
RISKS

The Fund is a non-diversified, closed-end management investment company designed primarily as a long-
term investment and not as a trading vehicle. The Fund is not intended to be a complete investment program and,
due to the uncertainty inherent in all investments, there can be no assurance that the Fund will achieve its
investment objective. Your securities at any point in time may be worth less than you invested, even after taking
into account the reinvestment of Fund dividends, distributions or interest payments, as applicable.

Investment and Market Risk

An investment in the Fund is subject to investment risk, including the possible loss of the entire amount that
you invest. Your investment in Common Stock represents an indirect investment in the assets owned by the
Fund. The value of the Fund’s investments may move up or down, sometimes rapidly and unpredictably. At any
point in time, your Common Stock may be worth less than your original investment, even after taking into
account the reinvestment of Fund dividends and distributions.

Market Events Risk

The market values of securities or other assets will fluctuate, sometimes sharply and unpredictably, due to
factors such as economic events, governmental actions or intervention, actions taken by the U.S. Federal Reserve
or foreign central banks, market disruptions caused by trade disputes or other factors, political developments,
armed conflicts, economic sanctions and countermeasures in response to sanctions, major cybersecurity events,
the global and domestic effects of widespread or local health, weather or climate events, and other factors that
may or may not be related to the issuer of the security or other asset. Economies and financial markets
throughout the world are increasingly interconnected. Economic, financial or political events, trading and tariff
arrangements, public health events, terrorism, wars, natural disasters and other circumstances in one country or
region could have profound impacts on global economies or markets. As a result, whether or not the fund invests
in securities of issuers located in or with significant exposure to the countries or markets directly affected, the
value and liquidity of the fund’s investments may be negatively affected. Following Russia’s invasion of
Ukraine, Russian stocks lost all, or nearly all, of their market value. Other securities or markets could be
similarly affected by past or future geopolitical or other events or conditions. Certain risks, such as interest rate
risk, liquidity risk, risk of tenant defaults, decreased occupancy at our properties, inability to obtain financing for
our investments, and volatility in our debt investments will be heightened as a result of such market events.
Furthermore, events involving limited liquidity, defaults, non-performance or other adverse developments that
affect one industry, such as the financial services industry, or concerns or rumors about any events of these kinds,
have in the past and may in the future lead to market-wide liquidity problems, may spread to other industries, and
could negatively affect the value and liquidity of the Fund’s investments.

Raising the ceiling on U.S. government debt has become increasingly politicized. Any failure to increase the
total amount that the U.S. government is authorized to borrow could lead to a default on U.S. government
obligations, with unpredictable consequences for economies and markets in the U.S. and elsewhere. Recently,
inflation and interest rates have been elevated as compared to recent years. These circumstances could adversely
affect the value and liquidity of the Fund’s investments, impair the Fund’s ability to satisfy redemption requests,
and negatively impact the Fund’s performance.

The United States and other countries are periodically involved in disputes over trade and other matters,
which may result in tariffs, investment restrictions and adverse impacts on affected companies and securities. For
example, the United States has imposed tariffs and other trade barriers on Chinese exports, has restricted sales of
certain categories of goods to China, and has established barriers to investments in China. Trade disputes may
adversely affect the economies of the United States and its trading partners, as well as companies directly or
indirectly affected and financial markets generally. The United States government has prohibited U.S. persons
from investing in Chinese companies designated as related to the Chinese military. These and possible future
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restrictions could limit the Fund’s opportunities for investment and require the sale of securities at a loss or make
them illiquid. Moreover, the Chinese government is involved in a longstanding dispute with Taiwan that has
included threats of invasion. If the political climate between the United States and China does not improve or
continues to deteriorate, if China were to attempt unification of Taiwan by force, or if other geopolitical conflicts
develop or get worse, economies, markets and individual securities may be severely affected both regionally and
globally, and the value of the Fund’s assets may go down.

Inflation Risk

Globally, inflation and rapid fluctuations in inflation rates have in the past had negative effects on
economies and financial markets, particularly in emerging economies, and may do so in the future. Wages and
prices of inputs increase during periods of inflation, which can negatively impact returns on investments. In an
attempt to stabilize inflation, governments may impose wage and price controls, or otherwise intervene in the
economy. Governmental efforts to curb inflation often have negative effects on levels of economic activity.

Inflationary pressures have increased the costs of labor, energy, and raw materials, and have adversely
affected consumer spending, economic growth, and the operations of companies in the U.S. and globally, and
have resulted in a tightening of monetary policy by the U.S. Federal Reserve. Inflation may continue in the near
to medium-term, particularly in the U.S., with the possibility that monetary policy may tighten further in
response. Inflation could become a serious problem in the future and have an adverse impact on the Fund’s
returns.

Continued inflation could have an adverse impact on the Fund’s borrowings and general and administrative
expenses of the Fund, as these costs could increase at a rate higher than the Fund’s rental and other revenue.
Inflation could also have an adverse effect on consumer spending, which could impact the Fund’s potential
tenants’ revenues and, in turn, their ability to pay rent. In addition, leases that have a long-term duration or that
include renewal options that specify a maximum rate increase may result in below-market lease rates over time,
if the Fund does not accurately estimate inflation or market lease rates. Any provisions of the Fund’s leases
designed to mitigate the risk of inflation and unexpected increases in market lease rates, such as periodic rental
increases, may not adequately protect the Fund from the impact of inflation or unexpected increases in market
lease rates. If subject to below-market lease rates on a significant number of properties pursuant to long-term
leases, and operating and other expenses are increasing faster than anticipated, then the Fund’s business, financial
condition, results of operations, cash flows and ability to satisfy debt service obligations or pay distributions on
Common Stock could be materially adversely affected.

Distributions Risk

There can be no assurance that the Fund will achieve investment results that will allow the Fund to make a
specified level of cash distributions or maintain certain levels of cash distributions. All distributions will be paid
at the discretion of the Board and may depend on the Fund’s earnings, the Fund’s net investment income, the
Fund’s financial condition, compliance with applicable regulations and such other factors as the Board may deem
relevant from time to time. Subject to the requirements of the 1940 Act, the Fund may make distributions from
sources other than cash flow from operations, including, without limitation, the sale of assets, borrowings, return
of capital, or offering proceeds. See “Distributions” for a description of return of capital and its impacts.

Liquidity Risk

The Fund is designed primarily for long-term investors and an investment in the Fund’s Common Stock
should be considered illiquid. The Common Stock is not listed for trading on any securities exchange. There is no
public market for the Common Stock and none is expected to develop. The Common Stock therefore is not
readily marketable and stockholders must be prepared to hold Common Stock for an indefinite period of time.
Stockholders may not be able to sell their Common Stock at all or at a favorable price. Because the Fund is a
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closed-end management investment company, the Common Stock may not be redeemed at the option of the
stockholder and may not currently be exchanged for shares of any other fund.

Although the Fund may offer to repurchase Common Stock from stockholders, no assurance can be given
that these repurchases will occur as contemplated or at all. The Fund will conduct repurchase offers on a schedule
and in amounts that will depend on the Board. The Fund may need to suspend or postpone repurchase offers if it
is not able to dispose of portfolio securities or loans in a timely manner.

Even if the Fund makes a tender offer, there is no guarantee that stockholders will be able to sell all of the
Common Stock that they desire to sell in any particular tender offer. If a tender offer is oversubscribed by
stockholders, the Fund will generally repurchase only a pro rata portion of the Common Stock tendered by each
stockholder. A large stockholder in the Fund seeking repurchase may cause a greater likelihood of all
stockholders seeking repurchase having their requests reduced pro rata. The potential for pro ration may cause
some stockholders to tender more Common Stock for repurchase than they otherwise would wish to have
repurchased, which may adversely affect others wishing to participate in the tender offer. In addition, in extreme
cases, a Fund may not be able to complete repurchases due to its inability to liquidate a portion of its portfolio.

In any given quarter, FTFA or Clarion Partners may or may not recommend to the Board that the Fund
conduct a tender offer. For example, if adverse market conditions cause the Fund’s investments to become
illiquid or trade at depressed prices or if FTFA or Clarion Partners believe that conducting a tender offer for 5.0%
or less of the aggregate NAV of Fund’s outstanding Common Stock would impose an undue burden on
stockholders who do not tender compared to the benefits of giving stockholders the opportunity to sell all or a
portion of their Common Stock at NAV, the Fund may choose not to conduct a tender offer or may choose to
conduct a tender offer for less than 5.0% of the aggregate NAV of its outstanding Common Stock. Regardless of
the recommendation of FTFA and Clarion Partners, the Board may or may not determine to cause the Fund to
conduct a tender offer for any given quarter.

The Fund intends to comply with an exemption under FINRA Rule 5110 that requires the Fund to make at
least two tender offers per calendar year. However, there may be quarters in which no tender offer is made, and it
is possible that no tender offers will be conducted by the Fund at all. If a tender offer is not made, stockholders
may not be able to sell their Common Stock as it is unlikely that a secondary market for the Common Stock will
develop or, if a secondary market does develop, stockholders may be able to sell their Common Stock only at
substantial discounts from NAV. If the Fund does conduct tender offers, it may be required to sell its more liquid,
higher quality portfolio securities to purchase shares of Common Stock that are tendered, which may increase
risks for remaining stockholders and increase fund expenses as a percent of assets. In addition, while the Fund is
permitted to borrow money to finance the repurchase of Common Stock pursuant to tender offers, there can be no
assurance that the Fund will be able to obtain such financing if it attempts to do so. Moreover, if the Fund’s
portfolio does not provide adequate liquidity to fund tender offers, the Fund may extend the last day of any
tender offer or choose to pay tendering stockholders with a promissory note, which will cause the stockholder to
be paid at a later date than if the tender offer were not extended or if the promissory note were not issued.

Management Risk and Reliance on Key Personnel

The Fund is subject to management risk because it is an actively managed investment portfolio. Clarion
Partners, Western Asset and each individual investment professional may not be successful in selecting the best
investments or investment techniques, and the Fund’s performance may lag behind that of similar funds. While
Clarion Partners has experience analyzing investments in the real estate sector generally, Clarion Partners has
limited experience sub-advising investment companies. The Fund will depend upon the diligence and skill of
Clarion Partners’ and Western Asset’s investment professionals, who will evaluate, negotiate, structure and
monitor its investments. These individuals do not have long-term employment contracts with Clarion Partners,
although they do have equity interests and other financial incentives to remain with Clarion Partners or Western
Asset, as applicable. The Fund will also depend on the senior management of FTFA, and the departure of any of
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the senior management of FTFA could have a material adverse effect on the Fund’s ability to achieve its
investment objective. Clarion Partners previously sponsored Clarion Partners Property Trust Inc. (“CPPT”), a
perpetual-life non-traded real estate investment trust focused on investing in income-producing real estate
properties and other real estate related assets. CPPT broke escrow for its offering on November 1, 2012 with an
initial investment for its sponsor and repurchased all of the shares of its common stock sold in its initial public
offering as of July 31, 2013 pursuant to its redemption plan following a determination by the CPPT board of
directors to terminate the offering and liquidate.

Delay in Use of Proceeds Risk

Although the Fund currently intends to invest the proceeds from any sale of the Common Stock offered
hereby as soon as practicable, such investments may be delayed if suitable investments are unavailable at the
time. Pending investment, the net proceeds of the offering may be invested in permitted temporary investments,
which include short-term U.S. government securities, bank certificates of deposit and other short-term liquid
investments. The rate of return on these investments, which affects the amount of cash available to make
distributions, may be less than the return obtainable from the type of investments in the real estate industry the
Fund seeks to originate or acquire. Such investments may also make it more difficult for us to qualify as a REIT.
Therefore, delays the Fund encounters in the selection, due diligence and origination or acquisition of
investments would likely limit its ability to pay distributions and lower overall returns. In the event we are unable
to find suitable investments such temporary investments may be maintained for longer periods which would be
dilutive to overall investment returns. This could cause a substantial delay in the time it takes for your investment
to realize its full potential return.

Best Efforts Offering

This offering is being made on a “best efforts” basis, meaning the Distributor and broker-dealers
participating in the offering are only required to use their best efforts to sell our shares and have no firm
commitment or obligation to sell any of the shares. If we are unable to raise substantial funds in this offering, we
will be limited in the number and type of investments we make, and the value of your investment in us will be
more dependent on the performance of any of the specific assets we acquire. Further, if we are unable to raise
substantial funds in this offering, the Fund’s Board may seek the approval of the Fund’s stockholders to sell all or
substantially all of the Fund’s assets and dissolve the Fund. In the event of the liquidation, dissolution or winding
up of the Fund, stockholders are entitled to receive the then-current NAV per share of the assets legally available
for distribution to the Fund’s stockholders, after payment of or adequate provision for all of the Fund’s known
debts and liabilities, including any outstanding debt securities or other borrowings and any interest thereon.
These rights are subject to the preferential rights of outstanding shares of any other class or series of the Fund’s
stock, including any Preferred Stock.

Competition Risk

Identifying, completing and realizing attractive portfolio investments is competitive and involves a high
degree of uncertainty. The Fund’s profitability depends, in large part, on its ability to acquire target assets at
attractive prices. In acquiring its target assets, the Fund will compete with a variety of institutional investors,
including specialty finance companies, public and private funds (including other funds managed by FTFA,
Clarion Partners and Western Asset), REITs, commercial and investment banks, commercial finance and
insurance companies and other financial institutions. Also, as a result of this competition, desirable investments
in the Fund’s target assets may be limited in the future and the Fund may not be able to take advantage of
attractive investment opportunities from time to time, as the Fund can provide no assurance that it will be able to
identify and make investments that are consistent with its investment objectives. The Fund cannot assure you that
the competitive pressures it faces will not have a material adverse effect on its business, financial condition and
results of operations or the Fund’s ability to locate, consummate and exit investments that satisfy its investment
objectives.
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Non-Diversification Risk

As a non-diversified investment company, the Fund may invest more than 5% of its total assets in the
securities of one or more issuers. The Fund may therefore be more susceptible than a diversified fund to being
adversely affected by events impacting a single investment, geographic location, security or investment type.

In addition, the Fund has not established any investment criteria limiting the geographic concentration of its
Private CRE investments and does not plan to establish any investment criteria to limit its exposure to these risks
for future investments. As a result, Private CRE investments underlying its investments may be overly
concentrated in certain geographic areas and the Fund may experience losses as a result. Additionally, the Fund is
not limited in the size of any single Private CRE investment it may make and certain of its investments may
represent a significant percentage of the Fund’s assets. Any such investment may carry the risk associated with a
significant asset concentration. Such risks could cause the Fund to experience a material adverse effect, which
would result in the value of a stockholder’s investment in the Fund being diminished.

Illiquid Investment Risk

Many of the Fund’s investments will be illiquid, including the Fund’s Private CRE investments. A variety of
factors could make it difficult for the Fund to dispose of any of its illiquid assets on acceptable terms even if a
disposition is in the best interests of the Fund’s stockholders. The Fund cannot predict whether it will be able to
sell any asset for the price or on the terms set by it or whether any price or other terms offered by a prospective
purchaser would be acceptable to the Fund. The Fund also cannot predict the length of time needed to find a
willing purchaser and to close the sale of an asset. The Fund may be required to expend cash to correct defects or
to make improvements before an asset can be sold, and there can be no assurance that it will have cash available
to correct those defects or to make those improvements. As a result, the Fund’s ability to sell investments in
response to changes in economic and other conditions could be limited. Limitations on the Fund’s ability to
respond to adverse changes in the performance of its investments may have a material adverse effect on the
Fund’s business, financial condition and results of operations and the Fund’s ability to make distributions.

Real Estate Investment Risk

The Fund’s investments will be subject to the risks typically associated with real estate, including:

• local, state, national or international economic conditions, including market disruptions caused by
regional concerns, political upheaval, sovereign debt crises and other factors;

• real estate conditions, such as an oversupply of or a reduction in demand for real estate space in an
area;

• lack of liquidity inherent in the nature of the asset;

• tenant/operator mix and the success of the tenant/operator business;

• the ability and willingness of tenants/operators/managers to maintain the financial strength and
liquidity to satisfy their obligations to the Fund and to third parties;

• reliance on tenants/operators/managers to operate their businesses in a sufficient manner and in
compliance with their contractual arrangements with the Fund;

• ability and cost to replace a tenant/operator/manager upon default;

• property management decisions;

• property location and conditions;

• property operating costs, including insurance premiums, real estate taxes and maintenance costs;

• the perceptions of the quality, convenience, attractiveness and safety of the properties;
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• branding, marketing and operational strategies;

• competition from comparable properties;

• the occupancy rate of, and the rental rates charged at, the properties;

• the ability to collect on a timely basis all rent;

• the effects of any bankruptcies or insolvencies;

• the expense of leasing, renovation or construction;

• changes in interest rates and in the availability, cost and terms of mortgage financing;

• unknown liens being placed on the properties;

• bad acts of third parties;

• the ability to refinance mortgage notes payable related to the real estate on favorable terms, if at all;

• changes in governmental rules, regulations and fiscal policies;

• tax implications;

• changes in laws, including laws that increase operating expenses or limit rents that may be charged;

• the impact of present or future environmental legislation and compliance with environmental laws,
including costs of remediation and liabilities associated with environmental conditions affecting
properties;

• cost of compliance with applicable federal, state, and local laws and regulations;

• social unrest and civil disturbances;

• acts of nature, including earthquakes, hurricanes and other natural disasters;

• terrorism;

• the potential for uninsured or underinsured property losses;

• adverse changes in state and local laws, including zoning laws; and

• other factors which are beyond the Fund’s control.

The value of each property is affected significantly by its ability to generate cash flow and net income,
which in turn depends on the amount of rental or other income that can be generated net of expenses required to
be incurred with respect to the property. Many expenses associated with properties (such as operating expenses
and capital expenses) cannot be reduced when there is a reduction in income from the properties. As a result,
these investments may be risky and the Fund may lose all or part of its investments.

Commercial Real Estate Industry Risk

The Fund’s business and operations are dependent on the commercial real estate industry generally, which
in turn is dependent upon broad economic conditions. Investing in commercial real estate assets involves certain
risks, including but not limited to: tenants’ inability to pay rent; declining commercial real estate values,
increases in interest rates and lack of availability of financing; tenant turnover and vacancies; the pace and
magnitude of debt accumulation and impending debt maturities; regional banks’ concentration of loans in
commercial real estate and changes in supply of or demand for similar properties in a given market. Challenging
economic and financial market conditions may cause the Fund to experience an increase in the number of Private
CRE investments that result in losses, including delinquencies, non-performing assets and a decrease in the value
of the property or, in the case of Publicly Traded Real Estate Securities, collateral which secures its investments,
all of which could adversely affect the Fund’s results of operations. The Fund may need to establish significant
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provisions for losses or impairment, and be forced to sell assets at undesirable prices, which may result in the
Fund’s NAV declining and the Fund incurring substantial losses. Additionally, economic conditions can
negatively impact the businesses of tenants of the Fund’s Private CRE investments, which in turn could cause the
Fund to experience increased delinquencies or decreasing rents, either of which would negatively impact the
Fund’s income.

These conditions may increase the volatility of the value of Private CRE investments made by the Fund.
These developments also may make it more difficult for the Fund to accurately value its investments or to sell its
investments on a timely basis. These developments, including rising interest rates, could adversely affect the
ability of the Fund to use leverage for investment purposes and increase the cost of such leverage, which would
reduce returns. Such developments could, in turn, diminish significantly the Fund’s revenue from investments
and adversely affect the Fund’s NAV.

Private CRE Risk

Lease defaults, terminations by one or more tenants or landlord-tenant disputes may reduce the Fund’s
revenues and net income. Any of these situations may result in extended periods during which there is a
significant decline in revenues or no revenues generated by a property. If this occurred, it could adversely affect
the Fund’s results of operations.

The Fund’s financial position and its ability to make distributions may also be adversely affected by
financial difficulties experienced by any major tenants, including bankruptcy, insolvency or a general downturn
in the business, or in the event any major tenants do not renew or extend their relationship as their lease terms
expire. A tenant in bankruptcy may be able to restrict the ability to collect unpaid rents or interest during the
bankruptcy proceeding. Furthermore, dealing with a tenants’ bankruptcy or other default may divert
management’s attention and cause the Fund to incur substantial legal and other costs.

The Fund’s investments in real estate will be pressured in challenging economic and rental market
conditions. If the Fund is unable to re-let or renew leases for all or substantially all of the space at these
properties, if the rental rates upon such renewal or re-letting are significantly lower than expected, or if the
Fund’s reserves for these purposes prove inadequate, the Fund will experience a reduction in net income and may
be required to reduce or eliminate cash distributions.

The Fund may obtain only limited warranties when it purchases a Private CRE equity investment. The
purchase of properties with limited warranties increases the risk that the Fund may lose some or all of its invested
capital in the property, as well as the loss of rental income from that property if an issue should arise that
decreases the value of that property and is not covered by the limited warranties. If any of these results occur, it
may have a material adverse effect on the Fund’s business, financial condition and results of operations and the
Fund’s ability to make distributions.

Litigation Risk

From time to time, the Fund, FTFA or the sub-advisers may be subject to pending or threatened litigation or
regulatory action. Some of these claims may result in significant defense costs and potentially significant
judgments against the Fund, FTFA and/or the sub-advisers. We cannot be certain of the ultimate outcome of any
potential litigation or regulatory action or any claims that may arise in the future and the reputation of the Fund,
FTFA and/or the sub-advisers could be damaged as a result. Certain litigation or regulatory scrutiny could
materially adversely affect our business in a number of ways, including a reluctance of counterparties to do
business with the Fund, FTFA or the sub-advisers. The resolution of certain claims may result in the Fund, FTFA
or the sub-advisers having to pay significant fines, judgments, or settlements, which, if partially or completely
uninsured, could adversely impact our earnings and cash flows or FTFA and/or the sub-advisers’ ability to
perform their duties.
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Insurance Risk

Certain types of losses, generally of a catastrophic nature, such as earthquakes, floods and hurricanes may
be uninsurable or not economically insurable. The Fund may not obtain, or be able to require tenants to obtain
certain types of insurance if it is deemed commercially unreasonable. Under such circumstances, the insurance
proceeds, if any, might not be adequate to restore the economic value of the property, which might decrease the
value of the property. As a result, the insured company could lose its investments in, and anticipated profits and
cash flows from, a number of properties and, as a result, adversely affect the Fund’s investment performance.

ESG Risk Factors

ESG considerations are one of a number of factors that Clarion Partners examines when considering
investments for the Fund’s portfolio. In light of this, the investments in which the Fund invests may not be
considered ESG-focused investments and may have lower or adverse ESG assessments. Consideration of ESG
factors may affect the Fund’s exposure to certain investments and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment process may vary across types of eligible investments.
Clarion Partners does not assess every investment for ESG factors and, when it does, not every ESG factor may
be identified or evaluated. Clarion Partners’ assessment of an investment’s ESG factors is subjective and will
likely differ from that of investors, third party service providers (e.g., ratings providers) and other funds. As a
result, investments selected by Clarion Partners may not reflect the beliefs and values of any particular investor.
Clarion Partners also may be dependent on the availability of timely, complete, and accurate ESG data reported
by an investment’s owner or manager issuers and/or third-party research providers or consultants, the timeliness,
completeness and accuracy of which is out of its Clarion Partners’ control. ESG factors are often not uniformly
measured or defined, which could impact Clarion Partners’ ability to assess an investment. While Clarion
Partners views ESG considerations as having the potential to contribute to the Fund’s long-term performance,
there is no guarantee that such results will be achieved.

Environmental Risk

The Fund may be exposed to substantial risk of loss arising from investments involving undisclosed or
unknown environmental, health or occupational safety matters, or inadequate reserves, insurance or insurance
proceeds for such matters that have been previously identified. Under various federal, state and local
environmental laws, ordinances and regulations, a current or previous owner of real property, such as the Fund
and tenants, may be considered an owner, operator, or responsible party of such properties and therefore may be
liable in certain circumstances for the costs of investigation, removal or remediation of, or related releases of,
certain hazardous or toxic substances, including materials containing asbestos, at, under or disposed of in
connection with such property, as well as certain other potential costs relating to hazardous or toxic substances,
including government fines, liabilities, and damages for injuries to persons and adjacent property.

In addition, some environmental laws create a lien on the contaminated site in favor of the government for
damages and the costs it incurs in connection with the contamination. These laws often impose liability without
regard to whether the owner knew of, or was responsible for, the presence or disposal of such substances and
liability may be imposed on the owner in connection with the activities of a tenant at the property. The presence
of contamination or the failure to remediate contamination may adversely affect the Fund’s or its tenants’ ability
to sell or lease real estate, or to borrow using the real estate as collateral, which, in turn, could reduce the Fund’s
revenues. The Fund, or its tenants, as owner of a site, including if the Fund takes ownership through foreclosure,
may be liable under common law or otherwise to third parties for damages and injuries resulting from
environmental contamination emanating from the site. The cost of any required investigation, remediation,
removal, fines or personal or property damages and the Fund’s or its tenants’ liability could significantly exceed
the value of the property without any limits.

Furthermore, the Fund may invest in real estate, or mortgage loans secured by real estate, with
environmental problems that materially impair the value of the real estate. Even as a lender, if the Fund takes title
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to collateral with environmental problems or if other circumstances arise, the Fund could be subject to
environmental liability.

The Fund’s operating costs and performance may be adversely affected by compliance obligations under
environmental protection statutes, rules and regulations relating to investments of the Fund, including additional
compliance obligations arising from any change to such statutes, rules and regulations. Statutes, rules and
regulations may also restrict development of, and use of, property. Certain clean-up actions brought by
governmental agencies and private parties could also impose obligations in relation to the Fund’s investments
and result in additional costs to the Fund.

If the Fund is deemed liable for any such environmental liabilities and is unable to seek recovery against its
tenant, the Fund’s business, financial condition and results of operations could be materially and adversely
affected, and the amount available to make distributions could be reduced.

Further, even in cases where the Fund is indemnified by a third party with respect to an investment against
liabilities arising out of violations of environmental laws and regulations, there can be no assurance as to the
financial viability of the third party to satisfy such indemnities or the ability of the Fund to achieve enforcement
of such indemnities.

Joint Venture Risk

The Fund, through its Operating Partnership, may in the future enter into joint ventures with third parties to
make investments. The Fund, though its Operating Partnership, may also make investments in partnerships or
other co-ownership arrangements or participations. Such investments may involve risks not otherwise present
with other methods of investment, including, for instance, the following risks and conflicts of interest:

• the joint venture partner in an investment could become insolvent or bankrupt;

• fraud or other misconduct by the joint venture partner;

• the Fund may share decision-making authority with its joint venture partner regarding certain major
decisions affecting the ownership of the joint venture and the joint venture property, such as the sale of
the property or the making of additional capital contributions for the benefit of the property, which may
prevent the Fund from taking actions that are opposed by its joint venture partner;

• under certain joint venture arrangements, neither party may have the power to control the venture and,
under certain circumstances, an impasse could result regarding cash distributions, reserves, or a

proposed sale or refinancing of the investment, and this impasse could have an adverse impact on the
joint venture, which could adversely impact the operations and profitability of the joint venture and/or
the amount and timing of distributions the Fund receives from such joint venture;

• the joint venture partner may at any time have economic or business interests or goals that are or that
become in conflict with the Fund’s business interests or goals, including, for instance, the operation of
the properties;

• the joint venture partner may be structured differently than the Fund for tax purposes and this could
create conflicts of interest and risk to the Fund’s ability to qualify as a REIT;

• the Fund may rely upon its joint venture partner to manage the day-to-day operations of the joint
venture and underlying assets, as well as to prepare financial information for the joint venture and any
failure to perform these obligations may have a negative impact on the Fund’s performance and results
of operations;

• the joint venture partner may experience a change of control, which could result in new management of
the joint venture partner with less experience or conflicting interests to the Fund and be disruptive to
the Fund’s business;
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• such joint venture partner may be in a position to take action contrary to the Fund’s instructions or
requests or contrary to the Fund’s policies or objectives, including the Fund’s policy with respect to
maintaining its qualification as a REIT;

• the terms of the joint ventures could restrict the Fund’s ability to sell or transfer its interest to a third
party when it desires on advantageous terms, which could result in reduced liquidity;

• the Fund or its joint venture partner may have the right to trigger a buy-sell arrangement, which could
cause the Fund to sell its interest, or acquire its partner’s interest, at a time when the Fund otherwise
would not have initiated such a transaction;

• the joint venture partner may not have sufficient personnel or appropriate levels of expertise to
adequately support the Fund’s initiatives; and

• to the extent it is permissible under the 1940 Act for the Fund to partner with other vehicles advised by
FTFA or the sub-advisers, FTFA and/or the sub-advisers may have conflicts of interest that may not be
resolved in the Fund’s favor.

In addition, disputes between the Fund and its joint venture partner may result in litigation or arbitration that
would increase the Fund’s expenses and prevent the Fund’s officers and directors from focusing their time and
efforts on the Fund’s business. Any of the above might subject the Fund to liabilities and thus reduce its returns
on the investment with the joint venture partner.

Recourse Financings Risk

In certain cases, financings for the Fund’s commercial real estate properties may be recourse to the Fund.
Generally, commercial real estate financings are structured as non-recourse to the borrower, which limits a
lender’s recourse to the property pledged as collateral for the loan, and not the other assets of the borrower or to
any parent of borrower, in the event of a loan default. However, lenders customarily will require that a
creditworthy parent entity enter into so-called “recourse carveout” guarantees to protect the lender against certain
bad-faith or other intentional acts of the borrower in violation of the loan documents. A “bad boy” guarantee
typically provides that the lender can recover losses from the guarantors for certain bad acts, such as fraud or
intentional misrepresentation, intentional waste, willful misconduct, criminal acts, misappropriation of funds,
voluntary incurrence of prohibited debt and environmental losses sustained by lender. In addition, “bad boy”
guarantees typically provide that the loan will be a full personal recourse obligation of the guarantor, for certain
actions, such as prohibited transfers of the collateral or changes of control and voluntary bankruptcy of the
borrower. These financing arrangements with respect to our investments generally require “bad boy” guarantees
from us and/or certain of our subsidiaries and in the event that such a guarantee is called, our assets could be
adversely affected. Moreover, our “bad boy” guarantees could apply to actions of the joint venture partners
associated with our investments. While Clarion Partners expects to negotiate indemnities from such joint venture
partners to protect against such risks, there remains the possibility that the acts of such joint venture partner could
result in liability to us under such guarantees.

Private CRE Options Risk

The Fund may obtain options that grant it a period of exclusivity during which it may acquire certain Private
CRE. The amount paid for an option, if any, is normally surrendered if the property is not purchased and may or
may not be credited against the purchase price if the property is purchased. Option payments will reduce the
amount of cash available for further investments or distributions to the Fund’s stockholders.

Valuation Risk

The price the Fund pays for its Private CRE investments will be based on Clarion Partners’ projections of
market demand, occupancy levels, rental income, the costs of any development, redevelopment or renovation of a
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property, borrower expertise and other factors. If Clarion Partners’ projections are inaccurate or it ascribes a
higher value to assets and their value subsequently drops or fails to rise because of market factors, returns on the
Fund’s investment may be lower than expected and could experience losses.

For the purposes of calculating the Fund’s NAV, Private CRE investments will initially be valued at cost,
which the Fund expects to represent fair value at that time. Thereafter, valuations of properties will be derived
from independent property appraisals.

Within the parameters of the Fund’s valuation guidelines, the valuation methodologies used to value the
Fund’s Private CRE investments will involve subjective judgments and projections that may not materialize.
Valuation methodologies will also involve assumptions and opinions about future events, which may or may not
materialize. Valuations and appraisals of the Fund’s Private CRE investments will be only estimates of fair value.
Ultimate realization of the value of an asset depends to a great extent on economic, market and other conditions
beyond the Fund’s control and the control of FTFA, Clarion Partners and the Fund’s independent valuation
advisors. Valuations and appraisals of the Fund’s Private CRE investments are only conducted on a periodic
basis. If the relevant asset’s value changes after such appraisal, it will be difficult for Clarion Partners to quantify
the impact of such change and the necessary information to make a full assessment of the value may not be
immediately available, which may require an assessment of fair value with incomplete information. The
participation of FTFA and Clarion Partners in our valuation process could result in a conflict of interest, since the
management fee is based on our average daily net assets. A material change in a Private CRE investment or a
new appraisal of a Private CRE investment may have a material impact on our overall NAV, resulting in a
sudden increase or decrease to our NAV per share. Further, valuations do not necessarily represent the price at
which an asset would sell, since market prices of assets can only be determined by negotiation between a willing
buyer and seller. As such, the carrying value of an asset may not reflect the price at which the asset could be sold
in the market, and the difference between carrying value and the ultimate sales price could be material. In
addition, accurate valuations are more difficult to obtain in times of low transaction volume because there are
fewer market transactions that can be considered in the context of the appraisal. It also may be difficult to reflect
fully and accurately rapidly changing market conditions or material events that may impact the value of our
Private CRE investments between valuations, or to obtain complete information regarding any such events in a
timely manner. For example, an unexpected termination or renewal of a material lease, a material increase or
decrease in vacancies, or an unanticipated structural or environmental event at a property, may cause the value of
a property to change materially, yet obtaining sufficient relevant information after the occurrence has come to
light and/or analyzing fully the financial impact of such an event may be difficult to do and may require some
time. Clarion Partners will rely on the independent valuation advisors’ appraisals in determining the fair value of
the Private CRE investments. There will be no retroactive adjustment in the valuation of such assets, the offering
price of the Common Stock, the price the Fund paid to repurchase Common Stock or NAV-based fees the Fund
paid to FTFA and the Distributor to the extent such valuations prove to not accurately reflect the realizable value
of the Fund’s assets. Because the price you will pay for Common Stock in this offering, and the price at which
your shares may be repurchased in quarterly tender offers by the Fund, are based on NAV per share of Common
Stock, you may pay more than realizable value or receive less than realizable value for your investment.

Risks Relating to our Operating Partnership

Potential Conflicts of Interest Risk

Our directors and officers have duties to the Fund under applicable Maryland law and our charter in
connection with their direction of the management of the Fund. At the same time, our directors and officers have
duties to our Operating Partnership and to the limited partners under Delaware law in connection with the
management of our Operating Partnership. If there is a conflict between the interests of us or our stockholders, on
the one hand, and the interests of the limited partners of our Operating Partnership other than us or our
subsidiaries, on the other, the partnership agreement of our Operating Partnership will provide that any action or
failure to act by our directors and officers in such capacity for the Operating Partnership that gives priority to the
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separate interests of us or our stockholders that does not result in a violation of the contractual rights of the
limited partners of our Operating Partnership under the partnership agreement will not violate the duties that the
directors and officers owe to our Operating Partnership and its partners.

Dilution Risk

Once it is no longer a wholly-owned subsidiary of the Fund, our Operating Partnership intends to provide
liquidity to its limited partners through tender offers that are aligned with the timing of the Fund’s tender offers.
In order to ensure that the Fund’s shareholders are not diluted with respect to the amount of such Operating
Partnership tender offers that are allocated to the Fund upon the occurrence of a pro ration event, the Fund
expects to tender the full amount of its OP Units in a tender offer by the Operating Partnership and to withdraw
any excess OP Units that are tendered prior to the acceptance by the Operating Partnership of the tendered OP
Units in the event that the Operating Partnership’s tender offer is not oversubscribed. Prior to the time it admits
additional investors, the Operating Partnership will be registered under the 1940 Act, and will therefore be
subject to the protections of the 1940 Act, and will be managed consistent with the Fund’s compliance policies
and procedures and the 1940 Act.

Risks Related to Specific Private CRE Property Types

The Fund intends to invest in a variety of Private CRE property types, which may expose the Fund to risks.
For example, the Fund’s investments in office properties are subject to risks that the tenants of those office
properties face, including the overall health of the economy, the possibility of a downturn in the businesses
operated by the tenants, lack of demand or obsolescence of the products or services provided by the tenants, and
the non-competitiveness of the office tenants relative to their competitors. Fluctuations in manufacturing activity
in the United States may adversely affect the tenants of the Fund’s industrial properties and therefore the demand
for and profitability of its industrial properties. Retail properties may be affected by competition and consumer
trends, including the use of e-commerce. In addition, tenants of certain of the Fund’s investments in retail
properties may have leases that contain certain co-tenancy provisions, which, if not satisfied, could permit other
tenants of these properties to, among other things, pay reduced rents and/or terminate the lease. A residential
property may be affected by declining rents or may incur vacancies either by the expiration and non-renewal of
tenant leases or the continued default of tenants under their leases, resulting in reduced revenues and less cash
available to distribute to stockholders. Any disruption in the revenues of the Fund’s hospitality properties during
certain periods could impact the Fund’s profitability due to the seasonal nature of the hospitality industry. In
addition, the Fund and its tenants will face competition for each of the foregoing Private CRE property types,
which could adversely affect the Fund’s revenues and funds available for distribution. Specialty properties are
subject to risks specific to their specialty use. For example, student housing properties are subject to seasonality
and increased leasing risk and may be adversely affected by a change in university admission policies. As
another example, single family rental properties are subject to local conditions, including state and local
regulations, which may affect the ability to increase rent to the level of market rents for an equivalent property or
an excess inventory of unsold homes in the local market that are being rented.

The Fund also intends to invest in other alternative Private CRE investments including but not limited to
data centers, self-storage, wireless towers, medical and healthcare facilities, and medical office buildings. Any
such alternative Private CRE investments that the Fund makes would be subject to general risks of investing in
real estate and risks specific to that property type.

CMBS Risk

CMBS are, generally, securities backed by obligations (including certificates of participation in obligations)
that are principally secured by mortgages on real property or interests therein having a residential or commercial
use, such as regional malls, other retail space, office buildings, industrial or warehouse properties, hotels, nursing
homes and senior living centers. CMBS are subject to particular risks, including lack of standardized terms,
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shorter maturities than residential mortgage loans and payment of all or substantially all of the principal only at
maturity rather than regular amortization of principal. Additional risks may be presented by the type and use of a
particular commercial property. Special risks are presented by certain property types. Commercial property
values and net operating income are subject to volatility, which may result in net operating income becoming
insufficient to cover debt service on the related mortgage loan. The repayment of loans secured by income-
producing properties is typically dependent upon the successful operation of the related real estate asset rather
than upon the liquidation value of the underlying real estate. Furthermore, the net operating income from and
value of any commercial property is subject to various risks, including changes in general or local economic
conditions and/or specific industry segments; the solvency of the related tenants; declines in real estate values;
declines in rental or occupancy rates; increases in interest rates, real estate tax rates and other operating expenses;
changes in governmental rules, regulations and fiscal policies; acts of God; terrorist threats and attacks; and
social unrest, civil disturbances, epidemics and other public crises. Consequently, adverse changes in economic
conditions and circumstances are more likely to have an adverse impact on mortgage-related securities secured
by loans on commercial properties than on those secured by loans on residential properties. In addition,
commercial lending generally is viewed as exposing the lender to a greater risk of loss than one-to four-family
residential lending. Commercial lending, for example, typically involves larger loans to single borrowers or
groups of related borrowers than residential one-to four-family mortgage loans.

The exercise of remedies and successful realization of liquidation proceeds relating to CMBS is also highly
dependent on the performance of the servicer or special servicer. In many cases, overall control over the special
servicing of related underlying mortgage loans will be held by a “directing certificate holder” or a “controlling
class representative,” which is appointed by the holders of the most subordinate class of CMBS in such series.
The Fund may not have the right to appoint the directing certificate holder. In connection with the servicing of
the specially serviced mortgage loans, the related special servicer may, at the direction of the directing certificate
holder, take actions with respect to the specially serviced mortgage loans that could adversely affect the Fund’s
interests. There may be a limited number of special servicers available, particularly those that do not have
conflicts of interest.

The relevant sub-adviser will value the Fund’s potential CMBS investments based on loss-adjusted yields,
taking into account estimated future losses on the mortgage loans included in the securitization’s pool of loans,
and the estimated impact of these losses on expected future cash flows. The sub-adviser’s loss estimates may not
prove accurate, as actual results may vary from estimates. In the event that the sub-advisers overestimate the pool
level losses relative to the price the Fund pays for a particular CMBS investment, the Fund may experience
losses with respect to such investment. Credit markets, including the CMBS market, have periodically
experienced decreased liquidity on the primary and secondary markets during periods of market volatility. For
example, the COVID-19 pandemic has caused significant market pricing and liquidity dislocation, causing a
broad-based market decline across securities including CMBS. Such market conditions could re-occur and would
impact the valuations of our investments and impair our ability to sell such investments if we were required to
liquidate all or a portion of our CMBS investments quickly.

Non-Agency RMBS Risk

Non-agency RMBS are securities issued by non-governmental issuers, the payments on which depend
(except for rights or other assets designed to assure the servicing or timely distribution of proceeds to holders of
such securities) primarily on the cash flow from residential mortgage loans made to borrowers that are secured
(on a first priority basis or second priority basis, subject to permitted liens, easements and other encumbrances)
by residential real estate (one- to four- family properties) the proceeds of which are used to purchase real estate
and purchase or construct dwellings thereon (or to refinance indebtedness previously so used). Non-agency
RMBS have no direct or indirect government guarantees of payment and are subject to various risks as described
herein.

Credit-Related Risk Associated with Borrowers on Non-Agency RMBS. Credit-related risk on non-agency
RMBS arises from losses due to delinquencies and defaults by the borrowers in payments on the underlying
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mortgage loans and breaches by originators and servicers of their obligations under the underlying
documentation pursuant to which the non-agency RMBS are issued. Residential mortgage loans are obligations
of the borrowers thereunder only and are not typically insured or guaranteed by any other person or entity. The
rate of delinquencies and defaults on residential mortgage loans and the aggregate amount of the resulting losses
will be affected by a number of factors, including general economic conditions, particularly those in the area
where the related mortgaged property is located, the level of the borrower’s equity in the mortgaged property and
the individual financial circumstances of the borrower. If a residential mortgage loan is in default, foreclosure on
the related residential property may be a lengthy and difficult process involving significant legal and other
expenses. The net proceeds obtained by the holder on a residential mortgage loan following the foreclosure on
the related property may be less than the total amount that remains due on the loan. The prospect of incurring a
loss upon the foreclosure of the related property may lead the holder of the residential mortgage loan to
restructure the residential mortgage loan or otherwise delay the foreclosure process.

Impact of Real Estate and Mortgage Loan Markets on Non-Agency RMBS. In addition to the foregoing
considerations, the market for defaulted residential mortgage loans and foreclosed real estate properties may be
very limited. In particular, the economic conditions that lead to a higher rate of delinquencies and defaults on a
portfolio of real estate mortgage loans may also lead to a reduction in the value of the related real estate
properties, which in turn will result in greater losses upon a foreclosure of the real estate properties. At any one
time, a portfolio of non-agency RMBS may be backed by residential mortgage loans that are highly concentrated
in only a few states or regions. As a result, the performance of such residential mortgage loans may be more
susceptible to a downturn in the economy, including in particular industries that are highly represented in such
states or regions, natural calamities and other adverse conditions affecting such areas. In addition, the residential
mortgage loans underlying non-agency RMBS may include so-called “jumbo” residential mortgage loans, having
original principal balances that are significantly higher than is generally the case for residential mortgage loans.
If the portfolio of residential mortgage loans underlying a non-agency RMBS includes a high concentration of
“jumbo” residential mortgage loans, the performance of the non-agency RMBS will be more susceptible to the
performance of individual borrowers and adverse economic conditions in general than would otherwise be the
case.

Another factor that may contribute to, and may in the future result in, higher delinquency and default rates is
the increase in monthly payments on adjustable-rate mortgage loans. Any increase in prevailing market interest
rates may result in increased payments for borrowers who have adjustable-rate mortgage loans.

Some or all of the underlying residential mortgage loans in an issue of non-agency RMBS may have balloon
payments due on their respective maturity dates. If borrowers are unable to make such balloon payments, the
related issue of non-agency RMBS may experience losses.

Prepayment Risk Associated with Non-Agency RMBS. Non-agency RMBS are susceptible to prepayment
risks. Except in the case of certain types of non-agency RMBS, the mortgage loans underlying non-agency
RMBS generally do not contain prepayment penalties and a reduction in market interest rates will increase the
likelihood of prepayments on the related non-agency RMBS, resulting in a reduction in yield to maturity for most
holders of such securities. In the case of certain home equity loan securities and certain types of non-agency
RMBS, even though the underlying mortgage loans often contain prepayment premiums, such prepayment
premiums may not be sufficient to discourage borrowers from prepaying their mortgage loans in the event of a
reduction in market interest rates, resulting in a reduction in the yield to maturity for holders of the related
non-agency RMBS. In addition to reductions in the level of market interest rates and the prepayment provisions
of the mortgage loans, repayments on the residential mortgage loans underlying an issue of non-agency RMBS
may also be affected by a variety of economic, geographic and other factors, including the size difference
between the interest rates on the underlying residential mortgage loans (giving consideration to the cost of
refinancing) and prevailing mortgage rates and the availability of refinancing. In general, if prevailing interest
rates fall significantly below the interest rates on the related residential mortgage loans, the rate of prepayment on
the underlying residential mortgage loans would be expected to increase. Conversely, if prevailing interest rates
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rise to a level significantly above the interest rates on the related mortgage loans, the rate of prepayment would
be expected to decrease. Prepayments could reduce the yield received on the related issue of non-agency RMBS.

Legal Risks Associated with Non-Agency RMBS. Legal risks can arise as a result of the procedures followed
in connection with the origination of the mortgage loans or the servicing thereof which may be subject to various
federal and state laws (including, without limitation, predatory lending laws), public policies and principles of
equity regulating interest rates and other charges, require certain disclosures, require licensing of originators,
prohibit discriminatory lending practices, regulate the use of consumer credit information and debt collection
practices and may limit the servicer’s ability to collect all or part of the principal of or interest on a residential
mortgage loan, entitle the borrower to a refund of amounts previously paid by it or subject the servicer to
damages and sanctions.

Mortgage Loan Risk

The Fund may originate and selectively acquire senior mortgage loans which are generally loans secured by
a first mortgage lien on a commercial property and are subject to risks of delinquency and foreclosure and risks
of loss that are greater than similar risks associated with loans made on the security of single-family residential
property. In addition, certain of the mortgage loans in which the Fund invests may be structured so that all or a
substantial portion of the principal will not be paid until maturity, which increases the risk of default at that time.
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. If the net operating income of the property is reduced, the borrower’s ability to repay the
loan may be impaired. Net operating income of an income-producing property can be affected by, among other
things: tenant mix, success of tenant businesses, property management decisions, property location and
condition, competition from comparable types of properties, changes in laws that increase operating expense or
limit rents that may be charged, any need to address environmental contamination at the property, the occurrence
of any uninsured casualty at the property, changes in national, regional or local economic conditions and/or
specific industry segments, declines in regional or local real estate values, declines in regional or local rental or
occupancy rates, increases in interest rates, real estate tax rates and other operating expenses, changes in
governmental rules, regulations and fiscal policies, including environmental legislation, acts of God, terrorism,
social unrest, civil disturbances, epidemics and other public crises.

The Fund may invest in commercial mortgage loans, including senior and mezzanine loans and B-notes,
which are secured by residential, commercial or properties with other characteristics (such as properties that are
not well leased and generally require significant capital improvements, restructuring and/or repositioning/
development) and are subject to risks of delinquency and foreclosure and risks of loss. Commercial real estate
loans are generally not fully amortizing, which means that they may have a significant principal balance or
balloon payment due on maturity. Full satisfaction of the balloon payment by a commercial borrower is heavily
dependent on the availability of subsequent financing or a functioning sales market, as well as other factors such
as the value of the property, the level of prevailing mortgage rates, the borrower’s equity in the property and the
financial condition and operating history of the property and the borrower. In certain situations, and during
periods of credit distress, the unavailability of real estate financing may lead to default by a commercial
borrower. In addition, in the absence of any such takeout financing, the ability of a borrower to repay a loan
secured by an income-producing property will depend upon the successful operation of such property rather than
upon the existence of independent income or assets of the borrower. If the net operating income of the property is
reduced, the borrower’s ability to repay the loan may be impaired. Furthermore, the Fund may not have the same
access to information in connection with investments in commercial mortgage loans, either when investigating a
potential investment or after making an investment, as compared to publicly traded securities.

Commercial mortgage loans are usually non-recourse in nature. Therefore, if a commercial borrower
defaults on the commercial mortgage loan, then the options for financial recovery are limited in nature. To the
extent the underlying default rates with respect to the pool or tranche of commercial real estate loans in which the

69



Fund directly or indirectly invests increase, the performance of the Fund’s investments related thereto may be
adversely affected. Default rates and losses on commercial mortgage loans will be affected by a number of
factors, including global, regional and local economic conditions in the area where the mortgage properties are
located, the borrower’s equity in the mortgage property and the financial circumstances of the borrower. A
continued decline in specific commercial real estate markets and property valuations may result in higher
delinquencies and defaults and potentially foreclosures. In the event of default, the lender will have no right to
assets beyond collateral attached to the commercial mortgage loan.

In the event of any default under a mortgage or real estate loan held directly by the Fund, the Fund will 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 or real estate loan, which could have a material adverse effect on the Fund’s
profitability. In the event of the bankruptcy of a mortgage or real estate loan borrower, the mortgage or real estate
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 or real estate
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. Additionally, in the event of a default under any senior debt, the junior or
subordinate lender generally forecloses on the equity, purchases the senior debt or negotiates a forbearance or
restructuring arrangement with the senior lender in order to preserve its collateral. 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.

Residential mortgage-backed securities evidence interests in or are secured by pools of residential mortgage
loans and commercial mortgage-backed securities evidence interests in or are secured by a single commercial
mortgage loan or a pool of commercial mortgage loans. Accordingly, the mortgage-backed securities in which
the Fund invests are subject to all of the risks of the underlying mortgage loans.

Mezzanine Loan Risk

The Fund may invest in mezzanine loans that take the form of subordinated loans secured by a pledge of the
ownership interests of either the entity owning the real property or the entity that owns the interest in the entity
owning the real property. These types of investments involve a higher degree of risk than first-lien mortgage
loans secured by income producing real property because the investment 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, the Fund may not have full recourse to the assets of such entity, or the assets of the entity
may not be sufficient to satisfy the Fund’s mezzanine loan. If a borrower defaults on the Fund’s mezzanine loan
or debt senior to the Fund’s loan, or in the event of a borrower bankruptcy, the Fund’s mezzanine loan will be
satisfied only after the senior debt. As a result, the Fund may not recover some or all of its investment. In
addition, mezzanine loans may have higher loan-to-value ratios than conventional mortgage loans, resulting in
less equity in the real property and increasing the risk of loss of principal.

Risks Related to Investments in Publicly Traded REITs

The Fund’s investments in the securities of publicly traded REITs will be subject to a variety of risks
affecting those REITs directly. Share prices of publicly traded REITs may decline because of adverse
developments affecting the real estate industry and real property values, including supply and demand for
properties, the economic health of the country or of different regions, the strength of specific industries that rent
properties and interest rates. REITs often invest in highly leveraged properties. Returns from REITs, which
typically are small or medium capitalization stocks, may trail returns from the overall stock market. In addition,
changes in interest rates may hurt real estate values or make REIT shares less attractive than other income-
producing investments. REITs are also subject to heavy cash flow dependency and defaults by borrowers and
tenants.
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Below Investment Grade (High Yield or Junk) Securities Risk

A material portion of the Fund’s Publicly Traded Real Estate Securities (including both direct and indirect
investments) may consist of below investment grade securities. Lower grade securities may be particularly
susceptible to economic downturns and are inherently speculative. It is likely that any such economic downturn
could adversely affect the ability of the issuers of such securities to repay principal and pay interest thereon and
increase the incidence of default for such securities.

Lower grade securities, though high yielding, are characterized by high risk. They may be subject to certain
risks with respect to the issuing entity and to greater market fluctuations than certain lower yielding, higher rated
securities. The retail secondary market for lower grade securities may be less liquid than that for higher rated
securities. Adverse conditions could make it difficult at times to sell certain securities or could result in lower
prices than those used in calculating the Fund’s NAV. Because of the substantial risks associated with
investments in lower grade securities, you could lose money on your investment in Common Stock, both in the
short-term and the long-term.

Capital Markets Risk

The Fund expects to fund a portion of its Private CRE investments with property-level financing. The
Fund’s business may be adversely affected by disruptions in the debt and equity capital markets and institutional
lending market, including the lack of access to capital or prohibitively high costs of obtaining or replacing
capital. For example, COVID-19 has had, and may continue to have, a material adverse effect on credit markets.
There can be no assurance that any financing will be available to the Fund in the future on acceptable terms, if at
all, or that it will be able to satisfy the conditions precedent required to use its credit facilities, if entered into,
which could reduce the number, or alter the type, of investments that the Fund would make otherwise. This may
reduce the Fund’s income. To the extent that financing proves to be unavailable when needed, the Fund may be
compelled to modify its investment strategy to optimize the performance of the portfolio. Any failure to obtain
financing could have a material adverse effect on the continued development or growth of the Fund’s business
and harm the Fund’s ability to operate and make distributions.

Interest Rate Risk

The Fund’s financial performance will be influenced by changes in interest rates; in particular, such changes
may affect certain of the Fund’s Publicly Traded Real Estate Securities to the extent such debt does not float as a
result of floors or otherwise. Changes in interest rates, including changes in expected interest rates or “yield
curves,” may affect the Fund’s business in a number of ways. Changes in the general level of interest rates can
affect the Fund’s net interest income, which is the difference between the interest income earned on the Fund’s
interest-earning assets and the interest expense incurred in connection with its interest-bearing borrowings and
hedges. Changes in the level of interest rates also can affect, among other things, the Fund’s ability to acquire
certain of the Publicly Traded Real Estate Securities at attractive prices and enter into hedging transactions.
Interest rates are highly sensitive to many factors, including governmental monetary and tax policies, domestic
and international economic and political conditions, and other factors beyond the Fund’s control. If market
interest rates increase further in the future, the interest rate on any variable rate borrowings will increase and will
create higher debt service requirements, which would adversely affect the Fund’s cash flow and could adversely
impact the Fund’s results of operations.

Interest rate changes may also impact the Fund’s NAV as certain Publicly Traded Real Estate Securities and
hedge derivatives, if any, are marked to market. Generally, as interest rates increase, the value of the Fund’s
fixed rate securities decreases, which will decrease the book value of the Fund’s equity. Recently, there have
been inflationary price movements. As such, fixed income securities markets may experience heightened levels
of interest rate volatility and liquidity risk. Recently, the U.S. Federal Reserve has been raising interest rates from
historically low levels. It may continue to raise interest rates. Any additional interest rate increases in the future
could cause the value of the Fund’s holdings to decrease.
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Furthermore, shifts in the U.S. Treasury yield curve reflecting an increase in interest rates would also affect
the yield required on certain of the Publicly Traded Real Estate Securities and therefore their value. For instance,
increasing interest rates would reduce the value of the fixed rate assets the Fund holds at the time because the
higher yields required by increased interest rates result in lower market prices on existing fixed rate assets in
order to adjust the yield upward to meet the market and vice versa. This would have similar effects on the Fund’s
Publicly Traded Real Estate Securities portfolio and the Fund’s financial position and operations as a change in
interest rates generally.

Benchmark Reference Rates Risk

Many debt securities, derivatives, and other financial instruments, utilize benchmark or reference rates for
variable interest rate calculations, including the Bloomberg Short-Term Bank Yield Index (BSBY), Euro
Interbank Offer Rate, Sterling Overnight Index Average Rate, and the Secured Overnight Financing Rate (each a
“Reference Rate”). Instruments in which the Fund invests may pay interest at floating rates based on such
Reference Rates or may be subject to interest caps or floors based on such Reference Rates. The Fund and issuers
of instruments in which the Fund invests may also obtain financing at floating rates based on such Reference
Rates. The elimination of a Reference Rate or any other changes to or reforms of the determination or
supervision of Reference Rates could have an adverse impact on the market for, or value of, any instruments or
payments linked to those Reference Rates.

For example, some Reference Rates, as well as other types of rates and indices, are described as
“benchmarks” and have been the subject of ongoing national and international regulatory reform, including under
the European Union regulation on indices used as benchmarks in financial instruments and financial contracts
(known as the “Benchmarks Regulation”). The Benchmarks Regulation has been enacted into United Kingdom
law by virtue of the European Union (Withdrawal) Act 2018 (as amended), subject to amendments made by the
Benchmarks (Amendment and Transitional Provision) (EU Exit) Regulations 2019 (SI 2019/657) and other
statutory instruments. Following the implementation of these reforms, the manner of administration of
benchmarks has changed and may further change in the future, with the result that relevant benchmarks may
perform differently than in the past, the use of benchmarks that are not compliant with the new standards by
certain supervised entities may be restricted, and certain benchmarks may be eliminated entirely. Such changes
could cause increased market volatility and disruptions in liquidity for instruments that rely on or are impacted
by such benchmarks. Additionally, there could be other consequences which cannot be predicted.

Derivatives Risk

The Fund may invest in derivative instruments, such as options contracts, futures contracts, options on
futures contracts, indexed securities, credit linked notes, credit default swaps and other swap agreements for
investment, hedging and risk management purposes. The Fund may invest without limitation in Treasury futures,
interest rate swaps, swaptions or similar instruments and combinations thereof. A derivative is a financial
contract whose value depends on changes in the value of one or more underlying assets or reference rates.
Derivatives are subject to a number of risks described elsewhere in this prospectus, such as liquidity risk, interest
rate risk, credit risk and management risk. Derivatives are also subject to counterparty risk, which is the risk that
the other party in the transaction will not fulfill its contractual obligation. Changes in the credit quality of the
companies that serve as the Fund’s counterparties with respect to its derivative transactions will affect the value
of those instruments. By using derivatives that expose the Fund to counterparties, the Fund assumes the risk that
its counterparties could experience financial hardships that could call into question their continued ability to
perform their obligations. In addition, in the event of the insolvency of a counterparty to a derivative transaction,
the derivative transaction would typically be terminated at its fair market value. If the Fund is owed this fair
market value in the termination of the derivative transaction and its claim is unsecured, the Fund will be treated
as a general creditor of such counterparty, and will not have any claim with respect to the underlying security. As
a result, concentrations of such derivatives in any one counterparty would subject the Fund to an additional
degree of risk with respect to defaults by such counterparty. Derivatives also involve the risk of mispricing or

72



improper valuation and the risk that changes in the value of a derivative may not correlate perfectly with an
underlying asset, interest rate or index. Suitable derivative transactions may not be available in all circumstances
and there can be no assurance that the Fund will engage in these transactions to reduce exposure to other risks
when that would be beneficial. If the Fund invests in a derivative instrument, it could lose more than the principal
amount invested.

Derivative instruments can be illiquid, may disproportionately increase losses, and may have a potentially
large impact on Fund performance.

The Fund operates under Rule 18f-4 under the 1940 Act which, among other things, governs the use of
derivative investments and certain financing transactions (e.g. reverse repurchase agreements) by registered
investment companies. Among other things, Rule 18f-4 requires funds that invest in derivative instruments
beyond a specified limited amount to apply a value at risk (VaR) based limit to their use of certain derivative
instruments and financing transactions and to adopt and implement a derivatives risk management program. A
fund that uses derivative instruments in a limited amount is not subject to the full requirements of Rule 18f-4.
Compliance with Rule 18f-4 by the Fund could, among other things, make derivatives more costly, limit their
availability or utility, or otherwise adversely affect their performance. Rule 18f-4 may limit the Fund’s ability to
use derivatives as part of its investment strategy.

Leverage Risk

The Fund may use leverage in connection with its investments. This leverage may take the form of entity or
property level debt. Property level debt will be incurred by special purpose vehicles held by the Fund or its
Operating Partnership or by joint ventures entered into by one of the Fund’s or the Operating Partnership’s
special purpose vehicles and secured by real estate owned by such special purpose vehicles or joint venture. Such
special purpose vehicles and joint ventures would own real estate assets and would borrow from a lender using
the owned property as mortgage collateral. If a special purpose vehicle or joint venture were to default on a loan,
the lender’s recourse would be to the mortgaged property and the lender would typically not have a claim to other
assets of the Fund, the Operating Partnership or its subsidiaries. When such property level debt is not recourse to
the Fund, the Fund will not treat such non-recourse borrowings as senior securities (as defined in the 1940 Act)
for purposes of complying with the 1940 Act’s limitations on leverage unless the special purpose vehicle or joint
venture holding such debt is a wholly owned subsidiary of the Fund or the financial statements of the special
purpose vehicle or joint venture holding such debt will be consolidated in the Fund’s financial statements in
accordance with Regulation S-X and other accounting rules. There are no limits under the 1940 Act on the
amount of leverage a special purpose vehicle or joint venture may incur. Defaults on the property level debt may
result in the Fund losing its investment in the applicable property. Defaults on entity level debt may result in
limits or restrictions on the Fund’s operations, including the Fund’s ability to pay distributions.

The Fund will pay (and stockholders will bear) any costs and expenses relating to the use of leverage by the
Fund, to the extent the Fund bears such costs, which will result in a reduction in the NAV of the Common Stock.

Leverage may result in greater volatility of the NAV of, and distributions on, the Common Stock because
changes in the value of the Fund’s portfolio investments, including investments purchased with the proceeds
from Borrowings or the issuance of Preferred Stock, if any, are borne entirely by holders of Common Stock.
Common Stock income may fall if the interest rate on Borrowings or the dividend rate on Preferred Stock rises,
and may fluctuate as the interest rate on Borrowings or the dividend rate on Preferred Stock varies. So long as the
Fund is able to realize a higher net return on its investment portfolio than the then-current cost of any leverage
together with other related expenses, the effect of the leverage will be to cause holders of Common Stock to
realize higher current net investment income than if the Fund were not so leveraged. On the other hand, the
Fund’s use of leverage will result in increased operating costs. Thus, to the extent that the then-current cost of
any leverage, together with other related expenses, approaches the net return on the Fund’s investment portfolio,
the benefit of leverage to holders of Common Stock will be reduced, and if the then-current cost of any leverage
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together with related expenses were to exceed the net return on the Fund’s portfolio, the Fund’s leveraged capital
structure would result in a lower rate of return to holders of Common Stock than if the Fund were not so
leveraged.

Any decline in the NAV of the Fund will be borne entirely by holders of Common Stock. Therefore, if the
market value of the Fund’s portfolio declines, the Fund’s use of leverage will result in a greater decrease in NAV
to holders of Common Stock than if the Fund were not leveraged.

Certain types of Borrowings may result in the Fund being subject to covenants in credit agreements relating
to asset coverage or portfolio composition or otherwise. In addition, the terms of the credit agreements may also
require that the Fund pledge some or all of its assets as collateral. Such restrictions may be more stringent than
those imposed by the 1940 Act and limit the Fund’s ability to effectively manage its portfolio.

In addition, the Fund may enter into reverse repurchase agreements and/or use similar investment
management techniques that may provide leverage, subject to the requirements of Rule 18f-4 under the 1940 Act.
Under Rule 18f-4(d), the Fund may enter into reverse repurchase agreements or similar financing transactions in
reliance on the rule if the Fund either (i) complies with the asset coverage requirements of Section 18 of the 1940
Act, and combines the aggregate amount of indebtedness associated with all reverse repurchase agreements or
similar financing transactions with the aggregate amount of any other senior securities representing indebtedness
when calculating its asset coverage ratio; or (ii) treats all reverse repurchase agreements or similar financing
transactions as derivatives transactions for all purposes under the rule. In October 2020, the SEC adopted new
Rule 18f-4 under the 1940 Act, which, among other things, governs the use of derivative investments and certain
financing transactions (e.g., reverse repurchase agreements) by registered investment companies. Among other
things, Rule 18f-4, effective August 19, 2022, requires funds that invest in derivative instruments and certain
financing transactions beyond a specified limited amount to apply a value-at-risk based limit to their use of
certain derivative instruments and financing transactions and to adopt and implement a derivatives risk
management program. A fund that uses derivative instruments in a limited amount is not subject to the full
requirements of Rule 18f-4. Under Rule 18f-4, funds are no longer required to comply with the asset segregation
framework arising from prior SEC guidance for covering such financing transactions. In addition, if the Fund
enters into any reverse repurchase agreements or similar financing transactions obligating the Fund to make
future payments, the Fund must elect either to rely on the rule’s framework or to comply with the asset coverage
requirements of Section 18 of the 1940 Act. Compliance with the new rule by the Fund could, among other
things, make use of such investment management techniques more costly, limit their availability or utility, or
otherwise adversely affect their performance. The new rule may limit the Fund’s ability to use derivatives as part
of its investment strategy.

There can be no assurance that the Fund’s leveraging strategy will be successful.

Potential Conflicts of Interest Risk

Clarion Partners and Western Asset serve as advisers or sub-advisers to other vehicles that have an
investment objective and investment strategies that are similar to the Fund. Further, the sub-advisers may at some
time in the future manage and/or advise other investment funds or accounts with the same investment objective
and strategies as the Fund. As a result, the sub-advisers and the Fund’s portfolio managers may devote unequal
time and attention to the management of the Fund and those other funds and accounts.

Clarion Partners and its affiliates will be subject to various conflicts of interest in carrying out their
responsibilities to the Fund. Affiliates of Clarion Partners and others for whom it provides management and
advisory services may also be in competition with the Fund.

Clarion Partners and its affiliates provide real estate investment advice and perform related services for
other clients and funds similar to the advice to be provided and services to be performed by Clarion Partners for
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the Fund. Such clients and funds may have investment objectives and policies comparable to those of the Fund
and may be in competition with the Fund. Other such funds may be formed in the future with objectives which
are the same as or similar to the Fund’s objectives. Employees of Clarion Partners devote and allocate their
business time among clients and Clarion Partners’ general management. In addition, Clarion Partners in some
situations gives advice to one client that differs from advice given to another client. Employees of Clarion
Partners and its affiliates also invest in real estate for their own accounts.

Clarion Partners, in accordance with applicable law, earns performance-based fees and carried interest
distributions in some of its funds and accounts. Where applicable, portfolio managers and other employees of
Clarion Partners receive incentive compensation linked to the amount of performance-based fees paid to Clarion
Partners. Clarion Partners also has clients who do not pay performance-based compensation. Clarion Partners has
an incentive to favor the accounts that do pay performance-based compensation, including an incentive to favor
them when allocating investment opportunities, because compensation that Clarion Partners receives from these
clients is directly tied to the performance of their accounts.

Under the Allocation Policy, portfolio managers of Clarion Partners will have discretion in determining,
based on several factors, whether an investment opportunity is more suitable for another client than it is for the
Fund, which may result in conflicts of interest. If such portfolio managers determine that the potential investment
opportunity is more suitable for another account than it is for the Fund, the Fund would not be allocated the
investment opportunity. If Clarion Partners identifies a potential investment opportunity that would be equally
suitable for the Fund and one or more other Clarion Partners’ clients, the investment opportunity may, in some
cases, be allocated away from the Fund entirely on a rotational basis pursuant to Clarion Partners’ Allocation
Policy.

Moreover, properties held by other funds and clients managed by or affiliated with Clarion Partners may
compete with portfolio properties for tenants, lessors or other resources. In leasing the portfolio properties that
compete with the properties held by such other funds and clients, the Clarion Partners could face certain conflicts
of interest between them.

In addition, although Franklin Resources does not currently engage in any substantial real estate investment
activities competitive with that of the Fund, nor sponsor any investment program targeting direct investments in
real estate assets of the type targeted by the Fund, Franklin Resources and its successors and affiliates may
engage in such activities in the future. Franklin Resources and its successors and affiliates have no obligation to
offer investment opportunities to the Fund for consideration, regardless of whether the investment opportunities
are presented to Franklin Resources for its own account or the account of others, and regardless of whether the
investment opportunities might be suitable for the Fund and opportunities to acquire real properties not meeting
the investment guidelines may be pursued by Clarion Partners or its affiliates outside of the Fund.

The portfolio managers may also engage in cross trades between funds and accounts, may select brokers or
dealers to execute securities transactions based in part on brokerage and research services provided to the
sub-advisers which may not benefit all funds and accounts equally and may receive different amounts of
financial or other benefits for managing different funds and accounts. To the extent permitted by the 1940 Act,
the Fund may also co-invest with clients of Clarion Partners in particular properties, and the relationship with
such clients could influence the decisions made by Clarion Partners with respect to such investments. Finally,
FTFA or its affiliates may provide more services to some types of funds and accounts than others.

There is no guarantee that the policies and procedures adopted by the sub-advisers and the Fund will be able
to identify or mitigate the conflicts of interest that arise between the Fund and any other investment funds or
accounts that the sub-advisers may manage or advise from time to time. For further information on potential
conflicts of interest, see “Portfolio Managers—Potential Conflicts of Interest” in the SAI.

Our directors and officers have duties to the Fund under applicable Maryland law and our charter in
connection with their direction of the management of the Fund. At the same time, our directors and officers have
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duties to our Operating Partnership and to the limited partners under Delaware law in connection with the
management of our Operating Partnership. If there is a conflict between the interests of us or our stockholders, on
the one hand, and the interests of the limited partners of our Operating Partnership other than us or our
subsidiaries, on the other, the partnership agreement of our Operating Partnership will provide that any action or
failure to act by our directors and officers in such capacity for the Operating Partnership that gives priority to the
separate interests of us or our stockholders that does not result in a violation of the contractual rights of the
limited partners of our Operating Partnership under the partnership agreement will not violate the duties that the
directors and officers owe to our Operating Partnership and its partners.

Cyber-Security Risk and Identity Theft Risk

Cyber-security incidents and cyber-attacks have been occurring globally at a more frequent and severe level
and will likely continue to increase in frequency in the future. FTFA and the sub-adviser’s information and
technology systems may be vulnerable to damage or interruption from computer viruses and other malicious
code, network failures, computer and telecommunication failures, infiltration by unauthorized persons and
security breaches, usage errors by their respective professionals or service providers, power, communications or
other service outages and catastrophic events such as fires, tornadoes, floods, hurricanes and earthquakes. If
unauthorized parties gain access to such information and technology systems, they may be able to steal, publish,
delete or modify private and sensitive information. Although FTFA and each sub-adviser have implemented
various measures to manage risks relating to these types of events, such systems could be inadequate and, if
compromised, could become inoperable for extended periods of time, cease to function properly or fail to
adequately secure private information. FTFA, the sub-advisers and/or the Fund may have to make a significant
investment to fix or replace them. The failure of these systems and/or of disaster recovery plans for any reason
could cause significant interruptions in FTFA, the sub-advisers’ and/or the Fund’s operations and result in a
failure to maintain the security, confidentiality or privacy of sensitive data, including personal information
relating to stockholders and the intellectual property and trade secrets of FTFA and the sub-advisers.

Anti-Takeover Provisions Risk

The Fund’s articles of charter and bylaws, as well as certain statutory and regulatory requirements, contain
certain provisions that may have the effect of discouraging a third party from attempting to acquire the Fund.
These provisions may inhibit a change of control in circumstances that could give the stockholders the
opportunity to realize a premium over the value of the Common Stock.

Risks Related to the Fund’s REIT Status

If we do not maintain our qualification as a REIT, we will be subject to tax as a regular corporation and could
face a substantial tax liability.

The Fund expects to continue to operate so as to qualify as a REIT under the Code. However, qualification
as a REIT involves the application of highly technical and complex Code provisions for which only a limited
number of judicial or administrative interpretations exist. Notwithstanding the availability of cure provisions in
the Code, various compliance requirements could be failed and could jeopardize our REIT status. Furthermore,
new tax legislation, administrative guidance or court decisions, in each instance potentially with retroactive
effect, could make it more difficult or impossible for us to qualify as a REIT. If we fail to qualify as a REIT in
any tax year, then:

• we would be taxed as a regular domestic corporation, which under current laws, among other things,
means being unable to deduct distributions to stockholders in computing taxable income and being
subject to U.S. federal income tax on our taxable income at regular corporate income tax rates;

• any resulting tax liability could be substantial and could have a material adverse effect on our book
value;
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• unless we were entitled to relief under applicable statutory provisions, we would be required to pay
taxes, and therefore, our cash available for distribution to stockholders would be reduced for each of
the years during which we did not qualify as a REIT and for which we had taxable income; and

• we generally would not be eligible to requalify as a REIT for the subsequent four full taxable years.

To maintain our REIT status, we may have to borrow funds on a short-term basis during unfavorable market
conditions.

To qualify as a REIT, we generally must distribute annually to our stockholders a minimum of 90% of our
net taxable income, determined without regard to the dividends-paid deduction and excluding net capital gains.

We will be subject to regular corporate income taxes on any undistributed REIT taxable income each year.
Additionally, we will be subject to a 4% nondeductible excise tax on any amount by which distributions paid by
us in any calendar year are less than the sum of 85% of our ordinary income, 95% of our capital gain net income
and 100% of our undistributed income from previous years. Payments we make to our stockholders under our
share repurchase plan will not be taken into account for purposes of these distribution requirements. If we do not
have sufficient cash to make distributions necessary to preserve our REIT status for any year or to avoid taxation,
we may be forced to borrow funds or sell assets even if the market conditions at that time are not favorable for
these borrowings or sales. These options could increase our costs or reduce our equity.

Compliance with REIT requirements may cause us to forego otherwise attractive opportunities, which may
hinder or delay our ability to meet our investment objectives and reduce your overall return.

To qualify as a REIT, we are required at all times to satisfy tests relating to, among other things, the sources
of our income, the nature and diversification of our assets, the ownership of our stock and the amounts we
distribute to our stockholders. Compliance with the REIT requirements may impair our ability to operate solely
on the basis of maximizing profits. For example, we may be required to make distributions to stockholders at
disadvantageous times or when we do not have funds readily available for distribution.

Compliance with REIT requirements may force us to liquidate or restructure otherwise attractive investments.

To qualify as a REIT, at the end of each calendar quarter, at least 75% of the value of our assets must
consist of cash, cash items, government securities and qualified real estate assets. The remainder of our
investments in securities (other than qualified real estate assets and government securities) generally cannot
include more than 10% of the voting securities (other than securities that qualify for the straight debt safe harbor)
of any one issuer or more than 10% of the value of the outstanding securities of more than any one issuer unless
we and such issuer jointly elect for such issuer to be treated as a “taxable REIT subsidiary” under the Code. Debt
will generally meet the “straight debt” safe harbor if the debt is a written unconditional promise to pay on
demand or on a specified date a certain sum of money, the debt is not convertible, directly or indirectly, into
stock, and the interest rate and the interest payment dates of the debt are not contingent on the profits, the
borrower’s discretion, or similar factors. Additionally, 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 assets may be represented by securities of one or more taxable REIT subsidiaries. If
we fail to comply with these requirements at the end of any calendar quarter, we must dispose of a portion of our
assets within 30 days after the end of the calendar quarter or qualify for certain statutory relief provisions in order
to avoid losing our REIT qualification and suffering adverse tax consequences. In order to satisfy these
requirements and maintain our qualification as a REIT, we may be forced to liquidate assets from our portfolio or
not make otherwise attractive investments. These actions could have the effect of reducing our income and
amounts available for distribution to our stockholders.
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Our charter does not permit any person or group to own more than 9.9% in value or number of shares,
whichever is more restrictive, of our outstanding Common Stock or 9.9% in value of our outstanding capital
stock of all classes or series, and attempts to acquire our Common Stock or our capital stock of all other classes
or series in excess of these 9.9% limits would not be effective without an exemption (prospectively or
retroactively) from these limits by our board of directors.

For us to qualify as a REIT under the Code, not more than 50% of the value of our outstanding stock may be
owned, directly or indirectly, by five or fewer individuals (including certain entities treated as individuals for this
purpose) during the last half of a taxable year. For the purpose of assisting our qualification as a REIT for U.S.
federal income tax purposes, among other purposes, our charter prohibits beneficial or constructive ownership by
any person or group of more than 9.9%, in value or number of shares, whichever is more restrictive, of the shares
of our outstanding Common Stock, or 9.9% in value of our outstanding capital stock of all classes or series,
which we refer to as the “Ownership Limit.” The constructive ownership rules under the Code and our charter are
complex and may cause shares of the outstanding Common Stock owned by a group of related persons to be
deemed to be constructively owned by one person. As a result, the acquisition of less than 9.9% of our
outstanding Common Stock or our capital stock by a person could cause another person to constructively own in
excess of 9.9% of our outstanding Common Stock or our capital stock, respectively, and thus violate the
Ownership Limit. There can be no assurance that our board of directors, as permitted in the charter, will not
decrease this Ownership Limit in the future. Any attempt to own or transfer shares of our Common Stock or
capital stock in excess of the Ownership Limit without the consent of our board of directors will result either in
the shares in excess of the limit being transferred by operation of our charter to a charitable trust, and the person
who attempted to acquire such excess shares not having any rights in such excess shares, or in the transfer being
void.

The Ownership Limit may have the effect of precluding a change in control of us by a third party, even if
such change in control would be in the best interests of our stockholders or would result in receipt of a premium
to the price of our Common Stock (and even if such change in control would not reasonably jeopardize our REIT
status). Our charter exempts Franklin Templeton and its affiliates from the Ownership Limit. The exemptions to
the Ownership Limit granted to date may limit our board of directors’ power to increase the Ownership Limit or
grant further exemptions in the future.

Our board of directors is authorized to revoke our REIT election without stockholder approval, which may cause
adverse consequences to our stockholders.

Our charter authorizes our board of directors to revoke or otherwise terminate our REIT election, without
the approval of our stockholders, if it determines that changes to U.S. federal income tax laws and regulations or
other considerations mean it is no longer in our best interests to qualify as a REIT. Our board of directors owes
statutory duties to us and could only cause such changes in our tax treatment if it determines in good faith that
such changes are in our best interests. In this event, we would become subject to U.S. federal income tax on our
taxable income and we would no longer be required to distribute most of our net income to our stockholders,
which may cause a reduction in the total return to our stockholders.

Tax Risks of Investing in the Fund

Non-U.S. holders may be subject to U.S. federal income tax upon their disposition of shares of our Common
Stock or upon their receipt of certain distributions from us.

In addition to any potential withholding tax on ordinary dividends, a non-U.S. holder (as such term is
defined below under “Material U.S. Federal Income Tax Considerations—Taxation of U.S. Holders of Our
Common Stock”), other than a “qualified shareholder” or a “withholding qualified holder,” that disposes of a
“U.S. real property interest” (“USRPI”) (which includes shares of stock of a U.S. corporation whose assets
consist principally of USRPIs), is generally subject to U.S. federal income tax under the Foreign Investment in
Real Property Tax Act of 1980, as amended (“FIRPTA”), on the amount received from such disposition. Such
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tax does not apply, however, to the disposition of stock in a REIT that is “domestically controlled.” Generally, a
REIT is domestically controlled if less than 50% of its stock, by value, has been owned directly or indirectly by
non-U.S. persons during a continuous five-year period ending on the date of disposition or, if shorter, during the
entire period of the REIT’s existence. Proposed Treasury regulations issued on December 29, 2022 modify the
existing criteria for qualification as a domestically controlled REIT and provide that the ownership by non-U.S.
persons would be determined by looking through pass through entities and certain U.S. corporations, among
others. We cannot assure you that we qualify or would qualify as a domestically controlled REIT at any time,
including under the proposed regulations or the final rules if finalized in the proposed form. If we were to fail to
so qualify, amounts received by a non-U.S. holder on certain dispositions of shares of our Common Stock
(including a redemption) would be subject to tax under FIRPTA, unless (i) our shares of Common Stock were
regularly traded on an established securities market and (ii) the non-U.S. holder did not, at any time during a
specified testing period, hold more than 10% of our Common Stock. See “Material U.S. Federal Income Tax
Considerations—Taxation of Non-U.S. Holders of Our Common Stock—Sales of Our Common Stock.”

A non-U.S. holder other than a “qualified shareholder” or a “withholding qualified holder,” that receives a
distribution from a REIT that is attributable to gains from the disposition of a USRPI as described above,
including in connection with a repurchase of our Common Stock, is generally subject to U.S. federal income tax
under FIRPTA to the extent such distribution is attributable to gains from such disposition, regardless of whether
the difference between the fair market value and the tax basis of the USRPI giving rise to such gains is
attributable to periods prior to or during such non-U.S. holder’s ownership of our Common Stock. In addition, a
repurchase of our Common Stock, to the extent not treated as a sale or exchange, may be subject to withholding
as an ordinary dividend. See “Material U.S. Federal Income Tax Considerations—Taxation of Non-U.S. Holders
of Our Common Stock—Distributions”, and “—Repurchases of our Common Stock.”

We seek to act in the best interests of the Fund as a whole and not in consideration of the particular tax
consequences to any specific holder of our stock. Potential non-U.S. holders should inform themselves as to the
U.S. tax consequences, and the tax consequences within the countries of their citizenship, residence, domicile,
and place of business, with respect to the purchase, ownership and disposition of shares of our Common Stock.

Investments outside the United States may subject us to additional taxes and could present additional
complications to our ability to satisfy the REIT qualification requirements.

Non-U.S. investments may subject us to various non-U.S. tax liabilities, including withholding taxes. In
addition, operating in functional currencies other than the U.S. dollar and in environments in which real estate
transactions are typically structured differently than they are in the United States or are subject to different legal
rules may present complications to our ability to structure non-U.S. investments in a manner that enables us to
satisfy the REIT qualification requirements.

We may incur tax liabilities that would reduce our cash available for distribution to you.

Even if we qualify and maintain our status as a REIT, we may become subject to U.S. federal income taxes
and related state and local taxes. For example, net income from the sale of properties that are “dealer” properties
sold by a REIT (a “prohibited transaction” under the Code) will be subject to a 100% tax. We may not make
sufficient distributions to avoid excise taxes applicable to REITs. Similarly, 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 income that does not meet the income test requirements. We also may decide to retain net
capital gain we earn from the sale or other disposition of our investments and pay 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 U.S. federal income tax returns and
thereon seek a refund of such tax. 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
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companies through which we indirectly own our assets, such as our taxable REIT subsidiaries, which are subject
to full U.S. federal, state, local and foreign corporate-level income taxes. Any taxes we pay directly or indirectly
will reduce our cash available for distribution to you.

You may have current tax liability on distributions you elect to reinvest in our Common Stock.

If you participate in our distribution reinvestment plan, you will be deemed to have received, and for
U.S. federal income tax purposes will be taxed on, the amount reinvested in shares of our Common Stock to the
extent the amount reinvested was not a tax-free return of capital. Therefore, unless you are a tax-exempt entity,
you may be forced to use funds from other sources to pay your tax liability on the reinvested dividends.

Generally, ordinary dividends payable by REITs do not qualify for reduced U.S. federal income tax rates.

Currently, the maximum tax rate applicable to qualified dividend income payable to certain non-corporate
U.S. stockholders is 20%. Dividends payable by REITs, however, generally are not eligible for the 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 certain non-corporate investors 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.
However, under current law, continuing through 2025, individual taxpayers may be entitled to claim a deduction
in determining their taxable income of 20% of ordinary REIT dividends (dividends other than capital gain
dividends and dividends attributable to certain qualified dividend income received by us), which temporarily
reduces the effective tax rate on such dividends. See “Material U.S. Federal Income Tax Considerations—
Taxation of U.S. Holders of Our Common Stock— Distributions Generally.” You are urged to consult with your
tax advisor regarding the effect of this change on your effective tax rate with respect to REIT dividends.

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.

In recent years, numerous legislative, judicial and administrative changes have been made in the provisions
of U.S. federal income tax laws applicable to investments similar to an investment in shares of our Common
Stock.

On August 16, 2022, President Biden signed into law the Inflation Reduction Act of 2022 (the “IRA”). 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 with respect to an “applicable corporation”. However, REITs are excluded from the definition of an
“applicable corporation” and therefore are not subject to the corporate alternative minimum tax. Additionally,
stock repurchases by REITs are specifically excepted from the 1% excise tax. Any taxable REIT subsidiaries we
may own from time to time will operate as standalone corporations and therefore could be adversely affected by
the IRA. We will continue to analyze and monitor the application of the IRA to our business; however, the effect
of these changes on the value of our assets, our shares or market conditions generally, is uncertain.

Additional changes to the tax laws are likely to continue to occur, and we cannot assure you that any such
changes will not adversely affect the taxation of our stockholders. Any such changes could have an adverse effect
on an investment in our shares or on the market value or the resale potential of our assets. You are urged to
consult with your tax advisor with respect to the impact of recent legislation on your investment in our shares and
the status of legislative, regulatory or administrative developments and proposals and their potential effect on an
investment in our shares. Although REITs generally receive certain tax advantages compared to 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 U.S. federal
income tax purposes as a corporation. As a result, our charter authorizes our board of directors to revoke or
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otherwise terminate our REIT election, without the approval of our stockholders, if it determines that changes to
U.S. federal income tax laws and regulations or other considerations mean it is no longer in our best interests to
qualify as a REIT. The impact of tax reform on an investment in our shares is uncertain. Prospective investors
should consult their own tax advisors regarding changes in tax laws.

The failure of a mezzanine loan to qualify as a real estate asset could adversely affect our ability to qualify as a
REIT.

We may acquire mezzanine loans, for which the United States Internal Revenue Service (the “IRS”) has
provided a safe harbor but not rules of substantive law. Pursuant to the safe harbor, if a mezzanine loan meets
certain requirements, it will be treated by the IRS as a real estate asset for purposes of the REIT asset tests, and
interest derived from the mezzanine loan will be treated as qualifying mortgage interest for purposes of the REIT
75% income test. We may acquire mezzanine loans that do not meet all of the requirements of this safe harbor. In
the event we own a mezzanine loan that does not meet the safe harbor, the IRS could challenge such loan’s
treatment as a real estate asset for purposes of the REIT asset and income tests and, if such a challenge were
sustained, we could fail to qualify as a REIT.

If our Operating Partnership failed to qualify as a partnership or is not otherwise disregarded for U.S. federal
income tax purposes, we would cease to qualify as a REIT.

If the IRS were to successfully challenge the status of our Operating Partnership as a partnership or
disregarded entity for U.S. federal income tax purposes, it would be taxable as a corporation. In the event that
this occurs, it would reduce the amount of distributions that our Operating Partnership could make to us. This
would also result in our failing to qualify as a REIT and becoming subject to a corporate-level tax on our income,
which would substantially reduce our cash available to pay distributions and the yield on your investment.

Recharacterization of transactions under the Operating Partnership’s private placements could result in a 100%
tax on income from prohibited transactions, which would diminish our cash distributions to our stockholders.

The IRS could recharacterize transactions under the Operating Partnership’s private placements such that
the Operating Partnership could be treated as the bona fide owner, for tax purposes, of properties acquired and
resold by the entity established to facilitate the transaction. Such recharacterization could result in the income
realized on these transactions by the Operating Partnership being treated as gain on the sale of property that is
held as inventory or otherwise held primarily for the sale to customers in the ordinary course of business. In such
event, such gain could constitute income from a prohibited transaction and might be subject to a 100% tax. If this
occurs, our ability to pay cash distributions to our stockholders will be adversely affected.

Tax Legislation and Regulatory Risk

At any time, the tax laws or regulations governing REITs or the administrative interpretations of those laws
or regulations may be amended. Although REITs generally receive certain tax advantages compared to 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 U.S. federal income tax purposes as a corporation. The Fund’s charter authorizes the Board to revoke or
otherwise terminate the Fund’s REIT election, without the approval of its stockholders, if it determines that it is
no longer in the Fund’s best interests to qualify as a REIT. The Fund cannot predict when or if any new law,
regulation or administrative interpretation, or any amendment to any existing law, regulation or administrative
interpretation, will be adopted, promulgated or become effective and any such law, regulation or interpretation
may take effect retroactively. The Fund and its stockholders could be adversely affected by any such change in,
or any new, tax law, regulation or administrative interpretation.
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