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FORWARD-LOOKING STATEMENTS

Some of the statements contained in this annual report constitute forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995 and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and we intend such statements to be covered
by the safe harbor provisions contained therein. The information contained in this section should be read in conjunction with our consolidated financial
statements and notes thereto appearing elsewhere in this annual report on Form 10-K. In addition, some of the statements in this annual report (including in the
following discussion) constitute forward-looking statements, which relate to future events or the future performance or financial condition of Ares Commercial
Real Estate Corporation (“ACRE” and, together with its consolidated subsidiaries, the “Company,” “we,” “us” and “our”). The forward-looking statements
contained in this report involve a number of risks and uncertainties, including:

• global economic trends and economic conditions, including high inflation, slower growth, changes to fiscal and monetary policy, higher interest
rates and currency fluctuations, as well as geopolitical instability, including conflicts between Russia and Ukraine and in the Middle East;

• changes in interest rates and credit spreads;

• management’s estimate of current expected credit losses (“CECL”) and current expected credit loss reserve (“CECL Reserve” or “CECL
Reserves”);

• our ability to obtain, maintain, repay or refinance financing arrangements, including securitizations;

• market conditions and our ability to access alternative debt markets and additional debt and equity capital;

• the amount of commercial mortgage loans requiring refinancing;

• the demand for commercial real estate loans;

• our expected investment capacity and available capital;

• financing and advance rates for our target investments;

• our expected leverage;

• rates of default or decreased recovery rates on our target investments;

• our business and investment strategy;

• our projected operating results;

• the return or impact of current and future investments;

• the collectability and timing of cash flows, if any, from our investments;

• estimates relating to our ability to make distributions to our stockholders in the future;

• defaults by borrowers in paying amounts due on outstanding indebtedness and our ability to collect all amounts due according to the contractual
terms of our investments;

• rates of prepayments on our mortgage loans and the effect on our business of such prepayments;

• the degree to which our hedging strategies may or may not protect us from interest rate volatility;

• availability of investment opportunities in mortgage-related and real estate-related investments and securities;

• security incidents or cyber-attacks that could adversely affect our business or the business of our borrowers;

• the ability of Ares Commercial Real Estate Management LLC (“ACREM” or our “Manager”) to locate suitable investments for us, monitor,
service and administer our investments and execute our investment strategy;
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• allocation of investment opportunities to us by our Manager;

• the effect of requests for information or regulatory proceedings or investigations against us, our Manager or its affiliates, and the costs and
expenses in connection therewith;

• our ability to successfully identify, complete and integrate any acquisitions;

• our ability to maintain our qualification as a real estate investment trust (“REIT”) for United States federal income tax purposes;

• our ability to maintain our exemption from registration under the Investment Company Act of 1940 (the “1940 Act”);

• our understanding of our competition;

• general volatility of the securities markets in which we may invest;

• adverse changes in the real estate, real estate capital and credit markets and the impact of a protracted decline in the liquidity of credit markets
on our business;

• changes in governmental regulations, tax law and rates, and similar matters (including interpretation thereof);

• authoritative or policy changes from standard-setting bodies such as the Financial Accounting Standards Board, the Securities and Exchange
Commission (the “SEC”), the Internal Revenue Service, the stock exchange where we list our common stock, and other authorities that we are
subject to, as well as their counterparts in any foreign jurisdictions where we might do business;

• actions and initiatives of the United States government or governments outside of the United States, and changes to United States government
policies; and

• market trends in our industry, real estate values or the debt securities markets.

We use words such as “anticipates,” “believes,” “expects,” “intends,” “project,” “estimates,” “will,” “should,” “could,” “would,” “may” and similar
expressions to identify forward-looking statements, although not all forward-looking statements include these words. Our actual results and financial condition
could differ materially from those implied or expressed in the forward-looking statements for any reason, including the risks, uncertainties and other factors
set forth in Part I, Item 1A, “Risk Factors” and the other information included in this annual report.

We have based the forward-looking statements included in this annual report on information available to us on the date of this annual report, and we
assume no obligation to update any such forward-looking statements. Although we undertake no obligation to revise or update any forward-looking
statements, whether as a result of new information, future events or otherwise, you are advised to consult any additional disclosures that we may make
directly to you or through reports that we have filed or in the future may file with the SEC, including annual reports on Form 10-K, registration statements on
Form S-3, quarterly reports on Form 10-Q and current reports on Form 8-K.
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PART I

Item 1. Business

The following description of the business of Ares Commercial Real Estate Corporation (“ACRE”) should be read in conjunction with the information
included elsewhere in this annual report on Form 10-K for the year ended December 31, 2024. We refer to ACRE together with our consolidated subsidiaries as
“we,” “us,” “Company,” or “our,” unless we specifically state otherwise or the context indicates otherwise. We refer to our manager, Ares Commercial Real Estate
Management LLC, as our “Manager” or “ACREM,” and the parent company of our Manager, Ares Management Corporation, together with its consolidated
subsidiaries, as “Ares Management.”

GENERAL

We are a specialty finance company primarily engaged in directly originating and investing in commercial real estate (“CRE”) loans and related
investments. We are externally managed by Ares Commercial Real Estate Management LLC (“ACREM” or our “Manager”), a subsidiary of Ares Management
Corporation (NYSE: ARES) (“Ares Management”), a publicly traded, leading global alternative asset manager, pursuant to the terms of the Amended and
Restated Management Agreement dated July 26, 2022, between us and our Manager (the “Management Agreement”). From the commencement of our
operations in late 2011, we have been primarily focused on directly originating and managing a diversified portfolio of CRE debt-related investments for our own
account.

We are a Maryland corporation and completed our initial public offering (the “IPO”) in May 2012. We have elected and qualified to be taxed as a real
estate investment trust (“REIT”) for United States federal income tax purposes under the Internal Revenue Code of 1986, as amended (the “Code”),
commencing with our taxable year ended December 31, 2012. We generally will not be subject to United States federal income taxes on our REIT taxable
income, as long as we annually distribute to stockholders an amount at least equal to our REIT taxable income prior to the deduction for dividends paid and
comply with various other requirements as a REIT. We also operate our business in a manner that is intended to permit us to maintain our exemption from
registration under the Investment Company Act of 1940, as amended (the “1940 Act”).

    
Our Investment Strategy

We target borrowers whose capital needs are not being suitably met by traditional bank or capital markets sources by offering these borrowers
customized financing solutions. We implement a strategy focused on direct origination combined with experienced portfolio management. Targeted borrowers
are generally pursuing value improving business plans on commercial real estate which we believe often face challenges in raising capital to meet their
financing needs through traditional bank and capital markets sources. As a result, we continue to find increasing demand from borrowers and sponsors for
customized solutions in this segment of the market. We act as a single “one stop” source of financing for our customers through our customized financing
solutions. We generally hold our loans for investment and earn interest and interest-related income.

Direct Origination

We generally source new investments through our Manager’s national direct origination platform consisting of four offices across the United States as of
December 31, 2024.

Investment Strategy

In pursuing investment opportunities with attractive risk-reward profiles, our Manager incorporates our views of the current and future economic
environment, our outlook for real estate in general and particular asset classes and our assessment of the risk-reward profile derived from our underwriting. Our
Manager’s underwriting standards center on the creditworthiness and valuation of the asset collateralizing the loan as well as the strength of the borrower and
the underlying sponsor of a given asset, with particular focus on an asset’s business plan, competitive positioning within the market, existing capital structure
and potential exit opportunities. All investment decisions are made to seek to ensure that we maintain our qualification as a REIT and our exemption from
registration under the 1940 Act.

In addition, as part of our investment strategy, we may from time to time engage in discussions with counterparties with respect to various potential
strategic transactions, including potential investments in, and acquisitions of, other real estate or finance companies or asset portfolios. In connection with
evaluating potential strategic transactions and assets, we may incur significant expenses for the evaluation and due diligence investigation and negotiation of
any potential transaction.
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Our investment strategy may be amended from time to time without the approval of our stockholders, if recommended by our Manager and approved by
our board of directors. We expect to disclose any material changes to our investment strategy in the periodic quarterly and annual reports that we file with the
SEC.

Our Target Assets
    
Our target investments primarily include senior mortgage loans, subordinated debt, mezzanine loans, preferred equity and other CRE investment

opportunities, including commercial mortgage-backed securities.

Investment Portfolio

For information about our investment portfolio, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Investment Portfolio” and Note 3 to our consolidated financial statements included in this annual report on Form 10-K.

Targeted Investments

• Senior Mortgage Loans: These mortgage loans are typically secured by first liens on commercial properties, including the following property types:
office, multifamily, self storage, retail, hotel, healthcare, student housing, industrial, mixed-use, residential and residential condominium. Our senior
mortgage loans may include construction loans. In some cases, first lien mortgages may be divided into an A-Note, a B-Note and a C-Note. The A-Note
is typically a privately negotiated loan that is secured by a first mortgage on a commercial property or group of related properties that is senior to a B-
Note and a C-Note secured by the same first mortgage property or group.

• Subordinated Debt: These loans may include structurally subordinated first mortgage loans and junior participations in first mortgage loans or
participations in these types of assets. As noted above, a B-Note and a C-Note are typically privately negotiated loans that are secured by a first
mortgage on a commercial property or group of related properties and are subordinated to an A-Note, and in the case of a C-Note, to a B-Note, each
secured by the same first mortgage property or group. The subordination of a B-Note, C-Note or junior participation typically is evidenced by
participations or intercreditor agreements with other holders of interests in the note. B-Notes and C-Notes are subject to more credit risk with respect to
the underlying mortgage collateral than the corresponding A-Note.

• Mezzanine Loans: Like B‑Notes and C-Notes, these loans are also subordinated CRE loans, but are usually secured by a pledge of the borrower’s
equity ownership in the entity that owns the property or by a second lien mortgage on the property. In a liquidation, these loans are generally junior to
any mortgage liens on the underlying property, but senior to any preferred equity or common equity interests in the entity that owns the property.
Investor rights are usually governed by intercreditor agreements.

• Preferred Equity: Real estate preferred equity investments are subordinate to first mortgage loans and are not collateralized by the property underlying
the investment. As a holder of preferred equity, we seek to enhance our position with covenants that limit the activities of the entity in which we have 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.

• Other CRE Investments: To a lesser extent, we may invest in other loans and securities, subject to maintaining our qualification as a REIT, including but
not limited to commercial mortgage-backed securities, loans to real estate or hospitality companies, debtor-in-possession loans and selected other
income producing equity investments, such as triple net lease equity.

Ares Commercial Real Estate Management LLC and Ares Management Corporation

We are externally managed by our Manager, a subsidiary of Ares Management, pursuant to the terms of the Management Agreement. As of December
31, 2024, Ares Management had over 3,200 employees located in over 40 offices in more than 15 countries. Since its inception in 1997, Ares Management has
adhered to a disciplined investment philosophy that focuses on delivering strong risk-adjusted investment returns throughout market cycles. Ares Management
believes each of its distinct but complementary investment groups in Credit, Private Equity, Real Assets and Secondaries is a market leader based on
investment performance. Ares Management was built upon the fundamental principle that each group benefits from being part of the greater whole. Ares
Management has advised us that it believes that its people and culture are the most critical strategic drivers of its success as a firm. Ares Management has also
advised us that it believes creating a welcoming and
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inclusive work environment with opportunities for growth and development is essential to attracting and retaining a high-performance team, which is in turn
necessary to drive differentiated outcomes. Ares Management believes that the unique culture, which centers upon values of collaboration, responsibility,
entrepreneurialism, self-awareness and trustworthiness, makes it a preferred place for top talent at all levels to build a long-term career within the alternative
asset management industry. Ares Management emphasizes its human capital efforts, including (i) talent management, (ii) diversity, equity and inclusion, (iii)
employee health and wellness, (iv) flexibility and (v) philanthropy.

We do not currently have any employees and rely on our Manager to provide us with investment advisory services. These services are provided by
individuals who are employees of our Manager or one of its affiliates and each of our officers is an employee of our Manager or one of its affiliates. Our executive
officers also serve as officers of our Manager and certain of its affiliates. Our Manager is responsible for administering our business activities and day-to-day
operations and providing us our executive management team, principal investment team and appropriate support personnel. Pursuant to the Management
Agreement, our Manager is entitled to receive a base management fee, an incentive fee and expense reimbursements. In addition, under certain circumstances,
our Manager will be entitled to receive a termination fee if the Management Agreement is terminated. Our Manager, including our officers and employees of our
Manager and its affiliates, may also receive grants of equity-based awards pursuant to the Ares Commercial Real Estate Corporation Amended and Restated
Equity Incentive Plan, as amended (the “Amended and Restated 2012 Equity Incentive Plan”). For more information on the terms of the Management
Agreement, see Note 14 to our consolidated financial statements included in this annual report on Form 10-K.

OUR FINANCING STRATEGY

We intend to use prudent amounts of leverage to fund the origination or acquisition of our target investments. Subject to maintaining our qualification as
a REIT and our exemption from registration under the 1940 Act, we expect that our primary sources of financing will be, to the extent available to us, through
(a) credit, secured funding and other lending facilities, (b) securitizations, (c) other sources of private financing, including warehouse and repurchase facilities,
and (d) public or private offerings of our equity or debt securities. In the future, we may utilize other sources of financing to the extent available to us.

Given current market conditions and our focus on first and senior mortgages, we currently generally expect that such leverage would not exceed, on a
debt-to-equity basis, a 4.5-to-1 ratio. Our charter and bylaws do not restrict the amount of leverage that we may use. The amount of leverage we will deploy for
particular investments in our target investments will depend upon our Manager’s assessment of a variety of factors, which may include, among others, our
liquidity position, the anticipated liquidity and price volatility of the assets in our investment portfolio, the potential for losses and extension risk in our portfolio,
the gap between the duration of our assets and liabilities, including hedges, the availability and cost of financing the assets, our opinion of the creditworthiness of
our financing counterparties, the impact of the macroeconomic environment on the United States economy generally or in specific geographic regions and
commercial mortgage markets, our outlook for the level and volatility of interest rates, the slope of the yield curve, the credit quality of our assets, the collateral
underlying our assets, and our outlook for asset spreads relative to the Secured Overnight Financing Rate (“SOFR”) curve or another alternative interest index
rate commonly used for floating rate loans.

Financing Agreements

We borrow funds, as applicable in a given period, under the Wells Fargo Facility, the Citibank Facility, the CNB Facility and the Morgan Stanley Facility
(as individually defined in Note 6 to the consolidated financial statements included in this annual report on Form 10-K, and collectively, the “Secured Funding
Agreements”) and the Secured Term Loan (as defined below). We refer to the Secured Funding Agreements and the Secured Term Loan as the “Financing
Agreements.” While the borrowers under the Financing Agreements generally are our consolidated subsidiaries, the majority of such debt agreements are
guaranteed by us in whole or in part. Generally, we seek to partially offset interest rate risk by matching the interest index of loans held for investment with the
interest index of the Secured Funding Agreements used to fund them.

As of December 31, 2024, we had $130.0 million outstanding under our $130.0 million Credit and Guaranty Agreement with the lenders referred to
therein and Cortland Capital Market Services LLC, as administrative agent and collateral agent for the lenders (the “Secured Term Loan”). As of December 31,
2024, our outstanding balance under the Financing Agreements was $718.5 million.

See Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources—Summary of
Financing Agreements” included in this annual report on Form 10-K for a further discussion of our borrowings as of December 31, 2024.
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Securitizations

In addition to Financing Agreements, we may also, to the extent available, securitize the senior portion of some of our loans, while retaining the
subordinate securities in our investment portfolio. The securitized portion of senior loans is reflected as securitization debt in our consolidated balance sheets.
As of December 31, 2024, the outstanding balance of our CLO Securitizations (as defined below) was $456.0 million. 

TAXATION

We have elected and qualified to be taxed as a REIT for United States federal income tax purposes under the Code, commencing with our taxable year
ended December 31, 2012. We generally will not be subject to United States federal income taxes on our REIT taxable income if we annually distribute all of our
REIT taxable income to stockholders and comply with various other requirements as a REIT.

We formed a wholly-owned subsidiary, ACRC Lender W TRS LLC (“ACRC W TRS”), in December 2013 to issue and hold certain loans intended for
sale. We formed another wholly-owned subsidiary, ACRC 2017-FL3 TRS LLC (“FL3 TRS”), in March 2017 in order to hold a portion of the non-investment grade
notes and the preferred equity of ACRE Commercial Mortgage 2017-FL3 Ltd. (the “FL3 CLO Securitization”) and ACRE Commercial Mortgage 2021-FL4 Ltd.
(the “FL4 CLO Securitization” and together with the FL3 CLO Securitization, the “CLO Securitizations”), including the portion that generates excess inclusion
income. Additionally, we also formed a wholly-owned subsidiary, ACRC WM Tenant LLC (“ACRC WM”), in March 2019 in order to lease from an affiliate the
hotel property classified as real estate owned, which was acquired on March 8, 2019, and subsequently sold on March 1, 2022. ACRC W TRS, FL3 TRS and
ACRC WM filed elections seeking to be taxed as corporations and also filed elections, along with us, to be treated as taxable REIT subsidiaries (“TRS”). A TRS
is an entity taxed as a corporation that has not elected to be taxed as a REIT, in which a REIT directly or indirectly holds equity, and that has made a joint
election with such REIT to be treated as a TRS. A TRS generally may engage in any business, including investing in assets and engaging in activities that could
not be held or conducted directly by us without jeopardizing our qualification as a REIT. A TRS is subject to applicable United States federal, state, and local
income tax on its taxable income. In addition, as a REIT, we may also be subject to a 100% excise tax on certain transactions between us and our TRSs that are
not conducted on an arm’s-length basis. For additional information concerning risks related to our TRSs, see “Risk Factors—Risks Related to United States
Federal Income Tax.”

COMPETITION

Our net income depends, in part, on our ability to originate or acquire assets at favorable spreads over our borrowing costs. We operate in a competitive
market for the origination and acquisition of attractive investment opportunities. We compete with other public or private REITs, specialty finance companies,
savings and loan associations, banks, mortgage bankers, insurance companies, mutual funds, institutional investors, investment banking firms, financial
institutions, governmental bodies, fund managers and other entities. In addition, there are numerous REITs with similar asset origination and acquisition
objectives and others may be organized in the future. These other REITs may increase competition for the available supply of mortgage assets suitable for
purchase and origination. Many of our 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 registration under 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 loans and investments and offer more attractive pricing or other terms than we would. Furthermore, competition for originations of,
and investments in, assets we target may lead to decreasing yields, which may further limit our ability to generate targeted returns.

In the face of this competition, we have access to our Manager’s and Ares Management’s professionals and their collective industry expertise, which we
believe provides us with a competitive advantage and helps us assess investment risks and determine appropriate pricing for certain potential investments.
These relationships enable us to compete more effectively for attractive investment opportunities. However, we may not be able to achieve our business goals or
expectations due to the competitive risks that we face. For additional information concerning these competitive risks, see “Risk Factors—Risks Related to Our
Investments—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” included in this annual report on Form 10-K.
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AVAILABLE INFORMATION

We file with or furnish to the SEC annual, quarterly and current periodic reports, proxy statements and other information meeting the informational
requirements of the Exchange Act. This information is available free of charge on our website at www.arescre.com as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the SEC. The information on our website is not deemed incorporated by reference in this annual report on
Form 10-K. The SEC also maintains an internet site that contains reports, proxy and information statements, and other information regarding issuers that file
electronically with the SEC and the address of that site is www.sec.gov.
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Item 1A.    Risk Factors

SUMMARY OF RISK FACTORS

The following is a summary of the principal risks that you should carefully consider before investing in our securities:

• A global economic slowdown or 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
Reserve and could have an adverse effect on our financial results;

• Changes in interest rates and credit spreads 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 personnel of our Manager for our future success and upon their access to other Ares investment professionals;

• There are significant potential conflicts of interest that could impact our investment returns;

• We operate in a competitive 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 investments are subject to risks particular to real property;

• 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;

• The lack of liquidity in our investments may adversely affect our business;

• We allocate our available capital without input from our stockholders;

• We are subject to various risks related to the ownership of real 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 shareholders, and otherwise adversely affect our
operations and the market price of our common stock; and

• Complying with REIT requirements may cause us to forgo otherwise attractive investment opportunities or borrow funds during unfavorable market
conditions.
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RISK FACTORS

You should 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 or 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 congressional elections), the war between Russia and Ukraine, the conflicts in the Middle East, as well as other global events have created
macroeconomic uncertainty at a global level. The current macroeconomic environment is characterized by inflation, labor shortages or interruptions, changing
interest rates, foreign currency exchange volatility and volatility in global capital markets. Market and economic disruptions have affected, and may in the future
affect, consumer confidence levels and spending, 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 since such periods are
accompanied by declining real estate values, our business 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 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 traveling, including
demand for hotels, may be negatively impacted by the adverse changes in the perceived or actual economic climate. Further, with increased employer flexibility
and work-from-home arrangements, 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, has had and may continue to have an adverse effect on the
composition 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 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 losses on our loans 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 adversely 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 “5” 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 in our financing agreements require us to pay margin calls following the occurrence of certain mortgage loan credit events. We may not have
the funds available to satisfy such margin calls or repay our debt when due, and may be unable to 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—
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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 become less liquid 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 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 the CECL Reserve in our
consolidated balance sheets. Our loans held for investment are carried at cost, net of unamortized purchase discounts, deferred loan fees and origination costs
and cost-recovery proceeds, however, we are also required to estimate expected credit losses on such loans using a range of historical experience adjusted for
current and future conditions. Management’s current estimate of expected credit losses decreased from $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” and “5” loans in the portfolio as a result of the impact of the current macroeconomic environment, including high inflation and interest rates, and
more particularly, volatility and reduced liquidity in the office sector and other loan-specific factors during the year ended December 31, 2024. As of December
31, 2024, approximately 65% of our CECL Reserve is related to loans collateralized by office space, while 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,
liquidity or otherwise, we may need to 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 specifically identifiable reserve is warranted for a select asset. If
macroeconomic conditions worsen, we may need to increase our CECL Reserve, which would impact our financial results.

We estimate 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 during the year ended December 31, 2024, we utilized macroeconomic forecasts and inputs that reflected a blend of a stable
and a weaker economic
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outlook in the near term given ongoing macroeconomic conditions. However, the actual financial impact on us 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.

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 the Federal Reserve decreased the federal funds rate multiple times in 2024, the rate continues to be
elevated and there can be no assurance that the rates will continue to decrease or that it will not be increased in 2025 or beyond. While lower market rates and
increased capital markets liquidity supports commercial real estate property transactions and values, regulated lending institutions are adjusting their 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 many real estate property types. Changes in the federal funds rate as well as the other policies of the Federal Reserve
affect interest rates, which have a significant impact on our financial condition.

Even though we benefited from higher interest rates in 2024 with 96.5% of our loans held for investment portfolio consisting of floating rate loans as of
December 31, 2024, the additional debt service payments due from our borrowers as a result of higher interest rates strains the operating cash flows of the real
estate assets underlying our mortgages and 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 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 increase and neither we, nor our borrowers, are able to mitigate negative
effects, we could experience further decreases in net income or incur a net loss, adversely affecting our liquidity and results of operations. Conversely, if interest
rates on our loan investments 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 significant decrease in our results of operations, cash flows and the
market value of our investments” below.

Our board of directors may change our investment strategy or guidelines, financing strategy 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.

We are highly dependent on the 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 problems in our business, which could have a material adverse effect on our operating results and negatively affect the
market price of our common stock and our ability to pay dividends to our stockholders.

Ares Management’s information systems and technology may not continue to be able to accommodate the growth of our business, 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.
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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.

Finally, there continues to be significant evolution and 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.

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 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 impact the business, financial condition and operating results of us 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 unauthorized access to our
information systems or those of our borrowers for purposes of misappropriating assets, stealing confidential 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 other 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
information that our Manager collects, processes and stores in its data centers and on its networks or those of its third-party service providers. Many
jurisdictions have also enacted laws requiring companies to 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 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 other
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 potential security incidents and cyber-
attacks, but these measures do not guarantee that a security incident or cyber-attack will not occur or that our financial results or operations will not be
negatively impacted by such an incident.
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In addition, Ares Management is dependent on third-party vendors for hosting hardware, software and data processing systems that they do not control.
While we rely on the cybersecurity strategy and policies implemented by Ares Management, which includes the performance of risk assessments on third-party
providers, our reliance on them and their potential reliance on third-party providers removes certain cybersecurity functions from outside their immediate control,
and cyber-attacks on us, our Manager, Ares Management or on third-party service providers could adversely affect us, our business and our reputation. We
cannot guarantee that Ares Management’s networks and its partners’ networks have not been compromised or that they do not contain exploitable defects or
bugs that could result in a breach of or disruption to Ares Management’s information technology systems or the third-party information technology systems that
support services. Ares Management’s ability to monitor these third parties’ information security practices is limited, and they may not have adequate information
security measures in place.

Even the most well-protected information, networks, systems and facilities remain potentially vulnerable because the techniques 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 attention diverts
time and other resources from other activities and there is no assurance that our efforts will be effective.

In addition, cybersecurity has become a top priority for regulators around the world. State and federal laws and regulations related to cybersecurity
compliance continue to evolve and change, which may require substantial investments in new technology, software and personnel, which could affect our
profitability. Recently, the SEC adopted rules requiring public companies to disclose material cybersecurity incidents on Form 8-K and periodic disclosure of a
registrant’s cybersecurity risk management, strategy, and governance in annual reports.

With the SEC particularly focused on cybersecurity, we expect increased scrutiny of our, our Manager’s and Ares Management’s policies and systems
designed to manage cybersecurity risks and 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 jurisdictions in which we operate have laws and regulations relating to data privacy, cybersecurity and
protection of personal information, including, the California Consumer Privacy Act and the New York SHIELD Act. The SEC has also indicated that one of its
examination priorities for the Office of Compliance Inspections and Examinations is to continue to examine cybersecurity procedures and controls, including
testing the implementation of these procedures and controls. If we fail to comply with the relevant laws and regulations, we could suffer financial loss, a
disruption of our business, liability to investors, regulatory intervention or reputational damage.

State licensing requirements causes us to incur expenses and our failure to comply with such requirements 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.

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 investments, each of which could lead to a significant decrease in our results of operations, cash flows
and the market value of our investments.
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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 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 result in operating losses for us. Higher interest rates 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 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 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 also negatively affect demand for
loans and result in higher borrower default rates.

To the extent that our financing costs are determined by reference to floating rates, such as SOFR or a Treasury index, plus a margin, the amount of
such costs 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 market value of such investments could decrease. 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 does not change but the market value of such debt
generally increases. In 2024, the Federal Reserve started to reduce the federal funds rate. If interest rates on our loan investments decrease consistent with
decreases in the federal funds rate, we will receive less income from such loans, which could decrease our net income and materially impact our business.

Our operating results depend, in part, on differences between the income earned on our investments, net of credit losses, and our financing costs. The
yields 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.

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 increases the likelihood that certain holdings will be refinanced at lower rates that would negatively impact our earnings.

We incur significant debt, which subjects us to increased risk of loss and reduces cash available for distributions to our stockholders.

We borrow funds under the Financing Agreements and the CLO Securitizations. As of December 31, 2024, we had approximately $718.5 million of
outstanding borrowings under the Financing Agreements and $456.0 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 depending on our available capital, our
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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 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 increases our vulnerability to adverse economic and industry conditions with no assurance that investment yields will increase with higher
financing costs;

• we are 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 Financing 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 lending facilities 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 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 resulted in an increase in realized losses and non-accrual loans, which 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
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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 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. The Financing Agreements and any future
financing arrangements 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 do on favorable terms or at all. Posting additional collateral would reduce our liquidity and limit our ability to
leverage our 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 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
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worsen in the future. See “Risk Factors—Risks Related to Our Business—A global economic slowdown or further declines in real estate values could impair our
investments and harm our operations.”

We need 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 increase our funding costs, limit our access to the capital markets 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 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
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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 enter into hedging transactions from time to time and such transactions expose us to contingent liabilities.

Subject to maintaining our qualification as a REIT, part of our investment strategy 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.
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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 maintain a position until exercise or expiration, which could result in significant losses.

We are currently exempt from being regulated as a commodity pool operator in part because we comply with certain restrictions 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 allocate our available capital without input from our stockholders.

Stockholders are not able to participate in decisions regarding the manner in which our available capital is invested or the economic merit of our
investments. As a result, we may use our available capital to make investments with which stockholders may not agree. Additionally, our investments are
selected by our Manager and our stockholders do not have input into such investment decisions. Both of these factors increase the uncertainty, and thus the
risk, of investing in our securities.
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The failure of our Manager to apply 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 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 uncover 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 materially and adversely impacts our business and our ability to
make distributions to our stockholders.

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

The illiquidity of our target investments makes it difficult for us to sell such investments if 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 are not 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, many of our investments are 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 have become less liquid as a result of 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 relatively limited, which has
adversely 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, our portfolio totaled 36 and 46 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 fluctuates over time. A consequence of this limited number of investments is that the aggregate returns we realize are 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. 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 guidelines for diversification, and our investments could be concentrated in relatively few loans
and/or relatively few property types. As of December 31, 2024, approximately 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. If our portfolio of investments is
concentrated in 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.
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Our 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 disturbances or acts of war or terrorism;

• 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 policies and zoning ordinances and the related costs of
compliance with laws and regulations, fiscal policies and ordinances;

• costs of remediation and liabilities associated with environmental conditions such 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
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 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 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, the borrower’s ability to repay the loan is 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, and/or specific industry segments, including the credit and securitization markets;
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• 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 default under a mortgage loan held by us, we 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 has had a material adverse effect on our cash flow from operations and limits
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 ownership of real property.

Real property that we currently own or that we may own in the future subjects us to risks particular to CRE property. We currently own a mixed-use
property located in Florida and an office property located in North Carolina. We acquired legal title to these properties through a consensual foreclosure and a
deed in lieu of foreclosure, respectively, with respect to the loans secured by such properties. In the past, we have owned similar properties under similar
circumstances. We do not manage real estate 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. 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 own or may own in the future may elect 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, or expenses we 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.
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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 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. In 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 REITs, 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
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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 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.
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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 a result, 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.
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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, 2024, we had two CRE debt security investments 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
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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.
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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 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 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
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property types that are subject to higher risk of foreclosure, such as currently the office sector, or secured 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 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;
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• 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 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 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, we had 54,542,178 and 54,149,225 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 additional shares in public offerings or private placements to make new investments or for other purposes. If we
conduct other registered underwritten offerings or private placements of our common stock, 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
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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 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.

In 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.
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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;
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• 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(c)(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%
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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(c)(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(c)(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(c)(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(c)(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 REITs, 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
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have acquired or may have to 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
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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, 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.
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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
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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 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

40



Table of Contents

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.

Terminating 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 (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, $0.3 million and $3.4 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.
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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 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 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.
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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

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
satisfy 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.
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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
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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.
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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. In 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, (c) 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
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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
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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 REITs 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
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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, the Inflation Reduction Act of 2022, or the IRA, was signed into law. The IRA includes numerous tax provisions 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 (c) 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, regulatory capital requirements imposed on our private lenders are currently subject to change as a result of the 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 fully known until after the rules are
implemented by the United States federal bank regulatory agencies. However, their implementation may negatively impact our access to financing, affect the
terms of our future financing arrangements and negatively impact the mortgage lending industry 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.
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If we fail to comply with laws, regulations and market standards regarding the privacy, use and security of 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 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 borrowers’ information, which could materially adversely affect us.

Further, significant actual or potential theft, loss, corruption, exposure, fraudulent use or misuse of investor, employee or other personal information,
proprietary business data or other sensitive information, whether by third parties or as a result of employee malfeasance or otherwise, non-compliance with legal
obligations regarding such data or intellectual property or a violation of Ares’ privacy and security policies with respect to such data could result in significant
investigation, remediation and other costs, fines, penalties, litigation or regulatory actions against us and significant reputational harm, any of which could harm
our business and results of operations.

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, from time to time, 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 business and operations. Public health crises, pandemics and epidemics have contributed, and could contribute, to adverse impacts on
global commercial activity 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
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ability of our borrowers to meet their obligations to us, all of which could disrupt our business and adversely materially impact our financial results.

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 areas 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.

Our business faces increasing public scrutiny related to environmental, social and governance (“ESG”) activities. A variety of organizations measure the
performance of companies on ESG topics, and the results of these assessments are widely publicized. If our ESG ratings 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 popular, and major institutional investors have publicly discussed their consideration of
such ESG ratings and measures in making their investment decisions.

We risk damage to our brand and reputation if we fail to act responsibly in a number of areas, including, but not limited to human rights, climate change
and environmental stewardship, support for local communities, corporate governance and transparency, or 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 results of operations.

“Anti-ESG” sentiment has gained momentum across the U.S., with a growing number of states, federal agencies, the executive branch and Congress
having enacted, proposed or indicated an intent to pursue “anti-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 and potential related investigations of certain private entities with respect to DEI initiatives, including publicly traded
companies. If we do not successfully manage expectations across varied stakeholder interests, it could erode stakeholder trust, impact our reputation and
constrain our investment opportunities. Such scrutiny of both ESG and DEI related practices could expose our Manager to the risk of litigation, investigations or
challenges by federal or state authorities or result in reputational harm.

There is also regulatory 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. For example, the SEC sometimes reviews compliance with ESG commitments in
examinations and has taken enforcement actions against registered investment advisers for not establishing adequate or consistently implementing ESG
policies and procedures to meet ESG commitments to investors.

In March 2024, the SEC adopted rules aimed at enhancing and standardizing climate-related disclosures; however, these rules are stayed pending the
outcome of consolidated legal challenges in the Eighth Circuit 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 some activities more difficult, time-consuming and costly, affect the manner in which
we conduct our business and adversely affect our profitability.

Item 1B.    Unresolved Staff Comments

None.

Item 1C. Cybersecurity
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Assessment, Identification and Management of Material Risks from Cybersecurity Threats

We rely on the cybersecurity strategy and policies implemented by Ares Management, the parent company of our Manager. Ares Management’s
cybersecurity strategy prioritizes detection and analysis of and response to known, anticipated or unexpected threats, effective management of security risks and
resilience against cyber incidents. Ares Management’s enterprise-wide cybersecurity program is aligned to the National Institute of Standards and Technology
Cybersecurity Framework. Ares Management’s cybersecurity risk management processes include technical security controls, policy enforcement mechanisms,
monitoring systems, tools and related services, which include tools and services from third-party providers, and management oversight to assess, identify and
manage risks from cybersecurity threats. Ares Management has implemented and continues to implement risk-based controls designed to prevent, detect and
respond to information security threats and we rely on those controls to help us protect our information, our information systems, and the information of our
investors, and other third parties who entrust us with their sensitive information.

Ares Management’s cybersecurity program includes physical, administrative and technical safeguards, as well as plans and procedures designed to
help Ares Management prevent and timely and effectively respond to cybersecurity threats and incidents, including threats or incidents that may impact us, our
Manager or Ares Management . Ares Management’s cybersecurity risk management process seeks to monitor cybersecurity vulnerabilities and potential attack
vectors, evaluate the potential operational and financial effects of any threat and mitigate such threats. The assessment of cybersecurity threats, including those
which may impact us, our Manager or Ares Management, is integrated into Ares Management’s Enterprise Risk Management program, which is overseen by the
Ares Enterprise Risk Committee (the “Ares Management ERC”), as discussed below. In addition, Ares Management periodically engages with third-party
consultants and key vendors to assist it in assessing, enhancing, implementing, and monitoring its cybersecurity risk management programs and responding to
incidents.

The Ares Management cybersecurity risk management and awareness programs include periodic identification and testing of vulnerabilities, regular
phishing simulations and annual general cybersecurity awareness and data protection training, including for all of the employees of Ares Management. Ares
Management’s cybersecurity training programs also include annual certification requirements for employees of Ares Management with respect to certain policies
supporting the cybersecurity program including the Information Security and Electronic Communications policy, Data Protection policy and Privacy Policy. Ares
Management undertakes periodic internal security reviews of its information systems and related controls, including systems affecting personal data and the
cybersecurity risks of Ares Management’s and our critical third-party vendors and other partners. Ares Management also completes periodic external reviews of
its cybersecurity program and practices, which include assessments of relevant data protection practices and targeted attack simulations.

In the event of a cybersecurity incident impacting us, our Manager or Ares Management, Ares Management has developed an incident response plan
that provides guidelines for responding to such an incident and facilitates coordination across multiple operational functions of Ares Management, including
coordinating with the relevant members of our Manager. The incident response plan includes notification to the applicable members of cybersecurity leadership,
including Ares Management’s Chief Information Security Officer (“CISO”), and, as appropriate, escalation to the full Ares Management ERC and/or an internal
ad-hoc group of senior employees, tasked with helping to manage the cybersecurity incident. Depending on their nature, incidents may also be reported to the
audit committee or full board of directors of Ares Management, as well as to the audit committee of our board of directors and to our full board of directors, if
appropriate.

Material Impact of Risks from Cybersecurity Threats

In the last three fiscal years, we have not experienced a material information security breach incident and the expenses we have incurred from
information security breach incidents have been immaterial, and we are not aware of any cybersecurity risks that are reasonably likely to materially affect our
business. However, future incidents could have a material impact on our business strategy, results of operations, or financial condition. For additional discussion
of the risks posed by cybersecurity threats, see “Item 1A. Risk Factors—General Risk Factors—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
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 impact the business, financial condition and
operating results of us or our borrowers.”

Oversight of Cybersecurity Risks

Our cybersecurity program is managed by Ares Management’s dedicated internal cybersecurity team, which is responsible for enterprise-wide
cybersecurity strategy, policies, standards, engineering, architecture and processes. The team is led by Ares Management’s CISO who has a Master’s degree in
Cybersecurity from Brown University and over 25 years of experience advising on, and managing risks from cybersecurity threats as well as developing and
implementing cybersecurity
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policies and procedures. The Ares Management CISO is also a member of the Ares Management ERC. The Ares Management ERC is a cross-functional
committee that governs and oversees the Ares Management Enterprise Risk Program, including cybersecurity. The Ares Management ERC includes members
of Ares Management’s senior executive management, including its CEO, CFO, General Counsel, Global Chief Compliance Officer, Chief Information Officer,
CISO, and Head of Enterprise Risk, who acts as chairperson of the Ares Management ERC. The Ares Management ERC, through regular consultation with the
Ares Management internal cybersecurity team and representatives from our Manager, assesses, discusses, and prioritizes Ares Management’s approach to
high-level risks, mitigating controls, and ongoing cybersecurity efforts.

Our audit committee has primary responsibility for oversight and review of guidelines and policies with respect to risk assessment and risk
management, including cybersecurity. Certain members of the Ares Management ERC periodically report to our audit committee as well as our full board of
directors, as appropriate, on cybersecurity matters, primarily through presentations by the CISO and the Ares Management Head of Enterprise Risk. Such
reporting includes updates on Ares Management’s cybersecurity program as it impacts us, the external threat environment, and Ares Management’s programs
to address and mitigate the risks associated with the evolving cybersecurity threat environment. These reports also include updates on our and Ares
Management’s preparedness, prevention, detection, responsiveness, and recovery with respect to cyber incidents.

Item 2.    Properties

Our principal executive offices are located at 245 Park Avenue, 42nd Floor, New York, NY 10167. Our principal executive and certain of our other offices
are leased by our Manager or one of its affiliates from third parties and pursuant to the terms of our Management Agreement, we reimburse our Manager (or its
affiliate, as applicable) for expenses (including our pro-rata portion of rent, telephone, printing, mailing, utilities, office furniture, equipment, machinery and other
office, internal and overhead expenses) relating to such offices, including disaster backup recovery sites and facilities maintained for us, our affiliates, our
investments or our Manager or its affiliates required for our operation.

During the year ended December 31, 2023, we acquired legal title to a mixed-use property located in Florida through a consensual foreclosure. Prior to
our acquisition date, the mixed-use property collateralized an $82.9 million senior mortgage loan that we held that was in maturity default due to the failure of the
borrower to repay the outstanding principal balance of the loan by the February 2023 maturity date. In conjunction with the consensual foreclosure, we
derecognized the $82.9 million senior mortgage loan and recognized the mixed-use property as real estate owned and also recognized the associated assets
and liabilities held at the mixed-use property.

During the year ended December 31, 2024, we acquired legal title to an office property located in North Carolina through a deed in lieu of foreclosure.
Prior to our acquisition date, the office property collateralized a $68.6 million senior mortgage loan that we held that was in maturity default due to the failure of
the borrower to repay the outstanding principal balance of the loan by the May 2024 maturity date. In conjunction with the deed in lieu of foreclosure, we
derecognized the $68.6 million senior mortgage loan and recognized the office property as real estate owned and also recognized the associated assets and
liabilities held at the office property.

Item 3. Legal Proceedings

From time to time, we, our executive officers, directors and our Manager, and its affiliates and/or any of their respective principals and employees are
subject to legal proceedings, including those arising from our loans and we and our Manager are also subject to extensive regulation, which, from time to time,
results in requests for information from us or our Manager or legal or regulatory proceedings or investigations against us or our Manager, respectively. We incur
significant costs and expenses in connection with any such proceedings, information requests and investigations.

Item 4. Mine Safety Disclosures
 
Not applicable.
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PART II

Item 5.    Market For Registrant’s Common Equity, Related Stockholder Matters And Issuer Purchases Of Equity Securities

COMMON STOCK

Our common stock is listed for trading on the NYSE under the symbol “ACRE.” On February 10, 2025, the closing price of our common stock, as
reported on the NYSE, was $5.95 per share.

HOLDERS

As of February 10, 2025, there were 183 holders of record of our common stock, including Cede & Co, which holds shares as nominee for The
Depository Trust Company, which itself holds shares on behalf of the beneficial owners of shares of our common stock. This number does not include beneficial
owners who hold shares of our common stock in nominee name. The information related to holders of our common stock was obtained through our registrar and
transfer agent, based on the results of a broker search.

DISTRIBUTION POLICY

We elected to be taxed as a REIT for United States federal income tax purposes and, as such, we are generally required to annually distribute to our
stockholders at least 90% of our REIT taxable income prior to the deduction for dividends paid. If we distribute less than 100% of our REIT taxable income in any
tax year (taking into account any distributions made in a subsequent tax year under Sections 857(b)(9) or 858 of the Code), we will pay tax at regular corporate
rates on that undistributed portion. This 90% distribution requirement does not require the distribution of net capital gains. However, if a REIT elects to retain any
of its net capital gain for any tax year, it must notify its stockholders and pay tax at regular corporate rates on the retained net capital gain. For the year ended
December 31, 2024, we plan to satisfy the REIT distribution requirement with dividends paid in 2024. For the year ended December 31, 2023, we elected to
satisfy the REIT distribution requirement in part with dividends paid in 2024. Furthermore, if we distribute less than the sum of (1) 85% of our ordinary income for
the calendar year, (2) 95% of our capital gain net income for the calendar year, and (3) any undistributed shortfall from our prior calendar year (the “Required
Distribution”) to our stockholders during any calendar year (including any distributions declared by the last day of the calendar year but paid in January of the
subsequent year), then we are required to pay non-deductible excise tax equal to 4% of any shortfall between the Required Distribution and the amount that was
actually distributed. Any of these taxes would decrease cash available for distribution to our stockholders. For the year ended December 31, 2024, we did not
incur any expense for U.S. federal excise tax. For the years ended December 31, 2023 and 2022, we accrued an excise tax expense (benefit) of $(73) thousand
and $430 thousand, respectively. Excise tax payable is included in the line item “Other liabilities” in the consolidated balance sheets included in this annual
report on Form 10-K. Excise tax expense (benefit) is included in the line item “Income tax expense (benefit), including excise tax” in the consolidated statements
of operations included in this annual report on Form 10-K.

We cannot assure our stockholders, however, that the current level of distributions will be sustained, as any distributions that we pay in the future will
depend upon our actual results of operations, economic conditions and other factors that could materially alter our expectations. Before we make any
distributions, whether for United States federal income tax purposes or otherwise, we must first meet both our operating requirements and debt service on the
Financing Agreements and other debt payable. If our cash available for distribution is less than our REIT taxable income, we could be required to sell assets or
borrow funds to make cash distributions or we may make a portion of the Required Distribution in the form of a taxable stock distribution or distribution of debt
securities.

Any distributions we make to our stockholders will be at the discretion of our board of directors and will depend upon our earnings, financial condition,
liquidity, debt covenants, funding or margin requirements under securitizations, warehouse facilities or other secured and unsecured borrowing agreements,
maintenance of our REIT qualification, applicable provisions of the Maryland General Corporation Law, and such other factors as our board of directors deems
relevant. The Financing Agreements provide that in an event of default, we may make distributions only to the extent necessary to maintain our status as a
REIT. Our earnings, financial condition and liquidity will be affected by various factors, including the net interest and other income from our portfolio, our
operating expenses and any other expenditures. See “Risk Factors” included in this annual report on Form 10-K.

Distributions that stockholders receive (not designated as capital gain dividends or qualified dividend income) will be taxed as ordinary income to the
extent they are paid from our earnings and profits (as determined for United States federal
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income tax purposes), but may be eligible for a 20% deduction under section 199A of the Code. This deduction is available to non-corporate taxpayers and is
applicable for tax years beginning before January 1, 2026. However, distributions that we designate as capital gain dividends generally will be taxable as long-
term capital gain to our stockholders. Some portion of these distributions may not be subject to tax in the year in which they are received because depreciation
expense reduces the amount of taxable income, but does not reduce cash available for distribution. The portion of our stockholders distribution that is not
designated as a capital gain dividend and is in excess of our current and accumulated earnings and profits is considered a return of capital for United States
federal income tax purposes and will reduce the adjusted tax basis of their investment, but not below zero, deferring such portion of their tax until their
investment is sold or our company is liquidated, at which time they will be taxed at capital gain rates (subject to certain exceptions). If such portion of our
stockholders distribution exceeds the adjusted tax basis of their investment, such excess will be treated as capital gain if they hold their shares of common stock
as a capital asset for United States federal income tax purposes. Depending on the level of taxable income earned in a tax year, we may choose to carry forward
taxable income for distribution in the following year, and pay any applicable excise tax. We will furnish annually to each of our stockholders a statement setting
forth distributions paid during the preceding year and their characterization as ordinary income, return of capital, qualified dividend income or capital gain.
Please note that each stockholder’s tax considerations are different, and therefore, our stockholders should consult with their own tax advisors and financial
planners prior to making an investment in our shares.

RECENT SALES OF UNREGISTERED SECURITIES

None.

ISSUERS PURCHASES OF EQUITY SECURITIES

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

Period
Total Number of Shares

Purchased
Average Price Paid Per

Share

Total Number of Shares
Purchased as Part of Publicly

Announced Program (1)

Maximum
Approximate Dollar

Value of Shares that May Yet Be
Purchased

Under the Program (1)
($ in thousands)

October 1, 2024 to October 31, 2024 — $— — $50,000

November 1, 2024 to November 30, 2024 — — — 50,000

December 1, 2024 to December 31, 2024 — — — 50,000

Total — —

_____________________________
(1)    On July 31, 2024, our board of directors renewed our program to repurchase up to $50.0 million of our common stock (the “Repurchase Program”), which is

expected to be in effect until July 31, 2025, or until the approved dollar amount has been used to repurchase shares. As of December 31, 2024, $50.0
million remained available for future purchases of our common stock under the Repurchase Program. The Repurchase Program does not obligate us to
acquire any particular amount of shares of our common stock and may be modified or suspended at any time at our discretion.
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STOCK PERFORMANCE GRAPH

Comparison of Cumulative Total Return

(1)    The Bloomberg Mortgage REIT Index was discontinued in February 2024.

SOURCE:    Bloomberg
NOTES:    Assumes $100 invested on December 31, 2019 in ACRE, the S&P 500 Index, the Bloomberg Mortgage REIT Index and the FTSE NAREIT All

Mortgage Capped Index. We have replaced the Bloomberg Mortgage REIT Index following its discontinuation with FTSE NAREIT All Mortgage
Capped Index, which we believe is representative of companies similar to ours. Assumes all dividends are reinvested on the respective dividend
payment dates without commissions.

Item 6. [Reserved]
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

We are a specialty finance company primarily engaged in directly originating and investing in CRE loans and related investments. We are externally
managed by ACREM, a subsidiary of Ares Management, a publicly traded, leading global alternative asset manager, pursuant to the terms of the Management
Agreement. From the commencement of our operations in late 2011, we have been primarily focused on directly originating and managing a diversified portfolio
of CRE debt-related investments for our own account.

We were formed and commenced operations in late 2011. We are a Maryland corporation and completed our initial public offering in May 2012. We
have elected and qualified to be taxed as a REIT for United States federal income tax purposes under the Internal Revenue Code of 1986, as amended,
commencing with our taxable year ended December 31, 2012. We generally will not be subject to United States federal income taxes on our REIT taxable
income as long as we annually distribute to stockholders an amount at least equal to our REIT taxable income prior to the deduction for dividends paid and
comply with various other requirements as a REIT. We also operate our business in a manner that is intended to permit us to maintain our exemption from
registration under the 1940 Act.

Below are significant developments during the year ended December 31, 2024 presented by quarter:

Developments During the First Quarter of 2024:

• We closed the sale of a senior mortgage loan with outstanding principal of $37.9 million, which was collateralized by a mixed-use property located in
California that was in maturity default due to the failure of the borrower to repay the outstanding principal balance of the loan by the March 2023 maturity
date. As of December 31, 2023, this loan was classified as held for sale and was carried at fair value with an unrealized loss of $995 thousand as the
carrying value exceeded the estimated net proceeds from the expected sale price of the loan. In January 2024, we closed the sale of the senior mortgage
loan at a price equal to the fair value of the loan as of December 31, 2023 and the $995 thousand unrealized loss was realized.

• We received a discounted payoff of a senior mortgage loan with outstanding principal of $18.8 million, which was collateralized by a multifamily property
located in Washington in conjunction with a short sale of the multifamily property by the borrower to a third party. At the time of the discounted payoff, the
senior mortgage loan was in default due to the failure of the borrower to repay the outstanding principal balance of the loan by the September 2023 maturity
date. We recognized a realized loss of $1.7 million as the carrying value, not including the CECL Reserve, exceeded the net proceeds from the payoff of
the loan.

• We received a discounted payoff of a senior mortgage loan with outstanding principal of $56.9 million, which was collateralized by an office property located
in Illinois in conjunction with a short sale of the office property by the borrower to a third party. At the time of the discounted payoff, the senior mortgage loan
was in default due to the failure of the borrower to repay the outstanding principal balance of the loan by the February 2024 maturity date. We recognized a
realized loss of $43.1 million as the carrying value, not including the CECL Reserve, exceeded the net proceeds from the payoff of the loan.

• We amended the CNB Facility to, among other things: (1) extend the initial maturity date of the CNB Facility to March 10, 2025, subject to one 12-month
extension, which may be exercised at our option if certain conditions described in the CNB Facility are met, including applicable extension fees being paid,
which, if exercised, would extend the maturity date to March 10, 2026 and (2) set the interest rate on advances under the CNB Facility to a per annum rate
equal to the sum of, at our option, either (a) a SOFR-based rate plus 3.25% or (b) a base rate plus 2.25%, in each case, subject to an interest rate floor.

Developments During the Second Quarter of 2024:

• We amended the Secured Term Loan (as defined below) to, among other things, (1) change the schedule of interest rate increases on advances under the
Secured Term Loan to the following fixed rates: (i) 4.50% per annum until May 1, 2025 and (ii) after May 1, 2025 through November 12, 2026, the interest
rate increases 0.25% every three months, (2) add a contingent interest rate increase of 4.00% if the outstanding principal amount of the Secured Term Loan
is not paid down to the following amounts on specific dates as follows: (i) $135.0 million as of August 1, 2024, (ii) $130.0 million as of November 1, 2024, (iii)
$120.0 million as of February 1, 2025, (iv) $110.0 million as of May 1, 2025, (v) $100.0 million as of August 1, 2025 and (vi) $90.0 million as of November 1,
2025 and (3) make changes to financial covenants, including reducing the minimum tangible net worth requirement and linking future determinations thereof
to the outstanding principal amount of the Secured Term Loan, increasing the minimum unencumbered asset ratio requirement, reducing the maximum total
net leverage ratio and increasing the senior loan concentration threshold.

• We elected to terminate the MetLife Facility (as defined below) prior to its scheduled maturity on August 13, 2024 as the facility had no outstanding balance.
• We acquired legal title to an office property located in California through a foreclosure. The office property previously collateralized a $33.2 million senior

mortgage loan held by us that was in maturity default due to the failure of the borrower
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to repay the outstanding principal balance of the loan by the December 2023 maturity date. In conjunction with the foreclosure, we derecognized the $33.2
million senior mortgage loan and recognized the office property as real estate owned and also recognized the associated assets and liabilities held at the
office property. We recognized a realized loss of $16.4 million on the derecognition of the senior mortgage loan as the estimated fair value less costs to sell
of the office property at acquisition and the net operating assets and liabilities held at the office property at acquisition was less than the cost basis of the
senior mortgage loan.

Developments During the Third Quarter of 2024:

• We received a discounted payoff of a $97.5 million senior mortgage loan, which was collateralized by a multifamily property in Texas, in conjunction with a
short sale of the multifamily property by the borrower to a third party. At the time of the discounted payoff, the senior mortgage loan was on non-accrual
status. For the three and nine months ended September 30, 2024, the Company received $2.1 million and $3.8 million, respectively, of interest payments in
cash on the senior Texas loan that was recognized as a reduction to the carrying value of the loan and the borrower was current on all contractual interest
payments. We did not recognize any gain or loss on the discounted payoff as the carrying value of the senior mortgage loan, not including the CECL
Reserve, was equal to the net proceeds from the payoff of the loan.

• We acquired legal title to an office property located in North Carolina through a deed in lieu of foreclosure. The office property previously collateralized a
$68.6 million senior mortgage loan held by us that was in maturity default due to the failure of the borrower to repay the outstanding principal balance of the
loan by the May 2024 maturity date. In conjunction with the deed in lieu of foreclosure, we derecognized the $68.6 million senior mortgage loan and
recognized the office property as real estate owned and also recognized the associated assets and liabilities held at the office property. We recognized a
realized loss of $5.8 million on the derecognition of the senior mortgage loan as the fair value of the office property at acquisition of $60.2 million and the net
operating assets and liabilities held at the office property of $(0.2) million at acquisition was less than the $65.8 million cost basis of the senior mortgage
loan.

• We elected to repay in full and terminate the $105.0 million recourse note prior to its scheduled maturity in July 2025.

Developments During the Fourth Quarter of 2024:

• We entered into a Purchase and Sale Agreement and closed the sale of the office property located in California that was classified as real estate owned
held for sale to a third party for $13.0 million. We recognized a $2.3 million realized loss on the sale of the office property as the net sale proceeds were less
than the net carrying value of the office property as of the sale closing date.

• We wrote off a mezzanine loan with outstanding principal of $18.5 million, which was collateralized by an office property located in New Jersey, as we
deemed the mezzanine loan to be uncollectible. At the time of the write-off, the mezzanine loan was in default due to the borrower not making its contractual
interest payments due subsequent to the December 2023 interest payment date. We recognized a realized loss of $15.7 million, which was equal to the
carrying value of the mezzanine loan, not including the CECL Reserve. Prior to the write-off, the loan had been assigned a CECL Reserve equal to the
$15.7 million carrying value, which was reversed in recognition of the realized loss.

• We closed a $40.0 million financing through an advance on our Morgan Stanley Facility, which is secured by a mixed-use property located in Florida that is
recognized as real estate owned held for investment in our consolidated balance sheets. The initial advance on the financing at closing was $20.0 million
with an additional $20.0 million approved and available to fund upon the satisfaction of certain conditions.

• We amended the master repurchase facility with Citibank, N.A. (“Citibank”) (the “Citibank Facility”) to, among other things, extend the initial maturity date of
the Citibank Facility to January 13, 2027, subject to two 12-month extensions, each of which may be exercised at our option assuming no existing defaults
under the Citibank Facility and applicable extension fees being paid, which, if both were exercised, would extend the maturity date of the Citibank Facility to
January 13, 2029. The amendment also included an accordion provision such that the maximum commitment for the Citibank Facility may be increased to
up to $425.0 million by up to two increments of $50.0 million with the consent of Citibank, subject to the satisfaction of certain conditions, including payment
of an upsize fee.
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Trends Affecting Our Business

Throughout 2024, the U.S. economy continued to expand with GDP growth driven by healthy household consumption and supported by the continued
strength of the labor market, particularly in the first half of the year. While the Federal Reserve maintained a restrictive monetary policy stance for much of the
year, inflation eased from peak levels and there were emerging signs of labor market softness. As a result, the Federal Reserve began easing monetary policy,
reducing the federal funds rate by 100 basis points in the second half of 2024. However, in December 2024, persistent levels of inflation and continued strength
in the labor markets led the Federal Reserve to take a more balanced monetary policy approach as opposed to its prior more accommodative approach by
forecasting two 25 basis point rate reductions in 2025 as opposed to four 25 basis point rate reductions previously forecasted in September of 2024.

Against this backdrop of continued economic strength in 2024, publicly traded equity and credit markets delivered positive returns with incrementally
lower risk premiums with expectations of lower future market rates. The overall stability in the economy and financial system supported increased values and
liquidity in the market. These dynamics positively impacted the commercial real estate market, particularly during the second half of 2024, which delivered
increased transactions and values.

Despite the overall improvement in the liquid capital markets throughout 2024, the commercial real estate markets continue to be impacted by
macroeconomic factors, certain property specifics, regulatory changes and geopolitical risks. Regulated lending institutions continue to adjust their 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. Rising operating costs, such as property insurance and raw material costs for property development and improvements, have further pressured cash
flow performance across many real estate property types. Office properties, in particular, continue to experience particular challenges driven by the increased
prevalence of remote work and elevated costs to operate, improve or repurpose office properties. These factors have largely resulted in lower demand for office
space and have driven elevated levels of vacancy rates and default rates.

Offsetting some of these challenges, there has been a significant decline in new commercial real estate development that began in 2023 and continued
in 2024. Ultimately, this lack of new future inventory may result in a shortage of contemporary, in demand properties in the years to come, furthering the disparity
between supply and demand dynamics. In addition, there is a significant amount of unspent capital targeting commercial real estate properties that could
support values and elevate transaction activities.

Factors Impacting Our Operating Results

The results of our operations are affected by a number of factors and primarily depend on, among other things, the level of our net interest income, the
market value of our assets, including the real estate collateralizing our investments, and the supply of, and demand for, commercial mortgage loans, CRE debt
and other financial assets in the marketplace. Our net interest income, which reflects the amortization of origination fees and direct costs, is recognized based
on the contractual rate and the outstanding principal balance of the loans we originate. Interest rates vary according to the type of investment, conditions in the
financial markets, creditworthiness of our borrowers, competition and other factors, none of which can be predicted with any certainty. Our operating results are
also impacted by credit losses in excess of initial anticipations or unanticipated credit events experienced by borrowers.

Changes in Fair Value of Our Assets.   We originate CRE debt and related instruments generally to be held for investment. Loans that are held for
investment are carried at cost, net of unamortized purchase discounts, deferred loan fees and origination costs and cost-recovery proceeds (the “carrying
value”).

Loans are generally collateralized by real estate. The extent of any credit deterioration associated with the performance and/or value of the underlying
collateral property and the financial and operating capability of the borrower could impact the expected amounts received. We monitor the performance of our
loans held for investment portfolio under the following methodology: (1) borrower review, which analyzes the borrower’s ability to execute on its original
business plan, reviews its financial condition, assesses pending litigation and considers its general level of responsiveness and cooperation; (2) economic
review, which considers underlying collateral (i.e. leasing performance, unit sales and cash flow of the collateral and its ability to cover debt service, as well as
the residual loan balance at maturity); (3) property review, which considers current environmental risks, changes in insurance costs or coverage, current site
visibility, capital expenditures and market perception; and (4) market review, which analyzes the collateral from a supply and demand perspective of similar
property types, as well as from a capital markets perspective. Such analyses are completed and reviewed by asset management and finance personnel who
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utilize various data sources, including periodic financial data such as property occupancy, tenant profile, rental rates, operating expenses, and the borrower’s
exit plan, among other factors.

Loans are generally placed on non-accrual status when principal or interest payments are past due 30 days or more or when there is reasonable doubt
that principal or interest will be collected in full. Accrued and unpaid interest is generally reversed against interest income in the period the loan is placed on
non-accrual status. Interest payments received on non-accrual loans may be recognized as income or applied to reduce loan carrying value depending upon
management’s judgment regarding the borrower’s ability to make pending principal and interest payments. Non-accrual loans are restored to accrual status
when past due principal and interest are paid and, in management’s judgment, are likely to remain current. We may make exceptions to placing a loan on non-
accrual status if the loan has sufficient collateral value and is in the process of collection. Other than as set forth in Note 3 to our consolidated financial
statements included in this annual report on Form 10-K, and as set forth below, as of December 31, 2024 and 2023, all loans held for investment were paying in
accordance with their contractual terms. As of December 31, 2024, the Company had five loans held for investment on non-accrual status with a carrying value
of $318.4 million. As of December 31, 2023, the Company had nine loans held for investment on non-accrual status with a carrying value of $399.3 million.

Loan balances that are deemed to be uncollectible are written off as a realized loss and are deducted from the CECL Reserve. The write-offs are
recorded in the period in which the loan balance is deemed uncollectible based on management’s judgment. During the year ended December 31, 2024, we
wrote-off a mezzanine loan on an office property located in New Jersey with outstanding principal of $18.5 million as we deemed the mezzanine loan to be
uncollectible. There were no loans written off during the year ended December 31, 2023.

 Changes in Market Interest Rates.  With respect to our business operations, increases in interest rates, in general, may over time cause:
 
• the interest expense associated with our borrowings to increase, subject to any applicable ceilings;

• the value of our mortgage loans to decline;

• coupons on our floating rate mortgage loans to reset to higher interest rates; and

• to the extent we enter into interest rate swap agreements as part of our hedging strategy where we pay fixed and receive floating interest rates, the
value of these agreements to increase.

Conversely, decreases in interest rates, in general, may over time cause:

• the interest expense associated with our borrowings to decrease, subject to any applicable floors;

• the value of our mortgage loan portfolio to increase, for such mortgages with applicable floors;
 
• coupons on our floating rate mortgage loans to reset to lower interest rates, subject to any applicable floors; and

• to the extent we enter into interest rate swap agreements as part of our hedging strategy where we pay fixed and receive floating interest rates, the
value of these agreements to decrease.

Credit Risk. We are subject to varying degrees of credit risk in connection with our target investments. Our Manager seeks to mitigate this risk by
seeking to originate or acquire investments of higher quality at appropriate prices with appropriate risk adjusted returns given anticipated and unanticipated
losses, by employing a comprehensive review and selection process and by proactively monitoring originated or acquired investments (see the performance
monitoring methodology above in Changes in Fair Value of Our Assets). Nevertheless, unanticipated credit losses could occur that could adversely impact our
operating results and stockholders’ equity.

 
Performance of Commercial Real Estate Related Markets.  Our business is dependent on the general demand for, and value of, commercial real estate

and related services, which are sensitive to economic conditions. Demand for commercial real estate generally increases during periods of stronger economic
conditions, resulting in increased property values, transaction volumes and loan origination volumes. During periods of weaker economic conditions, commercial
real estate may experience higher property vacancies, lower demand and reduced values. These conditions can result in lower property transaction volumes
and loan originations. Decreases in property values reduce the value of the collateral and the potential proceeds available to a borrower to repay the underlying
loan or loans, as the case may be, which could also cause us to suffer losses.
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Availability of Leverage and Equity.  We expect to use leverage to make additional investments that may increase our potential returns. We may not be
able to obtain the amount of leverage we desire and, consequently, the returns generated from our investments may be less than we currently expect. To grow
our portfolio of investments, we also may determine to raise additional equity. Our access to additional equity will depend on many factors, and our ability to
raise equity in the future cannot be predicted at this time.

Size of Portfolio. The size of our portfolio of investments, as measured both by the aggregate principal balance and the number of our CRE loans and
our other investments, is also an important factor in determining our operating results. Generally, as the size of our portfolio grows, the amount of interest
income we receive increases and, at such times, we may achieve certain economies of scale and can diversify risk within our portfolio investments. A larger
portfolio, however, may result in increased expenses; for example, we may incur additional interest expense or other costs to finance our investments. Also, if
the aggregate principal balance of our portfolio grows but the number of our loans or the number of our borrowers does not grow, we could face increased risk
by reason of the concentration of our investments.

Stock Repurchase Program

On July 31, 2024, our board of directors renewed the Repurchase Program of up to $50.0 million, which is expected to be in effect until July 31, 2025, or
until the approved dollar amount has been used to repurchase shares. Pursuant to the Repurchase Program, we may repurchase shares of our common stock
in amounts, at prices and at such times as we deem appropriate, subject to market conditions and other considerations, including all applicable legal
requirements. Repurchases may include purchases on the open market or privately negotiated transactions, under Rule 10b5-1 trading plans, under accelerated
share repurchase programs, in tender offers and otherwise. The Repurchase Program does not obligate us to acquire any particular amount of shares of our
common stock and may be modified or suspended at any time at our discretion. During the year ended December 31, 2024, we did not repurchase any shares
through the Repurchase Program.

Loans Held for Investment Portfolio

As of December 31, 2024, our portfolio included 36 loans held for investment, excluding 179 loans that were repaid, sold, converted to real estate
owned or written off since inception. As of December 31, 2024, the aggregate originated commitment under these loans at closing was approximately $1.9
billion and outstanding principal was $1.7 billion. During the year ended December 31, 2024, we funded approximately $46.8 million of outstanding principal,
received repayments of $349.6 million of outstanding principal, converted two loans with outstanding principal of $101.8 million to real estate owned and wrote-
off one loan with outstanding principal of $18.5 million. As of December 31, 2024, 64.5% of our loans have SOFR floors, with a weighted average floor of 1.01%,
calculated based on loans with SOFR floors. References to SOFR or “S” are to 30-day SOFR (unless otherwise specifically stated).

Other than as set forth in Note 3 to our consolidated financial statements included in this annual report on Form 10-K, as of December 31, 2024, all
loans held for investment were paying in accordance with their contractual terms.

Our loans held for investment are accounted for at amortized cost. The following table summarizes our loans held for investment as of December 31,
2024 ($ in thousands):

 As of December 31, 2024

Carrying Amount
(1)

Outstanding
Principal (1) Weighted Average Unleveraged Effective Yield

Weighted Average
Remaining Life

(Years) (4)

Senior mortgage loans $ 1,617,835 $ 1,655,141 6.8 % (2) 8.6 % (3) 0.9

Subordinated debt and preferred equity investments 38,853 43,365 7.5 % (2) 15.7 % (3) 1.5

Total loans held for investment portfolio $ 1,656,688 $ 1,698,506 6.9 % (2) 8.7 % (3) 1.0

_______________________________

(1) The difference between the Carrying Amount and the Outstanding Principal amount of the loans held for investment consists of unamortized purchase
discounts, deferred loan fees and origination costs and cost-recovery proceeds.

(2) Unleveraged Effective Yield is the compounded effective rate of return that would be earned over the life of the investment based on the contractual
interest rate (adjusted for any deferred loan fees, costs, premiums or discounts) and assumes no dispositions, early prepayments or defaults. The total
Weighted Average Unleveraged Effective Yield
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is calculated based on the average of Unleveraged Effective Yield of all loans held by us as of December 31, 2024 as weighted by the outstanding
principal balance of each loan.

(3) Unleveraged Effective Yield is the compounded effective rate of return that would be earned over the life of the investment based on the contractual
interest rate (adjusted for any deferred loan fees, costs, premiums or discounts) and assumes no dispositions, early prepayments or defaults. The total
Weighted Average Unleveraged Effective Yield is calculated based on the average of Unleveraged Effective Yield of all interest accruing loans held by
us as of December 31, 2024 as weighted by the total outstanding principal balance of each interest accruing loan (excludes loans on non-accrual status
as of December 31, 2024).

(4) Remaining Life is based on contractual maturity date and does not include contractual extension options not yet exercised.

Critical Accounting Estimates
 
Our consolidated financial statements have been prepared in accordance with generally accepted accounting principles (“GAAP”), which require

management to make estimates and assumptions that affect reported amounts. These estimates and assumptions are based on historical experience and other
factors management believes to be reasonable. Actual results may differ from those estimates and assumptions. We believe the following critical accounting
policies represent areas where more significant judgments and estimates are used in the preparation of our consolidated financial statements.

Current Expected Credit Losses

FASB ASC Topic 326, Financial Instruments—Credit Losses  (“ASC 326”), requires us to reflect current expected credit losses (“CECL”) on both the
outstanding balances and unfunded commitments on loans held for investment and requires consideration of a broad range of historical experience adjusted for
current conditions and reasonable and supportable forecast information to inform credit loss estimates (the “CECL Reserve”). Increases and decreases to
expected credit losses impact earnings and are recorded within provision for (reversal of) current expected credit losses, net in our consolidated statements of
operations. The CECL Reserve related to outstanding balances on loans held for investment required under ASC 326 is a valuation account that is deducted
from the amortized cost basis of our loans held for investment in our consolidated balance sheets. The CECL Reserve related to unfunded commitments on
loans held for investment is recorded within other liabilities in our consolidated balance sheets.

We estimate 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, which includes capital senior to us when we are the subordinate lender,
changes in net operating income, debt service coverage ratio, loan-to-value, occupancy, property type and geographic location. Estimating the CECL Reserve
also requires significant judgment with respect to various factors, including (i) the appropriate historical loan loss reference data, (ii) the expected timing of loan
repayments, (iii) calibration of the likelihood of default to reflect the risk characteristics of our floating-rate loan portfolio and (iv) our current and future view of the
macroeconomic environment. We may consider loan-specific qualitative factors on certain loans to estimate our CECL Reserve. In order to estimate the future
expected loan losses relevant to our portfolio, we utilize historical market loan loss data licensed from a third party data service. The third party’s loan database
includes historical loss data for commercial mortgage-backed securities, or CMBS, issued dating back to 1998, which we believe is a reasonably comparable
and available data set to our type of loans.

In certain instances, we may identify specific loans to be collateral dependent. We consider loans to be collateral dependent if both of the following
criteria are met: (i) loan is expected to be substantially repaid through the operation or sale of the underlying collateral, and (ii) the borrower is experiencing
financial difficulty. The determination of whether these criteria are met for an individual loan requires the use of significant judgment and can be based on
several factors subject to uncertainty.

For such loans that we determine that foreclosure of the collateral is probable, we estimate the CECL Reserve based on the difference between the fair
value of the collateral (less costs to sell the asset if repayment is expected through the sale of the collateral) and the amortized cost basis of the loan as of the
measurement date. For collateral dependent loans that we determine foreclosure is not probable, we apply a practical expedient to estimate the CECL Reserve
using the difference between the collateral’s fair value (less costs to sell the asset if repayment is expected through the sale of the collateral) and the amortized
cost basis of the loan. To determine the fair value of the collateral, we may employ different approaches depending on the type of collateral, including methods
such as the income approach, the market approach or the direct capitalization approach. These methods require the use of key unobservable inputs, which are
inherently uncertain and subjective. Determining the appropriate valuation method and selecting the appropriate key unobservable inputs and assumptions
requires significant judgment and consideration of factors specific to the underlying collateral being assessed. Additionally, the key unobservable inputs and
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assumptions used may vary depending on the information available and market conditions as of the valuation date. As such, the fair value that is used in
calculating the CECL Reserve is subject to uncertainty and any actual losses, if incurred, could differ materially from our CECL Reserve.

See Note 4 to our consolidated financial statements included in this annual report on Form 10-K for more information regarding CECL.

Real Estate Owned

We may assume legal title or physical possession of the underlying collateral property as a result of a default of our mortgage or other real estate
related loan investments. Real estate assets held for investment are carried at their estimated fair value at acquisition and are presented net of accumulated
depreciation or amortization and impairment charges. We allocate the purchase price of acquired real estate assets held for investment based on the fair value
of the acquired land, buildings and improvements, furniture, fixtures and equipment, intangible assets and intangible liabilities, as applicable.

In accordance with FASB ASC Topic 820-10, Fair Value Measurement (“ASC 820-10”), we are required to record real estate owned, a nonfinancial
asset, at fair value on a nonrecurring basis in accordance with GAAP. The fair value of real estate assets at acquisition is estimated using a third-party
appraisal, which utilizes standard industry valuation techniques such as the income and market approach. When determining the fair value of acquired real
estate assets, certain assumptions are made including, but not limited to: (1) projected operating cash flows, including factors such as property operating
expenses and re-leasing assumptions that take into account the number of months to re-lease, market rental revenue and required tenant improvements; and
(2) projected cash flows from the eventual disposition of the property based upon our estimation of a capitalization rate, discount rates and comparable selling
prices in the market.

Real estate assets held for investment are evaluated for indicators of impairment on a quarterly basis. Factors that we may consider in our impairment
analysis include, among others: (1) significant underperformance relative to historical or anticipated operating results; (2) significant negative industry or
economic trends; (3) costs necessary to extend the life or improve the real estate asset; (4) significant increase in competition; and (5) ability to hold and dispose
of the real estate asset in the ordinary course of business. A real estate asset is considered impaired when the sum of estimated future undiscounted cash flows
expected to be generated by the real estate asset over the estimated remaining holding period is less than the carrying amount of such real estate asset. Cash
flows include operating cash flows and anticipated capital proceeds generated by the real estate asset. An impairment charge is recorded equal to the excess of
the carrying value of the real estate asset over the fair value.

See Notes 2, 5 and 13 included in these consolidated financial statements for additional information regarding real estate owned.

RECENT DEVELOPMENTS

Our board of directors declared a regular cash dividend of $0.15 per common share for the first quarter of 2025. The first quarter 2025 dividend will be
payable on April 15, 2025 to common stockholders of record as of March 31, 2025.

On January 6, 2025, the senior mortgage loan collateralized by a mixed-use property located in Texas, which was in maturity default as of December
31, 2024 due to the failure of the borrower to repay the outstanding principal balance of the loan by the December 2024 maturity date, was fully repaid.

On February 10, 2025, ACRC Lender W LLC and ACRC Lender W TRS LLC, each a subsidiary of ours (collectively, “ACRC Lender W”), entered into
an amendment to the master repurchase funding facility with Wells Fargo Bank, National Association (the “Wells Fargo Facility”). The purpose of the
amendment was to, among other things, extend the initial maturity date and funding period of the Wells Fargo Facility to February 10, 2028. The maturity date of
the Wells Fargo Facility continues to be subject to two 12-month extensions, each of which may be exercised at ACRC Lender W’s option, subject to the
satisfaction of certain conditions and applicable extension fees being paid, which, if both were exercised, would extend the maturity date of the Wells Fargo
Facility to February 10, 2030.
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RESULTS OF OPERATIONS

For the years ended December 31, 2024 and 2023

The following table sets forth a summary of our consolidated results of operations for the years ended December 31, 2024 and 2023 ($ in thousands):

For the Years Ended December 31,

2024 2023

Total revenue $ 69,650 $ 92,926 

Total expenses 37,930 28,513 

Provision for (reversal of) current expected credit losses, net (18,152) 91,825 

Realized losses on loans 83,591 10,499 

Change in unrealized losses on loans held for sale (995) 995 

Realized loss on sale of real estate owned 2,287 — 

Income (loss) before income taxes (35,011) (38,906)

Income tax expense (benefit), including excise tax (18) (39)

Net income (loss) attributable to common stockholders $ (34,993) $ (38,867)

The following tables set forth select details of our consolidated results of operations for the years ended December 31, 2024 and 2023 ($ in thousands):

Net Interest Margin

For the Years Ended December 31,

2024 2023

Interest income $ 157,717 $ 198,608 

Interest expense (105,985) (109,652)

Net interest margin $ 51,732 $ 88,956 

For the years ended December 31, 2024 and 2023, net interest margin was approximately $51.7 million and $89.0 million, respectively. For the years
ended December 31, 2024 and 2023, interest income of $157.7 million and $198.6 million, respectively, was generated by weighted average earning assets of
$2.0 billion and $2.3 billion, respectively, offset by $106.0 million and $109.7 million, respectively, of interest expense, unused fees and amortization of deferred
loan costs. The weighted average borrowings under the Secured Funding Agreements, Notes Payable, the Secured Term Loan and securitization debt were
$1.4 billion for the year ended December 31, 2024 and $1.7 billion for the year ended December 31, 2023. The decrease in net interest margin for the year
ended December 31, 2024 compared to the year ended December 31, 2023 relates to a decrease in our weighted average earning assets and weighted
average borrowings for the year ended December 31, 2024, no benefit received from our interest rate hedging derivative contracts for the year ended
December 31, 2024 due to the expiration of the contracts in December 2023 and an increase in the amount of loans held for investment on non-accrual status
for the year ended December 31, 2024 as compared to the year ended December 31, 2023.

Revenue From Real Estate Owned

On September 19, 2024, we acquired legal title to an office property located in North Carolina through a deed in lieu of foreclosure. Prior to September
19, 2024, the office property collateralized a $68.6 million senior mortgage loan that we held that was in maturity default due to the failure of the borrower to
repay the outstanding principal balance of the loan by the May 2024 maturity date. In conjunction with the deed in lieu of foreclosure, we derecognized the
$68.6 million senior mortgage loan and recognized the office property as real estate owned. Revenues from this property consist primarily of rental revenue from
operating leases. For the period from September 19, 2024 to December 31, 2024, revenue from real estate owned related to this property was $2.8 million.

On June 12, 2024, we acquired legal title to an office property located in California through a foreclosure. Prior to June 12, 2024, the office property
collateralized a $33.2 million senior mortgage loan that we held that was in maturity default due to the failure of the borrower to repay the outstanding principal
balance of the loan by the December 2023 maturity date. In conjunction with the foreclosure, we derecognized the $33.2 million senior mortgage loan and
recognized the office property as real estate owned. Revenues from this property consist primarily of rental revenue from operating leases. On November 15,
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2024, we closed the sale of the office property to a third party. For the period from June 12, 2024 to November 15, 2024, revenue from real estate owned
related to this property was $1.9 million.

On September 8, 2023, we acquired legal title to a mixed-use property located in Florida through a consensual foreclosure. Prior to September 8, 2023,
the mixed-use property collateralized an $82.9 million senior mortgage loan that we held that was in maturity default due to the failure of the borrower to repay
the outstanding principal balance of the loan by the February 2023 maturity date. In conjunction with the consensual foreclosure, we derecognized the $82.9
million senior mortgage loan and recognized the mixed-use property as real estate owned. Revenues from this property consist primarily of rental revenue from
operating leases. For the year ended December 31, 2024, revenue from real estate owned related to this property was $13.2 million. For the period from
September 8, 2023 to December 31, 2023, revenue from real estate owned related to this property was $4.0 million.

Operating Expenses     

For the Years Ended December 31,

2024 2023

Management and incentive fees to affiliate $ 10,685 $ 12,263 

Professional fees 2,634 3,054 

General and administrative expenses 7,822 7,244 

General and administrative expenses reimbursed to affiliate 3,825 3,434 

Expenses from real estate owned 12,964 2,518 

Total expenses $ 37,930 $ 28,513 

See the Related Party Expenses, Other Expenses and Expenses from Real Estate Owned discussions below for the cause of the changes in operating
expenses for the year ended December 31, 2024 compared to the year ended December 31, 2023.

    
Related Party Expenses

For the year ended December 31, 2024, related party expenses included $10.7 million in management fees due to our Manager pursuant to the
Management Agreement. No incentive fees were incurred for the year ended December 31, 2024. For the year ended December 31, 2024, related party
expenses also included $3.8 million for our share of allocable general and administrative expenses for which we were required to reimburse our Manager
pursuant to the Management Agreement. For the year ended December 31, 2023, related party expenses included $12.3 million in management and incentive
fees due to our Manager pursuant to the Management Agreement, which consisted of $11.9 million in management fees and $0.3 million in incentive fees. For
the year ended December 31, 2023, related party expenses also included $3.4 million for our share of allocable general and administrative expenses for which
we were required to reimburse our Manager pursuant to the Management Agreement. The decrease in management fees for the year ended December 31,
2024 compared to the year ended December 31, 2023 primarily relates to a decrease in our weighted average stockholders’ equity for the year ended
December 31, 2024 as a result of realized losses on loans and the sale of real estate owned. The decrease in incentive fees for the year ended December 31,
2024 compared to the year ended December 31, 2023 primarily relates to our Core Earnings (defined below) for the twelve months ended December 31, 2024
not exceeding the 8% minimum return. “Core Earnings” is defined in the 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 (loss), or in net income (loss), and one-time events pursuant to
changes in GAAP and certain non-cash charges after discussions between ACREM and our independent directors and after approval by a majority of our
independent directors. The increase in allocable general and administrative expenses due to our Manager for the year ended December 31, 2024 compared to
the year ended December 31, 2023 relates to changes in the mix of employees of our Manager that allocated time to us year over year.

Other Expenses

For the years ended December 31, 2024 and 2023, professional fees were $2.6 million and $3.1 million, respectively. The decrease in professional fees
for the year ended December 31, 2024 compared to the year ended December 31, 2023 primarily relates to a decrease in our use of third-party professionals
due to changes in transaction activity year over year. For the years ended December 31, 2024 and 2023, general and administrative expenses were $7.8 million
and $7.2 million, respectively. The increase in general and administrative expenses for the year ended December 31, 2024 compared to the year
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ended December 31, 2023 primarily relates to an increase in stock-based compensation expense due to restricted stock and restricted stock unit awards
granted after December 31, 2023.

    Expenses From Real Estate Owned

For the years ended December 31, 2024 and 2023 , expenses from real estate owned were comprised of the following ($ in thousands):

For the Years Ended December 31,

2024 2023

Mixed-use property operating expenses $ 4,672 $ 1,215 

Office property operating expenses 2,885 — 

Depreciation and amortization expense 5,407 1,303 

Expenses from real estate owned $ 12,964 $ 2,518 

For the years ended December 31, 2024 and 2023, mixed-use property operating expenses were $4.7 million and $1.2 million, respectively. Mixed-use
property operating expenses consisted primarily of expenses incurred in the day-to-day operation of our mixed-use property, including common area
maintenance costs, property taxes and insurance. Common area maintenance costs include items such as maintenance and repairs, utilities, janitorial services,
security and property management fees. The increase in mixed-use property operating expenses for the year ended December 31, 2024 compared to the year
ended December 31, 2023 is primarily due to the year ended December 31, 2023 only including operating expenses for the period September 8, 2023 to
December 31, 2023 as we did not acquire legal title to the mixed-use property until September 8, 2023.

For the year ended December 31, 2024, office property operating expenses were $2.9 million, which consists of operating expenses for two office
properties, which were acquired on June 12, 2024 and September 19, 2024, respectively. For the year ended December 31, 2023, there were no office property
operating expenses incurred as we did not acquire legal title to the two office properties until June 12, 2024 and September 19, 2024, respectively. Office
property operating expenses consisted primarily of expenses incurred in the day-to-day operation of our two office properties, including common area
maintenance costs, property taxes and insurance. Common area maintenance costs include items such as maintenance and repairs, utilities, janitorial services,
security and property management fees.

For the years ended December 31, 2024 and 2023, depreciation and amortization expense were $5.4 million and $1.3 million, respectively, and relates
primarily to our mixed-use property that was acquired on September 8, 2023 and our office property acquired on September 19, 2024. As the office property
acquired on June 12, 2024, and later sold on November 15, 2024, was classified as real estate owned held for sale, we did not depreciate or amortize the
carrying value of the office property. The increase in depreciation and amortization expense for the year ended December 31, 2024 compared to the year ended
December 31, 2023 is primarily due to the year ended December 31, 2023 only including depreciation and amortization expense related to the mixed-use
property for the period September 8, 2023 to December 31, 2023 as we did not acquire legal title to the mixed-use property and the office property until
September 8, 2023 and September 19, 2024, respectively.

Provision for (Reversal of) Current Expected Credit Losses, Net

For the years ended December 31, 2024 and 2023, the provision for (reversal of) current expected credit losses, net was $(18.2) million and
$91.8 million, respectively. The decrease in the provision for (reversal of) current expected credit losses, net for the year ended December 31, 2024 is primarily
due to realized losses on five risk rated “5” loans, resulting in a reversal of 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” and “5” loans
in the portfolio as a result of the impact of the current macroeconomic environment, including high inflation and interest rates, and more particularly, volatility and
reduced liquidity in the office sector and other loan-specific factors during the year ended December 31, 2024. The increase in the provision for (reversal of)
current expected credit losses, net for the year ended December 31, 2023 was primarily due to an increase in the CECL Reserves for risk rated “4” and “5”
loans in the portfolio as a result of the impact of the current macroeconomic environment, including high inflation and interest rates, volatility and reduced
liquidity in the office sector and other loan-specific factors partially offset by shorter average remaining loan term and loan repayments during the year ended
December 31, 2023.

The CECL Reserve takes into consideration our estimates relating to the impact of macroeconomic conditions on CRE properties and is not specific to
any loan losses or impairments on our loans held for investment, unless the Company determines that a specifically identifiable reserve is warranted for a select
asset. Additionally, the CECL Reserve is not an indicator of what we expect our CECL Reserve would have been absent the current and potential future impacts
of macroeconomic conditions.
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Realized Losses on Loans

In December 2023, we entered into a sale agreement with a third party to sell a senior mortgage loan with outstanding principal of $37.9 million, which
was collateralized by a mixed-use property located in California. As of December 31, 2023, the sale had not yet closed and the loan was reclassified from held
for investment to held for sale and was carried at the lower of carrying value or fair value in our consolidated balance sheets. We recognized an unrealized loss
of $1.0 million in our consolidated statements of operations upon reclassifying the loan to held for sale as the carrying value of the senior mortgage loan
exceeded fair value as determined by the agreed upon sale price of the loan and loan reserves. In January 2024, we closed the sale of the senior mortgage
loan. At the time of the sale, the senior mortgage loan was in maturity default due to the failure of the borrower to repay the outstanding principal balance of the
loan by the March 2023 maturity date. This $1.0 million unrealized loss was realized during the year ended December 31, 2024.

In February 2024, we received a discounted payoff on a senior mortgage loan with outstanding principal of $18.8 million, which was collateralized by a
multifamily property located in Washington. The discounted payoff was received in conjunction with a short sale of the multifamily property by the borrower to a
third party. At the time of the discounted payoff, the senior mortgage loan was in default due to the failure of the borrower to repay the outstanding principal
balance of the loan by the September 2023 maturity date. For the year ended December 31, 2024, we recognized a realized loss of $1.7 million in our
consolidated statements of operations upon the payoff of the senior mortgage loan as the carrying value exceeded the net proceeds from the payoff of the loan.

In March 2024, we received a discounted payoff on a senior mortgage loan with outstanding principal of $56.9 million, which was collateralized by an
office property located in Illinois. The discounted payoff was received in conjunction with a short sale of the office property by the borrower to a third party. At the
time of the discounted payoff, the senior mortgage loan was in default due to the failure of the borrower to repay the outstanding principal balance of the loan by
the February 2024 maturity date. For the year ended December 31, 2024, we recognized a realized loss of $43.1 million in our consolidated statements of
operations upon the payoff of the senior mortgage loan as the carrying value exceeded the net proceeds from the payoff of the loan.

In June 2024, we acquired legal title to an office property located in California through a foreclosure. The office property previously collateralized a $33.2
million senior mortgage loan held by us that was in maturity default due to the failure of the borrower to repay the outstanding principal balance of the loan by
the December 2023 maturity date. In conjunction with the foreclosure, we derecognized the $33.2 million senior mortgage loan and recognized the office
property as real estate owned. As we expected to complete a sale of the office property within the next twelve months, the office property was classified as real
estate owned held for sale and was carried at its estimated fair value at acquisition, less costs to sell. For the year ended December 31, 2024, we recognized a
realized loss of $16.4 million in our consolidated statements of operations on the derecognition of the senior mortgage loan as the estimated fair value less costs
to sell of the office property of $14.5 million and the net operating assets and liabilities held at the office property of $(0.1) million at acquisition was less than the
$30.8 million cost basis of the senior mortgage loan.

In September 2024, we acquired legal title to an office property located in North Carolina through a deed in lieu of foreclosure. The office property
previously collateralized a $68.6 million senior mortgage loan held by us that was in maturity default due to the failure of the borrower to repay the outstanding
principal balance of the loan by the May 2024 maturity date. In conjunction with the deed in lieu of foreclosure, we derecognized the $68.6 million senior
mortgage loan and recognized the office property as real estate owned. As we do not expect to complete a sale of the office property within the next twelve
months, the office property is classified as held for investment, and is carried at its estimated fair value at acquisition and is presented net of accumulated
depreciation or amortization and impairment charges. For the year ended December 31, 2024, we recognized a realized loss of $5.8 million in our consolidated
statements of operations on the derecognition of the senior mortgage loan as the fair value of the office property at acquisition of $60.2 million and the net
operating assets and liabilities held at the office property of $(0.2) million at acquisition was less than the $65.8 million cost basis of the senior mortgage loan.

In November 2024, we determined that a mezzanine loan with outstanding principal of $18.5 million, which was collateralized by an office property
located in New Jersey, was no longer collectible and the loan was written-off. At the time of the write-off, the mezzanine loan was in default due to the borrower
not making its contractual interest payments due subsequent to the December 2023 interest payment date. For the year ended December 31, 2024, we
recognized a realized loss of $15.7 million in our consolidated statements of operations upon the write-off, which was equal to the carrying value of the
mezzanine loan.
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In January 2023, we closed the sale of a senior mortgage loan with outstanding principal of $14.3 million, which was collateralized by a residential
property located in California, to a third party. At the time of the sale, the senior mortgage loan was in maturity default due to the failure of the borrower to repay
the outstanding principal balance of the loan by the May 2021 maturity date. For the year ended December 31, 2023, we recognized a realized loss of $5.6
million in our consolidated statements of operations upon the sale of the senior mortgage loan as the carrying value exceeded the sale price of the loan.

In September 2023, we received a discounted payoff of a senior mortgage loan with outstanding principal of $35.0 million, which was collateralized by a
hotel property located in Illinois. The discounted payoff was received in conjunction with a short sale of the hotel property by the borrower to a third party. At the
time of the discounted payoff, the senior mortgage loan was in default due to the failure of the borrower to make certain contractual reserve deposits by the May
2022 due date and due to the borrower not making its contractual interest payments due subsequent to the January 2023 interest payment date. For the year
ended December 31, 2023, we recognized a realized loss of $4.9 million in our consolidated statements of operations upon the payoff of the senior mortgage
loan as the carrying value exceeded the net proceeds from the payoff of the loan.

Change in Unrealized Losses on Loans Held for Sale

As described above, the sale of the senior mortgage loan with outstanding principal of $37.9 million, which was collateralized by a mixed-use property
located in California, had not yet closed as of December 31, 2023. As such, we recognized an unrealized loss of $1.0 million in our consolidated statements of
operations upon reclassifying the loan to held for sale for the year ended December 31, 2023. In January 2024, we closed the sale of the senior mortgage loan
and the $1.0 million unrealized loss related to this senior mortgage loan for the year ended December 31, 2023 was realized during the year ended December
31, 2024.

Realized Loss on Sale of Real Estate Owned

For the year ended December 31, 2024, we recognized a $2.3 million realized loss on the sale of the office property that was recognized as real estate
owned held for sale as the net sale proceeds were less than the net carrying value of the office property as of the sale closing date.

For the years ended December 31, 2023 and 2022

The comparison of our results of operations for the fiscal years ended December 31, 2023 and 2022 can be found in our annual report on Form 10-K for
the fiscal year ended December 31, 2023 located within Part II, Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations,
which is incorporated by reference herein.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity is a measure of our ability to meet potential cash requirements, including ongoing commitments to repay borrowings, fund and maintain our
assets and operations, make distributions to our stockholders, repurchase shares and other general business needs. We use significant cash to purchase our
target investments, make principal and interest payments on our borrowings, make distributions to our stockholders and fund our operations.

Our primary sources of cash generally consist of unused borrowing capacity under our Secured Funding Agreements, payments of principal and interest
we receive on our portfolio of assets, cash generated from our operating activities and the net proceeds of future equity offerings, if any. Principal repayments
from mortgage loans in securitizations where we retain the subordinate securities are applied sequentially, first used to pay down the senior notes, and
accordingly, we will not receive any proceeds from repayment of loans in the securitizations until all senior notes are repaid in full.

We expect our primary sources of cash to continue to be sufficient to fund our operating activities and cash commitments for investing and financing
activities for at least the next 12 months and thereafter for the foreseeable future. As a result of the current macroeconomic environment, certain borrowers have
been unable to make interest and principal payments timely, including at the maturity date of the borrower’s loan. We increase our CECL Reserve from time to
time, as necessary, to reflect this risk. Our Secured Funding Agreements contain margin call provisions following the occurrence of certain mortgage loan credit
events. 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, require the posting of
additional collateral, including cash to satisfy margin calls, and enforce their interests against existing collateral. For example, certain of our Financing
Agreements contain (i) negative covenants that limit, among other things, our ability to repurchase our common stock, make distributions to our
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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 and loan concentration. We are also subject to cross-default and acceleration rights with
respect to our Financing Agreements. If we experience borrower default as a result of the current macroeconomic conditions, we may not be able to negotiate
modifications to our borrowings with our lenders or receive financing from our Secured Funding Agreements with respect to our commitments to fund our loans
held for investment in the future. See “Summary of Financing Agreements” below for a description of our Financing Agreements.

Subject to maintaining our qualification as a REIT and our exemption from registration under the 1940 Act, we expect that our primary sources of
liquidity will be financing, to the extent available to us, through credit, secured funding and other lending facilities, other sources of private financing, including
warehouse and repurchase facilities, and public or private offerings of our equity or debt securities. Macroeconomic conditions may impair our ability to access
the financing and capital markets. Furthermore, we have sold, and may continue to sell certain of our mortgage loans, or interests therein, in order to manage
liquidity needs. Subject to maintaining our qualification as a REIT, we may also change our dividend practice, including by reducing the amount of, or temporarily
suspending, our future dividends or making dividends that are payable in cash and shares of our common stock for some period of time. We may also continue
or discontinue share repurchases under the Repurchase Program. In addition, our FL3 CLO Securitization and our FL4 CLO Securitization (together, our “CLO
Securitizations”) contain certain senior note overcollateralization ratio tests. 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 any
senior note overcollateralization ratio and we may incur significant losses. Our sources of liquidity may be impacted to the extent we do not receive cash
payments that we would otherwise expect to receive from the CLO Securitizations if these tests were met.

Ares Management or one of its investment vehicles may originate mortgage loans. We have had and may continue to have the opportunity to purchase
such loans that are determined by our Manager in good faith to be appropriate for us, depending on our available liquidity. Ares Management or one of its
investment vehicles may also acquire mortgage loans from us.

We have commitments to fund various senior mortgage loans, as well as subordinated debt and preferred equity investments in our portfolio. Other than
as set forth in this annual report on Form 10-K, we do not have any relationships with unconsolidated entities or financial partnerships, such as entities often
referred to as structured investment vehicles, special purpose entities or variable interest entities, established to facilitate off-balance sheet arrangements or
other contractually narrow or limited purposes. Further, we have not guaranteed any obligations of unconsolidated entities or entered into any commitment or
intend to provide additional funding to any such entities.

As of February 10, 2025, we had approximately $201 million in liquidity including $139 million of cash and $62 million of availability under our Secured
Funding Agreements.

Cash Flows

The following table sets forth changes in cash, cash equivalents and restricted cash for the years ended December 31, 2024 and 2023 ($ in thousands):

 For the Years Ended December 31,

2024 2023

Net income (loss) $ (34,993) $ (38,867)

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities 70,542 85,656 

Net cash provided by (used in) operating activities 35,549 46,789 

Net cash provided by (used in) investing activities 427,914 127,460 

Net cash provided by (used in) financing activities (507,628) (205,068)

Change in cash, cash equivalents and restricted cash $ (44,165) $ (30,819)

During the years ended December 31, 2024 and 2023, cash, cash equivalents and restricted cash decreased by $44.2 million and $30.8 million,
respectively.
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Operating Activities

For the years ended December 31, 2024 and 2023, net cash provided by operating activities totaled $35.5 million and $46.8 million, respectively. For
the year ended December 31, 2024, adjustments to net income (loss) related to operating activities primarily included the net reversal of current expected credit
losses of $18.2 million, accretion of discounts, deferred loan origination fees and costs of $5.0 million, amortization of deferred financing costs of $5.1 million,
change in other assets of $1.9 million and realized losses on loans of $83.6 million. For the year ended December 31, 2023, adjustments to net income (loss)
related to operating activities primarily included the provision for current expected credit losses of $91.8 million, accretion of discounts, deferred loan origination
fees and costs of $6.1 million, amortization of deferred financing costs of $3.9 million, change in other assets of $19.9 million and realized losses on loans of
$10.5 million.

 
Investing Activities

For the years ended December 31, 2024 and 2023, net cash provided by investing activities totaled $427.9 million and $127.5 million, respectively. This
change in net cash provided by investing activities was primarily a result of the cash received from principal collections and cost-recovery proceeds on loans
held for investment and from the sale of loans and real estate owned held for sale exceeding the cash used for the origination and funding of loans held for
investment for the year ended December 31, 2024.

 
Financing Activities

For the year ended December 31, 2024, net cash used in financing activities totaled $507.6 million and was primarily related to repayments of our
Secured Funding Agreements of $188.1 million, repayment in full and termination of our $105.0 million recourse note, repayments of debt of consolidated VIEs
of $267.9 million, repayments of our Secured Term Loan of $20.0 million and dividends paid of $59.6 million, partially offset by proceeds from our Secured
Funding Agreements of $136.8 million. For the year ended December 31, 2023, net cash used in financing activities totaled $205.1 million and was primarily
related to repayments of our Secured Funding Agreements of $109.1 million, repayments of debt of consolidated VIEs of $55.1 million, dividends paid of $76.0
million and repurchases of our common stock of $4.6 million, partially offset by proceeds from our Secured Funding Agreements of $43.7 million.

For the years ended December 31, 2023 and 2022

The comparison of our cash flows for the fiscal years ended December 31, 2023 and 2022 can be found in our annual report on Form 10-K for the fiscal
year ended December 31, 2023 located within Part II, Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations, which is
incorporated by reference herein.
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Summary of Financing Agreements
 
The sources of financing, as applicable in a given period, under our Secured Funding Agreements, Notes Payable and the Secured Term Loan

(collectively, the “Financing Agreements”) are described in the following table ($ in thousands):

As of

December 31, 2024 December 31, 2023

Total 

Commitment

Outstanding

Balance Interest Rate Maturity Date

Total 

Commitment

Outstanding

Balance Interest Rate Maturity Date

Secured Funding Agreements:

Wells Fargo Facility $ 450,000 $ 210,216 SOFR+1.50 to 3.75% December 15, 2025 (1) $ 450,000 $ 208,540 SOFR+1.50 to 3.75% December 15, 2025 (1)

Citibank Facility 325,000 228,727 SOFR+1.50 to 2.60% January 13, 2027 (2) 325,000 221,604 SOFR+1.50 to 2.10% January 13, 2025 (2)

CNB Facility 75,000 — SOFR+3.25% March 10, 2025 (3) 75,000 — SOFR+2.65% March 11, 2024 (3)

MetLife Facility — — — — (4) 180,000 — SOFR+2.50% August 13, 2024

Morgan Stanley Facility 250,000 149,525 SOFR+1.60 to 3.50% July 16, 2025 (5) 250,000 209,673 SOFR+1.60 to 3.10% July 16, 2025 (5)

Subtotal $ 1,100,000 $ 588,468 $ 1,280,000 $ 639,817 

Notes Payable $ — $ — — — (6) $ 105,000 $ 105,000 SOFR+2.00% July 28, 2025 (6)

Secured Term Loan $ 130,000 $ 130,000 4.50% November 12, 2026 (7) $ 150,000 $ 150,000 4.50% November 12, 2026 (7)

Total $ 1,230,000 $ 718,468 $ 1,535,000 $ 894,817 

_____________________________

(1) The maturity date of the master repurchase funding facility with Wells Fargo Bank, National Association (the “Wells Fargo Facility”) is subject to two 12-
month extensions at our option, each of which may be exercised at our option provided that certain conditions are met and applicable extension fees are
paid. The maximum commitment may be increased to up to $500.0 million at our option, subject to the satisfaction of certain conditions, including
payment of an upsize fee.

(2) In December 2024, we amended the master repurchase facility with Citibank, N.A. ("Citibank") (the “Citibank Facility”) to, among other things, extend
the initial maturity date of the Citibank Facility to January 13, 2027, subject to two 12-month extensions, each of which may be exercised at our option
provided that certain conditions are met and applicable extension fees are paid. The amendment also included an accordion provision such that the
maximum commitment for the Citibank Facility may be increased to up to $425.0 million by up to two increments of $50.0 million with the consent of
Citibank, subject to the satisfaction of certain conditions, including payment of an upsize fee.

(3) In January 2024, we amended the CNB Facility to, among other things: (1) extend the initial maturity date of the CNB Facility to March 10, 2025, subject
to one 12-month extension, which may be exercised at our option if certain conditions described in the CNB Facility are met, including applicable
extension fees being paid, which, if exercised, would extend the maturity date to March 10, 2026 and (2) set the interest rate on advances under the
CNB Facility to a per annum rate equal to the sum of, at our option, either (a) a SOFR-based rate plus 3.25% or (b) a base rate plus 2.25%, in each
case, subject to an interest rate floor. Amount immediately available under the CNB Facility at any given time can fluctuate based on the fair value of
the collateral in the borrowing base that secures the CNB Facility. As of December 31, 2024, there was approximately $42.0 million immediately
available under the CNB Facility based on the fair value of the collateral in the borrowing base at such time. The amount immediately available under
the CNB Facility may be increased to up to $75.0 million by the pledge of additional collateral into the borrowing base in accordance with the CNB
Facility agreement.

(4) In May 2024, we elected to terminate the MetLife Facility prior to its scheduled maturity on August 13, 2024 as the facility had no outstanding balance.
(5) The master repurchase and securities contract with Morgan Stanley (the “Morgan Stanley Facility”) is subject to one 12-month extension, which may be

exercised at our option provided that certain conditions are met and applicable extension fees are paid.
(6) A wholly owned subsidiary of ours was party to a Credit and Security Agreement with the lender referred to therein, which provided for a $105.0 million

note. The $105.0 million note was subject to two 12-month extensions, each of which may have been exercised at our option provided that certain
conditions were met and applicable extension fees
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were paid. In September 2024, we elected to repay in full and terminate the $105.0 million note prior to its scheduled maturity on July 28, 2025.
(7) The maturity date of the Credit and Guaranty Agreement with the lenders referred to therein and Cortland Capital Market Services LLC, as

administrative agent and collateral agent for the lenders (the “Secured Term Loan”) is November 12, 2026. In May 2024, we amended the Secured
Term Loan to, among other things: (1) change the schedule of interest rate increases on advances under the Secured Term Loan to the following fixed
rates: (i) 4.50% per annum until May 1, 2025 and (ii) after May 1, 2025 through November 12, 2026, the interest rate increases 0.25% every three
months and (2) add a contingent interest rate increase of 4.00% if the outstanding principal amount of the Secured Term Loan is not paid down to the
following amounts on specific dates as follows: (i) $135.0 million as of August 1, 2024, (ii) $130.0 million as of November 1, 2024, (iii) $120.0 million as of
February 1, 2025, (iv) $110.0 million as of May 1, 2025, (v) $100.0 million as of August 1, 2025 and (vi) $90.0 million as of November 1, 2025. In
connection with the amendment and concurrently therewith, we paid down $10.0 million of outstanding principal on the Secured Term Loan at par. In
addition, in each of August 2024 and September 2024, we elected to repay $5.0 million of outstanding principal on the Secured Term Loan at par and
thus, the total commitment of the Secured Term Loan was reduced to $130.0 million.

Our Financing Agreements contain various affirmative and negative covenants, including negative pledges, and provisions related to events of default
that are normal and customary for similar financing agreements. As of December 31, 2024, we were in compliance with all financial covenants of each
respective Financing Agreement. We may be required to fund commitments on our loans held for investment in the future and we may not receive funding from
our Secured Funding Agreements with respect to these commitments. See Note 6 to our consolidated financial statements included in this annual report on
Form 10-K for more information on our Financing Agreements.

Securitizations

As of December 31, 2024, the carrying amount and outstanding principal of our CLO Securitizations was $455.8 million and $456.0 million, respectively.
See Note 16 to our consolidated financial statements included in this annual report on Form 10-K for additional terms and details of our CLO Securitizations.

Leverage Policies

We intend to use prudent amounts of leverage to increase potential returns to our stockholders. To that end, subject to maintaining our qualification as a
REIT and our exemption from registration under the 1940 Act, we intend to continue to use borrowings to fund the origination or acquisition of our target
investments. Given current macroeconomic conditions and our focus on first or senior mortgages, we currently expect that such leverage would not exceed, on
a debt-to-equity basis, a 4.5-to-1 ratio. Our charter and bylaws do not restrict the amount of leverage that we may use. The amount of leverage we deploy for
particular investments in our target investments depends upon our Manager’s assessment of a variety of factors, which includes, among others, our liquidity
position, the anticipated liquidity and price volatility of the assets in our loans held for investment portfolio, the potential for losses and extension risk in our
portfolio, the gap between the duration of our assets and liabilities, including hedges, the availability and cost of financing the assets, our opinion of the
creditworthiness of our financing counterparties, the impact of the macroeconomic environment on the United States economy generally or in specific
geographic regions and commercial mortgage markets, our outlook for the level and volatility of interest rates, the slope of the yield curve, the credit quality of
our assets, the collateral underlying our assets, and our outlook for asset spreads relative to the SOFR curve or another alternative interest index rate
commonly used for floating rate loans.

CONTRACTUAL OBLIGATIONS AND COMMITMENTS

Our contractual obligations as of December 31, 2024 are described in the following table ($ in thousands):
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Total
Less than

1 year 1 to 3 years 3 to 5 years
More than

5 years

Wells Fargo Facility $ 210,216 $ 210,216 $ — $ — $ — 

Citibank Facility 228,727 — 228,727 — — 

CNB Facility — — — — — 

Morgan Stanley Facility 149,525 149,525 — — — 

Secured Term Loan 130,000 — 130,000 — — 

Future Loan Funding Commitments 74,577 26,412 32,190 15,975 — 

Total $ 793,045 $ 386,153 $ 390,917 $ 15,975 $ — 

The table above does not include the related interest expense under the Secured Funding Agreements and the Secured Term Loan, as all our interest
is variable. Additionally, the table above does not include extension options, as applicable, under the Secured Funding Agreements and the Secured Term
Loan.

We may enter into certain contracts that may contain a variety of indemnification obligations, principally with underwriters and counterparties to
repurchase agreements. The maximum potential future payment amount we could be required to pay under these indemnification obligations may be unlimited.

Other than as set forth in this annual report on Form 10-K, we do not have any relationships with unconsolidated entities or financial partnerships, such
as entities often referred to as structured investment vehicles, special purpose entities or variable interest entities, established to facilitate off-balance sheet
arrangements or other contractually narrow or limited purposes. Further, we have not guaranteed any obligations of unconsolidated entities or entered into any
commitment or intend to provide additional funding to any such entities.

Management Agreement
    
We are also required to pay our Manager a base management fee of 1.5% of our stockholders' equity per year, an incentive fee and expense

reimbursements pursuant to our Management Agreement. The table above does not include the amounts payable to our Manager under our Management
Agreement as they are not fixed and determinable. See Note 14 to our consolidated financial statements included in this annual report on Form 10-K for
additional terms and details of the fees payable under our Management Agreement.

Dividends

We elected to be taxed as a REIT for United States federal income tax purposes and, as such, anticipate annually distributing to our stockholders at
least 90% of our REIT taxable income, prior to the deduction for dividends paid. If we distribute less than 100% of our REIT taxable income in any tax year
(taking into account any distributions made in a subsequent tax year under Sections 857(b)(9) or 858 of the Code), we will pay tax at regular corporate rates on
that undistributed portion. Furthermore, if we distribute less than the sum of 1) 85% of our ordinary income for the calendar year, 2) 95% of our capital gain net
income for the calendar year and 3) any undistributed shortfall from our prior calendar year (the “Required Distribution”) to our stockholders during any calendar
year (including any distributions declared by the last day of the calendar year but paid in the subsequent year), then we are required to pay non-deductible
excise tax equal to 4% of any shortfall between the Required Distribution and the amount that was actually distributed. Any of these taxes would decrease cash
available for distribution to our stockholders. The 90% distribution requirement does not require the distribution of net capital gains. However, if we elect to retain
any of our net capital gain for any tax year, we must notify our stockholders and pay tax at regular corporate rates on the retained net capital gain. The
stockholders must include their proportionate share of the retained net capital gain in their taxable income for the tax year, receive a credit for their share of the
tax paid by such REIT, and are deemed to have paid the REIT’s tax on their proportionate share of the retained capital gain. Furthermore, such retained capital
gain may be subject to the nondeductible 4% excise tax. If we determine that our estimated current year taxable income (including net capital gain) will be in
excess of estimated dividend distributions (including capital gains dividends) for the current year from such income, we accrue excise tax on a portion of the
estimated excess taxable income as such taxable income is earned.

Before we make any distributions, whether for United States federal income tax purposes or otherwise, we must first meet both our operating and debt
service requirements under on our Financing Agreements and other debt payable. If our cash available for distribution is less than our REIT taxable income, we
could be required to sell assets or borrow funds to make cash
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distributions or we may elect to make a portion of the Required Distribution in the form of a taxable stock distribution or distribution of debt securities.

Item 7A.    Quantitative and Qualitative Disclosures About Market Risk

As part of our risk management strategy, our Manager closely monitors our portfolio and actively manages the credit, interest rate, market, prepayment,
financing, real estate and inflation risks associated with holding a portfolio of our target investments. We manage our portfolio through an interactive process
with our Manager and Ares Management. Our Manager has an Investment Committee that oversees compliance with our investment strategy and guidelines,
loans held for investment portfolio holdings and financing strategy. We seek to manage our risks related to the credit quality of our assets, interest rates, liquidity,
prepayment rates and market value while, at the same time, seeking to provide an opportunity to stockholders to realize attractive risk-adjusted returns through
ownership of our capital stock. While we do not seek to avoid risk completely, we believe the risks can be quantified from historical experience and seek to
actively manage those risks, to earn sufficient compensation to justify taking those risks and to maintain capital levels consistent with the risks we undertake.

Credit Risk

We are subject to varying degrees of credit risk in connection with holding our target investments. We have exposure to credit risk on our CRE loans
held for investment and available-for-sale debt securities. Our Manager seeks to manage credit risk by performing a due diligence process prior to origination or
acquisition and through the use of non-recourse financing, when and where available and appropriate. Credit risk is also addressed through our Manager’s
ongoing review of our loans held for investment portfolio. In addition, with respect to any particular target investment, our Manager’s investment team evaluates,
among other things, relative valuation, comparable analysis, supply and demand trends, shape of yield curves, delinquency and default rates, recovery of
various sectors and vintage of collateral.

In the current macroeconomic environment, certain borrowers have not been able to repay principal upon the loan maturity and may not be able to
qualify for loan extensions. Additionally, if tenants are not able to pay rent to their landlords, property owners may not be able to make payments to their lenders.
We have continued regular dialogue with our borrowers and our financing providers to assess this credit risk.

Interest Rate Risk
 
Interest rates are highly sensitive to many factors, including fiscal and monetary policies and domestic and international economic and political

considerations, as well as other factors beyond our control. We are subject to interest rate risk in connection with our assets and our related financing
obligations, including our borrowings under the Financing Agreements. We primarily originate or acquire floating rate mortgage assets and finance those assets
with index-matched floating rate liabilities. As a result, we significantly reduce our exposure to changes in portfolio value and cash flow variability related to
changes in interest rates. However, 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, there can be no assurance that we will be able to effectively hedge our interest rate risk. As of December 31, 2024, we did not have
hedging or derivative financial instruments in place.

 
In addition to the risks discussed above, there is also the risk of non-performance on floating rate assets. In the case of a significant increase in interest

rates, the additional debt service payments due from our borrowers may strain the operating cash flows of the real estate assets underlying our mortgages and,
potentially, contribute to non-performance or, in severe cases, default, which may be mitigated by borrower purchased interest rate caps.

74



Table of Contents

Interest Rate Effect on Net Income

Our interest income and expense will generally change directionally with index rates. The impact of declining interest rates may be mitigated by interest
rate floors and the impact of rising or declining interest rates may be mitigated by certain hedging transactions that we have entered into or may enter into in the
future. The following table estimates the hypothetical increases/(decreases) in net income for a twelve month period, assuming (1) an immediate increase or
decrease in 30-day SOFR as of December 31, 2024 and (2) no change in the outstanding principal balance of our loans held for investment portfolio, available-
for-sale debt securities and borrowings as of December 31, 2024 ($ in millions):

Change in 30-Day SOFR Increase/(Decrease) in Net Income

Up 100 basis points $3.1

Up 50 basis points $1.5

Down 50 basis points $(1.5)

Down 100 basis points $(3.1)

SOFR at 0 basis points $(3.2)

The severity of any such impact depends on our asset/liability composition at the time as well as the magnitude and duration of the interest rate increase
and any applicable floors or hedging transactions. If any of these events happen, we could experience a decrease in net income or incur a net loss during these
periods, which could adversely affect our liquidity and results of operations.

 
Interest Rate Floor Risk

 
We primarily originate or acquire floating rate mortgage and mortgage-related assets. Some of these mortgage assets may be subject to interest rate

floors. Similarly, some of our borrowing costs may be subject to interest rate floors. In a period of decreasing interest rates, the interest rate yields on our floating
rate mortgage assets could decrease, while the interest rate costs on certain of our borrowings could be fixed at a higher floor. In addition, a decrease in interest
rates or tightening credit spreads increases the likelihood that certain of our investments will be refinanced at lower rates. These factors could lower our net
interest income or cause a net loss during periods of decreasing interest rates, which would harm our financial condition, cash flows and results of operations.

Market Risk

The estimated fair values of our investments fluctuate primarily due to changes in index rates, changes in credit spreads and other factors. In general, in
a rising interest rate environment, whether due to increases in index rates or credit spreads, the estimated fair value of our fixed-rate investments would
generally be expected to decrease; conversely, in a decreasing interest rate environment, whether due to decreases in index rates or credit spreads, the
estimated fair value of our fixed-rate investments would generally be expected to increase. Also, in general, in a widening credit spread environment, the
estimated fair value of our floating rate investments would generally be expected to decrease. However, in a compressing credit spread environment, the
estimated fair value of our floating rate investments may not increase, particularly if prepayment restrictions are not in place and our floating rate investments are
fully prepayable. As market volatility increases or liquidity decreases, the fair value of our investments and liabilities may be adversely impacted.
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Prepayment and Securitizations Repayment Risk

Our net income (loss) and earnings may be affected by prepayment rates on our existing CRE loans. When we originate our CRE loans, we anticipate
that we will generate an expected yield. When borrowers prepay their CRE loans faster than we expect, we may be unable to replace these CRE loans with new
CRE loans that will generate yields which are as high as the prepaid CRE loans. If prepayment rates decrease in a high interest rate environment, 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. This could have a negative impact on our results of operations. In some 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.
Additionally, principal repayment proceeds from mortgage loans in the CLO Securitizations are applied sequentially, first used to pay down the senior notes in
the CLO Securitizations. We will not receive any proceeds from the repayment of loans in the CLO Securitizations until all senior notes are repaid in full.

Financing Risk

We borrow funds under our Financing Agreements to finance our target assets. We may be subject to risk arising from a default by one of several large
banking institutions that are dependent on one another to meet their liquidity or operational needs, so that a default by one institution may cause a series of
defaults by the other institutions, and may impact the liquidity of our lenders and their willingness to provide us with borrowings to finance our target assets and
other needs.

In addition, our Secured Funding Agreements contain margin call provisions following the occurrence of certain mortgage loan credit events. 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, require the posting of additional
collateral, including cash to satisfy margin calls, and enforce their interests against existing collateral. For example, certain of our 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 and loan concentration. We are also subject to cross-default and acceleration rights with respect to our Financing
Agreements. In addition, our CLO Securitizations contain certain senior note overcollateralization ratio tests. 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 any senior note overcollateralization ratio and we may incur significant losses. Our sources of liquidity may be impacted to the extent
we do not receive cash payments that we would otherwise expect to receive from the CLO Securitizations if these tests were met. Additionally, in such a case,
interest income may continue to accrue for the holders of subordinate securities within the CLO Securitizations notwithstanding the cash being used to repay
principal on the more senior securities. This would cause us to recognize income but not have a corresponding amount of cash available for operations or for
distribution to our stockholders.

Continued weakness or volatility in the financial markets, the commercial real estate and mortgage markets and the economy generally could adversely
affect one or more of our lenders or potential lenders and could cause one or more of our lenders or potential lenders to be unwilling or unable to provide us with
financing or to increase the costs of that financing. From time to time, capital markets may also experience periods of disruption and instability, which may
adversely affect our ability to refinance our financing arrangements.

Real Estate Risk
 
Our real estate investments and the value of real estate owned are subject to volatility and may be affected adversely by a number of factors, including,

but not limited to, national, regional and local economic conditions (which may be adversely affected by industry slowdowns and other factors); local real estate
conditions; changes or continued weakness in specific industry segments; local markets with a significant exposure to the energy sector; construction quality,
age and design; demographic factors; insurance costs; and retroactive changes to building or similar codes. Higher interest rates and persistent inflation have
had, and continue to have, an adverse impact on industries whose properties serve as collateral for some of our portfolio investments. Similarly, increased
demand for work-from-home arrangements and elevated costs to operate, improve or repurpose office properties have impacted the operations of office
properties and rising operating costs, such as property insurance, have further pressured cash flow performance of commercial real estate. Decreases in
property values reduce the value of the collateral and the potential proceeds available to a borrower to repay the underlying loan or loans, as the case may be,
and reduce the value of properties that we own as a result of default on the underlying loan, each of which could cause us to suffer losses. We seek to manage
these risks through our underwriting and asset management processes.

76



Table of Contents

Inflation Risk
 
Virtually all of our assets and liabilities are sensitive to interest rates. As a result, interest rates and other factors influence our performance far more so

than does inflation. Changes in interest rates do not necessarily correlate with inflation rates or changes in inflation rates but adverse changes in inflation or
changes in inflation expectations can lead to lower returns on our investments than originally anticipated. Current levels of inflation could exacerbate this
possibility. In each case, in general, our activities and balance sheet are measured with reference to historical cost and/or fair market value without considering
inflation.

Item 8.    Financial Statements and Supplementary Data

See the Index to Consolidated Financial Statements included in this annual report on Form 10-K.

Item 9.    Changes In and Disagreements With Accountants on Accounting and Financial Disclosure

None.

Item 9A.    Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures. We maintain disclosure controls and procedures (as that term is defined in Rules 13a‑15(e) and
15d‑15(e) under the Exchange Act) that are designed to ensure that information required to be disclosed in our reports under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and
communicated to our management, including our principal executive officer and principal financial officer, as appropriate, to allow timely decisions regarding
required disclosures. Any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired
control objectives. Our management, with the participation of our principal executive officer and principal financial officer, has evaluated the effectiveness of the
design and operation of our disclosure controls and procedures as of December 31, 2024. Based upon that evaluation and subject to the foregoing, our principal
executive officer and principal financial officer concluded that, as of December 31, 2024, the design and operation of our disclosure controls and procedures
were effective to accomplish their objectives at the reasonable assurance level.

(b) Management’s Annual Report on Internal Control over Financial Reporting. Our management is responsible for establishing and maintaining
adequate internal control over financial reporting for the Company. Internal control over financial reporting is a process to provide reasonable assurance
regarding the reliability of our financial reporting for external purposes in accordance with accounting principles generally accepted in the United States of
America. Internal control over financial reporting includes maintaining records that in reasonable detail accurately and fairly reflect our transactions; providing
reasonable assurance that transactions are recorded as necessary for preparation of our consolidated financial statements; providing reasonable assurance that
receipts and expenditures of company assets are made in accordance with management authorization; and providing reasonable assurance that unauthorized
acquisition, use or disposition of company assets that could have a material effect on our consolidated financial statements would be prevented or detected on a
timely basis. Because of its inherent limitations, internal control over financial reporting is not intended to provide absolute assurance that a material
misstatement of our consolidated financial statements would be prevented or detected.

Management conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in Internal Control —
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on this evaluation, management
concluded that the Company's internal control over financial reporting was effective as of December 31, 2024. The Company's independent registered public
accounting firm, Ernst & Young LLP, has issued an audit report on the effectiveness of the Company's internal control over financial reporting.

    (c) Attestation Report of the Registered Public Accounting Firm. Our independent registered public accounting firm, Ernst & Young LLP, has issued an
attestation report on the effectiveness of our internal control over financial reporting, which is set forth under the heading “Report of Independent Registered
Public Accounting Firm” on page F-2.

    (d) Changes in Internal Control over Financial Reporting. There have been no changes in our internal control over financial reporting (as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the quarter ended December 31, 2024 that have materially affected, or that are reasonably likely
to materially affect, our internal control over financial reporting.
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Item 9B.    Other Information

Rule 10b5-1 Trading Plans

During the fiscal quarter ended December 31, 2024, none of our directors or executive officers adopted or terminated any contract, instruction or written
plan for the purchase or sale of our securities intended to satisfy the affirmative defense conditions of Rule 10b5-1(c) or any “non-Rule 10b5-1 trading
arrangement.”

Amendment to the Wells Fargo Facility

On February 10, 2025, ACRC Lender W LLC and ACRC Lender W TRS LLC, each a subsidiary of ours (collectively, “ACRC Lender W”), entered into
an amendment to the master repurchase funding facility with Wells Fargo Bank, National Association (the “Wells Fargo Facility”). The purpose of the
amendment was to, among other things, extend the initial maturity date and funding period of the Wells Fargo Facility to February 10, 2028. The maturity date of
the Wells Fargo Facility continues to be subject to two 12-month extensions, each of which may be exercised at ACRC Lender W’s option, subject to the
satisfaction of certain conditions and applicable extension fees being paid, which, if both were exercised, would extend the maturity date of the Wells Fargo
Facility to February 10, 2030.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not applicable.

PART III

Item 10.    Directors, Executive Officers and Corporate Governance

The information required by this item will be contained in the Company’s definitive Proxy Statement for its 2025 Annual Stockholder Meeting, to be filed
with the SEC within 120 days after December 31, 2024, and is incorporated herein by reference.

Item 11.    Executive Compensation

The information required by this item will be contained in the Company’s definitive Proxy Statement for its 2025 Annual Stockholder Meeting, to be filed
with the SEC within 120 days after December 31, 2024, and is incorporated herein by reference.

Item 12.    Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

On April 23, 2012, we adopted an equity incentive plan, which was amended and restated in June 2018 and further amended in May 2022 (as further
amended, the “Amended and Restated 2012 Equity Incentive Plan”). In April 2024, our board of directors authorized, and in May 2024, our stockholders
approved, the second amendment to the Amended and Restated 2012 Equity Incentive Plan, which increased the total number of shares of common stock we
may grant thereunder to 5,015,000 shares. Pursuant to our Amended and Restated 2012 Equity Incentive Plan, we may grant awards consisting of restricted
shares of our common stock, restricted stock units and/or other equity-based awards to our directors, our Manager and its personnel and other eligible awardees
under the plan. As of December 31, 2024, 51% of the shares reserved under our Amended and Restated 2012 Equity Incentive Plan, or a total of 2,543,513
restricted shares of our common stock, restricted stock units and/or other equity-based awards, had been granted and 49% of the shares reserved, or 2,471,487
shares remained available for future issuance under our Amended and Restated 2012 Equity Incentive Plan. Aside from our Amended and Restated 2012
Equity Incentive Plan, we have no other compensation plans or arrangements under which our securities may be issued (whether or not approved by our
stockholders). For further discussion of our Amended and Restated 2012 Equity Incentive Plan, see Note 10 to our consolidated financial statements included in
this annual report on Form 10-K.
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The following table presents certain information about our equity compensation plans as of December 31, 2024:

Plan Category

Number of securities to be
issued upon exercise of

outstanding options,
warrants and rights(1)

Weighted-average exercise
price of outstanding

options, warrants and
rights

Number of securities
remaining available for future

issuance under equity
compensation plans

(excluding securities reflected
in the first column of this

table)(2)

Equity compensation plans approved by stockholders 1,152,885 $ — 2,471,487 

Equity compensation plans not approved by stockholders — — — 

Total 1,152,885 $ — 2,471,487 

____________________________

(1) Consists of shares to be issued upon vesting of outstanding restricted stock units, which do not have an average exercise price.
(2) The securities shown in this column may be issued as restricted stock, restricted stock units and/or other equity-based awards to eligible awardees

under our Amended and Restated 2012 Equity Incentive Plan.

See Note 10 included in these consolidated financial statements for our schedule of non-vested share and share equivalents.

All other information required by this item will be contained in the Company’s definitive Proxy Statement for its 2025 Annual Stockholder Meeting, to be
filed with the SEC within 120 days after December 31, 2024, and is incorporated herein by reference.

Item 13.    Certain Relationships and Related Party Transactions, and Director Independence

The information required by this item will be contained in the Company’s definitive Proxy Statement for its 2025 Annual Stockholder Meeting, to be filed
with the SEC within 120 days after December 31, 2024, and is incorporated herein by reference.

Item 14.    Principal Accountant Fees and Services

The information required by this item will be contained in the Company’s definitive Proxy Statement for its 2025 Annual Stockholder Meeting, to be filed
with the SEC within 120 days after December 31, 2024, and is incorporated herein by reference.
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PART IV

Item 15.    Exhibits and Financial Statement Schedules

The following documents are filed as part of this annual report:

1.    Financial Statements—See the Index to Consolidated Financial Statements on Page F-1.

2.    Financial Statement Schedules—None. We have omitted financial statement schedules because they are not required or are not applicable, or the
required information is shown in the consolidated financial statements or notes to the consolidated financial statements.

3.    Exhibits.

Exhibit
Number  Exhibit Description

3.1 Articles of Amendment and Restatement of Ares Commercial Real Estate Corporation (incorporated by reference to Exhibit
3.1 to the Company’s Form 10-K (File No. 001-35517), filed on March 1, 2016).

3.2 Second Amended and Restated Bylaws of Ares Commercial Real Estate Corporation (incorporated by reference to Exhibit
3.2 to the Company’s Form 10-K (File No. 001-35517), filed on February 15, 2023).

4.1 Description of Securities (incorporated by reference to Exhibit 4.1 to the Company's Form 10-K (File No. 001-35517), filed
on February 20, 2020).

10.1 Registration Rights Agreement, dated April 25, 2012, between Ares Commercial Real Estate Corporation and Ares
Investments Holdings LLC (incorporated by reference to Exhibits 10.1, 10.3, 10.4 and 10.5, as applicable, to the
Company’s Form 8‑K (File No. 001‑35517), filed on May 4, 2012).

10.2 Trademark License Agreement, dated April 25, 2012, between Ares Commercial Real Estate Corporation and Ares
Management LLC (incorporated by reference to Exhibits 10.1, 10.3, 10.4 and 10.5, as applicable, to the Company’s
Form 8‑K (File No. 001‑35517), filed on May 4, 2012).

10.3 Amended and Restated 2012 Equity Incentive Plan (incorporated by reference to Exhibits 10.1 and 10.3, as applicable, to
the Company’s Form S-8 (File No. 333-225891), filed on June 26, 2018).#

10.4 First Amendment to Ares Commercial Real Estate Corporation Amended and Restated Equity Incentive Plan (incorporated
by reference to Exhibit A to the Company’s definitive proxy statement on Schedule 14A for its 2022 Annual Meeting of
Stockholders (File No. 001-35517), filed on April 7, 2022).#

10.5 Second Amendment to Ares Commercial Real Estate Corporation Amended and Restated Equity Incentive Plan
(incorporated by reference to Exhibit A to the Company’s definitive proxy statement on Schedule 14A for its 2024 Annual
Meeting of Stockholders filed on April 4, 2024).#

10.6 Form of Restricted Stock Agreement (incorporated by reference to Exhibit 10.4 to the Company’s Registration Statement
on Amendment No. 3 to Form S‑1/A (File No. 333‑176841), filed on April 12, 2012).#

10.7 Form of Restricted Stock Agreement with officers (incorporated by reference to Exhibits 10.1 and 10.3, as applicable, to the
Company’s Form S-8 (File No. 333-225891), filed on June 26, 2018).#

10.8 Form of Restricted Stock Unit Award Agreement (incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K
(File No. 001-35517), filed on January 2, 2020).#

10.9 Form of Indemnification Agreement with directors and certain officers (incorporated by reference to Exhibits 10.1, 10.3,
10.4 and 10.5, as applicable, to the Company’s Form 8‑K (File No. 001‑35517), filed on May 4, 2012).#

10.10 Form of Indemnification Agreement with members of the Investment Committee and/or Underwriting Committee of Ares
Commercial Real Estate Management LLC (incorporated by reference to Exhibits 10.1, 10.3, 10.4 and 10.5, as applicable,
to the Company’s Form 8‑K (File No. 001‑35517), filed on May 4, 2012).#

10.11 Credit Agreement, dated as of March 12, 2014, by and among ACRC Lender LLC, as borrower, City National Bank, a
national banking association, as arranger and administrative agent, and the lenders party thereto (incorporated by
reference to Exhibits 10.1, 10.2, 10.3 and 10.4, as applicable, to the Company’s Form 8‑K (File No. 001‑35517), filed on
March 14, 2014).

10.12 Amendment Number One to Credit Agreement and Consent, dated as of July 30, 2014, by and among ACRC Lender LLC,
as borrower, City National Bank, a national banking association, as arranger and administrative agent, and the lenders
party thereto (incorporated by reference to Exhibit 10.6 to the Company’s Form 8‑K (File No. 001‑35517), filed on July 31,
2014).

10.13 Amendment No. 2 to Credit Agreement dated as of July 29, 2016, by and among ACRC Lender LLC, City National Bank, a
national banking association, as arranger and administrative agent, and the lenders party thereto (incorporated by
reference to Exhibits 10.4, 10.6, 10.8 and 10.9, as applicable, to the Company’s Form 10‑Q (File No. 001‑35517), filed on
August 4, 2016).
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10.14 Amendment No. 3 to Credit Agreement dated as of February 26, 2016, by and among ACRC Lender LLC, as borrower, City
National Bank, a national banking association, as arranger and administrative agent, and the lenders party thereto
(incorporated by reference to Exhibit 10.53 to the Company’s Form 10‑K (File No. 001‑35517), filed on March 1, 2016).

10.15 Amendment No. 4 to Credit Agreement and Amendment No. 1 to General Continuing Guaranty dated as of December 27,
2016, by and among, by and among ACRC Lender LLC, as borrower, Ares Commercial Real Estate Corporation, as
Guarantor and City National Bank, a national banking association, as administrative agent, and the lenders party thereto
(incorporated by reference to Exhibits 10.42 and 10.43, as applicable, to the Company’s Form 10‑K (File No. 001‑35517),
filed on March 1, 2018).

10.16 Reaffirmation and Consent to Amendment No. 4 to Credit Agreement and Amendment No. 1 to General Continuing
Guaranty dated as of December 27, 2016, by and among, by and among ACRC Lender LLC, as borrower, Ares
Commercial Real Estate Corporation, as Guarantor and City National Bank, a national banking association, as
administrative agent, and the lenders party thereto (incorporated by reference to Exhibits 10.42 and 10.43, as applicable, to
the Company’s Form 10‑K (File No. 001‑35517), filed on March 1, 2018).

10.17 Amendment No. 5 to Credit Agreement dated as of March 2, 2017, by and among ACRC Lender LLC, as borrower, Ares
Commercial Real Estate Corporation, as Guarantor and City National Bank, a national banking association, as
administrative agent, and the lenders party thereto (incorporated by reference to Exhibits 10.1, 10.2 and 10.3, as
applicable, to the Company’s Form 10-Q (File No. 001-35517), filed on May 2, 2017).

10.18 Amendment No. 6 to the Credit Agreement dated as of April 19, 2017, by and among, the several banks and other financial
institutions and lenders from time to time party hereto, each individually as a lender and, collectively, as the lenders, and
City National Bank, as administrative agent to the lenders, and ACRC Lender LLC, as the borrower (incorporated by
reference to Exhibits 10.1, 10.2 and 10.3, as applicable, to the Company’s Form 10-Q (File No. 001-35517), filed on August
3, 2017).

10.19 Amendment No. 7 to the Credit Agreement dated as of June 5, 2019, by and among, ACRC Lender LLC, as borrower, City
National Bank, a national banking association, as arranger and administrative agent, and the lenders party thereto
(incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K (File No. 001-35517), filed on June 7, 2019).

10.20 Amendment Number Eight to Credit Agreement and Amendment to General Continuing Guaranty, dated as of November
12, 2021, by and among ACRC Lender LLC, as borrower, City National Bank, a national banking association, as arranger
and administrative agent, the lenders party thereto, and Ares Commercial Real Estate Corporation, as guarantor
(incorporated by reference to Exhibit 10.3 to the Company’s Form 8-K (File No. 001-35517), filed on November 15, 2021).

10.21 General Continuing Guaranty, dated as of March 12, 2014, by Ares Commercial Real Estate Corporation, as guarantor, in
favor of City National Bank, a national banking association, as arranger and administrative agent (incorporated by
reference to Exhibits 10.1, 10.2, 10.3 and 10.4, as applicable, to the Company’s Form 8‑K (File No. 001‑35517), filed on
March 14, 2014).

10.22 Security Agreement, dated as of March 12, 2014, by ACRC Lender LLC, as borrower, in favor of City National Bank, a
national banking association, as arranger and administrative agent (incorporated by reference to Exhibits 10.1, 10.2, 10.3
and 10.4, as applicable, to the Company’s Form 8‑K (File No. 001‑35517), filed on March 14, 2014).

10.23 Intercompany Subordination Agreement, dated as of March 12, 2014, by and among ACRC Lender LLC, as borrower, and
Ares Commercial Real Estate Corporation, as guarantor, in favor of City National Bank, a national banking association, as
arranger and administrative agent (incorporated by reference to Exhibits 10.1, 10.2, 10.3 and 10.4, as applicable, to the
Company’s Form 8‑K (File No. 001‑35517), filed on March 14, 2014).

10.24 Master Repurchase Agreement, dated as of August 13, 2014, between ACRC Lender ML LLC, as seller, and Metropolitan
Life Insurance Company, as buyer (incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the Company’s
Form 8-K (File No. 001-35517), filed on August 18, 2014).

10.25 First Amendment to Master Repurchase Agreement, dated as of August 4, 2017, by and between ACRC Lender ML LLC,
as seller, and Metropolitan Life Insurance Company, as buyer (incorporated by reference to Exhibits 10.1 and 10.2, as
applicable, to the Company’s Form 8-K (File No. 001-35517), filed on August 9, 2017).

10.26 Second Amendment to Master Repurchase Agreement, dated August 4, 2020, by and between ACRC Lender ML LLC, as
seller, and Metropolitan Life Insurance Company, as buyer (incorporated by reference to Exhibit 10.1 to the Company’s
Form 10-Q (File No. 001-35517), filed on October 29, 2020).

10.27 Guaranty, dated as of August 13, 2014, by Ares Commercial Real Estate Corporation in favor of Metropolitan Life
Insurance Company (incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the Company’s Form 8-K (File
No. 001-35517), filed on August 18, 2014).

10.28 Amendment to Guaranty, dated as of September 22, 2016, by Ares Commercial Real Estate Corporation, as guarantor,
and Metropolitan Life Insurance Company, as buyer (incorporated by reference to Exhibit 10.11 to the Company’s Form
10-Q (File No. 001-35517), filed on November 3, 2016).

10.29 Reaffirmation of Guarantor, dated as of August 4, 2017, by Ares Commercial Real Estate Corporation in favor of
Metropolitan Life Insurance Company (incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the
Company’s Form 8-K (File No. 001-35517), filed on August 9, 2017).
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10.30 Reaffirmation of Guarantor dated August 4, 2020, by Ares Commercial Real Estate Corporation in favor of Metropolitan Life
Insurance Company (incorporated by reference to Exhibit 10.2 to the Company’s Form 10-Q (File No. 001-35517), filed on
October 29, 2020).

10.31 Second Amendment to Guaranty, dated as of February 10, 2022 by Ares Commercial Real Estate Corporation, as
guarantor, and Metropolitan Life Insurance Company, as buyer (incorporated by reference to Exhibit 10.62 to the
Company’s Form 10-K (File No. 001-35517), filed on February 15, 2022).

10.32 Master Repurchase Agreement, dated as of December 8, 2014, by and between ACRC Lender C LLC, as seller, and
Citibank, N.A., as buyer (incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the Company’s Form 8-K
(File No. 001-35517), filed on December 12, 2014).

10.33 Omnibus Amendment To Other Transaction Documents and Reaffirmation of Guaranty, dated as of December 8, 2014, by
and among ACRC Lender C LLC, ACRC Lender LLC, Ares Commercial Real Estate Corporation and Citibank, N.A
(incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the Company’s Form 8-K (File No. 001-35517), filed
on December 12, 2014).

10.34 Second Amended and Restated Substitute Guaranty Agreement, dated as of December 13, 2018, by Ares Commercial
Real Estate Corporation in favor of Citibank, N.A (incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the
Company’s Form 8-K (File No. 001-35517), filed on December 14, 2018).

10.35 First Amendment to Second Amended and Restated Substitute Guaranty Agreement, dated as of July 24, 2019, by and
among Ares Commercial Real Estate Corporation, as Guarantor, Citibank, N.A., as Buyer, and ACRC Lender C LLC, as
Seller (incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the Company’s Form 10-Q (File No. 001-
35517), filed on November 8, 2019).

10.36 Second Amendment to Second Amended and Restated Substitute Guaranty Agreement, dated as of February 10, 2022, by
and among Ares Commercial Real Estate Corporation, as guarantor, Citibank, N.A., as buyer and ACRC Lender C LLC, as
seller (incorporated by reference to Exhibit 10.60 to the Company’s Form 10-K (File No. 001-35517), filed on February 15,
2022).

10.37 First Amendment to Master Repurchase Agreement and Guaranty dated as of July 13, 2016, among ACRC Lender C LLC,
as borrower, Ares Commercial Real Estate Corporation, as guarantor, and Citibank, N.A., as lender (incorporated by
reference to Exhibits 10.4, 10.6, 10.8 and 10.9, as applicable, to the Company’s Form 10‑Q (File No. 001‑35517), filed on
August 4, 2016).

10.38 Second Amendment to Master Repurchase Agreement and Guaranty dated as of July 13, 2016, among ACRC Lender C
LLC, as borrower, Ares Commercial Real Estate Corporation, as guarantor, and Citibank, N.A., as lender (incorporated by
reference to Exhibit 10.1 to the Company’s Form 8-K (File No. 001-35517), filed on July 19, 2016).

10.39 Amended and Restated Fourth Amendment to Master Repurchase Agreement dated as of December 13, 2018, among
ACRC Lender C LLC, as seller, Ares Commercial Real Estate Corporation, as guarantor, and Citibank, N.A., as buyer
(incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the Company’s Form 8-K (File No. 001-35517), filed
on December 14, 2018).

10.40 Fifth Amendment to Master Repurchase Agreement, dated as of November 30, 2021, by and among, ACRC Lender C LLC,
as seller, Ares Commercial Real Estate Corporation, as guarantor, and Citibank, N.A., as buyer (incorporated by reference
to Exhibit 10.1 to the Company’s Form 8-K (File No. 001-35517), filed on December 1, 2021).

10.41 Sixth Amendment to Master Repurchase Agreement, dated as of January 13, 2022, by and among, ACRC Lender C LLC,
as seller, Ares Commercial Real Estate Corporation, as guarantor, and Citibank, N.A., as buyer (incorporated by reference
to Exhibit 10.1 to the Company’s Form 8-K (File No. 001-35517), filed on January 13, 2022).

10.42 Credit and Guaranty Agreement, dated as of December 9, 2015 by and among Ares Commercial Real Estate Corporation,
as borrower and ACRC Holdings LLC, ACRC Mezz Holdings LLC, ACRC CP Investor LLC and ACRC Warehouse
Holdings LLC, as guarantors, the lenders party thereto, Highbridge Principal Strategies, LLC, as administrative agent and
DBD Credit Funding LLC, as collateral agent (incorporated by reference to Exhibits 10.1, 10.2 and 10.3, as applicable, to
the Company’s Form 8-K (File No. 001-35517), filed on December 14, 2015).

10.43 Pledge and Security Agreement, dated as of December 9, 2015 among Ares Commercial Real Estate Corporation, ACRC
Holdings LLC, ACRC Mezz Holdings LLC, ACRC CP Investor LLC, ACRC Warehouse Holdings LLC and ACRC Lender
and DBD Credit Funding LLC, as collateral agent for the lenders (incorporated by reference to Exhibits 10.1, 10.2 and 10.3,
as applicable, to the Company’s Form 8-K (File No. 001-35517), filed on December 14, 2015).

10.44 Negative Pledge Agreement, dated as of December 9, 2015 by Ares Commercial Real Estate Corporation, ACRC KA JV
Investor LLC, ACRC Lender LLC, ACRC Champions Investor LLC and ACRE Capital Holdings LLC in favor of DBD Credit
Funding LLC, as collateral agent for the lenders (incorporated by reference to Exhibits 10.1, 10.2 and 10.3, as applicable, to
the Company’s Form 8-K (File No. 001-35517), filed on December 14, 2015).
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10.45 First Amendment to Credit and Guaranty Agreement dated as of December 22, 2017 and is entered into by and among,
Wilmington Trust, National Association, as grantor trust trustee, as lender, Cortland Capital Market Services LLC, as the
administrative agent and the collateral agent for the lenders, and Ares Commercial Real Estate Corporation, as borrower
and ACRC Holdings LLC, ACRC Mezz Holdings LLC, ACRC CP Investor LLC and ACRC Warehouse Holdings LLC, as
guarantors (incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K (File No. 001-35517), filed on December
29, 2017).

10.46 Amended and Restated Credit and Guaranty Agreement, dated as of November 12, 2021, by and among, Wilmington
Trust, National Association, as grantor trust trustee, as lender, Cortland Capital Market Services LLC, as the administrative
agent and the collateral agent for the lenders, and Ares Commercial Real Estate Corporation, as borrower, and ACRC
Holdings LLC, ACRC Mezz Holdings LLC and ACRC Warehouse Holdings LLC, as guarantors (incorporated by reference
to Exhibit 10.1 to the Company’s Form 8-K (File No. 001-35517), filed on November 15, 2021).

10.47 Reaffirmation Agreement, dated as of November 12, 2021, by and among, Cortland Capital Market Services LLC, as the
collateral agent for the lenders, and Ares Commercial Real Estate Corporation, as borrower ACRC Holdings LLC, ACRC
Mezz Holdings LLC and ACRC Warehouse Holdings LLC, as guarantors (incorporated by reference to Exhibit 10.2 to the
Company’s Form 8-K (File No. 001-35517), filed on November 15, 2021).

10.48 Indenture dated as of March 2, 2017 among ACRE Commercial Mortgage 2017-FL3 Ltd, as issuer, ACRE Commercial
Mortgage 2017-FL3 LLC as co-issuer, Wilmington Trust, National Association, as trustee, Wells Fargo Bank, National
Association, as note administrator, paying agent, calculation agent, transfer agent, authentication agent and custodian, and
Wells Fargo Bank, National Association, as advancing agent (incorporated by reference to Exhibits 10.1, 10.2 and 10.3, as
applicable, to the Company’s Form 10-Q (File No. 001-35517), filed on May 2, 2017).

10.49 First Supplemental Indenture dated as of August 16, 2017, to the Indenture, dated as of March 2, 2017 among ACRE
Commercial Mortgage 2017-FL3 Ltd, as issuer, ACRE Commercial Mortgage 2017-FL3 LLC as co-issuer, Wilmington
Trust, National Association, as trustee, Wells Fargo Bank, National Association, as note administrator, paying agent,
calculation agent, transfer agent, authentication agent and custodian, and Wells Fargo Bank, National Association, as
advancing agent (incorporated by reference to Exhibit 10.3 to the Company’s Form 10-Q (File No. 001-35517), filed on
November 1, 2017).

10.50 Amended and Restated Indenture dated as of January 11, 2019 among ACRE Commercial Mortgage 2017-FL3 Ltd., as
issuer, ACRE Commercial Mortgage 2017-FL3 LLC, as co-issuer, Wilmington Trust, National Association, as trustee, and
Wells Fargo Bank, National Association, as advancing agent and note administrator (incorporated by reference to Exhibits
10.1 and 10.2, as applicable, to the Company’s Form 10-Q (File No. 001-35517), filed on May 1, 2019).

10.51 First Supplement to Amended and Restated Indenture dated as of April 13, 2021, by and among ACRE Commercial
Mortgage 2017-FL3 Ltd., as issuer, ACRE Commercial Mortgage 2017-FL3 LLC, as co-issuer, Wells Fargo Bank, National
Association, as advancing agent and note administrator, and Wilmington Trust, National Association, as trustee
(incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K (File No. 001-35517), filed on April 19, 2021).

10.52 Mortgage Asset Purchase Agreement dated as of March 2, 2017 between ACRC Lender LLC, as seller and ACRE
Commercial Mortgage 2017-FL3 Ltd., as issuer (incorporated by reference to Exhibits 10.1, 10.2 and 10.3, as applicable, to
the Company’s Form 10-Q (File No. 001-35517), filed on May 2, 2017).

10.53 Second Amended and Restated Master Repurchase and Securities Contract dated as of May 1, 2017, by and among,
ACRC Lender W LLC, as existing seller, ACRC Lender W TRS LLC, as new seller, and Wells Fargo Bank, National
Association, as buyer (incorporated by reference to Exhibits 10.1, 10.2 and 10.3, as applicable, to the Company’s Form 10-
Q (File No. 001-35517), filed on August 3, 2017).

10.54 Reaffirmation Agreement dated as of May 1, 2017, by Ares Commercial Real Estate Corporation in favor of Wells Fargo
Bank, National Association (incorporated by reference to Exhibits 10.1, 10.2 and 10.3, as applicable, to the Company’s
Form 10-Q (File No. 001-35517), filed on August 3, 2017).

10.55 Amendment Number One to the Second Amended and Restated Master Repurchase and Securities Contract dated as of
December 14, 2018, by and among, ACRC Lender W LLC, as seller, ACRC Lender W TRS LLC, as seller, and Wells
Fargo Bank, National Association, as buyer (incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K (File No.
001-35517), filed on December 20, 2018).

10.56 Amendment Number Two to the Second Amended and Restated Master Repurchase and Securities Contract dated as of
December 11, 2020, by and among, ACRC Lender W LLC, as seller, ACRC Lender W TRS LLC, as seller, and Wells
Fargo Bank, National Association, as buyer (incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K (File No.
001-35517), filed on December 14, 2020).

10.57 Third Amended and Restated Master Repurchase and Securities Contract, dated as of February 10, 2022, by and among
ACRC Lender W LLC, as ACRC Seller, ACRC Lender W TRS LLC, as TRS Seller and Wells Fargo Bank, N.A., as buyer
(incorporated by reference to Exhibit 10.64 to the Company’s Form 10-K (File No. 001-35517), filed on February 15, 2022).

10.58 Amendment No. 1 to Third Amended and Restated Master Repurchase and Securities Contract, dated as of December 14,
2022, by and among, ACRC Lender W LLC, as seller, ACRC Lender W TRS LLC, as seller, and Wells Fargo Bank,
National Association, as buyer (incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K (File No. 001-35517),
filed on December 19, 2022).
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10.59 Mortgage Asset Purchase Agreement dated as of January 11, 2019, between ACRC Lender LLC, as seller and ACRE
Commercial Mortgage 2017-FL3 Ltd., as issuer (incorporated by reference to Exhibits 10.1 and 10.2, as applicable, to the
Company’s Form 10-Q (File No. 001-35517), filed on May 1, 2019).

10.60 Indenture dated as of January 28, 2021, among ACRE Commercial Mortgage 2021-FL4 Ltd, as issuer, ACRE Commercial
Mortgage 2021-FL4 LLC, as co-issuer, ACRC Lender LLC, as advancing agent, Wilmington Trust, National Association, as
trustee, and Wells Fargo Bank, National Association, as note administrator (incorporated by reference to Exhibit 10.1 to the
Company’s Form 8-K (File No. 001-35517), filed on January 28, 2021).

10.61 Mortgage Asset Purchase Agreement, dated as of January 28, 2021, between ACRC Lender LLC, as seller, and ACRE
Commercial Mortgage 2021-FL4 Ltd., as issuer, and agreed and acknowledged by ACRC 2017-FL3 Holder REIT LLC
(incorporated by reference to Exhibit 10.2 to the Company’s Form 8-K (File No. 001-35517), filed on January 28, 2021).

10.62 Amendment to Parent Guaranty and Indemnity, dated as of February 10, 2022, by and among Morgan Stanley Bank, N.A.,
as buyer, ACRC Lender MS LLC, as seller, and Ares Commercial Real Estate Corporation, as guarantor (incorporated by
reference to Exhibit 10.61 to the Company’s Form 10-K (File No. 001-35517), filed on February 15, 2022).

10.63 Second Amended and Restated Guarantee Agreement, dated as of February 10, 2022 by and among Ares Commercial
Real Estate Corporation, as guarantor, and Wells Fargo Bank, National Association, as buyer (incorporated by reference to
Exhibit 10.63 to the Company’s Form 10-K (File No. 001-35517), filed on February 15, 2022).

10.64 Second Amendment to Master Repurchase and Securities Contract Agreement, dated as of March 21, 2022, by and
between ACRC Lender MS LLC, as seller, and Morgan Stanley Bank, N.A., as buyer (incorporated by reference to Exhibit
10.7 to the Company’s Form 10-Q (File No. 001-35517), filed on May 3, 2022).

10.65 Amended and Restated Management Agreement, dated as of July 26, 2022, between Ares Commercial Real Estate
Management LLC and Ares Commercial Real Estate Corporation (incorporated by reference to Exhibit 10.3 to the
Company’s Form 10-Q (File No. 001-35517), filed on July 29, 2022).

10.66 Credit and Security Agreement, dated as of July 28, 2022, by and among Capital One, National Association, as
administrative agent and a lender, and ACRC Lender Co LLC, as borrower (incorporated by reference to Exhibit 10.4 to the
Company’s Form 10-Q (File No. 001-35517), filed on July 29, 2022).

10.67 Guaranty of Recourse Obligations, dated as of July 28, 2022, by and among Capital One, National Association, as
administrative agent, and Ares Commercial Real Estate Corporation, as guarantor (incorporated by reference to Exhibit
10.5 to the Company’s Form 10-Q (File No. 001-35517), filed on July 29, 2022).

10.68 Third Amendment to Master Repurchase and Securities Contract Agreement, dated as of July 27, 2023, by and between
ACRC Lender MS LLC, as seller, and Morgan Stanley Bank, N.A., as buyer (incorporated by reference to Exhibit 10.1 to
the Company’s Form 10-Q (File No. 001-35517), filed on August 2, 2023).

10.69 Amendment Number Nine to Credit Agreement, dated as of January 31, 2024, by and among, Ares Commercial Real
Estate Corporation, as guarantor, ACRC Lender LLC, as borrower, City National Bank, a national banking association, as
arranger and administrative agent, and the lenders party thereto (incorporated by reference to Exhibit 10.1 to the
Company’s Form 8-K (File No. 001-35517), filed on February 6, 2024).

10.70 Amendment Number Two to Third Amended and Restated Master Repurchase and Securities Contract and Amendment
No. 1 to Second Amended and Restated Guarantee Agreement, dated as of April 19, 2024, by and among ACRC Lender
W LLC, as seller, ACRC Lender W TRS LLC, as seller, Ares Commercial Real Estate Corporation, as Guarantor, and Wells
Fargo Bank, National Association, a national banking association, as buyer (incorporated by reference to Exhibit 10.2 to
the Company’s Form 10-Q (File No. 001-35517), filed on May 9, 2024).

10.71 Third Amendment to Second Amended and Restated Substitute Guaranty Agreement, dated as of April 23, 2024 by and
among Ares Commercial Real Estate Corporation, as guarantor, Citibank, N.A., a national banking association as buyer,
and ACRC Lender C, LLC, as Seller (incorporated by reference to Exhibit 10.3 to the Company’s Form 10-Q (File No. 001-
35517), filed on May 9, 2024).

10.72 Amendment Number Three to General Continuing Guaranty, dated as of April 26, 2024, by and among City National Bank,
a national banking association, as administrative agent, Ares Commercial Real Estate Corporation as guarantor, and the
lenders party thereto (incorporated by reference to Exhibit 10.4 to the Company’s Form 10-Q (File No. 001-35517), filed on
May 9, 2024).

10.73 First Amendment to Guaranty of Recourse Obligations, dated as of May 6, 2024, by and between Ares Commercial Real
Estate Corporation, as guarantor, and Capital One, National Association, a national banking association, as administrative
agent for the benefit of the Lenders, and as Lender (incorporated by reference to Exhibit 10.5 to the Company’s Form 10-Q
(File No. 001-35517), filed on May 9, 2024).

10.74 Fourth Amendment to Master Repurchase and Securities Contract and Second Amendment of Parent Guaranty and
Indemnity, dated as of May 6, 2024, by and among Morgan Stanley Bank, N.A., a national banking association, as buyer,
ACRC Lender MS LLC, as seller, and Ares Commercial Real Estate Corporation, as guarantor (incorporated by reference
to Exhibit 10.6 to the Company’s Form 10-Q (File No. 001-35517), filed on May 9, 2024).
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10.75 First Amendment to Amended and Restated Credit and Guaranty Agreement, dated as of May 8, 2024, by and among
Cortland Capital Market Services LLC, as the administrative agent and the collateral agent for the lenders, and Ares
Commercial Real Estate Corporation, as borrower, and ACRC Holdings LLC, ACRC Mezz Holdings LLC and ACRC
Warehouse Holdings LLC, as guarantors (incorporated by reference to Exhibit 10.7 to the Company’s Form 10-Q (File
No. 001-35517), filed on May 9, 2024).

10.76 Fourth Amendment to Second Amended and Restated Substitute Guaranty Agreement, dated as of August 2, 2024, by
and among Ares Commercial Real Estate Corporation, as guarantor, Citibank, N.A, a national banking association, as
buyer, and ACRC Lender C LLC, as Seller (incorporated by reference to Exhibit 10.1 to the Company’s Form 10-Q (File
No. 001-35517), filed on August 6, 2024).

10.77 Third Amendment to Parent Guaranty and Indemnity, dated as of August 2, 2024, by and among Morgan Stanley Bank,
N.A., a national banking association, as buyer, ACRC Lender MS LLC, as Seller, and Ares Commercial Real Estate
Corporation as guarantor (incorporated by reference to Exhibit 10.2 to the Company’s Form 10-Q (File No. 001-35517),
filed on August 6, 2024).

10.78 Amendment Number Ten to Credit Agreement and Amendment Number Four to General Continuing Guaranty, dated as
of August 2, 2024, by and among the Lenders, City National Bank, a national banking association, as Agent, ACRC
Lender LLC, as Borrower, and Ares Commercial Real Estate Corporation, as Guarantor (incorporated by reference to
Exhibit 10.3 to the Company’s Form 10-Q (File No. 001-35517), filed on August 6, 2024).

10.79 Amendment No. 2 to Second Amended and Restated Guarantee Agreement, dated as of August 2, 2024, by and among
ACRC Lender W, LLC, as ACRC Seller, ACRC Lender W TRS LLC, as TRS Seller, Ares Commercial Real Estate
Corporation, as Guarantor, and Wells Fargo Bank, National Association, a national banking association, as Buyer
(incorporated by reference to Exhibit 10.4 to the Company’s Form 10-Q (File No. 001-35517), filed on August 6, 2024).

10.80 Amendment Number Eleven to Credit Agreement, dated as of November 6, 2024, by and among the Lenders, City
National Bank, a national banking association, as agent, ACRC Lender LLC, as borrower, and Ares Commercial Real
Estate Corporation, as guarantor (incorporated by reference to Exhibit 10.1 to the Company’s Form 10-Q (File No. 001-
35517), filed on November 7, 2024).

10.81 Omnibus Amendment to Transaction Documents, dated as of November 4, 2024, by and among ACRC Lender C LLC, as
Seller, ACRC 2017-FL3 Holder REIT LLC, as Pledgor, Ares Commercial Real Estate Corporation, as Guarantor, and
Citibank, N.A., a national banking association, as Buyer (incorporated by reference to Exhibit 10.2 to the Company’s
Form 10-Q (File No. 001-35517), filed on November 7, 2024).

10.82 Omnibus Amendment to Repurchase Documents, dated as of November 4, 2024, by and among ACRC Lender W LLC
and ACRC Lender W TRS LLC, as Sellers, ACRC 2017-FL3 Holder REIT LLC, as Pledgor, Ares Commercial Real Estate
Corporation, as Guarantor, and Wells Fargo Bank, National Association, a national banking association, as Buyer
(incorporated by reference to Exhibit 10.3 to the Company’s Form 10-Q (File No. 001-35517), filed on November 7,
2024).

10.83 Fifth Amendment to Master Repurchase and Securities Contract, dated as of October 22, 2024, by and among Morgan
Stanley Bank, N.A., a national banking association, as Buyer, ACRC Lender MS LLC, as Seller, and Ares Commercial
Real Estate Corporation, as Guarantor (incorporated by reference to Exhibit 10.4 to the Company’s Form 10-Q (File No.
001-35517), filed on November 7, 2024).

10.84 * Seventh Amendment to Master Repurchase Agreement, dated as of December 31, 2024, by and among ACRC Lender C
LLC, as Seller, Ares Commercial Real Estate Corporation, as Guarantor, and Citibank, N.A., a national banking
association, as Buyer

19.1 * Insider Trading Policy (effective January 30, 2025)

21.1 * Subsidiaries of Ares Commercial Real Estate Corporation

23.1 * Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm

31.1 * Certification of Chief Executive Officer pursuant to Rule 13a‑14(a) and Rule 15d‑14(a), as adopted pursuant to
Section 302 of the Sarbanes‑Oxley Act of 2002

31.2 * Certification of Chief Financial Officer pursuant to Rule 13a‑14(a) and Rule 15d‑14(a), as adopted pursuant to
Section 302 of the Sarbanes‑Oxley Act of 2002

32.1 * Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes‑Oxley Act of 2002

97.1 Clawback Policy (effective October 31, 2023, incorporated by reference to Exhibit 97.1 to the Company’s Form 10-K (File
No. 001-35517), filed on February 22, 2024).

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linkbase Document
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104 Cover Page Interactive Data File (formatted in Inline XBRL and contained in Exhibit 101)

_______________________________________________________________________________

* Filed herewith

# Denotes a management contract or compensatory plan or arrangement

Item 16.    Form 10-K Summary

None.
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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors of Ares Commercial Real Estate Corporation

Opinion on Internal Control Over Financial Reporting

We have audited Ares Commercial Real Estate Corporation and subsidiaries’ internal control over financial reporting as of December 31, 2024, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework)
(the COSO criteria). In our opinion Ares Commercial Real Estate Corporation and subsidiaries (the Company) maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2024, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consolidated
balance sheets of the Company as of December 31, 2024 and 2023, the related consolidated statements of operations, comprehensive income (loss),
stockholders’ equity and cash flows for each of the three years in the period ended December 31, 2024, and the related notes and our report dated February 11,
2025 expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting included in the accompanying Management's Report on Internal Control over Financial Reporting. Our responsibility is to
express an opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB
and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

/s/ Ernst & Young LLP

Los Angeles, California
February 11, 2025
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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors of Ares Commercial Real Estate Corporation

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Ares Commercial Real Estate Corporation and subsidiaries (the “Company”) as of
December 31, 2024 and 2023, the related consolidated statements of operations, comprehensive income (loss), stockholders’ equity and cash flows for each of
the three years in the period ended December 31, 2024, and the related notes (collectively referred to as the “consolidated financial statements”). In our opinion,
the consolidated financial statements present fairly, in all material respects, the financial position of the Company at December 31, 2024 and 2023, and the
results of its operations and its cash flows for each of the three years in the period ended December 31, 2024, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's internal
control over financial reporting as of December 31, 2024, based on criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (2013 framework) and our report dated February 11, 2025 expressed an unqualified opinion thereon.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company’s financial
statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to
assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of the financial statements that was communicated or required to
be communicated to the audit committee and that: (1) relates to accounts or disclosures that are material to the financial statements and (2) involved our
especially challenging, subjective or complex judgments. The communication of the critical audit matter does not alter in any way our opinion on the
consolidated financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, providing a separate opinion on the critical
audit matter or on the accounts or disclosures to which it relates.
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Current expected credit losses

Description of the Matter At December 31, 2024, the Company’s loan portfolio was $1.7 billion, the current expected
credit loss reserve (“CECL” or the “CECL Reserve”) related to the outstanding loan balance was $136.2
million and the current expected credit loss reserve for unfunded loan commitments was $8.8 million,
resulting in a total current expected credit loss reserve of $145.0 million. As explained in Note 4 to the
consolidated financial statements, the Company estimates its CECL Reserve primarily using a
probability-weighted model that considers the likelihood of default and expected loss given default for an
individual loan. Additionally, the Company may identify specific loans to be collateral dependent if (i) the
loan is expected to be substantially repaid through the operation or sale of the underlying collateral, and
(ii) the borrower is experiencing financial difficulty. For collateral dependent loans, the Company
estimates expected losses using the difference between the estimated fair value of the collateral and the
amortized cost basis of the loan.

Auditing the CECL Reserve is highly subjective due to the judgmental nature of the model and
the underlying assumptions required to estimate expected credit losses as of the balance sheet date. For
example, estimating the CECL Reserve requires significant judgment with respect to various factors,
including the Company’s estimate of fair value for collateral underlying the loans.

How We Addressed the Matter in
Our Audit

We obtained an understanding, evaluated the design and tested the operating effectiveness of
the controls related to the measurement of the CECL Reserve, including collateral dependent loans. This
included management’s review controls over the assessment of the CECL methodology, management’s
review of the estimated fair value of the underlying collateral, and the review and approval process over
the final determination of the CECL Reserve.

To test management’s estimate of the CECL Reserve, we performed audit procedures that
included, among others, evaluating the Company’s expected credit loss methodology, testing the
completeness and accuracy of the data used, and reviewing subsequent events and transactions to
evaluate whether they corroborated the Company’s estimates of the CECL Reserve. Additionally, for a
sample of loans, we performed procedures that included, among others, performing sensitivity analyses,
identifying key inputs and assumptions used in estimating the fair value of the underlying collateral,
testing the key inputs and assumptions through comparison to internal or external sources, and/or
developing an independent estimate of the fair value of the underlying collateral. Where applicable, we
utilized the assistance of our internal valuation specialists and other subject matter experts to assist in
the assessment of the methodologies utilized by the Company and to perform corroborative analyses to
help assess whether the inputs and assumptions used in determining estimated fair value of the
underlying collateral were supported by observable market data.

/s/ Ernst & Young LLP

We have served as the Company’s auditor since 2012.

Los Angeles, California

February 11, 2025
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PART I - FINANCIAL INFORMATION
Item 1: Consolidated Financial Statements

ARES COMMERCIAL REAL ESTATE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

 As of December 31,

2024 2023

ASSETS

Cash and cash equivalents $ 63,799  $ 110,459  

Restricted cash ($ 2,495 related to consolidated VIEs as of December 31, 2024) 2,495  —  

Loans held for investment ($ 551,955 and $ 892,166 related to consolidated VIEs, respectively) 1,656,688  2,126,524  

Current expected credit loss reserve ( 136,224 ) ( 159,885 )

Loans held for investment, net of current expected credit loss reserve 1,520,464  1,966,639  

Loans held for sale ($ 38,981 related to consolidated VIEs as of December 31, 2023) —  38,981  

Investment in available-for-sale debt securities, at fair value 8,684  28,060  

Real estate owned held for investment, net ($ 58,844 related to consolidated VIEs as of December 31,
2024) 139,032  83,284  

Other assets ($ 1,991 and $ 3,690 of interest receivable related to consolidated VIEs, respectively; $
32,002 of other receivables related to consolidated VIEs as of December 31, 2023) 16,732  52,354  

Total assets $ 1,751,206  $ 2,279,777  

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES

Secured funding agreements $ 588,468  $ 639,817  

Notes payable —  104,662  

Secured term loan 128,062  149,393  

Collateralized loan obligation securitization debt (consolidated VIEs) 455,839  723,117  

Due to affiliate 3,790  4,135  

Dividends payable 13,924  18,220  

Other liabilities ($ 1,309 and $ 2,263 of interest payable related to consolidated VIEs, respectively) 20,991  14,584  

Total liabilities 1,211,074  1,653,928  

Commitments and contingencies (Note 9)

STOCKHOLDERS' EQUITY

Common stock, par value $ 0.01 per share, 450,000,000 shares authorized at December 31, 2024 and
2023 and 54,542,178 and 54,149,225 shares issued and outstanding at December 31, 2024 and 2023,
respectively 532  532  

Additional paid-in capital 816,923  812,184  

Accumulated other comprehensive income (loss) 37  153  

Accumulated earnings (deficit) ( 277,360 ) ( 187,020 )

Total stockholders' equity 540,132  625,849  

Total liabilities and stockholders' equity $ 1,751,206  $ 2,279,777  

   See accompanying notes to consolidated financial statements.
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ARES COMMERCIAL REAL ESTATE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except share and per share data)

 For the Years Ended December 31,

2024 2023 2022

Revenue:

Interest income $ 157,717  $ 198,608  $ 170,171  

Interest expense ( 105,985 ) ( 109,652 ) ( 65,994 )

Net interest margin 51,732  88,956  104,177  

Revenue from real estate owned 17,918  3,970  2,672  

Total revenue 69,650  92,926  106,849  

Expenses:

Management and incentive fees to affiliate 10,685  12,263  14,898  

Professional fees 2,634  3,054  3,350  

General and administrative expenses 7,822  7,244  6,394  

General and administrative expenses reimbursed to affiliate 3,825  3,434  3,777  

Expenses from real estate owned 12,964  2,518  4,309  

Total expenses 37,930  28,513  32,728  

Provision for (reversal of) current expected credit losses, net ( 18,152 ) 91,825  46,061  

Realized losses on loans 83,591  10,499  —  

Change in unrealized losses on loans held for sale ( 995 ) 995  —  

Realized (gain) loss on sale of real estate owned 2,287  —  ( 2,197 )

Income (loss) before income taxes ( 35,011 ) ( 38,906 ) 30,257  

Income tax expense (benefit), including excise tax ( 18 ) ( 39 ) 472  

Net income (loss) attributable to common stockholders $ ( 34,993 ) $ ( 38,867 ) $ 29,785  

Earnings (loss) per common share:

Basic earnings (loss) per common share $ ( 0.64 ) $ ( 0.72 ) $ 0.58  

Diluted earnings (loss) per common share $ ( 0.64 ) $ ( 0.72 ) $ 0.57  

Weighted average number of common shares outstanding:

Basic weighted average shares of common stock outstanding 54,446,368  54,281,998  51,679,744  

Diluted weighted average shares of common stock outstanding 54,446,368  54,281,998  52,126,256      

   See accompanying notes to consolidated financial statements.
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ARES COMMERCIAL REAL ESTATE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(in thousands)

 For the Years Ended December 31,

2024 2023 2022

Net income (loss) attributable to common stockholders $ ( 34,993 ) $ ( 38,867 ) $ 29,785  

Other comprehensive income (loss):

Realized and unrealized gains (losses) on derivative financial instruments —  ( 7,486 ) 4,642  

Unrealized gains (losses) on available-for-sale debt securities ( 116 ) 98  55  

Comprehensive income (loss) $ ( 35,109 ) $ ( 46,255 ) $ 34,482  

   See accompanying notes to consolidated financial statements.
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ARES COMMERCIAL REAL ESTATE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(in thousands, except share and per share data)

 Common Stock Additional
Paid-in
Capital

Accumulated Other
Comprehensive Income

(Loss)

Accumulated
Earnings
(Deficit)

Total
Stockholders’

EquityShares Amount

Balance at December 31, 2021 47,144,058  $ 465  $ 703,950  $ 2,844  $ ( 28,631 ) $ 678,628  

Sale of common stock 7,190,369  72  106,195  — — 106,267  

Offering costs — — ( 233 ) — — ( 233 )

Stock‑based compensation 109,556  — 2,876  — — 2,876  

Other comprehensive income (loss) — — — 4,697  — 4,697  

Net income (loss) — — — — 29,785  29,785  

Dividends declared — — — — ( 74,480 ) ( 74,480 )

Balance at December 31, 2022 54,443,983  $ 537  $ 812,788  $ 7,541  $ ( 73,326 ) $ 747,540  

Stock‑based compensation 241,207  — 3,991  — — 3,991  

Repurchase and retirement of common stock ( 535,965 ) ( 5 ) ( 4,595 ) — — ( 4,600 )

Other comprehensive income (loss) — — — ( 7,388 ) — ( 7,388 )

Net income (loss) — — — — ( 38,867 ) ( 38,867 )

Dividends declared — — — — ( 74,827 ) ( 74,827 )

Balance at December 31, 2023 54,149,225  $ 532  $ 812,184  $ 153  $ ( 187,020 ) $ 625,849  

Stock‑based compensation 392,953  — 4,739  — — 4,739  

Other comprehensive income (loss) — — — ( 116 ) — ( 116 )

Net income (loss) — — — — ( 34,993 ) ( 34,993 )

Dividends declared — — — — ( 55,347 ) ( 55,347 )

Balance at December 31, 2024 54,542,178  $ 532  $ 816,923  $ 37  $ ( 277,360 ) $ 540,132  

   
See accompanying notes to consolidated financial statements.
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ARES COMMERCIAL REAL ESTATE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

 For the Years Ended December 31,

2024 2023 2022

Operating activities:

Net income (loss) $ ( 34,993 ) $ ( 38,867 ) $ 29,785  

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities:

Amortization of deferred financing costs 5,093  3,899  7,096  

Accretion of discounts, deferred loan origination fees and costs ( 5,023 ) ( 6,135 ) ( 10,347 )

Stock-based compensation 4,739  3,991  2,876  

Depreciation and amortization of real estate owned 4,760  1,016  —  

Provision for (reversal of) current expected credit losses, net ( 18,152 ) 91,825  46,061  

Realized losses on loans 83,591  10,499  —  

Change in unrealized losses on loans held for sale ( 995 ) 995  —  

Amortization of derivative financial instruments —  ( 921 ) ( 1,029 )

Realized (gain) loss on sale of real estate owned 2,287  —  ( 2,197 )

Changes in operating assets and liabilities:

Other assets ( 1,882 ) ( 19,879 ) ( 17,674 )

Due to affiliate ( 345 ) ( 1,445 ) 1,424  

Other liabilities ( 3,531 ) 1,811  1,162  

Net cash provided by (used in) operating activities 35,549  46,789  57,157  

Investing activities:

Issuance of and fundings on loans held for investment ( 44,097 ) ( 199,829 ) ( 652,720 )

Principal collections and cost-recovery proceeds on loans held for investment 394,661  288,626  824,940  

Proceeds from sale of loans held for sale 38,981  37,200  —  

Receipt of origination and other loan fees 3,015  1,463  8,513  

Purchases of available-for-sale debt securities —  —  ( 27,872 )

Principal repayment of available-for-sale debt securities 19,333  —  —  

Purchases of capitalized additions to real estate owned ( 358 )

Proceeds from sale of real estate owned 12,765  —  38,227  

Restricted cash assumed from acquisition of real estate owned 3,614  —  —  

Amounts received (paid) under derivative financial instruments —  —  2,085  

Net cash provided by (used in) investing activities 427,914  127,460  193,173  

Financing activities:

Proceeds from secured funding agreements 136,756  43,668  267,192  

Repayments of secured funding agreements ( 188,105 ) ( 109,082 ) ( 402,008 )

Proceeds from notes payable —  —  105,000  

Repayments of notes payable ( 105,000 ) —  ( 51,110 )

Repayments of secured term loan ( 20,000 ) —  —  

Repayments of secured borrowings —  —  ( 22,715 )

Payment of secured funding costs ( 3,743 ) ( 4,049 ) ( 4,467 )

Repayments of debt of consolidated VIEs ( 267,896 ) ( 55,051 ) ( 85,856 )

Dividends paid ( 59,640 ) ( 75,954 ) ( 71,807 )

Proceeds from sale of common stock —  —  106,267  

Repurchase of common stock —  ( 4,600 ) —  

Payment of offering costs —  —  ( 163 )

Net cash provided by (used in) financing activities ( 507,628 ) ( 205,068 ) ( 159,667 )

F-9
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Change in cash, cash equivalents and restricted cash ( 44,165 ) ( 30,819 ) 90,663  

Cash, cash equivalents and restricted cash, beginning of period 110,459  141,278  50,615  

Cash, cash equivalents and restricted cash, end of period $ 66,294  $ 110,459  $ 141,278  

Reconciliation of cash, cash equivalents and restricted cash:

Cash and cash equivalents $ 63,799  $ 110,459  $ 141,278  

Restricted cash 2,495  —  —  

Total cash, cash equivalents and restricted cash shown in the Consolidated Statements of Cash Flows $ 66,294  $ 110,459  $ 141,278  

Supplemental Information:

Interest paid during the period $ 102,802  $ 103,717  $ 57,819  

Income taxes paid during the period $ —  $ 375  $ 250  

Supplemental disclosure of noncash investing and financing activities:

Dividends declared, but not yet paid $ 13,924  $ 18,220  $ 19,347  

Other receivables related to consolidated VIEs $ —  $ 32,002  $ 129,495  

Assumption of real estate owned $ 74,659  $ 84,300  $ —  

Assumption of other assets related to real estate owned $ 397  $ 353  $ —  

Assumption of other liabilities related to real estate owned $ 4,280  $ 1,713  $ —  

Transfer of senior mortgage loans to real estate owned $ 96,543  $ 82,940  $ —  

See accompanying notes to consolidated financial statements.
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ARES COMMERCIAL REAL ESTATE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As of December 31, 2024
(in thousands, except share and per share data, percentages and as otherwise indicated)

1.    ORGANIZATION

Ares Commercial Real Estate Corporation (together with its consolidated subsidiaries, the “Company” or “ACRE”) is a specialty finance company
primarily engaged in directly originating and investing in commercial real estate loans and related investments. Through Ares Commercial Real Estate
Management LLC (“ACREM” or the Company’s “Manager”), a Securities and Exchange Commission (“SEC”) registered investment adviser and a subsidiary of
Ares Management Corporation (NYSE: ARES) (“Ares Management” or “Ares”), a publicly traded, leading global alternative investment manager, it has
investment professionals strategically located across the United States and Europe who directly source new loan opportunities for the Company with owners,
operators and sponsors of commercial real estate (“CRE”) properties. The Company was formed and commenced operations in late 2011. The Company is a
Maryland corporation and completed its initial public offering (the “IPO”) in May 2012. The Company is externally managed by its Manager, pursuant to the
terms of a management agreement (the “Management Agreement”).

 
The Company operates as one operating segment and is primarily focused on directly originating and managing a diversified portfolio of CRE debt-

related investments for the Company’s own account. The Company’s target investments include senior mortgage loans, subordinated debt, preferred equity,
mezzanine loans and other CRE investments, including commercial mortgage-backed securities. These investments are generally held for investment and are
secured, directly or indirectly, by office, multifamily, retail, industrial, lodging, self storage, student housing, residential and other commercial real estate
properties, or by ownership interests therein.

The Company has elected and qualified to be taxed as a real estate investment trust (“REIT”) for United States federal income tax purposes under the
Internal Revenue Code of 1986, as amended (the “Code”), commencing with its taxable year ended December 31, 2012. The Company generally will not be
subject to United States federal income taxes on its REIT taxable income as long as it annually distributes all of its REIT taxable income prior to the deduction for
dividends paid to stockholders and complies with various other requirements as a REIT.

2.    SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying consolidated financial statements have been prepared on the accrual basis of accounting in conformity with United States generally
accepted accounting principles (“GAAP”) and include the accounts of the Company, the consolidated variable interest entities (“VIEs”) that the Company
controls and of which the Company is the primary beneficiary, and the Company’s wholly-owned subsidiaries. The consolidated financial statements reflect all
adjustments and reclassifications that, in the opinion of management, are necessary for the fair presentation of the Company’s results of operations and
financial condition as of and for the periods presented. All intercompany balances and transactions have been eliminated.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Global macroeconomic conditions, including high inflation, changes to fiscal and monetary policy, high interest rates, potential market-
wide liquidity problems, currency fluctuations, labor shortages and challenges in the supply chain, have the potential to negatively impact the Company and its
borrowers. These current macroeconomic conditions may continue or aggravate and could cause the United States economy or other global economies to
experience an economic slowdown or recession. We anticipate our business and operations could be materially adversely affected by a prolonged recession in
the United States or other major global economy.

The Company believes the estimates and assumptions underlying its consolidated financial statements are reasonable and supportable based on the
information available as of December 31, 2024, however, uncertainty over the global economy and the Company’s business, makes any estimates and
assumptions as of December 31, 2024 inherently less certain than they
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would be absent the current and potential impacts of current macroeconomic conditions. Actual results could differ from those estimates.

Variable Interest Entities

The Company evaluates all of its interests in VIEs for consolidation. When the Company’s interests are determined to be variable interests, the
Company assesses whether it is deemed to be the primary beneficiary of the VIE. The primary beneficiary of a VIE is required to consolidate the VIE. Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 810, Consolidation, defines the primary beneficiary as the party that
has both (i) the power to direct the activities of the VIE that most significantly impact its economic performance, and (ii) the obligation to absorb losses and the
right to receive benefits from the VIE which could be potentially significant. The Company considers its variable interests, as well as any variable interests of its
related parties in making this determination. Where both of these factors are present, the Company is deemed to be the primary beneficiary and it consolidates
the VIE. Where either one of these factors is not present, the Company is not the primary beneficiary and it does not consolidate the VIE.
 

To assess whether the Company has the power to direct the activities of a VIE that most significantly impact the VIE’s economic performance, the
Company considers all facts and circumstances, including its role in establishing the VIE and its ongoing rights and responsibilities. This assessment includes
first, identifying the activities that most significantly impact the VIE’s economic performance; and second, identifying which party, if any, has power over those
activities. In general, the parties that make the most significant decisions affecting the VIE or have the right to unilaterally remove those decision makers are
deemed to have the power to direct the activities of a VIE.

To assess whether the Company has the obligation to absorb losses of the VIE or the right to receive benefits from the VIE that could potentially be
significant to the VIE, the Company considers all of its economic interests, including debt and equity investments, servicing fees, and other arrangements
deemed to be variable interests in the VIE. This assessment requires that the Company applies judgment in determining whether these interests, in the
aggregate, are considered potentially significant to the VIE. Factors considered in assessing significance include: the design of the VIE, including its
capitalization structure; subordination of interests; payment priority; relative share of interests held across various classes within the VIE’s capital structure; and
the reasons why the interests are held by the Company.

For VIEs of which the Company is determined to be the primary beneficiary, all of the underlying assets, liabilities, equity, revenue and expenses of the
structures are consolidated into the Company’s consolidated financial statements.

The Company performs an ongoing reassessment of: (1) whether any entities previously evaluated under the majority voting interest framework have
become VIEs, based on certain events, and therefore are subject to the VIE consolidation framework, and (2) whether changes in the facts and circumstances
regarding its involvement with a VIE cause the Company’s consolidation conclusion regarding the VIE to change. See Note 16 included in these consolidated
financial statements for further discussion of the Company’s VIEs.

Cash and Cash Equivalents

Cash and cash equivalents include funds on deposit with financial institutions, including demand deposits with financial institutions. Cash and short‑term
investments with an original maturity of three months or less when acquired are considered cash and cash equivalents for the purpose of the consolidated
balance sheets and statements of cash flows.

Restricted Cash

Restricted cash includes funds on deposit with financial institutions related to real estate owned properties that are held in the Company’s consolidated
VIEs.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of cash and cash equivalents, restricted
cash, loans held for investment, available-for-sale debt securities and interest receivable. The Company places its cash and cash equivalents and restricted
cash with financial institutions and, at times, cash held may exceed the Federal Deposit Insurance Corporation insured limit. The Company has exposure to
credit risk on its loans held for investment and available-for-sale debt securities. The Company and the Company’s Manager seek to manage credit risk by
performing due diligence prior to origination or acquisition and through the use of non‑recourse financing, when and where available and appropriate.
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Loans Held for Investment

The Company originates CRE debt and related instruments generally to be held for investment. Loans that are held for investment are carried at cost,
net of unamortized purchase discounts, deferred loan fees and origination costs and cost-recovery proceeds (the “carrying value”). Loans are generally
collateralized by real estate. The extent of any credit deterioration associated with the performance and/or value of the underlying collateral property and the
financial and operating capability of the borrower could impact the expected amounts received. The Company monitors performance of its loans held for
investment portfolio under the following methodology: (1) borrower review, which analyzes the borrower’s ability to execute on its original business plan, reviews
its financial condition, assesses pending litigation and considers its general level of responsiveness and cooperation; (2) economic review, which considers
underlying collateral (i.e. leasing performance, unit sales and cash flow of the collateral and its ability to cover debt service, as well as the residual loan balance
at maturity); (3) property review, which considers current environmental risks, changes in insurance costs or coverage, current site visibility, capital expenditures
and market perception; and (4) market review, which analyzes the collateral from a supply and demand perspective of similar property types, as well as from a
capital markets perspective. Such analyses are completed and reviewed by asset management and finance personnel who utilize various data sources,
including periodic financial data such as property occupancy, tenant profile, rental rates, operating expenses, and the borrower’s exit plan, among other factors.

    Loans are generally placed on non-accrual status when principal or interest payments are past due 30 days or more or when there is reasonable doubt that
principal or interest will be collected in full. Accrued and unpaid interest is generally reversed against interest income in the period the loan is placed on non-
accrual status. Interest payments received on non-accrual loans may be recognized as income or applied to reduce loan carrying value depending upon
management’s judgment regarding the borrower’s ability to make pending principal and interest payments. Non-accrual loans are restored to accrual status
when past due principal and interest are paid and, in management’s judgment, are likely to remain current. The Company may make exceptions to placing a
loan on non-accrual status if the loan has sufficient collateral value and is in the process of collection.

    Loan balances that are deemed to be uncollectible are written off as a realized loss and are deducted from the CECL Reserve (as defined below). The write-
offs are recorded in the period in which the loan balance is deemed uncollectible based on management’s judgment.

Current Expected Credit Losses

FASB ASC Topic 326, Financial Instruments—Credit Losses (“ASC 326”) , requires the Company to reflect current expected credit losses (“CECL”) on
both the outstanding balances and unfunded commitments on loans held for investment and requires consideration of a broad range of historical experience
adjusted for current conditions and reasonable and supportable forecast information to inform credit loss estimates (the “CECL Reserve” or “CECL Reserves”).
Increases and decreases to expected credit losses impact earnings and are recorded within provision for (reversal of) current expected credit losses, net in the
Company’s consolidated statements of operations. The CECL Reserve related to outstanding balances on loans held for investment required under ASC 326 is
a valuation account that is deducted from the amortized cost basis of the Company’s loans held for investment in the Company’s consolidated balance sheets.
The CECL Reserve related to unfunded commitments on loans held for investment is recorded within other liabilities in the Company’s consolidated balance
sheets. See Note 4 included in these consolidated financial statements for CECL related disclosures.

Loans Held for Sale

Although the Company generally holds its target investments as long-term investments, the Company occasionally classifies some of its investments as
held for sale if there is an intent to sell the investment prior to maturity or payoff. Investments held for sale are carried at the lower of carrying value or fair value
within loans held for sale in the Company’s consolidated balance sheets, with changes in fair value recorded through earnings.

Available-for-Sale Debt Securities

The Company acquires debt securities that are collateralized by mortgages on CRE properties primarily for short-term cash management and
investment purposes. On the acquisition date, the Company designates investments in CRE debt securities as available-for-sale. Investments in CRE debt
securities that are classified as available-for-sale are carried at fair value. Unrealized holding gains and losses for available-for-sale debt securities are recorded
each period in other comprehensive income (loss) (“OCI”). The Company uses a specific identification method when determining the cost of a debt
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security sold and the amount of unrealized gain or loss reclassified from accumulated other comprehensive income (loss) into earnings.

Available-for-sale debt securities that are in an unrealized loss position are evaluated on a quarterly basis to determine whether declines in the fair
value below the amortized cost basis qualify as other than temporary impairment (“OTTI”). The OTTI assessment is performed at the individual security level. In
assessing whether the entire amortized cost basis of each security will be recovered, the Company will compare the present value of cash flows expected to be
collected from the security with the amortized cost basis of the security. If the present value of cash flows expected to be collected is less than the amortized
cost basis of the security, the entire amortized cost basis of the security will not be recovered and an OTTI shall be considered to have occurred.

Available-for-sale debt securities are generally placed on non-accrual status when principal or interest payments are past due 30 days or more or when
there is reasonable doubt that principal or interest will be collected in full. Accrued and unpaid interest is generally reversed against interest income in the period
the debt security is placed on non-accrual status. Interest payments received on non-accrual securities may be recognized as income or applied to reduce
amortized cost basis depending upon management’s judgment regarding collectability of the debt security. Non-accrual debt securities are restored to accrual
status when past due principal and interest are paid and, in management’s judgment, are likely to remain current.

Real Estate Owned Held for Investment

    Real estate assets held for investment are carried at their estimated fair value at acquisition and are presented net of accumulated depreciation or
amortization and impairment charges. The Company allocates the purchase price of acquired real estate assets held for investment based on the fair value of
the acquired land, buildings and improvements, furniture, fixtures and equipment, intangible assets and intangible liabilities, as applicable.

Real estate assets held for investment are depreciated or amortized using the straight-line method over estimated useful lives of up to 40 years for
buildings and improvements, up to 15 years for furniture, fixtures and equipment and over the lease terms for intangible assets and liabilities. Renovations
and/or replacements that improve or extend the life of the real estate asset are capitalized and depreciated over their estimated useful lives. The cost of ordinary
repairs and maintenance are expensed as incurred. Other than amortization related to intangible assets and liabilities for above-market or below-market leases,
depreciation or amortization expense related to real estate assets held for investment is included within expenses from real estate owned in the Company’s
consolidated statements of operations. Amortization for above-market or below-market leases is recognized as an adjustment to rental revenue and is included
within revenue from real estate owned in the Company’s consolidated statements of operations.

    Real estate assets held for investment are evaluated for indicators of impairment on a quarterly basis. Factors that the Company may consider in its
impairment analysis include, among others: (1) significant underperformance relative to historical or anticipated operating results; (2) significant negative industry
or economic trends; (3) costs necessary to extend the life or improve the real estate asset; (4) significant increase in competition; and (5) ability to hold and
dispose of the real estate asset in the ordinary course of business. A real estate asset is considered impaired when the sum of estimated future undiscounted
cash flows expected to be generated by the real estate asset over the estimated remaining holding period is less than the carrying amount of such real estate
asset. Cash flows include operating cash flows and anticipated capital proceeds generated by the real estate asset. An impairment charge is recorded equal to
the excess of the carrying value of the real estate asset over the fair value. When determining the fair value of a real estate asset, the Company makes certain
assumptions including, but not limited to, consideration of projected operating cash flows, comparable selling prices and projected cash flows from the eventual
disposition of the real estate asset based upon the Company’s estimate of a capitalization rate and discount rate.

Real Estate Owned Held for Sale

The Company reviews its real estate assets, from time to time, in order to determine whether to sell such assets. Real estate assets are classified as
held for sale when, in accordance with FASB ASC Topic 360, Property, Plant and Equipment,  the Company commits to a plan to sell the asset, when the asset
is being actively marketed for sale at a reasonable price and the sale of the asset is probable and the transfer of the asset is expected to qualify for recognition
as a completed sale within one year. Real estate assets that are held for sale are carried at the lower of the asset’s carrying amount or its fair value less costs to
sell.

Debt Issuance Costs

Debt issuance costs under the Company’s indebtedness are capitalized and amortized over the term of the respective debt instrument. Unamortized
debt issuance costs are expensed when the associated debt is repaid prior to maturity. Debt
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issuance costs related to debt securitizations are capitalized and amortized over the term of the underlying loans using the effective interest method. When an
underlying loan is prepaid in a debt securitization and the outstanding principal balance of the securitization debt is reduced, the related unamortized debt
issuance costs are charged to expense based on a pro‑rata share of the debt issuance costs being allocated to the specific loans that were prepaid.
Amortization of debt issuance costs is included within interest expense, except as noted below, in the Company’s consolidated statements of operations while
the unamortized balance on the (i) Secured Funding Agreements (each individually defined in Note 6 included in these consolidated financial statements) is
included within other assets and (ii) Notes Payable, the Secured Term Loan (each defined in Note 6 included in these consolidated financial statements) and
debt securitizations are each included as a reduction to the carrying amount of the liability in the Company’s consolidated balance sheets. Amortization of debt
issuance costs for the note payable on the hotel property that was recognized as real estate owned in the Company’s consolidated balance sheets until its sale
in March 2022 (see Note 6 included in these consolidated financial statements for additional information on the note payable) is included within expenses from
real estate owned in the Company’s consolidated statements of operations for the year ended December 31, 2022.

Derivative Financial Instruments

Derivative financial instruments are classified as either other assets (gain positions) or other liabilities (loss positions) in the Company’s consolidated
balance sheets at fair value. These amounts may be offset to the extent that there is a legal right to offset and if elected by management.

On the date the Company enters into a derivative contract, the Company designates each contract as a hedge of a forecasted transaction or of the
variability of cash flows to be received or paid related to a recognized asset or liability, or cash flow hedge, or as a derivative instrument not to be designated as
a hedging derivative, or non-designated hedge. For all derivatives other than those designated as non-designated hedges, the Company formally documents
the hedge relationships and designation at the contract’s inception. This documentation includes the identification of the hedging instruments and the hedged
items, its risk management objectives, strategy for undertaking the hedge transaction and an evaluation of the effectiveness of its hedged transaction.

The Company performs a formal assessment on a quarterly basis on whether the derivative designated in each hedging relationship is expected to be,
and has been, highly effective in offsetting changes in the value or cash flows of the hedged items. Changes in the fair value of derivative contracts are
recorded each period in either current earnings or OCI, depending on whether the derivative is designated as part of a hedge transaction and, if so, the type of
hedge transaction. For derivatives that are designated as cash flow hedges, the effective portion of the unrealized gains or losses on these contracts is recorded
in OCI. If it is determined that a derivative is not highly effective at hedging the designated exposure, hedge accounting is discontinued and the changes in fair
value of the instrument are included in current earnings prospectively. The Company does not enter into derivatives for trading or speculative purposes.

Revenue Recognition

    Interest income is accrued based on the outstanding principal amount and the contractual terms of each loan or debt security. For loans held for investment,
the origination fees, contractual exit fees and direct origination costs are also recognized in interest income over the initial loan term as a yield adjustment using
the effective interest method. For available-for-sale debt securities, premiums or discounts are amortized or accreted into interest income as a yield adjustment
using the effective interest method.

Revenue from real estate owned  represents revenue associated with the operations of an office property acquired in September 2024, an office
property that was acquired in June 2024 and later sold in November 2024, a mixed-use property acquired in September 2023 and a hotel property that was sold
in March 2022.

Revenue from the operation of the mixed-use and office properties consists primarily of rental revenue from operating leases. For each operating lease
with scheduled rent increases over the term of the lease, the Company recognizes rental revenue on a straight-line basis over the lease term when collectability
of the lease payment is probable. Variable lease payments are recognized as rental revenue in the period when the changes in facts and circumstances on
which the variable lease payments are based occur. Certain of the Company’s mixed-use and office property leases also contain provisions for tenants to
reimburse the Company for property operating expenses. Such reimbursements are included in rental revenue on a gross basis. Rental revenue also includes
amortization of intangible assets and liabilities related to above and below-market leases.
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Revenue from the operation of the hotel property was recognized when guestrooms were occupied, services had been rendered or fees had been
earned. Revenues were recorded net of any discounts and sales and other taxes collected from customers. Revenues consisted of room sales, food and
beverage sales and other hotel revenues.

Net Interest Margin and Interest Expense

    Net interest margin in the Company’s consolidated statements of operations serves to measure the performance of the Company’s loans and debt securities
as compared to its use of debt leverage. The Company includes interest income from its loans and debt securities and interest expense related to its Secured
Funding Agreements, Notes Payable, securitization debt, the Secured Term Loan (each individually defined in Note 6 included in these consolidated financial
statements) and secured borrowings (described in Note 7 included in these consolidated financial statements) in net interest margin. For the years ended
December 31, 2024, 2023 and 2022, interest expense is comprised of the following ($ in thousands):

For the Years Ended December 31,

2024 2023 2022

Secured funding agreements $ 49,814  $ 51,670  $ 33,602  

Notes payable (1) 5,826  7,678  3,410  

Securitization debt 43,004  50,814  29,341  

Secured term loan 7,341  7,037  7,028  

Secured borrowings —  —  845  

Other (2) —  ( 7,547 ) ( 8,232 )

Interest expense $ 105,985  $ 109,652  $ 65,994  

____________________________

(1)    Excludes interest expense on the $ 28.3  million note payable, which was secured by a hotel property that was recognized as real estate owned in the
Company’s consolidated balance sheet until its sale in March 2022 (see Note 6 included in these consolidated financial statements for additional
information on the note payable). Interest expense on the $ 28.3  million note payable is included within expenses from real estate owned in the
Company’s consolidated statements of operations for the year ended December 31, 2022.

(2)    Represents the net interest expense recognized from the Company’s derivative financial instruments upon periodic settlement.

Income Taxes

The Company has elected and qualified for taxation as a REIT commencing with its taxable year ended December 31, 2012. As a result of the
Company’s REIT qualification and its distribution policy, the Company does not generally pay United States federal corporate level income taxes. Many of the
REIT requirements, however, are highly technical and complex. To continue to qualify as a REIT, the Company must meet a number of organizational and
operational requirements, including a requirement that the Company distributes annually to its stockholders at least 90% of the Company’s REIT taxable income
prior to the deduction for dividends paid. To the extent that the Company distributes less than 100% of its REIT taxable income in any tax year (taking into
account any distributions made in a subsequent tax year under Sections 857(b)(9) or 858 of the Code), the Company will pay tax at regular corporate rates on
that undistributed portion. Furthermore, if the Company distributes less than the sum of (i) 85% of its ordinary income for the calendar year, (ii) 95% of its capital
gain net income for the calendar year, and (iii) any undistributed shortfall from its prior calendar year (the “Required Distribution”) to its stockholders during any
calendar year (including any distributions declared by the last day of the calendar year but paid in the subsequent year), then it is required to pay a non-
deductible excise tax equal to 4% of any shortfall between the Required Distribution and the amount that was actually distributed. The 90% distribution
requirement does not require the distribution of net capital gains. However, if the Company elects to retain any of its net capital gain for any tax year, it must
notify its stockholders and pay tax at regular corporate rates on the retained net capital gain. The stockholders must include their proportionate share of the
retained net capital gain in their taxable income for the tax year, receive a credit for their share of the tax paid by such REIT, and are deemed to have paid the
REIT’s tax on their proportionate share of the retained capital gain. Furthermore, such retained capital gain may be subject to the nondeductible 4% excise tax.
If it is determined that the Company’s estimated current year taxable income will be in excess of estimated dividend distributions (including capital gain dividend)
for the current year from such income, the Company accrues excise tax on estimated excess taxable income as such taxable income is earned. The annual
expense is calculated in accordance with applicable tax regulations. Excise tax expense is included in the line item income tax expense (benefit), including
excise tax in the consolidated statements of operations included in this annual report on Form 10-K.
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The Company formed a wholly-owned subsidiary, ACRC Lender W TRS LLC (“ACRC W TRS”), in December 2013 in order to issue and hold certain
loans intended for sale. The Company also formed a wholly-owned subsidiary, ACRC 2017-FL3 TRS LLC (“FL3 TRS”), in March 2017 in order to hold a portion
of the CLO Securitizations (as defined below), including the portion that generates excess inclusion income. Additionally, the Company also formed a wholly-
owned subsidiary, ACRC WM Tenant LLC (“ACRC WM”), in March 2019 in order to lease the hotel property classified as real estate owned, which was acquired
on March 8, 2019. Entity classification elections to be taxed as a corporation and taxable REIT subsidiary (“TRS”) elections were made with respect to ACRC W
TRS, FL3 TRS and ACRC WM. A TRS is an entity taxed as a corporation that has not elected to be taxed as a REIT, in which a REIT directly or indirectly holds
equity, and that has made a joint election with such REIT to be treated as a TRS. A TRS generally may engage in any business, including investing in assets
and engaging in activities that could not be held or conducted directly by the Company without jeopardizing its qualification as a REIT. A TRS is subject to
applicable United States federal, state and local income tax on its taxable income. In addition, as a REIT, the Company also may be subject to a 100% excise
tax on certain transactions between it and its TRS that are not conducted on an arm’s-length basis. For financial reporting purposes, a provision for current and
deferred taxes has been established for the portion of the Company’s GAAP consolidated earnings recognized by ACRC W TRS, FL3 TRS and ACRC WM. The
income tax provision is included in the line item income tax expense, including excise tax in the consolidated statements of operations included in this annual
report on Form 10-K.

FASB ASC Topic 740, Income Taxes (“ASC 740”), prescribes a recognition threshold and measurement attribute for the financial statement recognition
and measurement of a tax position taken or expected to be taken in a tax return. ASC 740 also provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods, disclosure and transition. The Company has analyzed its various federal and state filing positions and believes that its
income tax filing positions and deductions are well documented and supported. As of December 31, 2024 and 2023, based on the Company’s evaluation, there
is no reserve for any uncertain income tax positions. ACRC W TRS, FL3 TRS and ACRC WM recognize interest and penalties, if any, related to unrecognized
tax benefits within income tax expense in the consolidated statements of operations. Accrued interest and penalties, if any, are included within other liabilities in
the consolidated balance sheets.

Comprehensive Income (Loss)

Comprehensive income (loss) consists of net income (loss) and OCI that are excluded from net income (loss).

Stock-Based Compensation

The Company recognizes the cost of stock‑based compensation, which is included within general and administrative expenses in the Company’s
consolidated statements of operations. The fair value of the time vested restricted stock or restricted stock units (“RSUs”) granted is recorded to expense on a
straight‑line basis over the vesting period for the award, with an offsetting increase in stockholders’ equity. For grants to directors and officers and employees of
the Manager, the fair value is determined based upon the market price of the stock on the grant date. Forfeitures of restricted stock and RSU grants are
recognized as they occur.

Earnings per Share

The Company calculates basic earnings (loss) per share by dividing net income (loss) allocable to common stockholders for the period by the weighted
average shares of common stock outstanding for that period after consideration of the earnings (loss) allocated to the Company’s restricted stock, which are
participating securities as defined in GAAP. Diluted earnings (loss) per share takes into effect any dilutive instruments, such as restricted stock, RSUs and
convertible debt, except when doing so would be anti‑dilutive. See Note 11 included in these consolidated financial statements for the earnings per share
calculations.

Recent Accounting Pronouncements

In November 2023, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2023-07 Segment Reporting
(Topic 280): Improvements to Reportable Segment Disclosures , which enhances disclosure requirements to segment reporting. ASU No. 2023-07 intends to
improve financial reporting by requiring disclosure of incremental segment information on an annual and interim basis to develop more useful financial analysis
and includes the following changes: (i) single segment entities must follow segment guidance, (ii) must name the title and position of the chief operating decision
maker and (iii) the ability to elect more than one performance measure. ASU No. 2023-07 does not change how a public entity identifies its operating segments,
aggregates those operating segments, or applies quantitative thresholds to determine its reportable segments. The Company adopted the new guidance
effective for the year ended December 31, 2024
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and applied the new guidance retrospectively for all prior periods presented. Adoption of the guidance has not had a material impact on the Company’s
consolidated financial statements. See Note 17 included in these consolidated financial statements for relevant segment disclosures.

In December 2023, the FASB issued ASU No. 2023-09 Income Taxes (Topic 740): Improvements to Income Tax Disclosures , which intends to improve
the transparency of income tax disclosures. ASU No. 2023-09 is effective for fiscal years beginning after December 15, 2024 and is to be adopted on a
prospective basis with the option to apply retrospectively. The Company is currently assessing the impact of this guidance, however, the Company does not
expect a material impact to its consolidated financial statements.

In November 2024, the FASB issued ASU No. 2024-03 Disaggregation of Income Statement Expenses , which intends to improve the disclosures about
a public business entity’s expenses and address requests from investors for more detailed information about the types of expenses (including purchases of
inventory, employee compensation, depreciation, intangible asset amortization, and depletion) included in expense captions on the statement of operations.
ASU No. 2024-03 is effective for fiscal years beginning after December 15, 2026. The Company is currently assessing this guidance and determining the impact
on the Company’s consolidated financial statements.

3.    LOANS HELD FOR INVESTMENT

As of December 31, 2024, the Company’s portfolio included 36 loans held for investment, excluding 179 loans that were repaid, sold, converted to real
estate owned or written off since inception. The aggregate originated commitment under these loans at closing was approximately $ 1.9 billion and outstanding
principal was $ 1.7 billion as of December 31, 2024. During the year ended December 31, 2024, the Company funded approximately $ 46.8 million of
outstanding principal, received repayments of $ 349.6 million of outstanding principal, converted two loans with outstanding principal of $ 101.8 million to real
estate owned and wrote-off one loan with outstanding principal of $ 18.5 million. As of December 31, 2024, 64.5 % of the Company’s loans have Secured
Overnight Financing Rate (“SOFR”) floors, with a weighted average floor of 1.01 %, calculated based on loans with SOFR floors. References to SOFR or “S”
are to 30-day SOFR (unless otherwise specifically stated).

 
The Company’s investments in loans held for investment are accounted for at amortized cost. The following tables summarize the Company’s loans

held for investment as of December 31, 2024 and 2023 ($ in thousands):

 As of December 31, 2024

Carrying
Amount (1)

Outstanding
Principal (1) Weighted Average Unleveraged Effective Yield

Weighted Average
Remaining Life (Years) (4)

Senior mortgage loans $ 1,617,835  $ 1,655,141  6.8  % (2) 8.6  % (3) 0.9

Subordinated debt and preferred equity investments 38,853  43,365  7.5  % (2) 15.7  % (3) 1.5

Total loans held for investment portfolio $ 1,656,688  $ 1,698,506  6.9  % (2) 8.7  % (3) 1.0

 As of December 31, 2023

Carrying
Amount (1)

Outstanding
Principal (1) Weighted Average Unleveraged Effective Yield

Weighted Average
Remaining Life (Years)

(4)

Senior mortgage loans $ 2,090,146  $ 2,118,947  7.5  % (2) 9.3  % (3) 1.1

Subordinated debt and preferred equity investments 36,378  39,098  8.1  % (2) 15.3  % (3) 1.8

Total loans held for investment portfolio $ 2,126,524  $ 2,158,045  7.5  % (2) 9.4  % (3) 1.1

______________________________

(1) The difference between the Carrying Amount and the Outstanding Principal amount of the loans held for investment consists of unamortized purchase
discounts, deferred loan fees and origination costs and cost-recovery proceeds.

(2) Unleveraged Effective Yield is the compounded effective rate of return that would be earned over the life of the investment based on the contractual
interest rate (adjusted for any deferred loan fees, costs, premiums or discounts) and assumes no dispositions, early prepayments or defaults. The total
Weighted Average Unleveraged Effective Yield is calculated based on the average of Unleveraged Effective Yield of all loans held by the Company as
of December 31, 2024 and 2023 as weighted by the total outstanding principal balance of each loan.

(3) Unleveraged Effective Yield is the compounded effective rate of return that would be earned over the life of the investment based on the contractual
interest rate (adjusted for any deferred loan fees, costs, premiums or discounts)
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and assumes no dispositions, early prepayments or defaults. The total Weighted Average Unleveraged Effective Yield is calculated based on the
average of Unleveraged Effective Yield of all interest accruing loans held by the Company as of December 31, 2024 and 2023 as weighted by the total
outstanding principal balance of each interest accruing loan (excludes loans on non-accrual status as of December 31, 2024 and 2023).

(4) Remaining Life is based on contractual maturity date and does not include contractual extension options not yet exercised.
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A more detailed listing of the Company’s loans held for investment portfolio based on information available as of December 31, 2024 is as follows ($ in
millions):

Loan Type Location

Outstanding Principal

(1) Carrying Amount (1) Interest Rate

Unleveraged Effective Yield

(2) Maturity Date (3)

Payment Terms

(4)

Senior Mortgage Loans:

Office IL $ 163.8 $ 150.1 (5) — % (5) Mar 2025 I/O

Multifamily NY 132.2 131.9 S+ 3.90 % 8.7 % Jun 2025 I/O

Residential/Condo NY 119.0 99.7 S+ 8.95 % — % (6) Dec 2025 (6) I/O

Office Diversified 83.9 83.3 S+ 3.75 % 8.6 % Jul 2026 (7) P/I (8)

Mixed-use NY 77.2 77.1 S+ 3.75 % 8.3 % Jul 2025 (9) I/O

Office AZ 77.1 76.9 S+ 3.61 % 8.3 % Oct 2025 (10) I/O

Residential/Condo FL 75.0 75.0 S+ 5.35 % 9.7 % Jul 2025 (11) I/O

Office NC 70.6 70.5 S+ 3.65 % 8.0 % Aug 2028 (12) I/O

Multifamily TX 68.5 68.3 S+ 2.95 % 7.6 % Dec 2025 (13) I/O

Hotel CA 60.2 60.2 S+ 4.20 % 9.0 % Mar 2025 I/O

Multifamily SC 59.2 58.9 S+ 3.00 % 9.2 % Mar 2025 (14) I/O

Office NY 59.0 59.0 S+ 2.65 % 7.0 % (15) Jul 2027 (15) I/O

Multifamily OH 57.3 56.9 S+ 3.05 % 7.8 % Oct 2026 I/O

Office IL 55.7 55.7 S+ 4.25 % 9.1 % Jan 2025 P/I (8)

Hotel NY 55.5 55.3 S+ 4.40 % 9.1 % Mar 2026 I/O

Office (Life Sciences) MA 51.5 50.1 S+ 3.75 % — % (16) Apr 2026 (16) I/O

Office GA 48.1 48.1 S+ 3.15 % 12.5 % Mar 2025 (17) P/I (8)

Industrial MA 47.4 47.3 S+ 2.90 % 7.4 % Jun 2028 I/O

Mixed-use TX 34.3 34.3 S+ 3.85 % 9.0 % Dec 2024 (18) I/O

Multifamily CA 31.7 31.7 S+ 3.00 % 7.6 % Dec 2025 I/O

Multifamily PA 28.2 28.2 S+ 2.50 % 6.8 % Dec 2025 I/O

Industrial NJ 27.8 27.8 S+ 8.85 % 13.2 % Nov 2024 (19) I/O

Industrial FL 25.5 25.5 S+ 3.00 % 7.6 % Dec 2025 I/O

Multifamily WA 23.1 23.1 S+ 3.00 % 7.5 % Nov 2025 I/O

Multifamily TX 23.1 23.0 S+ 2.60 % 7.5 % Oct 2025 (20) I/O

Office CA 20.2 20.1 S+ 3.50 % 8.1 % Nov 2025 P/I (8)

Self Storage PA 18.2 18.1 S+ 3.00 % 7.6 % Dec 2025 I/O

Self Storage NJ 17.6 17.6 S+ 2.90 % 8.0 % Apr 2025 I/O

Self Storage WA 11.5 11.5 S+ 2.90 % 8.0 % Mar 2025 I/O

Self Storage IN 11.2 11.2 S+ 3.60 % 8.0 % Jun 2026 I/O

Self Storage MA 7.7 7.7 S+ 3.00 % 7.6 % Nov 2025 (21) I/O

Industrial CA 7.0 7.0 S+ 3.85 % 8.2 % Jan 2027 (22) I/O

Self Storage MA 6.8 6.7 S+ 3.00 % 7.6 % Oct 2025 (23) I/O

Subordinated Debt and Preferred Equity

Investments:

Multifamily SC 20.6 20.4 S+ 9.53 % 15.7 % Sep 2025 I/O

Industrial CA 12.6 10.9 S+ 3.85 % — % (22) Jan 2027 (22) I/O

Office NY 10.2 7.6 5.50 % — % (15) Jul 2027 (15) I/O

Total/Weighted Average $ 1,698.5 $ 1,656.7 6.9 %

_________________________

(1) The difference between the Carrying Amount and the Outstanding Principal amount of the loans held for investment consists of unamortized purchase
discounts, deferred loan fees and origination costs and cost-recovery proceeds. For the loans held for investment that represent co-investments with
other investment vehicles managed by Ares Management (see Note 14 included in these consolidated financial statements for additional information on
co-investments), only the portion of Carrying Amount and Outstanding Principal held by the Company is reflected.

(2) Unleveraged Effective Yield is the compounded effective rate of return that would be earned over the life of the investment based on the contractual
interest rate (adjusted for any deferred loan fees, costs, premiums or discounts) and assumes no dispositions, early prepayments or defaults.
Unleveraged Effective Yield for each loan is calculated based on SOFR as of December 31, 2024 or the SOFR floor, as applicable. The total Weighted
Average Unleveraged Effective Yield is calculated based on the average of Unleveraged Effective Yield of all loans held by the Company as of
December 31, 2024 as weighted by the outstanding principal balance of each loan.

(3) Reflects the initial loan maturity date excluding any contractual extension options. Certain loans are subject to contractual extension options that
generally vary between one and two 12-month extensions and may be subject to performance based or other conditions as stipulated in the loan
agreement. Actual maturities may differ from contractual maturities stated herein as certain borrowers may have the right to prepay with or without
paying a
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prepayment penalty. The Company may also extend contractual maturities and amend other terms of the loans in connection with loan modifications.
(4) I/O = interest only, P/I = principal and interest.
(5) The Illinois loan is structured as both a senior and mezzanine loan with the Company holding both positions. The senior position has a per annum

interest rate of S + 2.25 % and the mezzanine position has a fixed per annum interest rate of 10.00 %. The senior and mezzanine loans were both on
non-accrual status as of December 31, 2024 and the Unleveraged Effective Yield is not applicable. For the year ended December 31, 2024, the
Company received $ 3.9  million of interest payments in cash on the senior loan that was recognized as a reduction to the carrying value of the loan and
the borrower is current on all contractual interest payments.

(6) The New York loan is structured as both a senior and mezzanine loan with the Company holding both positions. The senior and mezzanine positions
each have a per annum interest rate of S + 8.95 %. The senior and mezzanine loans were both on non-accrual status as of December 31, 2024 and the
Unleveraged Effective Yield is not applicable. In March 2024, the Company and the borrower entered into a modification and extension agreement to,
among other things, extend the maturity date on the New York loan from April 2024 to December 2025.

(7) In November 2024, the Company and the borrower entered into a modification and extension agreement to, among other things, extend the maturity
date on the senior diversified loan from January 2025 to July 2026.

(8) In January 2023, amortization began on the senior Georgia loan, which had an outstanding principal balance of $ 48.1 million as of December 31, 2024.
In February 2023, amortization began on the senior diversified loan, which had an outstanding principal balance of $ 83.9 million as of December 31,
2024. In December 2023, amortization began on the senior California loan, which had an outstanding principal balance of $ 20.2 million as of December
31, 2024. In August 2024, amortization began on the senior Illinois loan, which had an outstanding principal balance of $ 55.7 million as of December
31, 2024. The remainder of the loans in the Company’s portfolio are non-amortizing through their primary terms.

(9) In July 2024, the Company and the borrower entered into a modification and extension agreement to, among other
things, extend the maturity date on the senior New York loan from July 2024 to July 2025.

(10) In October 2024, the borrower exercised a 12-month extension option in accordance with the loan agreement, which
extended the maturity date on the senior Arizona loan to October 2025.

(11) In July 2024, the borrower exercised a 12-month extension option in accordance with the loan agreement, which
extended the maturity date on the senior Florida loan to July 2025.

(12) In June 2024, the Company and the borrower entered into a modification and extension agreement to, among other things, extend the maturity date on
the senior North Carolina loan from August 2024 to August 2028.

(13) In December 2024, the borrower exercised a 12-month extension option in accordance with the loan agreement, which extended the maturity date on
the senior Texas loan to December 2025.

(14) In November 2024, the Company and the borrower entered into a modification and extension agreement to, among other things, extend the maturity
date on the senior South Carolina loan from November 2024 to March 2025.

(15) In March 2024, the Company and the borrower entered into a modification and extension agreement to, among other things, split the existing senior
New York loan, which was on non-accrual status and had an outstanding principal balance of $ 73.8  million at the time of the modification, into a senior
A-Note with an outstanding principal balance of $ 60.0  million and a subordinated B-Note with an outstanding principal balance of $ 13.8  million. In
conjunction with the modification, the borrower repaid the outstanding principal of the senior A-Note down to $ 59.0  million and the subordinated B-
Note down to $ 9.8  million. The subordinated B-Note is subordinate to new sponsor equity related to the loan paydown and additional capital
contributions. In addition, the maturity date of the senior A-Note and the subordinated B-Note was extended from August 2025 to July 2027. The senior
A-Note has a per annum interest rate of S + 2.65 % and the subordinated B-Note has a fixed per annum interest rate of 5.50 %. During the year ended
December 31, 2024, the senior A-Note, which had an outstanding principal balance of $ 59.0 million as of December 31, 2024, was restored to accrual
status. As of December 31, 2024, the subordinated B-Note, which had an outstanding principal balance of $ 10.2 million, was on non-accrual status and
therefore, the Unleveraged Effective Yield is not applicable. As of December 31, 2024, the borrower is current on all contractual interest payments for
the senior A-Note and the subordinated B-Note.

(16) In June 2024, the Company and the borrower entered into a modification and extension agreement to, among other things, extend the maturity date on
the senior Massachusetts loan from April 2025 to April 2026. The senior Massachusetts loan was on non-accrual status as of December 31, 2024 and
the Unleveraged Effective Yield is not applicable. For the year ended December 31, 2024, the Company received $ 919  thousand of interest payments
in cash on the senior Massachusetts loan that was recognized as a reduction to the carrying value of the loan and the borrower is current on all
contractual interest payments.

(17) The Company and the borrower entered into a modification and extension agreement that was effective in December 2024 to, among other things,
extend the maturity date on the senior Georgia loan from December 2024 to March 2025.

(18) In September 2024, the Company and the borrower entered into a modification and extension agreement to, among other things, extend the maturity
date on the senior Texas loan from September 2024 to December 2024. As of December 31, 2024, the senior Texas loan, which is collateralized by a
mixed-use property, is in maturity default due to the failure of the borrower to repay the outstanding principal balance of the loan by the December 2024
maturity
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date. As of December 31, 2024, the borrower is current on all contractual interest payments for the senior Texas loan. See Note 18 included in these
consolidated financial statements for a subsequent event related to the senior Texas loan.

(19) In May 2024, the Company and the borrower entered into a modification and extension agreement to, among other things, extend the maturity date on
the senior New Jersey loan from May 2024 to August 2024. In addition, in July 2024, the borrower exercised a three-month extension option in
accordance with the modification and extension agreement, which extended the maturity date on the senior New Jersey loan from August 2024 to
November 2024. As of December 31, 2024, the senior New Jersey loan, which is collateralized by an industrial property, is in maturity default due to the
failure of the borrower to repay the outstanding principal balance of the loan by the November 2024 maturity date and the borrower is current on all
contractual interest payments.

(20) In October 2024, the Company and the borrower entered into a modification and extension agreement to, among other
things, extend the maturity date on the senior Texas loan from October 2024 to October 2025.

(21) In November 2024, the borrower exercised a 12-month extension option in accordance with the loan agreement, which
extended the maturity date on the senior Massachusetts loan to November 2025.

(22) In December 2024, the Company and the borrower entered into a modification and extension agreement to, among other things, split the existing
senior California loan, which was on non-accrual status and had an outstanding principal balance of $ 19.6  million at the time of the modification, into a
senior A-Note with an outstanding principal balance of $ 7.0  million, a subordinated B-Note with no outstanding principal balance and an unfunded
commitment of $ 500  thousand for certain lender approved leasing costs and a subordinated C-Note with an outstanding principal balance of $ 12.6
 million. The subordinated B-Note and C-Note are subordinate to new sponsor equity related to additional capital contributions. In addition, the maturity
date of the senior A-Note, the subordinated B-Note and the subordinated C-Note were extended from November 2024 to January 2027. In December
2024, the senior A-Note, which had an outstanding principal balance of $ 7.0  million as of December 31, 2024, was restored to accrual status. As of
December 31, 2024, the subordinated B-Note had no outstanding principal balance and the subordinated C-Note, which had an outstanding principal
balance of $ 12.6  million, was on non-accrual status and therefore, the Unleveraged Effective Yield is not applicable. For the year ended December 31,
2024, the Company received $ 1.3  million of interest payments in cash on the previously existing senior California loan that was recognized as a
reduction to the carrying value of the loan and the borrower is current on all contractual interest payments for the senior A-Note and the subordinated C-
Note.

(23) In October 2024, the borrower exercised a 12-month extension option in accordance with the loan agreement, which
extended the maturity date on the senior Massachusetts loan to October 2025.

The Company has made, and may continue to make, modifications to loans, including loans that are in default. Loan terms that may be modified include
interest rates, required prepayments, asset release prices, maturity dates, covenants, principal amounts and other loan terms. The terms and conditions of each
modification vary based on individual circumstances and will be determined on a case by case basis. The Company’s Manager monitors and evaluates each of
the Company’s loans held for investment and maintains regular communications with borrowers and sponsors regarding the potential impacts of current
macroeconomic conditions on the Company’s loans.
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For the years ended December 31, 2024 and 2023, the activity in the Company’s loan portfolio was as follows ($ in thousands):

Balance at December 31, 2022 $ 2,264,008  

Initial funding 114,542  

Origination and other loan fees and discounts, net of costs ( 1,646 )

Additional funding 101,592  

Amortizing payments ( 16,169 )

Loan payoffs (1) ( 179,808 )

Loans sold to third parties (2) ( 41,489 )

Loans transferred to held for sale (3) ( 37,939 )

Loans converted to real estate owned (see Note 5) ( 82,676 )

Origination and other loan fees and discount accretion 6,109  

Balance at December 31, 2023 $ 2,126,524  

Origination and other loan fees and discounts, net of costs ( 3,015 )

Additional funding 46,794  

Amortizing payments ( 15,002 )

Loan payoffs (4) ( 392,389 )

Loan write-off (5) ( 15,651 )

Loans converted to real estate owned (see Note 5) ( 95,522 )

Origination and other loan fees and discount accretion 4,949  

Balance at December 31, 2024 $ 1,656,688  

_________________________

(1)    In September 2023, the Company received a discounted payoff on a senior mortgage loan with outstanding principal of $ 35.0  million, which was
collateralized by a hotel property located in Illinois, in conjunction with a short sale of the hotel property by the borrower to a third party. At the time of
the discounted payoff, the senior mortgage loan was in default due to the failure of the borrower to make certain contractual reserve deposits by the
May 2022 due date and due to the borrower not making its contractual interest payments due subsequent to the January 2023 interest payment date.
For the year ended December 31, 2023, the Company recognized a realized loss of $ 4.9  million in the Company’s consolidated statements of
operations as the carrying value of the senior mortgage loan exceeded the net proceeds from the payoff of the loan.

(2)     In January 2023, the Company closed the sale of a senior mortgage loan with outstanding principal of $ 14.3  million, which was collateralized by a
residential property located in California, to a third party. At the time of the sale, the senior mortgage loan was in maturity default due to the failure of the
borrower to repay the outstanding principal balance of the loan by the May 2021 maturity date. For the year ended December 31, 2023, the Company
recognized a realized loss of $ 5.6  million in the Company's consolidated statements of operations upon the sale of the senior mortgage loan as the
carrying value exceeded the sale price of the loan. In addition, in April 2023, the Company closed the sale of a senior mortgage loan with outstanding
principal of $ 27.2  million, which was collateralized by an office property located in Illinois, to a third party. At the time of the sale, the senior mortgage
loan was in maturity default due to the failure of the borrower to repay the outstanding principal balance of the loan by the January 2023 maturity date.
The Company did not recognize any realized gain or loss in the Company’s consolidated statements of operations upon the sale of the senior mortgage
loan as the carrying value was equal to the sale price of the loan.

(3)    In December 2023, the Company entered into a sale agreement with a third party to sell a senior mortgage loan with outstanding principal of $ 37.9
 million, which was collateralized by a mixed-use property located in California. In March 2023, the senior mortgage loan was not repaid upon its
contractual maturity, which triggered an event of default under the loan agreement and as of December 31, 2023, the loan remained in default. As of
December 31, 2023, the sale had not yet closed and the loan was reclassified from held for investment to held for sale and was carried at fair value in
the Company's consolidated balance sheets. The Company recognized an unrealized loss of $ 995  thousand in the Company's consolidated
statements of operations upon reclassifying the loan to held for sale as the carrying value of the senior mortgage loan exceeded the fair value as
determined by the estimated net proceeds available from the agreed upon sale price of the loan and loan reserves. In January 2024, the Company
closed the sale of the senior mortgage loan and the $ 995  thousand unrealized loss related to this senior mortgage loan for the year ended December
31, 2023 was realized during the year ended December 31, 2024.
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(4)    Amount includes the carrying value of certain loans where the carrying value exceeded the net proceeds received from the payoff of the loan. In February
2024, the Company received a discounted payoff on a senior mortgage loan with outstanding principal of $ 18.8  million, which was collateralized by a
multifamily property located in Washington, in conjunction with a short sale of the multifamily property by the borrower to a third party. At the time of the
discounted payoff, the senior mortgage loan was in default due to the failure of the borrower to repay the outstanding principal balance of the loan by
the September 2023 maturity date. For the year ended December 31, 2024, the Company recognized a realized loss of $ 1.7  million in the Company’s
consolidated statements of operations as the carrying value of the senior mortgage loan exceeded the net proceeds from the payoff of the loan. In
addition, in March 2024, the Company received a discounted payoff on a senior mortgage loan with outstanding principal of $ 56.9  million, which was
collateralized by an office property located in Illinois, in conjunction with a short sale of the office property by the borrower to a third party. At the time of
the discounted payoff, the senior mortgage loan was in default due to the failure of the borrower to repay the outstanding principal balance of the loan
by the February 2024 maturity date. For the year ended December 31, 2024, the Company recognized a realized loss of $ 43.1  million in the
Company’s consolidated statements of operations as the carrying value of the senior mortgage loan exceeded the net proceeds from the payoff of the
loan.

(5)     In November 2024, the mezzanine loan on an office property located in New Jersey with outstanding principal of $ 18.5  million was written off as the
mezzanine loan was deemed to be uncollectible based on management’s judgment. For the year ended December 31, 2024, the Company recognized
a realized loss of $ 15.7  million, which was equal to the carrying value of the mezzanine loan excluding the CECL Reserve at the time it was written off.
At the time of the write-off, the mezzanine loan was in default due to the borrower not making its contractual interest payments due subsequent to the
December 2023 interest payment date.

Except as described in the table above listing the Company’s loans held for investment portfolio, as of December 31, 2024, all loans held for investment
were paying in accordance with their contractual terms. As of December 31, 2024, the Company had five loans held for investment on non-accrual status with a
carrying value of $ 318.4 million. As of December 31, 2023, the Company had nine loans held for investment on non-accrual status with a carrying value of $
399.3  million.

4.      CURRENT EXPECTED CREDIT LOSSES

The Company estimates its 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, which includes capital senior to the Company when the Company
is the subordinate lender, changes in net operating income, debt service coverage ratio, loan-to-value, occupancy, property type and geographic location.
Estimating the CECL Reserve also requires significant judgment with respect to various factors, including (i) the appropriate historical loan loss reference data,
(ii) the expected timing of loan repayments, (iii) calibration of the likelihood of default to reflect the risk characteristics of the Company’s floating rate loan
portfolio and (iv) the Company’s current and future view of the macroeconomic environment. The Company may consider loan-specific qualitative factors on
certain loans to estimate its CECL Reserve. In order to estimate the future expected loan losses relevant to the Company’s portfolio, the Company utilizes
historical market loan loss data licensed from a third party data service. The third party’s loan database includes historical loss data for commercial mortgage-
backed securities, or CMBS, issued dating back to 1998, which the Company believes is a reasonably comparable and available data set to its type of loans.
The Company utilized macroeconomic forecasts and inputs that reflected a blend of a stable and a weaker economic outlook in the near term; however, the
actual financial impact on the Company of the current environment is highly uncertain. For periods beyond the reasonable and supportable forecast period, the
Company reverts back to historical loss data. Management’s current estimate of expected credit losses as of December 31, 2024 decreased compared to the
current estimate of expected credit losses as of December 31, 2023 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” and “5” loans in the portfolio as a result of the impact of the current macroeconomic environment,
including high inflation and interest rates, and more particularly, volatility and reduced liquidity in the office sector and other loan-specific factors during the year
ended December 31, 2024. The CECL Reserve also takes into consideration the assumed impact of macroeconomic conditions on CRE properties and is not
specific to any loan losses or impairments on the Company’s loans held for investment, unless the Company determines that a specifically identifiable reserve is
warranted for a select asset.
    

In certain instances, the Company may identify specific loans to be collateral dependent. The Company considers loans to be collateral dependent if
both of the following criteria are met: (i) loan is expected to be substantially repaid through the operation or sale of the underlying collateral, and (ii) the borrower
is experiencing financial difficulty. The determination of whether these criteria are met for an individual loan requires the use of significant judgment and can be
based on several factors subject to uncertainty.

For such loans that the Company determines that foreclosure of the collateral is probable, the Company estimates the CECL Reserve based on the
difference between the fair value of the collateral (less costs to sell the asset if repayment is
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expected through the sale of the collateral) and the amortized cost basis of the loan as of the measurement date. For collateral dependent loans that the
Company determines foreclosure is not probable, the Company applies a practical expedient to estimate the CECL Reserve using the difference between the
collateral’s fair value (less costs to sell the asset if repayment is expected through the sale of the collateral) and the amortized cost basis of the loan. To
determine the fair value of the collateral, the Company may employ different approaches depending on the type of collateral, including methods such as the
income approach, the market approach or the direct capitalization approach. These methods require the use of key unobservable inputs, which are inherently
uncertain and subjective. Determining the appropriate valuation method and selecting the appropriate key unobservable inputs and assumptions requires
significant judgment and consideration of factors specific to the underlying collateral being assessed. Additionally, the key unobservable inputs and assumptions
used may vary depending on the information available and market conditions as of the valuation date. As such, the fair value that is used in calculating the
CECL Reserve is subject to uncertainty and any actual losses, if incurred, could differ materially from the CECL Reserve.

As of December 31, 2024, the Company’s CECL Reserve for its loans held for investment portfolio is $ 145.0 million or 818 basis points of the
Company’s total loans held for investment commitment balance of $ 1.8  billion and is bifurcated between the CECL Reserve (contra-asset) related to
outstanding balances on loans held for investment of $ 136.2 million and a liability for unfunded commitments of $ 8.8 million. The liability was based on the
unfunded portion of the loan commitment over the full contractual period over which the Company is exposed to credit risk through a current obligation to extend
credit. Management considered the likelihood that funding will occur, and if funded, the expected credit loss on the funded portion.

As of December 31, 2024, the senior mortgage loan on an office property located in Illinois with a principal balance of $ 163.8 million had a risk rating of
“5.” As of December 31, 2024, this loan was assessed individually and the Company elected to assign a CECL Reserve of $ 59.5  million on the Illinois office
loan. The CECL Reserve for this loan was based on the Company’s estimate of net proceeds available from the potential sale of the collateral property and this
CECL Reserve is included in the Company’s total CECL Reserve.
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Current Expected Credit Loss Reserve for Funded Loan Commitments     

Activity related to the CECL Reserve for outstanding balances on the Company’s loans held for investment as of and for the years ended December 31,
2024 and 2023 was as follows ($ in thousands):

Balance at December 31, 2022 (1) $ 65,969  

Provision for (reversal of) current expected credit losses, net 93,916  

Balance at December 31, 2023 (1) $ 159,885  

Provision for (reversal of) current expected credit losses, net (2) ( 23,661 )

Balance at December 31, 2024 (1) $ 136,224  

__________________________

(1)     The CECL Reserve related to outstanding balances on loans held for investment is recorded within current expected credit loss reserve in the Company’s
consolidated balance sheets.

(2)    Amount includes a $ 15.7  million reversal of the CECL Reserve attributable to the write-off of a mezzanine loan on an office property located in New
Jersey, which had a risk rating of "5" at the time of the write-off. See Note 3 included in these consolidated financial statements for additional
information on the loan write-off.

Current Expected Credit Loss Reserve for Unfunded Loan Commitments     

Activity related to the CECL Reserve for unfunded commitments on the Company’s loans held for investment as of and for the years ended December
31, 2024 and 2023 was as follows ($ in thousands):

Balance at December 31, 2022 (1) $ 5,339  

Provision for (reversal of) current expected credit losses, net ( 2,091 )

Balance at December 31, 2023 (1) $ 3,248  

Provision for (reversal of) current expected credit losses, net 5,509  

Balance at December 31, 2024 (1) $ 8,757  

__________________________

(1)     The CECL Reserve related to unfunded commitments on loans held for investment is recorded within other liabilities in the Company’s consolidated
balance sheets.

The Company continuously evaluates the credit quality of each loan by assessing the risk factors of each loan and assigning a risk rating based on a
variety of factors. Risk factors include property type, geographic and local market dynamics, physical condition, leasing and tenant profile, projected cash flow,
loan structure and exit plan, loan-to-value ratio, debt service coverage ratio, project sponsorship, and other factors deemed necessary. Based on a 5-point
scale, the Company’s loans are rated “1” through “5,” from less risk to greater risk, which ratings are defined as follows:

Ratings    Definition

1 Very Low Risk

2 Low Risk

3 Medium Risk

4
High Risk/Potential for Loss: Asset performance is trailing underwritten expectations. Loan at risk of impairment without material
improvement to performance

5 Impaired/Loss Likely: A loan that has a significantly increased probability of default and principal loss

The risk ratings are primarily based on historical data as well as taking into account future economic conditions.
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As of December 31, 2024, the carrying value, excluding the CECL Reserve, of the Company’s loans held for investment within each risk rating by year
of origination is as follows ($ in thousands):

2024 2023 2022 2021 2020 Prior Total

Risk rating:

1 $ — $ — $ 14,403 $ — $ — $ — $ 14,403

2 — 104,210 11,506 121,577 — 20,132 257,425

3 — 11,168 359,285 495,128 83,260 117,639 1,066,480

4 — — 149,834 7,586 — 10,880 168,300

5 — — — — 150,080 — 150,080

Total $ — $ 115,378 $ 535,028 $ 624,291 $ 233,340 $ 148,651 $ 1,656,688

Accrued Interest Receivable

The Company elected not to measure a CECL Reserve on accrued interest receivable due to the Company’s policy of writing off uncollectible accrued
interest receivable balances in a timely manner. As of December 31, 2024 and 2023, interest receivable of $ 8.1 million and $ 13.0  million, respectively, is
included within other assets in the Company’s consolidated balance sheets and is excluded from the carrying value of loans held for investment. If the
Company were to have uncollectible accrued interest receivable, it generally would reverse accrued and unpaid interest against interest income and no longer
accrue for these amounts.

5.      REAL ESTATE OWNED

On September 19, 2024, the Company acquired legal title to an office property located in North Carolina through a deed in lieu of foreclosure. Prior to
September 19, 2024, the office property collateralized a $ 68.6  million senior mortgage loan held by the Company that was in maturity default due to the failure
of the borrower to repay the outstanding principal balance of the loan by the May 2024 maturity date. In conjunction with the deed in lieu of foreclosure, the
Company derecognized the $ 68.6  million senior mortgage loan and recognized the office property as real estate owned. As the Company does not expect to
complete a sale of the office property within the next twelve months, the office property is considered held for investment, and is carried at its estimated fair
value at acquisition and is presented net of accumulated depreciation or amortization and impairment charges. For the year ended December 31, 2024, the
Company recognized a realized loss of $ 5.8 million on the derecognition of the senior mortgage loan as the fair value of the office property at acquisition of $
60.2  million and the net operating assets and liabilities held at the office property of $( 201 ) thousand at acquisition was less than the $ 65.8  million cost basis
of the senior mortgage loan. Certain operating assets and liabilities of the office property are included within other assets and other liabilities, respectively, in the
Company’s consolidated balance sheets and include items such as prepaid expenses, rent receivables, straight-line rent receivables and payables and trade
payables.

On June 12, 2024, the Company acquired legal title to an office property located in California through a foreclosure. Prior to June 12, 2024, the office
property collateralized a $ 33.2  million senior mortgage loan held by the Company that was in maturity default due to the failure of the borrower to repay the
outstanding principal balance of the loan by the December 2023 maturity date. In conjunction with the foreclosure, the Company derecognized the $ 33.2
 million senior mortgage loan and recognized the office property as real estate owned. As the Company expected to complete a sale of the office property within
the next twelve months, the office property was classified as real estate owned held for sale and was carried at its estimated fair value at acquisition less costs
to sell. As the office property was classified as real estate owned held for sale, the Company did not depreciate or amortize the carrying value of the office
property. For the year ended December 31, 2024, the Company recognized a realized loss of $ 16.4  million on the derecognition of the senior mortgage loan as
the estimated fair value less costs to sell of the office property at acquisition of $ 14.5  million and the net operating assets and liabilities held at the office
property of $( 67 ) thousand at acquisition was less than the $ 30.8  million cost basis of the senior mortgage loan. On November 11, 2024, the Company
entered into a Purchase and Sale Agreement to sell the office property to a third party for $ 13.0  million and the sale closed on November 15, 2024. For the
year ended December 31, 2024, the Company recognized a $ 2.3  million realized loss on the sale of the office property as the net carrying value of the office
property as of the November 15, 2024 sale date was lower than the net sale proceeds received by the Company. The realized loss on the sale of the office
property is included within realized (gain) loss on sale of real estate owned in the Company’s consolidated statements of operations.

On September 8, 2023, the Company acquired legal title to a mixed-use property located in Florida through a consensual foreclosure. Prior to
September 8, 2023, the mixed-use property collateralized an $ 82.9  million senior mortgage loan held by the Company that was in maturity default due to the
failure of the borrower to repay the outstanding principal balance of the loan by the February 2023 maturity date. In conjunction with the consensual foreclosure,
the Company
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derecognized the $ 82.9  million senior mortgage loan and recognized the mixed-use property as real estate owned. As the Company does not expect to
complete a sale of the mixed-use property within the next twelve months, the mixed-use property is considered held for investment, and is carried at its
estimated fair value at acquisition and is presented net of accumulated depreciation or amortization and impairment charges. The Company did not recognize
any gain or loss on the derecognition of the senior mortgage loan as the fair value of the mixed-use property of $ 84.3  million and the net operating assets and
liabilities held at the mixed-use property of $( 1.4 ) million at acquisition approximated the $ 82.9  million carrying value of the senior mortgage loan. Certain
operating assets and liabilities of the mixed-use property are included within other assets and other liabilities, respectively, in the Company’s consolidated
balance sheets and include items such as prepaid expenses, rent receivables, straight-line rent receivables and payables and trade payables.

The following table summarizes the Company’s real estate owned held for investment as of December 31, 2024 and 2023 ($ in thousands):

As of December 31,

2024 2023

Land $ 35,019  $ 21,337  

Buildings and improvements 81,434  52,224  

In-place lease intangibles 34,826  21,276  

Above-market lease intangibles 4,634  547  

Below-market lease intangibles ( 11,105 ) ( 11,084 )

Total real estate owned held for investment 144,808  84,300  

Less: Accumulated depreciation and amortization ( 5,776 ) ( 1,016 )

Real estate owned held for investment, net $ 139,032  $ 83,284  

As of December 31, 2024 and 2023, no impairment charges have been recognized for real estate owned held for investment.

For the years ended December 31, 2024 and 2023, the Company incurred net depreciation and amortization expense of $ 4.8  million and $ 1.0  million,
respectively. With the exception of amortization related to intangible assets and liabilities for above-market or below-market leases, depreciation and
amortization expense is included within expenses from real estate owned in the Company’s consolidated statements of operations. Amortization related to
intangible assets and liabilities for above-market or below-market leases is recognized as an adjustment to rental revenue and is included within revenue from
real estate owned in the Company’s consolidated statements of operations.

Intangible Lease Assets and Liabilities

The weighted average amortization period for the intangible lease assets and liabilities acquired in connection with the Company’s real estate owned
held for investment during the year ended December 31, 2024 was 5.0 years as of the acquisition date. The weighted average amortization period for the
intangible lease assets and liabilities acquired in connection with the Company’s real estate owned held for investment during the year ended December 31,
2023 was 9.3 years as of the acquisition date.

The following table summarizes the Company’s intangible lease assets and liabilities that are included within real estate owned held for investment as of
December 31, 2024 and 2023 ($ in thousands):

As of December 31, 2024 As of December 31, 2023

Gross
Accumulated
Amortization Net Gross

Accumulated
Amortization Net

Assets:

In-place lease intangibles $ 34,826  $ ( 4,222 ) $ 30,604  $ 21,276  $ ( 767 ) $ 20,509  

Above-market lease intangibles 4,634  ( 421 ) 4,213  547  ( 35 ) 512  

Liabilities:

Below-market lease intangibles ( 11,105 ) 1,356  ( 9,749 ) ( 11,084 ) 322  ( 10,762 )
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The following table summarizes the amortization of intangible lease assets and liabilities related to real estate owned held for investment for the years
ended December 31, 2024 and 2023 ($ in thousands):

Consolidated Statement
of Operations Location

For the Years Ended December 31,

2024 2023

Assets:

In-place lease intangibles Expenses from real estate owned $ 3,455  $ 767  

Above-market lease intangibles Revenue from real estate owned ( 386 ) ( 35 )

Liabilities:

Below-market lease intangibles Revenue from real estate owned 1,034  322  

The following table summarizes the estimated net amortization schedule for the Company’s intangible lease assets and liabilities that are included
within real estate owned held for investment as of December 31, 2024 ($ in thousands):

In-Place Above-Market Below-Market

Lease Intangibles Lease Intangibles Lease Intangibles

2025 $ 5,650  $ 1,066  $ ( 1,042 )

2026 4,747 975 ( 618 )

2027 3,778 705 ( 571 )

2028 3,053 490 ( 542 )

2029 2,649 384 ( 539 )

Thereafter 10,727 593 ( 6,437 )

Total $ 30,604  $ 4,213  $ ( 9,749 )

Future Minimum Lease Payments

The following table summarizes the future minimum contractual lease payments to be collected by the Company under non-cancelable operating leases
related to real estate owned held for investment, excluding tenant reimbursements of expenses and variable lease payments, as of December 31, 2024 ($ in
thousands):

2025 $ 19,301  

2026 19,158

2027 17,595

2028 16,158

2029 15,182

Thereafter 31,917

Total $ 119,311  

Realized (Gain) Loss on Sale of Real Estate Owned

On March 8, 2019, the Company acquired legal title to a hotel property located in New York through a deed in lieu of foreclosure. Prior to March 8, 2019,
the hotel property collateralized a $ 38.6  million senior mortgage loan held by the Company that was in maturity default due to the failure of the borrower to
repay the outstanding principal balance of the loan by the December 2018 maturity date. In conjunction with the deed in lieu of foreclosure, the Company
derecognized the $ 38.6  million senior mortgage loan and recognized the hotel property as real estate owned. As of the date of the deed in lieu of foreclosure,
the Company did not expect to complete a sale of the hotel property within the next twelve months and thus, the hotel property was considered held for
investment, and was carried at its estimated fair value at acquisition and was presented net of accumulated depreciation and impairment charges.
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On November 8, 2021, the Company entered into a Purchase and Sale Agreement to sell the hotel property to a third party for $ 40.0  million and the
sale closed on March 1, 2022. For the year ended December 31, 2022, the Company recognized a $ 2.2  million gain on the sale of the hotel property as the net
carrying value of the hotel property as of the March 1, 2022 sale date was lower than the net sale proceeds received by the Company. The gain on the sale of
the hotel property is included within realized (gain) loss on sale of real estate owned in the Company’s consolidated statements of operations. In connection with
the sale of the hotel property, the Company provided a senior mortgage loan to the buyer of the hotel property. The initial advance funded under such loan was
$ 30.7  million, with up to another $ 25.0  million of additional loan proceeds to be available for future advances to cover a portion of the anticipated property
renovation plan costs, provided certain conditions are satisfied. At closing, the buyer contributed $ 12.9  million of equity into the purchase. Additionally, the
buyer is required to fund an additional $ 8.7  million of equity associated with the anticipated property renovation plan costs.

For the year ended December 31, 2022, the Company did not incur depreciation and amortization expense related to the hotel property.

As described above, for the year ended December 31, 2024, the Company recognized a $ 2.3 million realized loss on the sale of the office property
that was recognized as real estate owned held for sale as the net sale proceeds were less than the net carrying value of the office property as of the sale
closing date.

6.    DEBT

Financing Agreements

The Company borrows funds, as applicable in a given period, under the Wells Fargo Facility, the Citibank Facility, the CNB Facility, the MetLife Facility
and the Morgan Stanley Facility (individually defined below and collectively, the “Secured Funding Agreements”), Notes Payable (as defined below) and the
Secured Term Loan (as defined below). The Company refers to the Secured Funding Agreements, Notes Payable and the Secured Term Loan as the
“Financing Agreements.” The outstanding balance of the Financing Agreements in the table below are presented gross of debt issuance costs. As of December
31, 2024 and 2023, the outstanding balances and total commitments under the Financing Agreements consisted of the following ($ in thousands):

As of December 31, 2024 As of December 31, 2023

Outstanding Balance
Total 

Commitment Outstanding Balance
Total 

Commitment

Secured Funding Agreements:

Wells Fargo Facility $ 210,216  $ 450,000  (1) $ 208,540  $ 450,000  (1)

Citibank Facility 228,727  325,000  (2) 221,604  325,000  

CNB Facility —  75,000  (3) —  75,000  

MetLife Facility —  —  (4) —  180,000  

Morgan Stanley Facility 149,525  250,000  209,673  250,000  

Subtotal $ 588,468  $ 1,100,000  $ 639,817  $ 1,280,000  

Notes Payable $ —  $ —  (5) $ 105,000  $ 105,000  

Secured Term Loan $ 130,000  $ 130,000  (6) $ 150,000  $ 150,000  

   Total $ 718,468  $ 1,230,000  $ 894,817  $ 1,535,000  

______________________________

(1) The maximum commitment for the Wells Fargo Facility (as defined below) may be increased to up to $ 500.0  million at the Company’s option, subject
to the satisfaction of certain conditions, including payment of an upsize fee.

(2) The maximum commitment for the Citibank Facility (as defined below) may be increased to up to $ 425.0  million by up to two increments of $ 50.0
 million with the consent of Citibank (defined below), subject to the satisfaction of certain conditions, including payment of an upsize fee.

(3) Amount immediately available under the CNB Facility at any given time can fluctuate based on the fair value of the collateral in the borrowing base that
secures the CNB Facility. As of December 31, 2024, there was approximately
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$ 42.0  million immediately available under the CNB Facility based on the fair value of the collateral in the borrowing base at such time. The amount
immediately available under the CNB Facility may be increased to up to $ 75.0  million by the pledge of additional collateral into the borrowing base in
accordance with the CNB Facility agreement.

(4) In May 2024, the Company elected to terminate the MetLife Facility prior to its scheduled maturity in August 2024 as the facility had no outstanding
balance.

(5) In September 2024, the Company elected to repay in full through refinancing under the Citibank Facility and terminate the $ 105.0  million recourse note
prior to its scheduled maturity in July 2025.

(6) In May 2024, the Company entered into an amendment to the Secured Term Loan (defined below) and concurrently therewith, repaid $ 10.0  million of
outstanding principal on the Secured Term Loan at par prior to the scheduled maturity as permitted by the contractual terms of the Secured Term Loan
amendment. In addition, in each of August 2024 and September 2024, the Company elected to repay $ 5.0  million of outstanding principal on the
Secured Term Loan at par prior to the scheduled maturity as permitted by the contractual terms of the Secured Term Loan amendment. As of
December 31, 2024, the Secured Term Loan has a total outstanding principal balance of $ 130.0 million.

Some of the Company’s Financing Agreements are collateralized by (i) assignments of specific loans, preferred equity or a pool of loans held for
investment or loans held for sale owned by the Company, (ii) interests in the subordinated portion of the Company’s securitization debt, (iii) interests in wholly-
owned entity subsidiaries that hold the Company’s loans held for investment, or (iv) available-for-sale debt securities. The Company is the borrower or guarantor
under each of the Financing Agreements. Generally, the Company partially offsets interest rate risk by matching the interest index of loans held for investment
with the Secured Funding Agreements used to fund them. The Company’s Financing Agreements contain various affirmative and negative covenants, including
negative pledges, and provisions regarding events of default that are normal and customary for similar financing arrangements.

Wells Fargo Facility
 
The Company is party to a master repurchase funding facility with Wells Fargo Bank, National Association (“Wells Fargo”) (the “Wells Fargo Facility”),

which allows the Company to borrow up to $ 450.0 million. The maximum commitment may be increased to up to $ 500.0  million at the Company’s option,
subject to the satisfaction of certain conditions, including payment of an upsize fee. Under the Wells Fargo Facility, the Company is permitted to sell, and later
repurchase, certain qualifying senior commercial mortgage loans, A-Notes, pari-passu participations in commercial mortgage loans and mezzanine loans under
certain circumstances, subject to available collateral approved by Wells Fargo in its sole discretion. The funding period of the Wells Fargo Facility expires on
December 15, 2025. The initial maturity date of the Wells Fargo Facility is December 15, 2025, subject to two 12-month extensions, each of which may be
exercised at the Company’s option, subject to the satisfaction of certain conditions, including payment of an extension fee, which, if both were exercised, would
extend the maturity date of the Wells Fargo Facility to December 14, 2027. Advances under the Wells Fargo Facility accrue interest at a per annum rate equal to
the sum of one-month SOFR plus a pricing margin range of 1.50 % to 3.75 %, subject to certain exceptions. See Note 18 included in these consolidated
financial statements for a subsequent event related to the Wells Fargo Facility.

The Wells Fargo Facility contains various affirmative and negative covenants and provisions regarding events of default that are applicable to the
Company and certain of the Company’s subsidiaries, which are normal and customary for similar repurchase facilities, including the following: (a) limitations on
the incurrence of additional indebtedness or liens, (b) limitations on how borrowed funds may be used, (c) limitations on certain distributions and dividend
payments in excess of the minimum amount necessary to continue to qualify as a REIT and avoid the payment of income and excise taxes, (d) maintenance of
adequate capital, (e) limitations on change of control, (f) maintaining a ratio of total debt to tangible net worth of not more than 4.50 to 1.00, (g) maintaining
liquidity in an amount not less than the greater of (1) $ 5.0  million or (2) 5 % of the Company’s recourse indebtedness, not to exceed $ 10.0  million (provided
that in the event the Company’s total liquidity equals or exceeds $ 5.0  million, the Company may satisfy the difference between the minimum total liquidity
requirement and the Company’s total liquidity with available borrowing capacity), (h) maintaining a fixed charge coverage ratio (expressed as the ratio of
EBITDA (net income before net interest expense, income tax expense, depreciation and amortization), as defined, to fixed charges) for the immediately
preceding 12-month period ending on the last date of the applicable reporting period to be at least 1.25 to 1.00, (i) maintaining a tangible net worth of at least the
sum of (1) $ 500.0  million plus (2) at any time that the aggregate outstanding principal amount of total debt exceeds $ 1.8  billion, 80 % of the net proceeds
raised in all future equity issuances by the Company subsequent to August 2024 and (j) if certain specific debt yield, loan to value or other credit based tests are
not met with respect to assets on the Wells Fargo Facility, the Company may be required to repay certain amounts
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under the Wells Fargo Facility. As of December 31, 2024, the Company was in compliance with all financial covenants of the Wells Fargo Facility.

Citibank Facility

The Company is party to a $ 325.0 million master repurchase facility with Citibank, N.A. (“Citibank”) (the “Citibank Facility”). Under the Citibank Facility,
the Company is permitted to sell and later repurchase certain qualifying senior commercial mortgage loans and A-Notes approved by Citibank in its sole
discretion. In December 2024, the Company amended the Citibank Facility to, among other things, extend the initial maturity date of the Citibank Facility to
January 13, 2027, subject to two 12 -month extensions, each of which may be exercised at the Company’s option assuming no existing defaults under the
Citibank Facility and applicable extension fees being paid, which, if both were exercised, would extend the maturity date of the Citibank Facility to January 13,
2029. The amendment also included an accordion provision such that the maximum commitment for the Citibank Facility may be increased to up to $ 425.0
 million by up to two increments of $ 50.0  million with the consent of Citibank, subject to the satisfaction of certain conditions, including payment of an upsize
fee. Advances under the Citibank Facility accrue interest at a per annum rate equal to the sum of one-month SOFR plus an indicative pricing margin range of
1.50 % to 2.10 %, subject to certain exceptions. Prior to the January 2022 amendment, the Company incurred a non-utilization fee of 25 basis points per annum
on the average daily available balance of the Citibank Facility to the extent less than 75 % of the Citibank Facility was utilized. Subsequent to the January 2022
amendment, the Company incurs a non-utilization fee of 25 basis points per annum on the average daily positive difference between the maximum advances
approved by Citibank and the actual advances outstanding on the Citibank Facility. For the years ended December 31, 2024 and 2023, the Company did not
incur a non-utilization fee. For the year ended December 31, 2022, the Company incurred a non-utilization fee of $ 11  thousand, which is included within
interest expense in the Company’s consolidated statements of operations.

The Citibank Facility contains various affirmative and negative covenants and provisions regarding events of default that are applicable to the Company
and certain of the Company’s subsidiaries, which are normal and customary for similar repurchase facilities, including the following: (a) maintaining a tangible
net worth of at least $ 500.0 million, (b) maintaining liquidity in an amount not less than the greater of (1) $ 5.0  million or (2) 5 % of the Company’s recourse
indebtedness, not to exceed $ 10.0  million (provided that in the event the Company’s total liquidity equals or exceeds $ 5.0  million, the Company may satisfy
the difference between the minimum total liquidity requirement and the Company’s total liquidity with available borrowing capacity), (c) maintaining a fixed
charge coverage ratio (expressed as the ratio of EBITDA (net income before net interest expense, income tax expense, depreciation and amortization), as
defined, to fixed charges) for the immediately preceding 12-month period ending on the last date of the applicable reporting period to be at least 1.25 to 1.00, (d)
maintaining a ratio of total debt to tangible net worth of not more than 4.50 to 1.00, (e) if certain specific debt yield and loan to value tests are not met with
respect to assets on the Citibank Facility, the Company may be required to repay certain amounts under the Citibank Facility. The Citibank Facility also prohibits
the Company from amending the management agreement with its Manager in a material respect without the prior consent of the lender. As of December 31,
2024, the Company was in compliance with all financial covenants of the Citibank Facility.

CNB Facility

The Company is party to a $ 75.0  million secured revolving funding facility with City National Bank (the “CNB Facility”). The Company is permitted to
borrow funds under the CNB Facility to finance investments and for other working capital and general corporate needs. The amount immediately available under
the CNB Facility at any given time can fluctuate based on the fair value of the collateral in the borrowing base that secures the CNB Facility. As of December
31, 2024, there was approximately $ 42.0  million immediately available under the CNB Facility based on the fair value of the collateral in the borrowing base at
such time, which may be increased to up to $ 75.0  million by the pledge of additional collateral into the borrowing base in accordance with the CNB Facility
agreement. In January 2024, the Company amended the CNB Facility to, among other things: (1) extend the initial maturity date of the CNB Facility to March
10, 2025, subject to one 12-month extension, which may be exercised at the Company's option if certain conditions described in the CNB Facility are met,
including applicable extension fees being paid, which, if exercised, would extend the maturity date to March 10, 2026 and (2) set the interest rate on advances
under the CNB Facility to a per annum rate equal to the sum of, at the Company's option, either (a) a SOFR-based rate plus 3.25 % or (b) a base rate plus 2.25
%, in each case, subject to an interest rate floor. Unless at least 75 % of the CNB Facility is used on average, unused commitments under the CNB Facility
accrue non-utilization fees at the rate of 0.375 % per annum. For the years ended December 31, 2024, 2023 and 2022, the Company incurred a non-utilization
fee of $ 286  thousand, $ 285  thousand and $ 284  thousand, respectively. The non-utilization fee is included within interest expense in the Company’s
consolidated statements of operations.

The CNB Facility contains various affirmative and negative covenants and provisions regarding events of default that are applicable to the Company and
certain of the Company’s subsidiaries, which are normal and customary for similar
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financing facilities, including the following: (a) limitations on the incurrence of additional indebtedness or liens, (b) limitations on how borrowed funds may be
used, (c) limitations on certain distributions and dividend payments following a default or event of default, (d) limitations on dispositions of assets, (e)
maintenance of minimum total asset value by the borrower under the CNB Facility and its subsidiaries and (f) prohibitions of certain change of control events.
The agreements governing the CNB Facility also impose certain covenants on the Company, including the following: (i) maintaining a ratio of total debt to
tangible net worth of not more than 4.50 to 1.00, (ii) maintaining a tangible net worth of at least $ 500.0 million, (iii) maintaining a fixed charge coverage ratio
(expressed as the ratio of EBITDA (net income before net interest expense, income tax expense, depreciation and amortization), as defined, to fixed charges) for
the immediately preceding 12-month period ending on the last date of the applicable reporting period of at least 1.25 to 1.00, (iv) limitations on mergers,
consolidations, transfers of assets and similar transactions and (v) maintaining its status as a REIT. As of December 31, 2024, the Company was in compliance
with all financial covenants of the CNB Facility.

MetLife Facility

The Company was party to a $ 180.0 million revolving master repurchase facility with Metropolitan Life Insurance Company (“MetLife”) (the “MetLife
Facility”), pursuant to which the Company was permitted to sell, and later repurchase, commercial mortgage loans meeting defined eligibility criteria which were
approved by MetLife in its sole discretion. The maturity date of the MetLife Facility was August 13, 2024. On May 8, 2024, the Company elected to terminate the
MetLife Facility prior to its scheduled maturity on August 13, 2024, as the facility had no outstanding balance. There were no prepayment penalties in
connection with the early termination of the facility. Advances under the MetLife Facility accrued interest at a per annum rate equal to the sum of one-month
SOFR plus a spread of 2.50 %, subject to certain exceptions. Unless at least 65 % of the MetLife Facility was utilized, unused commitments under the MetLife
Facility accrued non-utilization fees at the rate of 0.25 % per annum on the average daily available balance. For the years ended December 31, 2024, 2023 and
2022, the Company incurred a non-utilization fee of $ 104  thousand, $ 297  thousand and $ 247  thousand, respectively. The non-utilization fee is included
within interest expense in the Company’s consolidated statements of operations.

Morgan Stanley Facility

The Company is party to a $ 250.0 million master repurchase and securities contract with Morgan Stanley Bank, N.A. (“Morgan Stanley”) (the “Morgan
Stanley Facility”). Under the Morgan Stanley Facility, the Company is permitted to sell, and later repurchase, certain qualifying commercial mortgage loans
collateralized by retail, office, mixed-use, multifamily, industrial, hospitality, student housing or self storage properties. Morgan Stanley may approve the
mortgage loans that are subject to the Morgan Stanley Facility in its sole discretion. The initial maturity date of the Morgan Stanley Facility is July 16, 2025,
subject to one 12-month extension, which may be exercised at the Company’s option, subject to the satisfaction of certain conditions, including payment of an
extension fee, which, if exercised, would extend the maturity date of the Morgan Stanley Facility to July 16, 2026. Advances under the Morgan Stanley Facility
generally accrue interest at a per annum rate equal to the sum of one-month SOFR plus a spread ranging from 1.75 % to 2.25 %, determined by Morgan
Stanley, depending upon the mortgage loan sold to Morgan Stanley in the applicable transaction.

The Morgan Stanley Facility contains various affirmative and negative covenants and provisions regarding events of default that are applicable to the
Company and certain of the Company’s subsidiaries, which are normal and customary for similar repurchase facilities, including the following: (a) maintaining a
tangible net worth of at least $ 500.0  million, (b) maintaining liquidity in an amount not less than the greater of (1) $ 5.0  million or (2) 5 % of the Company’s
recourse indebtedness, not to exceed $ 10.0  million (provided that in the event the Company’s total liquidity equals or exceeds $ 5.0  million, the Company may
satisfy the difference between the minimum total liquidity requirement and the Company’s total liquidity with available borrowing capacity), (c) maintaining a
fixed charge coverage ratio (expressed as the ratio of EBITDA (net income before net interest expense, income tax expense, depreciation and amortization), as
defined, to fixed charges) for the immediately preceding 12-month period ending on the last date of the applicable reporting period to be at least 1.25 to 1.00, (d)
maintaining a ratio of total debt to tangible net worth of not more than 4.50 to 1.00 and (e) if certain specific debt yield and loan to value tests are not met with
respect to assets on the Morgan Stanley Facility, the Company may be required to repay certain amounts under the Morgan Stanley Facility. The Morgan
Stanley Facility also prohibits the Company from amending the management agreement with its Manager in a material respect without the prior consent of the
lender. As of December 31, 2024, the Company was in compliance with all financial covenants of the Morgan Stanley Facility.

Notes Payable

Certain of the Company’s subsidiaries were party to two separate non-recourse note agreements with the lenders referred to therein, consisting of (1) a
$ 28.3  million note that was closed in June 2019, which was secured by a hotel property located in New York that was recognized as real estate owned in the
Company’s consolidated balance sheets and (2) a $ 23.5  million note that was closed in November 2019, which was secured by a $ 34.6  million senior
mortgage loan held by the Company on a multifamily property located in South Carolina.
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The $ 28.3  million note was repaid in full in conjunction with the sale of the hotel property that was recognized as real estate owned on March 1, 2022.
See Note 5 for further details. Advances under the $ 28.3  million note accrued interest at a per annum rate equal to the sum of one-month LIBOR plus a spread
of 3.00 %.

In June 2022, the Company repaid the $ 23.5 million note in full. Advances under the $ 23.5 million note accrued interest at a per annum rate equal to
the sum of one-month LIBOR plus a spread of 3.75 %.

In July 2022, ACRC Lender CO LLC, a wholly owned subsidiary of the Company, entered into a Credit and Security Agreement with Capital One,
National Association, as administrative agent and collateral agent, and the lender referred to therein. The Credit and Security Agreement provided for a $ 105.0
 million recourse note (together with the two non-recourse note agreements discussed above, the “Notes Payable”). The $ 105.0  million note was secured by a
$ 133.0  million senior mortgage loan held by the Company on a multifamily property located in New York and was fully and unconditionally guaranteed by the
Company pursuant to a Guaranty of Recourse Obligation (the “CapOne Guaranty”). The initial maturity date of the $ 105.0  million note was July 28, 2025,
subject to two 12-month extensions, each of which may have been exercised at the Company’s option, subject to the satisfaction of certain conditions, including
payment of an extension fee, which, if both were exercised, would have extended the maturity date to July 28, 2027. On September 13, 2024, the Company
elected to repay in full and terminate the $ 105.0  million note prior to its scheduled maturity on July 28, 2025. There were no prepayment penalties in
connection with the early termination of the $ 105.0  million note. The $ 105.0  million note accrued interest at a per annum rate equal to the sum of one-month
SOFR plus a spread of 2.00 %.

Secured Term Loan

The Company and certain of its subsidiaries are party to a $ 130.0  million Credit and Guaranty Agreement with the lenders referred to therein and
Cortland Capital Market Services LLC, as administrative agent and collateral agent for the lenders (the “Secured Term Loan”). The maturity date of the Secured
Term Loan is November 12, 2026. In May 2024, the Company amended the Secured Term Loan to, among other things, (1) change the schedule of interest rate
increases on advances under the Secured Term Loan to the following fixed rates: (i) 4.50 % per annum until May 1, 2025 and (ii) after May 1, 2025 through
November 12, 2026, the interest rate increases 0.25 % every three months, (2) add a contingent interest rate increase of 4.00 % if the outstanding principal
amount of the Secured Term Loan is not paid down to the following amounts on specific dates as follows: (i) $ 135.0  million as of August 1, 2024, (ii) $ 130.0
 million as of November 1, 2024, (iii) $ 120.0  million as of February 1, 2025, (iv) $ 110.0  million as of May 1, 2025, (v) $ 100.0  million as of August 1, 2025 and
(vi) $ 90.0  million as of November 1, 2025 and (3) make changes to financial covenants, including reducing the minimum tangible net worth requirement and
linking future determinations thereof to the outstanding principal amount of the Secured Term Loan, increasing the minimum unencumbered asset ratio
requirement, reducing the maximum total net leverage ratio and increasing the senior loan concentration threshold. In connection with the amendment and
concurrently therewith, the Company paid a modification fee and paid down $ 10.0  million of outstanding principal on the Secured Term Loan at par. In addition,
on each of August 1, 2024 and September 30, 2024, the Company elected to repay $ 5.0  million of outstanding principal on the Secured Term Loan at par. As
of December 31, 2024, the total outstanding principal balance of the Secured Term Loan was $ 130.0  million.

The total original issue discount and the modification fee on the Secured Term Loan represents a discount to the debt cost to be amortized into interest
expense using the effective interest method over the term of the Secured Term Loan. For the years ended December 31, 2024 and 2023, the per annum
effective interest rate of the Secured Term Loan, which is equal to the fixed interest rate plus the accretion of the original issue discount and associated costs,
was 5.2 % and 4.6 %, respectively.

The Company's obligations under the Secured Term Loan are guaranteed by certain subsidiaries of the Company. Certain subsidiaries of the Company
entered into a Pledge and Security Agreement with the collateral agent under the Secured Term Loan, pursuant to which the obligations of the Company and
the subsidiary guarantors under the Secured Term Loan are each secured by equity interests in certain of the Company's indirect subsidiaries and other assets.
In addition, the Company and certain of its subsidiaries entered into a Negative Pledge Agreement with the collateral agent under the Secured Term Loan,
which prohibits pledging or otherwise encumbering, subject to permitted encumbrances, certain of the assets which were not subject to the Pledge and Security
Agreement.

The Secured Term Loan contains various affirmative and negative covenants and provisions regarding events of default that are applicable to the
Company and certain of the Company’s subsidiaries, which are normal and customary for similar financing agreements, including the following: (a) limitations
on the incurrence of additional indebtedness or liens, (b) limitations on how borrowed funds may be used, (c) limitations on certain distributions and dividend
payments following a default or event of default, (d) limitations on dispositions of assets and (e) prohibitions of certain change of control events. The agreements
governing the Secured Term Loan also impose certain covenants on the Company, including the following: (i)
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maintaining a fixed charge coverage ratio (expressed as the ratio of EBITDA (net income before net interest expense, income tax expense, depreciation and
amortization), as defined, to fixed charges) for the immediately preceding 12-month period ending on the last date of the applicable reporting period to be at
least 1.10 to 1.00, (ii) maintaining a ratio of total debt, net of unrestricted cash and cash equivalents, to tangible net worth of not more than 4.25 to 1.00, (iii)
maintaining a tangible net worth of at least (1) if the outstanding principal balance of the Secured Term Loan is greater than or equal to $ 130.0  million, an
amount equal to the product of (x) such outstanding principal balance and (y) 3.75 , (2) if the outstanding principal balance of the Secured Term Loan is less
than $ 130.0  million but greater than or equal to $ 110.0  million, an amount equal to the lesser of (A) the product of (x) such outstanding principal balance and
(y) 4.00 and (B) $ 487.5  million, (3) if the outstanding principal balance of the Secured Term Loan is less than $ 110.0  million but greater than or equal to $
90.0  million, an amount equal to the lesser of (A) the product of (x) such outstanding principal balance and (y) 4.25 and (B) $ 440.0  million, and (4) if the
outstanding principal balance of the Secured Term Loan is less than $ 90.0  million, an amount equal to the lesser of (A) the product of (x) such outstanding
principal balance and (y) 4.50 and (B) $ 382.5  million, (iv) maintaining an asset coverage ratio greater than 115 %, (v) maintaining an unencumbered asset
ratio greater than 145 %, (vi) limitations on mergers, consolidations, transfers of assets and similar transactions, (vii) maintaining its status as a REIT and (viii)
maintaining at least 80 % of loans held for investment as senior commercial real estate loans, as measured by the average daily outstanding principal balance of
all loans held for investment during a fiscal quarter and as adjusted for non-controlling interests. As of December 31, 2024, the Company was in compliance
with all financial covenants of the Secured Term Loan.

Financing Agreements Maturities

At December 31, 2024, approximate principal maturities of the Company’s Financing Agreements (excluding potential extension options) were as
follows ($ in thousands):

Wells Fargo
Facility

Citibank
Facility CNB Facility

Morgan Stanley
Facility Secured Term Loan Total

2025 $ 210,216  $ —  $ —  $ 149,525  $ —  $ 359,741  

2026 —  —  —  —  130,000  130,000  

2027 —  228,727  —  —  —  228,727  

2028 —  —  —  —  —  —  

2029 —  —  —  —  —  —  

Thereafter —  —  —  —  —  —  

$ 210,216  $ 228,727  $ —  $ 149,525  $ 130,000  $ 718,468  

7.    SECURED BORROWINGS

    A subsidiary of the Company was party to a secured borrowing arrangement related to a transferred loan that was closed in February 2020. In April 2019, the
Company originated a $ 30.5 million loan on an office property located in North Carolina, which was bifurcated between a $ 24.4 million senior mortgage loan
and a $ 6.1 million mezzanine loan. In February 2020, the Company transferred its interest in the $ 24.4 million senior mortgage loan to a third party and
retained the $ 6.1 million mezzanine loan. The Company evaluated whether the transfer of the $ 24.4 million senior mortgage loan met the criteria in FASB ASC
Topic 860, Transfers and Servicing, for treatment as a sale – legal isolation, ability of transferee to pledge or exchange the transferred assets without constraint
and transfer of effective control – and determined that the transfer did not qualify as a sale and thus, was treated as a financing transaction. As such, the
Company did not derecognize the $ 24.4 million senior mortgage loan asset and recorded a secured borrowing liability in the Company’s consolidated balance
sheets. The initial maturity date of the $ 24.4 million secured borrowing was May 5, 2023, subject to one 12-month extension, which could have been exercised
at the transferee’s option, which, if exercised, would have extended the maturity date to May 5, 2024. Advances under the $ 24.4 million secured borrowing
accrued interest at a per annum rate equal to the sum of one-month LIBOR plus a spread of 2.50 %. In July 2022, the $ 30.5  million loan was fully repaid and
thus, the $ 24.4  million secured borrowing liability was derecognized.
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8.    DERIVATIVE FINANCIAL INSTRUMENTS

The Company may use derivative financial instruments, which may include interest rate swaps and interest rate caps, on certain borrowing transactions
to manage its net exposure to interest rate changes and to reduce its overall cost of borrowing. These derivatives may or may not qualify as cash flow hedges
under the hedge accounting requirements of FASB ASC Topic 815, Derivatives and Hedging (“ASC 815”). Derivatives not designated as cash flow hedges are
not speculative and are used to manage our exposure to interest rate movements. See Note 2 included in these consolidated financial statements for additional
discussion of the accounting for designated and non-designated hedges.

The use of derivative financial instruments involves certain risks, including the risk that the counterparties to these contractual arrangements do not
perform as agreed. To mitigate this risk, the Company only enters into derivative financial instruments with counterparties that have appropriate credit ratings
and are major financial institutions with which the Company and its affiliates may also have other financial relationships.

As of December 31, 2024 and 2023, the Company did not have any outstanding interest rate derivatives that were designated as cash flow hedges of
interest rate risk. In December 2023, the Company's interest rate swap derivative expired and its term was not extended. At the expiration date, the interest rate
swap derivative had a notional amount of $ 30.0  million. Further, in March 2022, the Company re-calibrated its net exposure to interest rate changes by
terminating its interest rate cap derivative, which had a notional amount of $ 170.0  million on the termination date and a strike rate of 0.50 %. For the year
ended December 31, 2022, the Company recognized a $ 2.0  million realized gain within OCI in conjunction with the termination of the interest rate cap. In
accordance with ASC 815, the realized gain was recognized within current earnings over the remaining original term of the interest rate cap derivative as it was
designated as an effective hedge. For the years ended December 31, 2023 and 2022, the Company recognized a realized gain of $ 921  thousand and $ 1.0
 million, respectively, through a reduction in interest expense on the termination of the interest rate cap within current earnings.

9.    COMMITMENTS AND CONTINGENCIES

As further discussed in Note 2 to our consolidated financial statements, the impact of the current macroeconomic conditions on the Company’s
business is uncertain. As of December 31, 2024, there were no contingencies recorded on the Company’s consolidated balance sheets as a result of such
conditions; however, if global market conditions worsen, it could adversely affect the Company’s business, financial condition and results of operations.

As of December 31, 2024 and 2023, the Company had the following commitments to fund various senior mortgage loans, subordinated debt
investments, as well as preferred equity investments accounted for as loans held for investment ($ in thousands):

As of December 31,

2024 2023

Total commitments $ 1,773,083  $ 2,274,584  

Less: funded commitments ( 1,698,506 ) ( 2,158,045 )

Total unfunded commitments $ 74,577  $ 116,539  

The Company from time to time may be a party to litigation relating to claims arising in the normal course of business. As of December 31, 2024, the
Company is not aware of any legal claims that could materially impact its business, financial condition or results of operations.
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10.    STOCKHOLDERS’ EQUITY

At the Market Stock Offering Program

On November 22, 2019, the Company entered into an equity distribution agreement (the “Equity Distribution Agreement”), pursuant to which the
Company offered and sold, from time to time, shares of the Company’s common stock, governing as “at the market offering” program having an aggregate
offering price of up to $ 100.0  million. During the year ended December 31, 2022, the Company sold an aggregate of 190,369 shares of the Company’s
common stock under the Equity Distribution Agreement at an average price of $ 15.33 per share. The sales generated net proceeds of approximately $ 2.9
 million. There were no shares sold during the years ended December 31, 2024 and 2023, and the “at the market offering” program is currently unavailable.

Stock Repurchase Program

On July 25, 2023, the Company’s board of directors renewed its stock repurchase program of up to $ 50.0  million (the “Repurchase Program”), which
was expected to be in effect until July 31, 2024, or until the approved dollar amount had been used to repurchase shares. On July 31, 2024, the Company’s
board of directors further renewed the Repurchase Program of up to $ 50.0  million, which is expected to be in effect until July 31, 2025, or until the approved
dollar amount has been used to repurchase shares. Pursuant to the Repurchase Program, the Company may repurchase shares of its common stock in
amounts, at prices and at such times as it deems appropriate, subject to market conditions and other considerations, including all applicable legal requirements.
Repurchases may include purchases on the open market or privately negotiated transactions, under Rule 10b5-1 trading plans, under accelerated share
repurchase programs, in tender offers and otherwise. The Repurchase Program does not obligate the Company to acquire any particular amount of shares of its
common stock and may be modified or suspended at any time at its discretion. During the year ended December 31, 2024, the Company did no t repurchase
any shares through the Repurchase Program. During the year ended December 31, 2023, the Company repurchased a total of 535,965 shares of the
Company’s common stock in the open market for an aggregate purchase price of approximately $ 4.6  million, including expenses paid. The shares were
repurchased at an average price of $ 8.58 per share, including expenses paid.

Common Stock

There were no shares of the Company’s common stock issued in public or private offerings for the years ended December 31, 2024 and 2023. See
“Equity Incentive Plan” below for shares issued under the Equity Incentive Plan described below.

On May 20, 2022, the Company closed the public offering of an aggregate of 7,000,000 shares of the Company’s common stock, generating net
proceeds of approximately $ 103.2  million, after deducting transaction expenses.

Equity Incentive Plan
 
On April 23, 2012, the Company adopted an equity incentive plan, which was amended and restated in June 2018 and further amended in May 2022

(as further amended, the “Amended and Restated 2012 Equity Incentive Plan”). In April 2024, the Company’s board of directors approved, and in May 2024, the
Company’s stockholders approved, the second amendment to the Amended and Restated 2012 Equity Incentive Plan, which increased the total number of
shares of common stock the Company may grant thereunder to 5,015,000 shares. Pursuant to the Amended and Restated 2012 Equity Incentive Plan, as
amended by the second amendment, the Company may grant awards consisting of restricted shares of the Company’s common stock, restricted stock units
(“RSUs”) and/or other equity-based awards to the Company’s outside directors, employees of the Manager, officers, ACREM and other eligible awardees under
the plan. Any restricted shares of the Company’s common stock and RSUs will be accounted for under FASB ASC Topic 718, Compensation—Stock
Compensation, resulting in stock-based compensation expense equal to the grant date fair value of the underlying restricted shares of common stock or RSUs.

 
Restricted stock and RSU grants generally vest ratably over a one to three-year period from the vesting start date. The grantee receives additional

compensation for each outstanding restricted stock or RSU grant, classified as dividends paid, equal to the per-share dividends received by the Company’s
common stockholders.
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The following tables summarize the (i) non-vested shares of restricted stock and RSUs and (ii) vesting schedule of shares of restricted stock and RSUs
for the Company’s directors and officers and employees of the Manager as of December 31, 2024:

Schedule of Non-Vested Share and Share Equivalents

 Restricted Stock
Grants—Directors

RSUs—Officers and
Employees of the

Manager Total

Balance at December 31, 2023 34,215  1,063,366  1,097,581  

Granted 83,052  465,250  548,302  

Vested ( 75,330 ) ( 309,901 ) ( 385,231 )

Forfeited —  ( 65,830 ) ( 65,830 )

Balance at December 31, 2024 41,937  1,152,885  1,194,822  

Future Anticipated Vesting Schedule

Restricted Stock
Grants—Directors

RSUs—Officers and
Employees of the

Manager Total

2025 41,937  324,800  366,737  

2026 —  399,484  399,484  

2027 —  283,551  283,551  

2028 —  145,050  145,050  

2029 —  —  —  

Total 41,937  1,152,885  1,194,822  

The following table summarizes the restricted stock and RSU compensation expense included within general and administrative expenses in the
Company’s consolidated statements of operations, the total fair value of shares vested and the weighted average grant date fair value of the restricted stock
and RSUs granted to the Company’s directors and officers and employees of the Manager for the years ended December 31, 2024, 2023 and 2022 ($ in
thousands):

 For the Years Ended December 31,

 2024 2023 2022

Restricted Stock and RSU Grants Restricted Stock and RSU Grants Restricted Stock and RSU Grants

Directors

Officers and

Employees of the

Manager Total Directors

Officers and

Employees of the

Manager Total Directors

Officers and

Employees of the

Manager Total

Compensation expense $ 589  $ 4,150  $ 4,739  $ 552  $ 3,439  $ 3,991  $ 399  $ 2,477  $ 2,876  

Total fair value of shares vested (1) 571  3,053  3,624  450  1,882  2,332  338  1,623  1,961  

Weighted average grant date fair value 581  2,986  3,567  575  4,609  5,184  390  4,654  5,044  

___________________________

(1)    Based on the closing price of the Company’s common stock on the NYSE on each vesting date.

As of December 31, 2024, 2023 and 2022, the total compensation cost related to non-vested awards not yet recognized totaled $ 7.1 million, $ 9.0
 million and $ 8.0  million, respectively, and the weighted average period over which the non-vested awards are expected to be recognized is 2.1 years, 2.1
years and 2.3 years, respectively.
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11.    EARNINGS PER SHARE

The following information sets forth the computations of basic and diluted earnings (loss) per common share for the years ended December 31, 2024,
2023 and 2022 ($ in thousands, except share and per share data):

For the Years Ended December 31,

2024 2023 2022

Net income (loss) attributable to common stockholders $ ( 34,993 ) $ ( 38,867 ) $ 29,785  

Divided by:

Basic weighted average shares of common stock outstanding: 54,446,368  54,281,998  51,679,744  

Weighted average non-vested restricted stock and RSUs (1) —  —  446,512  

Diluted weighted average shares of common stock outstanding: 54,446,368  54,281,998  52,126,256  

Basic earnings (loss) per common share $ ( 0.64 ) $ ( 0.72 ) $ 0.58  

Diluted earnings (loss) per common share $ ( 0.64 ) $ ( 0.72 ) $ 0.57  

_______________________________

(1)    For the years ended December 31, 2024 and 2023, the weighted average non-vested restricted stock and RSUs of 801,747 and 709,731 shares,
respectively, were excluded from the computation of diluted earnings (loss) per common share as the impact of including those shares would be anti-
dilutive.

12.    INCOME TAX
    

The Company wholly owns ACRC Lender W TRS LLC, which is a taxable REIT subsidiary (“TRS”) formed to issue and hold certain loans intended for
sale. The Company also wholly owns ACRC 2017-FL3 TRS LLC, which is a TRS formed to hold a portion of the FL3 CLO Securitization and FL4 CLO
Securitization (as defined below), including the portion that generates excess inclusion income. Additionally, the Company wholly owns ACRC WM Tenant LLC,
which is a TRS formed to lease from an affiliate the hotel property classified as real estate owned acquired on March 8, 2019. ACRC WM Tenant LLC engaged
a third-party hotel management company to operate the hotel under a management contract prior to the sale of the hotel on March 1, 2022.

The income tax provision for the Company and the TRSs consisted of the following for the years ended December 31, 2024, 2023 and 2022 ($ in
thousands):

For the Years Ended December 31,

2024 2023 2022

Current $ ( 5 ) $ 34  $ 42  

Deferred ( 13 ) —  —  

Excise tax —  ( 73 ) 430  

   Total income tax expense (benefit), including excise tax $ ( 18 ) $ ( 39 ) $ 472  

For the year ended December 31, 2024, the Company did not incur any expense for U.S. federal excise tax. For the years ended December 31, 2023
and 2022, the Company incurred an expense (benefit) of $( 73 ) thousand and $ 430 thousand, respectively, for U.S. federal excise tax. Excise tax represents a
4% tax on the sum of a portion of the Company’s ordinary income and net capital gains not distributed during the calendar year (including any distribution
declared in the fourth quarter and paid following January) plus any prior year shortfall. If it is determined that an excise tax liability exists for the current tax year,
the Company will accrue excise tax on estimated excess taxable income as such taxable income is earned. The annual expense is calculated in accordance
with applicable tax regulations.

The TRSs recognize interest and penalties related to unrecognized tax benefits within income tax expense in the Company’s consolidated statements
of operations. Accrued interest and penalties, if any, are included within other liabilities in the Company’s consolidated balance sheets.

As of December 31, 2024, tax years 2021 through 2024 remain subject to examination by taxing authorities. The Company does not have any
unrecognized tax benefits and the Company does not expect that to change in the next 12 months.
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13.    FAIR VALUE

The Company follows FASB ASC Topic 820-10, Fair Value Measurement (“ASC 820-10”), which expands the application of fair value accounting. ASC
820-10 defines fair value, establishes a framework for measuring fair value in accordance with GAAP and expands disclosure requirements for fair value
measurements. ASC 820-10 determines fair value to be the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants on the measurement date. ASC 820-10 specifies a hierarchy of valuation techniques based on the inputs used in measuring fair
value.

In accordance with ASC 820-10, the inputs used to measure fair value are summarized in the three broad levels listed below:

• Level 1—Quoted prices in active markets for identical assets or liabilities.

• Level 2—Prices are determined using other significant observable inputs. Observable inputs are inputs that other market participants would use
in pricing a security. These may include quoted prices for similar securities, interest rates, prepayment rates, credit risk and others.

• Level 3—Prices are determined using significant unobservable inputs. In situations where quoted prices or observable inputs are unavailable
(for example, when there is little or no market activity for an investment at the end of the period), unobservable inputs may be used.

GAAP requires disclosure of fair value information about financial and nonfinancial assets and liabilities, whether or not recognized in the financial
statements, for which it is practical to estimate the value. In cases where quoted market prices are not available, fair values are based upon the application of
discount rates to estimated future cash flows using market yields, or other valuation methodologies. Any changes to the valuation methodology will be reviewed
by the Company’s management to ensure the changes are appropriate. The methods used may produce a fair value calculation that is not indicative of net
realizable value or reflective of future fair values. Furthermore, while the Company anticipates that the valuation methods are appropriate and consistent with
other market participants, the use of different methodologies, or assumptions, to determine the fair value of certain financial and nonfinancial assets and
liabilities could result in a different estimate of fair value at the reporting date. The Company uses inputs that are current as of the measurement date, which may
fall within periods of market dislocation, during which price transparency may be reduced.

Recurring Fair Value Measurements

Available-for-Sale Debt Securities

The Company designates investments in CRE debt securities as available-for-sale on the acquisition date of such CRE debt securities. The Company is
required to record investments in available-for-sale debt securities at fair value on a recurring basis in accordance with GAAP. During the year ended December
31, 2022, the Company acquired three CRE debt securities for an aggregate purchase price of $ 27.9  million, which consisted of floating rate, investment grade
rated debt securities that had a weighted average coupon of SOFR plus 2.47 %. The Company’s available-for-sale debt securities have a contractual maturity
greater than 10 years from the purchase date.
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During the year ended December 31, 2024, the Company had one CRE debt security fully repay at par. As of December 31, 2024 and 2023, the
Company had two and three , respectively, CRE debt security investments outstanding that were designated as available-for-sale debt securities. The following
tables summarize the Company’s investments in available-for-sale debt securities as of December 31, 2024 and 2023 ($ in thousands):

As of December 31, 2024

Face Amount Amortized Cost Unamortized Discount
Unrealized Gain (Loss),

Net

Available-for-sale debt securities $ 8,667  $ 8,647  $ 20  $ 37  

As of December 31, 2023

Face Amount Amortized Cost Unamortized Discount
Unrealized Gain (Loss),

Net

Available-for-sale debt securities $ 28,000  $ 27,906  $ 94  $ 154  

The fair value of available-for-sale debt securities was estimated using third-party broker quotes, which provide valuation estimates based upon
contractual cash flows, observable inputs comprising credit spreads and market liquidity.

The following tables summarize the financial assets measured at fair value on a recurring basis as of December 31, 2024 and 2023 ($ in thousands):

As of December 31, 2024

Level 1 Level 2 Level 3 Total

Financial assets:

Available-for-sale debt securities $ —  $ 8,684  $ —  $ 8,684  

As of December 31, 2023

Level 1 Level 2 Level 3 Total

Financial assets:

Available-for-sale debt securities $ —  $ 28,060  $ —  $ 28,060  

As of December 31, 2024 and 2023, the Company did not have any financial liabilities or nonfinancial assets or liabilities required to be recorded at fair
value on a recurring basis.

Nonrecurring Fair Value Measurements

Loans Held for Sale

The Company is required to record loans held for sale, a financial asset, at the lower of carrying value or fair value on a nonrecurring basis in
accordance with GAAP. If the fair value of a loan held for sale is determined to be less than its carrying value, a nonrecurring fair value adjustment may be
recorded in earnings through an unrealized loss on loans held for sale. As of December 31, 2024, the Company did not have any loans held for sale. As of
December 31, 2023, the Company had one loan held for sale. The Company determined the fair value of the loan held for sale based on the anticipated
transaction price to be received from the third party that was expected to purchase the loan.

Real Estate Owned

The Company is required to record real estate owned, a nonfinancial asset, at fair value on a nonrecurring basis in accordance with GAAP. Real estate
owned consists of an office property and a mixed-use property that were acquired by the Company on September 19, 2024 and September 8, 2023 through a
deed in lieu of foreclosure and a consensual foreclosure, respectively. See Note 5 included in these consolidated financial statements for more information on
real estate owned. Real estate owned is recorded at fair value at acquisition using Level 3 inputs and is evaluated for indicators of impairment on a quarterly
basis. Real estate owned is considered impaired when the sum of estimated future undiscounted cash flows expected to be generated by the real estate owned
over the estimated remaining holding period is less than the carrying amount of such
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real estate owned. Cash flows include operating cash flows and anticipated capital proceeds generated by the real estate owned. An impairment charge is
recorded equal to the excess of the carrying value of the real estate owned over the fair value.

The office property acquired on September 19, 2024 is classified as real estate owned held for investment in the Company’s consolidated balance
sheets as of the acquisition date and is carried at its estimated fair value at acquisition and is presented net of accumulated depreciation or amortization and
impairment charges. The fair value of the office property at acquisition was estimated using a third-party appraisal, which utilized standard industry valuation
techniques such as the income and market approach. When determining the fair value of the office property, certain assumptions are made including, but not
limited to: (1) projected operating cash flows, including factors such as property operating expenses and re-leasing assumptions that take into account the
number of months to re-lease, market rental revenue and required tenant improvements; and (2) projected cash flows from the eventual disposition of the office
property based upon the Company’s estimation of a capitalization rate, discount rates and comparable selling prices in the market. The fair value of the office
property was estimated using significant unobservable inputs, which considered various comparable properties that were valued using capitalization rates
ranging from 6.4 % to 11.0 % and discount rates ranging from 14.0 % to 16.0 %. No impairment charges have been recognized for the office property as of
December 31, 2024.

The mixed-use property acquired on September 8, 2023 is classified as real estate owned held for investment in the Company’s consolidated balance
sheets as of the acquisition date and is carried at its estimated fair value at acquisition and is presented net of accumulated depreciation or amortization and
impairment charges. The fair value of the mixed-use property at acquisition was estimated using a third-party appraisal, which utilized standard industry
valuation techniques such as the income and market approach. When determining the fair value of the mixed-use property, certain assumptions are made
including, but not limited to: (1) projected operating cash flows, including factors such as property operating expenses and re-leasing assumptions that take into
account the number of months to re-lease, market rental revenue and required tenant improvements; and (2) projected cash flows from the eventual disposition
of the mixed-use property based upon the Company’s estimation of a capitalization rate, discount rates and comparable selling prices in the market. The fair
value of the mixed-use property was estimated using significant unobservable inputs, which considered various comparable properties that were valued using
capitalization rates ranging from 6.4 % to 8.3 % and discount rates ranging from 8.0 % to 9.5 %. No impairment charges have been recognized for the mixed-
use property as of December 31, 2024.

As of December 31, 2024 and 2023, the Company did not have any financial or nonfinancial liabilities required to be recorded at fair value on a
nonrecurring basis.

Financial Assets and Liabilities Not Measured at Fair Value
 
As of December 31, 2024 and 2023, the carrying values and fair values of the Company’s financial assets and liabilities recorded at cost are as follows

($ in thousands):

As of December 31,

2024 2023

Level in Fair Value
Hierarchy Carrying Value

Fair
Value Carrying Value

Fair
Value

Financial assets:

   Loans held for investment 3 $ 1,656,688  $ 1,510,670  $ 2,126,524  $ 1,944,718  

Financial liabilities:

   Secured funding agreements 2 $ 588,468  $ 588,468  $ 639,817  $ 639,817  

   Notes payable 2 —  —  104,662  105,000  

   Secured term loan 3 128,062  125,260  149,393  134,024  

Collateralized loan obligation securitization debt (consolidated
VIEs) 2 455,839  447,356  723,117  705,033  

The carrying values of cash and cash equivalents, restricted cash, interest receivable, due to affiliate liability and accrued expenses, which are all
categorized as Level 2 within the fair value hierarchy, approximate their fair values due to their short-term nature.
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Loans held for investment are recorded at cost, net of unamortized purchase discounts, deferred loan fees and origination costs and cost-recovery
proceeds. To determine the fair value of the collateral, the Company may employ different approaches depending on the type of collateral. The Company
determined the fair value of loans held for investment based on a discounted cash flow methodology (1) for risk rated “1”, “2”, or “3” loans, on a portfolio basis
and (b) for risk rated “4” or “5” loans, on an asset-by-asset basis, in each case taking into consideration various factors including capitalization rates, discount
rates, leasing, occupancy rates, availability and cost of financing, exit plan, sponsorship, actions of other lenders, and comparable selling prices in the market.
The Secured Funding Agreements and Notes Payable are recorded at outstanding principal, which is the Company’s best estimate of the fair value. The
Company determined the fair value of the Secured Term Loan and collateralized loan obligation (“CLO”) securitization debt based on a discounted cash flow
methodology, taking into consideration various factors including discount rates, actions of other lenders and comparable market quotes and recent trades for
similar products.

14.    RELATED PARTY TRANSACTIONS

Management Agreement

The Company is party to an Amended and Restated Management Agreement under which ACREM, subject to the supervision and oversight of the
Company’s board of directors, is responsible for, among other duties, (a) performing all of the Company’s day-to-day functions, (b) determining the Company’s
investment strategy and guidelines in conjunction with the Company’s board of directors, (c) sourcing, analyzing and executing investments, asset sales and
financing, and (d) performing portfolio management duties. In addition, ACREM has an Investment Committee that oversees compliance with the Company’s
investment strategy and guidelines, loans held for investment portfolio holdings and financing strategy.

In exchange for its services, ACREM is entitled to receive a base management fee, an incentive fee and expense reimbursements. In addition, ACREM
and its personnel may receive grants of equity-based awards pursuant to the Company’s Amended and Restated 2012 Equity Incentive Plan and a termination
fee, if applicable.

 
The base management fee is equal to 1.5 % of the Company’s stockholders’ equity per annum, which is calculated and payable quarterly in arrears in

cash. For purposes of calculating the base management fee, stockholders’ equity means: (a) the sum of (i) the net proceeds from all issuances of the
Company’s equity securities since inception (allocated on a pro-rata daily basis for such issuances during the fiscal quarter of any such issuance), plus (ii) the
Company’s retained earnings at the end of the most recently completed fiscal quarter determined in accordance with GAAP (without taking into account any
non-cash equity compensation expense incurred in current or prior periods); less (b) (x) any amount that the Company has paid to repurchase the Company’s
common stock since inception, (y) any unrealized gains and losses and other non-cash items that have impacted stockholders’ equity as reported in the
Company’s consolidated financial statements prepared in accordance with GAAP, and (z) one-time events pursuant to changes in GAAP, and certain non-cash
items not otherwise described above, in each case after discussions between ACREM and the Company’s independent directors and approval by a majority of
the Company’s independent directors. As a result, the Company’s stockholders’ equity, for purposes of calculating the management fee, could be greater or
less than the amount of stockholders’ equity shown in the Company’s consolidated financial statements.

 
The incentive fee is an amount, not less than zero , equal to the difference between: (a) the product of (i) 20 % and (ii) the difference between (A) the

Company’s Core Earnings (as defined below) for the previous 12-month period, and (B) the product of (1) the weighted average of the issue price per share of
the Company’s common stock of all of the Company’s public offerings of common stock multiplied by the weighted average number of all shares of common
stock outstanding including any restricted shares of the Company’s common stock, RSUs, or any shares of the Company’s common stock not yet issued, but
underlying other awards granted under the Company’s Amended and Restated 2012 Equity Incentive Plan (see Note 10 included in these consolidated financial
statements) in the previous 12-month period, and (2) 8 %; and (b) the sum of any incentive fees earned by ACREM with respect to the first three fiscal quarters
of such previous 12-month period; provided, however, that no incentive fee is payable with respect to any fiscal quarter unless cumulative Core Earnings for the
12 most recently completed fiscal quarters is greater than zero . “Core Earnings” is defined in the 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 the
Company’s target investments are structured as debt and the Company forecloses 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 (loss), or in net
income (loss), and one-time events pursuant to changes in GAAP and certain non-cash charges after discussions between ACREM and the Company’s
independent directors and after approval by a majority of the Company’s independent directors. On April 25, 2022, the Company and ACREM entered into an
amendment to the Management Agreement to (a) exclude $ 2.4  million of net income associated with the sale of the real estate owned property for the three
months ended March 31, 2022 and to (b) include $ 2.0  million of net income associated with the Company’s gain on the termination of its interest rate cap
derivative for the three
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months ended March 31, 2022, in each case, with respect to Core Earnings for the three months ended March 31, 2022. Core Earnings is defined in the
Management Agreement and is used to calculate the incentive fees the Company pays to ACREM. For the year ended December 31, 2024, the Company did
not incur any incentive fees. For the years ended December 31, 2023 and 2022, the Company incurred incentive fees of $ 334 thousand and $ 3.4  million,
respectively.

The Company reimburses ACREM at cost for operating expenses that ACREM incurs on the Company’s behalf, including expenses relating to legal,
financial, accounting, servicing, due diligence and other services, expenses in connection with the origination and financing of the Company’s investments,
communications with the Company’s stockholders, information technology systems, software and data services used for the Company, travel, complying with
legal and regulatory requirements, taxes, insurance maintained for the benefit of the Company as well as all other expenses actually incurred by ACREM that
are reasonably necessary for the performance by ACREM of its duties and functions under the Management Agreement. Ares Management, from time to time,
incurs fees, costs and expenses on behalf of more than one investment vehicle. To the extent such fees, costs and expenses are incurred for the account or
benefit of more than one fund, each such investment vehicle, including the Company, will typically bear an allocable portion of any such fees, costs and
expenses in proportion to the size of its investment in the activity or entity to which such expense relates (subject to the terms of each fund’s governing
documents) or in such other manner as Ares Management considers fair and equitable under the circumstances, such as the relative fund size or capital
available to be invested by such investment vehicles. Where an investment vehicle’s governing documents do not permit the payment of a particular expense,
Ares Management will generally pay such investment vehicle’s allocable portion of such expense. In addition, the Company is responsible for its proportionate
share of certain fees and expenses, including due diligence costs, as determined by ACREM 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 Company will not reimburse ACREM for the salaries and other compensation of its personnel, except for the allocable share of the salaries and

other compensation of the Company’s (a) Chief Financial Officer, based on the percentage of his time spent on the Company’s affairs and (b) other corporate
finance, tax, accounting, internal audit, legal, risk management, operations, compliance and other non-investment professional personnel of ACREM or its
affiliates who spend all or a portion of their time managing the Company’s affairs based on the percentage of their time spent on the Company’s affairs. The
Company is also required to pay its pro-rata portion of rent, telephone, utilities, office furniture, equipment, machinery and other office, internal and overhead
expenses of ACREM and its affiliates that are required for the Company’s operations.

 
Certain of the Company’s subsidiaries, along with the Company’s lenders under certain of the Company’s Secured Funding Agreements, as well as

under the CLO transaction have entered into various servicing agreements with ACREM’s subsidiary servicer, Ares Commercial Real Estate Servicer LLC
(“ACRES”). The Company’s Manager will specially service, as needed, certain of the Company’s investments. Effective May 1, 2012, ACRES agreed that no
servicing fees pursuant to these servicing agreements would be charged to the Company or its subsidiaries by ACRES or the Manager for so long as the
Management Agreement remains in effect, but that ACRES will continue to receive reimbursement for overhead related to servicing and operational activities
pursuant to the terms of the Management Agreement.

The term of the Management Agreement ends on April 25, 2025, with automatic one-year renewal terms thereafter. Except under limited
circumstances, upon a termination of the Management Agreement, the Company will pay ACREM a termination fee equal to three times the average annual
base management fee and incentive fee received by ACREM during the 24-month period immediately preceding the most recently completed fiscal quarter
prior to the date of termination, each as described above.

F-44



Table of Contents

The following table summarizes the related party costs incurred by the Company for the years ended December 31, 2024, 2023 and 2022, and amounts
payable to the Company’s Manager as of December 31, 2024 and 2023 ($ in thousands):

Incurred Payable

For the Years Ended December 31, As of December 31,

2024 2023 2022 2024 2023

Affiliate Payments

Management fees $ 10,685  $ 11,929  $ 11,456  $ 2,571  $ 2,946  

Incentive fees —  334  3,442 —  —  

General and administrative expenses 3,825  3,434  3,777  1,178  1,154  

Direct costs (1) 217  124  165  41  35  

   Total $ 14,727  $ 15,821  $ 18,840  $ 3,790  $ 4,135  

_______________________________

(1)    For the years ended December 31, 2024, 2023 and 2022, direct costs incurred are included within general and administrative expenses in the Company’s
consolidated statements of operations.

Investments in Loans

From time to time, the Company may co-invest with other investment vehicles managed by Ares Management or its affiliates, including the Manager,
and their portfolio companies, including by means of splitting investments, participating in investments or other means of syndication of investments. For such
co-investments, the Company expects to act as the administrative agent for the holders of such investments provided that the Company maintains a majority of
the aggregate investment. No fees will be received by the Company for performing such service. The Company will be responsible for its pro-rata share of costs
and expenses for such co-investments, including due diligence costs for transactions which fail to close. The Company’s investment in such co-investments are
made on a pari-passu basis with the other Ares managed investment vehicles and the Company is not obligated to provide, nor has it provided, any financial
support to the other Ares managed investment vehicles. As such, the Company’s risk is limited to the carrying value of its investment and the Company
recognizes only the carrying value of its investment in its consolidated balance sheets. As of December 31, 2024 and 2023, the total outstanding principal
balance for co-investments held by the Company was $ 266.8  million and $ 236.7  million, respectively.

Loan Purchases From Affiliate

One or more affiliates of the Company’s Manager may originate commercial real estate loans, which may be made available for purchase by other
investment vehicles, including the Company and other Ares Management managed investment vehicles. From time to time, the Company may purchase such
commercial real estate loans from affiliates of the Company’s Manager. The Company’s Manager will approve the purchase of such loans only on terms,
including the consideration to be paid, that are determined by the Company’s Manager in good faith to be appropriate for the Company and provided that the
Company has sufficient liquidity. The Company is not obligated to purchase any loans originated by affiliates of the Company’s Manager. In addition, from time
to time, the Company may purchase loans, including participations in loans, from other Ares Management managed investment vehicles. Loans purchased by
the Company from affiliates of the Company’s Manager or other Ares Management managed investment vehicles are purchased at fair value as determined by
an independent third-party valuation expert and are subject to approval by a majority of the Company’s independent directors. No loans were purchased by the
Company from affiliates of the Company’s Manager or other Ares Management managed investment vehicles for the years ended December 31, 2024 and
2023.
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15.    DIVIDENDS AND DISTRIBUTIONS

The following table summarizes the Company’s dividends declared during the years ended December 31, 2024, 2023 and 2022 ($ in thousands, except
per share data):

Date Declared Record Date Payment Date Per Share Amount Total Amount

November 7, 2024 December 31, 2024 January 15, 2025 $ 0.25  $ 13,924  

August 6, 2024 September 30, 2024 October 15, 2024 0.25  13,809  

May 9, 2024 June 28, 2024 July 16, 2024 0.25  13,812  

February 22, 2024 March 28, 2024 April 16, 2024 0.25  13,802  

Total cash dividends declared for the year ended December 31, 2024 $ 1.00  $ 55,347  

November 3, 2023 December 29, 2023 January 17, 2024 $ 0.33  $ 18,220  

August 2, 2023 September 29, 2023 October 17, 2023 0.33  18,082  

May 2, 2023 June 30, 2023 July 18, 2023 0.35  (1) 19,180  

February 15, 2023 March 31, 2023 April 18, 2023 0.35  (1) 19,345  

Total cash dividends declared for the year ended December 31, 2023 $ 1.36  $ 74,827  

November 2, 2022 December 30, 2022 January 18, 2023 $ 0.35  (1) $ 19,347  

July 29, 2022 September 30, 2022 October 17, 2022 0.35  (1) 19,196  

May 3, 2022 June 30, 2022 July 15, 2022 0.35  (1) 19,198  

February 15, 2022 March 31, 2022 April 14, 2022 0.35  (1) 16,740  

Total cash dividends declared for the year ended December 31, 2022 $ 1.40  $ 74,481  

_______________________________

(1)     Consists of a regular cash dividend of $ 0.33 and a supplemental cash dividend of $ 0.02 .

16.    VARIABLE INTEREST ENTITIES

Consolidated VIEs

As discussed in Note 2, the Company evaluates all of its investments and other interests in entities for consolidation, including its investments in the
CLO Securitizations (as defined below), which are considered to be variable interests in VIEs.

CLO Securitizations

On January 11, 2019, ACRE Commercial Mortgage 2017-FL3 Ltd. (the “FL3 Issuer”) and ACRE Commercial Mortgage 2017-FL3 LLC (the “FL3 Co-
Issuer”), both wholly-owned indirect subsidiaries of the Company, entered into an Amended and Restated Indenture (the “FL3 Amended Indenture”) with Wells
Fargo Bank, National Association, as advancing agent and note administrator, and Wilmington Trust, National Association, as trustee, which governs the
approximately $ 504.1 million principal balance of secured floating rate notes (the “FL3 Notes”) issued by the FL3 Issuer and $ 52.9 million of preferred equity in
the FL3 Issuer (the “FL3 CLO Securitization”). The FL3 Amended Indenture amends and restates, and replaces in its entirety, the indenture for the CLO
securitization issued in March 2017, which governed the issuance of approximately $ 308.8 million principal balance of secured floating rate notes and $ 32.4
million of preferred equity in the FL3 Issuer.

As of December 31, 2024, the FL3 Notes were collateralized by interests in a pool of 12 mortgage assets having a total principal balance of $ 365.2
million (the “FL3 Mortgage Assets”) that were closed by a wholly-owned subsidiary of the Company. As of December 31, 2023, the FL3 Notes were
collateralized by interests in a pool of 16 mortgage assets having a total principal balance of $ 526.0  million that were closed by a wholly-owned subsidiary of
the Company and $ 31.0  million of receivables related to repayments of outstanding principal on previous mortgage assets. On April 13, 2021, the FL3 Issuer
and the FL3 Co-Issuer entered into a First Supplement to Amended and Restated Indenture (the “2021 Amended Indenture”) with Wells Fargo Bank, National
Association, as advancing agent and note administrator, and Wilmington Trust, National Association, as trustee, which governs the FL3 CLO Securitization. The
purpose of the 2021 Amended Indenture was to, among other things, extend the reinvestment period to March 31, 2024. During the reinvestment period, the
Company was able to direct the FL3 Issuer to acquire additional mortgage assets subject to certain conditions. The reinvestment period expired on March 31,
2024 and was not renewed.
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The contribution of the FL3 Mortgage Assets to the FL3 Issuer is governed by a Mortgage Asset Purchase Agreement between ACRC Lender LLC, a

wholly owned subsidiary of the Company (the “Seller”) and the FL3 Issuer, and acknowledged by the Company solely for purposes of confirming its status as a
REIT, in which the Seller made certain customary representations, warranties and covenants.

 
In connection with the securitization, the FL3 Issuer and FL3 Co-Issuer offered and issued the following classes of Notes: Class A, Class A-S, Class B,

Class C and Class D Notes (collectively, the “FL3 Offered Notes”) to a third party. The Company retained (through one of its wholly-owned subsidiaries)
approximately $ 58.5 million of the FL3 Notes and all of the $ 52.9 million of preferred equity in the FL3 Issuer, which totaled $ 111.4 million. The Company, as
the holder of the subordinated FL3 Notes and all of the preferred equity in the FL3 Issuer, has the obligation to absorb losses of the CLO, since the Company
has a first loss position in the capital structure of the CLO. During the year ended December 31, 2024, the Company paid down $ 141.7 million of the FL3
Offered Notes. During the year ended December 31, 2023, the Company did no t pay down any of the FL3 Offered Notes.

On January 28, 2021, ACRE Commercial Mortgage 2021-FL4 Ltd. (the “FL4 Issuer”) and ACRE Commercial Mortgage 2021-FL4 LLC (the “FL4 Co-
Issuer”), both wholly owned indirect subsidiaries of the Company, entered into an Indenture (the “FL4 Indenture”) with the Seller, as advancing agent, Wells
Fargo Bank, National Association, as note administrator, and Wilmington Trust, National Association, as trustee, which governs the issuance of approximately $
603.0  million principal balance secured floating rate notes (the “FL4 Notes”) and $ 64.3  million of preferred equity in the FL4 Issuer (the “FL4 CLO
Securitization”). For U.S. federal income tax purposes, the FL4 Issuer and FL4 Co-Issuer are disregarded entities.

As of December 31, 2024, the FL4 Notes were collateralized by interests in a pool of four mortgage assets having a total principal balance of $ 186.8
million (the “FL4 Mortgage Assets”) that were closed by a wholly-owned subsidiary of the Company and $ 60.5 million of real estate owned related to an office
property, which had collateralized a previous mortgage asset, and was acquired in September 2024 through a deed in lieu of foreclosure. As of December 31,
2023, the FL4 Notes were collateralized by interests in a pool of nine mortgage assets having a total principal balance of $ 404.1  million that were closed by a
wholly-owned subsidiary of the Company and $ 1.0  million of receivables related to repayments of outstanding principal on previous mortgage assets. During
the period that ended in April 2024 (the “Companion Participation Acquisition Period”), the FL4 Issuer was able to use certain principal proceeds from the FL4
Mortgage Assets to acquire additional funded pari-passu participations related to the FL4 Mortgage Assets that met certain acquisition criteria. The Companion
Participation Acquisition Period expired in April 2024 and was not renewed.

The sale of the FL4 Mortgage Assets to the FL4 Issuer is governed by a FL4 Mortgage Asset Purchase Agreement between the Seller and the FL4
Issuer, and acknowledged by the Company solely for purposes of confirming its status as a REIT, in which the Seller made certain customary representations,
warranties and covenants.

In connection with the FL4 CLO Securitization, the FL4 Issuer and FL4 Co-Issuer offered and issued the following classes of FL4 Notes to third party
investors: Class A, Class A-S, Class B, Class C, Class D and Class E Notes (collectively, the “FL4 Offered Notes”). A wholly owned subsidiary of the Company
retained approximately $ 62.5  million of the FL4 Notes and all of the $ 64.3  million of preferred equity in the FL4 Issuer, which totaled $ 126.8  million. The
Company, as the holder of the subordinated FL4 Notes and all of the preferred equity in the FL4 Issuer, has the obligation to absorb losses of the FL4 CLO
Securitization, since the Company has a first loss position in the capital structure of the FL4 CLO Securitization. During the years ended December 31, 2024
and 2023, the Company paid down $ 126.2 million and $ 55.1  million of the FL4 Offered Notes, respectively.
 

The FL3 CLO Securitization and the FL4 CLO Securitization are collectively referred to as the “CLO Securitizations.” As the directing holder of the CLO
Securitizations, the Company has the ability to direct activities that could significantly impact the CLO Securitizations’ economic performance. ACRES is
designated as special servicer of the CLO Securitizations and has the power to direct activities during the loan workout process on defaulted and delinquent
loans, which is the activity that most significantly impacts the CLO Securitizations’ economic performance. ACRES did not waive the special servicing fee, and
the Company pays its overhead costs. If an unrelated third party had the right to unilaterally remove the special servicer, then the Company would not have the
power to direct activities that most significantly impact the CLO Securitizations’ economic performance. In addition, there were no substantive kick-out rights of
any unrelated third party to remove the special servicer without cause. The Company’s subsidiaries, as directing holders, have the ability to remove the special
servicer without cause. Based on these factors, the Company is determined to be the primary beneficiary of each of the CLO Securitizations; thus, the CLO
Securitizations are consolidated into the Company’s consolidated financial statements.
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The CLO Securitizations are consolidated in accordance with FASB ASC Topic 810 and are structured as pass through entities that receive principal
and interest on the underlying collateral and distributes those payments to the note holders, as applicable. The assets and other instruments held by the CLO
Securitizations are restricted and can only be used to fulfill the obligations of the respective CLO Securitizations. Additionally, the obligations of the CLO
Securitizations do not have any recourse to the general credit of any other consolidated entities, nor to the Company as the primary beneficiary.

The inclusion of the assets and liabilities of the CLO Securitizations of which the Company is deemed the primary beneficiary has no economic effect on
the Company. The Company’s exposure to the obligations of the CLO Securitizations are generally limited to its investment in the entity. The Company is not
obligated to provide, nor has it provided, any financial support for the consolidated structures. As such, the risk associated with the Company’s involvement in
the CLO Securitizations are limited to the carrying value of its investment in each of the entities. As of December 31, 2024, the Company’s maximum risk of loss
was $ 156.4  million, which represents the carrying value of its investments in the CLO Securitizations.

Non-consolidated VIEs

The Company evaluated its senior mortgage loan investment that is collateralized by a residential condominium property located in New York, and it
was determined to be an interest in a VIE. However, the Company was not deemed to be the primary beneficiary. The Company’s exposure to the obligations of
the VIE is generally limited to its investment and the Company is not obligated to provide, nor has it provided, any financial support to the VIE. As such, the risk
associated with the Company’s involvement in the VIE is limited to the carrying value of its investment. As of December 31, 2024, the Company’s maximum risk
of loss was $ 99.7  million, which represents the carrying value of its investment in the VIE.

17.   SEGMENT INFORMATION

As described in Note 1 included in these consolidated financial statements, the Company operates as a single reportable segment, which derives its
revenues by directly originating and managing a diversified portfolio of CRE debt-related investments. The Company manages its business activities on a
consolidated basis and the accounting policies of the segment are the same as those described in Note 2 included in these consolidated financial statements.
The Company’s Chief Operating Decision Maker (“CODM”) is the chief executive officer.

The CODM assesses performance for the segment and decides how to allocate resources based on net income (loss) attributable to common
stockholders. The measure of segment assets is reported in the consolidated balance sheets as total assets.

The following table summarizes the information about segment net income (loss) and significant segment expenses for the years ended December 31,
2024, 2023 and 2022 ($ in thousands):

 For the Years Ended December 31,

2024 2023 2022

Net interest margin $ 51,732  $ 88,956  $ 104,177  

Revenue from real estate owned 17,918  3,970  2,672  

Total revenue 69,650  92,926  106,849  

Less:

Expenses from real estate owned 12,964  2,518  4,309  

Provision for (reversal of) current expected credit losses, net ( 18,152 ) 91,825  46,061  

Realized losses on loans 83,591  10,499  —  

Realized (gain) loss on sale of real estate owned 2,287  —  ( 2,197 )

Other segment items (1) 23,953  26,951  28,891  

Segment net income (loss) ( 34,993 ) ( 38,867 ) 29,785  

Adjustments and reconciling items —  —  —  

Net income (loss) attributable to common stockholders $ ( 34,993 ) $ ( 38,867 ) $ 29,785  

______________________________

(1) Other segment items included in Segment net income (loss) includes management and incentive fees to affiliate, professional fees, general and
administrative expenses, general and administrative expenses reimbursed to affiliate, change in unrealized losses on loans held for sale and income tax
expense (benefit), including excise tax .
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18.    SUBSEQUENT EVENTS

The Company’s management has evaluated subsequent events through the date of issuance of the consolidated financial statements included herein.
There have been no subsequent events that occurred during such period that would require disclosure in this annual report on Form 10-K or would be required
to be recognized in the consolidated financial statements as of and for the year ended December 31, 2024, except as disclosed below.

The Company’s board of directors declared a regular cash dividend of $ 0.15 per common share for the first quarter of 2025. The first quarter 2025
dividend will be payable on April 15, 2025 to common stockholders of record as of March 31, 2025.

On January 6, 2025, the senior mortgage loan collateralized by a mixed-use property located in Texas, which was in maturity default as of December
31, 2024 due to the failure of the borrower to repay the outstanding principal balance of the loan by the December 2024 maturity date, was fully repaid.

On February 10, 2025, ACRC Lender W LLC and ACRC Lender W TRS LLC, each a subsidiary of the Company (collectively, “ACRC Lender W”),
entered into an amendment to the Wells Fargo Facility. The purpose of the amendment was to, among other things, extend the initial maturity date and funding
period of the Wells Fargo Facility to February 10, 2028. The maturity date of the Wells Fargo Facility continues to be subject to two 12-month extensions, each
of which may be exercised at ACRC Lender W’s option, subject to the satisfaction of certain conditions and applicable extension fees being paid, which, if both
were exercised, would extend the maturity date of the Wells Fargo Facility to February 10, 2030.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its

behalf by the undersigned, thereunto duly authorized.

ARES COMMERCIAL REAL ESTATE CORPORATION

Dated:February 12, 2025 By: /s/ Bryan Donohoe

Bryan Donohoe

Chief Executive Officer and Director
(Principal Executive Officer)

Dated:February 12, 2025 By: /s/ Jeffrey Gonzales

Jeffrey Gonzales

Chief Financial Officer and Treasurer 
(Principal Financial and Accounting Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.

Dated:February 12, 2025 By: /s/ Bryan Donohoe

Bryan Donohoe
  Chief Executive Officer and Director
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Chairman, Director
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 Director
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Caroline E. Blakely
 Director
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William L. Browning
 Director
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 Director
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Rebecca J. Parekh
 Director
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Exhibit 10.84

EXECUTION VERSION

SEVENTH AMENDMENT TO MASTER REPURCHASE AGREEMENT

THIS SEVENTH AMENDMENT TO MASTER REPURCHASE AGREEMENT (this “Amendment”), dated as of December
31, 2024 (the “Effective Date”), is made by and among ACRC LENDER C LLC, a Delaware limited liability company (“Seller”),
ARES COMMERCIAL REAL ESTATE CORPORATION, a Maryland corporation (“Guarantor”) (for the purpose of acknowledging
and agreeing to the provision set forth in Section 4 hereof), and CITIBANK, N.A., a national banking association (“Buyer”).

W I T N E S S E T H:

WHEREAS, Seller and Buyer have entered into that certain Master Repurchase Agreement , dated as of December
8, 2014, as amended by (1) that certain First Amendment to Master Repurchase Agreement, dated as of July 13, 2016, (2) that
certain Second Amendment to Master Repurchase Agreement, dated as of July 13, 2016, (3) that certain Third Amendment to
Master Repurchase Agreement, dated as of December 8, 2016, (4) that certain Fourth Amendment to Master Repurchase
Agreement, dated as of December 10, 2018, (5) that certain Amended and Restated Fourth Amendment to Master Repurchase
Agreement, dated as of December 13, 2018, (6) that certain Fifth Amendment to Master Repurchase Agreement, dated as of
November 30, 2021, (7) that certain Sixth Amendment to Master Repurchase Agreement, dated as of January 13, 2022, and (8)
that certain Omnibus Amendment to Transaction Documents, dated as of November 4, 2024 (as the same may be further
amended, supplemented, extended, restated, replaced or otherwise modified from time to time, collectively, the “Repurchase
Agreement”);

WHEREAS, all capitalized terms used herein and not otherwise defined shall have the respective meanings set forth
in the Repurchase Agreement; and

WHEREAS, Seller and Buyer desire to modify certain terms and provisions of the Repurchase Agreement as set
forth herein.

NOW, THEREFORE, in consideration of ten dollars ($10) and for other good and valuable consideration, the receipt
and legal sufficiency of which are hereby acknowledged, Seller and Buyer covenant and agree as follows as of the Effective Date
and Guarantor acknowledges and agrees as to the provision set forth in Section 4 as of the Effective Date:

Modification of Repurchase Agreement. As of the Effective Date, the Repurchase Agreement is hereby amended to
delete the stricken text (indicated textually in the same manner as the following example: stricken text) and to add the bold and
double-underlined text (indicated textually in the same manner as the following example: bold and double-underlined text) as
set forth on Appendix A attached hereto. The parties hereto further acknowledge and agree that Appendix A constitutes the
conformed Repurchase Agreement as amended and modified by this Amendment.
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Agreement Regarding AML, Sanctions and KYC Provisions. Buyer and Seller agree that, in connection with the next
amendment of the Repurchase Agreement, Buyer and Seller shall negotiate in good faith to modify the provisions in Section 10(o)
and Section 12(n) of the Repurchase Agreement (including any definitions in the Repurchase Agreement related thereto) to
cause such provisions to be substantially consistent with Buyer’s current standard language relating to anti-money laundering,
sanctions and “know your customer” requirements.

Seller’s Representations. Seller has taken all necessary action to authorize the execution, delivery and performance of
this Amendment and any other Transaction Document to be executed and delivered in connection with this Amendment. This
Amendment and the other Transaction Documents to be executed and delivered in connection with this Amendment have been
duly executed and delivered by or on behalf of Seller and constitute the legal, valid and binding obligation of Seller enforceable
against Seller in accordance with their respective terms subject to bankruptcy, insolvency, and other limitations on creditors’ rights
generally and to equitable principles. No Event of Default has occurred and is continuing, and no Event of Default will occur as a
result of the execution, delivery and performance by Seller of this Amendment and the other Transaction Documents to be
executed and delivered in connection with this Amendment. Any consent, approval, authorization, order, registration or
qualification of or with any Governmental Authority required for the execution, delivery and performance by Seller of this
Amendment or any other Transaction Document to be executed and delivered in connection with this Amendment has been
obtained and is in full force and effect (other than consents, approvals, authorizations, orders, registrations or qualifications that if
not obtained, are not reasonably likely to have a Material Adverse Effect).

Reaffirmation of Guaranty. Guarantor has executed this Amendment for the purpose of acknowledging and agreeing that,
notwithstanding the execution and delivery of this Amendment and the amendment of the Repurchase Agreement hereunder, all
of Guarantor’s obligations under the Guaranty remain in full force and effect and the same are hereby irrevocably and
unconditionally ratified and confirmed by Guarantor in all respects.

Conditions Precedent. This Amendment and its provisions shall become effective upon the receipt by Buyer of the
following:

Transaction Documents. This Amendment, duly executed and delivered by Seller, Guarantor and Buyer, and the Fee
Letter, duly executed and delivered by Buyer and Seller;

Legal Opinions. An opinion of outside counsel to Seller reasonably acceptable to Buyer as to authority and
enforceability with respect to this Amendment, the Fee Letter and the Master Repurchase Agreement (as amended by this
Amendment);

Officer’s Certificate. An officer’s certificate for each of Seller and Guarantor: (i) certifying as to and attaching a good
standing certificate from its state or jurisdiction of formation, (ii) certifying as to and attaching its organizational documents
or certifying that no amendments have been made to its organizational documents since the date of the last officer’s
certificate delivered to Buyer, unless otherwise stated therein, and (iii)
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certifying as to its authority to execute and deliver this Amendment and the other Transaction Documents to be executed
and delivered by it in connection with this Amendment; and

Costs. The out-of-pocket costs and expenses payable to Buyer in connection with this Amendment and the
transactions contemplated hereby.

Agreement Regarding Expenses. Seller agrees to pay Buyer’s reasonable out-of-pocket expenses (including reasonable
legal fees) incurred in connection with the preparation and negotiation of this Amendment promptly after Buyer or Buyer’s counsel
gives Seller an invoice for such expenses.

Full Force and Effect. Except as expressly modified hereby, all of the terms, covenants and conditions of the Repurchase
Agreement and the other Transaction Documents remain unmodified and in full force and effect and are hereby ratified and
confirmed by each of the parties hereto. Any inconsistency between this Amendment and the Repurchase Agreement (as it
existed before this Amendment) shall be resolved in favor of this Amendment, whether or not this Amendment specifically
modifies the particular provision(s) in the Repurchase Agreement inconsistent with this Amendment. All references to the
“Agreement” in the Repurchase Agreement or to the “Repurchase Agreement” in any of the other Transaction Documents shall
mean and refer to the Repurchase Agreement as modified and amended hereby.

No Waiver. The execution, delivery and effectiveness of this Amendment shall not operate as a waiver of any right, power
or remedy of Buyer under the Repurchase Agreement, any of the other Transaction Documents or any other document,
instrument or agreement executed and/or delivered in connection therewith.

Headings. Each of the captions contained in this Amendment are for the convenience of reference only and shall not
define or limit the provisions hereof.

Counterparts. This Amendment may be executed in any number of counterparts, and all such counterparts shall together
constitute the same agreement. Signatures delivered by email (in PDF format) shall be considered binding with the same force
and effect as original signatures.

Governing Law. This Amendment shall be governed in accordance with the terms and provisions of Section 20 of the
Repurchase Agreement.

[No Further Text on this Page; Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed by their duly authorized
representatives as of the day and year first above written and effective as of the Effective Date.

BUYER:

CITIBANK, N.A.

By: /s/ Christopher Cho    
Name: Christopher Cho
Title: Authorized Signatory

[SIGNATURES CONTINUE ON NEXT PAGE]

[Signature Page to Seventh Amendment to Master Repurchase Agreement]
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SELLER:

ACRC LENDER C LLC,
a Delaware limited liability company

By: /s/ Jessica Mattoon
Name: Jessica Mattoon
Title: Vice President and Assistant Secretary

GUARANTOR:

ARES COMMERCIAL REAL ESTATE CORPORATION,
a Maryland corporation

By: /s/ Keith Kooper
Name: Keith Kooper
Title: Vice President and Assistant Secretary

[Signature Page to Seventh Amendment to Master Repurchase Agreement]
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CONFORMED THROUGH:
First Amendment dated as of July 13, 2016

Second Amendment dated as of July 13, 2016
Third Amendment dated as of December 8, 2016

Fourth Amendment dated as of December 13, 2018
Fifth Amendment dated as of November 30, 2021

Sixth Amendment dated as of January 13, 2022
Seventh Amendment dated as of December 31, 2024

MASTER REPURCHASE AGREEMENT

Dated as of December 8, 2014 between

ACRC LENDER C LLC,

as Seller, and

CITIBANK, N.A.,

as Buyer
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MASTER REPURCHASE AGREEMENT, dated as of December 8, 2014, by and between ACRC LENDER
C LLC, a Delaware limited liability company (“Seller”) and CITIBANK, N.A., a national banking association
(“Buyer”).

WHEREAS, Seller and Buyer entered into that certain Master Loan and Security Agreement (the “Original
Loan Agreement”), dated as of December 8, 2011, as amended by (1) that certain First Amendment to Master
Loan and Security Agreement, dated as of April 16, 2012 (the “First Amendment”), (2) that certain Second
Amendment to Master Loan and Security Agreement, dated as of July 12, 2013 (the “Second Amendment”), (3)
that certain Third Amendment to Master Loan and Security Agreement, dated as of August 27, 2013 (the “Third
Amendment”), and (4) that certain Fourth Amendment to Master Loan and Security Agreement, dated as of May
6, 2014 (the “Fourth Amendment”; together with the Original Loan Agreement, the First Amendment, the Second
Amendment and the Third Amendment, collectively, the “Existing Loan Agreement”), between Seller and Buyer.

WHEREAS, Seller and Buyer desire to enter into this Agreement upon the terms and conditions
hereinafter set forth, so as to restructure the Existing Loan Agreement into a master repurchase agreement, and
to make certain other modifications as more fully set forth herein.

NOW, THEREFORE, Seller and Buyer hereby agree as follows:

1. APPLICABILITY

From time to time during the Facility Availability Period, the parties hereto may enter into transactions in
which Seller agrees to transfer to Buyer Purchased Loans against the transfer of funds by Buyer, with a
simultaneous agreement by Buyer to transfer to Seller such Purchased Loans at a date certain, against the
transfer of funds by Seller. Each such transaction shall be referred to herein as a “Transaction” and, unless
otherwise agreed in writing, shall be governed by this Agreement, including any supplemental terms or conditions
contained in any exhibits identified herein as applicable hereunder.

2. DEFINITIONS

“Accelerated Repurchase Date” shall have the meaning specified in Section 14(b)(i) of this Agreement.

“Acceptable Hedge Counterparty” shall mean a Person that is regularly engaged in the business of
entering into Interest Rate Protection Agreements and is reasonably acceptable to Buyer.

“Accepted Servicing Practices” shall have the meaning specified in Section 29(a) of this Agreement.

“ACRE Management” shall mean Ares Commercial Real Estate Management LLC, a Delaware limited
liability company.
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“Affiliate” shall mean, when used with respect to any specified Person, any other Person directly or
indirectly Controlling, Controlled by, or under common Control with, such Person.

“Agreement” shall mean this Master Repurchase Agreement, dated as of December 8, 2014, by and
between ACRC LENDERLender C LLC, and Citibank, N.A., as the same may be amended, modified and/or
restated from time to time.

“Anticipated Benchmark Replacement Date” shall have the meaning specified in Section 3(g)(v).

“Applicable Margin” shall have the meaning provided in the Third Amendment Fee Letter.

“Applicable SOFR” shall mean, with respect to each SOFR Based Transaction, either the SOFR Average or
Term SOFR, as applicable, as designated in the related Confirmation.

“Appraisal” shall mean a FIRREA-compliant appraisal addressed to and reasonably satisfactory to Buyer
of the related Mortgaged Property from an Independent Appraiser, which determines “as-is” appraised value at
origination of the Eligible Loan utilizing a discounted cash flow analysis methodology, based on stabilized
occupancy and a five to ten year projection period adjusted for fiscal year inflation and discounting..

“Assignment of Leases” shall mean, with respect to any Mortgage, an assignment of leases thereunder,
notice of transfer or equivalent instrument in recordable form, sufficient under the laws of the jurisdiction wherein
the Mortgaged Property is located to reflect the assignment of leases, subject to the terms, covenants and
provisions of this Agreement.

“Balloon Payment” shall mean, for any Purchased Loan for which the final principal payment is
substantially greater than periodic Scheduled Principal Payments due thereunder, the payment due on its
maturity date.

“Bankruptcy Action” means, with respect to any Person, if such Person

(a) makes an assignment for the benefit of creditors,

(b) files a voluntary petition in bankruptcy,

(c) is adjudged a bankrupt or insolvent, or has entered against it an order for relief, in any bankruptcy
or insolvency proceedings,

(d) consents to or files a petition or answer seeking for itself any reorganization, arrangement,
composition, readjustment, liquidation, dissolution or similar relief under any statute, law or
regulation,

(e) files an answer or other pleading admitting or failing to contest the material allegations of a
petition filed against it in any bankruptcy or insolvency proceeding,
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(f) seeks, consents to or acquiesces in the appointment of a trustee, receiver, liquidator,
sequestrator, custodian or any similar official of or for such Person or of all or any substantial part
of its properties,

(g) has not had a bankruptcy proceeding dismissed one hundred twenty (120) days after the
commencement of any proceeding against such Person seeking reorganization, arrangement,
composition, readjustment, liquidation, dissolution or similar relief under any statute, law or
regulation,

(h) without such Person’s consent or acquiescence, has a trustee, receiver or liquidator be appointed
with respect to such Person or of all or any substantial part of its properties, and such appointment
is not vacated or stayed within ninety (90) days, or within ninety (90) days after the expiration of any
such stay, the appointment is not vacated or

(i) takes any action in furtherance of any of the foregoing.

“Bankruptcy Code” shall mean Title 11 of the United States Code (11 U.S.C. § 101, et seq.), as amended,
modified or replaced from time to time.

“Benchmark” shall mean, (a) for any LIBORSOFR Based Transaction for which the Applicable SOFR
designated on the related Confirmation is the SOFR Average, initially, LIBOR,the SOFR Average and (b) for any
SOFR Based Transaction for which the Applicable SOFR designated on the related Confirmation is the SOFR
Average, initially, the SOFR Average and (c) for any SOFR Based Transaction for which the Applicable SOFR
designated on the related Confirmation is Term SOFR, initially, Term SOFR; provided that if a Benchmark
Transition Event or a SOFR Transition Event, as applicable, and its related Benchmark Replacement Date have
occurred with respect to the then-current Benchmark or with respect to any Transaction, as applicable, then
“Benchmark” shall mean, with respect to such then-current Benchmark or with respect to any applicable
Transaction, as applicable, the related Benchmark Replacement. Notwithstanding the foregoing, if any setting of
any Benchmark as provided above would result in such Benchmark setting being less than the applicable
Benchmark Floor, such setting of such Benchmark shall instead be deemed to be such Benchmark Floor.

“Benchmark Floor” shall mean the greater of (a) 0.00% and (b) such higher amount as may be specified
with respect to any Transaction in the related Confirmation.

“Benchmark Replacement” shall mean, with respect to any replacement of any then-current
Benchmark under the terms of this Agreement, the sum of (a) the alternate benchmark rate that has
been selected by Buyer giving due consideration to (i) any selection or recommendation of a
replacement benchmark rate or the mechanism for determining such a rate by the Relevant
Governmental Body or (ii) any evolving or then-prevailing market convention for determining a
benchmark rate as a replacement for such Benchmark for U.S. dollar-denominated commercial
mortgage loan repurchase facilities or other similar agreements at such time and (b) the Benchmark
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Replacement Adjustment; provided, that such Unadjusted Benchmark Replacement is consistent with
the benchmark rate selected by Buyer in its other commercial mortgage loan repurchase facilities with
similarly situated counterparties and

wherein Buyer has a similar contractual right; provided, further, that in connection with the replacement of
LIBOR pursuant to Article 3(g)(i) or a SOFR Transition Event, such Unadjusted Benchmark Replacement shall
be the SOFR Average or Term SOFR, as applicable (so long as no Benchmark Transition Event and
Benchmark Replacement Date has occurred with respect to such rate), as determined by Buyer in its sole
discretion. Notwithstanding the foregoing, if any setting of the Benchmark Replacement as provided above
would result in such Benchmark Replacement setting being less than the applicable Benchmark Floor, such
setting of the Benchmark Replacement shall instead be deemed to be such Benchmark Floor.

“Benchmark Replacement Adjustment” shall mean, with respect to any replacement of any then-current
Benchmark under the terms of this Agreement, the spread adjustment, or method for calculating or determining
such spread adjustment (which may be a positive or negative value or zero) that has been selected by Buyer
giving due consideration to (a) any selection or recommendation of a spread adjustment, or method for
calculating or determining such spread adjustment, for the replacement of such Benchmark with the applicable
Unadjusted Benchmark Replacement by the Relevant Governmental Body or (b) any evolving or then-prevailing
market convention for determining a spread adjustment, or method for calculating or determining such spread
adjustment, for the replacement of such Benchmark with the applicable Unadjusted Benchmark Replacement for
U.S. dollar-denominated commercial mortgage loan repurchase facilities at such time; provided, that such
Benchmark Replacement Adjustment is consistent with the spread adjustment or method for calculating or
determining such spread adjustment selected by Buyer for replacement of such Benchmark with the related
Unadjusted Benchmark Replacement in its other commercial mortgage loan repurchase facilities with similarly
situated counterparties and wherein Buyer has a similar contractual right.

“Benchmark Replacement Conforming Changes” shall mean, with respect to any Benchmark or
Benchmark Replacement, any technical, administrative or operational changes (including, without limitation,
changes to the definitions of “LIBOR”, “LIBOR Based Transaction”, “Pricing Rate Period”, “Pricing Rate
Determination Date”, “Reference Time”, “SOFR Average”, “SOFR Based Transaction”, “Term SOFR” and any
similar defined term in this Agreement, provisions with respect to timing and frequency of determining rates and
making payments of interest or price differential, timing of transaction requests, future advance requests,
conversion or continuation notices, length of lookback periods, the applicability of breakage provisions, the
formula for calculating any benchmark rate (including, without limitation, LIBOR, SOFR, the SOFR Average and
Term SOFR), the formula, methodology or convention for applying the successor Benchmark Floor to any
benchmark rate (including, without limitation, LIBOR, SOFR, the SOFR Average and Term SOFR) and other
technical, administrative or operational matters) that Buyer decides may be appropriate to reflect the adoption
and implementation of such Benchmark or Benchmark Replacement, as applicable, and to permit the
administration thereof by Buyer in a manner substantially consistent with market practice (or, if Buyer decides
that adoption of any portion of such market practice is not administratively feasible or if Buyer determines that no
market practice for the administration of
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such Benchmark or Benchmark Replacement, as applicable, exists, in such other manner of administration as
Buyer decides is reasonably necessary in connection with the administration of this Agreement and the other
Transaction Documents).

“Benchmark Replacement Date” shall mean the earliest to occur of the following events with respect to the
then-current Benchmark:

(1) in the case of clause (1) or (2) of the definition of “Benchmark Transition Event”, the later of (a) the
date of the public statement or publication of information referenced therein and (b) the date on
which the administrator of such Benchmark (or the published component used in the calculation
thereof) permanently or indefinitely ceases to provide such Benchmark (or such component
thereof);

(2) in the case of clause (3) of the definition of “Benchmark Transition Event”, the first date on which
such Benchmark (or the published component used in the calculation thereof) has been
determined and announced by the regulatory supervisor for the administrator of such Benchmark
(or such component thereof) to be no longer representative or to be non-compliant with or non-
aligned with the International Organization of Securities Commissions (IOSCO) Principles for
Financial Benchmarks; provided, that such non-representativeness, non-compliance or non-
alignment will be determined by reference to the most recent statement or publication referenced in
such clause (3) even if such Benchmark (or such component thereof) continues to be provided on
such date; or

(3) in the case of a SOFR Transition Event, the date set forth in the related Rate Election Notice
provided to Seller.

For the avoidance of doubt, if the event giving rise to the Benchmark Replacement Date occurs on the same day
as, but earlier than, the Reference Time in respect of any determination, the Benchmark Replacement Date will
be deemed to have occurred prior to the Reference Time for such determination.

“Benchmark Transition Event” shall mean, with respect to any applicable Benchmark, the occurrence of
one or more of the following events with respect to such Benchmark:

(1) a public statement or publication of information by or on behalf of the administrator of such
Benchmark (or the published component used in the calculation thereof) announcing that such
administrator has ceased or will cease to provide such Benchmark (or such component thereof),
permanently or indefinitely, provided that, at the time of such statement or publication, there is no
successor administrator that will continue to provide such Benchmark (or such component thereof);

(2) a public statement or publication of information by the regulatory supervisor for the administrator of
such Benchmark (or the published component used in the calculation thereof), the Board of
Governors of the Federal Reserve System, the Federal Reserve Bank of New York, an insolvency
official with jurisdiction over the administrator for such Benchmark (or such component), a
resolution authority with jurisdiction over the administrator for such Benchmark (or such
component)
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or a court or an entity with similar insolvency or resolution authority over the administrator for such
Benchmark (or such component), which states that the administrator of such Benchmark (or such
component) has ceased or will cease to provide such Benchmark (or such component thereof)
permanently or indefinitely, provided that, at the time of such statement or publication, there is no
successor administrator that will continue to provide the Benchmark (or such component thereof);
or

(3) a public statement or publication of information by the regulatory supervisor for the administrator of
such Benchmark (or the published component used in the calculation thereof) announcing that
such Benchmark (or such component thereof) is not, or as of a specified future date will not be,
representative or in compliance with or aligned with the International Organization of Securities
Commissions (IOSCO) Principles for Financial Benchmarks.

“Benchmark Unavailability Period” shall mean, with respect to any Benchmark, the period (if any) during
which Buyer determines that (a) adequate and reasonable means do not exist for ascertaining such Benchmark
(including, without limitation, (i) if such Benchmark is LIBOR, such Benchmark is determined pursuant to the
proviso in the definition of “LIBOR” and (ii) if the Benchmark (or the published component used in the calculation
thereof) is the SOFR Average or Term SOFR, that the SOFR Average or Term SOFR, as applicable, cannot be
determined in accordance with the definition thereof) or (b) it is unlawful to accrue Price Differential based on
such Benchmark or to otherwise use such Benchmark to determine the applicable Price Differential due for any
Pricing Rate Period.

“Blocked Account Agreement” means that certain Controlled Account Agreement with respect to the
Buyer’s Account, dated as December 8, 2011, among Seller, Buyer and Controlled Account Bank.

“Business Day” shall mean (a) a day other than (i) a Saturday or Sunday or (ii) a day in which the New
York Stock Exchange, the Federal Reserve Bank of New York or Buyer is authorized or obligated by law or
executive order to be closed and (b) with respect to any Pricing Rate Determination Date, a day on which banks
are open for dealing in foreign currency and exchange in London, England.

“Buyer” shall mean Citibank, N.A., or any successor or assign.

“Buyer’s Account” shall mean a segregated interest bearing account established at Controlled Account
Bank, in the name of Seller, pledged to Buyer and subject to the Blocked Account Agreement.

“Capital Lease Obligations” shall mean, for any Person, all obligations of such Person to pay rent or other
amounts under a lease of (or other agreement conveying the right to use) Property to the extent such obligations
are required to be classified and accounted for as a capital lease on a balance sheet of such Person under
GAAP, and, for purposes of this Agreement, the amount of such obligations shall be the capitalized amount
thereof, determined in accordance with GAAP.
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“Capital Stock” shall mean any and all shares, interests, participations or other equivalents (however
designated) of capital stock of a corporation, any and all equivalent equity ownership interests in a Person which
is not a corporation, including, without limitation, any and all member or other equivalent interests in any limited
liability company, and any and all warrants or options to purchase any of the foregoing.

“CERCLA” shall mean the Comprehensive Environmental Response, Compensation, and Liability Act of 1980,
as amended from time to time.

“Certified Operating Histories” shall have the meaning specified in Exhibit I.

“Change of Control” shall mean any of the following events shall have occurred without the prior approval
of Buyer:

(i) ACRE Management is no longer the manager of substantially all (by face value) of the loan
assets of Guarantor or if the Management Agreement is modified in any material respect;

(ii) any merger, reorganization or consolidation of ACRE Management where ACRE
Management is not the surviving entity;

(iii) ACRE Management shall cease to be owned and controlled, directly or indirectly, by Ares
Management LLC or one or more of its Affiliates; or

(iv) Guarantor shall cease to own and control, of record and beneficially, directly or
indirectly, 100% of the Equity Interests of Seller.

“Closing Counsel” shall mean the attorney or law firm retained by Seller for the origination or closing of any
Purchased Loan to be transferred hereunder.

“Closing Counsel Letter” shall mean a letter delivered to Buyer from the Closing Counsel with respect to
any Purchased Loan in connection with the initial Funding Date for such Purchased Loan, which states that all
documents required to be delivered to the Custodian in respect of such Purchased Loan pursuant to this
Agreement and the Custodial Agreement (i) have been executed and delivered by the parties thereto (in partial
reliance, if applicable, on an opinion of counsel to the applicable Mortgagor), (ii) are in the possession of such
Closing Counsel and (iii) will be delivered to the Custodian within three (3) Business Days after the applicable
Funding Date.

“Closing Data File” shall mean, with respect to any Purchased Loan as of any Funding Date, a computer
file generated by Seller or Servicer and delivered to Buyer and Custodian, which provides, with respect to each
Purchased Loan that is transferred or to be transferred to Buyer on such Funding Date, each of the data fields set
forth on Exhibit II attached hereto and the information responsive to each such field, as well as any and all new,
modified or updated information with respect to such Purchased Loan that has been provided to Buyer prior to
the
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applicable Funding Date, in each case in a format that has previously been approved by Buyer and is otherwise
acceptable to Buyer.

“Code” shall mean The Internal Revenue Code of 1986 and the regulations promulgated and rulings issued
thereunder, in each case as amended, modified or replaced from time to time.

“Collateral” shall have the meaning specified in Section 6(b) of this Agreement.

“Collection Period” shall mean, with respect to any Payment Date, the period from and including the
immediately preceding Payment Date to but excluding such Payment Date.

“Complete Submission” shall mean with respect to any Eligible Loan, the Summary Due Diligence
Materials described on Annex 2 to Exhibit III hereto for the Eligible Loan proposed to be transferred to Buyer in
accordance with, and subject to the terms and conditions of, this Agreement.

“Confirmation” shall have the meaning specified in Section 3(b) of this Agreement.

“Contractual Obligation” shall mean, with respect to any Person, any provision of any securities issued by
such Person or any indenture, mortgage, deed of trust, deed to secure debt, contract, undertaking, agreement,
instrument or other document to which such Person is a party or by which it or any of its property or assets are
bound or are subject.

“Control” shall mean the possession, direct or indirect, of the power to direct or cause the direction of the
management and policies of a Person, whether through the ownership of voting securities, by contract or
otherwise and “Controlling” and “Controlled” shall have meanings correlative thereto.

“Controlled Account Agreement” shall mean a control agreement with respect to the Buyer’s Account,
dated as of the date of this Agreement, among Seller, Buyer and Controlled Account Bank.

“Controlled Account Bank” shall mean Bank of America, National Association, or any other bank
approved by Buyer.

“Costs” shall have the meaning provided in Section 27(a) hereof.

“Custodial Agreement” shall mean the Custodial Agreement, dated as of December 8, 2011, by and
among the Custodian, Seller and Buyer, as the same may be amended, modified and/or restated from time to
time.

“Custodial Delivery” shall mean the form executed by Seller in order to deliver the Purchased Loan
Schedule and the Purchased Loan File to Buyer or its designee (including the Custodian) pursuant to Section 7
hereof, a form of which is attached hereto as Exhibit VI.

“Custodian” shall mean U.S. Bank, National Association, a Delaware limited liability company, as
Custodian under the Custodial Agreement, and its successors and permitted assigns thereunder.
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“Debt Yield” shall mean, on any date with respect to any Purchased Loan, a fraction (expressed as a
percentage) (A) the numerator of which is the Underwritten Net Cash Flow of the related Mortgaged Property or
Mortgaged Properties, and (B) the denominator of which is the Purchase Price of such Purchased Loan on such
date.

“Default” shall mean any event which, with the giving of notice, the passage of time, or both, would
constitute an Event of Default.

“Delaware LLC Act” shall mean Chapter 18 of the Delaware Limited Liability Company Act, 6 Del. C. §§
18-101 et seq., as amended.

“Direct Competitor” shall mean any of the Persons listed on Schedule I attached hereto as such Schedule I
may be updated from time to time pursuant to a written notice delivered by Seller to Buyer in accordance with
this Agreement; provided, that any such Person listed on Schedule 5 (including on any such written update) shall
not be an Eligible Assignee of the type described in clause (a) of the definition of Eligible Assignee.

“Division/Series Transaction” shall mean, with respect to any Person that is a limited liability company
organized under the laws of the State of Delaware, that any such Person (a) divides into two or more Persons
(whether or not the original Person or Subsidiary thereof survives such division) or (b) creates, or reorganizes
into, one or more series, in each case, as contemplated under the laws of the State of Delaware, including
without limitation Section 18-217 of the Delaware LLC Act.

“Dollars” and “$” shall mean lawful money of the United States of America.

“Due Diligence Review” shall mean the performance by Buyer of any or all of the reviews permitted under
Section 28 hereof with respect to any or all of the Purchased Loans as desired by Buyer from time to time.

“Early Repurchase Date” shall have the meaning specified in Section 3(d) of this Agreement.

“Effective Date” shall mean the date of this Agreement.

“Eligible Assignee” shall mean any of the following Persons designated by Buyer for purposes of Section
19(a)(i), (ii) and (iii): (a) a bank, financial institution, pension fund, insurance company or similar Person, an
Affiliate of any of the foregoing, and an Affiliate of Buyer, and (b) any other Person to which Seller has
consented; provided, that such consent of Seller shall not be unreasonably withheld, delayed or conditioned,
except in the case of a Direct Competitor of Seller, and, provided further, Seller’s consent under this subsection
(b) shall not be required at any time when an Event of Default exists. Such Person shall provide to Seller such
duly executed IRS forms as Seller reasonably requests.

“Eligibility Breach” shall have the meaning provided in Section 5(k) hereof.
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“Eligible Loan” shall mean a newly originated performing senior floating rate mortgage bridge loan (i.e.,
either a whole mortgage loan or an A note in an “A/B” structure) secured by a first lien which satisfies the
following criteria:

(a) such loan has been approved by Buyer in its sole discretion prior to being transferred to
Buyer hereunder,

(b) such loan conforms to the representations and warranties set forth in Exhibit I
attached hereto (other than for exceptions approved by Buyer),

(c) such loan is secured by underlying real estate which is an Eligible Property Type,

(d) such loan has a term (inclusive of the exercise of all extension options) not
longer than sixty (60) months, and

(e) such loan, at origination, has a Loan-to-Value Ratio equal to or less than
80.0%.

“Eligible Property Type” shall mean any of the following types of underlying real estate: (a) multi-family, (b)
office, (c) retail, (d) hospitality, (e) industrial, (f) self-storage, (g) student housing or (h) additional types of real
estate that may be approved by Buyer in its sole discretion from time to time.

“Environmental Law” shall mean, any federal, state, foreign or local statute, law, rule, regulation,
ordinance, code, guideline, written policy and rule of common law now or hereafter in effect and in each case as
amended, and any judicial or administrative interpretation thereof, including any judicial or administrative order,
consent decree or judgment, relating to the environment, employee health and safety or Hazardous Materials,
including, without limitation, CERCLA; RCRA; the Federal Water Pollution Control Act, 33 U.S.C. § 1251 et seq.;
the Toxic Substances Control Act, 15 U.S.C. § 2601 et seq.; the Clean Air Act, 42 U.S.C. § 7401 et seq.; the
Safe Drinking Water Act, 42 U.S.C. § 3803 et seq.; the Oil Pollution Act of 1990, 33 U.S.C. § 2701 et seq.; the
Emergency Planning and Community Right-to-Know Act of 1986, 42 U.S.C. § 11001 et seq.; the Hazardous
Material Transportation Act, 49 U.S.C. § 1801 et seq.; and the Occupational Safety and Health Act, 29 U.S.C. §
651 et seq.; and any state and local or foreign counterparts or equivalents, in each case as amended from time
to time.

“EO13224” shall have the meaning provided in Section 10(n).

“Equity Interests” With respect to any Person, (a) any share, interest, participation and other equivalent
(however denominated) of Capital Stock of (or other ownership, equity or profit interests in) such Person, (b) any
warrant, option or other right for the purchase or other acquisition from such Person of any of the foregoing, (c)
any security convertible into or exchangeable for any of the foregoing, and (d) any other ownership or profit
interest in such Person (including partnership, member or trust interests therein), whether voting or nonvoting,
and whether or not such share, warrant, option, right or other interest is authorized or otherwise existing on any
date.

4878-0667-3646v.26 10



“ERISA” shall mean the Employee Retirement Income Security Act of 1974, as amended from time to
time, and the regulations promulgated thereunder. Section references to ERISA are to ERISA, as in effect at the
date of this Agreement and, as of the relevant date, any subsequent provisions of ERISA, amendatory thereof,
supplemental thereto or substituted therefor.

“ERISA Affiliate” shall mean any corporation or trade or business that is a member of any group of
organizations (i) described in Section 414(b) or (c) of the Code of which Seller is a member and (ii) solely for
purposes of potential liability under Section 302 of ERISA and Section 412 of the Code and the lien created
under Section 303(k) of ERISA and Section 430(k) of the Code, described in Section 414(m) or (o) of the Code
of which Seller is a member.

“Event of Default” shall have the meaning specified in Section 14 of this Agreement. “Excluded Taxes”

shall have the meaning specified in Section 31(a) of this Agreement. “Extension Fee” shall have the

meaning provided in the Fee Letter.

“Facility Amount” shall mean $325,000,000have the meaning provided in the Fee Letter.

“Facility Availability Period” shall mean the period commencing on the date of this Agreement and ending
on January 13, 20252027 (or if such date is not a Business Day, the next succeeding Business Day).

“Facility Expiration Date” shall mean the last day of the Facility Availability PeriodJanuary 13, 2027 (or if
such date is not a Business Day, the next succeeding Business Day); provided, that the Facility Expiration Date
shall be extendable by Seller for up to two consecutive one-year periods, to the same date in the succeeding year
(or if such date is not a Business Day, the next succeeding Business Day), subject to the following:

(a)    Seller delivers to Buyer a written request of the extension of the Facility Expiration Date no earlier
than ninety (90) nor later than thirty (30) days before the then current Facility Expiration Date,

(b)    no Default or Event of Default exists on the date of the request to extend or on the then current
Facility Expiration Date,

(c)    no Margin Deficit exists that has not been satisfied on the then current Facility Expiration Date, and

(d)    Seller shall have paid to Buyer the Extension Fee on the then current Facility Expiration Date.

“FATCA” means Sections 1471 through 1474 of the Code, as of the date of this Agreement (or any
amended or successor version that is substantively comparable and not materially more onerous to comply
with), any current or future regulations or official interpretations thereof, any agreements entered into pursuant to
Section 1471(b)(1) of the Code
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and any fiscal or regulatory legislation, rules or practices adopted pursuant to any intergovernmental agreement
entered into in connection with the implementation of such sections of the Code.

“Fee Letter” shall mean the secondthird amended and restated fee letter agreement, dated as of January
13, 2022December 31, 2024, from Buyer and accepted and agreed to by Seller, as the same may be amended,
modified and/or restated from time to time.

“FIRREA” shall mean the Financial Institutions, Reform, Recovery and Enforcement Act of 1989.

“Fitch” shall mean Fitch Ratings, Inc. and its successors and assigns.

“Funding Confirmation” shall have the meaning specified in Section 3(a)(iii) of this Agreement.

“Funding Date” shall mean the date on which a transfer of Purchase Price is made hereunder.

“GAAP” shall mean United States generally accepted accounting principles consistently applied as in
effect from time to time.

“Governing Documents” shall mean as to any Person, its articles or certificate of incorporation and by-
laws, its partnership agreement, its certificate of formation and operating agreement, and/or the other
organizational or governing documents of such Person.

“Governmental Authority” shall mean any national or federal government, any state, regional, local or other
political subdivision thereof with jurisdiction and any Person with jurisdiction exercising executive, legislative,
judicial, regulatory or administrative functions of or pertaining to government.

“Ground Lease” shall mean any ground lease containing the following terms and conditions: (a) a
remaining term (exclusive of any unexercised extension options) of twenty (20) years or more from the final
stated maturity date of the related loan; (b) the right of the lessee to mortgage and encumber its interest in the
leased property without the consent of the lessor or with such consent given; (c) the obligation of the lessor to
give the holder of any mortgage lien on such leased property written notice of any defaults on the part of the
lessee and agreement of such lessor that such lease will not be terminated until such holder has had a
reasonable opportunity to cure or complete foreclosures, and fails to do so; (d) reasonable transferability of the
lessee’s interest under such lease, including ability to sublease; and (e) such other rights customarily required by
mortgagees making a loan secured by the interest of the holder of the leasehold estate demised pursuant to a
ground lease.

“Guarantee Obligation” shall mean, as to any Person, any obligation of such Person directly or indirectly
guaranteeing any Indebtedness of any other Person or in any manner providing for the payment of any
Indebtedness of any other Person or otherwise protecting the holder of such Indebtedness against loss (whether
by virtue of partnership arrangements, by
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agreement to keep-well, to purchase assets, goods, securities or services, or to take-or-pay or otherwise);
provided that the term “Guarantee” shall not include endorsements for collection or deposit in the ordinary course
of business. The amount of any Guarantee of a Person shall be deemed to be an amount equal to the stated or
determinable amount of the primary obligation in respect of which such Guarantee is made or, if not stated or
determinable, the maximum

reasonably anticipated liability in respect thereof as determined by such Person in good faith. The terms
“Guarantee” and “Guaranteed” used as verbs shall have correlative meanings.

“Guarantor” shall mean Ares Commercial Real Estate Corporation, a Maryland corporation.

“Guaranty” shall mean that certain Second Amended and Restated Substitute Guaranty Agreement, dated
as of December 13, 2018, from Guarantor in favor of Buyer, as the same may be amended, modified,
supplemented and/or restated from time to time.

“Hospitality Property” shall mean a real estate development the primary usage of which is as a hotel or
motel with individual rooms principally for short-term rental to tenants occupying same.

“In Lieu of Policy” shall have the meaning specified in Exhibit I hereto.

“Income” shall mean, with respect to any Purchased Loan at any time, the sum of (x) any principal paid by
or on behalf of Seller and all interest, thereon and (y) all net sale proceeds of a sale of such Purchased Loan.
Notwithstanding the foregoing, “Income” shall be deemed not to include any fees or other amounts (i) payable to
the Servicer under the Servicing Agreement, in the form of prepayment fees, extension fees, exit fees,
defeasance fees, transfer fees, make-whole fees, late charges, late fees, and all other fees or charges, and (ii)
that are not applied in reduction of principal or to the payment of interest thereon (including, without limitation,
due diligence and legal or underwriting cost deposits, yield maintenance charges, penalties, default interest,
dividends, gains, receipts, allocations, rents, interests, profits, payments in kind or returns or repayment of
contributions, net sale, foreclosure, liquidation, securitization or other disposition proceeds, insurance payments,
settlements and proceeds).

“Indebtedness” shall mean, for any Person at any date, without duplication, (a) all then outstanding
indebtedness of such Person for borrowed money (whether by loan or the issuance and sale of debt securities)
or for the deferred purchase price of property or services (other than current trade liabilities incurred in the
ordinary course of business and payable in accordance with customary practices), (b) any other then outstanding
indebtedness of such Person which is evidenced by a note, bond, debenture or similar instrument, (c) all Capital
Lease Obligations, (d) all then outstanding obligations of such Person in respect of letters of credit, acceptances
or similar instruments issued or created for the account of such Person and (e) all then outstanding liabilities
secured by any Lien on any property owned by such Person even though such Person has not assumed or
otherwise become liable for the payment thereof; provided, that “Indebtedness” shall be determined without
regard to the effects of consolidation of any issuer of a Specified Third Party Securitization on the financial
statements of such Person under

4878-0667-3646v.26 13



Accounting Standards Codification Section 810, as amended, modified or supplemented from time to time, or
otherwise under GAAP.

“Indemnified Party” shall have the meaning specified in Section 27 of this Agreement.

“Independent Appraiser” shall mean an independent professional real estate appraiser reasonably
satisfactory to Buyer who is a member in good standing of the American Appraisal Institute, and, if the state in
which the subject Mortgaged Property is located certifies or licenses

appraisers, is certified or licensed in such state, and in each such case, who has a minimum of five years
experience in the subject property type.

“Independent Director” shall mean a duly appointed manager or member of the board of directors (or
managers) of the relevant entity who shall not have been, at the time of such appointment or at any time while
serving as a director or manager of the relevant entity and may not have been at any time in the preceding five
(5) years, (a) a direct or indirect legal or beneficial owner in such entity or any of its Affiliates, (b) a creditor,
supplier, employee, officer, director (other than in its capacity as Independent Director), family member, manager
or contractor (other than in its capacity as an Independent Director) of such entity or any of its Affiliates, or (c) a
Person who controls (directly, indirectly or otherwise) such entity or any of its Affiliates or any creditor, supplier,
employee, officer, director, family member, manager or contractor of such Person or any of its Affiliates.

“Initial Advance Percentage” shall mean, with respect to any Purchased Loan, the percentage equal to the
quotient of the initial Purchase Price transferred by Buyer in connection with a Transaction divided by the
outstanding principal amount of such Purchased Loan as of the Purchase Date on which such Purchased Loan
was first transferred to Buyer hereunder.

“Initial Purchase Price Percentage” shall mean, with respect to any Purchased Loan, the percentage
equal to the quotient of the initial Purchase Price transferred by Buyer in connection with a Transaction divided
by the outstanding principal amount of such Purchased Loan as of the Purchase Date on which such Purchased
Loan was first transferred to Buyer hereunder.

“Interest Rate Protection Agreement” shall mean, with respect to any or all of the Purchased Loans, any
short sale of U.S. Treasury Securities, futures contract, mortgage related security, Eurodollar futures contract,
options related contract, interest rate swap, cap or collar agreement or similar arrangement providing for
protection against fluctuations in interest rates or the exchange of nominal interest obligations, either generally or
under specific contingencies, entered into by Seller and an Acceptable Hedge Counterparty and otherwise
reasonably acceptable to Buyer.

“Irrevocable Redirection Notice” shall mean a notice in the form of Exhibit V sent after the occurrence and
during the continuance of an Event of Default directing the remittance of Income with respect to a Purchased
Loan to the Buyer’s Account, and executed by the Seller with respect to such Purchased Loan.
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“Junior Interest” shall mean (a) a “B-note” in an “A/B structure” in a Purchased Loan, or (b) any other debt
subordinate to a Purchased Loan transferred hereunder that is secured by (i) all or any portion of the Mortgaged
Property and/or (ii) direct or indirect Equity Interests in the applicable Mortgagor.

“LIBOR” shall mean the London interbank offered rate for U.S. dollars with a tenor of one month which,
with respect to the setting of such rate with respect to each Pricing Rate Period, shall be the rate (expressed as a
percentage per annum and rounded upward, if necessary, to the next nearest 1/1000 of 1%) for deposits in U.S.
dollars, for a one month period, that appears on “Page BBAM” of the Bloomberg Financial Markets Services
Screen (or the successor thereto) for the Reference Time as determined by Buyer; provided that, if such rate
does not appear on “Page BBAM” of the Bloomberg Financial Markets Services Screen (or the successor thereto)
for the Reference Time, LIBOR shall be the rate determined with respect to the immediately preceding Pricing
Rate Period. Buyer’s determination of LIBOR shall be binding and conclusive on Seller absent manifest error.
Notwithstanding the foregoing, if any setting of LIBOR as provided above would result in such LIBOR setting
being less than the applicable Benchmark Floor, such setting of LIBOR shall instead be deemed to be such
Benchmark Floor.

“LIBOR Based Transaction” shall mean any Transaction for which the Benchmark is designated as
LIBOR in the related Confirmation (and, in the case of any Transaction entered into prior to December 31,
2021, if no Benchmark is designated in the related Confirmation).

“LIBOR Based Pricing Rate Determination Date” shall mean (a) in the case of the first Pricing Rate Period
for any Purchased Loan, two (2) London Business Days prior to the related Purchase Date for such Purchased
Loan, and (b) in the case of each subsequent Pricing Rate Period, with respect to any Pricing Rate Period, two
(2) London Business Days prior to the first day of such Pricing Rate Period.

“Lien” shall mean any mortgage, lien, encumbrance, charge or other security interest, whether arising
under contract, by operation of law, judicial process or otherwise.

“Loan-to-Value Ratio” or “LTV” shall mean, as of the initial Funding Date in respect of any Purchased
Loan, the ratio of (a) the outstanding principal amount of such Purchased Loan at such time (and specifically
including for this purpose the unpaid principal amount of all Junior Interests) to (b) the market value of the
related Mortgaged Property at such time, as determined by reference to a third-party Appraisal of such
Mortgaged Property.

“London Business Day” shall mean any day other than (a) a Saturday, (b) a Sunday or (c) any other day on
which commercial banks in London, England are not open for business and conducting transactions in foreign
currency and exchange.

“Management Agreement” shall mean that certain Interim Management Agreement, dated as of
December 8, 2011, between Guarantor and ACRE Management, as amended, modified, waived,
supplemented, extended, restated or replaced from time to time.
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“Margin Amount” shall mean, with respect to any Purchased Loan as of any date of determination, an
amount equal to the product of the Margin Percentage and the outstanding Purchase Price of such Purchased
Loan as of such date.

“Margin Deficit” shall have the meaning specified in Section 4(a) hereof.

“Margin Percentage” shall mean, with respect to any Purchased Loan as of any date of determination, the
reciprocal of the applicable Initial Purchase Price Percentage.

“Market Disruption Event” shall mean any event or events which, as determined by Buyer, acting in a
reasonable manner, shall have resulted in (i) the effective absence of a “lending market” for financing debt
obligations secured by commercial mortgage loans, (ii) Buyer not being able to finance mortgage assets through
the “lending market” with traditional counterparties at rates which would have been reasonable prior to the
occurrence of such event or events, (iii) the effective absence of a “securities market” for securities backed by
mortgage assets or (iv) Buyer not being able to sell securities backed by mortgage assets at prices which would
have been reasonable prior to the occurrence of such event or events.

“Market Value” shall mean, with respect to any Purchased Loan as of any relevant date, the lesser of (x)
100% of the outstanding principal balance of such Purchased Loan and (y) the market value for such Purchased
Loan on such date, as determined by Buyer in its commercially reasonable judgment; provided, that such market
value may be adjusted from time to time if Buyer determines that any of the following events or any similar
event, occurrence or condition (each, a “Credit Event”) has occurred:

(a) the deterioration in value of any Mortgaged Property relating to any Purchased Loan (other
than due to fluctuations in current interest rates and spreads);

(b) any drop in the net operating income or cash flow of any Purchased Loan or the
Mortgaged Property related thereto which causes the Debt Yield to decline;

(c) the loss of any security interest under any document executed in connection with any
Purchased Loan;

(d) Seller fails to deliver the Purchased Loan File to the Custodian within the applicable
time periods provided in the Custodial Agreement subject to any applicable cure periods set forth therein;

(e) any statement, affirmation or certification made or information, document, agreement,
report or notice delivered by Seller to Buyer is untrue in any material respect; and

(f) Buyer determines that a Material Adverse Effect has occurred or that such Purchased
Loan is otherwise unlikely to be collectible on a timely basis (other than due to fluctuations in current interest
rates and spreads).

“Material Adverse Effect” shall mean a material adverse effect on (a) the Property, business, operations,
financial condition or prospects of Seller or Guarantor, (b) the ability of
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Seller or Guarantor to perform its obligations under any of the Transaction Documents to which it is a party, (c)
the validity or enforceability of any of the Transaction Documents, (d) the rights and remedies of Buyer under any
of the Transaction Documents, (e) the timely payment of the principal of or interest on the Purchased Loans or
other amounts payable in connection therewith or (f) the Collateral taken as a whole.

“Maximum Transaction Amount” shall mean with respect to any individual Purchased Loan, $75,000,000.

“Minimum Individual Purchased Loan Debt Yield” shall mean, with respect to each Eligible Loan secured
by the type of Mortgaged Property set forth in the left hand column below, the Debt Yield set forth in the right
hand column below:
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Type of Mortgaged Property Debt Yield
Multi-family 7.00%
Hospitality 9.00%

All types other than multi-family
or hospitality

8.00%

“Minimum Portfolio Debt Yield” shall mean as of any date of determination, with respect to all Purchased
Loans (excluding those Purchased Loans for which the Purchase Date occurred within twelve (12) months of
such date of determination) on a weighted average basis (weighted by outstanding Purchase Price with respect
to each Purchased Loan individually), 8.00%.

“Moody’s” shall mean Moody’s Investors Service, Inc.

“Mortgage” shall mean a mortgage, deed of trust, deed to secure debt or other instrument, creating a valid
and enforceable first lien on or a first priority ownership interest in an estate in fee simple in real property and the
improvements thereon, securing a mortgage note or similar evidence of indebtedness.

“Mortgage Asset Report” shall have the meaning specified in Section 12(l). “Mortgage Loan” shall

mean a first mortgage loan on one or more multi-family or

commercial real estate properties which is originated by Seller and which first mortgage loan is evidenced by a
Mortgage Note and secured by one or more Mortgages.

“Mortgage Note” shall mean a note or other evidence of indebtedness of a Mortgagor secured by a
Mortgage in connection with a Purchased Loan.

“Mortgaged Property” shall mean the real property securing repayment of the debt evidenced by a
Mortgage Note.

“Mortgagee” shall mean the record holder of a Mortgage Note secured by a Mortgage.

“Mortgagor” shall mean the obligor on a Mortgage Note and the grantor of the related Mortgage.

“Multiemployer Plan” shall mean a multiemployer plan defined as such in Section 3(37) of ERISA to which
contributions have been, or were required to have been, made by Seller or any ERISA Affiliate during the
preceding five plan years and which is covered by Title IV of ERISA.

“Non-Excluded Taxes” shall have the meaning provided in Section 31(a) hereof. “Non-U.S.

Person” shall have the meaning provided in Section 31(b).
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“OFAC List” shall mean the Specially Designated Nationals list maintained by the U.S. Department of Treasury,
Office of Foreign Assets Control (OFAC).

“Payment Date” shall mean the fifteenth (15th) day of each calendar month, or if such day is not a Business
Day, the next succeeding Business Day

“PBGC” shall mean the Pension Benefit Parent Guarantee Corporation or any entity succeeding to any or
all of its functions under ERISA.

“Person” shall mean an individual, corporation, limited liability company, business trust, partnership, joint
tenant or tenant-in-common, trust, unincorporated organization, or other entity, or a federal, state or local
government or any agency or political subdivision thereof.

“Plan” shall mean an employee benefit or other plan established or maintained by Seller or any ERISA
Affiliate during the five year period ended prior to the date of this Agreement or to which Seller or any ERISA
Affiliate makes, is obligated to make or has, within the five year period ended prior to the date of this Agreement,
been required to make contributions and that is covered by Title IV of ERISA or Section 302 of ERISA or Section
412 of the Code, other than a Multiemployer Plan.

“Plan Party” shall have the meaning specified in Section 22(a) of this Agreement.

“Pledge and Security Agreement” shall mean the Pledge and Security Agreement, dated as of December
8November 4, 20112024, between Buyer and Pledgor, asACRC 2017-FL3 Holder REIT LLC, a Delaware limited
liability company, as may be amended, modified, waived, supplemented, extended, restated or replaced from time to
time.

“Pledged Collateral” shall have the meaning given to such term in the Pledge and Security Agreement.

“Pledgor” shall mean ACRC Lender LLC, a Delaware limited liability company, together with its
successors and permitted assigns.
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“Post-Default Rate” shall mean, in respect of the Repurchase Price of any Transaction under this
Agreement that is not paid when due to Buyer (whether by acceleration, by optional or mandatory prepayment or
otherwise), a rate per annum during the period from and including the due date to but excluding the date on
which such amount is paid in full equal to the Pricing Rate otherwise applicable hereunder plus 4%.

“Preliminary Data File” shall mean a file containing the fields set forth in Exhibit II to this Agreement.

“Price Differential” shall mean, with respect to any Transaction as of any date, the aggregate amount
obtained by daily application of the Pricing Rate for such Transaction to the outstanding Purchase Price for such
Transaction on a 360-day-per-year basis for the actual number of days during the period commencing on (and
including) the Purchase Date for such Transaction and ending on (but excluding) the date of determination
(reduced by any amount of such Price Differential previously paid by Seller to Buyer with respect to such
Transaction).

“Pricing Rate” shall mean, for any Pricing Rate Period, an annual rate equal to the sum of (i) the Benchmark plus
(ii) the Applicable Margin, in each case, for the applicable Pricing Rate Period for the related Purchased Loan
(subject to adjustment and/or conversion as provided in Section 3(g) of this Agreement).

“Pricing Rate Determination Date” shall mean, (a) with respect to any LIBOR Based Transaction, the
LIBOR Based Pricing Rate Determination Date, (b) with respect to any SOFR Based Transaction, the SOFR
Based Pricing Rate Determination Date and (c) with respect to any Transaction that is neither a LIBOR Based
Transaction nornot a SOFR Based Transaction, the date on which the Pricing Rate is to be set, as determined
by Buyer in accordance with the Benchmark Replacement Conforming Changes.

“Pricing Rate Period” means, with respect to each Transaction, for each Payment Date, the period
commencing on and including the fifteenth (15th) day of the calendar month immediately prior to the calendar
month of such Payment Date and ending on (and including) the fourteenth (14th) day of the calendar month
immediately prior to the calendar month of such Payment Date; provided that the initial Pricing Rate Period in
respect of any Transaction shall be the period from and including the date of such Transaction to and including
the last day of the following calendar month and any Pricing Rate Period that would end after the Repurchase
Date for any Purchased Loan shall end on such Repurchase Date.

“Pricing Rate Reset Date” shall mean, (a) Inin the case of the first Pricing Rate Period for any Purchased
Loan, the Funding Date for such Purchased Loan, and (b) in the case of any subsequent Pricing Rate Period,
two (2) Business Days prior to the Payment Date on which such Pricing Rate Period begins.

“Principal Prepayment” shall mean, for any Purchased Loan, (i) any amount applied to reduce the
principal or other invested amount of such Purchased Loan, other than a Scheduled Principal Payment,
including, without limitation, (i) principal prepayments from any source and of any nature whatsoever, (ii) net
insurance or net condemnation proceeds, to the extent applied to reduce the principal amount or other invested
amount of the related Purchased Loan, and
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(x) any net proceeds from any sale, refinancing, liquidation or other disposition of the underlying
Mortgaged Property or underlying interest relating to such Purchased Loan to the extent applied to reduce the
principal amount or the invested amount of the related Purchased Loan.

“Prohibited Person” shall have the meaning specified in Section 10(o).

“Property” shall mean any right or interest in or to property of any kind whatsoever, whether real, personal
or mixed and whether tangible or intangible.

“Purchase Date” shall mean the initial Funding Date on which a Purchased Loan is transferred by Seller to
Buyer.

“Purchase Price” shall mean, with respect to any Purchased Loan, (x) as of any Funding Date for such
Purchased Loan, the amount determined pursuant to Section 3(a)(v) and (vi); and
(y) thereafter, such amount referred to in clause (x), reduced by any amount applied to reduce the Purchase
Price pursuant to Section 4(a) or 5 of this Agreement.

“Purchased Loan” shall mean, with respect to any individual Transaction, the Eligible Loan sold by Seller
to Buyer in such Transaction and “Purchased Loans” shall mean, with respect to the Transactions involving
Purchased Loans in general, all Eligible Loans sold by Seller to Buyer.

“Purchased Loan Documents” shall mean, with respect to a Purchased Loan, the documents comprising
the Purchased Loan File for such Purchased Loan.

“Purchased Loan Event of Default” shall mean an “Event of Default” as such term is used and defined in
the Purchased Loan Documents for any Purchased Loan.

“Purchased Loan File” shall mean, with respect to a Purchased Loan, the documents specified as the
“Mortgage Loan File” in the Custodial Agreement.

“Purchased Loans” shall mean, with respect to any individual Transaction, the Eligible Loan sold by Seller
to Buyer in such Transaction and “Purchased Loans” shall mean, with respect to the Transactions involving
Purchased Loans in general, all Eligible Loans sold by Seller to Buyer.

“Purchased Loan Schedule” shall mean a schedule of Purchased Loans attached to each Trust Receipt
and Custodial Delivery.

“Rate Election Notice” shall mean, the written notice of the election by Buyer, in its sole discretion, to
declare that a “SOFR Transition Event” shall occur, which Rate Election Notice shall designate the affected
Benchmark, the applicable Benchmark Replacement Date and whether the applicable Unadjusted Benchmark
Replacement shall be the SOFR Average or Term SOFR.
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“RCRA” shall mean the Resource Conservation and Recovery Act of 1976, as amended from time to time.

“Reference Banks” Banks each of which shall (a) be a leading bank in the international Eurocurrency
market, and (b) have an established place of business in London. Initially, the Reference Banks shall be
JPMorgan Chase Bank, Barclays Bank, PLC and Deutsche Bank AG. If any such Reference Bank should be
unwilling or unable to act as such or if Buyer shall terminate the appointment of any such Reference Bank or if
any of the Reference Banks should be removed from the Reuters Monitor Money Rates Service or in any other
way fail to meet the qualifications of a Reference Bank, Buyer may designate alternative banks meeting the
criteria specified in the preceding clauses (a) and (b).

“Reference Time” shall mean, with respect to any setting of the then-current Benchmark for each Pricing
Rate Period, (a) if such Benchmark is LIBOR, 11:00 a.m. (London time) on the LIBOR Based Pricing Rate
Determination Date, (b) if such Benchmark is the SOFR Average or Term SOFR, 3:00 p.m. (New York city) time
on the SOFR Based Pricing Rate Determination Date and (cb) if such Benchmark is not LIBOR, the SOFR
Average or Term SOFR, then the time determined by Buyer in accordance with the Benchmark Replacement
Conforming Changes.

“Registrar” shall have the meaning provided in Section 19(a)(iv) hereof.

“Regulations T, U and X” shall mean Regulations T, U and X of the Board of Governors of the Federal
Reserve System (or any successor), as the same may be modified and supplemented and in effect from time to
time.

“Relevant Governmental Body” shall mean the Board of Governors of the Federal Reserve System or the
Federal Reserve Bank of New York, or a committee officially endorsed or convened by the Board of Governors of
the Federal Reserve System or the Federal Reserve Bank of New York, or any successor thereto.

“Remaining Paydown Amount” shall have the meaning specified in Section 5(i). “REMIC” shall mean a

real estate mortgage investment conduit, within the meaning of

Section 860D(a) of the Code.

“Reportable Event” shall mean a reportable event as defined in Title IV of ERISA, except actions of general
applicability by the Secretary of Labor under Section 110 of ERISA.

“Repurchase Date” shall mean, with respect to each Purchased Loan, the earlier of: (x) the Facility
Expiration Date, or (y) the maturity date of such Purchased Loan (subject to extension, if applicable, in
accordance with its Purchased Loan Documents).

“Repurchase Price” shall mean, with respect to any Purchased Loan as of any date, the price at which
such Purchased Loan is to be transferred from Buyer to Seller upon termination of the related Transaction; such
price will be determined in each case as the sum of (a) the
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outstanding Purchase Price of such Purchased Loan, (b) the accrued but unpaid Price Differential thereon with
respect to such Purchased Loan as of such date and (c) all other amounts due and payable as of such date by
Seller to Buyer under this Agreement or any Transaction Document with respect to such Purchased Loan
(including, but not limited to, accrued and unpaid fees, expenses and indemnity amounts).

“Request for Transaction/Increase in Purchase Price” shall have the meaning provided in Section 3(a)(ii)
hereof.

“Requirement of Law” shall mean as to any Person, the certificate of incorporation and by-laws or other
organizational or Governing Documents of such Person, and any law, treaty, rule or regulation or determination of
an arbitrator or a court or other Governmental Authority, in each case applicable to or binding upon such Person
or any of its property or to which such Person or any of its property is subject.

“Responsible Officer” shall mean, with respect to any Person, the chief executive officer, the chief
financial officer, the chief accounting officer, the treasurer or the chief operating officer of such Person or such
other officer designated as an authorized signatory in such Person’s Governing Documents.

“S&P” shall mean Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc.

“Scheduled Principal Payment” shall mean any payment of principal on a Purchased Loan that is required,
pursuant to the Purchased Loan Documents for such Purchased Loan as modified by any amendments thereto,
to be made at a specific time or upon the happening of a specific event, other than a Balloon Payment.

“Secured Obligations” shall have the meaning specified in Section 6(b).

“Seller” shall mean ACRC Lender C LLC, a Delaware limited liability company. “Servicer” shall have the

meaning provided in Section 29(c).

“Servicer Notice and Agreement” shall have the meaning provided in Section 29(c) hereof.

“Servicer’s Account” shall mean an account established by Servicer in connection with the servicing of any
Purchased Loan.

“Servicing Agreement” shall have the meaning provided in Section 12(g). “Servicing Records”

shall have the meaning provided in Section 29(b) hereof.

“Servicing Rights” shall mean Seller’s right, title and interest in and to any and all of the following: (a) any
and all rights to service the related Purchased Loan; (b) any payments to or monies received by such Seller or
any other Person for servicing such Purchased Loan; (c) any late fees, penalties or similar payments with
respect to such Purchased Loan; (d) all agreements or documents creating, defining or evidencing any such
servicing rights to the extent they relate
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to such servicing rights and all rights of such Seller or any other Person thereunder; (e) escrow payments or
other similar payments with respect to such Purchased Loan and any amounts actually collected by such Seller
or any other Person with respect thereto; (f) the right, if any, to appoint a special servicer or liquidator of such
Purchased Loan; and (g) all accounts and other rights to payment related to the servicing of such Purchased
Loan.

“Servicing Transfer Event” shall mean the event where the Servicer no longer (i) has a servicer rating of
“Average” or higher from S&P, (ii) has a servicer rating of “CPS3” or higher from Fitch or (iii) is on the list of
approved servicers maintained by Moody’s.

“Significant Purchased Loan Modification” means any written modification or amendment of a Purchased
Loan transferred to Buyer hereunder which

(A) reduces the principal amount of the Purchased Loan in question other than (1) with respect
to a dollar-for-dollar principal payment or (2) reductions of principal to the extent of deferred, accrued or
capitalized interest added to principal which additional amount was not taken into account by Buyer in
determining the related Debt Yield,

(B) increases the principal amount of a Purchased Loan other than increases which are
derived from accrual or capitalization of deferred interest which is added to principal or protective
advances,

(C) modifies the amount or timing of any regularly scheduled payments of principal and non-
contingent interest of the Purchased Loan in question,

(D) changes the frequency of scheduled payments of principal and interest in respect of a
Purchased Loan,

(E) subordinates the lien priority of the Purchased Loan in question or the payment priority of
the Purchased Loan in question other than subordinations required under the then existing terms and
conditions of the Purchased Loan in question (provided, however, the foregoing shall not preclude the
execution and delivery of subordination, nondisturbance and attornment agreements with tenants,
subordination to tenant leases, easements, plats of subdivision and condominium declarations and
similar instruments which in the commercially reasonable judgment of Seller do not materially adversely
affect the rights and interest of the holder of the Purchased Loan in question),

(F) releases any collateral for the Purchased Loan in question other than releases required
under the then existing Purchased Loan Documents or releases in connection with eminent domain or
under threat of eminent domain,

(G) waives, amends or modifies any cash management or reserve account requirements of
the Purchased Loan other than changes required under the then existing Purchased Loan Documents, or
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(H) waives any due-on-sale or due-on-encumbrance provisions of the Purchased Loan in
question other than waivers required to be given under the then existing Purchased Loan documents, or

(I) waives, amends or modifies the underlying insurance requirements of the Purchased
Loan.

“Single Employer Plan” shall mean as to any Person any Plan of such Person which is not a Multiemployer
Plan.

“SOFR” shall mean the secured overnight financing rate as administered by the SOFR Administrator.

“SOFR Administrator” shall mean the Federal Reserve Bank of New York (or a successor administrator of
the secured overnight financing rate).

“SOFR Administrator’s Website” shall mean the website of the Federal Reserve Bank of New York,
currently at http://www.newyorkfed.org, or any successor source for the secured overnight financing rate
identified as such by the SOFR Administrator from time to time.

“SOFR Average” shall mean the compounded average of SOFR over a rolling calendar day period of thirty
(30) days (“30-Day SOFR Average”) which, with respect to the setting of such rate with respect to each Pricing
Rate Period, shall be the 30-Day SOFR Average (expressed as a percentage per annum and rounded upward, if
necessary, to the next nearest 1/1000 of 1%) published by the SOFR Administrator on the SOFR Administrator’s
Website for the related Reference Time; provided, however, that if, as of such Reference Time, the 30-Day
SOFR Average has not been published on the SOFR Administrator’s Website, the SOFR Average for such
setting will be 30-Day SOFR Average as published on the SOFR Administrator’s Website for the first preceding
U.S. Government Securities Business Day for which such 30-Day SOFR Average was published on the SOFR
Administrator’s Website so long as such first preceding U.S. Government Securities Business Day is not more
than three (3) U.S. Government Securities Business Days prior to the related SOFR Based Pricing Rate
Determination Date. Notwithstanding the foregoing, if any setting of the SOFR Average as provided above would
result in such setting being less than the applicable Benchmark Floor, such setting of the SOFR Average shall
instead be deemed to be such Benchmark Floor.

“SOFR Based Pricing Rate Determination Date” shall mean, (a) in the case of the first Pricing Rate Period
for any Purchased Loan, two (2) U.S. Government Securities Business Days prior to the related Purchase Date
for such Purchased Loan, and (b) in the case of each subsequent Pricing Period, two (2) U.S. Government
Securities Business Days preceding the first day of such Pricing Rate Period.

“SOFR Based Transaction” shall mean any Transaction for which the Benchmark (or the published
component used in the calculation thereof) designated in the related Transaction (or as a result of the occurrence
of a Benchmark Transition Event or SOFR Transition Event, as
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applicable, and the related Benchmark Replacement Date) is either the SOFR Average or Term SOFR.

“SOFR Transition Event” shall mean, the occurrence of:

(1) a determination by Buyer to convert all Transactions using an applicable Benchmark to a
Benchmark Replacement; and

(2) the provision by Buyer of the applicable Rate Election Notice to Seller.

“Solvent” shall mean with respect to any Person at any time, having a state of affairs such that all of the
following conditions are met at such time: (a) the fair value of the assets and property of such Person is greater
than the amount of such Person’s liabilities (including disputed, contingent and unliquidated liabilities) as such
value is established and liabilities evaluated for purposes of Section 101(32) of the Bankruptcy Code, (b) the
present fair salable value of the assets and property of such Person in an orderly liquidation of such Person is
not less than the amount that will be required to pay the probable liability of such Person on its debts as they
become absolute and matured, and (c) such Person is not engaged in a business or a transaction, and is not
about to engage in a business or a transaction, for which such Person’s assets and property would constitute
unreasonably small capital.

“Special Purpose Bankruptcy Remote Entity” shall have the meaning specified in Section 13.

“Specified Third Party Securitization” means any securitization transaction that was not established or sponsored
by Guarantor or any of its consolidated Subsidiaries.

“Subsidiary” shall mean, with respect to any Person, any corporation, partnership or other entity of which at
least a majority of the securities or other ownership interests having by the terms thereof ordinary voting power to
elect a majority of the board of directors or other persons performing similar functions of such corporation,
partnership or other entity (irrespective of whether or not at the time securities or other ownership interests of
any other class or classes of such corporation, partnership or other entity shall have or might have voting power
by reason of the happening of any contingency) is at the time directly or indirectly owned or controlled by such
Person or one or more Subsidiaries of such Person or by such Person and one or more Subsidiaries of such
Person.

“Summary Due Diligence Materials” shall mean those materials described on Annex 2 to Exhibit III.

“System” shall mean all hardware or software, or any system consisting of one or more thereof, including,
without limitation, any and all enhancements, upgrades, customizations, modifications and the like utilized by
any Person for the benefit of such Person to perform its obligations and to administer and track, store, process,
provide, and where appropriate, insert, true and accurate dates and calculations for dates and spans with respect
to the Purchased Loan.
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“Table-Funded Eligible Loan” shall mean an Eligible Loan originated by Seller and transferred to Buyer
simultaneously with the origination thereof by Seller, and which origination is financed in part with the Purchase
Price of a Transaction hereunder.

“Taxes” shall have the meaning specified in Section 31(a) hereof.

“Term SOFR” shall mean, the forward-looking term rate based on SOFR with a tenor of one month (the
“Term SOFR Reference Rate”) which, with respect to the setting of such rate with respect to each Pricing Rate
Period, shall be the Term SOFR Reference Rate (expressed as a percentage per annum and rounded upward, if
necessary, to the next nearest 1/1000 of 1%) published by the Term SOFR Administrator as of the related
Reference Time; provided, however, that if, as of the such Reference Time, the Term SOFR Reference Rate has
not been published by the Term SOFR Administrator then Term SOFR will be the Term SOFR Reference Rate for
such tenor as published by the Term SOFR Administrator on the first preceding U.S. Government Securities
Business Day for which such Term SOFR Reference Rate was published by the Term SOFR Administrator so
long as such first preceding U.S. Government Securities Business Day is not more than three (3) U.S.
Government Securities Business Days prior to the related SOFR Based Pricing Rate Determination Date.
Notwithstanding the foregoing, if any setting of Term SOFR as provided above would result in such setting being
less than the applicable Benchmark Floor, such setting of Term SOFR shall instead be deemed to be such
Benchmark Floor.

“Term SOFR Administrator” shall mean CME Group Benchmark Administration Limited (CBA), or a
successor administrator of the Term SOFR Reference Rate selected by Buyer in its reasonable discretion.

“Testing Date” shall have the meaning specified in Exhibit I hereof.

“Third Amendment Fee Letter” shall mean the letter agreement, dated as of December 8, 2016, between
Seller and Buyer.

“Title Escrow Letter” shall mean with respect to any Purchased Loan, a letter agreement in such form as
shall be reasonably acceptable to Buyer, executed by the title insurance company obligating it to issue title
insurance insuring the lien of the Mortgage for such Purchased Loan as reflected in an attached marked-up title
commitment and to record or file such Mortgage and other certain security instruments securing such Purchased
Loan and addressing the mechanics of funding of such Purchased Loan.

“Title Exceptions” shall have the meaning specified in Exhibit I hereof. “Title Policy” shall have

the meaning specified in Exhibit I(11). “Transaction” shall have the meaning set forth in

Section 1.

“Transaction Documents” shall mean, collectively, this Agreement, any applicable Annexes to this
Agreement, the Guaranty, the Pledge and Security Agreement, the Custodial Agreement, the Blocked Account
Agreement, any Servicing Agreement, all Confirmations
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executed pursuant to this Agreement in connection with specific Transactions, the Fee Letter, any and all other
documents and agreements relating to any such documents executed by Seller or Guarantor, and any written
modifications, extensions, renewals, restatements, or replacements of any of the foregoing.

“Trust Receipt” shall have the meaning assigned to such terms in the Custodial Agreement.

“UCC” shall mean the New York Uniform Commercial Code.

“UCC Financing Statement” shall mean a financing statement on Form UCC-1 or the proper national UCC
form, naming Buyer as “Secured Party” and Seller as “Debtor” and describing the Purchased Loans.

“Unadjusted Benchmark Replacement” shall mean the applicable Benchmark Replacement excluding the
related Benchmark Replacement Adjustment.

“Underwritten Net Cash Flow” shall mean, with respect to any Purchased Loan, in place or pro forma
underwritten net cash flow from the Mortgaged Property securing such Purchased Loan, as determined by Buyer
in its sole discretion (a) in connection with the Purchase Date on which an Eligible Loan is first made the subject
of a Transaction with Buyer hereunder, (b) in connection with any request from Seller to Buyer to fund a portion of
any future advance which Seller is contractually obligated to fund (or any reborrowing of a prior initial advance or
future advance which has been prepaid by Seller), and (c) for purposes of the application of Balloon Payments,
Scheduled Principal Payments, Principal Prepayments and net sale proceeds in the event of a sale of a
Purchased Loan made pursuant to Section 5(i) of this Agreement, in each case subject to adjustments for, but
not limited to, (i) a vacancy allowance, (ii) projected increases in expenses, (iii) mark-to-market of in place rents
and exclusion of non-sustainable income, (iv) market management fees and (v) normalized reserves.

“U.S. Government Securities Business Day” shall mean any day except for (a) a Saturday, (b) a Sunday or
(c) a day on which the Securities Industry and Financial Markets Association, or any successor thereto,
recommends that the fixed income departments of its members be closed for the entire day for purposes of
trading in United States government securities.

“Whole Loans” shall mean a whole Purchased Loan.

3. INITIATION; CONFIRMATION; TERMINATION; FEES

(a) (i) Subject to the terms and conditions set forth in this Agreement, an agreement to enter into a
Transaction shall be made in writing at the initiation of Seller as provided below; provided, however, that (A) the
aggregate outstanding Purchase Price at any time for all Transactions shall not exceed the Facility Amount, (B)
Buyer shall not have any obligation to enter into new Transactions with Seller after the occurrence and during
the continuance of a Default or an Event of Default or after the Facility Availability Period and (C) this Agreement
is not a commitment to enter into Transactions but rather sets forth the
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procedures to be used in connection with periodic requests to enter into Transactions and Seller hereby
acknowledges that Buyer is under no obligation to agree to enter into, or to enter into, any Transaction pursuant
to this Agreement.

(ii) Seller may request a Transaction or an increase in Purchase Price hereunder, on any
Business Day during the Facility Availability Period, by delivering to Buyer a written request
for Transaction or an increase in Purchase Price, substantially in the form of Exhibit III
hereto (a “Request for Transaction/Increase in Purchase Price”). Each Request for
Transaction /Increase in Purchase Price shall:

(A) relate to the funding of an Eligible Loan to be transferred (or previously transferred)
hereunder at the time of the transfer of the Purchase Price that is the subject of such
Request for Transaction/Increase in Purchase Price (including any future advances
of such Purchased Loan);

(B) in the case of the Purchase Date of an Eligible Loan, (x) be accompanied by a
Complete Submission, and (y) attach a schedule identifying the Eligible Loan that
Seller proposes to fund and to transfer to Buyer in connection with such Transaction
substantially in the form of Annex 1 to Exhibit IV;

(C) specify the requested Funding Date and the amount requested to be funded;

(D) specify any subsequent advances which may be required,

(E) attach an officer’s certificate signed by a Responsible Officer of Seller as required by
Section 9(a)(ix) hereof;

(F) indicate whether Seller desires such Purchased Loan to be a Table Funded Eligible
Loan, which table funding shall be subject to Buyer’s prior approval in Buyer’s sole
discretion; and

(G) contain (by attachment) such other information reasonably requested by Buyer from
time to time.

Buyer may from time to time waive certain requirements of a Complete Submission in its sole and absolute
discretion if, at the time of the submission thereof, certain documents called for as part of such Complete
Submission are then unavailable; provided that Seller shall use its best efforts to provide such documents as
soon as they become available.

(iii) Solely with respect to the Purchase Date for an Eligible Loan, following receipt of a Request
for Transaction/Increase in Purchase Price and a Complete Submission, Buyer shall inform
Seller in its sole discretion of its election to proceed with a Transaction hereunder by
delivering to Seller
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a funding confirmation, substantially in the form of Exhibit IV hereto (a “Funding
Confirmation”), as follows. Within ten (10) Business Days following receipt of a Complete
Submission (and any other materials reasonably requested by Buyer relating to a proposed
funding in connection with Buyer conducting its own due diligence investigation of the
Eligible Loan proposed to be funded by Buyer), Buyer shall conduct its diligence review and
notify Seller in such Funding Confirmation as to whether it approves of such Eligible Loan
(including in the case of a request for a Table Funded Eligible Loan, whether it approves of
same) and its Schedule of Exceptions to Representations and Warranties. If, with respect to
any Mortgage Loan, Buyer does not respond to Seller within the time frames specified in the
preceding sentence, Buyer shall be deemed to have elected not to make a Loan secured by
such Mortgage Loan.

(iv) Following receipt of a Funding Confirmation from Buyer pursuant to Section 3(a)(iii), Seller
shall, not later than 12:00 noon New York City time on the Business Day prior to the
requested Funding Date, (i) in the case of a Table Funded Eligible Loan, deliver the Title
Escrow Letter with respect thereto to Custodian, with a copy to Buyer, as provided in the
Custodial Agreement, and (ii) deliver the Closing Counsel Letter to Buyer. Following Buyer’s
receipt of the Title Escrow Letter (if applicable) and Closing Counsel Letter, and Buyer’s final
determination that the Mortgage Loan is an Eligible Loan, subject to Section 9 hereof, Buyer
shall transfer the Purchase Price pursuant to the wiring instructions Seller delivers to Buyer
or in the case of a Table Funded Eligible Loan, set forth in the Title Escrow Letter to partially
fund the applicable Purchased Loan in an amount determined in accordance with Section
3(a)(v) below, which transfer shall constitute the entry into a Transaction hereunder in the
amount of the Purchase Price. Pursuant to the Title Escrow Letter, the title insurance
company party thereto shall return to Buyer the Purchase Price so advanced if Seller fails to
advance its portion of such Purchased Loan on such Funding Date. A Title Escrow Letter
shall not be required for Purchased Loans which have been previously made the subject of a
Transaction.

(v) The amount of the Purchase Price with respect to any Purchased Loan on the Purchase
Date shall be an amount up to the least of (i) 75% of such Purchased Loan’s aggregate
initial principal amount (or as otherwise agreed to by Seller and Buyer on a case-by-case
basis, but in any case not to exceed 80% of such Purchased Loan’s aggregate initial
principal amount), (ii) 60% of the value of the related Mortgaged Property (or, with respect to
any Purchased Loan secured by a Mortgaged Property which is multi-family, 64% of the
value of the related Mortgaged Property) as set forth in an Appraisal delivered to Buyer, (iii)
the amount that would cause the Debt Yield calculated with respect to all of the Purchased
Loans to be
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less than the Minimum Portfolio Debt Yield, and (iv) the amount that would cause the Debt
Yield calculated with respect to such Purchased Loan individually to be less than the
applicable Minimum Individual Purchased Loan Debt Yield.

(vi) With respect to any Purchased Loan where Buyer has funded the Purchase Price on the
Purchase Date as provided for herein, following receipt of a Request for
Transaction/Increase in Purchase Price, which shall be delivered by Seller no less than three
(3) Business Days prior to the proposed Funding Date, and of all items required to be
delivered to Buyer pursuant to this Agreement (including, without limitation Section (9)),
Buyer shall fund a portion of any future advance which Seller shall be contractually obligated
to fund under the related Purchased Loan Documents in an amount equal to the product of
(x) the amount of such future advance multiplied by (y) the percentage equal to the quotient
of the Purchase Price transferred by Buyer in connection with the Purchase Date divided by
the aggregate initial funded amount of such Purchased Loan, subject in each case to
satisfaction of the following conditions precedent:

(A) the portion of the future advance funded by Buyer shall not cause the sum of (a) the
aggregate Purchase Price for all Purchased Loans, plus (b) the requested Purchase
Price for any pending Transaction, plus (c) the aggregate amount of any potential
future advance draws with respect to all Purchased Loans, in the aggregate, to
exceed the Facility Amount;

(B) if the Confirmation of the Transaction relating to the applicable Purchased Loan
specifies additional future advance conditions precedent as determined by Buyer and
Seller (including, without limitation, debt yield, debt service coverage ratio and loan-to-
value ratio tests), such additional conditions precedent shall be satisfied immediately
upon the funding of such portion of the future advance by Buyer;

(C) Seller shall not receive a Funding Date for future advances with respect to each
Purchased Loan more than one time during each calendar month or during the final
twelve months of the term of any Purchased Loan;

(D) the amount of Purchase Price transferred for a future advance with respect to each
Purchased Loan shall be in an amount not less than
$250,000; and

(E) Seller shall have delivered to Buyer evidence reasonably satisfactory to Buyer that
the underlying Mortgagor with respect to the applicable Purchased Loan shall have
delivered all items
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required to be delivered as conditions precedent to the making of such future
advance and shall have given Buyer a period of time reasonably satisfactory to Buyer
within which to review such items.

(vii) Notwithstanding anything herein to the contrary, the aggregate outstanding Purchase Price
with respect to any individual Purchased Loan (inclusive of the Purchase Date and all future
Funding Dates) shall not exceed the Maximum Transaction Amount.

(viii) On the Business Day that Custodian receives the complete Purchased Loan Documents,
Custodian will notify Buyer of its receipt of such Purchased Loan Documents and deliver to
Buyer a Trust Receipt, with a copy to Seller. Seller shall cause the Closing Counsel to
deliver the Purchased Loan Documents with respect to each Purchased Loan within three
(3) Business Days following the Purchase Date to the Custodian and shall deliver the
Complete Submission with respect to such Purchased Loan to Buyer.

(ix) Notwithstanding any other provision hereunder, the fact that Buyer has conducted or has
failed to conduct any partial or complete examination or any other due diligence review of
any Purchased Loan shall in no way affect any rights Buyer may have hereunder or
otherwise with respect toany representations or warranties or other rights hereunder,
including without limitation, the right to determine at any time that such Purchased Loan is
the subject of an Eligibility Breach.

(b) Upon agreeing to enter into a Transaction or to increase the Purchase Price hereunder, Buyer
shall promptly deliver to Seller a written confirmation in the form of Exhibit VIII attached hereto of such
Transaction or increase in Purchase Price (a “Confirmation”). Such Confirmation shall describe the Purchased
Loan, shall identify Buyer and Seller, and shall set forth:

(i) the Purchase Date/Funding Date,

(ii) the Initial Purchase Price Percentage, the Margin Percentage and the Purchase Price
for such Purchased Loan,

(iii) the Repurchase Date,

(iv) the Pricing Rate (including the Applicable Margin), and

(v) any additional terms or conditions not inconsistent with this Agreement. With respect to
any Transaction, the Pricing Rate shall be determined initially on the Pricing Rate
Determination Date applicable to the first Pricing Rate Period for such Transaction, and
shall be reset on each subsequent Pricing Rate Determination Date
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for the next succeeding Pricing Rate Period for such Transaction. Buyer or its agent shall
determine in accordance with the terms of this Agreement the Pricing Rate on each
Pricing Rate Determination Date for the related Pricing Rate Period and notify Seller of
such rate for such period on such subsequent Pricing Rate Determination Date.

(c) Each Confirmation, together with this Agreement, shall be conclusive evidence of the terms of the
Transaction(s) covered thereby unless specific objection is made in writing no less than three (3) Business Days
after the date thereof. In the event of any conflict between the terms of such Confirmation and the terms of this
Agreement, the Confirmation shall prevail. It is understood and agreed that once a Confirmation has been
executed by Buyer and Seller, such Confirmation shall be binding on the parties hereto (absent manifest error)
and shall constitute evidence of Buyer’s approval of the applicable Purchased Loan and the terms of the
applicable Transaction.

(d) No Transaction shall be terminable on demand by Buyer (other than upon the occurrence and
during the continuance of an Event of Default). Seller shall be entitled to terminate a Transaction on demand, in
whole only, and repurchase the Purchased Loan subject to a Transaction on any Business Day prior to the
Repurchase Date (an “Early Repurchase Date”); provided, however, that:

(i) Seller notifies Buyer in writing of its intent to terminate such Transaction and repurchase
such Purchased Loan no later than three (3) Business Days prior to such Early Repurchase
Date,

(ii) on such Early Repurchase Date, Seller pays to Buyer an amount equal to the sum of (x) the
Repurchase Price for such Transaction and (y) any other amounts payable under this
Agreement with respect to such Transaction against transfer to Seller or its agent of such
Purchased Loan,

(iii) if a Margin Deficit is in existence on such Early Repurchase Date and Buyer has notified
Seller thereof in accordance with Section 4(a), then, simultaneously with such repurchase,
Seller cures such Margin Deficit, and

(iv) no Event of Default has occurred and is continuing on the date of such early repurchase.

Such notice shall set forth the Early Repurchase Date and shall identify with particularity the Purchased Loans to
be repurchased on such Early Repurchase Date.

(e) On the Repurchase Date or any Early Repurchase Date (including, without limitation, in order to
cure a Margin Deficit), termination of the applicable Transaction will be effected by transfer to Seller or its
designee of the applicable Purchased Loan and any Income in respect thereof received by Buyer (and not
previously credited or transferred to, or applied to the
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obligations of, Seller pursuant to Section 5 of this Agreement) against the simultaneous transfer to an account of
Buyer of the Repurchase Price and any other amounts payable under this Agreement with respect to such
Transaction.

(f) Seller may reduce the outstanding Purchase Price of the Transactions, in whole or in part, on any
Payment Date without premium or penalty. If Seller shall reduce the outstanding Purchase Price on any day
other than a Payment Date, Seller shall be responsible for all breakage costs pursuant to Section 3(h). Any
amounts paid shall reduce the outstanding Purchase Price of the Transactions (together with Price Differential
thereon) so designated by Seller until paid in full. Amounts paid may be re-advanced as increases in Purchase
Price in accordance with the terms of this Agreement. If Seller intends to reduce the outstanding Purchase Price
of the Transactions in whole or in part from any source, Seller shall give at least two (2) Business Days’ prior
written notice thereof to Buyer, specifying the date and amount of payment. If such notice is given, the amount
specified in such notice shall be due and payable on the date specified therein, together with accrued Price
Differential to such date on the amount prepaid. Partial payments shall be in an aggregate principal amount of at
least $100,000 or the outstanding balance of the designated Purchased Loan(s), if less.

(g) Effect of Benchmark Transition Event. Notwithstanding anything to the contrary contained herein
or in any other Transaction Document:

(i) Benchmark Replacement. Notwithstanding anything to the contrary in this Agreement or in
any other Transaction Document, if a Benchmark Transition Event or a SOFR Transition Event, as
applicable, and its related Benchmark Replacement Date have occurred with respect to any Benchmark
prior to the Reference Time for any Pricing Rate Determination Date for such Benchmark, the applicable
Benchmark Replacement will replace such Benchmark for all purposes under this Agreement or under any
other Transaction Document in respect of such setting and all settings on all subsequent dates (without
any amendment to, or further action or consent of any other party to, this Agreement or any other
Transaction Document). Notwithstanding the foregoing, Buyer and Seller may at any time agree to amend
and restate any Confirmation with respect to any Transaction to replace the related Benchmark with
respect to such Transaction with the applicable Benchmark Replacement.

(ii) Benchmark Replacement Conforming Changes. In connection with the implementation or
administration of any Benchmark or Benchmark Replacement, in connection with any Benchmark
Replacement Date or as a result of a Benchmark Unavailability Period, Buyer will have the right to make
Benchmark Replacement Conforming Changes from time to time and, notwithstanding anything to the
contrary herein or in any other Transaction Document, any amendments implementing such Benchmark
Replacement Conforming Changes will become effective without any further action or consent of Seller or
any other party to this Agreement or any other Transaction Document.

(iii) Market Disruption. During a Benchmark Unavailability Period, the component of the Pricing
Rate based on the applicable Benchmark shall, during the
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continuance of such Benchmark Unavailability Period, be replaced with a Benchmark Replacement
reasonably determined by Buyer.

(iv) Notices; Standards for Decisions and Determinations. Buyer will promptly notify Seller of
(A) any Benchmark Replacement Date, (B) the effectiveness of any Benchmark Replacement Conforming
Changes and (C) the effectiveness of any changes to the calculation of the Pricing Rate described in
Section 3(g)(iii). For the avoidance of doubt, any notice required to be delivered by Buyer as set forth in
this Section 3(g) may be provided, at the option of Buyer (in its sole discretion), in one or more notices
and may be delivered together with, or as a part of any amendment which implements any Benchmark
Replacement or Benchmark Replacement Conforming Changes. Any determination, decision or election
that may be made by Buyer pursuant to this Section 3(g), including any determination with respect to a
tenor, rate or adjustment or of the occurrence or non-occurrence of an event, circumstance or date and
any decision to take or refrain from taking any action or any selection, will be conclusive and binding
absent manifest error and may be made in Buyer’s sole discretion and without consent from Seller or any
other party to this Agreement or any other Transaction Document.

(v) Acknowledgment of Benchmark Transition Event in Respect of LIBOR. Buyer and Seller
acknowledge and agree that a Benchmark Transition Event in respect of LIBOR occurred on March 5,
2021. Although June 30, 2023 is the anticipated date on which the administrator of LIBOR will permanently
or indefinitely cease to provide LIBOR or that LIBOR will be declared no longer representative (the
“Anticipated Benchmark Replacement Date”), the related Benchmark Replacement Date cannot be
determined with certainty by Buyer at this time. Seller acknowledges and agrees that Buyer may determine
that the Benchmark Replacement Date with respect to LIBOR will differ from the Anticipated Benchmark
Replacement Date in accordance with the definition thereof or otherwise in connection with the occurrence
of another Benchmark Transition Event or a SOFR Transition Event.[Intentionally Omitted].

(vi) Disclaimer. Buyer does not warrant or accept any responsibility for, and shall not have any
liability with respect to (A) the administration, submission or any other matter related to LIBOR, SOFR, the
SOFR Average or Term SOFR or with respect to any alternative or successor rate thereto, or replacement
rate thereof (including, without limitation any Benchmark Replacement implemented hereunder), (B) the
composition or characteristics of any such Benchmark Replacement, including whether it is similar to, or
produces the same value or economic equivalence to LIBOR, SOFR, the SOFR Average or Term SOFR
(or any other Benchmark) or have the same volume or liquidity as LIBOR, SOFR, the SOFR Average or
Term SOFR (or any other Benchmark), (C) any actions or use of its discretion or other decisions or
determinations made with respect to any matters covered by Section 3(g) or Section 3(i) including, without
limitation, whether or not a Benchmark Transition Event has occurred, whether to declare a SOFR
Transition Event, the removal or lack thereof of unavailable or non-representative tenors of LIBOR, SOFR,
the SOFR Average or Term SOFR (or  any other Benchmark), the implementation or lack thereof of any
Benchmark Replacement Conforming Changes, the delivery or non-delivery of any notices required by
Section 3(g)(iv) or otherwise in accordance
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herewith, and (D) the effect of any of the foregoing provisions of Section 3(g) or Section 3(i).

(h) If Seller makes a repayment of any Transactions on any day which is not a Payment Date, Seller
shall be required to pay Buyer breakage fees (but specifically excluding lost profits, consequential and punitive
damages) equal to the amount of Price Differential on the amount being repaid at the applicable Pricing Rate
payable by Buyer on deposits from which such funds were obtained for the period from the date of such payment
through the following Payment Date less the amount of interest realized by Buyer in redeploying the funds not
utilized by reason of such payment for such period. Buyer shall, at the request of Seller, notify Seller of the
amounts of costs to be paid by Seller if a Transaction is prepaid. This Section 3(h) shall survive termination of
this Agreement .

(i) (1) Notwithstanding any other provision herein, if the adoption of or any change in any
Requirement of Law or in the interpretation or application thereof after the date of this Agreement shall make it
unlawful for Buyer (A) to enter into Transactions, then any commitment of Buyer, as applicable, hereunder to
enter into new Transactions shall forthwith be canceled or (B) to maintain or continue Transactions, then a
Repurchase Date shall occur for all Transactions on the next Payment Date or on such earlier date as may be
required by law. If any termination of a Transaction shall occur in accordance with subclause (B) of the preceding
sentence, Seller shall pay to Buyer, as applicable, such amounts, if any, as may be required pursuant to Section
27(b) or Section 27(c).

(2) If any Requirement of Law or any change in the interpretation or application thereof or
compliance by Buyer with any request or directive (whether or not having the force of law) from any
central bank or other Governmental Authority made subsequent to the date hereof:

(A) shall subject Buyer to any Taxes with respect to this Agreement or any Transaction
entered into by it (other than Excluded Taxes) or change the basis of taxation of payments to Buyer
in respect thereof,

(B) shall impose, modify or hold applicable any reserve, special deposit, compulsory
loan or similar requirement against assets held by, deposits or other liabilities in or for the account
of, advances, loans or other extensions of credit by, or any other acquisition of funds by, any office
of Buyer which is not otherwise included in the determination of the Benchmark hereunder, or

(C) shall impose on Buyer any other condition,

and the result of any of the foregoing is to increase the cost to Buyer, by an amount which Buyer deems to be
material, of making or maintaining any Transactions or to reduce any amount receivable hereunder in respect
thereof, then, in any such case, Seller shall, upon receipt of prior written notice of such fact and a reasonably
detailed description of the circumstances, and in accordance with Section 3(k), either (i) prepay all such
Transactions as may be outstanding (and Seller shall not be liable for any Benchmark breakage fees associated
therewith) or (ii) pay Buyer
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such additional amount or amounts as will compensate Buyer for such increased cost or reduced amount
receivable, provided Buyer will not treat Seller differently from similarly situated customers in requiring the
payment of such amount or amounts.

(j) If Buyer shall have determined that the adoption of or any change in any Requirement of Law
regarding capital adequacy or in the interpretation or application thereof or compliance by Buyer or any
corporation controlling Buyer with any request or directive regarding capital adequacy (whether or not having the
force of law) from any Governmental Authority made subsequent to the date hereof shall have the effect of
reducing the rate of return on Buyer’s or such corporation’s capital as a consequence of its obligations hereunder
by an amount deemed by Buyer to be material (taking into consideration Buyer’s or such corporation’s policies
with respect to capital adequacy) (a “Rate of Return Reduction Event”), then from time to time, Seller shall in
accordance with Section 3(k) pay to Buyer such additional amount or amounts as will compensate Buyer for
such reduction, provided Buyer will not treat Seller differently from similarly situated customers in requiring the
payment of such amount or amounts. Seller’s obligation to pay such additional amounts shall terminate if the Rate
of Return Reduction Event precipitating such obligation shall no longer have the effect of reducing the rate of
return on Buyer’s or such corporation’s capital as a consequence of its obligations hereunder by an amount
deemed by Buyer to be material (taking into consideration Buyer’s or such corporation’s policies with respect to
capital adequacy).

(k) If Buyer becomes entitled to claim any additional amounts pursuant to Section 3(i)(2) or (j), it
shall promptly notify Seller of the event by reason of which it has become so entitled. A certificate as to any
additional amounts payable pursuant to Section 3(i)(2) or (j) submitted by Buyer to Seller shall be conclusive in
the absence of manifest error. All payments required under Section 3(i)(2) or (j) shall be made by Seller within
ten (10) Business Days after notice thereof from Buyer to Seller.

(l) Seller shall pay those certain fees required to be paid pursuant to and in accordance
with the Fee Letter.

4. MARGIN MAINTENANCE

(a) If at any time following the occurrence of a Credit Event, the aggregate Market Value of the
Purchased Loans shall be less than the sum of the Margin Amounts calculated individually with respect to each
Purchased Loan (a “Margin Deficit”) and such Margin Deficit is greater than $500,000, then Buyer may by notice
to Seller require Seller to cure such Margin Deficit by either:

(i) transferring to Buyer additional cash collateral in an amount at least equal to the
sum of the amounts, calculated individually for each Purchased Loan, equal to the product of (x) the difference
between the Margin Amount with respect to such Purchased Loan and the Market Value of such Purchased
Loan multiplied by (y) the applicable Initial Purchase Price Percentage, which cash collateral shall be held by
Buyer as additional Collateral with respect to the applicable Purchased Loan(s);
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(ii) reducing the outstanding Purchase Price of the Transactions with respect to any
Purchased Loan, as applicable, such that the aggregate Market Value of the Purchased Loans is at least equal
to the sum of the Margin Amounts of the Purchased Loans; or

(iii) making a repayment of the Transactions, in whole, with respect to any Purchased
Loan pursuant to Sections 3(f) and (h) of this Agreement which repayment results in a cure of such Margin
Deficit.

Any cash transferred to Buyer pursuant to clause (ii) of this Section 4(a) of this Agreement with respect to any
Purchased Loan shall be applied to reduce the outstanding Purchase Price for each Purchased Loan on a dollar-
for-dollar basis for which there was a Margin Deficit.

(b) If any notice is given by Buyer under Section 4(a) of this Agreement on any Business Day and
Seller transfers cash pursuant to Section 4(a)(i) or (ii), Seller shall transfer cash in the full amount required in
Section 4(a)(i) or (ii) by no later than the close of business on the fifth (5th) Business Day following the Business
Day on which such notice is given. The failure of Buyer, on any one or more occasions, to exercise its rights
under Section 4(a) of this Agreement shall not change or alter the terms and conditions to which this Agreement
is subject or limit the right of Buyer to do so at a later date. Buyer and Seller agree that any failure or delay by
Buyer to exercise its rights under Section 4(a) of this Agreement shall not limit such party’s rights under this
Agreement or otherwise existing by law or in any way create additional rights for such party.

5. INCOME PAYMENTS AND PRINCIPAL PAYMENTS

(a) Subject to Section 5(l), with respect to each Purchased Loan, Seller hereby promises to
repay in full on or prior to the Repurchase Date the then aggregate outstanding Repurchase Price with
respect to such Purchased Loan.

(b) Seller hereby promises to pay to Buyer on each Payment Date until the date each Transaction
shall be paid in full accrued unpaid Price Differential on the outstanding Purchase Price of each Transaction for
the period from and including the date of such Transaction to but excluding the date such Transaction shall be
paid in full, at a rate per annum equal to the Pricing Rate. Promptly after the determination of the Pricing Rate
provided for herein or any change therein, Buyer shall give notice thereof to Seller.

(c) Except to the extent otherwise provided herein, all payments of Purchase Price, Price Differential
and other amounts to be made by Seller under this Agreement, shall be made in Dollars, in immediately available
funds, without deduction, set-off or counterclaim, to Buyer at the following account maintained by Buyer: Account
No. 40784524, for the account of Buyer, Account Title: SSB, ABA No. 021000089, Ref: ARES, not later than 2:00
p.m., New York City time, on the date on which such payment shall become due (and each such payment made
after such time on such due date shall be deemed to have been made on the next succeeding Business Day).
Seller acknowledges that it has no rights of withdrawal from the foregoing account. Except to the extent
otherwise expressly provided herein, if the due date of any payment under this Agreement would otherwise fall on
a day that is not a Business Day, such date shall be
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extended to the next succeeding Business Day, and Price Differential shall be payable for any amount so
extended for the period of such extension.

(e) Price Differential on the Transactions shall be computed on the basis of a 360-day year for the
actual days elapsed (including the first day but excluding the last day) occurring in the period for which payable.

(f) The Buyer’s Account shall be established by Seller subject to the Blocked Account Agreement
concurrently with or prior to the execution and delivery of this Agreement.

(g) Pursuant to the Servicing Agreement, Seller shall cause all Income in respect of each Purchased
Loan to be collected by the Servicer and paid directly to the Servicing Account. Any Income in respect of any
Purchased Loan paid directly to Seller, shall be deposited by Seller into the Servicing Account within two (2)
Business Days of receipt. All such Income shall be held in trust for Buyer and shall constitute the property of
Buyer. Seller covenants and agrees that no payments shall be made by any obligor to Servicer (except as
specifically permitted by the terms of the Servicing Agreement in respect of certain fees and other amounts to
which Servicer may be entitled), and if any such payment is made, Seller shall cause Servicer to deposit such
payment into the Servicing Account within two (2) Business Days of receipt and, pending such deposit, shall
cause the Servicer to hold such amount in trust for Buyer. Seller shall cause Servicer to process any payments
received in the Servicing Account with respect to the Purchased Loans and to remit such payments to the
Buyer’s Account. So long as an Event of Default has not occurred and is not continuing, any Income received on
the Purchased Loans (other than Scheduled Principal Payments, Balloon Payments, Principal Prepayments and
net sale proceeds of a sale of a Purchased Loan) and transferred to Buyer’s Account as required hereunder shall
be remitted from the Buyer’s Account to an account designated in writing by Seller on a daily basis.
Notwithstanding the foregoing, upon the occurrence of an Event of Default or a Servicing Transfer Event, Buyer
may send to each Mortgagor an Irrevocable Redirection Notice pursuant to which Seller shall cause all Income in
respect of each Purchased Loan to be paid by the underlying Mortgagor directly to the Buyer’s Account. The
Buyer’s Account shall be under the sole dominion and control of the Buyer and prior to an Event of Default, Seller
shall have rights of withdrawal therefrom subject to the terms hereof and the Blocked Account Agreement.

(h) Subject to Section 5(j), solely with respect to any Purchased Loan as to which a Purchased Loan
Event of Default has occurred and is continuing, Buyer shall apply the entire amount of Balloon Payments,
Scheduled Principal Payments, Principal Prepayments and net sale proceeds from the sale of a Purchased Loan
received in the Buyer’s Account during each Collection Period to repay on the related Payment Date the
outstanding Purchase Price of the Transaction with respect to the related Purchased Loan until such Purchase
Price of such Transaction has been reduced to zero. So long as a Default or an Event of Default has not
occurred and is not continuing, any Balloon Payments, Scheduled Principal Payments, Principal Prepayments
and net sale proceeds from the sale of a Purchased Loan received during each Collection Period in excess of
the outstanding Purchase Price of a Transaction shall be remitted to Seller within one (1) Business Day.
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(i) Subject to Section 5(j), except as otherwise provided in Section 5(h) above, Buyer shall apply the
entire amount of Balloon Payments, Scheduled Principal Payments, Principal Prepayments and net sale
proceeds from the sale of a Purchased Loan received during each Collection Period to repay on the related
Payment Date the outstanding Purchase Price of the Transaction with respect to the related Purchased Loan
until the Debt Yield (calculated for this purpose with reference to such Purchased Loan and such Purchase Price
of the Transaction with respect to such Purchased Loan) is equal to the greater of (i) the original Debt Yield
(calculated for this purpose with reference to such Purchased Loan and such Purchase Price of the Transaction
made on the initial Funding Date with respect to such Purchased Loan) and (ii) 12.00%. Upon satisfaction of the
Debt Yield requirement referred to in the preceding sentence, Buyer shall apply the remaining amount of such
Balloon Payments, Scheduled Principal Payments, Principal Prepayments and net sale proceeds (such amount,
the “Remaining Paydown Amount”) to repay the outstanding Purchase Price of the Transaction made with
respect to the related Purchased Loan in an amount equal to (x) the Remaining Paydown Amount multiplied by (y)
the percentage equal to the quotient of the initial Purchase Price on the Purchase Date with respect to such
Purchased Loan divided by the aggregate initial funded amount of such Purchased Loan until such outstanding
Purchase Price of the Transaction has been reduced to zero. So long as a Default or an Event of Default has not
occurred and is not continuing, the excess of such Remaining Paydown Amount after making the distribution
described in the immediately preceding sentence shall be remitted to Seller within one (1) Business Day.

(j) If a Default shall have occurred and is continuing, Buyer shall hold in the Buyer’s Account the
entire amount of Balloon Payments, Scheduled Principal Payments, Principal Prepayments and net sale
proceeds from the sale of a Purchased Loan until the earlier of the cure of the event that caused such Default or
the occurrence of an Event of Default following which time such amount shall be applied in accordance with
Sections 5(h), 5(i) and 5(j). Upon the occurrence and during the continuation of an Event of Default, funds
deposited in the Buyer’s Account, shall be held therein until the next Payment Date. On such Payment Date,
Buyer shall withdraw any funds on deposit in the Buyer’s Account and apply such funds as follows:

(i) first, to Buyer in payment of any accrued and unpaid Price Differential on the Transactions
and any fees then payable to Buyer, including the fees of any replacement Servicer retained by Buyer, as
notified by Buyer to Seller;

(ii) second, to the payment of all other costs and fees payable to Buyer pursuant to this
Agreement;

(iii) third, any remaining amounts shall be applied to reduce the outstanding Purchase Price of
the Transactions and any other obligations owing to Buyer hereunder in such manner,  order or priority as Buyer
shall determine in its sole discretion, until such Purchase Price and other obligations shall have been paid in full;
and

(iv) fourth, to pay the surplus, if any, to whoever may be lawfully entitled to receive such
surplus.
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(k) If Seller shall have made any representations and warranties set forth in Exhibit I without actual
knowledge that they were materially false or misleading at the time made, and any such representations and
warranties shall have been determined by Buyer in its reasonable discretion to be materially false or misleading
with respect to a Purchased Loan transferred hereunder (an “Eligibility Breach”), Seller shall within five (5)
Business Days after notice of such determination from Buyer prepay the outstanding Purchase Price with respect
to such Purchased Loan, together with all accrued Price Differential thereon and fees and expenses accruing
with respect thereto.

(l) By not later than sixty (60) days after the occurrence of a Purchased Loan Event of Default
(including, without limitation, a maturity default), Seller shall prepay the outstanding Purchase Price with respect
to such Purchased Loan, together with all accrued Price Differential thereon and fees and expenses accruing
with respect thereto.

(m) If at any time the Debt Yield calculated with respect to all of the Purchased Loans is less than the
Minimum Portfolio Debt Yield, then Seller shall within five (5) Business Days after notice of such determination
from Buyer prepay the aggregate outstanding Purchase Price of the Transactions in the amount necessary to
cause the Debt Yield calculated with respect to all of the Purchased Loans to be equal to or greater than the
Minimum Portfolio Debt Yield.

6. SECURITY INTEREST

(a) Pursuant to the Custodial Agreement, Custodian shall hold the Purchased Loan Documents as
exclusive bailee and agent for the benefit of Buyer pursuant to the terms of the Custodial Agreement and shall
deliver to Buyer Trust Receipts (as defined in the Custodial Agreement) each to the effect that it has reviewed
such Purchased Loan Documents in the manner and to the extent required by the Custodial Agreement and
identifying any deficiencies in such Purchased Loan Documents as so reviewed.

(b) Buyer and Seller intend that all Transactions hereunder be sales to Buyer of the Purchased
Loans and not loans from Buyer to Seller secured by the Purchased Loans. However, in the event any such
Transaction is deemed to be a loan, Seller hereby pledges all of its right, title, and interest in, to and under and
grants a first priority lien on, and security interest in, all of the following property, whether now owned or
hereafter acquired, now existing or hereafter created and wherever located (collectively, the “Collateral”) to
Buyer to secure the payment and performance of all other amounts or obligations owing to Buyer pursuant to this
Agreement and the related documents described herein (collectively, the “Secured Obligations”):

(i) each Purchased Loan and the Servicing Rights related thereto;

(ii) all Purchased Loan Documents, including without limitation all promissory notes, and all
Servicing Records, Servicing Agreements and any other collateral pledged or otherwise
relating to such Purchased Loan, together with all files, documents, instruments, surveys,
certificates, correspondence, appraisals, computer programs, computer storage media,
accounting records and other books and records relating thereto;
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(iii) all mortgage guaranties and insurance (issued by governmental agencies or otherwise) and
any mortgage insurance certificate or other document evidencing such mortgage guaranties
or insurance relating to all Purchased Loan and all claims and payments thereunder;

(iv) all other insurance policies and insurance proceeds relating to any Purchased Loan
or the related Mortgaged Property;

(v) all Interest Rate Protection Agreements, relating to or constituting any and all of the
foregoing;

(vi) the Buyer’s Account and all monies from time to time on deposit in the Buyer’s Account;

(vii) any and all “securities accounts”, as defined in the UCC, relating to any of the foregoing and
each “financial asset”, as defined in the UCC, contained therein, including, without limitation,
any accounts described in
Section 5(f);

(viii) all collateral, however defined, under any other agreement between Seller on the one hand
and Buyer or any of its Affiliates on the other hand;

(ix) all “general intangibles”, “accounts,” “instruments”, “investment property”, “deposit
accounts” and “chattel paper” as defined in the UCC relating to or constituting any and all
of the foregoing; and

(x) any and all replacements, substitutions, distributions on or proceeds of any and all of the
foregoing.

(c) Intentionally Omitted.

(d) Buyer acknowledges and agrees that, notwithstanding anything to the contrary contained
herein, (i) the rights of Seller as holder of the Collateral are subject to the terms of the Purchased Loan
Documents; (ii) Buyer’s interest in the Collateral is subject to the terms of the Purchased Loan Documents; (iii)
unless an Event of Default shall have occurred and be continuing, Buyer shall permit Seller to exercise any and
all voting, consent or other rights with respect to the Collateral; and (iv) upon completion of any foreclosure of the
Collateral, Buyer, its designee or transferee will assume all of the obligations of the holders of the applicable
Purchased Loan from and after such foreclosure.

(e) At any time and from time to time, upon the written request of Buyer, and at the sole expense of
Seller, Seller will promptly and duly execute and deliver, or will promptly cause to be executed and delivered,
such further instruments and documents and take such further action as Buyer may reasonably request for the
purpose of obtaining or preserving the full benefits of this Agreement and of the rights and powers herein
granted, including, without limitation, the filing of any financing or continuation statements under the UCC in
effect in any jurisdiction with respect to the Liens created hereby. Seller also hereby authorizes Buyer to file
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any such financing or continuation statement without the signature of Seller to the extent permitted by applicable
law. Seller hereby authorizes Buyer and its counsel to file UCC financing statements in form and substance
satisfactory to Buyer describing as the collateral covered thereby “all assets of the debtor, whether now owned or
existing or hereafter acquired or arising and all proceeds and products thereof” or words to that effect, and any
limitations on such collateral description, notwithstanding that such collateral description may be broader in
scope than the Collateral described herein.

(f) Seller shall not (i) change the location of its chief executive office/chief place of business from
that specified in Section 10(h) hereof, (ii) change its name, identity or corporate structure (or the equivalent) or
change the location where it maintains its records with respect to the Collateral or (iii) reincorporate or
reorganize under the laws of another jurisdiction unless it shall have given Buyer at least 30 days prior written
notice thereof and shall have delivered to Buyer all UCC financing statements and amendments thereto as Buyer
shall reasonably request and taken all other actions deemed reasonably necessary by Buyer to continue its
perfected status in the Collateral with the same or better priority. Seller’s organizational identification number is
5044234. Seller shall promptly notify Buyer of any change in such organizational identification number

(g) Seller hereby irrevocably constitutes and appoints Buyer and any officer or agent thereof, with full
power of substitution, as its true and lawful attorney-in-fact with full irrevocable power and authority in the place
and stead of Seller and in the name of Seller or in its own name, from time to time following the occurrence and
during the continuance of an Event of Default to take any and all appropriate action and to execute any and all
documents and instruments which may be necessary or desirable to accomplish the purposes of this Agreement,
and, without limiting the generality of the foregoing, Seller hereby gives Buyer the power and right, on behalf of
Seller, without assent by, but with notice to, Seller, if an Event of Default shall have occurred and be continuing,
to do the following:

(i) in the name of Seller or its own name, or otherwise, to take possession of and endorse and
collect any checks, drafts, notes, acceptances or other instruments for the payment of
moneys due under any mortgage insurance or payable on or on account of any other
Collateral and to file any claim or to take any other action or proceeding in any court of law or
equity or otherwise deemed appropriate by Buyer for the purpose of collecting any and all
such moneys due under any such mortgage insurance or with respect to any other Collateral
whenever payable,

(ii) to pay or discharge taxes and Liens levied or placed on or threatened against the
Collateral, and

(iii) (A) to direct any party liable for any payment under any Collateral to make payment of any
and all moneys due or to become due thereunder directly to Buyer or as Buyer shall direct;
(B) to ask or demand for, collect, receive payment of and receipt for, any and all moneys,
claims and other amounts due or to become due at any time in respect of or arising out of
any
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Collateral; (C) to sign and endorse any invoices, assignments, verifications, notices and
other documents in connection with any of the Collateral; (D) to commence and prosecute
any suits, actions or proceedings at law or in equity in any court of competent jurisdiction to
collect the Collateral or any portion thereof and to enforce any other right in respect of any
Collateral; (E) to defend any suit, action or proceeding brought against Seller with respect to
any Collateral; (F) to settle, compromise or adjust any suit, action or proceeding described in
clause (E) above and, in connection therewith, to give such discharges or releases as Buyer
may deem appropriate; and (G) generally, to sell, transfer, pledge and make any agreement
with respect to or otherwise deal with any of the Collateral as fully and completely as though
Buyer were the absolute owner thereof for all purposes, and to do, at Buyer’s option and
Seller’s expense, at any time, and from time to time, all acts and things which Buyer deems
reasonably necessary to protect, preserve or realize upon the Collateral and Buyer’s Liens
thereon and to effect the intent of this Agreement, all as fully and effectively as Seller might
do.

Seller hereby ratifies all that said attorneys shall lawfully do or cause to be done by virtue hereof. This power of
attorney is a power coupled with an interest and shall be irrevocable until the Secured Obligations shall have
been irrevocably paid in full.

(h) Seller also authorizes Buyer, at any time and from time to time, to execute, in connection with
any sale provided for in Section 14(b) hereof, any endorsements, assignments or other instruments of
conveyance or transfer with respect to the Collateral and to file any initial financing statements amendments
thereto and continuation statements with or without the signature of any Seller as authorized by applicable law,
as applicable to all or any part of the Collateral and to file any initial financing statements, amendments thereto
and continuation statements with or without the signature of any Seller as authorized by applicable law, as
applicable to all or any part of the Collateral.

(i) The powers conferred on Buyer are solely to protect Buyer’s interests in the Collateral and shall
not impose any duty upon Buyer to exercise any such powers. Buyer shall be accountable only for amounts that
it actually receives as a result of the exercise of such powers, and neither Buyer nor any of its officers, directors,
or employees shall be responsible to Seller for any act or failure to act hereunder, except for its own gross
negligence or willful misconduct.

(j) If Seller fails to perform or comply with any of its agreements contained in the Transaction
Documents beyond any notice or grace period contained herein Buyer may itself perform or comply, or
otherwise cause performance or compliance, with such agreement, the out-of-pocket expenses of Buyer
incurred in connection with such performance or compliance, together with interest thereon at a rate per annum
equal to the Post-Default Rate, shall be payable by Seller to Buyer upon ten (10) days notice that such
amounts are due and payable, unless an Event of Default shall have occurred and is continuing, in which case
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such amounts shall be due and payable on demand and, in either case, shall constitute Secured Obligations.

(k) Buyer’s duty with respect to the custody, safekeeping and physical preservation of the Collateral
in its possession, under Section 9-207 of the UCC or otherwise, shall be to deal with it in the same manner as
Buyer deals with similar property for its own account. Subject to the immediately preceding sentence, neither
Buyer nor any of its directors, officers or employees shall be liable for failure to demand, collect or realize upon all
or any part of the Collateral or for any delay in doing so or shall be under any obligation to sell or otherwise
dispose of any Collateral upon the request of Seller or otherwise

(l) All authorizations and agencies herein contained with respect to the Collateral are irrevocable until
the Secured Obligations shall have been irrevocably paid in full and are powers coupled with an interest.

(m) Upon termination of this Agreement and repayment to Buyer of the Repurchase Price and the
performance of all obligations under the Transaction Documents, Buyer shall promptly release its security interest
in any remaining Collateral; provided that if any payment, or any part thereof, of any of the Secured Obligations is
rescinded or must otherwise be restored or returned by Buyer upon the insolvency, bankruptcy, dissolution,
liquidation or reorganization of any Seller, or upon or as a result of the appointment of a receiver, intervenor or
conservator of, or a trustee or similar officer for, Seller or any substantial part of its property, or otherwise, this
Agreement, all rights hereunder and the Liens created hereby shall continue to be effective, or be reinstated, as
though such payments had not been made until such time as such payments have been indefeasibly made.
Upon the release of the security interest in the Purchased Loans pursuant to this Section, Buyer shall promptly
release to Seller the Purchased Loan Files and execute, acknowledge and deliver to Seller any and all
documents, instruments and agreements necessary to release all security interests in such Purchased Loans.
Upon repayment to Buyer of the Repurchase Price with respect to a Purchased Loan, Buyer shall release to
Seller the Purchased Loan Files relating to the Purchased Loans transferred in connection with such Loans and
execute, acknowledge and deliver to Seller any and all documents, instruments and agreements necessary to
release all Liens in the Purchased Loans securing such Loans; provided, however, that whether or not an Event
of Default has occurred and is continuing hereunder, Buyer shall be required to release the Purchased Loan File
relating to a Purchased Loan and execute, acknowledge and deliver all necessary release documents if (x) the
related Mortgagor has paid the entire principal amount of such Purchased Loan and all other amounts due to the
applicable Seller under the related Purchased Loan Documents and (y) the required prepayment of the Loans in
respect of such Purchased Loan has been made hereunder in accordance with Section 5(h).

7. PAYMENT, TRANSFER AND CUSTODY

(a) On the Purchase Date for each Transaction, ownership of the Purchased Loans shall be
transferred to Buyer or its designee (including the Custodian) against the simultaneous transfer of the Purchase
Price to an account of Seller specified in writing by Seller relating to such Transaction.
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(b) On or before each Purchase Date, Seller shall deliver or cause to be delivered to Buyer or its
designee the Custodial Delivery in the form attached hereto as Exhibit VI. In connection with each sale, transfer,
conveyance and assignment of a Purchased Loan, Seller shall deliver or cause to be delivered and released the
Purchased Loan File pertaining to such Purchased Loan to the Custodian in accordance with the Custodial
Agreement.

From time to time, Seller shall forward to the Custodian additional original documents or additional
documents evidencing any assumption, modification, consolidation or extension of a Purchased Loan in
accordance with the terms of the Custodial Agreement, and upon receipt of any such other documents, the
Custodian shall hold such other documents in accordance with the Custodial Agreement. With respect to any
documents which have been delivered or are being delivered to recording offices for recording and have not been
returned to Seller in time to permit their delivery hereunder at the time required, in lieu of delivering such original
documents, Seller shall deliver to Buyer a true copy thereof with an officer’s certificate certifying that such copy is
a true, correct and complete copy of the original, which has been transmitted for recordation. Seller shall deliver
or cause to be delivered such original documents to the Custodian promptly when they are received. Buyer shall
deposit the Purchased Loan Files representing the Purchased Loans, or direct that the Purchased Loan Files be
deposited directly, with the Custodian. The Purchased Loan Files shall be maintained in accordance with the
Custodial Agreement. Any Purchased Loan Files not delivered to Buyer or its designee (including the Custodian)
are and shall be held in trust by Seller or its designee for the benefit of Buyer as the owner thereof. Seller or its
designee shall maintain a copy of the Purchased Loan File and the originals of the Purchased Loan File not
delivered to Buyer or its designee. The possession of the Purchased Loan File by Seller or its designee is at the
will of Buyer for the sole purpose of servicing the related Purchased Loan, and such retention and possession by
Seller or its designee is in a custodial capacity only. The books and records (including, without limitation, any
computer records or tapes) of Seller or its designee shall be marked appropriately to reflect clearly the sale of the
related Purchased Loan to Buyer. Seller or its designee (including the Custodian) shall release its custody of the
Purchased Loan File only in accordance with the Custodial Agreement or as otherwise required by law. Upon the
repurchase of any Purchased Loan pursuant to this Agreement or the payment in full of such Purchased Loan, as
applicable, in either case which shall be evidenced by the Custodian’s receipt of a request for release in the form
set forth in the Custodial Agreement, Buyer and Custodian shall promptly release the related Purchased Loan
File to Seller or its designee.

8. SALE, TRANSFER, HYPOTHECATION OR PLEDGE OF PURCHASED LOANS

(a) Title to all Purchased Loans shall pass to Buyer on the applicable Purchase Date, and Buyer
shall have free and unrestricted use of all Purchased Loans, subject however, to the terms of this Agreement.
Nothing in this Agreement or any other Transaction Document shall preclude Buyer from engaging in repurchase
transactions with the Purchased Loans or otherwise selling, transferring, pledging, repledging, hypothecating, or
rehypothecating the Purchased Loans, but no such transaction shall relieve Buyer of its obligations to transfer
the Purchased Loans to Seller pursuant to Section 3 of this Agreement or of Buyer’s obligation to credit or pay
Income to, or apply Income to the obligations of, Seller pursuant to Section 5 hereof.
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(b) Nothing contained in this Agreement or any other Transaction Document shall obligate Buyer to
segregate any Purchased Loans delivered to Buyer by Seller. Notwithstanding anything to the contrary in this
Agreement or any other Transaction Document, no Purchased Loan shall remain in the custody of Seller or an
Affiliate of Seller.

9. TRANSACTION CONDITIONS PRECEDENT

(a) The obligation to consider each Request for Transaction/Increase in Purchase Price on any
Business Day is subject to the satisfaction of the following further conditions precedent, both immediately
prior to the entry into such Transaction or increase in Purchase Price and also after giving effect thereto and
to the intended use thereof:

(i) No Default. No Default or Event of Default shall have occurred and be
continuing,

(ii) Representations and Warranties. Both immediately prior to the entry into such Transaction or
increase in Purchase Price and also after giving effect thereto and to the intended use thereof, the
representations and warranties made by Seller in Section 10 hereof, and elsewhere in each of the
Transaction Documents (other than Exhibit I hereof), shall be true, correct and complete in all
material respects on and as of the date of the entry into such Transaction or increase in Purchase
Price with the same force and effect as if made on and as of such date (or, if any such
representation or warranty is expressly stated to have been made as of a specific date, as of such
specific date) and in Exhibit I hereof, shall be true, correct and complete in all material respects on
and as of the date of the entry into such Transaction or increase in Purchase Price with respect to
the related Purchased Loan with the same force and effect as if made on and as of such date (or,
if any such representation or warranty is expressly stated to have been made as of a specific
date, as of such specific date),

(iii) Request for Transaction/Increase in Purchase Price; Complete Submission. Buyer shall
have received a Request for Transaction/Increase in Purchase Price and a Complete Submission, and Seller
shall have pledged to deliver a complete Purchased Loan File with respect to any Purchased Loan identified on
such Request for Transaction/Increase in Purchase Price within three (3) Business Days of the related Purchase
Date or Funding Date; provided, that, if Buyer’s diligence review of the Purchased Loan File requires the delivery
of a mortgage file, document or instrument or the equivalent that Seller cannot deliver, or cause to be delivered,
to Custodian at the time they are required to be delivered, solely because of a delay caused by the public
recording office where such document or instrument has been delivered for recordation, the delivery
requirements set forth in this Agreement and the Custodial Agreement shall be deemed to have been satisfied as
to such non-delivered Purchased Loan File, document or instrument if a copy thereof (certified by Seller or
Closing Counsel to be a true and complete copy of the original thereof submitted for recording) is delivered to the
Custodian on or before the date on which such original is required to be delivered, and either the original of such
non-delivered document or instrument, or a photocopy thereof, with evidence of recording thereon, is delivered
to Custodian within ninety (90) days of the related Funding Date, and,
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provided, further, that Buyer may, but is not obligated to, consent to a later date for delivery of any part of the
Purchased Loan File in its sole discretion,

(iv) Servicing Agreements. With respect to any Purchased Loan identified on the Request for
Transaction/Increase in Purchase Price which is not serviced pursuant to a Servicing Agreement that has been
approved by Buyer previously, Seller shall have provided to Buyer a copy of the related Servicing Agreement,
certified as a true, correct and complete copy of the original, together with the Servicer Notice and Agreement,
fully executed by Seller and the Servicer,

(v) Funding Confirmation; Confirmation. Buyer shall have delivered to Seller (x) a Funding
Confirmation, dated the date of the requested Transaction, with a Purchased Loan Funding Confirmation
Schedule and an Exceptions to Representations and Warranties Schedule attached thereto and (y) a
Confirmation,

(vi) Due Diligence. Without limiting Buyer’s right to perform one or more supplemental Due
Diligence Reviews pursuant to Section 28 hereof, Buyer shall have completed its due diligence review of the
Purchased Loan Documents for each Purchased Loan and such other documents, records, agreements,
instruments, mortgaged properties or information relating to such Purchased Loan as Buyer in its sole discretion
deems appropriate to review and such review shall be satisfactory to Buyer in its sole discretion,

(vii) Title Escrow Letter, Closing Counsel Letter and Trust Receipt. Seller shall have delivered
(i) the Title Escrow Letter, if applicable, to the Custodian, with a copy to Buyer, and (ii) the Closing Counsel
Letter to Buyer. Buyer shall have received a Trust Receipt and an Irrevocable Direction Notice with respect to
the applicable Purchased Loan,

(viii) Fees and Expenses. Buyer shall have received all fees and expenses of counsel to Buyer
for which an invoice has been submitted as contemplated by Section 27 which amount, at Buyer’s option, may
be netted from the Purchase Price advanced under this Agreement,

(ix) Officer’s Certificate. Buyer shall have received a certificate of a Responsible Officer of
Seller, substantially in the form of Exhibit VII, (i) stating that, to the best of such Responsible Officer’s actual
knowledge, each of Seller, Servicer and Guarantor has observed or performed in all material respects all of its
covenants and other agreements, and satisfied every condition, contained in this Agreement and the related
documents to be observed, performed or satisfied by it and that such Responsible Officer has obtained no actual
knowledge of any Default or Event of Default except as specified in such certificate, (ii) on the Purchase Date for
a Purchased Loan only, certifying that each Purchased Loan File delivered by Seller represents a true and
correct copy of the documents contained therein, and that the applicable Purchased Loan Schedule and Closing
Data File, together with all other information contained therein prepared by Seller or its Affiliates and delivered by
Seller to Buyer immediately prior to the Purchase Date, is true and correct and conforms in all material respects
to the Summary Due Diligence Materials included in the Complete Submission and Preliminary Data File
previously provided to Buyer, and (iii) certifying as to the truth, accuracy and completeness of the
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representations and warranties made by Seller in Section 10 and in Exhibit I hereof (limited in the case of Exhibit
I to the applicable Purchased Loan for which the Transaction is being entered into),

(x) Maximum Transaction Amount. Each Request for Transaction/Increase in Purchase Price
shall be in an amount not more than the Maximum Transaction Amount,

(xi) Interest Rate Protection Agreements. Buyer shall have received fully-executed copies of
any Interest Rate Protection Agreements, if any, to the extent assignable, each certified as a true, correct and
complete copy of the original,

(xii) Additional Matters. All corporate and other proceedings, and all documents, instruments
and other legal matters in connection with the transactions contemplated by this Agreement and the other
Transaction Documents shall be reasonably satisfactory in form and substance to Buyer, and Buyer shall have
received such other documents in respect of any aspect or consequence of the transactions contemplated
hereby or thereby as it shall reasonably request, and

(xiii) No Material Adverse Effect or Market Disruption Event. There shall not have occurred one
or more events that, in the reasonable judgment of Buyer, constitutes a Material Adverse Effect or Market
Disruption Event.

10. REPRESENTATIONS OF SELLER

Seller represents and warrants to Buyer that throughout the term of this Agreement and as long as any
Transaction funded by Buyer to Seller pursuant to this Agreement is outstanding:

(a) Financial Condition.

(i) The financial statements of Guarantor furnished to Buyer are complete and correct and
present fairly, in accordance with GAAP, the financial condition of Guarantor as of the
date(s) thereof and the results of operations of Guarantor for the period(s) covered thereby,

(ii) Such financial statements, including the related schedules and notes thereto, have been
prepared in accordance with GAAP applied consistently throughout the periods involved,

(iii) Guarantor did not have, as of the date(s) of such financial statements, any material
Guarantee Obligation, known contingent liability or liability for taxes for which adequate reserves have not been
established, or any long-term lease or unusual forward or long-term commitment, including, without limitation,
any interest rate or foreign currency swap or exchange transaction, or other financial derivative, which is not
reflected in the foregoing statements or in the notes thereto, to the extent required by GAAP,
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(iv) From and after the date of the financial statements referred to in Section 10(a) there has
been no development or event nor any prospective development or event which has had a Material Adverse
Effect,

(b) Existence; Compliance with Law; Ownership of Seller. Seller (a) is an entity duly
organized, validly existing and in good standing under the laws of its jurisdiction of organization, (b) (i) has all
requisite organizational power and authority, and (ii) has all governmental licenses, authorizations, consents and
approvals necessary, to own and operate its property and to carry on its business as now being or as proposed
to be conducted, except in the case of clause (ii) where the lack of such license, authorization, consent or
approval would not reasonably be expected to have a Material Adverse Effect, (c) is duly qualified to do business
and is in good standing under the laws of each jurisdiction in which the nature of the business conducted by it
makes such qualification necessary and where the failure to be so qualified would reasonably be expected to
have a Material Adverse Effect, and (d) is in compliance in all material respects with all Requirements of Law and
obligations under the Governing Documents. The organizational chart attached hereto as Schedule II (or
identified as an update thereto after the Effective Date and delivered to Buyer) is complete and accurate as of
the Effective Date and illustrates all Persons who have a direct ownership interest in Seller and Seller’s Sole
Member set forth on such schedule,

(c) Authorization; Enforceable Obligations.

(i) Seller has all requisite organizational power and authority, and the legal right, to make,
deliver and perform this Agreement and each other Transaction Document, and to enter into Transactions
hereunder, and has taken all necessary action to authorize the entry into Transactions on the terms and
conditions of this Agreement and each other Transaction Document to which it is a party, and the execution,
delivery and performance of this Agreement and each other Transaction Document,

(ii) No consent or authorization of, approval by, notice to, filing with or other act by or in
respect of, any Governmental Authority or any other Person is required or necessary in connection with the
Transactions hereunder or with the execution, delivery, performance, validity or enforceability of this Agreement
or any other Transaction Document, except (i) for filings and recordings in respect of the Transactions pursuant
to this Agreement, and (ii) as previously obtained and currently in full force and effect,

(iii) Each Transaction Document to which Seller is a party has been duly and validly executed
and delivered by Seller and constitutes, a legal, valid and binding obligation of Seller, enforceable against Seller
in accordance with their terms, except as enforceability may be limited by applicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affecting the enforcement of creditors’ rights generally and by general
equitable principles (whether enforcement is sought by proceedings in equity or at law),

(d) No Legal Bar. The execution, delivery and performance of this Agreement and the Transactions
hereunder and the use of the proceeds thereof will not violate any Requirement of Law, any provision of the
Governing Documents or Contractual Obligation of
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Seller and will not result in, or require, the creation or imposition of any Lien (other than the Liens created
hereunder) on any of its property or revenues pursuant to any such Requirement of Law or Contractual
Obligation,

(e) No Material Litigation. There are no actions, suits, arbitrations, investigations or proceedings of
or before any arbitrator or Governmental Authority pending or, to the actual knowledge of Seller, threatened
against Seller or against any of its properties or revenues which would reasonably be expected to have a
Material Adverse Effect,

(f) No Default. Seller is not in default under or with respect to any of its Contractual Obligations in any
respect which would reasonably be expected to have a Material Adverse Effect. No Event of Default has
occurred and is continuing,

(g) Collateral; Collateral Security.

(i) Seller has not assigned, pledged, or otherwise conveyed or encumbered any of the
Collateral to any Person other than Buyer, and immediately prior to the pledge of such
Collateral, Seller was the sole owner of its Collateral and had good and marketable title
thereto, free and clear of all Liens, in each case except for Liens that have been released
or are to be released simultaneously with the Liens granted in favor of Buyer hereunder;

(ii) The provisions of this Agreement are effective to create in favor of Buyer a valid security
interest in all right, title and interest of Seller in, to and under the Collateral;

(iii) Upon (i) receipt by Custodian of each Mortgage Note, endorsed in blank by a duly
authorized officer of Seller and (ii) the issuance by Custodian to Buyer of a Trust Receipt
therefor, Buyer shall have a fully perfected first priority security interest therein, in the
Purchased Loan evidenced thereby and in Seller’s interest in the related Mortgaged
Property;

(iv) Upon the filing of financing statements on Form UCC-1 naming Buyer as “Secured Party”
and Seller as “Debtor”, and describing the Collateral, in the office of the Secretary of State
for the State of Delaware, the security interests granted hereunder in the Collateral will
constitute fully perfected first priority security interests under the Uniform Commercial Code
of the State of Delaware in all right, title and interest of Seller in, to and under such
Collateral which can be perfected by filing under the Uniform Commercial Code of the State
of Delaware.

(h) Chief Executive Office. Seller’s chief executive office is located at c/o Ares Management LLC, One
North Wacker Drive, 48th Floor, Chicago, Illinois 60606, or such other location as may be notified to
Buyer. On the Effective Date, Seller’s jurisdiction of organization is Delaware,
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(i) Location of Books and Records. The location where Seller keeps its books and records,
including all computer tapes and records relating to the Collateral is its chief executive office or in another
location identified by Seller to Buyer in writing,

(j) No Burdensome Restrictions. No Requirement of Law to which Seller or its Affiliates is subject
or Contractual Obligation of Seller would reasonably be expected to have a Material Adverse Effect,

(k) Taxes. Seller has filed all Federal and state income tax returns and all other material tax returns
that are required to be filed by it (subject to the timely filing of any extension thereof) and has paid all taxes due
pursuant to such returns or pursuant to any assessment received by it, except for any such taxes or
assessments, if any, that are being appropriately contested in good faith by appropriate proceedings diligently
conducted and with respect to which adequate reserves in conformity with GAAP have been provided. No tax
Lien has been filed, and, to the actual knowledge of Seller, no claim is being asserted, with respect to any such
tax or assessment,

(l) Margin Regulations. No part of the proceeds of any Transactions will be used for “purchasing” or
“carrying” any “margin stock” within the respective meanings of each of the quoted terms under, or for any other
purpose which violates or would be inconsistent with the provisions of, Regulation G, T, U or X,

(m) Investment Company Act; Other Regulations. Seller is not required to register as an “investment
company”, or a company “controlled” by an “investment company”, within the meaning of the Investment
Company Act of 1940, as amended. Seller is not subject to regulation under any Federal or state statute or
regulation which limits its ability to incur Indebtedness, except in each case where such limitation would not be
reasonably likely to have a Material Adverse Effect,

(n) Assets. At the time transferred, each Purchased Loan initially included in the Collateral was an
Eligible Loan (except with respect to any condition waived in writing by Buyer; it being acknowledged that
Buyer shall be deemed to have waived compliance with any of the eligibility criteria or other representations
contained herein applicable to any Purchased Loan, to the extent such non-compliance with same was
disclosed as of the Funding Date for such Purchased Loan),

(o) No Prohibited Persons. Seller or any of its officers, directors, partners, members, Affiliates or
shareholders is not an entity or person: (i) that is listed in the Annex to, or is otherwise subject to the provisions
of Executive Order 13224 issued on September 24, 2001 (“EO13224”); (ii) whose name appears on the OFAC
List; (iii) who commits, threatens to commit or supports “terrorism”, as that term is defined in EO13224; or (iv)
who is otherwise affiliated with any entity or person listed above (any and all parties or persons described in
clauses (i) through (iv) above are herein referred to as a “Prohibited Person”),
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(p) Seller Solvent; Fraudulent Conveyance. As of the date hereof and immediately after giving effect
to each Transaction, Seller is Solvent. Seller is not transferring any Purchased Loan with any intent to hinder,
delay or defraud any of its creditors,

(q) ERISA. Seller is not an “employee benefit plan,” as defined in Section 3(3) of ERISA, subject to
Title I of ERISA, and none of the assets of Seller constitutes or will constitute “plan assets” of one or more such
plans within the meaning of 29 C.F.R. Section 2510.3-101,

(r) True and Complete Disclosure. The information, reports, financial statements, exhibits and
schedules prepared by Seller and furnished in writing by Seller to Buyer in connection with the negotiation,
preparation or delivery of this Agreement and the other Transaction Documents or included herein or therein or
delivered pursuant hereto or thereto, do not contain any untrue statement of material fact or omit to state any
material fact necessary to make the statements herein or therein not misleading. To the extent such information,
reports, financial statements, exhibits and schedules were prepared by third parties, to the actual knowledge of
Sellers, none of the aforementioned documents contain any untrue statement of material act nor do they omit to
state any material fact necessary to make the statements therein not misleading. All written information furnished
by Seller to Buyer in connection with this Agreement and the other Transaction Documents and the transactions
contemplated hereby and thereby are true, correct and accurate, in every material respect, or (in the case of
projections) based on reasonable estimates, on the date as of which such information is stated or certified. To the
actual knowledge of Seller, there is no fact that has not been disclosed herein, in the other Transaction
Documents or in a report, financial statement, exhibit, schedule, disclosure letter or other writing furnished to
Buyer for use in connection with the transactions contemplated hereby or thereby that would reasonably be
expected to have a Material Adverse Effect.

(s) True Sales. Any Purchased Loan originated by an originator other than Seller has been conveyed
to Seller pursuant to a true and legal sale.

11. INTENTIONALLY OMITTED

12. COVENANTS OF SELLER

Seller covenants and agrees with Buyer that, so long as any Transaction is outstanding and until payment in full of the
Repurchase Price:

(a) Financial Statements. Seller shall cause Guarantor to deliver to Buyer:

(i) as soon as available and in any event within sixty (60) days after the end of each of the first
three quarterly fiscal periods of each fiscal year of Guarantor, the balance sheet of
Guarantor as at the end of such period and the related unaudited statements of income and
of cash flows for Guarantor for such period and the portion of the fiscal year through the end
of such period, if applicable, setting forth in each case the figures for the previous year,
accompanied by a certificate of a Responsible Officer of Guarantor, which certificate shall
state that said financial statements fairly present the financial condition and results of
operations of Guarantor in
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accordance with GAAP, consistently applied, as at the end of, and for, such period (subject
to normal year-end adjustments);

(ii) as soon as available and in any event within one hundred twenty (120) days after the end of
each fiscal year of Guarantor, the audited balance sheets of Guarantor as at the end of
such fiscal year and the related statements of income and retained earnings and of cash
flows for Guarantor for such year, if applicable, setting forth in each case the figures for the
previous year, prepared in accordance with GAAP, and certified by an independent certified
public accountant of recognized national standing, without qualification as to scope of audit
or going concern;

(iii) on or before one hundred and twenty (120) days after the end of each fiscal year of Seller,
Seller shall provide Buyer with a certificate certifying that, as of the date thereof, there does
or does not exist any Default or Event of Default or, if any Default or Event of Default exists
specifying the nature thereof; and

(iv) promptly and in any event within five (5) Business Days following request therefor by Buyer
directed to the persons to whom notice is to be given pursuant to Section 17, from time to
time such other information regarding the financial condition, operations, or business of
Seller as Buyer may reasonably request (and provided same is in Seller’s possession or
available to Seller).

(b) Litigation. Seller will promptly, and in any event within 10 days after service of process on
any of the following, give to Buyer notice of all litigation, actions, suits, arbitrations, investigations (including,
without limitation, any of the foregoing which are pending or threatened) or other legal or arbitrable proceedings
affecting Seller or affecting any of Seller’s Property before any Governmental Authority that (i) questions or
challenges the validity or enforceability of any of the Transaction Documents or any action to be taken in
connection with the transactions contemplated hereby, (ii) makes a claim or claims in an aggregate amount
greater than $100,000, or (iii) which, individually or in the aggregate, if adversely determined, could be
reasonably likely to have a Material Adverse Effect.

(c) Existence, Etc. Seller will:

(i) preserve and maintain its legal existence and all of its material rights, material privileges,
material licenses and material franchises;

(ii) preserve and maintain all of its material rights, privileges, licenses and franchises
necessary to operate its business and perform its obligations hereunder;

(iii) comply with the requirements of all applicable laws, rules, regulations and orders of
Governmental Authorities (including, without limitation, all environmental laws, all laws with
respect to unfair and deceptive lending
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practices and predatory lending practices) if failure to comply with such requirements would
be reasonably likely (either individually or in the aggregate) to have a Material Adverse
Effect;

(iv) keep adequate records and books of account, in which complete entries will be made in
accordance with GAAP consistently applied;

(v) not move its chief executive office from the address referred to in Section 10(h) or
change its jurisdiction of organization from the jurisdiction referred to in Section 10(h)
unless it shall have provided Buyer thirty (30) days’ prior written notice of such change;

(vi) pay and discharge all taxes, assessments and governmental charges or levies imposed on it
or on its income or profits or on any of its Property prior to the date on which penalties attach
thereto, except for any such tax, assessment, charge or levy the payment of which is being
contested in good faith and by proper proceedings and against which adequate reserves are
being maintained in conformance with GAAP; and

(vii) permit representatives of Buyer, during normal business hours, on three (3) Business Days’ prior
notice to examine, copy and make extracts from its books and records, to inspect any of its
Properties, and to discuss its business and affairs with its officers, all to the extent reasonably
requested by Buyer.

(d) Prohibition of Fundamental Changes. Seller shall not enter into any transaction of merger
or consolidation or amalgamation, or liquidate, wind up or dissolve itself (or suffer any liquidation, winding up or
dissolution) or sell all or substantially all of its assets.

(e) Notices. Seller shall give notice to Buyer promptly, and in any event within two (2)
Business Days following receipt of notice or actual knowledge of any of the following:

(i) the occurrence of any Event of Default;

(ii) upon service of process on Seller, or any agent thereof for service of process, in respect of
any legal or arbitrable proceedings affecting Seller (a) that questions or challenges the
validity or enforceability of any of the Transaction Documents or (b) which, if determined
adversely to Seller would give rise to a liability of Seller of $100,000 or more;

(iii) upon Seller becoming aware of any Purchased Loan Event of Default under the
Purchased Loan Documents for any Purchased Loan and any event or change in
circumstances which has or would reasonably be expected to have a Material Adverse
Effect;

(iv) upon Seller becoming aware that the Mortgaged Property in respect of any Purchased Loan
has been damaged by waste, fire, earthquake or earth
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movement, windstorm, flood, tornado or other casualty, or otherwise damaged, in any case
so as to materially and adversely affect the value of such Purchased Loan;

(v) upon Seller’s becoming aware of any Principal Prepayment of any Purchased Loan,
and in any event within two (2) Business Days after receipt thereof;

(vi) of entry of a judgment or decree resulting in a liability to Seller in an amount in excess of
$100,000.

Each notice pursuant to this Section shall be accompanied by a statement setting forth details of the occurrence
referred to therein and stating what action Seller has taken or proposes to take with respect thereto.

(f) Special Purpose Entity. Seller shall at all times be a Special Purpose Bankruptcy Remote
Entity.

(g) Transactions with Affiliates. Seller will not enter into any transaction, including without
limitation any purchase, sale, loan, lease, exchange of property, or the rendering of any service, with any
Affiliate unless such transaction is (a) otherwise permitted under this Agreement, (b) in the ordinary course of
Seller’s business and (c) upon fair and reasonable terms no less favorable to Seller than it would obtain in a
comparable arm’s length transaction with a Person which is not an Affiliate, or make a payment that is not
otherwise permitted by this Section 12(g) to any Affiliate. Notwithstanding the foregoing, Buyer hereby approves
and authorizes the Management Agreement and that certain Interim Servicing Agreement  by and among Buyer,
Seller and ARES Commercial Real Estate Services LLC dated as of December 11, 2011 (the “Servicing
Agreement”).

(h) Limitation on Sale or Other Disposition of Collateral. Seller will not transfer, assign, sell or
otherwise dispose of any Collateral other than in connection with obtaining a release of a Purchased Loan
transferred hereunder in accordance with Section 3(d) hereof.

(i) Limitation on Liens on Collateral. Seller will not, nor will it permit or allow any other Person,
to create, incur or permit to exist any Lien on the Collateral, except for Liens on the Collateral created hereunder.
Seller will defend the Collateral against, and will take such other action as is necessary to remove any Lien on or
to the Collateral, other than Liens created under this Agreement, and Seller will defend the right, title and interest
of Buyer in and to any of the Collateral against the claims and demands of all Persons whomsoever, other than
Persons claiming through Buyer.

(j) Limitations on Modifications, Waivers and Extensions of Asset Documents. Seller will not,
nor will it permit or allow others to, enter into or permit a Significant Purchased Loan Modification to occur,
without Buyer’s prior written consent, which consent shall not be unreasonably withheld or delayed.
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(k) Limitation on Distributions. After the occurrence and during the continuation of any Event
of Default, Seller shall not declare any dividends upon any shares of Seller’s stock now or hereafter outstanding,
except dividends payable in the Capital Stock of Seller, nor shall Seller set apart assets for, a sinking or other
analogous fund for the purchase, redemption, defeasance, retirement or other acquisition of any equity or
partnership interest of Seller, whether now or hereafter outstanding, or make any other distribution in respect of
any of the foregoing or to any shareholder or equity owner of Seller, either directly or indirectly, whether in cash
or property or in obligations of Seller. Notwithstanding the foregoing, Seller shall at all times be entitled to pay
any dividends or distributions necessary to maintain the status of the Guarantor as a real estate investment trust.

(l) Servicer; Servicing File. Seller shall provide to Buyer no later than the tenth (10th) Business
Day of each month a report, in a form acceptable to Buyer (such report, a “Mortgage Asset Report”), containing
(i) copies of all financial statements, operating statements, rent rolls, budgets and material notices received by
Seller from any Mortgagor, any property manager or other party pursuant to the terms of any of the Purchased
Loan Documents for any Purchased Loan relating to such Mortgagor, any guarantor with respect to such
Purchased Loan or any Mortgaged Property (and Seller hereby covenants and agrees to use reasonable efforts
to cause each Mortgagor to comply in all material respects with the financial reporting requirements of their
respective Purchased Loan Documents), (ii) an updated Closing Data File on a loan-by-loan basis and in the
aggregate, with respect to any Purchased Loan serviced hereunder by Seller or any Servicer, and (iii) reporting
on any material damage to any Mortgaged Property by waste, fire, earthquake or earth movement, windstorm,
hurricane, flood, tornado or other casualty, or otherwise so as to affect adversely the collateral value of such
transferred Purchased Loan. Seller shall not cause or permit the Purchased Loan to be serviced or sub-serviced
by any Servicer other than a Servicer expressly approved in writing by Buyer.

(m) ERISA.    Seller shall not establish any employee benefit plans or other plans pursuant to
ERISA, the Code or any other Federal or State Law.

(n) Prohibited Persons. Seller covenants and agrees that neither Seller nor any of its Affiliates,
officers, directors, partners or members will knowingly: (i) conduct any business, nor engage in any transaction or
dealing, with any Prohibited Person, including, but not limited to, the making or receiving of any contribution of
funds, goods, or services, to or for the benefit of a Prohibited Person; or (ii) engage in or conspire to engage in
any transaction that evades or avoids, or has the purpose of evading or avoiding, or attempts to violate, any of
the prohibitions set forth in EO13224. Seller further covenants and agrees to deliver (from time to time) to Buyer
any such certification or other evidence as may be requested by Buyer in its sole and absolute discretion,
confirming that: (i) neither Seller nor any of its officers, directors, partners, members or Affiliates is a Prohibited
Person; and (ii) neither Seller nor its officers, directors, partners, members or Affiliates has to its knowledge
engaged in any business, transaction or dealings with a Prohibited Person, including, but not limited to, the
making or receiving of any contribution of funds, goods, or services, to or for the benefit of a Prohibited Person.

13. SINGLE-PURPOSE ENTITY
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Seller is a Special Purpose Bankruptcy Remote Entity. A “Special Purpose Bankruptcy Remote Entity”
means a corporation, limited partnership or limited liability company which at all times since its formation and at all
times thereafter:

(a) was and will be organized solely for the purpose of engaging in (a) the origination, purchase,
ownership, servicing, sale and securitization, directly or indirectly, of one or more Purchased
Loans to be transferred hereunder and (b) any and all activities necessary, convenient or
incidental to the foregoing;

(b) has not engaged and will not engage in any business unrelated to the purposes enumerated in
paragraph 13(a) herein;

(c) has not had and will not have any assets other than one or more Purchased Loans, cash, cash
equivalents and assets of a similar nature;

(d) has not engaged, sought or consented to and will not engage in, seek or consent to any dissolution,
winding up, liquidation, consolidation, merger, asset sale (except as expressly permitted by the
Transaction Documents), transfer of partnership or membership interests or the like, or material
amendment of its limited partnership agreement, articles of incorporation, articles of organization,
certificate of formation or operating agreement (as applicable) (except as expressly permitted by
the Transaction Documents);

(e) has an Independent Director whose affirmative vote is required for any Bankruptcy
Action;

(f) has not, and without the unanimous consent of all of its partners, directors or members, as
applicable, will not take any Bankruptcy Action;

(g) maintains and intends to maintain adequate capital in light of its contemplated business
operations, provided, however, in no event shall the foregoing require the Seller’s partners,
members or shareholders, as applicable, to make any additional capital contribution to Seller;

(h) has not failed and will not fail to correct any known misunderstanding regarding the separate
identity of such entity;

(i) has maintained and will maintain its accounts (other than the Servicer’s Account), books and records
separate from any other Person and will file its own tax returns, except as expressly required under
the Transaction Documents and except to the extent such entity is treated as a “disregarded entity”
for tax purposes;

(j) has maintained and will maintain its books, records, resolutions and agreements as official
records;

(k) has not commingled and will not commingle its funds or assets with those of any other Person,
except as expressly required under the Transaction Documents;
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(l) has held and will hold its assets in its own name;

(m) has conducted and will conduct its business in its name only, and has not and will not use any trade
name, except as expressly disclosed to Buyer in writing;

(n) has maintained and will maintain its financial statements, accounting records and other entity
documents separate from any other Person, provided that any Seller may be included in a
consolidated financial statement of an Affiliate provided that such Seller’s separate legal existence
and assets and liabilities are adequately disclosed therein;

(o) has paid and will pay its own liabilities, including the salaries of its own employees, out of
its own funds and assets;

(p) has observed and will observe all partnership, corporate or limited liability company
formalities, as applicable;

(q) has maintained and will maintain an arm’s-length relationship with its Affiliates, except for
contractual arrangements approved by Buyer or contemplated by this Agreement (including,
without limitation, the Management Agreement);

(r) has and will have no Indebtedness other than unsecured trade payables in the ordinary course of
business which (1) do not exceed, at any time, $10,000 in the aggregate and (2) are paid within
forty-five (45) days of the date incurred;

(s) has not and will not assume or guarantee or become obligated for any Guarantee Obligation;

(t) has not and will not acquire obligations or securities of its partners, members or shareholders,
except as otherwise expressly required pursuant to the Transaction Documents;

(u) has allocated and will allocate fairly and reasonably shared expenses, if any, including shared
office space (if any);

(v) if such entity shares any employees with other Persons, the salaries of and the expenses related
to providing benefits to such employees have been fairly and non-arbitrarily allocated among such
Persons, with the result that each such Person bears its fair share of the salary and benefit costs
associated with all such common employees;

(w) except in connection with the Transactions hereunder, has not pledged and will not pledge its
assets for the benefit of any other Person;

(x) has held itself out and identified itself and will hold itself out and identify itself as a separate and
distinct entity under its own name and not as a division or part of any other Person;
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(y) has maintained and will maintain its assets in such a manner that it will not be costly or difficult to
segregate, ascertain or identify its individual assets from those of any other Person;

(z) has not made and will not make loans to any Person, except for any Purchased Loan now or
hereafter transferred hereunder;

(aa)    has not identified and will not identify its partners, members or shareholders, or any Affiliate of any
of them, as a division or part of it;

(bb)        has not entered into or been a party to, and will not enter into or be a party to, any transaction
with its partners, members, shareholders or Affiliates except in the ordinary course of its business
and on terms which are no less favorable to it than would be obtained in a comparable arm’s-length
transaction with an unrelated third party; and

(cc)    will consider the interests of its creditors in connection with all corporate, partnership or
limited liability company actions, as applicable.

14. EVENTS OF DEFAULT; REMEDIES

(a) Each of the following events shall constitute an event of default (an “Event of Default”)
hereunder:

(i) Seller shall default in the payment of any outstanding Purchase Price or Price Differential
when due (whether upon acceleration, at mandatory prepayment, or otherwise), and in the
case of a default with respect to the payment of Price Differential, such default shall remain
unremedied for two (2) Business Days; or

(ii) Seller shall default in the payment of any other amount payable by it hereunder or under
any other Transaction Document after notification by Buyer of such default, and such
default shall have continued unremedied for five (5) Business Days; or

(iii) If (A) any representation, warranty or statement contained in this Agreement or any of the
Transaction Documents or in any affidavit or other instrument executed or delivered
pursuant to the Transaction Documents or with respect to the Transactions (other than
breaches of the representations or warranties in Exhibit I to this Agreement made without
knowledge of the Seller that they were materially false or misleading at the time made) is
determined by Buyer to be false or misleading in any material respect as of the date hereof
or thereof or shall become so at any time prior to the repayment in full of the Transactions
and such false or misleading statement continues unremedied for ten (10) Business Days
after the earlier of receipt of notice thereof from Buyer or the discovery of such false or
misleading statement by Seller, or (B) any material
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representation, warranty or statement contained in Exhibit I to this Agreement is determined
by Buyer to be false or misleading in any material respect with respect to a Purchased Loan
and such representation, warranty or statement was made by the Seller with knowledge of
the Seller that it was materially false or misleading at the time made; or

(iv) Seller shall fail to comply with the requirements of Section 12(c)(i), Section 12(d), Sections
12(e)(i), (iii) or (iv), Section 12(g), Section 12(k), or Section 12(m) hereof; or Seller shall fail
to observe or perform any other covenant or agreement contained in this Agreement or any
other Transaction Document and such failure to observe or perform shall continue
unremedied for a period of ten (10) Business Days following the earlier of notice or actual
knowledge of such failure;

(v) Either of the following shall occur:

(A) the commencement of any enforcement action (including, but not limited to, the giving
of a notice of acceleration) by an obligee against Seller or Guarantor with respect to
any Indebtedness, Guarantee Obligation and/or Contractual Obligation, provided that
the aggregate amount of the Indebtedness, Guarantee Obligations and/or
Contractual Obligations in respect of which such enforcement action is commenced
(either individually or in the aggregate) is in excess of $500,000 with respect to
Seller, or
$5,000,000 with respect to Guarantor; or

(B) (x) Seller or Guarantor shall default in making any payment required to be made
under one or more agreements for borrowed money to which it is a party in an
aggregate amount in excess of
$500,000 with respect to Seller, or $15,000,000 with respect to Guarantor, and any
such failure is not cured within the applicable cure period, if any, provided for under
the related agreement, or (y) Seller or Guarantor shall default in making any payment
required to be made under one of more agreements for borrowed money to which it is
a party in an aggregate amount in excess of $500,000 with respect to Seller, or
$5,000,000 with respect to Guarantor and such default shall remain uncured for a
period of forty-five (45) days.

(vi) A default, after notice and beyond the expiration of applicable grace periods, shall have
occurred and be continuing under any other Transaction Document which has not been
waived by Buyer in writing; or

(vii) a final judgment or judgments for the payment of money shall be rendered against Seller in
excess of $250,000 or shall be rendered against Guarantor
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in excess of $5,000,000 by one or more courts, administrative tribunals or other bodies
having jurisdiction and the same shall not be satisfied, discharged (or provision shall not be
made for such discharge) or bonded, or a stay of execution thereof shall not be procured,
within 30 days from the date of entry thereof, and Seller or Guarantor shall not, within said
period of 30 days, or such longer period during which execution of the same shall have been
stayed or bonded, appeal therefrom and cause the execution thereof to be stayed during
such appeal; or

(viii) Seller or Guarantor shall admit in writing its inability to pay its debts as such debts become
due; or

(ix) Seller or Guarantor shall (i) apply for or consent to the appointment of, or the taking of
possession by, a receiver, custodian, trustee, examiner or liquidator or the like of itself or of
all or a substantial part of its property, (ii) make a general assignment for the benefit of its
creditors, (iii) commence a voluntary case under the Bankruptcy Code, (iv) file a petition
seeking to take advantage of any other law relating to bankruptcy, insolvency,
reorganization, liquidation, dissolution, arrangement or winding-up, or composition or
readjustment of debts, (v) fail to controvert in a timely and appropriate manner, or acquiesce
in writing to, any petition filed against it in an involuntary case under the Bankruptcy Code
or (vi) take any corporate or other action for the purpose of effecting any of the foregoing; or

(x) a proceeding or case shall be commenced, without the application or consent of Seller or
Guarantor, in any court of competent jurisdiction, seeking (i) its reorganization, liquidation,
dissolution, arrangement or winding-up, or the composition or readjustment of its debts, (ii)
the appointment of, or the taking of possession by, a receiver, custodian, trustee, examiner,
liquidator or the like of Seller or Guarantor or of all or any substantial part of its property, or
(iii) similar relief in respect of Seller or Guarantor under any law relating to bankruptcy,
insolvency, reorganization, liquidation, dissolution, arrangement or winding-up, or
composition or adjustment of debts, and such proceeding or case shall continue
undismissed, or an order, judgment or decree approving or ordering any of the foregoing
shall be entered and continue unstayed and in effect, for a period of sixty (60) or more days;
or an order for relief against Seller or Guarantor shall be entered in an involuntary case
under the Bankruptcy Code; or

(xi) the Custodial Agreement (but not if terminated in accordance with its terms), the
Guaranty or any other Transaction Document shall for whatever reason be terminated
or cease to be in full force and effect, or the enforceability thereof shall be contested by
Seller or Guarantor; or
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(xii) Seller shall grant, or suffer to exist, any Lien on any Collateral except the Liens
contemplated hereby, or the Liens contemplated hereby shall cease to be first priority
perfected Liens on the Collateral in favor of Buyer or shall be Liens in favor of any Person
other than Buyer; or

(xiii) a Change of Control shall have occurred.

(b) If an Event of Default shall occur and be continuing, the following rights and remedies shall
be available to Buyer:

(i) At the option of Buyer, exercised by written notice to Seller (which option shall be deemed to
have been exercised, even if no notice is given, immediately upon the occurrence of the
events described in Section 13(a)(ix) or (x)), the Repurchase Date for each Transaction
hereunder shall, if it has not already occurred, be deemed immediately to occur (the date on
which such option is exercised or deemed to have been exercised being referred to
hereinafter as the “Accelerated Repurchase Date”).

(ii) If Buyer exercises or is deemed to have exercised the option referred to in Section 14(b)(i) of
this Agreement:

(A) Seller’s obligations hereunder to repurchase all Purchased Loans shall become
immediately due and payable on and as of the Accelerated Repurchase Date; and

(B) to the extent permitted by applicable law, the Repurchase Price with respect to each
Transaction (determined as of the Accelerated Repurchase Date) shall be increased
by the aggregate amount obtained by daily application of, on a 360 day per year basis
for the actual number of days during the period from and including the Accelerated
Repurchase Date to but excluding the date of payment of the Repurchase Price (as
so increased), (x) the Post-Default Rate for such Transaction multiplied by (y) the
outstanding Repurchase Price for such Transaction (decreased by (I) any amounts
actually remitted to Buyer by the Controlled Account Bank or Seller from time to time
pursuant to Sections 4 or 5 of this Agreement and applied to such Repurchase Price,
and (II) any amounts applied to the Repurchase Price pursuant to Section 14(b)(iii) of
this Agreement); and

(C) the Custodian shall, upon the request of Buyer, deliver to Buyer all instruments,
certificates and other documents then held by the Custodian relating to the
Purchased Loans.

(iii) Buyer may exercise, in addition to all other rights and remedies granted to it in this
Agreement and in any other instrument or agreement securing, evidencing or relating to the
Secured Obligations, all rights and remedies
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of a secured party under the UCC. Without limiting the generality of the foregoing, Buyer
without demand of performance or other demand, presentment, protest, advertisement or
notice of any kind (except any notice required by law referred to below) to or upon Seller or
any other Person (each and all of which demands, presentments, protests, advertisements
and notices are hereby waived), may in such circumstances forthwith collect, receive,
appropriate and realize upon the Collateral, or any part thereof, and/or may forthwith sell (on
a servicing released basis, at Buyer’s option), lease, assign, give option or options to
purchase, or otherwise dispose of and deliver the Collateral or any part thereof (or contract
to do any of the foregoing), in one or more parcels or as an entirety at public or private sale
or sales, at any exchange, broker’s board or office of Buyer or elsewhere upon such terms
and conditions as it may deem advisable and at such prices as it may deem best, for cash or
on credit or for future delivery without assumption of any credit risk. Buyer shall have the
right upon any such public sale or sales, and, to the extent permitted by law, upon any such
private sale or sales, to purchase the whole or any part of the Collateral so sold, free of any
right or equity of redemption in Seller, which right or equity is hereby waived or released.
Buyer shall give Seller ten (10) days advance notice of any such sale, whether public or
private. Seller further agrees, at Buyer’s request, to assemble the Collateral and make it
available to Buyer at places which Buyer shall reasonably select, whether at Seller’s
premises or elsewhere. Buyer shall apply the net proceeds of any such collection, recovery,
receipt, appropriation, realization or sale, after deducting all reasonable costs and expenses
of every kind incurred therein or incidental to the care or safekeeping of any of the Collateral
or in any way relating to the Collateral or the rights of Buyer hereunder, including without
limitation reasonable attorneys’ fees and disbursements, to the payment in whole or in part
of the Secured Obligations, in such order as Buyer may elect, and only after such application
and after the payment by Buyer of any other amount required or permitted by any provision
of law, including without limitation Section 9-615 of the UCC, need Buyer account for the
surplus, if any, to Seller. To the extent permitted by applicable law, Seller waives all claims,
damages and demands it may acquire against Buyer arising out of the exercise by Buyer of
any of its rights hereunder during the continuance of an Event of Default, other than those
claims, damages and demands arising from the gross negligence or willful misconduct of
Buyer. If any notice of a proposed sale or other disposition of Collateral shall be required by
law, such notice shall be deemed reasonable and proper if given at least 10 days before
such sale or other disposition. Seller shall remain liable for any deficiency (plus accrued
interest thereon as contemplated pursuant to Section 5(b) hereof) if the proceeds of any sale
or other disposition of the Collateral are insufficient to pay the Secured
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Obligations and the reasonable fees and disbursements of any attorneys employed by Buyer
to collect such deficiency.

(iv) An Event of Default shall be deemed to be continuing unless expressly waived by Buyer in
writing. Upon the occurrence and during the continuance of one or more Events of Default
hereunder, Buyer’s obligation to make additional Loans to Seller shall automatically terminate
without further action by any Person.

(v) [Intentionally Omitted].

(vi) In addition to the remedies provided in Section 14(b)(iii) hereof and otherwise provided in this
Agreement, Buyer shall have the right to obtain physical possession of the Servicing
Records and all other files of Seller relating to the Collateral and all documents relating to
the Collateral which are then or may thereafter come in to the possession of Seller or any
third party acting for Seller and Seller shall deliver to Buyer such assignments as Buyer shall
request. Seller shall be responsible for paying any fees of any servicer resulting from the
termination of a servicer due to an Event of Default. Buyer shall have the right to demand
transfer of all servicing rights and obligations to a new servicer acceptable to Buyer. Buyer
shall be entitled to specific performance of all agreements of Seller contained in this
Agreement.

(vii) Buyer shall have the right to direct all Servicers then servicing any Purchased Loan to
remit all collections thereon to Buyer, and if any payments are received by Seller, Seller
shall not commingle the amounts received with other funds of Seller and shall promptly pay
them over to Buyer. Buyer shall also have the right to terminate any one or all of the
Servicers then servicing any Purchased Loan with or without cause.

(viii) Seller shall be liable to Buyer for (i) the amount of all reasonable legal or other expenses,
including, without limitation, all costs and expenses of Buyer in connection with the
enforcement of this Agreement or any other agreement evidencing a Loan, whether in
action, suit or litigation or bankruptcy, insolvency or other similar proceeding affecting
creditors’ rights generally, further including, without limitation, the reasonable fees and
expenses of counsel incurred in connection with or as a result of an Event of Default, (ii)
damages in an amount equal to the cost (including all fees, expenses and commissions) of
entering into or terminating hedge transactions in connection with or as a result of an Event
of Default, and (iii) any other loss, damage, cost or expense directly arising or resulting from
the occurrence of an Event of Default.

(ix) To the extent permitted by applicable law, Seller shall be liable to Buyer for interest on any
amounts owing by Seller hereunder, from the date
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Seller becomes liable for such amounts hereunder until such amounts are (i) paid in full by
Seller or (ii) satisfied in full by the exercise of Buyer’s rights hereunder. Interest on any sum
payable by Seller under this Section 14(b)(ix) shall be at a rate equal to the Post Default
Rate.

(x) Buyer shall have, in addition to its rights and remedies under the Transaction Documents, all
of the rights and remedies provided by applicable federal, state, foreign, and local laws
(including, without limitation, the rights and remedies of a secured party under the UCC of the
State of New York, to the extent that the UCC is applicable, and the right to offset any
mutual debt and claim), in equity, and under any other agreement between Buyer and
Seller. Without limiting the generality of the foregoing, Buyer shall be entitled to set off the
proceeds of the liquidation of the Purchased Loan against all of Seller’s obligations to Buyer,
only if such obligations are then due, without prejudice to Buyer’s right to recover any
deficiency.

(xi) Subject to the notice and grace periods set forth herein, each party to this Agreement may
exercise any or all of the remedies available to such party immediately upon the occurrence
of an Event of Default and at any time during the continuance thereof without prior notice to
the other parties hereto. Except as expressly provided herein, all rights and remedies
arising under the Transaction Documents, as amended from time to time, are cumulative
and not exclusive of any other rights or remedies which each party to this Agreement may
have. No modification, amendment, extension, discharge, termination or waiver of any
provision of this Agreement or of any other Transaction Document, nor consent to any
departure by any party to this Agreement therefrom, shall in any event be effective unless
the same shall be in a writing signed by the party against whom enforcement is sought, and
then such waiver or consent shall be effective only in the specific instance, and for the
purpose, for which given. Except as otherwise expressly provided herein, no notice to, or
demand on any party to this Agreement, shall entitle such party to any other or future notice
or demand in the same, similar or other circumstances. Neither any failure nor any delay on
the part of any party to this Agreement in insisting upon strict performance of any term,
condition, covenant or agreement, or exercising any right, power, remedy or privilege
hereunder, or under any other Transaction Document shall operate as or constitute a waiver
thereof, nor shall a single or partial exercise thereof preclude any other future exercise, or
the exercise of any other right, power, remedy or privilege.

(xii) Buyer may enforce its rights and remedies hereunder without prior judicial process or
hearing, and Seller hereby expressly waives any defenses Seller might otherwise have to
require Buyer to enforce its rights by judicial process. Seller also waives any defense Seller
might otherwise have
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arising from the use of non-judicial process, disposition of any or all of the Purchased Loans,
or from any other election of remedies. Seller recognizes that non-judicial remedies are
consistent with the usages of the trade, are responsive to commercial necessity and are the
result of a bargain at arm’s length.

(xiii) Upon the occurrence of an Event of Default, Buyer shall without regard to the adequacy of
the security for the Transactions, be entitled to the appointment of a receiver by any court
having jurisdiction, without notice, to take possession of and protect, collect, manage,
liquidate, and sell the Purchased Loans or any portion thereof, collect the payments due
with respect to the Purchased Loans or any portion thereof, and do anything that Buyer is
authorized hereunder to do. Seller shall pay all reasonable costs and expenses incurred by
Buyer in connection with the appointment and activities of such receiver.

(xiv) The powers conferred on Buyer hereunder are solely to protect Buyer’s interests in the
Collateral and shall not impose any duty upon it to exercise any such powers. Buyer shall be
accountable only for amounts that it actually receives as a result of the exercise of such
powers, and neither it nor any of its officers, directors, employees or agents shall be
responsible to Seller for any act or failure to act hereunder, except for its or their own gross
negligence or willful misconduct.

(xv) Upon the designation of any Accelerated Repurchase Date, Buyer may, without prior notice
to Seller, set off any sum or obligation (whether or not arising under this Agreement, whether
matured or unmatured, whether or not contingent and irrespective of the currency, place of
payment or booking office of the sum or obligation) owed by Seller to Buyer or any Affiliate
of Buyer against any sum or obligation (whether or not arising under this Agreement,
whether matured or unmatured, whether or not contingent and irrespective of the currency,
place of payment or booking office of the sum or obligation) owed by Buyer or any Affiliate of
Buyer to Seller. Buyer will give written notice to the other party of any set off effected under
this Section 14(b)(xv). If a sum or obligation is unascertained, Buyer may in good faith
estimate that obligation and set-off in respect of the estimate, subject to the relevant party
accounting to the other when the obligation is ascertained. Nothing in this Section 14(b)(xv)
shall be effective to create a charge or other security interest. This Section 14(b)(xv) shall be
without prejudice and in addition to any right of set-off, combination of accounts, lien or other
rights to which any party is at any time otherwise entitled (whether by operation of law,
contract or otherwise).

15. SINGLE AGREEMENT
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Buyer and Seller acknowledge that, and have entered hereinto and will enter into each Transaction hereunder in
consideration of and in reliance upon the fact that, all Transactions hereunder constitute a single business and
contractual relationship and have been made in consideration of each other. Accordingly, each of Buyer and Seller
agrees (i) to perform all of its obligations in respect of each Transaction hereunder, and that a default in the
performance of any such obligations shall constitute a default by it in respect of all Transactions hereunder, (ii) that
each of them shall be entitled to set off claims and apply property held by them in respect of any Transaction against
obligations owing to them in respect of any other Transactions hereunder and (iii) that payments, deliveries and other
transfers made by either of them in respect of any Transaction shall be deemed to have been made in consideration of
payments, deliveries and other transfers in respect of any other Transactions hereunder, and the obligations to make
any such payments, deliveries and other transfers may be applied against each other and netted.

16. RECORDING OF COMMUNICATIONS

EACH OF BUYER AND SELLER SHALL HAVE THE RIGHT (BUT NOT THE OBLIGATION) FROM
TIME TO TIME TO MAKE OR CAUSE TO BE MADE TAPE RECORDINGS OF COMMUNICATIONS
BETWEEN ITS EMPLOYEES, IF ANY, AND THOSE OF THE OTHER PARTY WITH RESPECT TO
TRANSACTIONS; PROVIDED, HOWEVER, THAT SUCH RIGHT TO RECORD COMMUNICATIONS SHALL
BE LIMITED TO COMMUNICATIONS OF EMPLOYEES TAKING PLACE ON THE TRADING FLOOR OF THE
APPLICABLE PARTY. EACH OF BUYER AND SELLER HEREBY CONSENTS TO THE ADMISSIBILITY OF
SUCH TAPE RECORDINGS IN ANY COURT, ARBITRATION, OR OTHER PROCEEDINGS, IF AND TO THE
EXTENT CONSISTENT WITH APPLICABLE LAW AND THE RULES OF COURT AND EVIDENCE.

17. NOTICES AND OTHER COMMUNICATIONS

Except as otherwise expressly permitted by this Agreement, all notices, requests and other
communications provided for herein (including without limitation any modifications of, or waivers, requests or
consents under, this Agreement) shall be given or made in writing  (including without limitation by telecopy)
delivered to the intended recipient at the “Address for Notices” specified below its name on the signature pages
hereof); or, as to any party, at such other address as shall be designated by  such party in a written notice to each
other party. Except as otherwise provided in this Agreement and except for notices given under Sections 3(f), (g),
(i), (k), 4, and 5 (which shall be effective only on receipt), all such communications shall be deemed to have been
duly given when transmitted by telecopy before 5:30 p.m. recipient local time on a Business Day, and otherwise
on the next succeeding Business Day, or personally delivered or, in the case of a mailed notice, upon receipt, in
each case given or addressed as aforesaid.

18. ENTIRE AGREEMENT; SEVERABILITY

This Agreement shall supersede any existing agreements between the parties containing general terms
and conditions for repurchase transactions. Each provision and agreement herein shall be treated as separate
and independent from any other provision or agreement herein and

4878-0667-3646v.26 68



shall be enforceable notwithstanding the unenforceability of any such other provision or agreement.

19. ASSIGNMENTS; PARTICIPATIONS AND REGISTERED FORM

(a) Seller may assign any of its rights or obligations hereunder only with the prior written consent of
Buyer in its sole discretion. Buyer may assign or transfer all or any of its rights or obligations under this
Agreement and the other Transaction Documents to any Eligible Assignee; provided, that, so long as an Event
of Default has not occurred and is not continuing, following any such assignment or transfer, the initial Buyer
shall remain as the sole party which Seller shall be required to interact with as the agent for the Transactions
(irrespective of whether such Buyer retains any ownership interest in the Transactions). Subject to Section 19(a)
(i)(A), Buyer may furnish any information concerning Seller in the possession of Buyer from time to time to
assignees (including prospective assignees), without any representation or recourse except as expressly
provided in this Agreement. Such assignee or transferee shall provide to Seller or any agent thereof the
appropriate forms, certificates and statements described in Section 31 of this Agreement.

(i) All information regarding the terms set forth in any of the Transaction Documents or the
Purchased Loans shall be kept confidential and shall not be disclosed by Buyer or Buyer’s
assignee to any Person (including prospective assignees) except (a) to the Affiliates of
Buyer or its assignee or the respective directors, officers, employees, agents, advisors and
other representatives of either who are informed of the confidential nature of such
information and instructed to keep it confidential, (b) to the extent requested by any
regulatory authority or required by Requirements of Law,
(c) to the extent required to be included in the financial statements of Buyer, Buyer’s
assignee or an Affiliate thereof, (d) to the extent required to exercise any rights or remedies
under the Transaction Documents or Mortgaged Properties, (e) to the extent required to
consummate and administer a Purchased Loan, or (f) to any actual or prospective Eligible
Assignee that agrees to comply with Section 19(a)(i).

(ii)  Seller agrees to maintain the confidentiality of any information relating to a rate provided by
a reference bank (as described in the definition of LIBOR), except (a) to its directors,
officers, employees, advisors or affiliates on a confidential and need-to-know basis in
connection herewith, as consented to by the applicable reference bank or (c) as required by
any Requirement of Law, or as requested or required by an Governmental Authority or
regulatory authority or exchange (in which case Seller agrees to inform the applicable
reference bank promptly thereof prior to such disclosure).

(b) Buyer may, in accordance with applicable law, at any time sell to one or more other entities
(“Participants”) participating interests in any Transaction, its commitment to enter into Transactions, or any other
interest of Buyer hereunder and under the other Transaction
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Documents. In the event of any such sale by Buyer of participating interests to a Participant, Buyer’s obligations
under this Agreement to Seller shall remain unchanged, Buyer shall remain solely responsible for the
performance thereof, and Seller shall continue to deal solely and directly with Buyer in connection with Buyer’s
rights and obligations under this Agreement and the other Transaction Documents.

(c) Seller agrees to cooperate, at no expense to Seller, with Buyer in connection with any such
assignment and/or participation, to execute and deliver such replacement notes, and to enter into such
restatements of, and amendments, supplements and other modifications to, this Agreement and the other
Transaction Documents in order to give effect to such assignment and/or participation.

(d) Buyer, acting solely for this purpose as an agent of Seller, shall maintain at one of its offices in the
United States, a copy of each assignment and assumption delivered to it and a register for the recordation of the
names and addresses of Buyers, and the amounts (and stated interest) owing to, each Buyer pursuant to the
terms hereof from time to time. The entries in the register shall be conclusive absent manifest error, and Seller
and Buyer shall treat each person whose name is recorded in the register pursuant to the terms hereof as a
Buyer hereunder for all purposes of this Agreement. The register shall be available for inspection by Seller and
any Buyer at any reasonable time and from time to time upon reasonable prior notice.

(e) If Buyer sells a participation, it shall, acting solely for this purpose as an agent of Seller, maintain
a register on which it enters the name and address of each participant and the principal amounts (and stated
interest) of each participant’s interest herein or obligations under the Transaction Documents, provided that no
Buyer shall have any obligation to disclose all or any portion of the register (including the identity of any
participant or any information relating to a participant’s interest in any obligations under any Transaction
Document) to any person except to the extent that such disclosure is necessary to establish that such
commitment, loan, letter of credit or other obligation is in registered form under Section 5f.103-1(c) of the United
States Treasury Regulations. The entries in the register shall be conclusive absent manifest error, and Buyer
and Seller shall treat each person whose name is recorded in the register as the owner of such participation for
all purposes of this Agreement notwithstanding any notice to the contrary.

20. GOVERNING LAW

THIS AGREEMENT SHALL BE GOVERNED BY THE LAW OF THE STATE OF NEW YORK WITHOUT
REFERENCE TO CHOICE OF LAW DOCTRINE (BUT WITH REFERENCE TO SECTION 5-1401 OF THE
NEW YORK GENERAL OBLIGATIONS LAW, WHICH BY ITS TERMS APPLIES TO THIS AGREEMENT),
AND SHALL CONSTITUTE A SECURITY AGREEMENT WITHIN THE MEANING OF THE UCC.

21. NO WAIVERS, ETC.

No failure on the part of Buyer to exercise and no delay in exercising, and no course of dealing with
respect to, any right, power or privilege under any Transaction Document shall operate as a waiver thereof, nor
shall any single or partial exercise of any right, power or
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privilege under any Transaction Document preclude any other or further exercise thereof or the exercise of any
other right, power or privilege. The remedies provided herein are cumulative and not exclusive of any remedies
provided by law.

22. USE OF EMPLOYEE PLAN ASSETS

(a) If assets of an employee benefit plan subject to any provision of the Employee Retirement
Income Security Act of 1974 (“ERISA”) are intended to be used by either party hereto (the “Plan Party”) in a
Transaction, the Plan Party shall so notify the other party prior to the Transaction. The Plan Party shall
represent in writing to the other party that the Transaction does not constitute a prohibited transaction under
ERISA or is otherwise exempt therefrom, and the other party may proceed in reliance thereon but shall not be
required so to proceed.

(b) Subject to the last sentence of subparagraph (a) of this Section, any such Transaction shall
proceed only if Seller furnishes or has furnished to Buyer its most recent available unaudited statement of
its financial condition.

(c) By entering into a Transaction pursuant to this Section, Seller shall be deemed (i) to represent to Buyer
that since the date of Seller’s latest such financial statements, there has been no material adverse
change in Seller’s financial condition which Seller has not disclosed to Buyer, and (ii) to agree to provide
Buyer with future audited and unaudited statements of its financial condition as they are issued, so long
as it is a Seller in any outstanding Transaction involving a Plan Party.

23. INTENT

(a) The parties intend that: (i) each of this Agreement and the Guaranty with respect to each
Transaction constitutes a “repurchase agreement” as that term is defined in Section 101(47) of the Bankruptcy
Code (except to the extent the related Transaction has a duration that renders such term inapplicable) and a
“securities contract” as that term is defined in Section 741(7) of the Bankruptcy Code and that this Agreement
constitutes a “master netting agreement” as defined in Section 101(38A) of the Bankruptcy Code with respect to
the Transaction so constituting a “repurchase agreement” or “securities contract”, (ii) any transfers of the
Repurchase Price to or for the benefit of the Buyer under this Agreement are “margin payments” or “settlement
payments,” as defined in Section 741 of the Bankruptcy Code or are transfers in connection with a “securities
contract”, and (iii) the grant of a security interest set forth in Sections 6 and 29(b) hereof and the Guaranty, each
of which secures the rights of Buyer hereunder also constitutes a “repurchase agreement” as contemplated by
Section 101(47)(A)(v) of the Bankruptcy Code (except to the extent the related Transaction has a duration that
renders such term inapplicable) and a “securities contract” as contemplated by Section 741(7)(A)(xi) of the
Bankruptcy Code.

(b) The parties intend that each of Buyer and Seller is a “repo participant” as that term is defined
in Section 101(46) of the Bankruptcy Code and that the Buyer is a “financial institution” or financial
participant” as each term is defined in 108(22) and 101(22)(A) respectively.
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(c) The parties intend that each party (for so long as each is either a “financial institution,” “financial
participant,” repo participant, or “master netting participant” or other entity listed in Section 555, 559, 561,
362(b)(6), or 362(b)(7) of the Bankruptcy Code) shall be entitled to the “safe harbor” benefits and protections
afforded under the Bankruptcy Code with respect to a “repurchase agreement” and a “securities contract” and
a “master netting agreement,” including (x) the rights set forth in Sections 3 and 14 and in Section 555, 559,
and 561 of the Bankruptcy Code to liquidate the Purchased Loans and/or accelerate or terminate this
Agreement, and (y) the right to offset or net out termination payments, payment amounts or other transfer
obligations and otherwise exercise contractual rights as set forth in Sections 362(b)(6), 362(b)(7), 362(b)(27),
362(o), and 546 of the Bankruptcy Code.

(d) Each party hereto hereby further agrees that it shall not challenge the characterization of (i) this
Agreement as a “repurchase agreement” (except to the extent the related Transaction has a duration that
renders such term inapplicable), “securities contract” and/or “master netting agreement”, or (ii) each party as a
“repo participant” within the meaning of the Bankruptcy Code except insofar as, in the case of a “repurchase
agreement”, the term of the Transactions, would render such definition inapplicable.

(e) It is understood that either party’s right to accelerate or terminate this Agreement or to liquidate
assets delivered to it in connection with the Transactions hereunder or to exercise any other remedies based on
an ipso facto default is intended to be a contractual right to accelerate, terminate or liquidate this Agreement or
the Transactions as described in Sections 555 and 559 of the Bankruptcy Code. It is further understood and
agreed that the parties intend that either party’s right to cause the termination, liquidation, or acceleration of, or
to offset net termination values, payment amounts or other transfer obligations arising under or in connection
with, this Agreement or the Transactions hereunder based on an ipso facto default is a contractual right to cause
the termination, liquidation, or acceleration of, or to offset net termination values, payment amounts or other
transfer obligations arising under or in connection with, this Agreement as described in Section 561 of the
Bankruptcy Code.

(f) The parties agree and acknowledge that if a party hereto is an “insured depository institution,” as
such term is defined in the Federal Deposit Insurance Act, as amended (“FDIA”), then each of the Transactions
hereunder is a “qualified financial contract,” as that term is defined in FDIA and any rules, orders or policy
statements thereunder (except insofar as the type of assets subject to the Transactions would render such
definition inapplicable).

(g) It is understood that this Agreement constitutes a “netting contract” as defined in and subject to
Title IV of the Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”) and each payment
entitlement and payment obligation under the Transactions hereunder shall constitute a “covered contractual
payment entitlement” or “covered contractual payment obligation”, respectively, as defined in and subject to
FDICIA (except insofar as one or both of the parties is not a “financial institution” as that term is defined in
FDICIA).

(h) In light of the intent set forth above in this Section 23, Seller agrees that, from time to time upon
the written request of Buyer, Seller will cooperate in good faith with Buyer to execute and deliver any
supplements, modifications, addendums or other documents as may be
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necessary or desirable in order to cause this Agreement and the Transactions contemplated hereby to qualify
for, comply with the provisions of, or otherwise satisfy, maintain or preserve the criteria for safe harbor
treatment under the Bankruptcy Code for “repurchase agreements” (except to the extent the related Transaction
has a duration that renders such term inapplicable), “securities contracts” and “master netting agreements”; in
each case provided that Buyer has a reasonable basis for requiring the same, including, without limitation, as a
result of the adoption of or any change in any applicable law, statute or regulation or in the interpretation or
application thereof (provided, that any such request shall be on terms substantially consistent with, and no less
favorable in any material respect to Seller than, Buyer’s requirements for other, similarly situated parties for
whom Buyer has established comparable facilities). Buyer’s failure to request, or Buyer’s or Seller’s failure to
execute, such supplements, modifications, addendums or other documents does not in any way alter or
otherwise change the intention of the parties hereto that this Agreement and the Transactions hereunder
constitute “repurchase agreements” (except to the extent the related Transaction has a duration that renders
such term inapplicable), “securities contracts” and/or a “master netting agreement” as such terms are defined in
the Bankruptcy Code.

(i) Notwithstanding anything to the contrary in this Agreement, it is the intention of the parties that,
for U.S. Federal, state and local income and franchise tax purposes, the Transactions constitute a loan from
Buyer to Seller, and that Seller is and, so long as no Event of Default shall have occurred and be continuing, will
continue to be, treated as the owner of the Purchased Loans for such purposes. Unless prohibited by applicable
law, Seller and Buyer (and its assignees and participants, if any) shall treat the Transactions as described in the
preceding sentence for all U.S. Federal, state and local income and franchise tax purposes (including, without
limitations, on any and all filings with any U.S. Federal, state or local taxing authority).

24. DISCLOSURE RELATING TO CERTAIN FEDERAL PROTECTIONS

The parties acknowledge that they have been advised that:

(a) in the case of Transactions in which one of the parties is a broker or dealer registered with the
Securities and Exchange Commission (“SEC”) under Section 15 of the Securities Exchange Act of 1934
(“1934 Act”), the Securities Investor Protection Corporation has taken the position that the provisions of the
Securities Investor Protection Act of 1970 (“SIPA”) do not protect the other party with respect to any
Transaction hereunder;

(b) in the case of Transactions in which one of the parties is a government securities broker or a
government securities dealer registered with the SEC under Section 15C of the 1934 Act, SIPA will not provide
protection to the other party with respect to any Transaction hereunder; and

(c) in the case of Transactions in which one of the parties is a financial institution, funds held by the
financial institution pursuant to a Transaction hereunder are not a deposit and therefore are not insured by the
Federal Deposit Insurance Corporation or the National Credit Union Share Insurance Fund, as applicable.

25. CONSENT TO JURISDICTION; WAIVER OF JURY TRIAL
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(a) EACH PARTY HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY:

(i) SUBMITS FOR ITSELF AND ITS PROPERTY IN ANY LEGAL ACTION OR
PROCEEDING RELATING TO THIS AGREEMENT AND THE OTHER TRANSACTION
DOCUMENTS, OR FOR RECOGNITION AND ENFORCEMENT OF ANY JUDGMENT IN
RESPECT THEREOF, TO THE EXCLUSIVE GENERAL JURISDICTION OF ANY UNITED
STATES FEDERAL OR NEW YORK STATE COURT SITTING IN MANHATTAN, AND
APPELLATE COURTS FROM ANY THEREOF.

(ii) CONSENTS THAT ANY SUCH ACTION OR PROCEEDING MAY BE BROUGHT IN SUCH
COURTS AND, TO THE EXTENT PERMITTED BY LAW, WAIVES ANY OBJECTION
THAT IT MAY NOW OR HEREAFTER HAVE TO THE VENUE OF ANY SUCH ACTION
OR PROCEEDING IN ANY SUCH COURT OR THAT SUCH ACTION OR PROCEEDING
WAS BROUGHT IN AN INCONVENIENT COURT AND AGREES NOT TO PLEAD OR
CLAIM THE SAME.

(iii) AGREES THAT SERVICE OF PROCESS IN ANY SUCH ACTION OR PROCEEDING MAY
BE EFFECTED BY MAILING A COPY THEREOF BY REGISTERED OR CERTIFIED
MAIL (OR ANY SUBSTANTIALLY SIMILAR FORM OF MAIL), POSTAGE PREPAID, TO
ITS ADDRESS SET FORTH UNDER ITS SIGNATURE BELOW OR AT SUCH OTHER
ADDRESS OF WHICH BUYER SHALL HAVE BEEN NOTIFIED.

(iv) AGREES THAT NOTHING HEREIN SHALL AFFECT THE RIGHT TO EFFECT SERVICE
OF PROCESS IN ANY OTHER MANNER PERMITTED BY LAW OR SHALL LIMIT THE
RIGHT TO SUE IN ANY OTHER JURISDICTION.

(b) WAIVER OF JURY TRIAL. SELLER AND BUYER HEREBY IRREVOCABLY WAIVE, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT, ANY OTHER TRANSACTION DOCUMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY OR THEREBY.

(c) EACH PARTY HEREBY WAIVES ANY RIGHT TO CLAIM OR RECOVER FROM THE
OTHER PARTY OR ANY INDEMNIFIED PARTY ANY SPECIAL, EXEMPLARY, PUNITIVE, INDIRECT,
INCIDENTAL OR CONSEQUENTIAL DAMAGES OF ANY KIND OR NATURE WHATSOEVER OR ANY
DAMAGES OTHER THAN, OR IN ADDITION TO, ACTUAL DAMAGES,
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WHETHER THE LIKELIHOOD OF SUCH DAMAGES WAS KNOWN AND REGARDLESS OF THE FORM
OF THE CLAIM OF ACTION.

26. NO RELIANCE

Each of Buyer and Seller hereby acknowledges, represents and warrants to the other that, in connection
with the negotiation of, the entering into, and the performance under, the Transaction Documents and each
Transaction thereunder:

(a) It is not relying (for purposes of making any investment decision or otherwise) upon any
advice, counsel or representations (whether written or oral) of the other party to the Transaction Documents,
other than the representations expressly set forth in the Transaction Documents;

(b) It has consulted with its own legal, regulatory, tax, business, investment, financial and accounting
advisors to the extent that it has deemed necessary, and it has made its own investment, hedging and trading
decisions (including decisions regarding the suitability of any Transaction) based upon its own judgment and
upon any advice from such advisors as it has deemed necessary and not upon any view expressed by the other
party;

(c) It is a sophisticated and informed Person that has a full understanding of all the terms,
conditions and risks (economic and otherwise) of the Transaction Documents and each Transaction
thereunder and is capable of assuming and willing to assume (financially and otherwise) those risks;

(d) It is entering into the Transaction Documents and each Transaction thereunder for the purposes
of managing its borrowings or investments or hedging its underlying assets or liabilities and not for purposes of
speculation; and

(e) It is not acting as a fiduciary or financial, investment or commodity trading advisor for the other
party and has not given the other party (directly or indirectly through any other Person) any assurance, guaranty
or representation whatsoever as to the merits (either legal, regulatory, tax, business, investment, financial
accounting or otherwise) of the Transaction Documents or any Transaction thereunder.

27. INDEMNITY

(a) Seller agrees to hold Buyer, and its Affiliates and their officers, directors, employees, agents and
advisors (each an “Indemnified Party”) harmless from and indemnify any Indemnified Party against all liabilities,
losses, damages, judgments, costs and expenses of any kind which may be imposed on, incurred by or
assessed against such Indemnified Party (collectively, the “Costs”) relating to or arising out of this Agreement,
any other Transaction Document or any transaction contemplated hereby or thereby, or any amendment,
supplement or modification of, or any waiver or consent under or in respect of, this Agreement, any other
Transaction Document or any transaction contemplated hereby or thereby, that, in each case, results from
anything other than any Indemnified Party’s gross negligence or willful misconduct. In any suit, proceeding or
action brought by Buyer in connection with any Purchased Loan for
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any sum owing thereunder, or to enforce any provisions of any such Purchased Loan, Seller will save, indemnify
and hold Buyer harmless from and against all expense, loss or damage suffered by reason of any defense, set-
off, counterclaim, recoupment or reduction or liability whatsoever of the account debtor or obligor thereunder,
arising out of a breach by Seller of any obligation of Seller thereunder which occurs prior to the date upon which
Buyer acquires record title to such Purchased Loan or succeeds to be the absolute owner and holder of such
Purchased Loan. Without limiting the generality of the foregoing, Seller, agrees to hold any Indemnified Party
harmless from and indemnify such Indemnified Party against all Costs with respect to all Purchased Loan
relating to or arising out of any violation or alleged violation of any environmental law, rule or regulation that, in
each case, results from anything other than such Indemnified Party’s gross negligence or willful misconduct.

(b) Seller also agrees to reimburse an Indemnified Party for all such Indemnified Party’s costs and
expenses incurred in connection with the enforcement or the preservation of such Indemnified Party’s rights
under this Agreement, any other Transaction Document or any transaction contemplated hereby or thereby,
including without limitation the fees and disbursements of its counsel as and when billed by such Indemnified
Party. This Section 27 shall not apply with respect to Taxes other than Taxes that represent losses, claims,
damages, etc. arising from any non-Tax claim.

(c) Seller agrees to pay as and when billed by Buyer all of the reasonable out-of-pocket costs and expenses
incurred by Buyer in connection with the development, preparation and execution of, and any
amendment, supplement or modification to, this Agreement, any other Transaction Document or any
other documents prepared in connection herewith or therewith. Seller agrees to pay as and when billed
by Buyer all of the reasonable out-of-pocket costs and expenses incurred in connection with the
consummation and administration of the transactions contemplated hereby and thereby including without
limitation

(i) all the fees, disbursements and expenses of counsel to Buyer and (ii) all the due diligence, inspection, testing
and review costs and expenses incurred by Buyer with respect to Collateral under this Agreement, including, but
not limited to, those costs and expenses incurred by Buyer pursuant to Section 27(a) and 28 hereof, provided
that such fees and expenses shall not exceed (x) $5,000 for the pre-funding diligence review for each Eligible
Loan submitted by Seller pursuant to a Request for Transaction/Increase in Purchase Price and (y) so long as an
Event of Default has not occurred and is not continuing, $3,000 per Purchased Loan per annum for ongoing
administration and surveillance of each Purchased Loan.

(d) The obligations of Seller under Sections 3(i) and 27(a) and (b) hereof shall survive the
repayment of the Loans and the termination of this Agreement for a period of six (6) months. In addition, each
representation and warranty made or deemed to be made by a Request for Transaction/Increase in Purchase
Price, herein or pursuant hereto shall survive the making of such representation and warranty, and Buyer shall
not be deemed to have waived, by reason of making any Loan, any Default that may arise because any such
representation or warranty shall have proved to be false or misleading, notwithstanding that Buyer may have
had notice or
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knowledge or reason to believe that such representation or warranty was false or misleading at the time such
Loan was made.

28. DUE DILIGENCE

Seller acknowledges that Buyer has the right to perform continuing due diligence reviews with respect to
the Purchased LoanLoans and the manner in which thethey were originated, for purposes of verifying
compliance with the representations, warranties and specifications made hereunder, or otherwise, and Seller
agrees that, unless a Default has occurred (in which case no notice is required), upon reasonable (but no less
than three (3) Business Day’s) prior notice to Seller, Buyer or its authorized representatives will be permitted
during normal business hours to examine, inspect, and make copies and extracts of, the Purchased Loan Files
and any and all documents, records, agreements, instruments or information relating to such Purchased Loan in
the possession or under the control of Seller and/or Custodian. Seller also shall make available to Buyer a
knowledgeable financial or accounting officer for the purpose of answering questions respecting the Purchased
Loan Files and the Purchased Loan. Seller further agrees that Seller shall reimburse Buyer for any and all out-of-
pocket costs and expenses incurred by Buyer in connection with Buyer’s activities pursuant to this Section 28 as
and when billed by Buyer, provided that an Event of Default has occurred and is continuing hereunder.

29. SERVICING

(a) Seller and Buyer agree that all Servicing Rights with respect to the Purchased Loans will be
transferred hereunder to Buyer on the applicable Purchase Date and such Servicing Rights shall be transferred
by Buyer to Seller upon Seller’s payment of the Repurchase Price for such applicable Purchased Loan.
Notwithstanding the purchase and sale of the Purchased Loans and Servicing Rights hereby, Seller or, upon
request by Seller, Servicer shall be granted a revocable license to exercise the Servicing Rights with respect to
the Purchased Loans for the benefit of Buyer and, if Buyer shall exercise its rights to pledge or hypothecate a
Purchased Loan prior to the Repurchase Date pursuant to Section 8, Buyer’s assigns (which license shall be
deemed automatically revoked upon the occurrence and during the continuance of an Event of Default);
provided, however, that the obligations of Seller or Servicer to service the Purchased Loans shall cease, at
Seller’s option, upon the payment by Seller to Buyer of the Repurchase Price therefor. Seller covenants to
maintain or cause the servicing of the Purchased Loans to be maintained in conformity with the Accepted
Servicing Practices (as defined in the Servicing Agreement) (“Accepted Servicing Practices”). Seller shall obtain
the written consent of Buyer prior to appointing any third party Servicer for a Purchased Loan or entering into any
Servicing Agreement with a Servicer (other than the initial Servicing Agreement with ARES Commercial Real
Estate Servicer LLC, a Delaware limited liability company, as initial Servicer).

(b) Seller agrees that, upon Buyer’s purchase of each Purchased Loan, Buyer is the owner of all
servicing records, including but not limited to any and all servicing agreements, files, documents, records, data
bases, computer tapes, copies of computer tapes, proof of insurance coverage, insurance policies, appraisals,
other closing documentation, payment history records, and any other records relating to or evidencing the
servicing of Purchased Loan (the “Servicing Records”) until the Repurchase Price for such Purchased Loan has
been paid to
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Buyer. Seller grants Buyer a security interest in all servicing fees and rights relating to the Purchased Loan and
all Servicing Records to secure the obligation of Seller or its designee to service in conformity with this Section
and any other obligation of Seller to Buyer. Seller covenants to safeguard such Servicing Records and to deliver
them promptly to Buyer or its designee (including Custodian) at Buyer’s request.

(c) If any Purchased Loan is, at any time during the term of this Agreement, serviced by a third party
servicer (including any Affiliate of Seller) (such third party servicer, the “Servicer”), Seller (i) shall provide a copy
of the Servicing Agreement to Buyer, which shall be in form and substance reasonably acceptable to Buyer, and
(ii) shall provide a Servicer Notice and Agreement to Servicer substantially in the form of Exhibit IX hereto (a
“Servicer Notice and Agreement”) and shall cause Servicer to acknowledge and agree to the same. Any
successor or assignee of a Servicer shall be reasonably approved in writing by Buyer and shall acknowledge
and agree to a Servicer Notice and Agreement prior to such successor’s assumption of servicing obligations
with respect to the Purchased Loan.

(d) After the Funding Date, until the transfer of any Purchased Loan is relinquished by Custodian,
Seller will have no obligation or right to repossess such Purchased Loan or substitute another Purchased
Loan.

(e) In the event Seller or its Affiliate is servicing the Purchased Loan, Seller shall permit Buyer
from time to time to inspect Seller’s or its Affiliate’s servicing facilities, as the case may be, for the purpose of
satisfying Buyer that Seller or its Affiliate, as the case may be, during normal business hours and upon
reasonable prior notice, has the ability to service the Purchased Loan as provided in this Agreement.

(f) Upon the occurrence and during the continuance of an Event of Default, Buyer may, in its sole
discretion, (i) sell its right to the Purchased Loans on a servicing released basis or (ii) terminate any Seller or
Servicer of the Purchased Loans with or without cause, in each case without payment of any termination fee.

(g) Seller shall not employ or permit Servicer to employ sub-servicers to service the Purchased
Loans without the prior written approval of Buyer (such approval not to be unreasonably withheld, conditioned
or delayed); provided, that in the event the commercial primary servicer rating of any such sub-servicer is not at
least “Average” by S&P (or its equivalent by another nationally recognized statistical ratings organization), then
the prior written approval of Buyer shall be in its sole discretion.

30. MISCELLANEOUS

(a) All rights, remedies and powers of Buyer hereunder and in connection herewith are irrevocable
and cumulative, and not alternative or exclusive, and shall be in addition to all other rights, remedies and
powers of Buyer whether under law, equity or agreement. In addition to the rights and remedies granted to it in
this Agreement, to the extent this Agreement is determined to create a security interest, Buyer shall have all
rights and remedies of a secured party under the UCC.
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(b) [Intentionally omitted].

(c) Each provision of this Agreement shall be interpreted in such manner as to be effective and
valid under applicable law, but if any provision of this Agreement shall be prohibited by or be invalid under
such law, such provision shall be ineffective to the extent of such prohibition or invalidity, without invalidating
the remainder of such provision or the remaining provisions of this Agreement.

(d) This Agreement contains a final and complete integration of all prior expressions by the parties
with respect to the subject matter hereof and thereof and shall constitute the entire agreement among the parties
with respect to such subject matter, superseding all prior oral or written understandings.

(e) The parties understand that this Agreement is a legally binding agreement that may affect such
party’s rights. Each party represents to the other that it has received legal advice from counsel of its choice
regarding the meaning and legal significance of this Agreement and that it is satisfied with its legal counsel and
the advice received from it.

(f) Should any provision of this Agreement require judicial interpretation, it is agreed that a court
interpreting or construing the same shall not apply a presumption that the terms hereof shall be more strictly
construed against any Person by reason of the rule of construction that a document is to be construed more
strictly against the Person who itself or through its agent prepared the same, it being agreed that all parties have
participated in the preparation of this Agreement.

(g) Except as otherwise expressly provided in this Agreement, any provision of this Agreement may
be modified or supplemented only by an instrument in writing signed by Seller and Buyer and any provision of
this Agreement may be waived by Buyer.

(h) This Agreement shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and permitted assigns.

(i) The table of contents and captions and section headings appearing herein are included solely
for convenience of reference and are not intended to affect the interpretation of any provision of this
Agreement.

(j) This Agreement may be executed in any number of counterparts, all of which taken together
shall constitute one and the same instrument, and any of the parties hereto may execute this Agreement by
signing any such counterpart.

(k) Seller hereby acknowledges that:

(i) it has been advised by counsel in the negotiation, execution and delivery of this Agreement
and the other Transaction Documents,
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(ii) Buyer has no fiduciary relationship to Seller, and the relationship between Seller and Buyer
is solely that of debtor and creditor, and Guarantor and guaranteed party, respectively; and

(iii) no joint venture exists between Buyer and Seller.

(l) In addition to any rights and remedies of Buyer provided by this Agreement and by law, Buyer
shall have the right, without prior notice to Seller, any such notice being expressly waived by Seller to the extent
permitted by applicable law, upon any amount becoming due and payable by Seller hereunder (whether at the
stated maturity, by acceleration or otherwise) to set-off and appropriate and apply against such amount any and
all deposits (general or special, time or demand, provisional or final), in any currency, and any other credits or
claims, in any currency, in each case whether direct or indirect, absolute or contingent, matured or unmatured, at
any time held or owing by Buyer or any Affiliate thereof to or for the credit or the account of Seller. Buyer agrees
to notify Seller at the time of any such set-off and application made by Buyer; provided that the failure to give
such notice shall not affect the validity of such set-off and application

31. TAXES

(a) All payments made by Seller under this Agreement shall be made free and clear of, and without
deduction or withholding for or on account of, any present or future income, stamp or other taxes, levies, imposts,
duties, charges, fees, deductions or withholdings, now or hereafter imposed, levied, collected, withheld or
assessed by any Governmental Authority (“Taxes”), excluding, (i) Taxes that are imposed on its overall net
income (and franchise taxes imposed in lieu thereof) by the jurisdiction under the laws of which the Buyer is
organized or of its applicable lending office, or any political subdivision thereof, unless such Taxes are imposed
as a result of the Buyer having executed, delivered or performed its obligations or received payments under, or
enforced, this Existing Loan Agreement, (ii) net income Taxes and franchise Taxes (imposed in lieu of net
income Taxes) imposed on Buyer as a result of a present or former connection between Buyer and the
jurisdiction of the Governmental Authority imposing such Tax or any political subdivision or taxing authority
thereof or therein (other than any such connection arising solely from Buyer having executed, delivered or
performed its obligations or received a payment under, or enforced, this Agreement), (iii) any Tax imposed on
Buyer or other recipient of a payment hereunder that is attributable to such Buyer’s or other recipient’s failure to
comply with relevant requirements set forth in clause (b), (iv) any withholding Tax that is imposed on amounts
payable to or for the account of Buyer or other recipient of a payment hereunder pursuant to a law in effect on
the date such person becomes a party to or under this Existing Loan Agreement, or such person changes its
lending office and (v) any U.S. federal withholding Taxes imposed under FATCA (all such excluded Taxes in
clauses (i) – (v) being referred to, collectively, as “Excluded Taxes”). If any such non-Excluded Taxes, levies,
imposts, duties, charges, fees deductions or withholdings (“Non-Excluded Taxes”) are required to be withheld
from any amounts payable to Buyer hereunder, the amounts so payable to Buyer shall be increased to the extent
necessary to yield to Buyer (after payment of all Non-Excluded Taxes) interest or any such other amounts
payable hereunder at the rates or in the amounts specified in this Agreement. Whenever any Non-Excluded
Taxes are payable by Seller, as promptly as
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reasonably possible thereafter Seller shall send to Buyer, as the case may be, a certified copy of an original
official receipt received by Seller showing payment thereof. If Seller fails to pay any Non-Excluded Taxes when
due to the appropriate taxing authority or fail to remit to Buyer the required receipts or other required
documentary evidence, Seller shall indemnify Buyer for any incremental taxes, interest or penalties that are paid
or that may become payable by Buyer as a result of any such failure. The agreements in this Section shall
survive the termination of this Agreement and the payment of the Loans and all other amounts payable
hereunder.

(b) If a Person acquires the rights and obligations of a Buyer under this Agreement and the other
Transaction Documents pursuant to Section 19(a) hereof or becomes a Participant as permitted hereunder, and
such Person is not a United States Person within the meaning of Code Section 7701(a)(30) (a “Non-U.S.
Person”), such Non-U.S. Person shall deliver to Seller, or any agent thereof, on or before the date on which
such Person becomes a party to this Agreement or becomes such a Participant, two duly completed and
executed copies of, as applicable, IRS Form W-8BEN, IRS Form W-8BEN-E or IRS Form W-8ECI or any
successor forms thereto designated as such by the IRS. Notwithstanding anything to the contrary in the
preceding sentence, the completion, execution and submission of such documentation shall not be required if in
Buyer’s reasonable judgment such action would subject such Buyer to any material unreimbursed cost or would
materially prejudice the legal or commercial position of such Buyer. If the Non-U.S. Person is eligible for and
wishes to claim exemption from or reduction in U.S. federal withholding Tax through benefit of a treaty, such
Person shall deliver a Form W-8ECI. If the Non-U.S. Person is eligible for and wishes to claim exemption from
U.S. federal withholding Tax under Section 871(h) or Section 881(c) of the Code with respect to payments of
“portfolio interest,” such Person shall deliver both the Form W-8BEN or IRS Form W-8BEN-E and a statement
certifying that such Person is not a bank, a “10 percent shareholder” or a “controlled foreign corporation” within
the meaning of Section 881(c)(3) of the Code. If any previously delivered form or statement becomes
inaccurate with respect to the Non-U.S. Person that delivered it, the Non-U.S. Person shall promptly notify
Seller of this fact. In addition, a Non-U.S. Person shall, to the extent it is legally entitled to do so, deliver to
Seller executed originals of any other IRS Form prescribed by applicable law as a basis for claiming a reduction
in U.S. federal withholding Tax, duly completed, together with such supplementary documentation as may be
prescribed by applicable law to permit Seller to determine the withholding or deduction required to be made. If a
payment made to a Non-U.S. Person would be subject to U.S. federal withholding Tax imposed by FATCA if
such Buyer were to fail to comply with the applicable reporting requirements of FATCA, such Buyer shall deliver
to Seller at the time or times prescribed by law and at such time or times reasonably requested by Seller such
documentation prescribed by applicable law and such additional documentation reasonably requested by Seller
as may be necessary for Seller to comply with its obligations under FATCA and to determine that such Buyer
has complied with such Buyer’s obligations under FATCA or to determine the amount to deduct and withhold
from such payment.

(c) Each Buyer (or assignee) that is not a Non-U.S. Person shall provide Seller, on or prior to the
date on which such person becomes a Buyer (or acquires an interest in this Agreement), and from time to time
thereafter upon the reasonable request of Seller, a duly completed and executed IRS Form W-9 certifying that it
is not subject to backup withholding.
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(d) If Buyer determines that it has received a refund of any Taxes as to which it has been
indemnified pursuant to this Section 31 (including by payment of any additional amounts pursuant to Section
31), it shall pay to Seller an amount equal to such refund (but only to the extent of indemnity payments made
under this Section with respect to the Taxes giving rise to such refund), net of out-of-pocket expenses
(including Taxes) of such Buyer.

32. JOINT AND SEVERAL OBLIGATIONS

Each Seller hereby acknowledges and agrees that (i) each Seller shall be jointly and severally liable to
Buyer to the maximum extent permitted by Requirements of Law for all Secured Obligations, (ii) the liability of
each Seller with respect to the Secured Obligations (A) shall be absolute and unconditional to the extent set
forth in this Agreement and the other Transaction Documents and shall remain in full force and effect (or be
reinstated) until all Secured Obligations shall have been paid, performed and/or satisfied, as applicable, in full,
a n d (B) until such payment, performance and/or satisfaction, as applicable, has occurred, shall not be
discharged, affected, modified or impaired on the occurrence from time to time of any event, including any of the
following, whether or not with notice to or the consent of each Seller, (1) the waiver, compromise, settlement,
release, termination or amendment (including any extension or postponement of the time for payment,
performance, satisfaction, renewal or refinancing) of any of the Secured Obligations (other than a waiver,
compromise, settlement, release or termination in full of the Secured Obligations), (2) the failure to give notice to
each Seller of the occurrence of an Event of Default, (3) the release, substitution or exchange by Buyer of any
Purchased Loan (whether with or without consideration) or the acceptance by Buyer of any additional collateral
or the availability or claimed availability of any other collateral or source of repayment or any non-perfection or
other impairment of collateral, (4) the release of any Person primarily or secondarily liable for all or any part of
the Secured Obligations, whether by Buyer or in connection with any Bankruptcy Action affecting any Seller or
any other Person who, or any of whose property, shall at the time in question be obligated in respect of the
Secured Obligations or any part thereof, or (5) to the extent permitted by Requirements of Law, any other event,
occurrence, action or circumstance that would, in the absence of this Section 32, result in the release or
discharge of any or all Sellers from the performance or observance of any Secured Obligation, (iii) Buyer shall
not be required first to initiate any suit or to exhaust its remedies against any Seller or any other Person to
become liable, or against any of the Purchased Loans, in order to enforce the Transaction Documents and each
Seller expressly agrees that, notwithstanding the occurrence of any of the foregoing, each Seller shall be and
remain directly and primarily liable for all sums due under any of the Transaction Documents, (iv) when making
any demand hereunder against any Seller, Buyer may, but shall be under no obligation to, make a similar
demand on any other Seller, and any failure by Buyer to make any such demand or to collect any payments from
any other Seller, or any release of any such other Seller shall not relieve any Seller in a respect of which a
demand or collection is not made or Sellers not so released of their obligations or liabilities hereunder, and shall
not impair or affect the rights and remedies, express or implied, or as a matter of law, of Buyer against Sellers,
and (v) on disposition by Buyer of any property encumbered by any Purchased Loans, each Seller shall be and
shall remain jointly and severally liable for any deficiency to the extent set forth in this Agreement and the other
Transaction Documents.
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the day first written above.

BUYER:

CITIBANK, N.A.

By:         Name:
Title:

[Signatures Continue on Following Page]
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SELLER:

ACRC LENDER C LLC,
a Delaware limited liability company

By:         Name:
Title:



 

Exhibit 19.1

ARES COMMERCIAL REAL ESTATE CORPORATION

Insider Trading Policy

(Revised February 6, 2025)

In order to promote compliance with federal, state and foreign securities laws and take an active role in the prevention of
insider trading violations by Insiders (as defined below) of Ares Commercial Real Estate Corporation (the “Corporation”) and its
subsidiaries, the Corporation has adopted this Insider Trading Policy (this “Policy”).

No director, officer or employee of the Corporation or its subsidiaries or its manager, Ares Commercial Real Estate
Management LLC (including its parent company Ares Management LLC, the “Manager”), or their immediate family members living
in their household (including any spouse, registered domestic partner, child, stepchild, grandchild, parent, stepparent,
grandparent, sibling, or person with whom such person has an adoptive or “in-law” relationship) or any trusts, corporations or
other entities controlled by a person covered by this Policy (each, an “Insider” and, collectively, “Insiders”) may engage in
transactions in any securities while in possession of material nonpublic information regarding the issuer of such securities where
such information was improperly obtained, where it was obtained under circumstances contemplating that it would not be used for
personal gain and in certain other circumstances (so-called “insider trading”), nor may any Insider communicate such material
nonpublic information to any person who could use such information to purchase or sell securities (so-called “tipping”). In
addition, this Policy prohibits Insiders from, without the prior approval of the Manager’s Chief Compliance Officer (the “CCO”) or
another designated member of the Manager’s Compliance Department (the “Compliance Department”):

• buying or selling puts or calls or other derivative securities (other than derivative securities issued by the
Corporation, such as convertible notes) based on the Corporation’s securities;

• engaging in the short sale of the Corporation’s securities;

• holding the Corporation’s securities in a margin account or pledging the Corporation’s securities as collateral for a
loan; or

• entering into hedging or monetization transactions or similar arrangements with respect to the Corporation’s
securities.

     Liability for insider trading or tipping is contingent upon the existence of some fiduciary or other duty, a relationship of trust with respect to the source of the
material nonpublic information or the misappropriation of such information. Any Insider who comes into possession of material nonpublic information should
presume that such a duty or relationship exists until the Corporation’s General Counsel or CCO, or another designated member of the Manager’s
Compliance Department, advises the Insider to the contrary.
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Before purchasing, selling, gifting, including charitable donations, or otherwise transacting in, either personally or
on behalf of others, any of the Corporation’s outstanding securities (including derivative securities), each Insider must
obtain clearance from the CCO or the Compliance Department. Insiders who are employees or officers of the
Corporation, its Manager or their subsidiaries and affiliates are also subject to additional requirements regarding
personal securities trading and holdings set forth in the Corporation’s Code of Business Conduct and Ethics.

Definition of “Securities”

The term “securities” includes common and preferred equity, debt securities, options or derivative instruments with respect
to such securities, securities that are convertible into or exchangeable for other securities, as well as partnership interests.

Definition of “Material” Information

The question of whether information is “material” is not always easily resolved. Generally speaking, information is “material”
where there is a substantial likelihood that a reasonable investor would consider the information important in deciding whether to
buy or sell the securities in question or where the information, if disclosed, could be viewed by a reasonable investor as having
significantly altered the “total mix” of information available. Where the nonpublic information relates to a possible or contingent
event, materiality depends upon a balancing of both the probability that the event will occur and the anticipated magnitude of the
event in light of the totality of the activities of the issuer involved. No simple test exists to determine when information is material;
assessments of materiality involve a highly fact-specific
inquiry. For this reason, you should direct any questions about whether information is material, as well as any questions regarding
specific transactions, to the CCO or the Compliance Department.

Common, but by no means exclusive, examples of what may be “material” include the following:

• Dividend changes

• Declarations of stock splits and stock dividends

• Financial forecasts, especially earnings estimates

• Changes in previously disclosed financial information

• Mergers or acquisitions

• Proposed issuances of new securities

• Tender offers of existing securities

• Security repurchase programs
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• Major litigation or any outcomes of or developments in such litigation

• Significant changes in management or operations

• Repayment, foreclosure or other issues with respect to a significant investment or loan

• Significant new investment targets to be introduced

• Extraordinary borrowings or liquidity problems

• Purchases or sales of substantial assets

• Governmental investigations, criminal actions or indictments and any collateral consequences

• Information received from political intelligence firms such as legislative and regulatory research analysis
reports that are not publicly available

• Cybersecurity incidents or threats

• Violations or potential violations of applicable law

“Inside” information could be material because of its expected effect on the price of the Corporation’s outstanding
securities, securities of companies with whom the Corporation or its subsidiaries do business or in which the Corporation or its
subsidiaries has made or considered making an investment, or the securities of several such companies. Moreover, the resulting
prohibition against the misuse of inside information includes not only restrictions on trading in the Corporation’s outstanding
securities, but restrictions on trading in the securities of such other companies affected by the inside information.

Definition of “Nonpublic” Information

Information is “nonpublic” until it has been made available to investors generally and they had reasonable time to act on it.
In this respect, one must be able to point to some fact to show that the information is generally public, such as inclusion in reports
filed with the Securities and Exchange Commission or press releases issued by the issuer of the securities or reference to such
information in wire services or publications of general circulation such as Reuters, Bloomberg, Dow Jones, The Wall Street
Journal or The New York Times. In addition, the fact that information has been disclosed to a few members of the public does not
necessarily make it “public” for insider trading purposes.

Penalties for Insider Trading

Liability and penalties for insider trading or tipping are severe, both for individuals involved in such unlawful conduct and
their employers. A person can be subject to some or all of the penalties below even if he or she does not personally benefit from
the violation (for example, where the person tipped another).
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Penalties and liabilities include:

• civil injunctions

• private civil damage actions

• jail sentences

• disgorgement of profits (or the amount of losses avoided) plus statutory interest

• civil penalties for the person who committed the violation of up to three times the profit gained or loss
avoided, whether or not the person actually received a benefit (for example, where the person tipped another)

• civil penalties for the employer or other controlling person of up to the greater of:

• $1,000,000 and

• three times the amount of the profit gained or loss avoided

• criminal sanctions and/or imprisonment

In addition, any violation of this Policy can be expected to result in serious sanctions by the Corporation, including dismissal
of the persons involved.

Transactions Subject to this Policy

This Policy applies to all transactions, direct or indirect, in (i) the Corporation’s securities, while an Insider is in possession
of material nonpublic information about the Corporation, and (ii) the securities of certain other companies with which the
Corporation does business while an Insider is in possession of material nonpublic information about such company that the Insider
obtained in the course of such Insider’s relationship with the Corporation.

This Policy continues to apply to transactions even after Insiders have terminated employment or other services to the
Corporation. If Insiders are aware of material non-public information when their employment or service relationship terminates,
they may not transact or trade in the Corporation’s securities until that information has become public or is no longer material.

Preclearance Before Trading in the Corporation’s Securities

    Before purchasing, selling or gifting, either personally or on behalf of others, any of the Corporation’s outstanding securities
(including derivative securities), Insiders must obtain clearance from the CCO or the Compliance Department, even if the
transaction would occur during an Open Trading Window (as defined below). Insiders generally will only be given permission to
trade in the Corporation’s securities during the period beginning one full trading day after the release of the Corporation’s
quarterly earnings and ending 15 days before the end of
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the current fiscal quarter, or on such other date as is determined by the CCO (the “Open Trading Window”). Clearance of a
transaction will generally be valid only during Open Trading Windows for a two-business day period or such other period specified
by the CCO or the Compliance Department. If the transaction is not completed within the two-business day or other specified
period, pre-clearance of the transaction must be re-requested. If clearance is denied, the fact of such denial must be kept
confidential by the person requesting such clearance.

From time to time, material nonpublic information regarding the Corporation may be pending and not publicly disclosed.
While such material nonpublic information is pending, the Corporation may close Open Trading Windows or otherwise impose
special blackout periods. If the Corporation imposes a special blackout period, it will notify the persons affected. Thereafter, and
until they receive notice that the special blackout period has ended, such individuals shall be prohibited from engaging in any
transactions involving the Corporation’s securities and from disclosing the fact of such suspension of trading to others.

Trading during Open Trading Windows should not be considered a “safe harbor,” and all Insiders should use
good judgment at all times. If an Insider is in possession of material nonpublic information, even during an Open Trading
Window, then the Insider should not trade in the Corporation’s securities until the information has been made publicly
available or is no longer material.

Transactions under the Corporation’s Incentive Plans

The receipt, vesting, exercise or settlement of any award, including stock option, restricted stock award, restricted stock
unit award or other stock-based award, granted under any equity incentive plan established by the Corporation, or the withholding
of securities for the purposes of satisfying applicable tax withholding obligations related to such award, are not subject to this
Policy.

This Policy does apply to any sale of stock as part of a broker-assisted cashless exercise of an option, or any other market
sale for the purpose of generating the cash needed to pay the exercise price of, or the tax liability associated with, an equity
award, other than any such sale directed by the Corporation of securities in connection with the satisfaction of withholding tax
obligations.

Transactions Pursuant to an Approved 10b5-1 Trading Plan

The prohibitions on trading outlined in this Policy do not apply to transactions under a pre-existing written plan, contract,
instruction or arrangement (a “Rule 10b5-1 Plan”) pursuant to Rule 10b5-1 under the Securities Exchange Act of 1934 that: (i) at
the time of adoption or modification has been reviewed and approved by the CCO or the Compliance Department; (ii) was entered
into or modified in good faith by the Insider during an Open Trading Window at a time when the Insider was not in possession of
material nonpublic information about the Corporation and could have otherwise engaged in a transaction in the Corporation’s
securities pursuant to the terms of this Policy; and (iii) (A) explicitly specifies the amount of securities to
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be purchased or sold and the price at which and the date on which the securities are to be purchased or sold; (B) includes a
written formula or algorithm, or computer program, for determining the amount of securities to be purchased or sold and the price
at which and the date on which the securities are to be purchased or sold; or (C) gives a third party the discretionary authority to
execute such purchases and sales, outside the influence or control of the Insider, so long as such third party does not possess
any material nonpublic information about the Corporation; and (iv) otherwise complies with the requirements of Rule 10b5-1.

Once a Rule 10b5-1 Plan is approved and is adopted or modified, it is subject to a “cooling-off” period before execution of
the first trade. The “cooling-off” period for directors and officers subject to Section 16 of the Securities Exchange Act of 1934 ends
on the later of: (1) 90 days following the Rule 10b5-1 Plan adoption or modification or (2) two business days following the
disclosure in Form 10-Q or Form 10-K of the Corporation's financial results for the fiscal quarter in which the Rule 10b5-1 Plan
was adopted or modified (however, the cooling-off period will not exceed 120 days following plan adoption or modification). For all
other Insiders, a 30 day cooling-off period is required.

An Insider may not enter into overlapping Rule 10b5-1 Plans (subject to certain exceptions) and may only enter into one
single-trade Rule 10b5-1 Plan during any 12-month period (subject to certain exceptions). Directors and officers subject to Section
16 of the Securities Exchange Act of 1934 must include a representation in their Rule 10b5-1 Plan certifying that: (i) they are not
aware of any material nonpublic information regarding the Corporation; and (ii) they are adopting the Rule 10b5-1 Plan in good
faith and not as part of a plan or scheme to evade the prohibitions in Rule 10b-5. All Insiders entering into a Rule 10b5-1 Plan
must act in good faith with respect to that plan.
    

Note that any trades made pursuant to an approved Rule 10b5-1 Plan by individuals who are subject to Section 16 of the
Securities Exchange Act of 1934, as amended, give rise to a reporting obligation on the Corporation’s periodic report for the
quarter in which the Rule 10b5-1 Plan is adopted or terminated or modified. The Insider is responsible for ensuring that the Rule
10b5-1 Plan is validly adopted and transactions made thereunder are appropriately reported.

The early termination of a Rule 10b5-1 Plan must be approved by the CCO or the Compliance Department.

Each Insider shall instruct the third party effecting transactions on its behalf under a Rule 10b5-1 Plan to send duplicate
confirmations of all transactions effected under the Rule 10b5-1 Plan to the CCO or the Compliance Department.

Obligations under this Policy

Insiders at all times should avoid even the appearance of impropriety with respect to trading in the Corporation’s securities
or the securities of any of the companies with whom the Corporation or any of its subsidiaries do business or in which the
Corporation or any of its subsidiaries has made or considered making an investment or the securities of several of such
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companies. When there is any question as to a potential application of this Policy, insider trading laws or any other restrictions on
insider trading, or if you know of a suspected violation of this Policy or those laws or other restrictions, you should consult with the
CCO or the Compliance Department.
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Exhibit 21.1
 

SUBSIDIARIES OF ARES COMMERCIAL REAL ESTATE CORPORATION

Name Jurisdiction

ACRC Holdings LLC Delaware

ACRC Lender LLC Delaware

ACRC Lender C LLC Delaware

ACRC Lender W LLC Delaware

ACRC Lender W TRS LLC Delaware

ACRC 2017-FL3 Holder LLC Delaware

ACRC Lender ML LLC Delaware

ACRC Mezz Holdings LLC Delaware

ACRC Warehouse Holdings LLC Delaware

ACRC 2017-FL3 Holder I L.P. Delaware

ACRE Commercial Mortgage 2017-FL3 Ltd. Cayman

ACRE Commercial Mortgage 2017-FL3 LLC Delaware

ACRC 2017-FL3 TRS LLC Delaware

ACRC 2017-FL3 Holder REIT LLC Delaware

ACRC MP Owner LLC Delaware

ACRC WM Owner LLC Delaware

ACRC WM Tenant LLC Delaware

ACRC Lender Woodside LLC Delaware

ACRC Lender MS LLC Delaware

ACRE Commercial Mortgage 2021-FL4 Ltd. Cayman

ACRE Commercial Mortgage 2021-FL4 LLC Delaware

ACRC MA Holdings LLC Delaware

ACRC 2022-FL5 Holder LLC Delaware

ACRE Commercial Mortgage 2022-FL5 LLC Delaware

ACRC 2021-FL4 Holder LLC Delaware

ACRC Lender CO LLC Delaware

ACRC Lender MS II LLC Delaware

ACRC TFL Owner LLC Delaware

ACRC FL3 REIT Lender LLC  Delaware

ACRC Landing Owner LLC Delaware

ACRC Exchange Owner LLC Delaware



 

Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the following Registration Statements:

(1) Registration Statement (Form S-8 No. 333-181077) pertaining to the Ares Commercial Real Estate Corporation 2012 Equity Incentive Plan

(2) Registration Statement (Form S-8 No. 333-225891) pertaining to the Ares Commercial Real Estate Corporation Amended and Restated 2012 Equity
Incentive Plan

(3) Registration Statement (Form S-8 No. 333-279968) pertaining to the second amendment of the Ares Commercial Real Estate Corporation Amended
and Restated 2012 Equity Incentive Plan and,

(4) Registration Statement (Form S-3 No. 333-265937) of Ares Commercial Real Estate Corporation

of our reports dated February 11, 2025, with respect to the consolidated financial statements of Ares Commercial Real Estate Corporation and subsidiaries and
the effectiveness of internal control over financial reporting of Ares Commercial Real Estate Corporation and subsidiaries included in this Annual Report (Form
10-K) of Ares Commercial Real Estate Corporation for the year ended December 31, 2024.

/s/ Ernst & Young LLP
Los Angeles, California
February 11, 2025



 

Exhibit 31.1

Certification of Chief Executive Officer
of Periodic Report Pursuant to Rule 13a-14(a) and Rule 15d-14(a)

I, Bryan Donohoe, certify that:

1.    I have reviewed this Annual Report on Form 10-K of Ares Commercial Real Estate Corporation;

2.    Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.    Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.    The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a)    Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)    Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c)    Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)    Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5.    The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a)    All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)    Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: February 12, 2025

/s/ Bryan Donohoe

Bryan Donohoe
Chief Executive Officer and Director



 

Exhibit 31.2

Certification of Chief Financial Officer
of Periodic Report Pursuant to Rule 13a-14(a) and Rule 15d-14(a)

I, Jeffrey Gonzales, certify that:

1.    I have reviewed this Annual Report on Form 10-K of Ares Commercial Real Estate Corporation;

2.    Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.    Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.    The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a)    Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)    Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c)    Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)    Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5.    The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a)    All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)    Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: February 12, 2025

/s/ Jeffrey Gonzales

Jeffrey Gonzales
 Chief Financial Officer and Treasurer



 

Exhibit 32.1

Certification of Chief Executive Officer and Chief Financial Officer
Pursuant to

18 U.S.C. Section 1350

In connection with the Annual Report on Form 10-K of Ares Commercial Real Estate Corporation (the “Company”) for the year ended December 31,
2024 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), Bryan Donohoe, as Chief Executive Officer of the Company, and
Jeffrey Gonzales, as Chief Financial Officer of the Company, each hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

1.    The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.    The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: February 12, 2025

/s/ Bryan Donohoe

Bryan Donohoe
Chief Executive Officer and

Director

/s/ Jeffrey Gonzales

Jeffrey Gonzales
 Chief Financial Officer and

Treasurer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the
signature that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to the Company and will
be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.


