 1940
Act), and portfolio composition, including disclosure requirements and restrictions with respect to diversification and industry
concentration, and other matters. Compliance with the 1940 Act would, accordingly, limit our ability to make certain
investments and require us to significantly restructure our business model. This could have a material adverse effect on our net
asset value, the market price for our shares of common stock and our ability to pay distributions to our stockholders. Rapid and
steep declines in the values of our real estate- related investments may make it more difficult for us to maintain our qualification
as a REIT or exemption from the 1940 Act. If the market value or income potential of real estate- related investments declines as
a result of macroeconomic conditions, inflation, fluctuations in interest rates, prepayment rates, government actions or other
factors, we may need to increase our real estate investments and income and / or liquidate our non- qualifying assets in order to
maintain our REIT qualification or exemption from the 1940 Act. If the decline in real estate asset values and / or income occurs
quickly, this may be especially difficult to accomplish. This difficulty may be exacerbated by the illiquid nature of any non-
qualifying assets that we may own. We may have to make investment decisions that we otherwise would not make absent the
REIT and 1940 Act considerations. Our rights and the rights of our stockholders to recover on claims against our directors and
officers are limited, which could reduce our stockholders and our recovery against them if they negligently cause us to incur
losses. The MGCL provides that a director has no liability in such capacity if he performs his duties in good faith, in a manner
he reasonably believes to be in our best interests and with the care that an ordinarily prudent person in a like position would use
under similar circumstances. A director who performs his or her duties in accordance with the foregoing standards should not be
liable to us or any other person for failure to discharge his or her obligations as a director. In addition, our charter provides that
our directors and officers will not be liable to us or our stockholders for monetary damages unless the director or officer actually
received an improper benefit or profit in money, property or services, or is adjudged to be liable to us or our stockholders based
on a finding that his or her action, or failure to act, was the result of active and deliberate dishonesty and was material to the
cause of action adjudicated in the proceeding. Our bylaws require us, to the maximum extent permitted by Maryland law, to
indemnify and, without requiring a preliminary determination of the ultimate entitlement to indemnification, pay or reimburse
reasonable expenses in advance of final disposition of a proceeding to any individual who is a present or former director or



officer and who is made or threatened to be made a party to the proceeding by reason of his or her service in that capacity or any
individual who, while a director or officer and at our request, serves or has served as a director, officer, partner, trustee, member
or manager of another corporation, REIT, limited liability company, partnership, joint venture, trust, employee benefit plan or
other enterprise and who is made or threatened to be made a party to the proceeding by reason of his or her service in that
capacity. With the approval of our board of directors, we may provide such indemnification and advance for expenses to any
individual who served a predecessor of ours in any of the capacities described above and any employee or agent of ours or a
predecessor of ours, including our Manager and its affiliates. We also are permitted to purchase and maintain insurance or
provide similar protection on behalf of any directors, officers, employees and agents, including our Manager and its affiliates,
against any liability asserted which was incurred in any such capacity with us or arising out of such status. This may result in us
having to expend significant funds, which will reduce the available cash for distribution to our stockholders. Our charter
contains provisions that make removal of our directors difficult, which could make it difficult for our stockholders to effect
changes to our management. Our charter provides that a director may only be removed for cause upon the affirmative vote of
stockholders entitled to cast two- thirds of the votes entitled to be cast generally in the election of directors. Vacancies may be
filled only by a majority of the remaining directors in office, even if less than a quorum, and any director elected to fill a
vacancy will hold office for the remainder of the full term of the class of directors in which the vacancy occurred and until a
successor is elected and qualifies. These requirements make it more difficult to change our management by removing and
replacing directors and may prevent a change in control that is in the best interests of our stockholders. Pursuant to our charter,
our board of directors is divided into three classes of directors serving staggered three year terms. The staggered terms of our
directors may reduce the possibility of a tender offer or an attempt at a change in control, even though a tender offer or change in
control might be in the best interest of our stockholders. Ownership limitations may restrict change of control or business
combination opportunities in which our stockholders might receive a premium for their shares. In order for us to maintain our
qualification as a REIT, commencing with our taxable year ended December 31, 2012, no more than 50 % in value of our
outstanding capital stock may be owned, directly or indirectly, by five or fewer individuals during the last half of each taxable
year after 2012. *“ Individuals  for this purpose include natural persons, private foundations, some employee benefit plans and
trusts, and some charitable trusts. To preserve our REIT qualification, among other purposes, our charter generally prohibits any
person (except Ares Investments which is subject to a 22 % excepted holder limit) from directly or indirectly owning more than
9. 8 % in value of the outstanding shares of our capital stock or more than 9. 8 % in value or in number of shares, whichever is
more restrictive, of the outstanding shares of any class or series of our stock. This ownership limitation could have the effect of
discouraging a takeover or other transaction in which holders of our common stock might receive a premium for their shares
over the then- prevailing market price or which holders might believe to be otherwise in their best interests. RISKS RELATED
TO OUR RELATIONSHIP WITH OUR MANAGER AND ITS AFFILIATES Our future success depends on our Manager, its
key personnel and their access to the investment professionals of Ares Management. We may not find a suitable replacement for
our Manager if our Management Agreement is terminated or if such key personnel or investment professionals leave the
employment of our Manager or Ares Management or otherwise become unavailable to us. We rely on the resources of our
Manager to manage our day- to- day operations, as we do not employ any personnel. We rely completely on our Manager to
provide us with investment advisory services. Our executive officers also serve as officers of our Manager. Our Manager has
significant discretion as to the implementation of our investment and operating policies and strategies. Accordingly, we believe
that our success depends to a significant extent upon the efforts, experience, diligence, skill and network of business contacts of
the officers and key personnel of our Manager. The officers and key personnel of our Manager evaluate, negotiate, close and
monitor our investments; therefore, our success depends on their continued service. The departure of any of the officers or key
personnel of our Manager could have a material adverse effect on our business. Our Manager is not obligated to dedicate any
specific personnel exclusively to us. None of our officers are obligated to dedicate any specific portion of their time to our
business. Each of them has significant responsibilities for other investment vehicles managed by affiliates of Ares Management.
As a result, these individuals may not always be able to devote sufficient time to the management of our business. Further, when
there are turbulent conditions in the real estate markets or distress in the credit markets, the attention of our Manager’ s
personnel and our executive officers and the resources of Ares Management will also be required by other investment vehicles
managed by affiliates of Ares Management. In addition, we offer no assurance that our Manager will remain our investment
manager or that we will continue to have access to our Manager’ s officers and key personnel. The current term of our
Management Agreement expires on April 25, 2624-2025 , with automatic one- year term renewals thereafter. However, our
Manager may decline to renew the Management Agreement with 180 days’ written notice prior to the expiration of the renewal
term. If the Management Agreement is terminated and no suitable replacement is found to manage us, we may not be able to
execute our investment strategy. We also depend on access to, and the diligence, skill and network of business contacts of the
investment professionals of other groups within Ares Management and the information and deal flow generated by Ares
Management’ s investment professionals in the course of their investment and portfolio management activities. The departure of
any of these individuals, or of a significant number of the investment professionals or partners of Ares Management, could have
a material adverse effect on our business, financial condition or results of operations. We cannot assure you that we will
continue to have access to Ares Management’ s investment professionals or its information and deal flow. Our growth depends
on the ability of our Manager to make investments on favorable terms that satisfy our investment strategy and otherwise
generate attractive risk- adjusted returns initially and consistently from time to time. Our ability to achieve our investment
objectives depends on our ability to grow, which depends, in turn, on the management and investment teams of our Manager and
their ability to identify and to make investments on favorable terms in our target investments as well as on our access to
financing on acceptable terms. The demands on the time of the professional staff of our Manager will increase as our portfolio
grows, and we cannot assure you that our Manager will be able to hire, train, supervise, manage and retain new officers and



employees to manage future growth effectively, and any such failure could have a material adverse effect on our business. There
are various conflicts of interest in our relationship with our Manager and Ares Management that could result in decisions that are
not in the best interests of our stockholders. We are subject to conflicts of interest arising out of our relationship with Ares
Management, including our Manager and its affiliates. We are managed by our Manager, an Ares Management affiliate, and our
executive officers are employees of our Manager or one or more of its affiliates. There is no guarantee that the policies and
procedures adopted by us, the terms and conditions of the Management Agreement or the policies and procedures adopted by
our Manager, Ares Management and their affiliates, will enable us to identify, adequately address or mitigate these conflicts of
interest. Some examples of conflicts of interest that may arise by virtue of our relationship with our Manager and Ares
Management include: Ares Management advisory activities. While our Manager and Ares Management have agreed that for so
long as our Manager is managing us, neither Ares Management nor any of its affiliates will sponsor or manage any other United
States publicly traded REIT that invests primarily in the same asset classes as us, affiliates of our Manager may manage other
investment vehicles (including non- traded or perpetual life REITs) that have investment objectives that compete or overlap
with, and may from time to time invest in, our target asset classes. This may apply to existing investment vehicles or investment
vehicles that may be organized, or that affiliates of our Manager may acquire the management in the future. Consequently, we,
on the one hand, and these other investment vehicles, on the other hand, may from time to time pursue the same or similar
investment opportunities. To the extent such existing vehicles or other future Ares managed vehicles seek to acquire the same
target assets as our Company, the scope of opportunities otherwise available to us may be adversely affected and / or reduced.
Our Manager, Ares Management or their affiliates may also give advice to Ares managed investment vehicles that may differ
from the advice given to us even though their investment objectives may be the same or similar to ours. Allocation of
investments. Ares Management and our Manager endeavor to allocate investment opportunities in a fair and equitable manner,
subject to Ares Management’ s allocation policy. Ares Management’ s allocation policy, which may be amended without our
consent, is intended to enable us to share equitably with any other investment vehicles that are managed by Ares Management.
In general, investment opportunities are allocated taking into consideration various factors, including, among others, the relevant
investment vehicles’ available capital, their investment objectives or strategies, their risk profiles and their existing or prior
positions in an issuer / security, their potential conflicts of interest, the nature of the opportunity and market conditions, as well
as the rotation of investment opportunities. Nevertheless, it is possible that we may not be given the opportunity to participate in
certain investments made by investment vehicles managed by affiliates of our Manager. In addition, there may be conflicts in the
allocation of investment opportunities among us and the investment vehicles managed by affiliates of our Manager. Co-
investments. Other Ares managed investment vehicles may co- invest with us or hold positions in an investment, or provide debt
with respect to an underlying property, where we have also invested, including by means of splitting investments, participating
in investments or other means of syndication of investments. Such investments may raise potential conflicts of interest between
us and such other Ares managed investment vehicles. To the extent such existing vehicles or other Ares managed vehicles that
may be organized in the future seek to acquire the same target assets as us, subject to Ares Management’ s allocation policy
described above, the scope of opportunities otherwise available to us may be adversely affected and / or reduced. In such
circumstances, the size of the investment opportunity otherwise available to us may be less than it would otherwise have been,
and we may participate in such opportunities on different and potentially less favorable economic terms than such other parties
if our Manager deems such participation as being otherwise in our best interests. Furthermore, when such other Ares managed
investment vehicles have interests or requirements that do not align with our interests, including differing liquidity needs or
desired investment horizons, conflicts may arise in the manner in which any voting or control rights are exercised with respect to
the relevant investment, potentially resulting in an adverse impact on us. If we participate in a co- investment with an Ares
managed investment vehicle and such vehicle fails to fund a future advance on a loan, we may be required to, or we may elect
to, cover such advance and invest additional funds. In addition, if we and such other Ares managed investment vehicles invest in
different classes or types of debt or investments relating to the same underlying property or properties, actions may be taken by
such other Ares managed investment vehicles that are adverse to our interests, including, but not limited to, during a work- out,
restructuring or insolvency proceeding or similar matter occurring with respect to such investment. Investments in which Ares
managed investment vehicles hold different investments. We may invest in, acquire, sell assets to or provide financing to
investment vehicles managed by Ares Management or its affiliates and their portfolio companies or purchase assets from, sell
assets to, or arrange financing from any such investment vehicles and their portfolio companies. Any such transactions will
require approval by a majority of our independent directors. There can be no assurance that any procedural protections will be
sufficient to ensure that these transactions will be made on terms that will be at least as favorable to us as those that would have
been obtained in an arm’ s- length transaction. Loan Purchase from Affiliates. One or more affiliates of Ares Management may
originate commercial real estate loans, which may be made available to purchase by other investment vehicles, including us and
other Ares Management managed investment vehicles. From time to time, we may purchase such commercial real estate loans
from affiliates of Ares Management. Although our Manager will approve the purchase of such loans only on terms, including
the consideration to be paid, that are determined by our Manager in good faith to be appropriate for us, it is possible that the
interests of Ares Management could be in conflict with ours and the interests of our stockholders. Our opportunity to purchase
loans from Ares Management and its affiliates may be on different and potentially less favorable economic terms than other
Ares managed vehicles if our Manager deems such purchase as being otherwise in our best interests. Fees and expenses. We will
be responsible for our proportionate share of certain fees and expenses, including due diligence costs, as determined by our
Manager and Ares Management, including legal, accounting and financial advisor fees and related costs, incurred in connection
with evaluating and consummating investment opportunities, regardless of whether such transactions are ultimately
consummated by the parties thereto. The ability of our Manager and its officers and employees to engage in other business
activities may reduce the time our Manager spends managing our business and may result in certain conflicts of interest. Certain



of our officers and directors, and the officers and other personnel of our Manager, also serve or may serve as officers, directors
or partners of Ares Management, as well as Ares Management sponsored investment vehicles, including new affiliated potential
pooled investment vehicles or managed accounts not yet established, whether managed or sponsored by Ares Management’ s
affiliates or our Manager. Accordingly, the ability of our Manager and its officers and employees to engage in other business
activities may reduce the time our Manager spends managing our business. These activities could be viewed as creating a
conflict of interest insofar as the time and effort of the professional staff of our Manager and its officers and employees will not
be devoted exclusively to our business; instead it will be allocated between our business and the management of these other
investment vehicles. In the course of our investing activities, we will pay base management fees to our Manager and will
reimburse our Manager for certain expenses it incurs. As a result, investors in our common stock will invest on a “ gross ” basis
and receive distributions on a “ net ” basis after expenses, resulting in, among other things, a lower rate of return than investors
might achieve through direct investments. As a result of this arrangement, our Manager’ s interests may be less aligned with our
interests. Our Management Agreement with our Manager was not negotiated on an arm’ s- length basis and may not be as
favorable to us as if it had been negotiated with an unaffiliated third party, and the manner of determining the management fees
may not provide sufficient incentive to our Manager to maximize risk- adjusted returns for our portfolio since it is based on our
stockholders’ equity per annum and not on our performance. We rely completely on our Manager to provide us with investment
advisory services. Our executive officers also serve as officers of our Manager. Our Management Agreement was negotiated
between related parties and its terms, including fees payable, may not be as favorable to us as if it had been negotiated with an
unaffiliated third party. We wilt-pay our Manager substantial base management fees regardless of the performance of our
portfolio. Pursuant to the terms of the Management Agreement, our Manager receives a base management fee that is calculated
as 1. 5 % of our stockholders’ equity per annum, which is calculated and payable quarterly in arrears in cash, subject to certain
adjustments. Our Manager’ s entitlement to a base management fee, which is not based upon performance metrics or goals,
might reduce its incentive to devote its time and effort to seeking investments that provide attractive risk- adjusted returns for
our portfolio. Further, the management fee structure gives our Manager the incentive to maximize stockholders’ equity raised by
the issuance of new equity securities or the retention of existing equity, regardless of the effect of these actions on existing
stockholders. In other words, the management fee structure will reward our Manager primarily based on the size of our equity
raised and not on our financial returns to stockholders. This in turn could hurt both our ability to make distributions to our
stockholders and the market price of our common stock. Fhe-eurrent-termofourManagemen Asreeren expiresonAptt
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strategy— erminating our Management Agreement for unsatisfactory performance of the Manager or electing not to renew the
Management Agreement may be difficult and terminating the agreement in certain circumstances requires payment of a
substantial termination fee. Terminating our Management Agreement without cause is difficult and costly. Our independent
directors will review our Manager’ s performance and the management fees annually and, upon 180 days’ written notice prior to
the expiration of any renewal term, the Management Agreement may be terminated upon the affirmative vote of at least two-
thirds of our independent directors based upon: (a) our Manager’ s unsatisfactory performance that is materially detrimental to
us; or (b) a determination that the management fees payable to our Manager are not fair, subject to our Manager’ s right to
prevent termination based on unfair fees by accepting a reduction of management fees agreed to by at least two- thirds of our
independent directors. Additionally, upon any such termination, the Management Agreement provides that we will pay our
Manager a termination fee equal to three times the sum of the average annual base management fee and incentive fee received
by our Manager during the 24- month period before such termination, calculated as of the end of the most recently completed
fiscal quarter. This provision increases the cost to us of terminating the Management Agreement and adversely affects our
ability to terminate our Manager without cause. If the Management Agreement is terminated and no suitable replacement is
found to manage us, we may not be able to continue to execute our investment strategy. The incentive fee payable to our
Manager under the Management Agreement may cause our Manager to select investments in riskier assets to increase its
incentive compensation. Our Manager is entitled to receive incentive compensation based upon our achievement of targeted
levels of Core Earnings. “ Core Earnings ” is defined in our Management Agreement as net income (loss) computed in
accordance with GAAP, excluding non- cash equity compensation expense, the incentive fee, depreciation and amortization (to
the extent that any of our target investments are structured as debt and we foreclose on any properties underlying such debt), any
unrealized gains, losses or other non- cash items recorded in net income (loss) for the period, regardless of whether such items
are included in other comprehensive income e( loss ), or in net income (loss), and one- time events pursuant to changes in
GAAP and certain non- cash charges after discussions between our Manager and our independent directors and after approval by
a majority of our independent directors. For the year ended December 31, 2024, no incentive fees were incurred. For the
years ended December 31, 2023 ;-and 2022 and2024-, $ 334-theusand;-0. 3 million and $ 3. 4 miltenand-$2-8-million of
incentive fees were incurred, respectively. In evaluating investments and other management strategies, the opportunity to earn
incentive fees based on Core Earnings may lead our Manager to place undue emphasis on the maximization of Core Earnings at
the expense of other criteria, such as preservation of capital, in order to achieve higher incentive compensation. Investments
with higher yield potential are generally riskier or more speculative. This could result in increased risk to the value of our
investment portfolio. Our Manager manages our portfolio in accordance with very broad investment guidelines and our board of
directors does not approve each investment and financing decision made by our Manager, which may result in us making riskier
investments than those currently comprising our investment portfolio. While our directors periodically review our investment
portfolio, they do not review all of our proposed investments. In addition, in conducting periodic reviews, our directors may rely
primarily on information provided to them by our Manager. Our investment guidelines may be changed from time to time.



Furthermore, our Manager may use complex strategies and transactions entered into by our Manager that may be difficult or
impossible to unwind by the time they are reviewed by our directors. Our Manager has great latitude in determining the types of
assets that are proper investments for us, which could result in investment returns that are substantially below expectations or
that result in losses, which would materially and adversely affect our business operations and results. In addition, our Manager is
not subject to any limits or proportions with respect to the mix of target investments that we originate or acquire other than as
necessary to maintain our qualification as a REIT and our exemption from registration under the 1940 Act. Decisions made and
investments entered into by our Manager may not fully reflect your best interests. Our Manager may change its investment
process, or elect not to follow it, without stockholder consent at any time, which may adversely affect our investments. Our
Manager may change its investment process without stockholder consent at any time. In addition, there can be no assurance that
our Manager will follow its investment process in relation to the identification and underwriting of prospective investments.
Changes in our Manager’ s investment process may result in inferior, among other things, due diligence and underwriting
standards, which may adversely affect the performance of our portfolio. We do not have a policy that expressly prohibits our
directors, officers, stockholders or affiliates from engaging for their own account in business activities of the types conducted by
us. We do not have a policy that expressly prohibits our directors, officers, stockholders or affiliates from engaging for their own
account in business activities of the types conducted by us. However, our code of business conduct and ethics contains a
conflicts of interest policy that prohibits our directors and officers, as well as employees of our Manager from engaging in any
transaction that involves an actual conflict of interest with us without the approval of the audit committee of our board of
directors. In addition, our Management Agreement does not prevent our Manager and its affiliates from engaging in additional
management or investment opportunities, some of which could compete with us, and our code of business conduct and ethics
acknowledges that such activities shall not be deemed a conflict of interest. Our Manager is subject to extensive regulation as an
investment adviser, which could adversely affect its ability to manage our business. Our Manager is subject to regulation as an
investment adviser by various regulatory authorities that are charged with protecting the interests of its clients, including us.
Instances of criminal activity and fraud by participants in the investment management industry and disclosures of trading and
other abuses by participants in the financial services industry have led the United States Government and regulators to increase
the rules and regulations governing, and oversight of, the United States financial system. This activity resulted in changes to the
laws and regulations governing the investment management industry and more aggressive enforcement of the existing laws and
regulations. Our Manager could be subject to civil liability, criminal liability, or sanction, including revocation of its registration
as an investment adviser, revocation of the licenses of its employees, censures, fines, or temporary suspension or permanent bar
from conducting business, if it is found to have violated any of these laws or regulations. Any such liability or sanction could
adversely affect our Manager’ s ability to manage our business. Our Manager must continually address conflicts between its
interests and those of its clients, including us. In addition, the SEC and other regulators have increased their scrutiny of potential
and actual conflicts of interest. Our Manager has procedures and controls that are reasonably designed to address these issues.
However, appropriately dealing with conflicts of interest is complex and difficult and if we or our Manager fail, or appear to fail,
to deal appropriately with conflicts of interest, we or our Manager could be subject to government investigations, face litigation,
regulatory proceedings or penalties, any of which could adversely affect our Manager’ s ability to manage our business and
could have a material adverse impact on our business. We may not replicate Ares Management’ s historical performance. We
cannot assure you that we will replicate Ares Management’ s historical performance, and we caution you that our investment
returns could be substantially lower than the returns achieved by other entities managed by Ares Management or its affiliates. In
addition to other analytical tools, our Manager may-utilize-utilizes financial models to evaluate commercial mortgage loans and
CRE- related debt instruments, the accuracy and effectiveness of which cannot be guaranteed. In addition to other analytical
tools, our Manager may-utilize-utilizes financial models to evaluate commercial mortgage loans and CRE- related debt
instruments, the accuracy and effectiveness of which cannot be guaranteed. In all cases, financial models are only estimates of
future results which are based upon assumptions made at the time that the projections are developed. There can be no assurance
that our Manager’ s projected results will be attained and actual results may vary significantly from the projections. General
economic and industry- specific conditions, which are not predictable, can have an adverse impact on the reliability of
projections. We do not own the Ares name, but we may use the name pursuant to a license agreement with Ares Management.
Use of the name by other parties or the termination of our license agreement may harm our business. We have entered into a
license agreement with Ares Management pursuant to which it has granted us a non- exclusive, royalty- free license to use the
name “ Ares. ” Under this agreement, we have a right to use this name for so long as ACREM serves as our Manager pursuant to
the Management Agreement. Ares Management retains the right to continue using the “ Ares ” name. We cannot preclude Ares
Management from licensing or transferring the ownership of the “ Ares ” name to third parties, some of whom may compete
with us. Consequently, we would be unable to prevent any damage to goodwill that may occur as a result of the activities of
Ares Management or others. Furthermore, in the event that the license agreement is terminated, we will be required to change
our name and cease using the name. Any of these events could disrupt our recognition in the market place, damage any
goodwill we may have generated and otherwise harm our business. The license agreement terminates upon expiration of the
Management Agreement and may also be terminated by either party without penalty upon 180 days’ written notice to the other
party. Our Manager’ s and Ares Management’ s liability is limited under the Management Agreement, and we have agreed to
indemnify our Manager against certain liabilities. As a result, we could experience poor performance or losses for which our
Manager would not be liable. Pursuant to the Management Agreement, our Manager does not assume any responsibility other
than to render the services called for thereunder and will not be responsible for any action of our board of directors in following
or declining to follow its advice or recommendations. Under the terms of the Management Agreement, our Manager, its officers,
members, managers, directors, personnel, any person controlling or controlled by our Manager, including Ares Management,
and any person providing services to our Manager will not be liable to us, any subsidiary of ours, our stockholders or partners or



any subsidiary’ s stockholders or partners for acts or omissions performed in accordance with and pursuant to the Management
Agreement, except by reason of acts constituting bad faith, willful misconduct, gross negligence, or reckless disregard of their
duties under the Management Agreement. In addition, we have agreed to indemnify our Manager, its officers, stockholders,
members, managers, directors, personnel, any person controlling or controlled by our Manager and any person providing
services to our Manager with respect to all expenses, losses, damages, liabilities, demands, charges and claims arising from acts
of our Manager not constituting bad faith, willful misconduct, gross negligence, or reckless disregard of duties, performed in
good faith in accordance with and pursuant to the Management Agreement. RISKS RELATED TO UNITED STATES
FEDERAL INCOME TAX RISKS-Our failure to remain qualified as a REIT would subject us to United States federal income
tax and potentially state and local tax, and could result in us facing a substantial tax liability, which would reduce the amount of
cash available for distribution to our shareholders, and otherwise adversely affect our operations and the market price of our
common stock. We have elected to be taxed as a REIT commencing with our taxable year ended December 31, 2012. However,
we may terminate our REIT election if our board of directors determines that not qualifying as a REIT is in the best interests of
our stockholders. We may also inadvertently terminate our REIT election, as our qualification as a REIT depends upon our
satisfaction of certain asset, income, organizational, distribution, stockholder ownership and other requirements on a continuing
basis. We have structured and intend to continue structuring our activities in a manner designed to satisfy all the requirements
for qualification as a REIT and believe that we have qualified as a REIT since the year of our initial election. The REIT
qualification requirements are extremely complex and interpretation of the United States federal income tax laws governing
qualification as a REIT is limited. Accordingly, we cannot be certain that we will be successful in operating so we can remain
qualified as a REIT. Our ability to satisfy the asset tests depends on our analysis of the characterization and fair market values of
our assets, some of which are not susceptible to a precise determination, and for which we will not obtain independent
appraisals. Our compliance with the REIT income or quarterly asset requirements also depends on our ability to successfully
manage the composition of our income and assets on an ongoing basis. Accordingly, if certain of our operations were to be re-
characterized by the IRS such re- characterization could jeopardize our ability to satisty all the requirements for qualification as
a REIT. Furthermore, future legislative, judicial or administrative changes to the United States federal income tax laws could be
applied retroactively, which could result in our disqualification as a REIT. If we fail to maintain our qualification as a REIT for
any taxable year, and we do not qualify for certain statutory relief provisions, we will be subject to United States federal income
tax on our taxable income at the corporate tax rate. In addition, we would generally be disqualified from treatment as a REIT for
the four taxable years following the year of losing our REIT qualification. Losing our REIT qualification would reduce our net
earnings available for investment or distribution to stockholders because of the additional tax liability. In addition, distributions
to stockholders would no longer qualify for the dividends paid deduction, and we would no longer be required to make
distributions. If this occurs, we might be required to borrow funds or liquidate some investments in order to pay the applicable
tax. Failure of our subsidiary REIT to qualify as a REIT could adversely impact our ability to qualify as a REIT. Any REIT in
which we invest directly or indirectly, including the REIT through which we own our interest in the CLO Securitizations,
ACRC 2017- FL3 Holder REIT LLC (“ FL3 REIT ”), is independently subject to, and must comply with, the same REIT
requirements that we must satisfy in order to qualify as a REIT, together with all other rules applicable to REITs. If the
subsidiary REIT fails to qualify as a REIT and certain statutory relief provisions do not apply, then (a) the subsidiary REIT
would become subject to United States federal income tax, (b) the subsidiary REIT will be disqualified from treatment as a
REIT for the four taxable years following the year during which qualification was lost, (c) our investment in the subsidiary
REIT could cease to be a qualifying asset for purposes of the asset tests applicable to REITs and any dividend income or gains
derived by us from such subsidiary REIT may cease to be treated as income that qualifies for purposes of the 75 % gross income
test, and (d) we may fail certain of the asset or income tests applicable to REITs, in which event we will fail to qualify as a REIT
unless we are able to avail ourselves of certain statutory relief provisions. Failure to meet the senior note overcollateralization
tests for our CLO Securitizations and any resulting failure to receive payments from the CLO Securitizations, absent a consent
dividend by the subsidiary REIT, may be detrimental in the FL3 REIT” s ability to qualify as a REIT. REITs, in certain
circumstances, may incur tax liabilities that would reduce the cash available for distribution to our stockholders. Even if we
maintain our status as a REIT, we may be subject to United States federal income taxes and related state and local taxes. For
example, net income from the sale of properties that are considered inventory or property held primarily for sale to customers by
a REIT in the ordinary course of its trade or business (a ““ prohibited transaction ” under the Code) will be subject to a 100 % tax.
Also, if we were to fail an income test (and did not lose our REIT status because such failure was due to reasonable cause and
not willful neglect) we would be subject to tax on the portion of our income that does not meet the income test requirements. We
also may decide to retain net capital gains we earn from the sale or other disposition of our property and pay United States
federal income tax directly on such income. In that event, our stockholders would be treated as if they earned that income and
paid the tax on it directly. However, stockholders that are tax- exempt, such as charities or qualified pension plans, would have
no benefit from their deemed payment of such tax liability unless they file United States federal income tax returns and thereon
seek a refund of such tax. We also will be subject to corporate tax on any undistributed REIT taxable income. We also may be
subject to state and local taxes on our income or property, including franchise, payroll, mortgage recording and transfer taxes,
either directly or at the level of the other companies through which we indirectly own our assets, such as our TRSs, which are
subject to full United States federal, state, and local corporate- level income taxes. Finally, we may incur an excise tax
applicable to REITs if we fail to make sufficient distributions to our stockholders during the course of a taxable year, along with
any distributions declared in the fourth quarter of a year and paid in January of the following year. Any taxes we pay directly or
indirectly will reduce our cash available for distribution to stockholders. To qualify as a REIT, we must meet annual distribution
requirements, which may force us to forgo otherwise attractive opportunities or borrow funds during unfavorable market
conditions. This could delay or hinder our ability to meet our investment objectives and reduce your overall return. In order to



maintain our status as a REIT, we must annually distribute to our stockholders at least 90 % of our REIT taxable income (which
does not equal net income, as calculated in accordance with GAAP), prior to the deduction for dividends paid and comply with
various other requirements as a REIT. We will be subject to United States federal income tax on our undistributed REIT taxable
income and net capital gain at corporate rates and to a 4 % nondeductible excise tax on any amount by which distributions we
pay with respect to any calendar year are less than the sum of (a) 85 % of our ordinary income, (b) 95 % of our capital gain net
income and (c) 100 % of our undistributed income from prior years. These requirements could inhibit our ability to finance our
growth and cause us to distribute amounts that otherwise would be spent on investments in real estate assets and it is possible
that we might be required to borrow funds, possibly at unfavorable rates, or sell assets in adverse market conditions to fund
these distributions. Although we have made and intend to continue to make distributions sufficient to meet the annual
distribution requirements and to avoid United States federal income taxes on our earnings while we qualify as a REIT, it is
possible that we might not always be able to do so. Complying with REIT requirements may force us to forgo and / or liquidate
otherwise attractive investment opportunities. To maintain our qualification as a REIT, we must ensure that we meet the REIT
gross income tests annually and that at the end of each calendar quarter, at least 75 % of the value of our assets consists of cash,
cash items, government securities and qualified REIT real estate assets, including certain mortgage loans and certain kinds of
mortgage- related securities. The remainder of our investment in securities (other than government securities and qualified real
estate assets) generally cannot include more than 10 % of the outstanding voting securities of any one issuer or more than 10 %
of the total value of the outstanding securities of any one issuer. In addition, in general, no more than 5 % of the value of our
assets (other than government securities and qualified real estate assets) can consist of the securities of any one issuer, and no
more than 20 % of the value of our total assets can be represented by securities of one or more TRSs. If we fail to comply with
these requirements at the end of any calendar quarter, we must correct the failure within 30 days after the end of the calendar
quarter or qualify for certain statutory relief provisions to avoid losing our REIT qualification and suffering adverse tax
consequences. As a result, we may be required to liquidate assets from our portfolio or not make otherwise attractive
investments in order to maintain our qualification as a REIT. These actions could have the effect of reducing our income and
amounts available for distribution to our stockholders. Certain of our business activities are potentially subject to the prohibited
transaction tax, which could reduce the return on your investment. For so long as we qualify as a REIT, our ability to dispose of
property during the first few years following acquisition may be restricted to a substantial extent as a result of our REIT
qualification. Under applicable provisions of the Code regarding prohibited transactions by REITs, we will be subject to a 100
% penalty tax on any gain recognized on the sale or other disposition of any property (other than foreclosure property) that we
own, directly or through any subsidiary entity, but generally excluding TRSs, that is deemed to be inventory or property held
primarily for sale to customers in the ordinary course of a trade or business. Whether property is inventory or otherwise held
primarily for sale to customers in the ordinary course of a trade or business depends on the particular facts and circumstances
surrounding each property. While we qualify as a REIT, we will seek to avoid the 100 % prohibited transaction tax by (a)
conducting activities that may otherwise be considered prohibited transactions through a TRS (such TRS will incur income tax
at corporate tax rates with respect to any income or gain recognized by it), (b) conducting our operations in such a manner so
that no sale or other disposition of an asset we own, directly or through any subsidiary (other than a TRS), will be treated as a
prohibited transaction, or (c) structuring certain dispositions of our properties to comply with a prohibited transaction safe harbor
available under the Code for properties that have been held for at least two years. However, no assurance can be given that any
particular property we own, directly or through any subsidiary entity, but generally excluding TRSs, will not be treated as
inventory or property held primarily for sale to customers in the ordinary course of a trade or business. The tax on prohibited
transactions will limit our ability to engage in transactions, including certain methods of securitizing mortgage loans that would
be treated as sales for United States federal income tax purposes. A REIT’ s net income from prohibited transactions is subject
to a 100 % tax. In general, prohibited transactions are sales or other dispositions of property, other than foreclosure property, but
including mortgage loans, held as inventory or primarily for sale to customers in the ordinary course of business. We might be
subject to this tax if we were to sell or securitize loans in a manner that was treated as a sale of the loans as inventory for United
States federal income tax purposes. Therefore, in order to avoid the prohibited transactions tax, we may choose not to engage in
certain sales of loans, other than through a TRS, and we may be required to limit the structures we use for our securitization
transactions, even though such sales or structures might otherwise be beneficial for us. TRSs are subject to corporate- level taxes
and dealings with TRSs may be subject to 100 % excise tax. A REIT may own up to 100 % of the stock of one or more TRS.
Both the subsidiary and the REIT must jointly elect to treat the subsidiary as a TRS. A corporation of which a TRS directly or
indirectly owns more than 35 % of the voting power or value of the stock will automatically be treated as a TRS. Overall, no
more than 20 % of the gross value of a REIT” s assets may consist of stock or securities of one or more TRSs, and the aggregate
value of debt instruments issued by public REITs held by us that are not otherwise secured by real property may not exceed 25
% of the value of our total assets. A TRS may earn income that would not be REIT- qualifying income if earned directly by a
REIT. A domestic TRS will pay U. S. federal, state and local income tax at regular corporate rates on any income that it earns.
In addition, the TRS rules limit the deductibility of interest paid or accrued by a TRS to its parent REIT to assure that the TRS is
subject to an appropriate level of corporate taxation. The rules also impose a 100 % excise tax on certain transactions between a
TRS and its parent REIT that are not conducted on an arm’ s- length basis. ACRC W TRS, FL3 TRS, ACRC WM and other
TRSs that we may form will pay United States federal, state and local income tax on their taxable income, and their after- tax
net income will be available for distribution to us but will not be required to be distributed to us, unless necessary to maintain
our REIT qualification. While we will be monitoring the aggregate value of the securities of our TRSs and intend to conduct our
affairs so that such securities will represent less than 20 % of the value of our total assets, there can be no assurance that we will
be able to comply with the TRS limitation in all market conditions. Our investments in certain debt instruments may cause us to
recognize income for United States federal income tax purposes even though no cash payments have been received on the debt



instruments, and certain modifications of such debt by us could cause the modified debt to not qualify as a good REIT asset,
thereby jeopardizing our REIT qualification. Our taxable income may substantially exceed our net income as determined based
on GAAP, or differences in timing between the recognition of taxable income and the actual receipt of cash may occur. For
example, we may acquire assets, including debt securities requiring us to accrue original issue discount or recognize market
discount income, that generate taxable income in excess of economic income or in advance of the corresponding cash flow from
the assets , referred to as “ phantom income. ” Moreover, we are generally required to include certain amounts in taxable
income no later than the time such amounts are reflected on certain financial statements. The application of this rule
may require the accrual of taxable income with respect to our debt instruments, such as original issue discount, earlier
than would be the case under the general tax rules, causing our “ phantom income ” to increase . [n addition, if a borrower
with respect to a particular debt instrument encounters financial difficulty rendering it unable to pay stated interest as due, we
may nonetheless be required to continue to accrue and recognize the unpaid interest as taxable income with the effect that we
will recognize income but will not have a corresponding amount of cash available for distribution to our stockholders. As a
result of the foregoing, we may generate less cash flow than taxable income in a particular year and find it difficult or
impossible to meet the REIT distribution requirements in certain circumstances. In such circumstances, we may be required to
(a) sell assets in adverse market conditions, (b) borrow on unfavorable terms, (¢) distribute amounts that would otherwise be
used for future acquisitions or used to repay debt, or (d) make a taxable distribution of our shares of common stock as part of a
distribution in which stockholders may elect to receive shares of common stock or (subject to a limit measured as a percentage
of the total distribution) cash, in order to comply with the REIT distribution requirements. Moreover, we may acquire distressed
debt investments that require subsequent modification by agreement with the borrower. If the amendments to the outstanding
debt are “ significant modifications  under the applicable Treasury Regulations, the modified debt may be considered to have
been reissued to us in a debt- for- debt taxable exchange with the borrower. This deemed reissuance may prevent the modified
debt from qualifying as a good REIT asset if the underlying security has declined in value and would cause us to recognize
income to the extent the principal amount of the modified debt exceeds our adjusted tax basis in the unmodified debt. The
failure of mortgage loans subject to a repurchase agreement to qualify as a real estate asset would adversely affect our ability to
qualify as a REIT. We have entered into repurchase agreements under which we will nominally sell certain of our assets to a
counterparty and simultaneously enter into an agreement to repurchase the sold assets. We believe that we will be treated for
United States federal income tax purposes as the owner of the assets that are the subject of any such agreements notwithstanding
that such agreements may transfer record ownership of the assets to the counterparty during the term of the agreement. It is
possible, however, that the IRS could assert that we did not own the assets during the term of the repurchase agreement, in
which case we could fail to qualify as a REIT if our remaining assets do not satisfy the asset tests or if our income does not
satisfy the gross income tests. The failure of mezzanine loans to qualify as a real estate asset would adversely affect our ability to
qualify as a REIT. In order for a loan to be treated as a qualifying real estate asset producing qualifying income for purposes of
the REIT asset and income tests, generally the loan must be secured by real property or an interest in real property. We may
originate or acquire mezzanine loans that are not directly secured by real property or an interest in real property but instead are
secured by equity interests in a partnership or limited liability company that directly or indirectly owns real property or an
interest in real property. In Revenue Procedure 2003- 65, the IRS provided a safe harbor pursuant to which a mezzanine loan
that is not secured by real estate would, if it meets each of the requirements contained in the Revenue Procedure, be treated by
the IRS as a qualifying real estate asset. Although the Revenue Procedure provides a safe harbor on which taxpayers may rely, it
does not prescribe rules of substantive tax law and in many cases it may not be possible for us to meet all the requirements of the
safe harbor. We cannot provide assurance that any mezzanine loan in which we invest would be treated as a qualifying asset
producing qualifying income for REIT qualification purposes. If any such loan fails either the REIT income or asset tests, we
may be disqualified as a REIT. Our qualification as a REIT and exemption from United States federal income tax with respect to
certain assets may be dependent on the accuracy of legal opinions or advice rendered or given or statements by the issuers of
assets that we acquire, and the inaccuracy of any such opinions, advice or statements may adversely affect our REIT
qualification and result in corporate- level tax. When purchasing securities, we may rely on opinions or advice of counsel for the
issuer of such securities, or statements made in related offering documents, for purposes of determining whether such securities
represent debt or equity securities for United States federal income tax purposes, and also to what extent those securities
constitute real estate assets for purposes of the asset tests and produce qualifying income for purposes of the 75 % gross income
test. In addition, when purchasing the equity tranche of a securitization, we may rely on opinions or advice of counsel regarding
the qualification of the securitization for exemption from United States corporate income tax and the qualification of interests in
such securitization as debt for United States federal income tax purposes. The inaccuracy of any such opinions, advice or
statements may adversely affect our REIT qualification and result in significant corporate level tax. The taxable mortgage pool,
or “ TMP, ” rules may increase the taxes that we or our stockholders may incur, and may limit the manner in which we effect
future securitizations. Our CLO securitizations resulted in the creation of a TMP for federal income tax purposes. Future
securitizations by us or our consolidated subsidiaries could result in the creation of additional TMPs for United States federal
income tax purposes. As a REIT, so long as we own 100 % of the equity interests in a taxable mortgage pool, we generally
would not be subject to corporate tax as a result of the characterization of the securitization as a taxable mortgage pool.
However, we would be precluded from selling equity interests in these securitizations to outside investors, or selling any debt
securities issued in connection with these securitizations that might be considered to be equity interests for tax purposes. As a
result of owning a TMP, we could have “ excess inclusion income. ” Certain categories of stockholders, such as non- United
States stockholders eligible for treaty or other benefits, stockholders with net operating losses, and certain tax- exempt
stockholders that are subject to unrelated business income tax, could be subject to increased taxes on a portion of their dividend
income from us that is attributable to any such excess inclusion income. In the case of a stockholder that is a REIT, regulated



investment company (“ RIC ), common trust fund or other pass- through entity, our allocable share of our excess inclusion
income could be considered excess inclusion income of such entity. In addition, to the extent that our common stock is owned
by tax- exempt “ disqualified organizations, ” such as certain government- related entities and charitable remainder trusts that
are not subject to tax on unrelated business income, we may incur a corporate level tax on a portion of any excess inclusion
income. Because this tax generally would be imposed on us, all of our stockholders, including stockholders that are not
disqualified organizations, generally will bear a portion of the tax cost associated with the classification of us or a portion of our
assets as a TMP. A RIC or other pass through entity owning our common stock in record name will be subject to tax at the
highest United States federal corporate tax rate on any excess inclusion income allocated to their owners that are disqualified
organizations. The manner in which excess inclusion income is calculated is not clear under current law. As required by IRS
guidance, we intend to make such determinations based on what we believe to be a reasonable method. However, there can be
no assurance that the IRS will not challenge our method of making any such determinations. If the IRS were to disagree with
any such determinations made or with the method used by us, the amount of any excess inclusion income required to be taken
into account by one or more stockholders, including tax- exempt stockholders, non- United States stockholders and stockholders
with net operating losses, could be significantly increased. Moreover, we could face limitations in selling equity interests in
these securitizations to outside investors, or selling any debt securities issued in connection with these securitizations that might
be considered to be equity interests for tax purposes. Finally, if we were to fail to qualify as a REIT, any TMP securitizations
would be treated as separate taxable corporations for United States federal income tax purposes that could not be included in any
consolidated United States federal corporate income tax return. These limitations may prevent us from using certain techniques
to maximize our returns from securitization transactions. We may choose to make distributions in our own stock, in which case
you may be required to pay income taxes in excess of the cash dividends you receive. In connection with our qualification as a
REIT, we are required to annually distribute to our stockholders at least 90 % of our REIT taxable income (which does not equal
net income, as calculated in accordance with GAAP), prior to the deduction for dividends paid and comply with various other
requirements as a REIT. In order to satisfy this requirement, we may make distributions that are payable in cash and / or shares
of our common stock (which could account for a significant percentage of the aggregate amount of such distributions) at the
election of each stockholder. Taxable stockholders receiving such distributions will be required to include the full amount of
such distributions as ordinary dividend income to the extent of our current or accumulated earnings and profits, as determined
for United States federal income tax purposes (although for taxable years beginning after December 31, 2017 and before
January 1, 2026, generally stockholders that are individuals, trusts or estates may deduct 20 % of the aggregate amount of
ordinary dividends distributed by us, subject to certain limitations). As a result, United States stockholders may be required to
pay income taxes with respect to such distributions in excess of the cash portion of the distribution received. Accordingly,
United States stockholders receiving a distribution of our shares may be required to sell shares received in such distribution or
may be required to sell other stock or assets owned by them, at a time that may be disadvantageous, in order to satisfy any tax
imposed on such distribution. If a United States stockholder sells the stock that it receives as part of the distribution in order to
pay this tax, the sales proceeds may be less than the amount it must include in income with respect to the distribution,
depending on the market price of our stock at the time of the sale. Furthermore, with respect to certain non- United States
stockholders, we may be required to withhold United States tax with respect to such distribution, including in respect of all or a
portion of such distribution that is payable in stock, by withholding or disposing of part of the shares included in such
distribution and using the proceeds of such disposition to satisfy the withholding tax imposed. In addition, if a significant
number of our stockholders determine to sell shares of our common stock in order to pay taxes owed on dividend income, such
sale may put downward pressure on the market price of our common stock. Various tax aspects of such a taxable cash / stock
distribution are uncertain and have not yet been addressed by the IRS. No assurance can be given that the IRS will not impose
requirements in the future with respect to taxable cash / stock distributions, including on a retroactive basis, or assert that the
requirements for such taxable cash / stock distributions have not been met. Dividends payable by REITs generally do not qualify
for the reduced tax rates available for some dividends. Currently, the maximum tax rate applicable to qualified dividend income
payable to United States stockholders that are individuals, trusts and estates is 20 %. Dividends payable by REITs, however,
generally are not eligible for this reduced rate. Although this does not adversely affect the taxation of REITs or dividends
payable by REITs, the more favorable rates applicable to regular corporate qualified dividends could cause investors who are
individuals, trusts and estates to perceive investments in REITs to be relatively less attractive than investments in the stocks of
non- REIT corporations that pay dividends, which could adversely affect the value of the shares of REITs, including our
common stock. Tax rates could be changed in future legislation. Under current law, for taxable years before January 1,
2026, dividends payable by REITs (other than capital gain dividends and qualified dividends) received by non- corporate
taxpayers may be eligible for a 20 % deduction, which if allowed in full equates to a maximum effective U. S. federal
income tax rate on ordinary dividends payable by REITSs of 29. 6 %. Investors are urged to consult their tax advisors
regarding the effect of this rule on their effective tax rate with respect to REIT dividends. Complying with REIT
requirements may limit our ability to hedge our liabilities effectively and may cause us to incur tax liabilities. The REIT
provisions of the Code may limit our ability to hedge our liabilities. Any income from a hedging transaction we enter into to
manage risk of interest rate changes, price changes or currency fluctuations with respect to borrowings made or to be made to
acquire or carry real estate assets or in certain cases to hedge previously acquired hedges entered into to manage risks associated
with property that has been disposed of or liabilities that have been extinguished, if properly identified under applicable Treasury
Regulations, does not constitute *“ gross income ” for purposes of the 75 % or 95 % gross income tests. To the extent that we
enter into other types of hedging transactions, the income from those transactions will likely be treated as non- qualifying
income for purposes of both of the gross income tests. As a result of these rules, we may need to limit our use of advantageous
hedging techniques or implement those hedges through a TRS. This could increase the cost of our hedging activities because our



TRSs are subject to tax on gains and may expose us to greater risks associated with changes in interest rates than we would
otherwise want to bear. In addition, losses in a TRS generally will not provide any tax benefit, except for being carried forward
against future taxable income of such TRS. We may be subject to adverse legislative or regulatory tax changes that could
increase our tax liability, reduce our operating flexibility and reduce the price of our common stock. The present U. S. federal
income tax treatment of REITs may be modified, possibly with retroactive effect, by legislative, judicial or administrative action
at any time, which could affect the U. S. federal income tax treatment of an investment in our common equity. The U. S. federal
income tax rules dealing with REITs constantly are under review by persons involved in the legislative process, the IRS and the
U. S. Treasury Department, which results in statutory changes as well as frequent revisions to regulations and interpretations.
Revisions in U. S. federal tax laws and interpretations thereof could affect or cause us to change our investments and
commitments and affect the tax considerations of an investment in us. Any such changes could have an adverse effect on an
investment in our shares or on the market value or the resale potential of our assets. You are urged to consult with your tax
advisor with respect to the impact of recent legislation on your investment in our shares and the status of legislative, regulatory
or administrative developments and proposals and their potential effect on an investment in our shares. You also should note that
our counsel’ s tax opinion is based upon existing law, applicable as of the date of its opinion, all of which will be subject to
change, either prospectively or retroactively. On August 16, 2022, PresidentBidern-the Inflation Reduction Act of 2022, or the
IRA, was signed into law the-InflationReduettonrAetof2622;or-the HRA-. The [RA includes numerous tax pr0V1510ns that
impact corporations, including the implementation of a corporate alternative minimum tax as well as a 1 % excise tax on certain
stock repurchases and economically similar transactions. However, REITs are excluded from the definition of an ““ applicable
corporation ” and therefore are not subject to the corporate alternative minimum tax. Additionally, the 1 % excise tax
specifically does not apply to stock repurchases by REITs. Our TRSs operate as standalone corporations and therefore could be
adversely affected by the IRA. Although REITs generally receive better tax treatment than entities taxed as regular corporations,
it is possible that future legislation would result in a REIT having fewer tax advantages, and it could become more
advantageous for a company that invests in real estate to elect to be treated for United States federal income tax purposes as a
regular corporation. As a result, our charter provides our board of directors with the power, under certain circumstances, to
revoke or otherwise terminate our REIT election and cause us to be taxed as a regular corporation, without the vote of our
stockholders. Our board of directors has fiduciary duties to us and our stockholders and could only cause such changes in our tax
treatment if it determines in good faith that such changes are in the best interest of our stockholders. Potential characterization of
distributions or gain on sale may be treated as unrelated business taxable income to tax- exempt investors. Neither ordinary nor
capital gain distributions with respect to our common stock nor gain from the sale of common stock should generally constitute
unrelated business taxable income to a tax- exempt investor. However, if (a) we are a *“ pension- held REIT, ” (b) a tax- exempt
stockholder has incurred (or is deemed to have incurred) debt to purchase or hold our common stock or (¢) a holder of common
stock is a certain type of tax- exempt stockholder, dividends on, and gains recognized on the sale of, our common stock by such
tax- exempt stockholder may be subject to United States federal income tax as unrelated business taxable income under the
Code. GENERAL RISK FACTORS Changes in laws or regulations governing our operations and our industry , changes in the
interpretation thereof or newly enacted laws or regulations and any failure by us to comply with these laws or regulations, could
require changes to certain of our business practices, negatively impact our operations, cash flow or financial condition, impose
additional costs on us or otherwise adversely affect our business . We are subject to regulation by laws and regulations at the
local, state and federal levels. These laws and regulations, as well as their interpretation, may change from time to time, and new
laws and regulations may be enacted. Accordingly, any change in these laws or regulations, changes in their interpretation, or
newly enacted laws or regulations and any failure by us to comply with current or new laws or regulations or such changes
thereto, could require changes to certain of our business practices, negatively impact our operations, cash flow or financial
condition, impose additional costs on us or otherwise adversely affect our business. Furthermore, #fregulatory capital
requirements imposed on our private lenders are currently subject to change -as a result of they— the may-United States
federal bank regulatory agencies’ proposal known as “ Basel III Endgame, ” which seeks to revise the capital framework
and meaningfully increase the capital requirements applicable to large banking organizations with $ 100 billion or more
in total consolidated assets or with significant trading activity. Adoption of the proposal could reduce market- wide
liquidity and increase financing and hedging costs. In the real estate industry specifically, even though the latest version
of the proposal softened the proposed capital requirements originally proposed for banks involved in mortgage lending,
if adopted, it is possible that these additional requirements could have the effect of discouraging mortgage lending. The
impact of the reproposal will not be required-to-timit-fully known until after the rules are implemented by the United
States federal bank regulatory agencies. However , thelr 1mplementatlon may negatlvely 1mpact of-our access to inerease
t-he—eest—ef—ﬁnancmg , affect t-hey» the terms of seneral-this-eould potentiallyinerease our future financing
arrangements €6 76 f G at-an-and -rneppeﬁuﬁe—t-rme-ef—pﬁee-negatlvely impact
the mortgage lending 1ndustry in which we operate . We expect that our business and our industry will remain SubjeCt to
extensive regulation and supervision as both the scope of the laws and regulations and the intensity of regulatory supervision has
generally increased in response to factors such as technological and market changes. If we fail to comply with laws, regulations
and market standards regarding the privacy, use and security of eustemer-borrower information, we may be subject to legal and
regulatory actions and our reputation would be harmed, which would materially adversely affect us. We receive, maintain and
store the non- public personal information of our loan applicants. The technology and other controls and processes designed to
secure our eustemer-borrower information and to prevent, detect and remedy any unauthorized access to that information were
designed to obtain reasonable, not absolute, assurance that such information is secure and that any unauthorized access is
identified and addressed appropriately. Accordingly, such controls may not have detected, and may in the future fail to prevent
or detect, unauthorized access to our borrower information. If this information is inappropriately accessed and used by a third




party or an employee for illegal purposes, such as identity theft, we may be responsible to the affected applicant or borrower for
any losses he or she may have incurred as a result of misappropriation. In such an instance, we may be liable to a governmental
authority for fines or penalties associated with a lapse in the integrity and security of our eusterers-borrowers ’ information,
which could materially adversely affect us. Further, significant actual or potential A-eyber—attack-is-eonsidered-to-be-any
adverse-event-that-threatens-the-theft eonfidenttality-, integrity-loss, corruptlon, exposure, fraudulent use or avm-labﬂ-rty
misuse of 1nvest0r, employee or t-he—other personal 1nform"lt10n y ; ayb

; p i ; e or other sensitive 1nformat10n —T—he— whether by thlrd partles or
asa result of a—eybenemployee malfeasance or otherw1se, non - attaelk-compliance with legal obligations regarding such
data or intellectual property or a violation of Ares’ prlvacy and securlty pohcres w1th respect to such data could result in
s1gn1ﬁcant 1nvest1gat10n, remedlatlon and other costs seetirity y d pted

, fines e-1=, penalties,

,—er—damage—te—eu% or businessrelationships
regulatory actlons agalnst us and s1gn1ficant feput&t-ten—reputatlonal harm , any tn—eaeh—ease—eausmg—etuebusmes‘s—aﬂé

proﬁtablhty In July 2023 ...... suffer ﬁnan01al loss, a d1srupt10n of our buslness and results of operations liability-to-investors;
regulatory-intervention-orreputational-damage-. Ineffective internal controls could impact our business and operating results.
Our internal control over financial reporting may not prevent or detect misstatements because of its inherent limitations,
including the possibility of human error, the circumvention or overriding of controls, or fraud. Even effective internal controls
can provide only reasonable assurance with respect to the preparation and fair presentation of financial statements. If we fail to
maintain the adequacy of our internal controls, including any failure to implement required new or improved controls, or if we
experience difficulties in their implementation, our business and operating results could be harmed and we could fail to meet our
financial reporting obligations. We, our Manager or its affiliates may be subject to litigation risks and may incur significant
costs in connection with legal and regulatory proceedings and face liabilities and damage to our, our Manager’ s or its affiliates’
reputation. In the normal course of business, we, our Manager or its affiliates may be subject to various legal proceedings from
time to time. We, our Manager and its affiliates are also subject to extensive regulation, which may-, from time to time, resuit
results in requests for information from us or our Manager or regulatory proceedings or investigations against us, our
Manager or its affiliates. We may incur significant costs and expenses in connection with any information requests, proceedings
or investigations. Furthermore, third parties may try to seek to impose liability on us in connection with our loans. Litigation
may increase to the extent we find it necessary to foreclose or otherwise enforce remedies with respect to loans that are in
default, which borrowers may seek to resist by asserting counterclaims and defenses. We, our Manager or its affiliates depend,
to a large extent, on our business relationships and our reputation for integrity to attract and retain investors and to pursue
investment opportunities. As a result, allegations of improper conduct asserted by private litigants or regulators, regardless of
whether the ultimate outcome is favorable or unfavorable to us, our Manager or its affiliates, as well as negative publicity and
press speculation about us, our Manager or its affiliates or our investment activities or the investment industry in general,
whether valid or not, may harm our, our Manager’ s or its affiliates’ reputation, which may be damaging to our businesses. Legal
proceedings or governmental investigations may adversely affect our financial results and reputation. A major public health
crisis, pandemic or epidemic, like the COVID- 19 pandemic, could disrupt the U. S. and global economy and industries in
which we operate and negatively impact us. A major public health crisis , pandemic or epidemic could impact the U. S. and
global economy. Disruptions to commercial activity (such as the imposition of quarantines or travel restrictions) or, more
generally, a failure to contain or effectively manage a public health crisis, has, and may in the future, adversely impact our

buslness and opelatlons Wh&e—restﬂeﬁeﬁs—Pubhc health crlses, pandemlcs and epldemlcs have been—h-fteﬁ—g—leba-l—ly,—and—t-he

contrlbuted and aﬁy—futttfe—pub-l-te—hea-l-t-h—eﬂsts—could contrlbute fo adverse 1mpacts on global commerc1al acthlty and the
inability of our borrowers’ tenants to pay rent on their leases, or our borrowers’ inability to re- lease space that becomes vacant,
which may adversely impact the ability of certain of our borrowers to meet loan covenants or to make payments on their loans
on a timely basis or at all. Such volatility may also adversely affect our liquidity position as well as the ability of our borrowers
to meet their obligations to us, all of which could disrupt our business and adversely materially impact our financial results. ¥We



The impact and effects of any future health crises, pandemics or epidemics will depend on various factors, including how
rapidly variants develop, availability, acceptance and effectiveness of vaccines along with related travel advisories,
quarantines and restrictions, the recovery time of potentially disrupted supply chains and industries, the impact of labor
market interruptions, and the impact of government interventions. Health crises, pandemics or epidemics, and resulting
impacts on the financial, economic and capital markets environment, and future developments in these and other are
areas subjeet-present uncertainty and risk with respect to our performance, results of operations and ability to pay
distributions. Increasing scrutiny from stakeholders and regulators with respect to ESG matters may impose additional

costs and expose us to additional risks fela-ted-te—eefpef&te—seetal—re&peﬂs—rbﬁ-rw- Our busmess aus increasing pubhc suulmv

related to env 11onmentdl soual and governance (¢ ES(; ") aeln ities

companies on ESG topics, dlld the results of these assessments are widely pubheued If our ESG ratlngs or performance do
not meet the standards set by such investors or our stockholders, they may choose to exclude our securities from their
investments. In addition, investment in funds that specialize in companies that perform well in such assessments remain are

tereastghy-popular, and major institutional investors have publicly emphasized-discussed the-their impeortanee-consideration

of such ESG ratings and measures te-in making their investment decisions. We risk damage to our brand and reputation if we
er-affthates-ofour-Manager-fail to act responsibly in a number of areas, including, but not limited to éiverstty;equity-and
telaston;-human rights, climate change and environmental stewardship, support for local communities, corporate governance
and transparency, or eensidering— consideration of ESG factors in our investment processes. Adverse incidents with respect to
ESG activities could impact the value of our brand, the cost of our operations and relationships with investors, all of which
could adversely affect our business and 1e\ults of ()puallons “ Anti- ESG ” Hewever,—regieﬂal-aﬂd-rmfesterspeetﬁe—xummem
has gained momentum across may- vhat-eo ; positt eati porate-praeti

the is-U. S., with a growing number of states, federal agenc1es, the executlve branch and Congress having enacted
proposed or indicated an intent to pursue “ inereasing-number-ofstate—tevetanti- ESG ” policies, legislation or issued
related legal opinions and engaged in related investigations and litigation. If investors subject to “ anti- ESG ” legislation
view our Manager’ s responsible investing or ESG practices as being in contradiction of such “ anti- ESG ” policies,
legislation or legal opinions, such investors may not invest in us and it could negatively impact the price of our common
stock. In addition, corporate diversity, equity and inclusion (“ DEI ”) practices have recently come under increasing
scrutiny. For example, some advocacy groups and federal and state officials have asserted that the U. S. Supreme Court’
s decision striking down race- based affirmative action in higher education in June 2023 should be analogized to private
employment matters and private contract matters and several media campaigns and cases alleging discrimination based
on such arguments have been initiated since the decision. Additionally, in January 2025, President Trump signed a
number of Executive Orders focused on DEI, which indicate continued scrutiny of DEI initiatives trthe-United-States-that
may-eonthet-and potential related investigations of certain private entities with etherregulatoryrequirements-or-various
stakeholders™respect to DEI initiatives, including publicly traded companies. If we do not successfully manage
expectations —Fhere-isno-guarantee-that-across varied stakeholder interests, it could erode stakeholder trust, impact our
eorporate-soetal-responsibiity-reputation and constrain our investment opportunities. Such scrutiny of both ESG and DEI
related practices wnH—&nrfefnﬂy—ﬁt-evefy—rrwesteﬁ—deﬁmﬁeﬂ—could expose our Manager to the risk of bestpraetiees
litigation, investigations for-—- or grap vestor-types-challenges by federal or state
authorities or result in reputational harm Thue is also a—grewrﬁg—leeulat(nv interest across jurisdictions in improving
transparency regarding the definition, measurement and disclosure of ESG factors in order to allow investors to validate and
better understand sustainability claims. Hradditton-For example , #+2624+-the SEC sometimes reviews compliance with
established-anenforeement-taskforee-to-dookinto-ESG commitments in examinations praetiees-and-diselosturesbypublie
eompantes-and-mvestment-managers-and has taken started-te-bring-cnforcement actions based-orr-against registered
investment advisers for not establishing adequate or consistently implementing ESG diselosuresnotmatehing-aetuat
vestment-proeesses-policies and procedures to meet ESG commitments to mvestors ln ae}d-rtreﬁ-March 2024 the SEC
adopted rules aimed at enhancing and standardizing climate has-s

for-mandatory-diselosure-ofeertain ESG-- related ﬂ‘t&ttefs-dlsclosure5° h0wever tﬂe-l&d-'mg—w'rt-lrrespeet—te-eefpefafe-aﬂd—ftﬂ&d

here-these rules are stayed pending is

: ; - the Weuld—beeeme—effeeﬁve—&ﬁat—a-l-lﬁ-outcome of consolidated
legal challenges in the Elghth C1rcu1t Court of Appeals Compliance with any new laws or regulations increases our
regulatory burden and could result in increased legal, accounting and compliance costs, make eemplianee-some activities
more difficult , time- consuming and expenstve-costly , affect the manner in which we conduct our business and adversely
affect our profitability.




