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TO THE PROSPECTUS AND STATEMENT OF ADDITIONAL INFORMATION
EACH DATED APRIL 23, 2026

This prospectus supplement (this “Supplement”) is part of and should be read in conjunction with the prospectus (“Prospectus”) and Statement of
Additional Information (“SAI”’) of KKR Real Estate Select Trust Inc. (the “Fund”) dated April 23, 2026. Unless otherwise defined herein, capitalized
terms used in this Supplement shall have the same meanings as in the Prospectus or SAL

Incentive Fee Waiver

On May 20, 2026, KKR Registered Advisor LLC (the “Adviser”) and the Fund entered into an agreement whereby the Adviser has agreed, for the
period beginning May 20, 2026, through June 30, 2027 (the “Waiver Period”), to waive the Incentive Fee payable to the Adviser under the Investment
Advisory Agreement between the Fund and the Adviser dated May 18, 2021 (the “Incentive Fee Waiver”). The Incentive Fee Waiver shall terminate
automatically in the event of the termination of the Investment Advisory Agreement. The Incentive Fee Waiver shall terminate automatically at the end
of the Waiver Period unless extended by the Adviser. The Adviser may not seek reimbursement from the Fund with respect to the Incentive Fee Waiver.

Investors Should Retain This Supplement for Future Reference



KKR REAL ESTATE SELECT TRUST INC.

This document contains important information regarding KKR Real Estate Select Trust Inc. and should be read in
connection with your Prospectus. Please read carefully both the notice to non-U.S. residents and the jurisdiction-specific
notices provided below.

NOTICE TO NON-U.S. RESIDENTS

In making an investment decision, prospective investors must rely on their own examination of the person or entity creating
the securities and the terms of the offering, including the merits and risks involved. Prospective non-U.S. investors in KKR
Real Estate Select Trust Inc. (the “Fund”) should inform themselves as to the legal requirements and tax consequences
within the countries of their citizenship, residence, domicile and place of business with respect to the acquisition, holding
or disposal of the Fund’s shares (“Shares”), and any non-U.S. exchange restrictions that may be relevant thereto. It is the
responsibility of any investor wishing to purchase Shares to satisfy itself as to the full observance of the laws of any relevant
territory outside the United States in connection with such purchase, including the procurement of any required
governmental or other consents and the observation of any other applicable formalities. Neither the Fund’s Prospectus nor
this document constitute an offer to or solicitation of anyone in any jurisdiction in which such an offer or solicitation is not
authorized. Any capitalized term herein not defined, has the meaning ascribed to it in the Fund’s Prospectus.

NOTICE TO RESIDENTS OF ARGENTINA

These Shares may not be offered or sold to the public in Argentina. This is an offer of securities without sufficient contact
with the Argentine Republic under the terms of Section I11, Chapter I, Title XX of the Regulations of the Argentine
Securities and Exchange Commission, and accordingly, the offering of the Shares has not been submitted to the Comision
Nacional de Valores (CNV) for approval. The Argentine Securities and Exchange Commission has not passed judgment
on the data contained in any offering document or on the veracity of any accounting, financial and economic information,
as well as any other information provided therein, which is the sole responsibility of the Fund and other parties involved.
Documents relating to this offering (as well as information contained herein) may not be supplied to the general public
for purposes of a public offering in Argentina or be used in connection with any offer or subscription for sale to the public
in Argentina.

NOTICE TO RESIDENTS OF AUSTRALIA

The Fund is not a registered managed investment scheme within the meaning of Chapter 5C of the Australian Corporations
Act 2001 (Cth) (the “Corporations Act”).

The Prospectus is not a prospectus or product disclosure statement under the Corporations Act. Accordingly, Shares in the
Fund may not be offered, issued, sold or distributed in Australia other than by way of or pursuant to an offer or invitation
that does not need disclosure to investors either under Part 7.9 or Part 6D.2 of the Corporations Act, whether by reason of
the investor being a “wholesale client” (as that term is defined in section 761G of the Corporations Act and applicable
regulations) or otherwise. Accordingly, the Prospectus is provided to prospective investors and, by receiving it, each
prospective investor is deemed to represent and warrant that it is a “wholesale client.”

Nothing in the Prospectus constitutes an offer of Shares or financial product advice to a ‘retail client’ (as defined in section
761G of the Corporations Act and applicable regulations).

The Adviser is not licensed in Australia to provide financial product advice including in relation to the Fund. Note that as
all investors must be wholesale clients, no cooling off rights are available.

NOTICE TO RESIDENTS OF BAHAMAS

Shares shall not be offered or sold into The Bahamas except in circumstances that do not constitute an offer to the public.
Shares may not be offered or sold or otherwise disposed of in any way to persons other than “Accredited Investors” as
defined in the Securities Industry Regulations, 2012. The information provided herein is intended solely for the designated
recipient thereof. No distribution of this information to anyone other than the designated recipient is intended or authorized.



NOTICE TO RESIDENTS OF BERMUDA

The Prospectus does not constitute and under no circumstances is to be construed as an offer or an invitation to the public
in Bermuda to subscribe for Shares. Securities may be offered or sold in Bermuda only in compliance with the provisions
of the Investment Business Act 2003, the Exchange Control Act 1972, the Exchange Control Regulations 1973 and the
Companies Act 1981 which regulates the sale of securities in Bermuda. The Shares being offered hereby are being offered
on a private placement basis to investors who satisfy the criteria outlined in Prospectus. The Prospectus is not subject to and
has not received approval from either the Bermuda Monetary Authority (BMA) or the Registrar of Companies (ROC) in
Bermuda and no statement to the contrary, explicit or implicit, is authorized to be made in this regard. Neither the BMA nor
the ROC or any other regulatory body in Bermuda has reviewed this Prospectus and accepts no responsibility for the
financial soundness of any proposal or for the correctness of any of the statements made or opinions expressed herein. A
copy of this Prospectus has not been delivered to the BMA or ROC.

Overseas companies may not engage in or carry on any trade or business in Bermuda unless such companies are permitted
or authorised to do so under applicable Bermuda legislation. Engaging in the activity of offering or marketing the Shares
being offered in Bermuda to persons in Bermuda may be deemed to be carrying on business in Bermuda.

Overseas investment funds (i.e., investment funds incorporated or established in a jurisdiction outside of Bermuda) that are
managed or carrying on promotion in or from within Bermuda are required to become designated as ‘Overseas Fund’ under
the Investment Funds Act 2006 by the Bermuda Monetary Authority. Promotion means the following activities: (i)
advertising, issuing an offering document, application form or proposal form and stating the method of issue; and (iii)
circulating or making available promotional material, including describing the general nature of the material and the person
to whom, and the manner in which, it is circulated or made available. The Fund is not managed or carrying on promotion
in or from within Bermuda and as such is not required to and has not been designated as an Overseas Fund under the
Investment Funds Act 2006. As such, the Fund is neither supervised nor regulated by the BMA.

NOTICE TO RESIDENTS OF BOLIVIA

The Prospectus relates to a foreign Fund which is not subject to any form of local regulation by the Bolivian authorities.
Bolivian authorities and entities are not responsible for reviewing or verifying the Prospectus or other documents in
connection with this Fund and have not approved the Prospectus or any other associated documents nor taken any steps to
verify the information set out herein and has no responsibility for it.

NOTICE TO RESIDENTS OF BRAZIL

These Shares may not be offered or sold to the public in Brazil. Accordingly, the offering of the Shares has not been nor
will be submitted to the Brazilian Securities Commission - CVM for approval. Documents relating to such offering, as well
as the information contained herein and therein may not be supplied to the public, as a public offering in Brazil or be used
in connection with any offer for subscription or sale to the public in Brazil.

NOTICE TO RESIDENTS OF THE BRITISH VIRGIN ISLANDS

The Prospectus does not constitute, and there will not be, an offering of Shares to the public in the British Virgin Islands.

NOTICE TO RESIDENTS OF CANADA

The Prospectus constitutes an offering of Shares only in those jurisdictions and to those persons where and to whom they
may be lawfully offered for sale, and therein only by persons permitted to sell such securities. This is not, and under no
circumstances is to be construed as, a prospectus, an advertisement or a public offering of the securities described herein
in Canada. No securities commission or similar authority in Canada has reviewed or in any way passed upon the Prospectus
or the merits of the securities described herein, and any representation to the contrary is an offence.

Any offer or sale of the Shares in any province or territory of Canada will only be made on a private placement basis, under
an exemption from the requirement that the issuer prepare and file a prospectus with the relevant Canadian securities
regulatory authorities. The offers and sales will only be made by the Adviser or its associates (together, the “dealers”), in
either case, who is or are properly registered under applicable securities laws, or pursuant to an exemption from the
requirement that such a dealer be registered in the jurisdiction in which the offer or sale is made.



The Prospectus is for the confidential use of those persons to whom it is delivered in connection with the offering of the
Shares in Canada. The Adviser reserves the right to reject all or part of any offer to purchase the Shares for any reason, or
allocate to any prospective investor less than all of the Shares for which it has subscribed.

RESPONSIBILITY

Except as otherwise expressly required by applicable law or as agreed to in contract, no representation, warranty or
undertaking (express or implied) is made and no responsibilities or liabilities of any kind or nature whatsoever are accepted
by any dealer as to the accuracy or completeness of the information contained in the Prospectus or any other information
provided by the issuer in connection with the offering of these securities in Canada.

Investing in these securities involves risks. Prospective investors should refer to the risk factors set forth in the Prospectus
for additional information concerning these risks.

Canada — Enforcement of Legal Rights

The Adviser and the Fund, and the directors and officers of the Adviser and the Fund, are located outside of Canada, and as
a result, it may not be possible for Canadian purchasers to effect service of process within Canada upon the Fund, the
Adviser or their directors or officers. All or a substantial portion of the assets of the Fund, the Adviser and their directors
and officers may be located outside of Canada, and as a result, it may not be possible to satisfy a judgment against the Fund
or such persons in Canada or to enforce a judgment obtained in Canadian courts against the Fund or such persons outside
of Canada.

Canada — Statutory Rights of Action for Damages or Rescission

The Fund is an “eligible foreign security,” as defined in Multilateral Instrument 45-107 Listing Representation and Statutory
Rights of Action Disclosure Exemptions and Ontario Securities Commission Rule 45-501 Ontario Prospectus and
Registration Exemptions. Securities legislation in certain provinces or territories of Canada may provide a purchaser with
remedies for rescission or damages if the Prospectus (including any amendment thereto) contains a misrepresentation,
provided that the remedies for rescission or damages are exercised by the purchaser within the time limit prescribed by the
securities legislation of the purchaser’s province or territory. The purchaser should refer to any applicable provisions of the
securities legislation of the purchaser’s province or territory for particulars of these rights or consult with a legal advisor.

Canada — Income Tax Considerations

Any discussion of taxation and related matters contained in the Prospectus is not a comprehensive description of all the tax
considerations that may be relevant to a decision to purchase these securities. Prospective purchasers of the Shares should
consult their own tax adviser with respect to any taxes payable in connection with the acquisition, holding, or disposition of
the Shares. It is recommended that tax advisers be employed in Canada, as there are a number of substantive Canadian tax
compliance requirements for Canadian purchasers.

Canada — Conversion of Amounts into Canadian Dollar Equivalent
Unless specifically stated otherwise, all dollar amounts contained in the Prospectus are in U.S. dollars and must be converted
into Canadian dollars based on the prevailing relevant foreign exchange rate at the time such amounts arise.

Canada — Financial Information

Financial information contained in the Prospectus may have been prepared in accordance with accounting practices which
differ in certain respects from those accounting principles used in other jurisdictions, including Canada. Prospective
purchasers should conduct their own investigation and analysis of the business, data and transaction described herein and
consult their own financial advisers.

Canada — Resale Restrictions

The distribution of Shares in Canada is being made on a private placement basis only and is exempt from the requirement
that the Fund prepare and file a prospectus with the relevant Canadian securities regulatory authorities. Accordingly, any



resale of the Shares must be made in accordance with applicable Canadian securities laws which may require resales to be
made in accordance with prospectus requirements and dealer registration requirements or exemptions from dealer
registration requirements and prospectus requirements. These resale restrictions may in some circumstances apply to resales
of the Shares outside of Canada. Purchasers in Canada are advised to seek legal advice prior to any resale of the Shares.

The Fund is not a “reporting issuer,” as such term is defined under applicable Canadian securities legislation, in any province
or territory of Canada in which the Shares will be offered. Under no circumstances will the Fund be required to file a
prospectus or similar document with any securities regulatory authority in Canada qualifying the resale of the Shares to the
public in any province or territory of Canada. Canadian investors are advised that the Fund currently does not intend to file a
prospectus or similar document with any securities regulatory authority in Canada qualifying the resale of the Shares to the
public in any province or territory of Canada in connection with this offering. Therefore, there will be no public market in
Canada for the Shares and the resale or transfer of the Shares will be subject to restrictions.

Canada — Representations of Canadian Purchasers

Each purchaser and beneficial owner of Shares resident in Canada will be deemed to have represented to the Fund, the
Adviser and their associates, any placement agent and any dealer who sells Shares in the Fund to such purchaser that:

(a) the offer and sale of Shares were made exclusively through the final version of the Prospectus and was not made
through an advertisement of such Shares in any printed media of general and regular paid circulation, radio,
television or telecommunications, including electronic display, or any other form of advertising in Canada;

(b) such purchaser has reviewed and acknowledges the terms of the Prospectus, including in respect of applicable
resale restrictions;

(c) where required by law, such purchaser is purchasing as principal, or is deemed to be purchasing as principal in
accordance with applicable securities laws of the province in which the purchaser is resident, for its own account
and not as agent for the benefit of another person;

(d) such purchaser or any ultimate purchaser for which such purchaser is acting as agent is entitled under applicable
Canadian securities laws to purchase such Shares without the benefit of a prospectus qualified under such
securities laws, and without limiting the generality of the foregoing, is an “accredited investor” as defined in
Section 1.1 of National Instrument 45-106 Prospectus Exemption (“NI 45-106”), fulfils the requirements of
Section 2.3 of NI 45-106 and was not created and is not being used solely to purchase or hold securities as an
*accredited investor,” or fulfils the requirements of Section 2.10 of NI 45-106;

(e) if such purchaser is resident in the provinces of Ontario or Quebec, such purchaser is a “permitted client” as
defined in Multilateral Instrument 32-102 — “Registration Exemptions for Non-Resident Investment Fund
Managers” (“NI 32-1027);

(f) is either (i) purchasing the Shares from or through a dealer that is registered as an investment dealer or exempt
market dealer under the securities legislation of the purchaser’s jurisdiction of resident, or (ii) such investor or
any ultimate investor for which such investor is acting as agent is a “permitted client” as defined in Section 1.1
of National Instrument 31-103;

(9) to the best of the investor’s knowledge, none of the funds to be provided by or on behalf of the investor to the Fund
or its agents are being tendered on behalf of a person or entity who has not been identified to the investor;

(h) the investor certifies that none of the funds being used to purchase the Shares are, to the investor’s knowledge,
proceeds obtained or derived, directly or indirectly, as a result of illegal activities and that:

¢ the funds being used to purchase the Shares and advanced by or on behalf of the investor to the Fund or
its agents do not represent proceeds of crime for the purpose of the Proceeds of Crime (Money
Laundering) and Terrorist Financing Act (Canada) (the “PCMLA”); and



(i)

)

o the investor is not a person or entity identified in the Regulations Implementing the United Nations
Resolutions on the Suppression of Terrorism, the United Nations Al-Qaida and Taliban Regulations, the
Regulations Implementing the United Nations Resolution on the Democratic People’s Republic of Korea,
the Regulations Implementing the United Nations Resolution on Iran, the United Nations Céte d’lvoire
Regulations, the United Nations Democratic Republic of Congo Regulations, the Regulation
Implementing the United Nations Resolution on Liberia, the Regulation Implementing the United Nations
Resolution on Libya and Taking Special Economic Measures, the Regulation Implementing the United
Nations Resolution on Eritrea, the Regulation Implementing the United Nations Resolution on Somalia,
the United Nations Sudan Regulations, the Special Economic Measures (Zimbabwe) Regulations, the
Special Economic Measures (Iran) Regulations, the Special Economic Measures (Syria) Regulations or
the Special Economic Measures (Burma) Regulations (collectively, the “Trade Sanctions”);

acknowledges that the Fund or its agents may in the future be required by law to disclose the investor’s name
and other information relating to the investor and any purchase of the Shares, on a confidential basis, pursuant
to the PCMLA, the Criminal Code (Canada) and the Trade Sanctions or as otherwise may be required by
applicable laws, regulations or rules, and by accepting delivery of the Prospectus, the investor will be deemed
to have agreed to the foregoing;

it shall promptly notify the Fund or its agents if the investor discovers that any such representations cease to be
true, and shall provide the Fund or its agents with appropriate information in connection therewith; and

(k) where required by applicable securities laws, regulations or rules, the investor will execute, deliver and file such

reports, undertakings and other documents relating to the purchase of the Shares by the investor as may be
required by such laws, regulations and rules, or assist the Fund or its agents, as applicable, in obtaining and
filing such reports, undertakings and other documents.

In addition, each purchaser and beneficial owner of Shares resident in Canada will be deemed to have represented to the
Fund, the Adviser and their associates that such person:

(a)

(b)
(©)

has been notified that:

o the Fund, the Adviser and their associates are required to provide certain personal information (“personal
information”) pertaining to the beneficial owner of the Shares as required to be disclosed in Schedule I of
Form 45-106F1 under NI 45-106 (including its name, address, telephone number and the number and
value of any shares purchased), which Form 45-106F1 is required to be filed by the Fund and the Adviser
under NI 45-106;

e such personal information will be delivered to the Ontario Securities Commission (the “OSC”) in
accordance with NI 45-106;

e such personal information is being collected indirectly by the OSC under the authority granted to it under
the securities legislation of Ontario;

e such personal information is being collected for the purposes of the administration and enforcement of the
securities legislation of Ontario; and

o that the public official in Ontario who can answer questions about the OSC’s indirect collection of such
personal information is the Administrative Support Clerk at the Ontario Securities Commission, Suite
1903, Box 55, 20 Queen Street West, Toronto, Ontario M5H 3S8, Telephone: (416) 593-3684; and

has authorized the indirect collection of the personal information by the OSC; and

acknowledges that its name, address, telephone number and other specified information, including the number
of Shares it has purchased and the aggregate purchase price paid by the purchaser, may be disclosed to other
Canadian securities regulatory authorities and may become available to the public in accordance with the
requirements of applicable laws and by purchasing Shares, the purchaser consents to the disclosure of such
information; and will consult their own legal and tax advisers with respect to the tax consequences of an



investment in Shares in their particular circumstances and with respect to the eligibility of such Shares for
investment by such investor under relevant Canadian legislation.

Canada — Notice from the Adviser

The Adviser is not registered in any jurisdiction in Canada as an investment fund manager, and if/when the Adviser solicits
investors in Ontario or Quebec, the Adviser shall be relying upon an exemption from investment fund manager registration
under NI 32-102.

The jurisdiction in which the Adviser’s head office or principal place of business is located is the state of New York, United
States of America.

The name and address of the agent for service of process of the investment manager in the provinces of Ontario and Quebec
shall be provided to prospective investors on request.

There may be difficulty enforcing legal rights against the Adviser because it is not registered in Canada, its head office or
principal place of business is located outside of Canada, and all or substantially all of its assets may be situated outside of
Canada.

Rights for Purchasers in Ontario

Section 130.1 of the Ontario Act provides that every purchaser of securities pursuant to an offering memorandum (such as
the Prospectus) shall have a statutory right of action for damages or rescission in the event that such offering memorandum
contains a misrepresentation. Where used herein, “misrepresentation” means an untrue statement of a material fact (meaning
a fact that would reasonably be expected to have a significant effect on the value of the Shares) or an omission to state a
material fact that is required to be stated or that is necessary to make any statement not misleading in light of the
circumstances in which it was made. A purchaser who purchases securities offered by an offering memorandum during the
period of distribution has, without regard to whether the purchaser relied upon the misrepresentation, a right of action for
damages or, alternatively, while still the owner of the securities, for rescission provided that:

(a) if the purchaser exercises its right of rescission, it shall cease to have a right of action for damages;

(b) the Fund and the Adviser will not be liable if they prove that the purchaser purchased the securities with
knowledge of the misrepresentation;

(c) the Fund and the Adviser will not be liable for all or any portion of damages that they prove do not represent
the depreciation in value of the securities as a result of the misrepresentation relied upon; and

(d) in no case shall the amount recoverable exceed the price at which the securities were offered. Section 138 of
the Ontario Act provides that no action shall be commenced to enforce these rights more than:

a. inthe case of an action for rescission, 180 days from the day of the transaction that gave rise to the
cause of action; or
b. in the case of an action for damages, the earlier of:

i. 180 days from the day that the purchaser first had knowledge of the facts giving rise to the
cause of action; or

ii. three years from the day of the transaction that gave rise to the cause of action.

The rights referred to in Section 130.1 of the Ontario Act do not apply in respect of an offering memorandum (such as the
Prospectus) delivered to a prospective purchaser in connection with a distribution made in reliance on the exemption from
the prospectus requirement in Section 73.3(2) of the Ontario Act (the “Accredited Investor” exemption) if the prospective
purchaser is:

(a) a Canadian Financial Institution (as defined in NI 45-106) or a Schedule Il Bank;



(b) the Business Development Bank of Canada incorporated under the Business Development Bank of Canada Act
(Canada); or

(c) asubsidiary of any person referred to in paragraphs (a) or (b), if the person owns all of the voting securities of
the subsidiary, except the voting securities required by law to be owned by directors of that subsidiary.

The rights of action for damages or rescission under the Ontario Act are in addition to and do not derogate from any other
right which a purchaser may have at law.

Rights for Purchasers in Québec

Legislation has been adopted in Québec, but is not yet in force, that will provide the purchasers of the securities with a
statutory right to sue (if proclaimed in force). Until such time as this legislation is in force, in addition to any other right or
remedy available to the purchasers of the securities under ordinary civil liability rules, purchasers are granted the same
rights of action for damages or rescission as purchasers in Ontario. If and when this legislation is in force, then purchasers
of the securities residing in the province of Québec will no longer have the rights granted to purchasers in Ontario and the
following will apply, in addition to any other right or remedy available to purchasers of securities residing in the province
of Québec under ordinary civil liability rules:

If there is a misrepresentation in the offering document, purchasers will have a statutory right to sue:

(a) to cancel subscription agreement to buy the securities or to revise the price at which the securities were sold to
the purchaser; and

(b) for damages against the issuer, the persons in charge of the issuer’s patrimony, the dealer(s) under contract to
the issuer in connection with the sale of the securities and any expert whose opinion appears in the offering
document if such opinion contains a misrepresentation.

This statutory right to sue will be available to purchasers whether or not purchasers have relied on the offering document.
Purchasers will be able to elect to cancel their agreement to buy the securities or to bring an action to revise the price without
prejudice to their claim for damages.

However, there will be various defenses available to the persons that purchasers will have a right to sue. For example, they
will have a defense if purchasers knew of the misrepresentation when they purchased the securities. In an action for damages,
a person listed above, other than the issuer or the persons in charge of the issuer’s patrimony, will not be liable if that person
acted with prudence and diligence.

In addition, the defendant will not be liable for a misrepresentation in forward-looking information if the defendant proves
that:

() the offering document contains, proximate to the forward-looking information, reasonable cautionary language
identifying the forward-looking information as such, and identifying material factors that could cause actual
results to differ materially from a conclusion, forecast or projection in the forward-looking information, and a
statement of material factors or assumptions that were applied in drawing a conclusion or making a forecast or
projection; and

(b) there was a reasonable basis for drawing the conclusion or making the forecasts and projections set out in the
forward-looking information.

If purchasers of securities intend to rely on the rights described in (a) or (b) above, they will have to do so within strict time
limitations. Purchasers will have to commence an action to cancel the agreement or revise the price within three years after
the date of the purchase. Purchasers will have to commence an action for damages within the earlier of (i) three years after
they first had knowledge of the facts giving rise to the cause of action (except on proof of tardy knowledge imputable to
purchaser’s negligence) or (ii) five years after the filing of the offering document with the Autorité des marchés financiers.



This summary is subject to the express provisions of the securities act (Québec) and the regulations and rules made under
it, and you should refer to the complete text of those provisions.

Rights for Purchasers in Alberta and British Columbia

Purchasers of the Shares resident in Alberta and British Columbia, do not have a statutory right of action for damages or
rescission and therefore will be entitled, pursuant to the subscription agreement to be entered into between each such
purchaser and the Fund in connection with the offering, to a contractual right of action for damages or rescission that is
equivalent to the statutory right of action for damages or recession available to purchasers resident in Ontario and referred
to under “Rights for Purchasers in Ontario” above (including insofar as such right may be subject to defences and limitations
available under applicable regulation).

Canada — Language of Documents in Canada

Upon receipt of this document, each investor in Canada hereby confirms that it has expressly requested that all documents
evidencing or relating in any way to the sale of the Shares (including for greater certainty any purchase confirmation or any
notice) be drawn up in the English language only.

Par la réception de ce document, chaque investisseur canadien confirme par les présentes qu’il a expressément exigé que
tous les documents faisant foi ou se rapportant de quelque maniére que ce soit & la vente des valeurs mobiliéres décrites
aux présentes (incluant, pour plus de certitude, toute confirmation d’achat ou tout avis) soient rédigés en anglais seulement.

NOTICE TO RESIDENTS OF THE CARIBBEAN

The Fund and any other products or services referenced in the Prospectus may not be licensed in all jurisdictions, and unless
otherwise indicated, no regulator or government authority has reviewed the Prospectus or any other document or material
issued in connection with the offer or sale of Shares of the Fund or the merits of the products and services referenced in
such materials. The Prospectus and any other document or material issued in connection with the offer or sale of Shares of
the Fund does not constitute or form part of any investment advice or an offer or solicitation of an offer to buy any investment
products in the Caribbean or in any jurisdiction in which the offer of the Fund and any other products or services referenced
in such documents would be unlawful under the securities laws of that jurisdiction.

If you receive a copy of the Prospectus, you may not treat this as constituting an offer, and you should note that there may
be restrictions or limitations as to whom these materials may be made available. The Prospectus is directed at and intended
for institutional investors (as such term is defined in the various jurisdictions). The Prospectus is provided on a confidential
basis for informational purposes only and may not be reproduced in any form. Before acting on any information in the
Prospectus, prospective clients should inform themselves of and observe all applicable laws and regulations of any relevant
jurisdictions, including, inter alia, any foreign exchange restrictions that may be relevant thereto. Any entity responsible for
forwarding this material to other parties takes responsibility for ensuring compliance with applicable securities.

NOTICE TO RESIDENTS OF THE CAYMAN ISLANDS
The Prospectus is not an invitation to the public in the Cayman Islands to subscribe for Shares.

NOTICE TO RESIDENTS OF CHILE
Date of the offer: April 2026

1. This offer is made pursuant to Rule 336 issued by the Comision para el Mercado Financiero of Chile (CMF);

2. This offer deals with securities that are not registered in the Securities Registry nor in the Foreign Securities
Registry kept by the CMF, and that are, therefore, not subject to the supervision of the CMF;

3. Given that the securities are not registered, there is no obligation for the issuer to disclose in Chile public
information about said securities; and

4. The securities may not be publicly offered as long as they are not registered in the corresponding Securities
Registry.



Fecha de inicio de la oferta: Abril 2026

a. Lapresente oferta se acoge a la Norma de Caracter General N° 336 de la Comision para el Mercado Financiero
(CMF) de Chile;

b. La presente oferta versa sobre valores no inscritos en el Registro de Valores o en el Registro de Valores
Extranjeros que lleva la Comision para el Mercado Financiero, por lo que los valores sobre los cuales ésta versa,
no estan sujetos a su fiscalizacion;

c. Que por tratarse de valores no inscritos, no existe la obligacion por parte del emisor de entregar en Chile
informacidn publica respecto de estos valores; y

d. Estos valores no podrén ser objeto de oferta publica mientras no sean inscritos en el Registro de Valores
correspondiente.

NOTICE TO RESIDENTS OF CHINA

No invitation to offer, or offer for, or sale of, the Shares will be made in the People’s Republic of China (“PRC”) (which,
for such purpose, does not include the Hong Kong or Macau Special Administrative Regions or Taiwan) or by any means
that would be deemed public under the laws of the PRC. The information relating to the Shares contained in the Prospectus
has not been submitted to or approved by the China Securities Regulatory Commission or any other relevant governmental
authority in the PRC. The Shares may only be offered or sold to investors in the PRC that are expressly authorized under
the laws and regulations of the PRC to buy and sell securities denominated in a currency other than the Renminbi (or RMB),
which is the official currency of the PRC. Potential investors who are resident in the PRC are responsible for obtaining the
required approvals from all relevant government authorities in the PRC, including, but not limited to, the State
Administration of Foreign Exchange, before purchasing the Shares. This document further does not constitute any securities
or investment advice to citizens of the PRC, or nationals with permanent residence in the PRC, or to any corporation, Fund,
or other entity incorporated or established in the PRC.

NOTICE TO RESIDENTS OF COLOMBIA

The Prospectus does not have the purpose or the effect of initiating, directly or indirectly, the purchase of a product or the
rendering of a service by the Fund to Colombian residents. The Fund’s products and/or services may not be promoted or
marketed in Colombia or to Colombian residents unless such promotion and marketing is made in compliance with Decree
2555 of 2010 and other applicable rules and regulations related to the promotion of foreign financial and/or securities related
products or services in Colombia. Neither the Fund nor any related person or entity has received authorization or licensing
from the Financial Superintendency of Colombia or any other governmental authority in Colombia to market or sell the
Shares within Colombia.

By receiving the Prospectus, each recipient resident in Colombia acknowledges and agrees that it has contacted the Adviser
or Fund at its own initiative and not as a result of any promotion or publicity by the Adviser, the Fund or any of their
respective agents or representatives. Colombian residents acknowledge that (1) the receipt of the Prospectus does not
constitute a solicitation from the Fund for its products and/or services, and (2) they are not receiving from the Fund any
direct or indirect promotion or marketing of financial products and/or services.

The Prospectus is strictly private and confidential and may not be reproduced or used for any purpose other than evaluation
of a potential investment in the Fund by the intended recipient or provided to any person or entity other than the intended
recipient.

NOTICE TO RESIDENTS OF COSTA RICA

Any offer of Shares under this Prospectus will occur outside of Costa Rica and will not be registered before the General
Superintendence of Securities (“SUGEVAL”), The addressee acknowledges that it has approached the seller of the Shares
on a Reverse Enquiry basis and subjects itself to the laws of the jurisdiction of the issuer. This Prospectus is confidential
and is not to be reproduced or distributed to third parties as this is NOT a public offering of securities in Costa Rica.



Any private offering that exceeds the amount of one million US dollars ($1,000,000.00 USD) must be accredited before
SUGEVAL, pursuant to article 8bis of the Regulations on the Public Offering of Securities (Reglamento sobre Oferta
Pablica de Valores).The Shares being offered is not intended for the Costa Rican public or market and neither is registered
or will be registered before the SUGEVAL, nor can be traded in the secondary market in Costa Rica.

NOTICE TO RESIDENTS OF THE DOMINICAN REPUBLIC

The Prospectus does not constitute an offer or solicitation to the public in the Dominican Republic to subscribe for the
Shares discussed herein, and any transaction contemplated hereby will take place on a private placement basis only. The
Shares have not been and will not be registered with the Dominican Securities Superintendence, an independent credit risk
rating has not been obtained, the Shares cannot be negotiated on a secondary market, and the investor cannot benefit from
the special protection conferred by the Dominican Securities Law for public offerings.

Any public offering, as defined under the laws and regulations of the Dominican Republic, of the Shares in the Dominican
Republic is not legal without prior registration.

NOTICE TO RESIDENTS OF ECUADOR

The Prospectus relates to a foreign Fund which is not subject to any form of local regulation by the Ecuadorian authorities.
Ecuadorian authorities and entities are not responsible for reviewing or verifying any Prospectus or other documents in
connection with this Fund and have not approved the Prospectus or any other associated documents nor taken any steps to
verify the information set out herein and has no responsibility for it.

NOTICE TO RESIDENTS OF EL SALVADOR

The Shares have not been and will not be offered in the course of a public offering or of equivalent marketing in El Salvador.
The Shares have neither been registered for public distribution in EI Salvador not been the subject matter of a prospectus
compliant with applicable law in El Salvador. The recipient of the Prospectus hereby acknowledges that the Prospectus has
been provided on a private placement basis.

NOTICE TO PERSONS IN THE EUROPEAN ECONOMIC AREA (“EEA”)

The Fund is an alternative investment fund for the purpose of the European Union Alternative Investment Fund Managers
Directive (Directive 2011/61/EU) (“AIFMD”). The Adviser is the alternative investment fund manager (“AIFM”) of the
Fund.

Shares in the Fund are not being offered or marketed to investors who are domiciled or have a registered office in the EEA
except where the Fund is registered for marketing in compliance with directive 2011/61/EU of the European Parliament and
of the council on AIFMD. Where this Prospectus can be provided lawfully to prospective investors in EEA member states
(including in response to an express unsolicited request with regard to a potential investment in the Fund), it is restricted to
professional investors. A “professional investor” is an investor which is considered to be a professional client, or who may,
on request, be treated as a professional client within the meaning of annex ii of directive (2014/65/EU) on markets in
financial instruments. As a consequence the Fund does not intend to issue a key information document for the purposes of
regulation (EU) No 1286/2014 on key information documents for Packaged Retail and Insurance-Based Investment
Products (“PRIIPS”). Persons who are not professional investors may not receive and should not act or rely on this
Prospectus or any other marketing materials relating to the Fund.

A list of jurisdictions in which the Fund has been registered or authorized (as applicable) under Article 42 of AIFMD is
available from the AIFM on request.

NOTICE TO RESIDENTS OF GERMANY

The content of this Prospectus has not been verified by the German Federal Financial Supervisory Authority (Bundesanstalt
fur Finanzdienstleistungsaufsicht, “BaFin”).

Shares in the Fund may only be marketed or acquired within Germany in accordance with the German Capital Investment
Act (Kapitalanlagegesetzbuch, “KAGB”) and any laws and regulations applicable in Germany governing the issue, offering,
marketing and sale of the Shares.



Shares in the Fund may be marketed in Germany only to “professional investors” or “semi-professional” as defined in the
KAGB and the AIFMD.

Shares in the Fund may not be marketed in Germany to “semi-professional investors” or “private investors” as
defined in the KAGB.

To the extent this Prospectus provides information on investment vehicles and partnerships other than the Fund, the
information is for investor disclosure purposes only. Shares in the Fund may not be marketed in Germany within
the meaning of § 293 para. 1 KAGB unless their marketing complies with the marketing rules of the KAGB.

Each potential investor is advised to consider possible tax consequences and to consult its own tax counsel.

NOTICE TO RESIDENTS OF GREECE

The Prospectus and the information contained herein does not constitute and is not intended to constitute an offer of
securities and accordingly should not be construed as such. The Fund and any other products or services referenced in the
Prospectus may not be licensed in all jurisdictions, and unless otherwise indicated, no regulator or government authority
has reviewed this document or the merits of the products and services referenced herein. The Prospectus and the information
contained herein has been made available in accordance with the restrictions and/or limitations implemented by any
applicable laws and regulations. The Prospectus is directed at and intended to be dispatched only to institutional or qualified
investors (as such term is defined in each jurisdiction in which the Fund is marketed). The Prospectus is provided on a
confidential basis for informational purposes only and may not be reproduced in any form. The Prospectus is for the use of
the named addressee only and should not be given, forwarded or shown to any other person (other than employees, agents
or consultants in connection with the addressee’s consideration thereof).

Before acting on any information included in the Prospectus, investors should inform themselves of and observe all
applicable laws, rules and regulations of any relevant jurisdictions and obtain independent legal, financial, tax or other
advice if required. THE FUND HAS NO GUARANTEED RETURN AND PAST PERFORMANCE DOES NOT
GUARANTEE FUTURE RESULTS.

NOTICE TO RESIDENTS OF GUATEMALA

The Prospectus and any accompanying information (the “Materials”) are intended solely for informational purposes and do
not constitute (and should not be interpreted to constitute) the offering, selling, or conducting of business with respect to
such securities, products or services in the jurisdiction of the addressee (this “Jurisdiction™), or the conducting of any
brokerage, banking or other similarly regulated activities (“Financial Activities”) in this Jurisdiction. The Fund, the
securities, products and services described herein, are not registered (or intended to be registered) in this Jurisdiction.
Furthermore, neither the Fund, nor the securities, products, services or activities described herein, are regulated or
supervised by any governmental or similar authority in this Jurisdiction. The Materials are private, confidential and are sent
by the Fund only for the exclusive use of the addressee. The Materials must not be publicly distributed and any use of the
Materials by anyone other than the addressee is not authorized. The addressee is required to comply with all applicable laws
in this Jurisdiction, including, without limitation, tax laws and exchange control regulations, if any.

NOTICE TO RESIDENTS OF GUERNSEY

Neither the Guernsey Financial Services Commission nor the States of Guernsey take any responsibility for the financial
soundness of the Fund or for the correctness of any of the statements made or opinions expressed with regard to it.

If you are in any doubt about the contents of the Prospectus you should consult your accountant, legal or professional adviser
or financial adviser.

The Adviser has taken all reasonable care to ensure that the facts stated in the Prospectus are true and accurate in all material
respects, and that there are no other facts the omission of which would make misleading any statement in the document,
whether of facts or of opinion. The Adviser accepts responsibility accordingly.

It should be remembered that the price of Shares and the income from them can go down as well as up.



The Prospectus has not been approved or authorized by the Guernsey Financial Services Commission (the “Commission”)
or the States of Guernsey nor has it been delivered to the Commission pursuant to the Prospectus Rules and Guidance 2021
issued under the Protection of Investors (Bailiwick of Guernsey) Law, 2020 (the “POI Law”) and therefore the Prospectus
may not be circulated by way of public offer in the Bailiwick of Guernsey.

The Prospectus may only be distributed or circulated directly or indirectly in or from within the Bailiwick of Guernsey (i)
by persons licensed to do so by the Commission under the POI Law or (ii) to persons licensed under the POI Law, the
Banking Supervision (Bailiwick of Guernsey) Law, 2020 (as amended), the Insurance Business (Bailiwick of Guernsey)
Law, 2002 (as amended), the Insurance Managers and Insurance Intermediaries (Bailiwick of Guernsey) Law, 2002 (as
amended), the Regulation of Fiduciaries, Administration Businesses and Company Directors, etc. (Bailiwick of
Guernsey) Law, 2020 (as amended) or the Lending, Credit and Finance (Bailiwick of Guernsey) Law, 2022 (as amended).

NOTICE TO RESIDENTS OF HONDURAS

The Shares described herein are not securities regulated by the National Banking and Insurance Commission or a Securities
Brokerage Firm in Honduras. The Shares may not be offered or sold in Honduras except in circumstances which do not
constitute a public offer. Any investment in Shares of the Fund is done at the investor’s own risk.

NOTICE TO RESIDENTS OF HONG KONG SAR

Warning — The contents of the Prospectus have not been reviewed nor endorsed by any regulatory authority in Hong Kong.
Hong Kong residents are advised to exercise caution in relation to the offer. If you are in any doubt about any of the contents
of the Prospectus, you should obtain independent professional advice.

The Fund is not authorized by the Securities and Futures Commission (“SFC”) in Hong Kong pursuant to Section 104 of
the Securities and Futures Ordinance (“SFO”). The Prospectus has not been approved by the SFC in Hong Kong, nor has a
copy of it been registered with the Registrar of Companies in Hong Kong. Accordingly:

1. Shares may not be offered or sold in Hong Kong by means of the Prospectus or any other document other than
to “professional investors” within the meaning of Part | of Schedule 1 to the SFO and any rules made under the
SFO, or in other circumstances which do not result in the document being a “prospectus” as defined in the Hong
Kong Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong) (“CWUMPQO”) or which do not constitute an offer or invitation to the public for the purposes of the
CWUMPO or the SFO; and

2. No person shall issue or possess for the purpose of issue, whether in Hong Kong or elsewhere, any
advertisement, invitation or document relating to the Shares which is directed at, or the contents of which are
likely to be accessed or read by, the public in Hong Kong (except if permitted to do so in (1) above or under
the laws of Hong Kong) other than with respect to Shares which are or are intended to be disposed of only to
persons outside Hong Kong or only to “professional investors”.

The Prospectus is distributed on a confidential basis and may not be reproduced in any form or transmitted to any person
other than the person to whom it is addressed. No Shares in the Fund will be issued to any person other than the person to
whom the Prospectus has been addressed and no person other than such addressee may treat the same as constituting an
invitation for him to invest.

NOTICE TO RESIDENTS OF THE ISLE OF MAN

The Fund and any other products or services referenced in the Prospectus are not licensed in the Isle of Man, and unless
otherwise indicated, no regulator or government authority in the Isle of Man has reviewed the Prospectus or any other
document or material issued in connection with the offer or sale of Shares of the Fund or the merits of the products and
services referenced in such materials. The Prospectus and the information contained herein has been made available in
accordance with the restrictions and/or limitations implemented by applicable laws and regulations in the Isle of Man. The
Prospectus is provided on a confidential basis for informational purposes only and may not be reproduced in any form. Before
acting on any information in the Prospectus, prospective investors should inform themselves of and observe all applicable laws,
rules and regulations in the Isle of Man with respect to the acquisition, holding or disposal of Shares or the ongoing provision of



services and obtain independent advice if required. Prospective investors should also be aware that investors in the Fund are not
protected by any statutory compensatory scheme. The Prospectus is for the use of the named addressee only and should not be
given, forwarded or shown to any other person (other than employees, agents or consultants in connection with the addressee’s
consideration thereof). Any entity responsible for forwarding this material to other parties takes responsibility for ensuring
compliance with applicable securities laws.

NOTICE TO RESIDENTS OF ISRAEL

Capitalized terms that are used in the following paragraphs and are not otherwise defined herein, shall have the meaning
ascribed to them under the Regulation of Investment Advice, of Investment Marketing, and of Portfolio Management Law,
1995 (the “Investment Advice Law”).

The Prospectus, as well as investment in the Fund described herein, is directed at and intended for investors that fall within
at least one category in each of: (1) the First Schedule of the Israeli Securities Law, 1968 (“Sophisticated Investors”); and
(2) the First Schedule of the Investment Advice Law (“Qualified Clients™).

No action has been taken or will be taken in Israel that would permit the public offering of the Fund, or distribution of
materials that relate to investment therein to the public in Israel. Neither this document, nor any other document that relates
to the Fund, has been approved by the Israel Securities Authority.

It is hereby noted that with respect to Qualified Clients, the Adviser is not obliged to comply with the following requirements
of the Investment Advice Law: (1) ensuring the compatibility of service to the needs of client; (2) engaging in a written
agreement with the client, the content of which is as described in section 13 of the Investment Advice Law; (3) providing
the client with appropriate disclosure regarding all matters that are material to a proposed transaction or to the advice given;
(4) a prohibition on preferring certain Securities or other Financial Assets; (5) providing disclosure about “extraordinary
risks” entailed in a transaction (and obtaining the client’s approval of such transactions, if applicable); (6) a prohibition on
making Portfolio Management fees conditional upon profits or number of transactions; (7) maintaining records of
advisory/discretionary actions.

By receiving this document you hereby declare that you are a Sophisticated Investor and a Qualified Client, that you are
aware of the implications of being considered a Sophisticated Investor and a Qualified Client (including the implications
mentioned in the above paragraph), and consent thereto. Any Investor which is either: (1) not a Sophisticated Investor; or
(2) not a Qualified Client — must immediately return the Prospectus to the Adviser or the Fund. The Prospectus is for the
use of the named addressee only and should not be given, forwarded or shown to any other person (other than employees,
agents or consultants in connection with the addressee’s consideration thereof). In any case, the Fund shall not be offered
or sold to any investor in Israel which is not a Sophisticated Investor.

The Prospectus is not intended to serve, and should not be treated as Investment Advice or Investment Marketing.
Accordingly, the content of the Prospectus does not replace and should not serve as substitution for Investment Marketing
or Investment Advising that take into account the special characteristics and needs of each investor. The Adviser is affiliated
with the Fund, has a personal interest in the sale of the Fund and might prefer the Fund over other Financial Assets. The
Adviser does not hold a license or have insurance as required under the Investment Advice Law.

NOTICE TO RESIDENTS OF JAPAN

The Prospectus is not, and under no circumstances is to be considered as, a public offering of securities in Japan. No
registration pursuant to Article 4 paragraph 1 of Japan’s Financial Instruments and Exchange Act (“FIEA”) has been or will
be made with respect to the solicitation of applications for acquisition of the Shares of the Fund on the grounds that such
solicitation would constitute a “solicitation for qualified institutional investors” as set forth in Article 23-13, paragraph 1 of
the FIEA. The offering is made on the condition that each investor enters into an agreement whereby the investor covenants
not to transfer its Shares (i) to persons other than qualified institutional investors as defined in Article 2, paragraph 3, item
1 of the FIEA (“QIIs™), or (ii) without entering into an agreement whereby the transferee covenants not to transfer its Shares
to persons other than Qlls. The Prospectus is distributed on a confidential basis and may not be reproduced in any form or
transmitted to any person other than the persons to whom it is addressed. No Shares in a Fund will be issued to any person
other than the person to whom the Prospectus has been addressed and no persons other than such addressees may treat the
same as constituting an invitation for them to invest.



NOTICE TO RESIDENTS OF JERSEY

The Prospectus relates to a private placement and does not constitute an offer to the public in Jersey to subscribe for the
Shares offered hereby. The Fund has no relevant connection with Jersey. No regulatory approval has been sought for the
offer in Jersey. The offer of the Shares is personal to the person to whom the Prospectus is being delivered on behalf of the
Fund, and a subscription for Shares will only be accepted from such person. The Prospectus may not be produced or used
for any other purpose, nor be furnished to any other person other than those to whom it has been so delivered.

NOTICE TO RESIDENTS OF THE REPUBLIC OF KOREA

The Prospectus is not, and under no circumstances is to be considered as, a public offering of securities in Korea. Neither
the Fund nor any distributor may make any representation with respect to the eligibility of any recipients of the Prospectus
to acquire the Fund offered thereby under the laws of Korea, including but without limitation, the Foreign Exchange
Transaction Act of Korea and the regulations thereunder. Once the Fund has been registered under the Financial Investment
Services and Capital Markets Act of Korea (“FSCMA”) for offering and sale only to certain professional investors as
designated under Article 301(2) of the Presidential Decree to the FSCMA, the Fund may be offered, sold or delivered, or
offered or sold to any person for reoffering or resale, directly or indirectly, in Korea or to any resident of Korea only if (x)
the offeree qualifies as the above-mentioned designated professional investor and (y) the offering is otherwise in compliance
with regulations under the FSCMA.

NOTICE TO RESIDENTS OF MEXICO

The Shares have not been, and will not be, registered with the Mexican National Securities Registry (Registro Nacional de
Valores) maintained by the Mexican National Banking Commission, (Comision Nacional Bancaria y de Valores) or the
“CNBV” and may not be publicly offered or sold in the United Mexican States. The Prospectus relating to the Shares
offering may not be distributed publicly in Mexico and the Shares may not be traded in Mexico. The CNBV has not reviewed
or approved these offering materials. This is not a public offering of securities in Mexico.

NOTICE TO RESIDENTS OF MONACO

Neither the Fund nor its agents are licensed or authorized to engage in marketing activities in Monaco. Any marketing or
sale of Shares of the Fund will only be undertaken or made in strict compliance with applicable law in Monaco.

The Prospectus is strictly private and confidential and may not be (1) reproduced or used for any purpose other than
evaluation of a potential investment in the Fund by the intended recipient, or (2) provided to any person or entity other than
the intended recipient.

NOTICE TO RESIDENTS OF NEW ZEALAND

No Shares are offered to the public. Accordingly, the Shares may not, directly or indirectly, be offered, sold or delivered in
New Zealand, nor may any offering document or advertisement in relation to any offer of the Shares be distributed in New
Zealand, other than in circumstances where there is no contravention of the Financial Markets Conduct Act 2013.

NOTICE TO RESIDENTS OF NICARAGUA

For purposes of the Nicaragua Capital Markets Law and rules issued by the Superintendencia de Bancos y de Otras
Instituciones Financieras (the “Bank Superintendence”), the issuer emphasizes that the Shares hereby offered do not
constitute a public offer and, the offer includes Shares which are not registered with the Bank Superintendence. The
information provided in the Prospectus has not been reviewed by any public or private entity, in order to ensure that such
information is complete, accurate and timely. The fundamental principle of this offer is that it consists of a private
transaction amongst private parties.

NOTICE TO RESIDENTS OF PANAMA

The Shares have not been and will not be registered with the Superintendence of the Securities Market of Panama
(Superintendencia del Mercado de Valores de la Republica de Panamd). Accordingly, (i) the Fund cannot be publicly offered
or sold in Panama, except in transactions exempted from registration under the securities laws of Panama, (ii) the
Superintendence of the Securities Market of Panama has not reviewed the information contained in the Prospectus, (iii) the



Fund’s Shares and the offering thereof are not subject to the supervision of the Superintendence of the Securities Market of
Panama, and (iv) the Fund securities do not benefit from the tax incentives provided by Panamanian securities laws and
regulations.

NOTICE TO RESIDENTS OF PARAGUAY

This investment prospect is addressed solely to the person indicated on the letterhead, or in any such case to whom
personally received the same, and therefore it does not imply a public offering of values in accordance with Paraguayan
Securities Market Law No. 5810 of 2017.

The securities and financial products offered herein may not be offered or traded publicly in Paraguay. Accordingly, the
offering of these securities has not been nor will be submitted to the National Securities Commission (“CNV”) for approval.
Documents relating to such offering, as well as the information contained herein and therein may not be supplied to the
public, as a public offering in Paraguay, or be used in connection with any offer for subscription or sale to the public in
Paraguay.

You acknowledge that the securities and financial products offered herein were issued outside of Paraguay and are not
subject to Paraguayan Administration of Investment Funds Law, No. 5452 of 2015, nor supervised or controlled by the
Paraguayan Central Bank or Bank’s Super Quartermaster, nor regulated, covered or protected by Paraguayan Bank,
Financial Institutions and other Credits Institutions Law, No. 861 of 1996, nor the Paraguayan Deposit Insurance Law, No.
2334 of 2003.

You acknowledge that any legal matter arising from this offer shall not be submitted to any Paraguayan government
authority. Any past returns do not guarantee similar future returns. On all stock investment there is a possibility of partial
or total loss of the invested capital, of which the investor is conscious and recognizes to have sufficient knowledge to
evaluate such risk in relation to his total assets.

NOTICE TO RESIDENTS OF PERU

The Fund and any other products or services referenced in the Prospectus may not be licensed in all jurisdictions, and unless
otherwise indicated, no regulator or government authority has reviewed this document or the merits of the products and
services referenced herein.

Specifically, the Shares will not be subject to a public offering in Peru. The Shares described herein have not been and will
not be approved by or registered with the Peruvian Superintendency of Capital Markets (Superintendencia del Mercado de
Valores, or the “SMV”) or the Lima Stock Exchange (Bolsa de Valores de Lima). Accordingly, the Shares may not be
offered or sold in Peru except, among others, if such offering is considered a private offer under the securities laws and
regulations of Peru. The Shares cannot be offered or sold in Peru or in any other jurisdiction except in compliance with the
securities laws thereof. In making an investment decision, institutional investors (as defined by Peruvian law) must rely on
their own examination of the terms of the offering of the Shares to determine their ability to invest in the Shares.

The Prospectus and the information contained herein has been made available in accordance with the restrictions and/or
limitations implemented by any applicable laws and regulations. The Prospectus is directed at and intended for institutional
investors (as such term is defined in each jurisdiction in which the Fund is marketed). The Prospectus is provided on a
confidential basis for informational purposes only and may not be reproduced in any form. Before acting on any information
in the Prospectus, prospective investors should inform themselves of and observe all applicable laws, rules and regulations
of any relevant jurisdictions and obtain independent advice if required. The Prospectus is for the use of the named addressee
only and should not be given, forwarded or shown to any other person (other than employees, agents or consultants in
connection with the addressee’s consideration thereof).

NOTICE TO RESIDENTS OF PHILIPPINES

THE SECURITIES BEING OFFERED OR SOLD IN THE PROSPECTUS HAVE NOT BEEN REGISTERED
WITH THE PHILIPPINES SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES
REGULATION CODE. ANY FUTURE OFFER OR SALE THEREOF IS SUBJECT TO REGISTRATION



REQUIREMENTS UNDER THE CODE UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT
TRANSACTION.

NOTICE TO RESIDENTS OF TAIWAN

The Shares are being made available in Taiwan on a private placement basis only to banks, bills houses, trust enterprises,
insurance companies, securities firms, financial holding companies and other qualified entities or institutions (collectively,
“Qualified Institutions”) and other entities and individuals meeting specific criteria (“Other Qualified Investors™) pursuant
to the private placement provisions of Taiwan Rules Governing Offshore Funds. No other offer or sale of the Shares in
Taiwan is permitted. Taiwan purchasers of the Shares may not sell or otherwise dispose of their holdings except by
redemption, transfer to a Qualified Institution or Other Qualified Investor, transfer by operation of law or other means
approved by the Taiwan Financial Supervisory Commission.

NOTICE TO RESIDENTS OF THAILAND

The Prospectus and the information contained therein does not constitute and is not intended to constitute an offer of
securities under the laws of Thailand and accordingly should not be construed as such. The Fund and any other products or
services referenced in the Prospectus may not be licensed in all jurisdictions, and unless otherwise indicated, no regulator
or government authority has reviewed the Prospectus or the merits of the products and services referenced therein. The
Prospectus and the information contained therein has been made available in accordance with the restrictions and/or
limitations implemented by any applicable laws and regulations. The Prospectus is directed at and intended for institutional
investors (as such term is defined in each jurisdiction in which the Fund is marketed). The Prospectus is provided on a
confidential basis for informational purposes only and may not be reproduced in any form. Before acting on any information
in the Prospectus, prospective investors should inform themselves of and observe all applicable laws, rules and regulations
of any relevant jurisdictions and obtain independent advice if required. The Prospectus is for the use of the named addressee
only and should not be given, forwarded or shown to any other person (other than employees, agents or consultants in
connection with the addressee’s consideration thereof).

NOTICE TO RESIDENTS OF THE UNITED KINGDOM

Where the Prospectus can be provided lawfully to prospective investors in the United Kingdom (including in response to
an express unsolicited request with regard to a potential offer to acquire Shares of the Fund), it is restricted to Professional
Investors. For these purposes, a “Professional Investor” is an investor as defined in Regulation 2 of the United Kingdom
Alternative Investment Fund Managers Regulations 2013 (as amended, the “UK AIFMR™).

The Fund described in the Prospectus may be a Collective Investment Scheme as defined in Section 235 of the Financial
Services And Markets Act 2000 (as amended, the “FSMA?”). It has not been authorized, or otherwise recognized or approved
pursuant to the FSMA and, as an unregulated collective investment scheme, it cannot be promoted to the general
public.Section 21 of the FSMA restricts a person who is not authorised under the FSMA, (an “Unauthorised Person”) from
communicating any invitation or inducement to engage in investment activity in the course of business (the “Financial
Promotion Restriction™), unless such communication falls within a specified exemption. For the purposes of the Financial
Promotion Restriction, the Prospectus will be communicated only to persons to whom a financial promotion can be made
lawfully by an Unauthorised Person (without prior approval of an authorised person) pursuant to the Financial Services And
Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (the “Financial Promotion Order”). Accordingly, the
communication of the Prospectus is being made by or on behalf of the Fund only to and directed only at:

@) where the communication is received within the United Kingdom, to persons who are Professional Investors (as
defined in Regulation 2 of the UK AIFMR) and who:

Q) receive the communication at a time when Shares of the Fund can be marketed lawfully in the United
Kingdom in accordance with the conditions specified in article 29 of the Financial Promotion Order;

(i) have professional experience in matters relating to investments and are ‘investment professionals’ within
the meaning of Article 19(5) of the Financial Promotion Order, or



(iii)  fall within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc.”) of the
Financial Promotion Order, or

(iv) fall within another category of person to whom an invitation or inducement to engage in investment activity
(within the meaning of Section 21 of the FSMA) in connection with the issue or sale of any securities may otherwise
lawfully be communicated or caused to be communicated; or

(b) persons outside the United Kingdom.

The Prospectus and its contents are directed only at such persons and in such circumstances as set out above, and must not
be acted on or relied on by persons except by such persons and in such circumstances as set out above. Any investment or
investment activity to which the Prospectus relates is available to, and will be engaged in only with, such persons and in
such circumstance.

Persons who are Professional Investors falling within a category listed above are referred to as “Relevant Persons”. By
accepting and not immediately returning the Prospectus, recipients warrant that they are Relevant Persons. Shares in the
Fund are available only to Relevant Persons. Any investment or investment activity to which the Prospectus relates is
available to, and will be engaged in, only with Relevant Persons.

NOTICE TO RESIDENTS OF URUGUAY

The sale of Shares of the Fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. The Fund
must not be offered or sold to the public in Uruguay, except in circumstances which do not constitute a public offering or
distribution under Uruguayan laws and regulations. The Shares in the Fund are not and will not be registered with the
Financial Services Superintendency of the Central Bank of Uruguay. The Shares correspond to investment funds that are
not investment funds regulated by Uruguayan law 16,774 dated September 27, 1996, as amended.

This Supplement should be retained with your Prospectus for future reference.



KKR REAL ESTATE SELECT TRUST INC. (the Fund)
SINGAPORE SUPPLEMENT
23 April 2026
Information contained herein is selective, containing specific information in relation to the Fund.
This document (the Singapore supplement) forms part of and must be read in conjunction with the

prospectus for the Fund dated 23 April 2026, as supplemented (the “Prospectus”), (collectively the
“Memorandum”). This document is for distribution in Singapore only.

Capitalized terms not defined herein shall have the meanings defined in the Prospectus, unless otherwise
stated or the context otherwise requires.



The disclosures contained herein are made pursuant to the Securities and Futures (Offers of
Investments) (Collective Investment Schemes) Regulations 2005.

General

This Memorandum does not constitute an offer or solicitation by anyone in any jurisdiction in which such
an offer or solicitation is not authorized or to any person to whom it is unlawful to make such an offer or
solicitation.

The contents of this Memorandum are for informational purposes only, and do not constitute or form
financial advice to buy Shares. This Memorandum was prepared without regard to the specific investment
objectives, financial situation or particular needs of any particular person.

Singapore

The Fund and the offer of the Shares which are the subjects of this Memorandum do not relate to a collective
investment scheme which is authorized by the Monetary Authority of Singapore (“MAS”) under section 286
of the Securities and Futures Act 2001 (Cap. 289) (the “SFA™) or recognized by the MAS under section 287
of the SFA, and Shares of the Fund are not allowed to be offered to the retail public.

This Memorandum (as well as any other document issued in connection with the offer or sale of Shares) is
not a prospectus as defined in the SFA, nor will it be lodged or registered as a prospectus with the MAS
and, accordingly, statutory liability under the SFA in relation to the content of prospectuses does not apply,
and potential investors should carefully consider whether an investment in the Shares is suitable for them.
The MAS assumes no responsibility for the contents of this Memorandum (nor any other document issued
in connection with the offer or sale of the Shares).

No offer of the Shares for subscription or purchase, or invitation to subscribe for or purchase the Shares,
may be made, nor any document or other material (including but not limited to this Memorandum relating
to the Shares) may be circulated or distributed, either directly or indirectly, to any person in Singapore other
than:

i. to an institutional investor (as defined in section 4A of the SFA) pursuant to section 304 of the
SFA;

i. to a relevant person (as defined in section 305(5) of the SFA) pursuant to section 305(1) of the
SFA;

ii.  on terms that the minimum consideration is the equivalent of Singapore dollars 200,000 in
accordance with section 305(2) of the SFA, or

iv.  otherwise pursuant to, and in accordance with the conditions of, any other exemption under the
SFA.

Pursuant to section 305 of the SFA, read in conjunction with regulation 32 of and the Sixth Schedule to the
Securities and Futures (Offers of Investments) (Collective Investment Schemes) Regulations 2005, the
Fund has been entered into the list of restricted schemes maintained by the MAS for the purposes of offering
Shares in the Fund to relevant persons (as defined in section 305(5) of the SFA), or, for the purposes of
offering Shares in the Fund in accordance with the conditions of section 305(2) of the SFA.

Where an offer is made to institutional investors pursuant to section 304 of the SFA, the following restrictions
(under section 304A) apply to Shares acquired pursuant to such an offer. Where such Shares are first sold
to any person other than an institutional investor, the requirements of Subdivisions (2) and (3) of Division 2
to Part Xl of the SFA will apply to the offer resulting in such sale, save where the Shares acquired are of
the same class as, or can be converted into Shares of the same class as, the other Shares:

i. which are listed for quotation on an approved exchange (as defined in the SFA); and
i in respect of which any offer information statement, introductory document, unitholders’ circular for
a reverse take-over, document issued for the purposes of a trust scheme, or any other similar



document approved by an approved exchange (as defined in the SFA), was issued in connection
with an offer of those Shares, or the listing for quotation of those Shares.

Where an offer is made to relevant persons pursuant to section 305 of the SFA, the following restrictions
(under section 305A) apply to Shares acquired pursuant to such an offer.

Where such Shares are first sold to any person other than:

i. an institutional investor;

i a relevant person; or

ii.  onterms in accordance with section 305(2) of the SFA, the requirements of Subdivisions (2) and
(3) of Division 2 to Part XllI of the SFA will apply to the offer resulting in such sale, save where the
Shares acquired are of the same class as other Shares:

=

which are listed for quotation on an approved exchange (as defined in the SFA); and
2. in respect of which any offer information statement, introductory document, unitholders’ circular
for a reverse take-over, document issued for the purposes of a trust scheme, or any other
similar document approved by an approved exchange (as defined in the SFA), was issued in
connection with an offer of those Shares, or the listing for quotation of those Shares.

Further, where the Shares are acquired pursuant to an offer made in reliance on section 305 of the SFA
and the acquirer is:

i. a corporation which is not an accredited investor (as defined in the SFA), whose sole business is
to hold investments and the entire share capital of which is owned by individuals each of whom is
an accredited investor); or

i. a trust of which the trustee is not an accredited investor and whose sole purpose is to hold
investments for the benefit of beneficiaries each of whom is an accredited investor,

then no securities of such a corporation and no rights and interests of the beneficiaries in such a trust (as
the case may be) shall be transferred for a period of 6 months from the time the corporation or trust (as the
case may be) acquired the Shares, unless such transfers are in accordance with the conditions specifically
provided in sections 305A(2) and 305A(3) of the SFA (as the case may be).

Important Information

The Fund
The Fund is a Maryland corporation that is a newly organized, non-diversified, closed-end management
investment company.

Contact details for the Fund:
KKR Real Estate Select Trust Inc.
30 Hudson Yards

New York, NY 10001

United States of America.
Telephone: + 1 212 750 8300.

The Adviser

KKR Registered Advisor LLC (the “Adviser”) is incorporated under the laws of Delaware as a limited liability
company and is regulated by the Securities and Exchange Commission (the “SEC”) in the U.S. as an
investment adviser under the U.S. Investment Advisers Act of 1940, as amended.

Contact details for the Adviser:
KKR Registered Advisor LLC



30 Hudson Yards

New York, NY 10001

United States of America.
Telephone: + 1 212 750 8300.

Contact details for the SEC:

U.S. Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549

United States of America

Tel: +1 202 942 8088.

The Custodian
The Bank of New York Mellon (the “Custodian”) serves as custodian for the Fund and is regulated by the
SEC with respect to its services as custodian for the Fund.

Contact details for the Custodian:
The Bank of New York Mellon

240 Greenwich Street

New York, NY 10286

United States of America.

Contact details for the SEC

Set out above.



AIFMD SUPPLEMENT
For

KKR REAL ESTATE SELECT TRUST INC.
April 2026

This AIFMD Supplement (the “AIFMD Supplement”) contains information:

(i) for shareholders and prospective investors which are domiciled or have a registered office in a
member state of the EEA as required by Directive 2011/61/EU of the European Parliament and the
Council of the European Union on alternative investment fund managers (the “AIFMD”) and any
implementing legislation and regulations thereunder including, without limitation, Commission
Delegated Regulation (EU) No 231/2013 supplementing the AIFMD with regard to exemptions,
general operating conditions, depositaries, leverage, transparency, supervision and other applicable
regulations implementing the AIFMD, in each case as may be altered, amended, added to or cancelled
from time to time (the “AIFMD Rules”) and should not be relied upon for any other purpose; and

(ii) for shareholders and prospective investors which are domiciled or have a registered office in the
United Kingdom as required by AIFMD and the AIFMD Rules, in each case as are implemented into
UK domestic law pursuant to the Alternative Investment Fund Managers Regulations 2013 (as
amended, including by the Alternative Investment Fund Managers (Amendment etc.) (EU Exit)
Regulations 2019).

For the purposes of this AIFMD Supplement, “AIFMD” and/or “AIFMD Rules” should be understood as
referring to the AIFMD and/or the AIFMD Rules as applicable in the EEA and/or the United Kingdom, as
the context requires.

THIS AIFMD SUPPLEMENT DOES NOT CONSTITUTE AN OFFER TO SELL OR A
SOLICITATION OF AN OFFER TO BUY SHARES IN KKR REAL ESTATE SELECT TRUST
INC. (THE “FUND”) AND PROSPECTIVE SHAREHOLDERS SHOULD READ IN THEIR
ENTIRETY THE PROSPECTUS OF THE FUND DATED 23 APRIL 2026 AND ANY
SUPPLEMENTS THERETO BEFORE MAKING ANY DECISION TO INVEST IN THE FUND.
ANY OFFERING OF SHARES MAY ONLY BE MADE PURSUANT TO THE PROSPECTUS
AND PROSPECTIVE SHAREHOLDERS MUST NOT RELY SOLELY ON THIS
AIFMD

SUPPLEMENT.



The contents of this AIFMD Supplement should not be considered legal, tax or financial advice and
prospective shareholders should consult with their own counsel and advisers as to all matters concerning
an investment in the Fund.

Unless otherwise defined herein, capitalized terms used in this AIFMD Supplement have the same meaning
attributed to them in Prospectus.

NOTICE TO PERSONS IN THE EUROPEAN ECONOMIC AREA

The Fund is an alternative investment fund (“AlF”) for the purposes of the AIFMD Rules. KKR Registered
Advisor LLC acts as the alternative investment fund manager (“AlFM?”) of the Fund.

Shares may only be marketed to prospective shareholders which are domiciled or have a registered office
in a member state of the EEA (“EEA Persons”) in which marketing has been registered or authorised (as
applicable) under the relevant national implementation of Article 42 of the AIFMD and in such cases only
to EEA Persons which are Professional Investors (as defined below) or any other category of person to
which such marketing is permitted under the national laws of such member state. This document is not
intended for, should not be relied on by and should not be construed as an offer (or any other form of
marketing) to any other EEA Person.

A “Professional Investor” is an investor who is considered to be a professional client or which may, on
request, be treated as a professional client within the relevant national implementation of Annex Il of
Directive 2004/39/EC (Markets in Financial Instruments Directive) and AIFMD.

A list of jurisdictions in which the AIFM has been registered or authorized (as applicable) under Article 42
of the AIFMD is available from the Adviser on request.

NOTICE TO PERSONS IN THE UNITED KINGDOM

The Fund is an Alternative Investment Fund for the purposes of the Financial Services and Markets Act
2000 of the United Kingdom (“FSMA?”) and has been qualified under Regulation 59(1) of the Alternative
Investment Fund Managers Regulations 2013 of the United Kingdom (the “UK AIFMR™). On that basis,
the Fund may be marketed in the United EAA Persons who qualify as “professional investors”, as defined
under FSMA.

As regards prospective shareholders in the United Kingdom who are not EEA Persons or who do not qualify
as professional investors (“Other Persons”), the Fund is a collective investment scheme and is not a
recognised scheme for the purposes of FSMA. The communication in the United Kingdom of any invitation
or inducement to invest in Shares is restricted by law. Accordingly, any offer of Shares is directed only at
Other Persons in the United Kingdom reasonably believed to be of a kind to whom such an invitation or
inducement may lawfully be communicated (i) if effected by a person who is not an authorised person under
FSMA, pursuant to the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
“FPQ”) or (ii) if effected by a person who is an authorised person under FSMA, pursuant to the Financial
Services and Markets Act 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001
(the “PCIS Order™) or the rules in Section 4.12 of the Conduct of Business Sourcebook of the Financial
Conduct Authority of the United Kingdom. Such persons include: (a) persons having professional
experience of participating in unregulated collective investment schemes and (b) high net worth bodies
corporate, partnerships, unincorporated associations, trusts, etc. falling within Article 49 of the FPO or
Article 22 of the PCIS Order. Investment in the Shares is available only to such persons.

All prospective shareholders in the United Kingdom are advised that the rules made under FSMA for the
protection of retail clients will not apply to an investment in the Fund and compensation under the U.K.
Financial Services Compensation Scheme will not be available.



1. LOCATION OF DISCLOSURES REQUIRED BY FUND 3 (3.2) OF THE INVESTMENT
FUNDS SOURCEBOOK (“IFS”) ISSUED BY THE FINANCIAL CONDUCT AUTHORITY UNDER
THE FINANCIAL SERVICES AND MARKETS ACT 2000 AND ARTICLE 23 OF THE AIFMD

Disclosure ltem

Response

Article
23(1)(a) of
AIFMD 3.2.2
(1)(a) of IFS

Description of the
investment strategy and
objectives of the AlF.

Please refer to the following sections of the Prospectus:

Investment Objective — Cover page, 2, 43
Investment Strategies — Cover page, 2, 43

Please refer to the following sections of the Statement
of Additional Information:

INVESTMENT OBJECTIVE -1

(1)(d) of IFS

Avrticle If the AIF is a feeder Not applicable.

23(1)(a) of AIF, information on

AIFMD 3.2.2 where the master AlF

(2)(b) of IFS is established

Article If the AIF is a fund of Not applicable.

23(1)(a) of funds, information on

AIFMD 3.2.2 where the underlying

(1)(c) of IFS funds are established.

Acrticle A description of the Please refer to the following sections of the Prospectus:
23(1)(a) of types of assets in which e

AIEMD 3.2.2 the AIF may invest. Investment Strategies — Cover page, 2, 43

USE OF PROCEEDS - 42
Portfolio Composition — 44

Please refer to the following sections of the Statement
of Additional Information:

INVESTMENT POLICIES AND TECHNIQUES -3
PORTFOLIO TRANSACTIONS AND BROKERAGE -
44

Article
23(1)(a) of
AIFMD 3.2.2
(1)(e) of IFS

The techniques that the
AIF, or the AIFM on
behalf of the AlF, may
employ and all
associated risks.

Please refer to the following sections of the Prospectus:

Investment Strategies — Cover page, 2, 43
Leverage — Cover page, 13, 55

The Investment Process — 7, 50

RISKS - from 59

Please refer to the following sections of the Statement
of Additional Information:

INVESTMENT POLICIES AND TECHNIQUES -3

3.2.2(1)

sources of leverage

Acrticle Any applicable Please refer to the following sections of the Statement
23(1)(a) of investment restrictions. | of Additional Information:

AIPMD 3.2.2 Investment Restrictions - 1

Q) of IF

Avrticle The circumstances in Please refer to the following sections of the Prospectus:
23(1)(a) of which the AIF may use 3

AIFMD leverage, the types and Leverage — Cover page, 13, 55

Leverage Risk — 30, 78




Disclosure ltem

Response

(@)(h)(i)
() of IFS

permitted and the
associated risks, any
restrictions on the use
of leverage and any
collateral and asset
reuse arrangements and
the maximum level of
leverage which the
AIFM is entitled to
employ on behalf of the
AlF.

Collateral and Asset Re-use Arrangements

There are no collateral and asset re-use arrangements
currently in place.

Avrticle
23(1)(b) of
AIFMD
3.2.2(2) of IFS

Procedures by which
the AIF may change its
investment strategy or
investment policy.

Please refer to the following sections of the Prospectus:
Investment Objective — Cover page, 2, 43

The Fund’s investment objectives are not fundamental and
may be changed by the Board without the approval of the
holders of a majority of the outstanding Common Stock or
Preferred Stock, if any. The Fund is not required to provide
prior notice to stockholders of any change to its investment
objectives.

Atrticle
23(1)(c) of
AIFMD 3.2.2
(3) of IFS

The main legal
implications of the
contractual relationship
entered into for the
purpose of investment,
including information
on jurisdiction, on the
applicable law and on
the existence or not of
any legal instruments
providing for the
recognition and
enforcement of
judgments in the
territory where the AlF
is established.

The main legal implications of the contractual relationship
entered into by a shareholder when making an investment
in the Fund are as follows:

Upon a shareholder becoming a holder of shares, the
shareholder will be bound by the terms of the Prospectus,
Statement of Additional Information, Bylaws and
Subscription Agreement of the Fund. Shareholders will
have the rights and obligations set out in the Prospectus,
Statement of Additional Information, Declaration of Trust
and Bylaws.

The Fund is a corporation established in Maryland.

The Fund and all or substantially all of the directors, officers
and other persons acting on behalf of the Fund may be located
outside a shareholder’s local jurisdiction and, as a result, it
may not be possible for such shareholders to effect service of
process within that jurisdiction upon the Fund or such
persons. All or a substantial portion of the assets of the Fund,
and such other persons, may be located outside of such local
jurisdiction and, as a result, it may not be possible to satisfy a
judgment against the Fund or such persons in such local
jurisdiction or to enforce a judgment obtained in local
jurisdiction’s courts against the Fund or persons outside of
such shareholder’s local jurisdiction.

Prospective EEA and UK shareholders should consult their
own local counsel concerning the enforceability of locally




Disclosure ltem

Response

rendered judgments in the appropriate Delaware court, as
applicable.

Prospective shareholders must review the Prospectus
Statement of Additional Information, Declaration of Trust
and Bylaws and Subscription Agreement before making
any decision to invest in the Fund.

Avrticle Identity of the AIFM, Please refer to the following sections of the Prospectus:
23(1)(d) the AIF s depositary, Investment Adviser — Cover page, 5, 97
AIFMD 3.2.2 auditor and any other .
(4) of IFS service providers and a Admlnl_strator 15,103
description of their Cgstqdlan and Transfer Agent — 16, 159
duties and the Distributor — 16, 104
investors” rights LEGAL MATTERS - 159
' INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM - 159
Please refer to the following sections of the Statement
of Additional Information:
The Adviser — 30
Administrator - 31
Portfolio Managers — 31
INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM - 69
CUSTODIAN AND TRANSFER AGENT - 75
Shareholders have the rights and obligations set out in the
Prospectus pursuant to which the shareholder was
admitted to the Fund.
None of the agreements appointing the Adviser or the
Fund’s service providers provide for any third party rights
for shareholders, except that the Investment Company Act
of 1940, as amended, allows for civil rights of action
against the Adviser for breach of fiduciary duty in certain
circumstances.
Absent a direct contractual relationship between a
shareholder and a service provider, shareholders generally
have no direct rights against the relevant service provider
and there are only very limited circumstances in which a
shareholder may bring a claim against a service provider.
Article A description of how As the Adviser is a non-EEA AIFM, the Adviser is not
23(1)(e) of the AIFM complies subject to these requirements
AIFMD 3.2.2 with the requirements
(5) of IFS referred to in Article
9(7) of the Directive.
Acrticle 23(1)(f) | A description of any As the Adviser is a non-EEA AIFM, the requirements
of AIFMD delegated management | under the AIFMD in relation to the delegation of

function as referred to in

management functions do not apply.




Disclosure ltem

Response

3.2.2 (6) (a) (b)
(c) (d) of IFS

Annex | of the Directive
by the AIFM and of any
safe- keeping function
delegated by the
depositary, the
identification of each
delegate and any
conflicts of interest that
may arise from such

As the Adviser is a non-EEA AIFM and the Fund is a
non-EEA AIF, the requirements under the AIFMD in
relation to the appointment of depositaries do not apply.

delegations.
Article A description of the Please refer to the following sections of the Prospectus:
23(1)(g) of AlF's valuation . i
AIFMD 3.2.2 procedure and of the Xg:lﬁgse? S/fa:ﬂze-siTng 117
(7) of IFS pricing methodology
for valuing assets,
including the methods
used in valuing hard-to- | As a non-EEA AIFM, the Adviser is not subject to the
value assets in requirements under Article 19 of the AIFMD.
accordance with
Avrticle 19 of the
Directive.
Acrticle A description of the Please refer to the following sections of the Prospectus:
23(1)(h) of AlF's liquidity risk .
AIFMD management, including The Offering - 4

3.2.2(8) of IFS

the redemption rights
both in normal and in
exceptional
circumstances, and the
existing redemption
arrangements investors.

Repurchase Offers Risk — 21, 60
Liquidity Risk — 22, 61

Iliquid Investments Risk — 23, 63
Repurchases — Cover page, 12, 113
Redemption of Senior Securities - 13, 120

Avrticle 23(2)(i)
of AIFMD
3.22(9) of IFS

A description of all
fees, charges and
expenses and of the
maximum amounts
thereof which are
directly or indirectly
borne by investors

Please refer to the following sections of the Prospectus:

Securities Offered — Cover page The Offering — 4
Offering Prices and Fees - 104

Sales Load and Dealer Manager Fees - 16, 35, 104
Investment Advisory Agreement — 6, 30

Administrator — 31

Expenses and Reimbursement - 14

SUMMARY OF FUND EXPENSES - 35

Please refer to the following sections of the Statement
of Additional Information:

Compensation of Directors — 26

The Adviser — 30

Administrator — 31

Portfolio Managers — 31

PORTFOLIO TRANSACTIONS AND BROKERAGE -
44




Disclosure ltem

Response

Investment Advisory Agreement — 30

Save to the extent disclosed in the sections referenced
above, there is no specific monetary cap on the amount of
fees, charges, and expenses which are directly or
indirectly borne by shareholders. The amount of charges
and expenses which are borne by a shareholder may vary
from year to year.

For more information on expenses charged during the
most recent financial year, prospective shareholders
should review the Fund’s annual audited financial
statements for the prior financial year.

Article 23(1)(j)
Of AIFMD the
3.2.2(10) (11)
(@)(b) (C) of
IFS

A description of how
the AIFM ensures a fair
treatment of investors
and, whenever an
investor obtains
preferential treatment
or the right to obtain
preferential treatment, a
description of that
preferential treatment,
the type of investors
who obtain such
preferential treatment
and, where relevant,
their legal or economic
links with the AlF or
AIFM.

The Adviser owes certain fiduciary duties to the Fund
which requires it, among other things, to act in good faith
and in what it considers to be the best interests of the Fund
and correspondingly the Adviser is required to act at all
times in good faith in the interests of the Fund. In doing so,
the Adviser will act in a manner that ensures the fair
treatment of shareholders.

Under the AIFMD Rules, the Adviser must treat all
shareholders fairly.

The Adviser ensures the fair treatment of shareholders
through its decision-making procedures and organisational
structure which (1) identify any preferential treatment, or
the right thereto, accorded to shareholders and (2) ensure
that any such preferential treatment does not result in an
overall disadvantage to other shareholders.

Avrticle The latest annual report | Shareholders may request a free copy of the annual and

23(1)(k) Of of the AIF. semi-annual reports (when available) by calling toll-free

AIFMD 3.2.2 (855) 844-8655, by writing to the Fund or visiting the

(12) of IFS Fund’s website (http://www.krest.reit). Shareholders will
be notified each time a report is posted and provided with
a website link to access the report.

Article 23(1)(l) | The procedure and Please refer to the following sections of the Prospectus:

of AIFMD conditions for the issue

3.2.2 (12) of and sale of units or

IFS shares.

Acrticle The latest net asset The latest net asset value will be made available by the

23(1)(m) value of the AIF or the | Fund upon request.

AIFMD 3.2.2 latest market price of

(13) of IFS the unit or share of the

AIF, in accordance
with Article 19




Disclosure Item Response
Article Where available, the Information on the historic performance of the Fund will
23(1)(n) of historical performance | be available upon request from the Fund
AIFMD 3.2.2 of the AIF
(15) of IFS
Avrticle The identity of the The Fund has not appointed a prime broker.
23(1)(o0) Of prime brokers and a
AIFMD 3.2.2 description of any
(16) material arrangements
(@)(b)(c)(d) of | of the AIF with its
IFS prime brokers and the
way the conflicts of
interest in relation
thereto are managed
and the provision in the
contract with the
depositary on the
possibility of transfer
and reuse of AIF assets,
and information about
any transfer of liability
to the prime broker that
may exist.
Article A description of how Please see the section entitled “Periodic and Regular
23(1)(p) of and when the Disclosure” below.
AIFMD 3.2.2 information required
(17) of IFS under Articles 23(4)
and 23(5) of the
Directive will be
disclosed.
2. PERIODIC AND REGULAR DISCLOSURE

The periodic and regular disclosures required under Articles 23(4) and (5) of the AIFMD and the AIFMD
Rules will be disclosed to shareholders as applicable at the same time as the annual financial statements
and may be provided at other times by way of a report, email and/or letter sent to shareholders.

*

* *

Please retain this Memorandum for future reference.




PROSPECTUS

KKR

KKR REAL ESTATE SELECT TRUST INC.

CLASS S COMMON SHARES
CLASS D COMMON SHARES
CLASS U COMMON SHARES
CLASS I COMMON SHARES

The Fund. KKR Real Estate Select Trust Inc. (the “Fund”) is a non-diversified closed-end management
investment company that invests primarily in commercial real estate in the United States. KKR Registered
Advisor LLC (the “Adviser”) serves as the investment adviser to the Fund. The Adviser is part of the real estate
group of Kohlberg Kravis Roberts & Co. L.P. (together with its affiliates, “KKR”), a leading global investment
firm. The Fund seeks to provide investors with access to KKR’s leading real estate investment platform with an
institutional fee structure and the transparency of a fund registered under the Investment Company Act of 1940,
as amended (the “Investment Company Act”). The Fund is a Maryland corporation that has elected and has
qualified, and intends to continue to qualify annually, as a real estate investment trust (“REIT”) for U.S. federal
income tax purposes under the Internal Revenue Code of 1986, as amended (the “Code”).

Securities Offered. The Fund currently offers four classes of its shares of common stock, par value $0.001 per share (the
“Common Stock’), on a continuous basis: Class S shares of Common Stock (“Class S Shares”), Class D shares of Common
Stock (“Class D Shares”), Class U shares of Common Stock (“Class U Shares”) and Class I shares of Common Stock
(“Class I Shares”). The Fund may offer additional classes of its Common Stock in the future.

Investment Adviser. KKR Registered Advisor LLC serves as the investment adviser to the Fund pursuant to
the terms of an investment advisory agreement with the Fund (the “Advisory Agreement”). The Adviser is a
subsidiary of our sponsor, KKR, a leading global investment firm that manages multiple alternative asset classes,
including private equity, real estate, energy, infrastructure, and credit. As of December 31, 2025, KKR had assets
under management of approximately $744 billion, and KKR Real Estate owned and lent on approximately
$262 billion of real estate assets.

Investment Objectives. The Fund’s primary investment objective is to provide attractive current income with a secondary
objective of long-term capital appreciation. There can be no assurance that the Fund will achieve its investment objectives.

Investment Strategies. The Fund intends, under normal circumstances, to invest at least 80% of its net
assets (plus the amount of its borrowings for investment purposes) in a portfolio of real estate, including in the
form of property investments and debt interests and to a lesser extent in traded real estate-related securities. The
Fund will target investments in three primary investment strategies: (i) thematically-driven stabilized, income-
generating commercial real estate, (ii) prime single tenant real estate and (iii) real estate debt and preferred equity
interests. The Fund’s property investments in each primary strategy are structured through privately-owned
operating entities that hold whole or partial interests in real properties. To a lesser extent, the Fund may also
make investments in traded real estate-related securities such as mortgage-backed securities and equity or debt
securities issued by REITs or real estate-related investment companies for the purposes of liquidity management
or on an opportunistic basis, for example during periods of dislocation in the trading of such securities.

Investing in the Common Stock involves certain risks. See “Risks” beginning on page 61 of this
prospectus.



Maximum Dealer
Sales Manager Proceeds to
Price to Public® Load Fees Fund®

Class S Common Stock, par value $0.001, per share . ... Current NAV plus
sales load and
dealer manager fee  3.00% 0.50% Current NAV

Class D Common Stock, par value $0.001, per share . . . . Current NAV None None  Current NAV
Class U Common Stock, par value $0.001, per share . . . . Current NAV None None Current NAV
Class I Common Stock, par value $0.001, per share .. .. Current NAV None None Current NAV

(1) Class S Shares, Class D Shares, Class U Shares and Class I Shares are continuously offered at our net asset value
(“NAV?”) per share, plus, in the case of Class S Shares, a maximum sales load of up to 3.00% of the offering price and a
dealer manager fee of 0.50%. Certain participating broker-dealers may offer Class S Shares subject to a dealer manager
fee of up to 1.50%, provided that the sum of the sales load and dealer manager fee will not exceed 3.50% of the offering
price. Although Class D Shares, Class U Shares and Class I Shares are each not subject to a sales load, investors could be
required to pay brokerage commissions on purchases and sales of Class D Shares, Class U Shares or Class I Shares to
their selling agents. Investors should consult with their selling agents about the sales load and any additional fees or
charges their selling agents might impose on each class of shares. The minimum initial investment is $10,000 for Class S
Shares, Class D Shares and Class U Shares, and $1,000,000 for Class I Shares. Proceeds from the offering will be held
by the Fund’s custodian and available to fund investments. No arrangements have been made to place such proceeds in
an escrow, trust or similar account.

(2) Through April 30, 2027, the Adviser has agreed to waive its fees and/or reimburse expenses of the Fund so that certain of
the Fund’s expenses (“Specified Expenses’) will not exceed 0.50% of net assets (annualized). The Fund has agreed to
repay these amounts, when and if requested by the Adviser, but only if and to the extent that Specified Expenses are less
than 0.50% of net assets (annualized) (or, if a lower expense limit is then in effect, such lower limit) within the 36 month
period after the Adviser waived or reimbursed such fees or expenses; provided, however, that the Adviser is entitled to
recapture a Specified Expense in the same year it is incurred.

Neither the U.S. Securities and Exchange Commission (the “SEC”) nor any state securities commission has
approved or disapproved of these securities or determined if this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

Prospectus dated April 23, 2026.

Repurchases. The Fund intends, but is not obligated, to conduct quarterly tender offers for up to 5.0% of the aggregate
NAYV of'its outstanding Common Stock at the applicable NAV per share as of the applicable valuation date. Repurchases will
be made at such times and on such terms as may be determined by the board of directors of the Fund, in its sole discretion.
However, repurchases have in the past been and may in the future be oversubscribed, and no assurance can be given that
repurchases will occur or that any Common Stock properly tendered will be repurchased by the Fund. There is a risk that
investors will not be able to redeem the full amount that they submit to the Fund for redemption in connection with a given
tender offer, particularly in periods where there is a high level of redemption requests or where holders of a large number of
shares submit requests for redemption. In the event a tender offer is oversubscribed and in accordance with rules promulgated
by the SEC, the Fund may accept for purchase additional outstanding shares of Common Stock representing up to 2.0% of the
aggregate NAV of its outstanding Common Stock without amending or extending the tender offer. However, the decision
whether to accept for purchase additional outstanding shares is solely in the discretion of the Fund and its Board, and there is
no guarantee that the Fund and Board will determine to accept any additional shares for purchase. See “Risks—Repurchase
Offers Risk.”

Leverage. The Fund may use leverage to provide additional funds to support its investment activities. The Fund itself
uses entity level debt (non-mortgage debt at the Fund level), such as revolving credit facilities, and its investments utilize
property level debt financing (mortgages on the Fund’s properties that are not recourse to the Fund except in extremely
limited circumstances). Property level debt is and will be incurred by operating entities held by the Fund and secured by real
estate owned by such operating entities. If an operating entity 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 or its subsidiaries. The Fund
may also incur entity level debt, including unsecured and secured credit facilities from certain financial institutions and other
forms of borrowing (collectively, “Borrowings”) and is limited to 33 1/3% of the Fund’s total assets (minus all liabilities and
indebtedness, other than indebtedness constituting leverage under the Investment Company Act) immediately after such
Borrowings. See “Leverage” and “Risks—Leverage Risk.”



Risks. Investing in the Fund involves a high degree of risk. See “Risks” beginning on page 61 of this prospectus. For

example:

An investment in the Fund is suitable only for investors who can bear the risks associated with private
market investments with potential limited liquidity. The Common Stock should be viewed as a long-term
investment within a multi-asset personal portfolio and should not be viewed individually as a complete
investment program.

The Fund expects to ordinarily pay stable distributions at an attractive distribution yield on a monthly basis;
however, the Fund cannot guarantee that it will make distributions and the amount of distributions that the
Fund may pay, if any, is uncertain.

The Fund may pay distributions from sources other than cash flow from operations, including, without
limitation, the sale of assets, borrowings, return of capital, or offering proceeds.

Investors will pay offering expenses and, with regard to Class S Shares, a front-end sales load of up to 3.00%
and a dealer manager fee of 0.50% of the offering price. Investors in Class I Shares, Class D Shares and
Class U Shares may be charged transaction or other fees directly by financial intermediaries. You will have
to receive a total return at least in excess of these expenses to receive an actual return on your investment.

The Common Stock has no history of public trading, nor is it currently intended that the Common Stock will
be listed on a public exchange or any other trading market in the near future. No organized secondary
market is expected to develop for the Fund’s shares, and liquidity for the Common Stock is expected to be
provided only through quarterly tender offers of Common Stock at NAV per share of Common Stock.

There is no guarantee that repurchases will occur or that an investor will be able to sell all the Common Stock
that the investor desires to sell in a tender offer. Due to these restrictions, an investor should consider an
investment in the Fund to be illiquid. Investing in the Common Stock may be speculative and involves a high
degree of risk, including the risks associated with leverage.

You should read this prospectus, which concisely sets forth the information about the Fund that you should know before
deciding whether to invest, and retain it for future reference. A Statement of Additional Information (“SAI”), dated April 23,
2026, as it may be amended (the “SAI”), containing additional information about the Fund, has been filed with the SEC and is
incorporated by reference in its entirety into this prospectus. You may request a free copy of the SAI, free copies of the
Fund’s annual and semi-annual reports to stockholders, and additional information about the Fund by calling (855) 844-8655,
by writing to the Fund at 30 Hudson Yards, New York, NY 10001 or visiting the Fund’s website at www krest.reit. The
information contained in, or accessed through, the Fund’s website is not part of this prospectus. You may also obtain a copy
of the SAI (and other information regarding the Fund) from the SEC’s website (http://www.sec.gov). You may also e-mail
requests for these documents to publicinfo@sec.gov.

The Common Stock does not represent a deposit or obligation of and is not guaranteed or endorsed by, any bank
or other insured depository institution, and is not federally insured by the Federal Deposit Insurance Corporation, the
Federal Reserve Board or any other government agency.
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Website Disclosure

The Fund’s website at www .krest.reit contains additional information about the Fund, but the contents of the
website are not incorporated by reference into or otherwise a part of this prospectus. From time to time, the Fund
may use its website as a distribution channel for material Fund information.



PROSPECTUS SUMMARY

This is only a summary. This summary may not contain all of the information that you should consider before
investing in the Fund. You should review the more detailed information contained in this prospectus and in the
Statement of Additional Information (the “SAI”), especially the information under the heading “Risks.”

TheFund ........................ KKR Real Estate Select Trust Inc. (the “Fund”) is a non-diversified
closed-end management investment company registered under the
Investment Company Act of 1940, as amended (the “Investment
Company Act”), that invests primarily in commercial real estate in the
United States. KKR Registered Advisor LLC (the “Adviser”) serves
as the investment adviser to the Fund. The Adviser is part of the real
estate group of Kohlberg Kravis Roberts & Co. L.P. (together with its
affiliates, “KKR”), a leading global investment firm. The Fund seeks
to provide investors with access to KKR’s leading real estate
investment platform with an institutional fee structure and the
transparency of a fund registered under the Investment Company Act.
The Fund is a Maryland corporation that has elected and has
qualified, and intends to continue to qualify annually, as a real estate
investment trust (“REIT”) for U.S. federal income tax purposes under
the Internal Revenue Code of 1986, as amended (the “Code”). The
words “we,” “us,” “our” and “KREST” refer to KKR Real Estate
Select Trust Inc. and its subsidiaries, unless the context requires
otherwise. See “The Fund.”

Benefits of Investing in Real Estate ... Allocating a portion of your investment portfolio to real estate may
provide you with a steady source of income, growth potential,
portfolio diversification, a hedge against inflation, and attractive risk-
adjusted returns.

Investors may benefit from adding a diversified real estate component
to their investment portfolios for the following reasons:

* Stabilized real estate combined with proactive investment
management and asset management may create an attractive return
profile.

* Amidst higher levels of inflation, changes in interest rates and
lower real yields, investors continue to seek collateral-backed cash
flows. Assets linked to nominal gross domestic product (“GDP”)
have the ability to appreciate alongside or potentially faster than
nominal GDP, which is continuing to drive flows into real estate.

Market Opportunity ............... We believe that real estate investments with growth potential and a
defensive cash flow base in the largest and most active real estate
markets can provide income and sustain growth over the long term.
We expect to hold investments in this strategy through economic
cycles. By focusing on assets and markets with attractive long-term
fundamentals that can support attractively-priced long-term capital
structures, we believe that we can generate attractive absolute and
relative total returns with a substantial income component.




We believe our investment strategies are attractive for the following
reasons:

* Amidst higher levels of inflation, changes in interest rates and
lower real yields, investors continue to seek collateral-backed
cash flows. Assets linked to nominal GDP have the ability to
appreciate alongside or potentially faster than nominal GDP,
which is continuing to drive flows into real estate. In this
environment, we expect the strong appetite for real estate to
persist driven by the structural yearn for yield as well as an
increased desire for the potential inflation hedging benefits
offered by the asset class.

* Continued demographic, technological and preference changes
are accelerating urbanization, and we believe certain real estate
markets are poised to be the outsized beneficiaries of future
economic growth. The Fund focuses on opportunities within
these population centers.

» Secular growth trends may benefit our target asset classes,
including multifamily properties, single family properties that
are professionally managed, industrial properties, prime single
tenant offices in innovation markets, and select specialty sectors.
KKR has historical experience acquiring and operating each of
these asset classes in several markets.

» The Fund invests across the real estate capital structure,
including credit, which enhances its flexibility and return
potential. Through this capability, KKR allocates to senior
mortgages, mezzanine loans, preferred equity, and credit
securities, which can offer attractive risk-adjusted returns,
consistent income, and downside protection through structural
seniority. This strategy allows the Fund to remain agile across
market cycles and capitalize on dislocations, particularly when
credit spreads widen or traditional lenders retrench.

Who May Want to Invest ........... Investors should consider their financial situations and needs, other
investments, investment goals, investment experience, time horizons,
liquidity needs and risk tolerance before investing in the Fund. An
investment in the Fund is not appropriate for all investors, and the
Fund is not intended to be a complete investment program.

Barriers to investing in real estate can be high, which has in the past
curbed broad-based participation in the asset class. These include
high capital requirements and complex, relatively illiquid
transactions. The Fund may be an appropriate investment for long-
term investors who are seeking:

+ aportfolio of high quality commercial real estate and real estate
debt with the transparency of a registered investment company;

* the operating cash flow, capital appreciation and portfolio
diversification benefits that real estate can offer; and




Investment Objectives

Investment Strategies

« the opportunity for attractive current distributions through a
tax-efficient structure and the potential for long-term capital
appreciation.

The Fund’s primary investment objective is to provide attractive
current income with a secondary objective of long-term capital
appreciation. There can be no assurance that the Fund will achieve its
investment objectives.

The Fund intends, under normal circumstances, to invest at least 80%
of its net assets (plus the amount of its borrowings for investment
purposes) in a portfolio of real estate, including in the form of
property investments and real estate-related debt interests and to a
lesser extent in traded real estate-related securities.

The Fund will target investments in three primary investment
strategies:

1. Thematically-Driven Stabilized Real Estate: Stabilized,
income-oriented commercial real estate equity investments in
asset classes that we expect to benefit from secular growth
trends, including multifamily properties, single family properties
that are professionally managed, industrial properties, prime
single tenant offices in innovation markets, and select specialty
sectors, primarily in U.S. markets that offer the potential to
generate high current income and, to a lesser extent, long-term
capital appreciation.

2. Prime Single Tenant: High quality commercial real estate
primarily located in or in close proximity to major metropolitan
statistical areas and growth markets with favorable economic and
demographic conditions and leased for long durations (typically
greater than 10 years at acquisition) to single tenants that the
Adviser believes have favorable credit profiles and/or performance
attributes supporting highly visible long-term cash flows.

3. Real Estate Debt and Preferred Equity: Privately sourced debt,

real estate-related securities such as mortgage-backed securities
(“MBS”), and preferred equity interests that offer current income
secured or backed by high quality real estate. The Fund intends to
originate and selectively acquire (i) mezzanine loans, which are
structurally subordinate to senior loans but senior to equity in the
borrower; (ii) preferred equity, which is subordinate to debt; and
(iii) interests in securitized real estate mortgages. To a lesser
extent, the Fund may also originate and selectively acquire senior
mortgage loans, which are generally loans secured by a first
mortgage lien on a commercial property.

We plan to own all or substantially all of our property investments
through our wholly-owned operating partnership. The property
investments of each primary strategy are expected to be structured
through privately-owned operating entities or private real estate
operating companies which hold whole or partial interests in real
properties. We expect to pursue these investments through various




The Offering

transaction types, such as large single asset purchases, portfolio
purchases, platform build-ups and public to private transactions.

As part of the Fund’s Real Estate Debt and Preferred Equity strategy,
the Fund may also make investments in traded real estate-related
securities such as MBS and equity or debt securities issued by REITs
or real estate-related investment companies for the purposes of

(1) making investments that provide current income to the Fund and
provide a source of liquidity for tender offers or other liquidity
requirements and (ii) opportunistically exploiting periods of market
dislocation where the trading value of such securities sufficiently
exceeds the relative value of private opportunities available in the
Fund’s three primary investment strategies.

It is expected that the Fund’s portfolio primarily will be comprised of
equity or debt interests in commercial properties located in the United
States, although the Fund may also make investments in equity or
debt interests in properties outside of the United States, with a focus
on developed markets in Asia and Europe.

On a long-term basis, under normal circumstances, KKR expects to
allocate the Fund’s portfolio among the Fund’s three primary
investment strategies. Since real estate markets are often cyclical in
nature, we do not target specific allocations by investment strategy or
geography. The Fund will deploy capital into the primary investment
strategy that the Adviser believes provides the best opportunities to
meet our investment objectives. For the purpose of providing liquidity
for periodic share repurchases, we intend to, subject to any limitations
and requirements relating to our qualification as a REIT, generally
maintain under normal circumstances an allocation to securities, cash,
cash equivalents and other short-term investments, which may be up
to 20% of our assets. In addition, we may seek to make opportunistic
purchases of securities and other real estate-related short-term
investments for investment purposes.

The Fund has received an exemptive relief order (the “Order”) from
the U.S. Securities and Exchange Commission (“SEC”) that permits it
to, among other things, co-invest with certain other persons, including
certain affiliates of the Adviser and certain public or private funds
managed by the Adviser and its affiliates, in privately negotiated
transactions subject to certain terms and conditions.

For a more complete discussion of the Fund’s portfolio composition,
see “Investment Objectives and Strategies.”

The Fund currently offers four classes of its shares of common stock,
par value $0.001 per share (“Common Stock™), on a continuous basis:
Class S shares of Common Stock (“Class S Shares”), Class D shares
of Common Stock (“Class D Shares”), Class U shares of Common
Stock (“Class U Shares”) and Class I shares of Common Stock
(“Class I Shares”). The Fund may offer additional classes of its
Common Stock in the future. The Fund relies on exemptive relief
from the SEC granted to an affiliate of the Fund permitting the Fund




Investment Adviser

to issue multiple classes of shares with varying sales loads and asset
based service and/or distribution fees.

Class D Shares, Class U Shares and Class I Shares are offered on a
continuous basis at net asset value (“NAV”) per share. Class S Shares
are offered on a continuous basis at NAV per share, plus a maximum
sales load of up to 3.00% of the offering price and a dealer manager
fee of 0.50% of the offering price. Certain participating broker-
dealers may offer Class S Shares subject to a dealer manager fee of up
to 1.50%, provided that the sum of the sales load and dealer manager
fee will not exceed 3.50% of the offering price. Holders of Class S
Shares, Class D Shares, Class U Shares and Class I Shares have equal
rights and privileges with each other, except that Class I Shares,
Class D Shares and Class U Shares do not pay a sales load or dealer
manager fees, and the Fund does not pay any Servicing Fees (defined
below) or Distribution Fees (defined below) with respect to Class I
Shares. See “—Ongoing Distribution and Servicing Fees” and
“Summary of Fund Expenses” for information on servicing and
distribution fees. All or a portion of the Servicing Fee may be used to
pay for sub-transfer agency, sub-accounting and certain other
administrative services. The Fund also pays for certain sub-transfer
agency, sub-accounting and administrative services outside of the
Servicing Fee. Although Class D Shares, Class U Shares and Class |
Shares are each not subject to a sales load, investors could be required
to pay brokerage commissions on purchases and sales of Class D
Shares, Class U Shares or Class I Shares to their selling agents.
Investors should consult with their selling agents about the sales load
and any additional fees or charges their selling agents might impose
on each class of shares.

Proceeds from the offering will be held by the Fund’s custodian and
available to fund investments. No arrangements have been made to
place such proceeds in an escrow, trust or similar account. The Fund
generally expects to invest the proceeds from the offering within three
months from receipt thereof.

The Fund reserves the right to reject a purchase order for any reason.

KKR Registered Advisor LLC, a registered investment adviser under
the Investment Advisers Act of 1940, as amended (the “Advisers
Act”), serves as the investment adviser to the Fund pursuant to the
terms of an investment advisory agreement with the Fund (the
“Advisory Agreement”). The Adviser is a subsidiary of our sponsor,
Kohlberg Kravis Roberts & Co. L.P. KKR was established in 1976,
pioneered the leveraged buyout industry and has remained one of the
world’s largest and most successful investment firms through the past
four decades of economic cycles and market changes.

KKR is a leading global investment firm that manages multiple
alternative asset classes, including private equity, energy,
infrastructure, real estate and credit, with strategic manager




Investment Advisory Agreement

partnerships that manage hedge funds. As of December 31, 2025,
KKR had assets under management (“AUM”) of approximately
$744 billion.

KKR founded KKR Real Estate in 2011 believing that a dedicated
real estate team (“KKR Real Estate” or the “Real Estate Team”) with
access to KKR’s global investment platform, and the support of the
KKR balance sheet capital, could create differentiated deal flow and
generate compelling risk-adjusted returns for investors. The primary
mandate of KKR Real Estate is to leverage the KKR brand,
relationships, industry expertise, proprietary knowledge and
relationships of the firm and the real estate expertise of the team to
identify opportunities where KKR Real Estate can seek to create
differentiated risk-adjusted returns for its investors. As of

December 31, 2025, KKR Real Estate has approximately 130
dedicated investment and asset management professionals across
offices in 14 cities and 10 countries. As of December 31, 2025, KKR
Real Estate owned and lent on approximately $262 billion of real
estate assets across all property types, including residential, industrial,
office, and select specialty sectors.?

The Fund and the Adviser have entered into the Advisory Agreement
pursuant to which the Adviser is entitled to receive a base
management fee and an incentive fee.

The base management fee (the “Management Fee™) is payable
monthly in arrears at the annual rate of 1.25% of the average daily
value of the Fund’s net assets.

The incentive fee (the “Incentive Fee™) is payable quarterly in arrears
in an amount equal to 12.5% of the Fund’s Portfolio Operating
Income for the immediately preceding quarter.

“Portfolio Operating Income” means (1) the Fund’s share of Net
Operating Income from the Fund’s real estate equity investments;
plus (2) the Fund’s net investment income (or loss) from debt,
preferred equity investments and traded real estate-related securities;
minus (3) the Fund’s expenses (excluding the incentive fee and
distribution and servicing fees).

“Net Operating Income” means operating revenue net of operating
expenses (inclusive of interest on investment level debt) for the
Fund’s operating entities that invest in real estate and excludes

(1) gains or losses from sales of depreciable real property,

(i1) impairment write-downs on depreciable real property, (iii) real
estate-related depreciation and amortization for each real estate
operating venture and (iv) adjustments for recognizing straight line
rent.

Portfolio Operating Income does not include any component of
capital gains or capital appreciation. The Adviser is not entitled to any

2 Represents current gross asset value across all KKR real estate transactions.




Investment Process

incentive fee based on the capital gains or capital appreciation of the
Fund or its investments.

The Fund relies on exemptive relief from the SEC that permits the
Fund to pay the Adviser all or a portion of its management and
incentive fees in shares of Common Stock in lieu of paying the
Adpviser an equivalent amount of such fees in cash. As a condition of
this exemptive relief, the Adviser has committed not to sell any shares
of Common Stock received in lieu of a cash payment of its
management and incentive fees for at least 12 months from the date
of issuance, except in exceptional circumstances.

See “Management of the Fund—Investment Advisory Agreements and
Fees.”

KKR'’s investment approach is rooted in the belief that real estate
fundamentals, values and returns are highly dependent on
macroeconomic conditions, business and consumer preferences and
demographic trends. KKR believes that real estate valuations have
diverged significantly across different asset classes, markets and
geographies, making theme identification, market selection, asset
selection and portfolio construction key to generating attractive real
estate returns over the long term.

KKR takes a thematic approach to investing, seeking to identify high-
conviction themes and investing strategies that we believe benefit
from a combination of cyclical and/or secular demand trends or
market features and may result in attractive risk-adjusted returns.
KKR’s research-driven approach to theme and strategy development
leverages the broader KKR ecosystem, including KKR Private
Equity, KKR Credit, KKR Capital Markets and the KKR Global
Macro and Asset Allocation (“GMAA”) to develop and refine its
investment themes. KKR believes that its access to differentiated
industry expertise and deep global relationships and networks
positions KKR to identify attractive demographic and industry trends
that affect real estate fundamentals.

KKR has a research-intensive approach to developing investment
themes and strategies, utilizing KKR resources and data, industry
research and its deep industry relationships. Proactively identifying
these themes and strategies allows KKR to develop in-depth industry
expertise, establish deep industry relationships and guide
intermediary relationships to opportunities where KKR is most
convicted and can move expediently. This approach is designed to
result in a highly selective and targeted method to investing and
allows the Real Estate Team to develop a competitive advantage in
sourcing transactions.

KKR’s theme development process includes the following three
steps:

1. Opportunity Identification
» Leverage KKR resources (Private Equity and GMAA)




* Identify economic and demographic trends that impact real
estate fundamentals

 Identify markets and asset classes that benefit from trends

» Determine whether current valuations present an attractive
investment opportunity

» Understand key risks and opportunities within thesis
2. Investment Approach
» Discuss with market participants to refine thesis

» Develop conviction around thesis with KKR Real Estate,
investment committee and GMAA

» Refine target strategy (i.e., target markets and target asset
classes)

 Establish target investment approach (i.e., joint venture,
platform, etc.)

* Identify potential operating partners and management teams

* Develop view on size of opportunity, portfolio construction and
ability to scale

3. Execution

 Establish deep relationships with key intermediaries within
target markets and asset classes

» Determine if scale can create a competitive advantage

» Work with top operators, where relevant, in aligned structure,
creating a differentiated operating model

» Develop differentiated financing approach

Upon the establishment of the top down targeted investment themes
and strategies, KKR then seeks to source actionable investment
opportunities within the parameters of each theme or strategy to
perform a detailed bottoms up fundamental due diligence review of
each investment opportunity, including:

 understanding the underlying macro and micro economic
fundamentals that drive the cash flow generating capacity of the
opportunity, including a stringent evaluation of the market in
which a property is located, such as local supply constraints, the
quality and nature of the local workforce and prevailing local
real estate values;

+ performing a fundamental analysis of the property and its
operating performance, including tenant rosters, lease terms,
zoning, operating costs and the asset’s overall competitive
position in its market;

+ understanding leasing market conditions affecting the underlying
real estate;




» completing physical inspections of the property and/or
commissioning/review of third-party reports, including
appraisals, engineering reports and environmental reports;

* cvaluating the appropriateness of estimated costs and timing
associated with capital improvements of the property where
applicable;

» completing detailed modeling of the cash flow in place and
projected to be in place over the term of the investment;

* in the case of single-tenant investments, evaluating the criticality
of the real estate to the tenant’s operations and the ability to
release upon a tenant departure;

 performing detailed credit analysis on the financial health of key
tenants;

» completing legal review of all leases and major contracts,
including terms of expense reimbursements where applicable
and identifying any legal risks and potential mitigants;

* identifying the appropriate capital structure to support the
investment thesis and business plans;

* in the case of equity investments, structuring the proper
incentives and governance structure with our operating partners
and management teams or, in the case of debt investments,
evaluating the operating expertise and financial strength of the
sponsor and borrower;

» completing a valuation of the investment, including the
investment basis relative to its value and the ability to liquidate
the investment through a sale or refinancing of the underlying
asset;

* in the case of debt investments, reviewing the overall structure of
the investment and rights in the collateral documentation;

* assessing any stakeholder issues affecting the real estate; and

» for directly originated loan investments, considering the quality
of the underlying property, the location and geographic market
of the underlying property, the cash flow of the underlying
property, the reputation, experience and financial health of the
sponsor that owns the equity of the underlying property, the
loan-to-value ratio, the structure of the loan and the contractual
rights and remedies available to the Fund.

Each investment opportunity is thoroughly screened and discussed
throughout the evaluation process with the KKR Real Estate
Investment Committee, represented by the most senior members of
the Real Estate Team, who are required to approve each transaction.
See “Management of the Fund—Investment Management Team.”

KKR strives to maintain robust processes and accountability to ensure
it makes well-informed investment decisions, allocates capital




Competitive Advantages

effectively, actively engages in key decisions impacting operational
value creation, rigorously monitors investments, and, when relevant,
exits prudently. Success requires sophisticated internal processes that
continuously test KKR’s performance and leverages the collective
skills, experience, and resources across the firm. In addition to a
dedicated team whose members have honed their track records in
sourcing, executing and managing real estate opportunities, KKR’s
Real Estate Team is also supported by the firm’s broader capabilities
and experience globally.

In pursuing the Fund’s investment objectives and strategies, the Fund
is expected to benefit from the experience, relationships and
operational capabilities that KKR has developed over four decades of
investing to provide what KKR views as the cornerstone of KKR Real
Estate’s competitive advantage in investing. This firm-wide
integration is core to KKR’s real estate investment strategy and KKR
believes it provides the opportunity for differentiated insights and
access to deal flow relative to many standalone real estate investors.

KKR believes that the Fund will benefit from the following key
competitive advantages:

 Differentiated “One-Firm Approach”—The experience,
relationships and operational capabilities that KKR has
developed over four decades of investing combine with the
decades of real estate investment and asset management
experience of the KKR Real Estate Team to provide what KKR
views as the cornerstone of KKR Real Estate’s competitive
advantage in the asset class. A substantial number of KKR’s real
estate investments to-date have utilized cross-functional teams,
with members of KKR Real Estate having worked
collaboratively with other KKR professionals throughout the
investment process, ranging from idea generation and sourcing,
to the execution, value creation, monitoring and harvesting of
investments. This integration across KKR is core to its real estate
investment strategy and provides what KKR believes to be
differentiated insights and tangible advantages across sourcing,
due diligence and value creation relative to many standalone real
estate investors. KKR’s “One-Firm” approach is based on the
following four pillars:

* Proprietary sourcing channels;

« Differentiated due diligence and analytic capabilities;
» Execution capabilities; and

* Trusted partnerships with key intermediaries.

* Integrated Global Real Estate Platform Across Equity and
Credit—KKR has a global, integrated real estate equity and
credit investment platform to broaden its sourcing channels and
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access information about the real estate capital markets. As of
December 31, 2025, KKR Real Estate owned and lent on
approximately $262 billion of real estate assets across all
property types, including residential, industrial, office, and select
specialty sectors.? KKR believes its existing portfolio provides it
with a growing network of proprietary market intelligence and
data on valuations, operating fundamentals, liquidity and trends
across the real estate industry, leading to sourcing and
underwriting advantages.

» Established Real Estate Platform—The Fund will benefit from
a deep and seasoned team of approximately 130 investment and
asset management professionals with a leadership team that has
worked together for over 10 years.* The Adviser believes the
Fund will benefit from KKR Real Estate’s existing relationships,
sourcing channels, market knowledge and operating expertise.

* Portfolio Construction—KKR’s strategy is designed to construct
a portfolio diversified across both equity and credit investments,
targeting asset classes, markets, and geographies that KKR
believes are supported by long-term secular growth trends. By
maintaining flexibility across the capital structure — including
direct equity, senior loans, mezzanine debt, preferred equity, and
credit securities — KKR aims to deliver a balanced mix of
income, capital appreciation, and downside protection. This
approach allows KKR to build a portfolio that is resilient across
market cycles and actively positioned around KKR’s highest-
conviction themes.

* Alignment of Interests with Investors—KKR believes that
alignment of interests with investors is a fundamental tenet of
investing. In the simplest of terms, KKR is one of its own largest
investors. KKR initially purchased $159 million of Class I
Shares to facilitate the acquisition of the Fund’s initial assets. In
addition, on June 4, 2024, KKR Alternative Assets LLC
(“KAA”), an affiliate of the Adviser, contractually committed to
the Fund to continue to hold approximately 7,732,436 of Class I
Shares currently owned by KAA, representing approximately
$200 million based on the Fund’s NAV as of May 28, 2024
(“Support Shares”) with the objective of supporting a NAV per
share of $27.00 on June 1, 2027. If on June 1, 2027 the Fund’s
NAYV per share is less than $27.00 per share for any share class,
KAA will contribute to the Fund as many of the Support Shares
as are required, up to the maximum number of Support Shares,
to reduce the number of outstanding shares and increase the
NAV per share for each class of the Fund’s shares up to $27.00

Figures represent AUM across all KKR real estate strategies as reported by KKR & Co. Inc. (NYSE: KKR)
as a public company. Strategies include, as applicable, Real Estate Partners Americas, Real Estate Partners
Europe, Asia Real Estate Partners, Property Partners Americas, Property Partners Europe, Asia Property
Partners, Real Estate Credit, the estimated value of Global Atlantic assets, Real Estate NBFC, KJRM,
KREST and co-investments

As of March 2026.
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Repurchases

per share (the “Shareholder Priority Plan”). KAA also invested
$50 million in new capital in the Fund during June 2024. See
“Net Asset Value — Shareholder Priority Plan.”

In addition, the Fund relies on exemptive relief from the SEC that
permits the Fund to pay the Adviser all or a portion of its
management and incentive fees in shares of Common Stock in lieu of
paying the Adviser an equivalent amount of such fees in cash. As a
condition of this exemptive relief, the Adviser has committed not to
sell any shares of Common Stock received in lieu of a cash payment
of its management and incentive fees for at least 12 months from the
date of issuance, except in exceptional circumstances. The Adviser
has opted to receive payment of its advisory fee and incentive fee in
Class I Shares of the Fund. As of March 31, 2026, the Adviser has
acquired approximately $95.0 million of Class I Shares through
payment of its advisory fee and incentive fee in shares, and owns
approximately 11,431,766 Class I Shares, or $264.6 million of Class I
Shares valued as of March 31, 2026. We believe this investment
creates a significant alignment of interests with our investors and
demonstrates a strong commitment to the Fund’s strategy.

The Fund does not currently intend to list the Common Stock for
trading on any securities exchange or any other trading market in the
near future. The Fund intends, but is not obligated, to conduct quarterly
tender offers for up to 5.0% of the aggregate NAV of its outstanding
Common Stock at the applicable NAV per share as of the applicable
valuation date in the sole discretion of the Fund’s board of directors
(the “Board”). Repurchases will be made at such times and on such
terms as may be determined by the Board, in its sole discretion.
However, repurchases have in the past been and may in the future be
oversubscribed, and no assurance can be given that repurchases will
occur or that any Common Stock properly tendered will be repurchased
by the Fund. In the event a tender offer is oversubscribed and in
accordance with rules promulgated by the SEC, the Fund may accept
for purchase additional outstanding shares of Common Stock
representing up to 2.0% of the aggregate NAV of its outstanding
Common Stock without amending or extending the tender offer.

In any given quarter, the Adviser 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 more
illiquid or trade at depressed prices or if the Adviser believes that
conducting a tender offer for 5.0% of the aggregate NAV of the
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 the Adviser, the Board may or may not determine
to cause the Fund to conduct a tender offer for any given quarter.
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Leverage

The Fund intends to comply with an exemption under Financial
Industry Regulatory Authority (“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 future 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 continue to conduct
tender offers, it may be required to sell its more liquid, higher quality
portfolio securities to fund the purchase of shares of Common Stock
that are tendered, which may increase risks for remaining
stockholders and increase fund expenses as a percent of assets. The
Fund is designed primarily for long-term investors and an investment
in the Common Stock should be considered illiquid. For more
information concerning repurchases, see “Risks—Liquidity Risk” and
“Repurchases.”

The Fund may use leverage to provide additional funds to support its
investment activities. The Fund itself uses entity level debt
(non-mortgage debt at the Fund level), such as revolving credit
facilities, and expects its investments will utilize property level debt
financing (mortgages on the Fund’s properties that are not recourse to
the Fund except in extremely limited circumstances). See “Risks—
Recourse Financings Risk.” Property level debt is and will be
incurred by operating entities held by the Fund and secured by real
estate owned by such operating entities. If an operating entity 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 or its subsidiaries. The Fund may also incur entity
level debt, including unsecured and secured credit facilities from
certain financial institutions and other forms of borrowing
(collectively, “Borrowings”) and is limited to 33 1/3% of the Fund’s
total assets (less all liabilities and indebtedness not represented by
Investment Company Act leverage) immediately after such
Borrowings. In addition, the Fund may enter into investment
management techniques (including reverse repurchase agreements
and derivative transactions) that have similar effects as leverage, but
which are not subject to the foregoing 33 1/3% limitation if effected
in compliance with applicable SEC rules and guidance. Furthermore,
the Fund may add leverage to its portfolio through the issuance of
preferred stock (“Preferred Stock™) in an aggregate amount of up to
50% of the Fund’s total assets (less all liabilities and indebtedness not
represented by Investment Company Act leverage) immediately after
such issuance. As of the date of this prospectus, the Fund had no
Preferred Stock outstanding. See “Leverage” and “Risks—Leverage
Risk.”
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Distributions ..............

Expenses and Reimbursement

Borrowings (and any Preferred Stock) have seniority over Common
Stock. Any Borrowings and Preferred Stock (if issued) leverage
investments in Common Stock. Holders of Common Stock bear the
costs associated with any Borrowings, and if the Fund issues
Preferred Stock, holders of Common Stock bear the offering costs of
the Preferred Stock issuance. The Board may authorize the use of
leverage through Borrowings and Preferred Stock without the
approval of the holders of Common Stock.

There may be times when the Fund does not use leverage, and the
amount of leverage may vary depending upon a number of factors,
including the Adviser’s outlook for the market and the costs that the
Fund would incur as a result of such leverage. There is no assurance
that the Fund’s leveraging strategy will be successful.

The Fund has sought and will continue to seek to pay consistent
monthly distributions at an attractive distribution yield to
stockholders of record. The Fund intends to accrue and declare
distributions daily and distribute them on a monthly basis. However,
there can be no guarantee that the Fund will pay monthly distributions
consistently or at all. In addition, the Fund intends to distribute any
net capital gains it earns from the sale of portfolio securities to
stockholders no less frequently than annually. Net short-term capital
gain distributions may be paid more frequently. The Fund intends to
make distributions necessary to maintain its qualification as a REIT.
See “Distributions.”

Cash distributions to holders of the Common Stock will automatically
be reinvested under our Distribution Reinvestment Plan (the “DRIP”)
in additional whole and fractional shares unless you elect to receive
your distributions in cash. Investors may terminate their participation
in the DRIP with prior written notice to us. Under the DRIP,
stockholders’ distributions are reinvested in Common Stock of the
same class of Common Stock owned by the stockholder for a
purchase price equal to the NAV per share (for the class of Common
Stock being purchased) on the date that the distribution is paid. See
“Distribution Reinvestment Plan.”

Subject to the terms and conditions outlined in this prospectus, the
Fund reimburses the Adviser for any actual third-party expenses
incurred by the Adviser on behalf of the Fund. Such expenses include,
but are not limited to, costs related to valuation, audit, reporting,
regulatory, administration, compliance and financing as well as legal
services. The Fund also reimburses the Adviser for actual operating
and property expenses incurred on behalf of the Fund for property
management, acquisitions, dispositions and financings. KKR has
hired and expects in the future to hire third-party or affiliated property
managers (who could also be joint venture partners for an investment)
at prevailing market rates to perform management and specialized
services for the Fund’s commercial real estate investments.
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Administrator

Pursuant to an Expense Limitation and Reimbursement Agreement
(the “Expense Limitation and Reimbursement Agreement”), through
April 30, 2027, the Adviser has agreed to waive its fees and/or
reimburse expenses of the Fund so that certain of the Fund’s expenses
(“Specified Expenses,” as defined below) will not exceed 0.50% of
net assets (annualized). The Fund has agreed to repay these amounts,
when and if requested by the Adviser, but only if and to the extent
that Specified Expenses are less than 0.50% of net assets (annualized)
(or, if a lower expense limit is then in effect, such lower limit) within
36 months after the Adviser waived or reimbursed such fees or
expenses; provided, however, that the Adviser may recapture a
Specified Expense in the same year it is incurred. This arrangement
cannot be terminated prior to April 30, 2027 without the Board’s
consent. “Specified Expenses” is defined to include all expenses
incurred in the business of the Fund, including offering costs, with the
exception of (i) the Management Fee, (ii) the Incentive Fee, (iii) the
Servicing Fee (defined below), (iv) the Distribution Fee (defined
below), (v) property level expenses, (vi) brokerage costs or other
investment-related out-of-pocket expenses, including with respect to
unconsummated investments, (vii) dividend/interest payments
(including any dividend payments, interest expenses, commitment
fees, or other expenses related to any leverage incurred by the Fund),
(viii) taxes, and (ix) extraordinary expenses (as determined in the sole
discretion of the Adviser). For a more complete discussion of the
Fund’s expenses and reimbursement arrangements, see “Summary of
Fund Expenses.”

KKR Fund Administration LLC (in such capacity, the
“Administrator”) serves as the Fund’s administrator and accounting
agent. The Administrator will provide, or oversee the performance of,
administrative and compliance services, including, but not limited to,
maintaining financial records, overseeing the calculation of NAV,
compliance monitoring (including diligence and oversight of our
other service providers), preparing reports to stockholders and reports
filed with the SEC, preparing materials for and coordinating meetings
of the Board, managing the payment of expenses and the performance
of administrative and professional services rendered by others and
providing office space, equipment and office services. The
Administrator has entered into a sub-administration agreement with
The Bank of New York Mellon.

The Fund will bear all other costs and expenses of its operations,
administration and transactions, including, the Fund’s allocable
portion of compensation, overhead (including rent, office equipment
and utilities) and other expenses incurred by the Administrator in
performing its duties, including the allocable portion of the
compensation paid by the Administrator (or its affiliates) to the
Fund’s chief compliance officer and chief financial officer and their
respective staffs as well as investor relations, legal, operations and
other non-investment professionals at the Administrator that perform
duties for the Fund.
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Independent Valuation Advisor . .. ... Altus Group U.S. Inc. (“Altus” or the “Independent Valuation
Advisor”), an independent valuation services firm, provides valuation
services to the Fund in respect of the Fund’s investments in real estate
debt (e.g., mortgage loans and mezzanine loans) and real property (e.g.,
direct investments in real property and interests in private holding
vehicles of real property), which do not have reliable readily available
market prices. The Independent Valuation Advisor also periodically
coordinates and reviews third-party appraisal reports and updates
valuations with respect to each of our properties in accordance with
valuation guidelines approved by the Board. The Independent
Valuation Advisor assists the Adviser in determining the estimated
values of our real estate investments, and the sub-administrator uses the
estimated values provided as well as inputs from other sources in its
calculation of our daily NAV per share. While the Independent
Valuation Advisor provides external valuations of certain investments,
the Adviser is ultimately responsible for determining the fair value of
our assets in its role as the Fund’s “valuation designee,” subject to the
oversight of the Board.

Custodian and Transfer Agent . ... ... The Bank of New York Mellon serves as the Fund’s custodian. SS&C
Global Investor & Distribution Solutions, Inc. serves as the Fund’s
transfer agent (the “Transfer Agent”). See “Custodian and Transfer
Agent.”

Distributor ................ .. .. ... KKR Capital Markets LLC (the “Distributor”) is the principal
underwriter and distributor of the Class S Shares, Class D Shares,
Class U Shares and Class I Shares and serves in that capacity on a best
efforts basis, subject to various conditions. Other broker-dealers
(“Selling Agents”) may be appointed by the Distributor to assist in the
sale of the Common Stock on a best efforts basis. Such Selling Agents
are authorized to designate other financial intermediaries to receive
purchase orders and, if applicable, repurchase requests, from investors
on behalf of the Fund and its Selling Agents. See “Plan of
Distribution.”

Sales Load and Dealer Manager
Fees ....... ... ... .. ... .... Class S Shares are subject to a sales load of up to 3.00% and a dealer
manager fee of 0.50%, in each case, of the offering price per Class S
Share (including sales load and dealer manager fees). Certain Selling
Agents may offer Class S Shares subject to a dealer manager fee of up
to 1.50%, provided that the sum of the sales load and dealer manager
fee will not exceed 3.50% of the offering price.

Sales loads may be reduced for certain categories of purchasers and
for volume discounts, as disclosed in this prospectus. The Selling
Agents may, in their sole discretion, reduce or waive the sales load on
a non-scheduled basis in individual cases.

The Distributor may reallow sales loads and dealer manager fees to
Selling Agents. No sales load or dealer manager fee will be paid with
respect to purchases of Class D Shares, Class U Shares or Class |
Shares or any Common Stock sold pursuant to the DRIP. Selling
Agents typically receive the sales load with respect to the Class S
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Ongoing Distribution and Servicing

Fees ...........

Unlisted Closed-End Fund Structure;

Limited Liquidity

Minimum Investment ..............

Investor Suitability

Shares purchased by their stockholders. Investors should consult with
their Selling Agent about the sales load and any additional fees or
charges their Selling Agent might impose on each class of shares.

Participating broker-dealers will receive ongoing distribution and
servicing fees (a) of 0.85% of NAV per annum for Class S Shares and
Class U Shares only (consisting of a 0.60% distribution fee (the
“Distribution Fee”) and a 0.25% stockholder servicing fee (the
“Servicing Fee”)), accrued daily and payable monthly and (b) of
0.25% for Class D Shares only (all of which constitutes payment for
stockholder services, with no payment for distribution services),
accrued daily and payable monthly. Class I Shares do not incur
Distribution or Servicing Fees. All or a portion of the Servicing Fee
may be used to pay for sub-transfer agency, sub-accounting and
certain other administrative services. The Fund also pays for certain
sub-transfer agency, sub-accounting and administrative services
outside of the Servicing Fee.

The Fund does not currently intend to list the Common Stock for
trading on any securities exchange or any other trading market in the
near future. There is currently no secondary market for the Common
Stock and the Fund does not expect any secondary market to develop
for the Common Stock. Stockholders of the Fund are not able to have
their Common Stock redeemed or otherwise sell their Common Stock
on a daily basis, because the Fund is an unlisted closed-end fund. An
investment in the Fund is suitable only for investors who can bear the
risks associated with private market investments with potential
limited liquidity of the Common Stock as described in “Repurchases”
above.

Generally, the minimum initial investment is $10,000 for Class S
Shares, Class D Shares and Class U Shares, and $1,000,000 for

Class I Shares. The minimum subsequent investment is $500 for each
class of Common Stock, except for additional purchases pursuant to
the DRIP, which are not subject to a minimum purchase amount. The
minimum investment for each class of shares can be modified or
waived in the sole discretion of the Fund or the Distributor, including
for certain financial firms that submit orders on behalf of their
customers, the Fund’s officers and directors and certain employees of
KKR, including its affiliates, vehicles controlled by such employees
and their extended family members. See “Plan of Distribution—How
to Purchase Common Stock.”

An investment in the Common Stock is most suitable for investors
who seek to diversify their personal portfolios with a real estate-based
investment and seek to receive current income and obtain the benefits
of potential long-term capital appreciation from real estate as an asset
class. An investment in the Common Stock is least suitable for
persons who require liquidity or guaranteed income.
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KKR Commitment

Before making your investment decision, you should (i) consider the
suitability of this investment with respect to your investment
objective and personal financial situation and (ii) consider factors
such as your personal net worth, income, age, risk tolerance and
liquidity needs. An investment in the Fund should not be viewed as a
complete investment program.

An investment in the Fund involves a considerable amount of risk. It
is possible that you may lose part or all of your investment in the
Fund. An investment in the Fund is suitable only for investors who
can bear the risks associated with private market investments with
potential limited liquidity of the Common Stock. Common Stock
should be viewed as a long-term investment within a multi-asset
personal portfolio and should not be viewed individually as a
complete investment program.

Class S Shares and Class U Shares are available to the general public
through Selling Agents and other financial intermediaries that offer
such share class. Class D Shares are generally available for purchase
only (1) through fee-based programs, also known as wrap accounts,
that provide access to Class D Shares, (2) through participating
broker-dealers that have alternative fee arrangements with their
clients to provide access to Class D Shares, (3) through investment
advisers that are registered under the Advisers Act or applicable state
law and direct clients to trade with a broker-dealer that offers Class D
Shares, (4) through bank trust departments or any other organization
or person authorized to act in a fiduciary capacity for its clients or
customers or (5) other categories of investors that we name in an
amendment or supplement to this prospectus. Class I Shares are
available only (1) through fee-based programs, known as wrap
accounts, of investment dealers that provide access to Class I Shares,
(2) through participating broker-dealers that have alternative fee
arrangements with their clients, (3) through certain registered
investment advisers, (4) through bank trust departments or any other
organization or person authorized to act in a fiduciary capacity for its
clients or customers, (5) to endowments, foundations, pension funds
and other institutional investors for purchase in this offering, (6) to
other categories of investors that we name in an amendment or
supplement to this prospectus or (7) to the Fund’s officers and
directors and their immediate family members, as well as officers and
employees of KKR or other affiliates and their immediate family
members, and, if approved by the Board, joint venture partners,
consultants and other service providers.

We believe that alignment of interests with investors is a fundamental
tenet of investing. In the simplest of terms, KKR is one of its own
largest investors. KKR initially purchased $159 million of Class I
Shares to facilitate the acquisition of the Fund’s initial assets. In
addition, on June 4, 2024, KAA, an affiliate of the Adviser,
contractually committed to the Fund to continue to hold
approximately 7,732,436 of Class I Shares currently owned by KAA,
representing approximately $200 million based on the Fund’s NAV as
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Investments

of May 28, 2024, in Support Shares of the Fund with the objective of
supporting a NAV per share of $27.00 on June 1, 2027. If on June 1,
2027 the Fund’s NAV per share is less than $27.00 per share for any
share class, KAA will contribute to the Fund as many of the Support
Shares as are required, up to the maximum number of Support Shares,
to reduce the number of outstanding shares and increase the NAV per
share for each class of the Fund’s shares up to $27.00 per share. KAA
also invested $50 million in new capital in the Fund during June
2024. See “Net Asset Value — Shareholder Priority Plan.”

In addition, the Adviser has opted to receive payment of its advisory
fee and incentive fee in Class I Shares of the Fund. As of March 31,
2026, the Adviser has acquired approximately $95.0 million of
Class I Shares through payment of its advisory fee and incentive fee
in shares, and owns approximately 11,431,766 Class I Shares, or
$264.6 million of Class I Shares valued as of March 31, 2026. We
believe this investment creates a significant alignment of interests
with our investors and demonstrates a strong commitment to the
Fund’s strategy.

As of March 31, 2026, the Fund’s portfolio had the following
composition, based on market value:

Investment Strategy!
Real Estate

Credit
32%
Stabilized
Real Estate
52%

Prime Single
Tenant
16%

Property Sectorbii

Real Estate
Credit
32%

Industrial
26%
Medical Office
4% Residential®

Prime Single Tenant 23%
16%
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Summary of Risks

Geographyii

South
25%

Midwest
14%

' Non-U.S.
. ' 8%

East
22%

West
32%

i Excludes equity investment deposits.

it Excludes real estate credit investments and equity investment
deposits.

iii  “Residential” includes multifamily and other types of rental
housing such as senior living and single family rental properties.
As of March 31, 2026, KREST’s allocation to multifamily, senior
living, and single family rental properties are 11.7%, 8.0% and
6.6%, respectively.

All figures as of March 31, 2026 are based on market value.
Percentages may not sum to 100% due to rounding.

For more information, refer to the Fund’s annual report on Form N-CSR
for the year ended December 31, 2025 (the “Annual Report™). The
composition of the Fund’s portfolio is not static and will change over
time.

Investing in the Fund involves risks, including the risk that a stockholder
may receive little or no return on his or her investment or that a
stockholder may lose part or all of his or her investment. The Fund
should be considered a speculative investment that entails substantial
risks, and a prospective investor should invest in the Fund only if they
can sustain a complete loss of their investment. Below is a summary of
some of the principal risks of investing in the Fund. For a more
complete discussion of the risks of investing in the Fund, see “Risks.”

Stockholders should consider carefully the following principal risks
before investing in the Fund:

Investment and Market Risk. An investment in the Fund involves a
considerable amount of risk. Before making an investment decision, a
prospective investor should (i) consider the suitability of this
investment with respect to his or her investment objectives and
personal situation and (ii) consider factors such as his or her personal
net worth, income, age, risk tolerance and liquidity needs. Your
investment in Common Stock represents an indirect investment in the
assets owned by the Fund, and the value of these assets will fluctuate,
sometimes rapidly and unpredictably, and such investment is subject
to investment risk, including the possible loss of the entire principal
amount invested. The Fund will be materially affected by market,
economic and political conditions globally and in the jurisdictions and
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sectors in which it invests or operates, including factors affecting
interest rates, the availability of credit, currency exchange rates and
trade barriers.

Repurchase Offers Risk. As described in this prospectus, the Fund
intends, but is not obligated, to conduct quarterly tender offers, also
referred to as “repurchase offers,” for up to 5.0% of the aggregate
NAYV of its outstanding Common Stock at the applicable NAV per
share as of the applicable valuation date. However, the repurchase of
shares by the Fund decreases the assets of the Fund and, therefore,
may have the effect of increasing the Fund’s expense ratio.
Repurchase offers and the need to fund repurchase obligations may
also affect the ability of the Fund to be fully invested or force the
Fund to maintain a higher percentage of its assets in liquid
investments, which may harm the Fund’s investment performance.
Moreover, diminution in the size of the Fund through repurchases
may result in untimely sales of portfolio investments, and may limit
the ability of the Fund to participate in new investment opportunities.
When the Fund uses leverage, repurchases of shares may compound
the adverse effects of leverage in a declining market. In addition, if
the Fund borrows money to finance repurchases, interest on that
borrowing will negatively affect stockholders who do not tender their
shares by increasing Fund expenses and reducing any net investment
income. Certain stockholders may from time to time own or control a
significant percentage of the Fund’s Common Stock. Repurchase
requests by these stockholders of these shares of Common Stock of
the Fund may cause repurchases to be oversubscribed, with the result
that stockholders may only be able to have a portion of their shares
repurchased in connection with any repurchase offer.

Repurchase offers have been oversubscribed in the past and may also
be oversubscribed in the future. If a repurchase offer is
oversubscribed and the Fund determines not to repurchase additional
shares beyond the repurchase offer amount, or if stockholders tender
an amount of shares greater than that which the Fund is entitled to
purchase, the Fund will repurchase the shares tendered on a pro rata
basis, and stockholders will have to wait until the next repurchase
offer to make another repurchase request. Stockholders will be
subject to the risk of net asset value fluctuations during that period.
Thus, there is also a risk that some stockholders, in anticipation of
proration, may tender more shares than they wish to have repurchased
in a particular quarterly period, thereby increasing the likelihood that
proration will occur. The net asset value of shares tendered in a
repurchase offer may fluctuate between the date a stockholder
submits a repurchase request and the repurchase request deadline, and
to the extent there is any delay between the repurchase request
deadline and the repurchase pricing date. The net asset value on the
repurchase request deadline or the repurchase pricing date may be
higher or lower than on the date a stockholder submits a repurchase
request. There can be no assurance that the Fund will conduct
repurchase offers in any particular period, and stockholders may be
unable to tender shares for repurchase for an indefinite period of time.

21




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.

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.

Trade Risk: In recent years, the U.S. government has indicated its
intent to alter its approach to international trade policy and in some
cases to renegotiate, or potentially terminate, certain existing bilateral
or multi-lateral trade agreements and treaties with foreign countries,
and has made proposals and taken actions related thereto. Tariffs on
imported goods could further increase costs, decrease margins, reduce
the competitiveness of products and services offered by current and
future tenants and adversely affect the revenues and profitability of
the Funds tenants whose businesses rely on goods imported from such
impacted jurisdictions.

There is uncertainty as to further actions that may be taken under the
current U.S. presidential administration with respect to U.S. trade
policy. Further governmental actions related to the imposition of
tariffs or other trade barriers or changes to international trade
agreements or policies, could further increase costs, decrease margins,
reduce the competitiveness of products and services offered by
current and future portfolio companies and adversely affect the
revenues and profitability of companies whose businesses rely on
goods imported from outside of the United States.
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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.

Liquidity Risk. The Fund is designed primarily for long-term investors
and an investment in the Common Stock should be considered
illiquid. The Common Stock is not currently listed for trading on any
securities exchange. There is currently no public market for the
Common Stock and none is expected to develop. Although the Fund
may offer to repurchase Common Stock from stockholders, no
assurance can be given that these repurchases will occur as scheduled
or at all.

Reliance on the Adviser and Investment Professionals. The success of
the Fund depends on the ability of the Adviser and its respective
affiliates to identify and consummate suitable investments and to,
when relevant, exit investments of the Fund prudently.

Delay in Use of Proceeds Risk. Although the Fund currently intends
to invest the proceeds from any sale of the Common Stock offered
hereby within three months from receipt thereof, the deployment of
proceeds may be delayed if suitable investments are unavailable at the
time. Delays that 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.

Competition Risk. Identifying, completing and realizing attractive
portfolio investments is competitive and involves a high degree of
uncertainty. 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 KKR), REITs, commercial and investment banks, commercial
finance and insurance companies and other financial institutions.

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.

1lliquid Investment Risk. Many of the Fund’s investments will be
illiquid, including the Fund’s commercial real estate 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
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set by it or whether any price or other terms offered by a prospective
purchaser would be acceptable to the Fund.

Real Estate Investment Risk. The Fund’s investments will be subject
to the risks typically associated with real estate, including but not
limited to:

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

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

* 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;

» 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;

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

 changes in governmental rules, regulations and fiscal policies;

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

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

* the potential for uninsured or underinsured property losses; and
* other factors which are beyond the Fund’s control.

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. Challenging economic and financial market conditions
may cause the Fund to experience an increase in the number of
commercial real estate investments that result in losses, including
delinquencies, non-performing assets and a decrease in the value of
the property or, in the case of traded real estate-related securities,
collateral which secures its investments, all of which could adversely
affect the Fund’s results of operations.
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Joint Venture Risk. The Fund may in the future enter into joint
ventures with third parties to make investments. The Fund 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. In addition, disputes
between the Fund and its joint venture partners 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. The Fund may at times enter into arrangements
that provide for unfunded commitments and, even when not
contractually obligated to do so, may be incentivized to fund future
commitments related to its investments.

Recourse Financings Risk. In certain cases, financings for the Fund’s
commercial real estate properties may be recourse to the Fund.
Lenders customarily 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 the lender. Our “bad boy” guarantees could apply
to actions of the joint venture partners associated with our
investments.

While the Adviser 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.

Valuation Risk. Within the parameters of the Fund’s valuation
guidelines and applicable SEC and accounting rules and guidance, the
valuation methodologies used to value the Fund’s assets will involve
subjective judgments and projections that ultimately may not
materialize. 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 the Adviser and the Independent
Valuation Advisor. Rapidly changing market conditions or material
events may not be immediately reflected in our daily NAV.

Risks Related to Specific Commercial Real Estate Property Types.
The Fund intends to invest in a variety of commercial real estate
property types, which may expose the Fund to risks, as described in
greater detail below.

Single Family Rental Market Risk. A portion of the Fund’s investment
portfolio will consist of interests in private investment vehicles that
own or otherwise have interests in single family rental properties that
are professionally managed. The Fund may also have direct interests
in single family rental properties or debt instruments or preferred
equity securities providing exposure to such properties. Until

25




recently, the single family rental business consisted primarily of
private and individual investors in local markets and was managed
individually or by small, non-institutional owners and property
managers, many of which may have more specialized market
knowledge than the Adviser. Investors also face risks caused by
proposed state and federal laws intended to prohibit institutional
investors from engaging in the single family rental market. A
downturn or slowdown in the rental demand for single family housing
caused by adverse economic, regulatory, or environmental conditions,
or other events may have an impact on the value of the Fund’s assets
or operating results. There may be seasonal fluctuations in rental
demand, with demand higher in the spring and summer than in the
late fall and winter. Such seasonal fluctuations may impact the Fund’s
performance.

In addition to general, regional, national and international economic
conditions, the Fund’s performance will be impacted by the economic
conditions in the markets where the Fund holds single family assets.
The Adviser may not be able to select these markets appropriately.

Rental Risk Generally. 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 performance.

Risk of Competition for Quality Residents. The Fund depends on
rental income from tenants for a substantial amount of its income. As
a result, the Fund’s performance in residential investments depends in
large part upon its ability to invest in properties that attract and retain
qualified residents.

Prime Single Tenant Risk. The Fund depends on its tenants for
revenue, and therefore the Fund’s revenue is dependent on the success
and economic viability of its tenants. The Fund’s reliance on single
tenants in prime single tenant properties may decrease its ability to
lease vacated space and could adversely affect its income,
performance, operations and ability to pay distributions. Certain of
the Fund’s investments in properties will be leased out to single
tenants that the Adviser believes have favorable credit profiles and/or
performance attributes supporting highly visible long-term cash
flows. Adverse impacts to such tenants, businesses or operators,
including as a result of changes in market or economic conditions,
natural disasters, outbreaks of an infectious disease, pandemic or any
other serious public health concern, political events or other factors
that may impact the operation of these properties, may have negative
effects on our business and financial results.

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
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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. In the event of any default under a mortgage loan held
directly by the Fund, it 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 loan, which could have
a material adverse effect on the profitability of the Fund.

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
mortgage loans secured by income producing real property because
the investment may become unsecured as a result of foreclosure by
the senior lender. As a result, the Fund may not recover some or all of
its investment.

Back Leverage Risk. The Fund may use “back leverage,” where a
lender borrows money from a third-party to finance its loan to a
borrower, for certain investments. The use of back leverage
potentially enhances the return profile of investments, and
accordingly, of the Fund overall, but also increases the risks
associated with collateralized assets held through the same leverage
facilities. The use of back leverage also could limit the ability of a
collateralized vehicle to make distributions.

CMBS Risk. Commercial mortgage-backed securities (“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 multifamily 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, 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. The Fund has historically invested a significant portion of
its portfolio in CMBS.

RMBS Risk. Our investments in residential mortgage-backed
securities (“RMBS”) are subject to the risks of defaults, foreclosure
timeline extension, fraud, home price depreciation and unfavorable
modification of loan principal amount, interest rate and amortization
of principal accompanying the underlying residential mortgage loans.
In the event of defaults on the residential mortgage loans that underlie
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our investments in RMBS and the exhaustion of any underlying or
any additional credit support, we may not realize our anticipated
return on our investments and we may incur a loss on these
investments. We may also acquire non-agency RMBS, which are
backed by residential property but, in contrast to agency RMBS, their
principal and interest are not guaranteed by federally chartered
entities such as Fannie Mae and Freddie Mac and, in the case of the
Government National Mortgage Association, the U.S. government.

Below Investment Grade (High Yield or Junk) Securities Risk. A
material portion of the Fund’s traded real estate-related securities
(including both direct and indirect investments) may consist of below
investment grade securities. Lower grade securities may be
particularly susceptible to economic downturns. 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
commercial real estate investments with property-level financing.

There can be no assurance that any financing will be available 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. Any failure to obtain financing
could have a material adverse effect on the continued development or
growth of the Fund’s investments and harm the Fund’s ability to
operate and make distributions.

Interest Rate Risk. The Fund’s investments will expose it to interest
rate risk, meaning that changes in prevailing market interest rates
could negatively affect the value of such investments. If interest rates
increase, so could the Fund’s interest costs for new debt, including
variable rate debt obligations under any credit facility or other
financing. This increased cost could make the financing of any
development or acquisition more costly. Changes in interest rates may
also affect certain of the Fund’s investments in traded real estate-
related securities to the extent such debt does not float as a result of
floors or otherwise. Factors that will affect market interest rates
include, without limitation, inflation, deflation, slow or stagnant
economic growth or recession, unemployment, money supply,
governmental monetary policies, international disorders and
instability in domestic and foreign financial markets.

SOFR Risk. The Secured Overnight Financing Rate (“SOFR”) is
intended to be a broad measure of the cost of borrowing funds
overnight in transactions that are collateralized by U.S. Treasury
securities. SOFR is calculated based on transaction-level repo data
collected from various sources. For each trading day, SOFR is
calculated as a volume-weighted median rate derived from such data.
SOFR is calculated and published by the Federal Reserve Bank of
New York (“FRBNY?™). If data from a given source required by the
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FRBNY to calculate SOFR is unavailable for any day, then the most
recently available data for that segment will be used, with certain
adjustments. If errors are discovered in the transaction data or the
calculations underlying SOFR after its initial publication on a given
day, SOFR may be republished at a later time that day. Rate revisions
will be effected only on the day of initial publication and will be
republished only if the change in the rate exceeds one basis point.

Because SOFR is a financing rate based on overnight secured funding
transactions, it differs fundamentally from the previously used rate,
the London Interbank Offered Rate (“LIBOR”). SOFR is a secured
overnight rate reflecting the credit of U.S. Treasury securities as
collateral. Thus, it is largely insensitive to credit-risk considerations
and to short-term interest rate risks. SOFR is a transaction-based rate,
and it has been more volatile than other benchmark or market rates
during certain periods. SOFR has a limited history, having been first
published in April 2018. The future performance of SOFR, and
SOFR-based reference rates, cannot be predicted based on SOFR’s
history or otherwise. Levels of SOFR in the future may bear little or
no relation to historical levels of SOFR, LIBOR or other rates.

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.

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

Leverage Risk. The Fund may use leverage in connection with its
investments. 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.

Risks Related to the Banking Sector. Uncertainty caused by bank
failures—and general concern regarding the financial health and
outlook for other financial institutions—could have an overall
negative effect on banking systems and financial markets generally.
Any developments could also have other implications for broader
economic and monetary policy, including interest rate policy. There
can be no assurances that conditions in the banking sector and in
global financial markets will not worsen and/or adversely affect the
Fund or one or more of its portfolio investments or its overall
performance.
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Potential Conflicts of Interest Risk. KKR serves as adviser or
sub-adviser to other vehicles that have the same or similar investment
objectives and investment strategies to those of the Fund. As a result,
the Adviser and the Fund’s portfolio managers may devote unequal
time and attention to the management of the Fund and those other
funds and accounts. Conflicts of interest exist or could arise in the
future as a result of the relationships between us and our affiliates, on
the one hand, and our wholly-owned operating partnership or any
partner thereof, on the other. KKR has hired and expects in the future
to hire third-party or affiliated property managers (who could also be
joint venture partners for an investment) at prevailing market rates to
perform management and specialized services for the Fund’s
commercial real estate investments. For further information on
potential conflicts of interest, see “Conflicts of Interest.”

Allocation of Investment Opportunities Risk. Certain other existing or
future funds, investment vehicles and accounts managed by KKR and
its affiliates and KKR proprietary entities invest in securities,
properties and other assets in which the Fund seeks to invest. The
Adpviser’s allocation policy is designed to fairly and equitably
distribute investment opportunities over time and in accordance with
the Order, if required, among funds or pools of capital managed by
the Adviser and its affiliates. Allocation of identified investment
opportunities among the Fund, KKR and other KKR investment
vehicles presents inherent conflicts of interest where demand exceeds
available supply. The Adviser expects there could be overlap of
investment opportunities for the Fund and other KKR investment
vehicles and KKR proprietary accounts, and the Fund’s share of
investment opportunities may be materially affected by competition
from other KKR investment vehicles and KKR proprietary entities.
Investors should note that the conflicts inherent in making such
allocation decisions will not always be resolved in favor of the Fund.
See “Investment Objectives and Strategies—Allocation of Investment
Opportunities” and “Conflicts of Interest.”

Incentive Fee Risk. The incentive fee may create an incentive for the
Adviser to make investments in order to maximize Portfolio
Operating Income under the incentive fee even if such investments
may not benefit our NAV, cause us to use more leverage than the
Adviser otherwise would in the absence of the incentive fee or to
otherwise make riskier investments on our behalf. While the Board
does not monitor specific investment decisions by the Adviser and the
particular timing of individual investment decisions as they relate to
the Incentive Fee, the Board, as part of its fiduciary duties and
responsibilities under the Investment Company Act (relating to future
determinations as to whether to renew the Advisory Agreement),
considers whether the incentive fee is fair and reasonable.

Payment of Management and Incentive Fees in Shares Risk. The Fund
relies on exemptive relief from the SEC that permits the Fund to pay
the Adviser all or a portion of its Management Fees and Incentive
Fees in shares of Common Stock in lieu of paying the Adviser an
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equivalent amount of such fees in cash, which may dilute third-party
interests in the Fund.

Non-U.S. Investment Risks. We have in the past and may continue to
invest in real estate located outside of the United States and real estate
debt issued in, and/or backed by real estate in, countries outside the
United States, including Asia and Europe. Non-U.S. real estate and
real estate-related investments involve certain factors not typically
associated with investing in real estate and real estate-related
investments in the U.S., including risks relating to (i) currency
exchange matters; (ii) differences in conventions relating to
documentation, settlement, corporate actions, stakeholder rights and
other matters; (iii) differences between U.S. and non-U.S. real estate
markets, including potential price volatility in and relative illiquidity
of some non-U.S. markets; (iv) the absence of uniform accounting,
auditing and financial reporting standards, practices and disclosure
requirements and differences in government supervision and
regulation; (v) certain economic, social and political risks; (vi) the
possible imposition of non-U.S. taxes on income and gains and gross
sales or other proceeds recognized with respect to such investments;
(vii) differing and potentially less well-developed or well-tested
corporate laws regarding stakeholder rights, creditors’ rights
(including the rights of secured parties), fiduciary duties and the
protection of investors; (viii) different laws and regulations including
differences in the legal and regulatory environment or enhanced legal
and regulatory compliance; (ix) political hostility to investments by
foreign investors; (x) less publicly available information;

(xi) obtaining or enforcing a court judgement abroad; (xii) restrictions
on foreign investment in other jurisdictions; and (xiii) difficulties in
effecting repatriation of capital.

Property Manager Risk. The Adviser will hire property managers to
manage our properties and leasing agents to lease vacancies in our
properties. These property managers may be our affiliates or partners
in joint ventures that we enter into. The property managers have
significant decision-making authority with respect to the management
of our properties. Our ability to direct and control how our properties
are managed on a day-to-day basis may be limited because we engage
other parties to perform this function. Thus, the success of our
business may depend in large part on the ability of our property
managers to manage the day-to-day operations and the ability of our
leasing agents to lease vacancies in our properties. To the extent
permitted by the Investment Company Act, such property managers
may also be affiliated with KKR, which could result in conflicts of
interest. Any adversity experienced by, or problems in our
relationship with, our property managers or leasing agents could
adversely impact the operation and profitability of our properties.

Risks Related to the Fund’s REIT Status. The Fund expects 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
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Key Features of a REIT

Limitation on Ownership Level

U.S. Federal Income Tax
Considerations

administrative interpretations exist. Notwithstanding the availability
of cure provisions in the Code, various compliance requirements
could be failed and could jeopardize the Fund’s REIT status.

Tax Risks of Investing in the Fund. Even if the Fund qualifies and
maintains its status as a REIT, it may become subject to U.S. federal
income taxes and related state and local taxes.

We have elected to be taxed as a REIT and have qualified, and intend
to continue to qualify annually, to be taxed as a REIT for U.S. federal
income tax purposes under the Code. In general, a REIT is a company
that:

* acquires or provides financing for real estate assets;

« offers the benefits of a professionally managed real estate
portfolio;

« satisfies the various requirements of the Code, including a
requirement to distribute at least 90% of its REIT taxable income
each year to its stockholders; and

* is generally not subject to U.S. federal corporate income taxes on
its net taxable income that it currently distributes to its
stockholders, which substantially eliminates the “double
taxation” (i.e., taxation at both the corporate and stockholder
levels) that generally results from investments ina C
corporation.

Our charter contains restrictions on the number of shares any one
person or group may own. Specifically, our charter will not permit
any person or group to beneficially or constructively own more than
9.8% in value or number of shares, whichever is more restrictive, of
our outstanding Common Stock or of the aggregate 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 9.8% limits would not be effective without an
exemption from these limits (prospectively or retroactively) by the
Board. These limits may be further reduced if the Board waives these
limits for certain holders. See “Certain Provisions in the Charter and
Bylaws—Transfer Restrictions.” These restrictions are designed,
among other purposes, to enable us to comply with ownership
restrictions imposed on REITs by the Code. Attempted acquisitions in
excess of the restrictions described above will, pursuant to the charter,
be void from the outset.

We have elected to be taxed as a REIT and have qualified, and intend
to qualify annually, to be taxed as a REIT.

Our qualification and taxation as a REIT depend upon our ability to
meet on a continuing basis, through actual operating results, certain
qualification tests set forth in the U.S. federal tax laws. Those
qualification tests involve the percentage of income that we earn from
specified sources, the percentage of our assets that falls within
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specified categories, the diversity of the ownership of our shares, and
the percentage of our taxable income that we distribute. See “Certain
U.S. Federal Income Tax Considerations.” No assurance can be given
that the Fund will in fact satisfy such requirements for any taxable
year.

If we qualify as a REIT, we generally will be allowed to deduct
dividends paid to stockholders and, as a result, we generally will not
be subject to U.S. federal income tax on that portion of our ordinary
income and net capital gain that we annually distribute to
stockholders, as long as we meet the minimum distribution
requirements under the Code. We intend to make distributions to
stockholders on a regular basis as necessary to avoid material U.S.
federal income tax and to comply with the REIT distribution
requirements. See “Certain U.S. Federal Income Tax
Considerations.”

In the case of certain U.S. stockholders, we expect IRS Form
1099-DIV tax information, if required, to be sent to stockholders
following the end of each year.
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SUMMARY OF FUND EXPENSES

This table illustrates the fees and expenses of the Fund that you will incur if you buy and hold shares of the
Common Stock, as a percentage of net assets attributable to each class of shares.

ClassI Class D Class S Class U

Stockholder Transaction Expenses:

Maximum Sales Load (as a percentage of the offering price)! ......... None None 3.00% None
Maximum Dealer Manager Fees (as a percentage of the offering

PIiCE ) L None None 0.50% None
Dividend Reinvestment and Cash Purchase Plan Fees ............... None None None None
Annual Expenses (Percentage of Net Assets Attributable to Shares)
Management Fee2 ... ... ... . . ... 1.25% 1.25% 1.25% 1.25%
Incentive Fee? ... ... ... 0.44% 0.44% 0.44% 0.44%
Servicing Feet . ... .. . None 0.25% 0.25% 0.25%
Distribution FeeS ... ... ... . None None 0.60% 0.60%
Interest Payments on Borrowed Funds® . . ......................... 0.46% 0.46% 0.46% 0.46%
Property Level Expenses” . ............ ... — — — —
Other Expenses® . .. .. ... 0.53% 0.53% 0.53% 0.53%
Total Annual Fund Operating Expenses .......................... 2.68% 2.93% 3.53% 3.53%
Fees Waived and/or Expenses Reimbursed or Recouped® ............ 0.02% 0.02% 0.02% 0.02%
Total Annual Fund Operating Expenses After Fee Waiver and/or

Expense Reimbursement or Recoupment ....................... 2.70% 2.95% 3.55% 3.55%

1 KKR Capital Markets LLC (the “Distributor”) is the principal underwriter and distributor of the Common
Stock and serves in that capacity on a best efforts basis, subject to various conditions. Shares may be offered
through Selling Agents that have entered into selling agreements with the Distributor. Selling Agents
typically receive the sales load with respect to Class S Shares purchased by their clients. The Distributor
does not retain any portion of the sales load or dealer manager fees. Class S Shares are subject to a
maximum sales load of up to 3.00% of the offering price. However, purchases of Class S Shares may be
eligible for a sales load discount. Class S Shares are subject to a maximum dealer manager fee of 0.50% of
the offering price. See ‘“Purchase of Shares—Sales Loads and Dealer Manager Fees.” The Selling Agents
may, in their sole discretion and subject to applicable law, reduce or waive the sales load on a
non-scheduled basis in individual cases. Although Class D Shares, Class U Shares and Class I Shares are
each not subject to a sales load or dealer manager fee, investors purchasing Shares through a Selling Agent
could be required to pay transactional or other fees on purchases and sales of Class D Shares, Class U
Shares or Class I Shares to their Selling Agents in such amounts as their Selling Agents may determine. Any
such fees will be in addition to an investor’s investment in the Fund and not deducted therefrom. Investors
should consult with their Selling Agents about the sale load and any additional fees or charges their Selling
Agents might impose on each class of shares.

2 Pursuant to the Advisory Agreement, the Adviser receives a Management Fee payable monthly in arrears at
the annual rate of 1.25% of the average daily value of the Fund’s net assets. See “Management of the
Fund—Investment Advisory Agreements and Fees.”

3 Pursuant to the Advisory Agreement, the Adviser receives an incentive fee that is payable quarterly in
arrears in an amount equal to 12.5% of the Fund’s Portfolio Operating Income for the immediately
preceding quarter. See “Management of the Fund—Investment Advisory Agreements and Fees.”

4 Class D Shares, Class S Shares and Class U Shares are subject to a Servicing Fee that is payable monthly and
accrued daily at an annualized rate of 0.25% of the net assets of the Fund attributable to such classes. The
Servicing Fee is for personal services provided to stockholders and/or the maintenance of stockholder accounts
and, where applicable, to reimburse the Distributor for related expenses incurred. The Servicing Fee is
governed by the Fund’s Shareholder Servicing Plan. All or a portion of the Servicing Fee may be used to pay
for sub-transfer agency, sub-accounting and certain other administrative services. The Fund also pays for
certain sub-transfer agency, sub-accounting and administrative services outside of the Servicing Fee.
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5 The Fund pays the Distributor a Distribution Fee that is payable monthly and accrued daily at an annualized
rate of 0.60% of the net assets of the Fund attributable to Class U Shares and Class S Shares. The
Distribution Fee is for the sale and marketing of the Class U Shares and Class S Shares and to reimburse the
Distributor for related expenses incurred. All or a portion of the Distribution Fee may be used to pay for
sub-transfer agency, sub-accounting and certain other administrative services that are not required to be paid
pursuant to a service fee under FINRA rules. The Distributor generally will pay all or a portion of the
Distribution Fee to the Selling Agents that sell Class U Shares and Class S Shares. Payment of the
Distribution Fee is governed by the Fund’s Distribution and Service Plan.

6  The table assumes the average use of leverage by the Fund (including by the Fund’s consolidated
subsidiaries) in an amount equal to 5% of the Fund’s total assets (less all liabilities and indebtedness not
represented by Investment Company Act leverage) and assumes the annual interest rate on borrowings is
6.7%. The Fund’s actual interest costs associated with leverage may differ from the estimates above. In
addition, the Fund also expects that its unconsolidated operating entities will use borrowings, the costs of
which will be indirectly borne by stockholders. In December 2022, the Fund entered into a revolving credit
facility (the “Credit Agreement”) with Barclays Bank PLC, Goldman Sachs Lending Partners LLC and
Wells Fargo Bank N.A. in the amount of $250,000,000. The interest rate on Benchmark Advances under the
Credit Agreement is the SOFR plus applicable margin of (a) 3.05% for borrowings in U.S. dollars or
Sterling or (b) 3.00% for borrowings in currencies other than U.S. dollars and Sterling. The Fund pays a
non-usage fee equal to 0.35% per annum on the daily unused portion of the committed line. In May 2025,
the Fund extended the Credit Agreement for three years through May 12, 2028. The Credit Agreement also
has a one year extension option through May 12, 2029. At December 31, 2025, the Fund had no borrowings
outstanding under the Credit Agreement.

7  Represents estimated fees and expenses related to property management, disposition expenses, any other
expenses related to investments in real property by the Fund’s consolidated subsidiaries. In addition, the Fund
also expects that its unconsolidated operating entities will incur property management, disposition and other
expenses related to investments in real property, the costs of which will be indirectly borne by stockholders.
The Fund’s real estate operating subsidiaries have and expect in the future to hire third-party or affiliated
property managers (who could also be joint venture partners for an investment) at prevailing market rates to
perform management and specialized services for the Fund’s commercial real estate investments.

8  “Other Expenses” are estimated based on average Fund net assets of approximately $1,466,000,000 for the
current fiscal year. “Other Expenses” include professional fees, offering expenses and other expenses,
including, without limitation, filing fees, printing fees, administration fees, custody fees, director fees and
insurance costs.

9  Pursuant to an Expense Limitation and Reimbursement Agreement, through April 30, 2027, the Adviser has
agreed to waive its fees and/or reimburse expenses of the Fund so that certain of the Fund’s Specified
Expenses will not exceed 0.50% of net assets (annualized). The Fund has agreed to repay these amounts,
when and if requested by the Adviser, but only if and to the extent that Specified Expenses are less than
0.50% of net assets (annualized) (or, if a lower expense limit is then in effect, such lower limit) within 36
months after the Adviser waived or reimbursed such fees or expenses; provided, however, that the Adviser
may recapture a Specified Expense in the same year it is incurred. This arrangement cannot be terminated
prior to April 30, 2027 without the Board’s consent. “Specified Expenses” is defined to include all expenses
incurred in the business of the Fund, including offering costs, with the exception of (i) the Management Fee,
(i) the Incentive Fee, (iii) the Servicing Fee, (iv) the Distribution Fee, (v) property level expenses,

(vi) brokerage costs or other investment-related out-of-pocket expenses, including with respect to
unconsummated investments, (vii) dividend/interest payments (including any dividend payments, interest
expenses, commitment fees, or other expenses related to any leverage incurred by the Fund), (viii) taxes,
and (ix) extraordinary expenses (as determined in the sole discretion of the Adviser).

The purpose of the table above is to assist prospective investors in understanding the various fees and
expenses stockholders will bear directly or indirectly. For a more complete description of the various fees and
expenses of the Fund, see “Management—Investment Advisory Agreement,” “—Expense Limitation and
Reimbursement Agreement” and “—Administrator” and “Plan of Distribution.”
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Class I Example

The following example illustrates the expenses that you would pay on a $1,000 investment in Class I Shares
and assuming (i) total annual expenses of net assets attributable to the Class I Shares remains the same, (ii) a 5%
annual return, (iii) reinvestment of all dividends and distributions at NAV and (iv) application of the Expense
Limitation and Reimbursement Agreement through April 30, 2027:

1 Year 3 Years 5 Years 10 Years
Total Expenses Incurred .............................. $27 $83 $142 $301

The example should not be considered a representation of future expenses. Actual expenses may be greater
or less than those shown.

Class D Example

The following example illustrates the expenses that you would pay on a $1,000 investment in Class D
Shares and assuming (i) total annual expenses of net assets attributable to the Class D Shares remains the same,
(i1) a 5% annual return, (iii) reinvestment of all dividends and distributions at NAV and (iv) application of the
Expense Limitation and Reimbursement Agreement through April 30, 2027:

1 Year 3 Years 5 Years 10 Years
Total Expenses Incurred . ............................. $30 $91 $154 $325

The example should not be considered a representation of future expenses. Actual expenses may be greater
or less than those shown.

Class S Example

The following example illustrates the expenses that you would pay on a $1,000 investment in Class S Shares
and assuming (i) the maximum sales load, (ii) total annual expenses of net assets attributable to the Class S
Shares remains the same, (iii) a 5% annual return, (iv) reinvestment of all dividends and distributions at NAV
and (v) application of the Expense Limitation and Reimbursement Agreement through April 30, 2027:

1 Year 3 Years 5 Years 10 Years
Total Expenses Incurred .. ............ ... ... ... ....... $69 $140 $212 $401

The example should not be considered a representation of future expenses. Actual expenses may be greater
or less than those shown.

Class U Example

The following example illustrates the expenses that you would pay on a $1,000 investment in Class U
Shares and assuming (i) total annual expenses of net assets attributable to the Class U Shares remains the same,
(i1) a 5% annual return, (iii) reinvestment of all dividends and distributions at NAV and (iv) application of the
Expense Limitation and Reimbursement Agreement through April 30, 2027:

1 Year 3 Years 5 Years 10 Years
Total Expenses Incurred . ............................. $36 $108 $183 $380

The example should not be considered a representation of future expenses. Actual expenses may be greater
or less than those shown.
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FINANCIAL HIGHLIGHTS

The selected data below sets forth the per share operating performance and ratios for the periods presented.
The financial information was derived from and should be read in conjunction with the Financial Statements of
the Fund and Notes thereto, which are incorporated by reference into this prospectus and the SAI. The financial
information for each fiscal year has been audited by Deloitte & Touche LLP, the Fund’s independent registered
public accounting firm, whose unqualified report on such Financial Statements is incorporated by reference into
the SAIL

For the For the For the For the For the
Year Ended Year Ended Year Ended Year Ended Year Ended
December 31, December 31, December 31, December 31, December 31,

2025 2024 2023 2022 2021

Class I Shares
Per Share Operating Performance®
Net asset value, beginning of year ... .. $24.86 $27.00 $30.39 $29.49 $26.32
Income (Loss) from operations:
Net investment income ............... 0.76 0.79 0.83 1.02 1.37
Net realized and unrealized gain

(loss)@ oo (0.61) (1.37) (2.66) 1.44 5.09
Total income (loss) from operations . . . . 0.15 (0.58) (1.83) 2.46 6.46
Less distributions®: . ................ (1.56) (1.56) (1.56) (1.56) (3.29)
Net asset value, end of year ........... $23.45 $24.86 $27.00 $30.39 $29.49
Total return® ...................... 0.66% 2.17)% (6.25)% 8.32% 26.06%
Ratio to average net assets:
Expenses, before waivers .............. 2.50% 2.44% 2.56% 3.11% 4.09%
Expenses, after waivers ............... 2.40% 2.34% 2.47% 2.58% 1.67%
Expenses, after waivers and excluding

expenses outside the Expense

Limitation Agreement .............. 0.50% 0.50% 0.50% 0.50% 0.50%
Net investment income ............... 3.17% 3.09% 2.85% 3.25% 4.91%
Supplemental data
Net assets, end of year (000°s) .......... $831,635 $556,619 $460,975 $511,959 $340,123
Portfolio turnover rate® . .............. 15.25% 18.23% 6.41% 7.44% 32.00%

(1) Per share calculations were performed using the average shares outstanding for the year. Per share data may
be rounded in order to recompute the ending net asset value per share.

(2) The amount shown is the balancing amount derived from the other figures in the schedule. The amount
shown for a share outstanding throughout the period may not agree with the change in the aggregate gains
and losses on investments for the period because of the timing of sales of the Fund’s shares in relation to
fluctuating market values for the portfolio.

(3) Taxed as a return of capital.

(4) Total return is for the year indicated and has not been annualized. Total return assumes a purchase of
common stock at the net asset value on the first day and a sale at the net asset value on the last day of each
period reported on the table. Total return does not reflect sales load and assumes reinvestment of dividends
and distributions at prices obtained pursuant to the Fund’s dividend reinvestment plan.

(5) Portfolio turnover is calculated on the basis of the Fund as a whole and has not been annualized.
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For the
Period from

For the For the For the For the July 1,
Year Ended Year Ended Year Ended Year Ended 2021M to
December 31, December 31, December 31, December 31, December 31,
2025 2024 2023 2022 2021

Class U Shares
Per Share Operating Performance®
Net asset value, beginning of year ... .. $24.86 $27.00 $30.39 $29.49 $26.71
Income (Loss) from operations:
Net investment income . .............. 0.54 0.59 0.59 0.75 0.54
Net realized and unrealized gain

(loss)® o (0.59) (1.39) (2.67) 1.45 2.90
Total income (loss) from operations . . . . (0.05) (0.80) (2.08) 2.20 3.44
Less distributions®: . ................ (1.36) (1.34) (1.31) (1.30) (0.66)
Net asset value, end of year ........... $23.45 $24.86 $27.00 $30.39 $29.49
Total return® . ..................... (0.19)% (3.00)% (7.04)% 7.40% 13.03%
Ratio to average net assets:
Expenses, before waivers .. ............ 3.34% 3.29% 3.41% 3.93% 5.10%
Expenses, after waivers ............... 3.25% 3.19% 3.32% 3.44% 2.81%
Expenses, after waivers and excluding

expenses outside the Expense

Limitation Agreement .............. 0.50% 0.50% 0.50% 0.50% 0.50%
Net investment income . .............. 2.25% 2.30% 2.00% 2.39% 3.77%
Supplemental data
Net assets, end of year (000’s) .......... $624,749 $703,083 $872,317  $1,091,336  $370,590
Portfolio turnover rate© . . ............. 15.25% 18.23% 6.41% 7.44% 32.00%

(1) Class U Shares commenced operations on July 1, 2021.

(2) Per share calculations were performed using the average shares outstanding for the year. Per share data may

be rounded in order to recompute the ending net asset value per share.

(3) The amount shown is the balancing amount derived from the other figures in the schedule. The amount
shown for a share outstanding throughout the period may not agree with the change in the aggregate gains
and losses on investments for the period because of the timing of sales of the Fund’s shares in relation to

fluctuating market values for the portfolio.
(4) Taxed as a return of capital.

(5) Total return is for the year indicated and has not been annualized. Total return assumes a purchase of
common stock at the net asset value on the first day and a sale at the net asset value on the last day of each
period reported on the table. Total return does not reflect sales load and assumes reinvestment of dividends

and distributions at prices obtained pursuant to the Fund’s dividend reinvestment plan.
(6) Portfolio turnover is calculated on the basis of the Fund as a whole and has not been annualized.
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Class D Shares

Per Share Operating Performance?

Net asset value, beginning of year
Income (Loss) from operations:

Net investment income . .............
Net realized and unrealized gain (loss)® . ..

Total income (loss) from operations

Less distributions®:
Net asset value, end of year

Total return® . .. ..................

Ratio to average net assets:

Expenses, before waivers ............
Expenses, after waivers .. ............
Expenses, after waivers and excluding
expenses outside the Expense Limitation
Agreement ................... ...
Net investment income ..............

Supplemental data

Net assets, end of year (000’s) ........
Portfolio turnover rate® .............

For the

For the Period For the
Period from from Period from
For the For the September 19, January 1, March 4,
Year Ended Year Ended 2023M to 2023 to 2022M to
December 31, December 31, December 31, May 11, December 31,
2025 2024 2023 2023M 2022
$24.86 $27.00 $28.52 $30.39 $30.80
0.69 0.74 0.16 0.27 0.78
(0.60) (1.38) (1.26) (0.03) 0.03
0.09 (0.64) (1.10) 0.24 0.81
(1.50) (1.50) (0.42) (0.53) (1.22)
$23.45 $24.86 $27.00 $30.10 $30.39
0.40% (2.42)% (3.89)% 0.80% 2.56%
2.74% 2.69% 2.79% 2.80% 3.26%
2.65% 2.59% 2.70% 2.73% 2.83%
0.50% 0.50% 0.50% 0.50% 0.50%
2.87% 2.86% 2.02% 2.52% 3.00%
$169 $169 $173 $— $440
15.25% 18.23% 0.47% 3.96% 7.44%

(1) Class D Shares commenced operations on March 4, 2022. On May 11, 2023, all outstanding Class D Shares
were converted to Class I Shares at $30.10 per share. Class D Shares were reopened on September 19, 2023

at $28.52 per share.

(2) Per share calculations were performed using the average shares outstanding for the year. Per share data may

be rounded in order to recompute the ending net asset value per share.

(3) The amount shown is the balancing amount derived from the other figures in the schedule. The amount
shown for a share outstanding throughout the period may not agree with the change in the aggregate gains
and losses on investments for the period because of the timing of sales of the Fund’s shares in relation to

fluctuating market values for the portfolio.

(4) Taxed as a return of capital.

(5) Total return is for the year indicated and has not been annualized. Total return assumes a purchase of
common stock at the net asset value on the first day and a sale at the net asset value on the last day of each
period reported on the table. Total return does not reflect sales load and assumes reinvestment of dividends
and distributions at prices obtained pursuant to the Fund’s dividend reinvestment plan.

(6) Portfolio turnover is calculated on the basis of the Fund as a whole and has not been annualized.
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Class S Shares

Per Share Operating Performance®
Net asset value, beginning of year
Income (Loss) from operations:
Net investment income
Net realized and unrealized gain (loss)®

Total income (loss) from operations

Less distributions®: .. .............

Net asset value, end of year

Total return®
Ratio to average net assets:
Expenses, before waivers
Expenses, after waivers

Expenses, after waivers and excluding expenses outside

the Expense Limitation Agreement
Net investment income
Supplemental data
Net assets, end of year (000’s)
Portfolio turnover rate(®

(1
2)

For the
Period from

For the For the For the September 9,
Year Ended Year Ended Year Ended 20220 to
December 31, December 31, December 31, December 31,
2025 2024 2023 2022
$24.86 $27.00 $30.39 $31.50
0.55 0.59 0.59 0.21
(0.60) (1.39) (2.67) (0.93)
(0.05) (0.80) (2.08) 0.72)
(1.36) (1.34) (1.31) (0.39)
$23.45 $24.86 $27.00 $30.39
(0.20)% (3.00)% (7.04)% (2.29)%
3.34% 3.29% 3.41% 4.32%
3.24% 3.20% 3.32% 3.57%
0.50% 0.50% 0.50% 0.50%
2.27% 2.28% 2.01% 2.26%
$42 $55 $88 $94
15.25% 18.23% 6.41% 7.44%

Class S Shares commenced operations on September 9, 2022.
Per share calculations were performed using the average shares outstanding for the year. Per share data may

be rounded in order to recompute the ending net asset value per share.

)

The amount shown is the balancing amount derived from the other figures in the schedule. The amount

shown for a share outstanding throughout the period may not agree with the change in the aggregate gains
and losses on investments for the period because of the timing of sales of the Fund’s shares in relation to
fluctuating market values for the portfolio.

Taxed as a return of capital.

4)
)

Total return is for the year indicated and has not been annualized. Total return assumes a purchase of

common stock at the net asset value on the first day and a sale at the net asset value on the last day of each
period reported on the table. Total return does not reflect sales load and assumes reinvestment of dividends
and distributions at prices obtained pursuant to the Fund’s dividend reinvestment plan.

(6)
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SENIOR SECURITIES

The following table sets forth certain information regarding the Fund’s outstanding senior securities as of
the end of each fiscal year for the periods presented. The financial information was derived from and should be
read in conjunction with the Financial Statements of the Fund and Notes thereto, which are incorporated by
reference into this prospectus and the SAI. The financial information for each fiscal year has been audited by
Deloitte & Touche LLP, the Fund’s independent registered public accounting firm, whose unqualified report on
such Financial Statements is incorporated by reference into the SAI.

Total
Amount
Outstanding
Exclusive of
Treasury Asset
Securities Coverage Involuntary
in (in Liquidating
Year thousands)®)  thousands)®  Preference®  Average Market Value®
Revolving Credit Facility
Year Ended December 31,2025 ......... N/A N/A N/A N/A
Year Ended December 31,2024 ......... N/A N/A N/A N/A
Year Ended December 31,2023 ......... N/A N/A N/A N/A
Year Ended December 31,2022 ......... N/A N/A N/A N/A
Year Ended December 31,2021 ......... $197,000 $4,608 N/A N/A
Year Ended December 31,2020 ......... N/A N/A N/A N/A

(1) Total amount of each class of senior securities outstanding at the end of the period presented.

(2) The asset coverage ratio for a class of senior securities representing indebtedness is calculated as the Fund’s
total assets, less all liabilities and indebtedness not represented by senior securities, divided by total senior
securities representing indebtedness as calculated for the applicable borrowings and then multiplying by
$1,000.

(3) The amount to which such class of senior security would be entitled upon our involuntary liquidation in
preference to any security junior to it.

(4) Not applicable because the senior securities are not registered for public trading.
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THE FUND

The Fund is a non-diversified closed-end management investment company that continuously offers the
Common Stock. The Fund was organized as a Maryland corporation on February 18, 2020 and has elected and
qualified, and intends to continue to qualify annually, as a REIT for U.S. federal income tax purposes under the
Code. The Fund has a limited operating history. The Fund’s principal office is located at 30 Hudson Yards, New
York, NY 10001 and its telephone number is (212) 750-8300.

USE OF PROCEEDS

The Fund will invest the net proceeds from the sale of the Common Stock in accordance with the Fund’s
investment objectives and policies as stated below. The Fund generally expects to invest the proceeds from the
offering as soon as practicable; which under normal circumstances is expected to be within three months from
receipt thereof. However, in certain limited circumstances, such as in the case of unusually large cash inflows,
the Fund may take up to six months or longer to fully invest the proceeds from the offering. Pending investment
pursuant to the Fund’s investment objectives and policies, the net proceeds of the offering may be invested in
permitted temporary investments, including, without limitation, short-term U.S. government securities, bank
certificates of deposits and other short-term liquid investments. In addition, the Fund may maintain a portion of
the proceeds in cash to meet operational needs. The Fund may be prevented from achieving its investment
objectives during any time in which the Fund’s assets are not substantially invested in accordance with its
policies.
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INVESTMENT OBJECTIVES AND STRATEGIES

Benefits of Investing in Real Estate

Allocating a portion of your investment portfolio to real estate may provide you with a steady source of
income, growth potential, portfolio diversification, a hedge against inflation, and attractive risk-adjusted returns.

Investors may benefit from adding a diversified real estate component to their investment portfolios for the
following reasons:

Stabilized real estate combined with proactive investment management and asset management may
create an attractive return profile.

Amidst higher levels of inflation, changes in interest rates and lower real yields, investors continue to
seek collateral-backed cash flows. Assets linked to nominal gross domestic product (“GDP”) have the
ability to appreciate alongside or potentially faster than nominal GDP, which is continuing to drive
flows into real estate.

Market Opportunity

We believe that real estate investments with growth potential and a defensive cash flow base in the largest
and most active real estate markets can provide income and sustain growth over the long term. We expect to hold
investments in this strategy through economic cycles. By focusing on assets and markets with attractive long-
term fundamentals that can support attractively-priced long-term capital structures, we believe that we can
generate attractive absolute and relative total returns with a substantial income component.

We believe our investment strategies are attractive for the following reasons:

Amidst higher levels of inflation, changes in interest rates and lower real yields, investors continue to
seek collateral-backed cash flows. Assets linked to nominal GDP have the ability to appreciate
alongside or potentially faster than nominal GDP, which is continuing to drive flows into real estate. In
this environment, we expect the strong appetite for real estate to persist driven by the structural yearn
for yield as well as an increased desire for the potential inflation hedging benefits offered by the asset
class.

Continued demographic, technological and preference changes are accelerating urbanization, and we
believe certain real estate markets are poised to be the outsized beneficiaries of future economic
growth. The Fund focuses on opportunities within these population centers.

Secular growth trends may benefit our target asset classes, including multifamily properties, single
family properties that are professionally managed, industrial properties, prime single-tenant offices in
innovation markets, and select specialty sectors. KKR has historical experience acquiring and operating
each of these asset classes in several markets.

The Fund invests across the real estate capital structure, including credit, which enhances its flexibility
and return potential. Through this capability, KKR allocates to senior mortgages, mezzanine loans,
preferred equity, and credit securities, which can offer attractive risk-adjusted returns, consistent
income, and downside protection through structural seniority. This strategy allows the Fund to remain
agile across market cycles and capitalize on dislocations, particularly when credit spreads widen or
traditional lenders retrench.

Investment Objectives

The Fund’s primary investment objective is to provide attractive current income with a secondary objective
of long-term capital appreciation. There can be no assurance that the Fund will achieve its investment objectives.
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The Fund’s investment objectives are not fundamental and may be changed by the Board without the
approval of the holders of a majority of the outstanding Common Stock or Preferred Stock, if any. The Fund is
not required to provide prior notice to stockholders of any change to its investment objectives.

Investment Strategies

The Fund intends to achieve its investment objectives by investing primarily in a portfolio of real estate
through exposure to three primary investment strategies:

1. Thematically-Driven Stabilized Real Estate: Stabilized, income-oriented commercial real estate
equity investments in asset classes that we expect to benefit from secular growth trends, including
multifamily properties, single family properties that are professionally managed, industrial properties,
prime single tenant offices in innovation markets, and select specialty sectors, primarily in U.S.
markets that offer the potential to generate high current income and, to a lesser extent, long-term
capital appreciation.

2. Prime Single Tenant: High quality commercial real estate primarily located in or in close proximity to
major metropolitan statistical areas and growth markets with favorable economic and demographic
conditions and leased for long durations (typically greater than 10 years at acquisition) to single tenants
that the Adviser believes have favorable credit profiles and/or performance attributes supporting highly
visible long-term cash flows.

3. Real Estate Debt and Preferred Equity: Privately sourced debt, real estate-related securities such as
MBS, and preferred equity interests that offer current income secured or backed by high quality real
estate. The Fund intends to originate and selectively acquire (i) mezzanine loans, which are structurally
subordinate to senior loans but senior to equity in the borrower; (ii) preferred equity, which is
subordinate to debt; and (iii) interests in securitized real estate mortgages. To a lesser extent, the Fund
may also originate and selectively acquire senior mortgage loans, which are generally loans secured by
a first mortgage lien on a commercial property.

The Fund intends, under normal circumstances, to invest at least 80% of its net assets (plus the amount of its
borrowings for investment purposes) in a portfolio of real estate, including in the form of property investments
and real estate-related debt interests and to a lesser extent in traded real estate-related securities. The Fund’s 80%
real estate investment policy may only be changed with 60 days’ prior notice to stockholders of the Fund.

We plan to own all or substantially all of our property investments through our wholly-owned operating
partnership. The Fund’s property investments in each primary strategy are expected to be structured through
privately-owned operating entities or private real estate operating companies which hold whole or partial
interests in real properties. We expect to pursue these investments through various transaction types, such as
large single asset purchases, portfolio purchases, platform build-ups and public to private transactions.

As part of the Fund’s Real Estate Debt and Preferred Equity strategy, the Fund may also make investments
in traded real estate-related securities such as MBS and equity or debt securities issued by REITs or real estate-
related investment companies for the purposes of (i) making investments that provide current income to the Fund
and provide a source of liquidity for tender offers or other liquidity requirements and (ii) opportunistically
exploiting periods of market dislocation where the trading value of such securities sufficiently exceeds the
relative value of private opportunities available in the Fund’s three primary investment strategies.

It is expected that the Fund’s portfolio primarily will be comprised of equity or debt interests in commercial
properties located in the United States, although the Fund may also make investments in equity or debt interests

in properties outside of the United States, including developed markets in Asia and Europe.

On a long-term basis, under normal circumstances, KKR expects to allocate the Fund’s portfolio among the
Fund’s three primary investment strategies. Since real estate markets are often cyclical in nature, we do not target
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specific allocations by investment strategy or geography. The Fund will deploy capital into the investment
strategy that provides the best opportunities to meet our investment objectives. For the purpose of providing
liquidity for periodic share repurchases, we intend to, subject to any limitations and requirements relating to our
qualification as a REIT, generally maintain an allocation to securities, cash, cash equivalents and other short-term
investments, which under normal circumstances may be up to 20% of our assets. In addition, we may seek to
make opportunistic purchases of securities and other real estate-related short-term investments for investment
purposes. Accordingly, at times the Fund’s investments in securities, including preferred equity in private real
estate, traded real estate-related securities, minority investments in real estate owning vehicles, derivatives and
other securities, may exceed 40% of the Fund’s assets.

The Fund has received an exemptive relief order (the “Order”) from the SEC that permits it to, among other
things, co-invest with certain other persons, including certain affiliates of the Adviser and certain public or
private funds managed by the Adviser and its affiliates, in privately negotiated transactions subject to certain
terms and conditions.

Portfolio Composition

The Fund’s portfolio will be comprised principally of the following types of investments. A more detailed
description of the Fund’s investment policies and restrictions and more detailed information about the Fund’s
portfolio investments are contained in the SAI.

Investments in Thematically-Driven Stabilized Real Estate and Prime Single Tenant Properties

The Fund intends to make equity investments in stabilized, income-oriented commercial real estate in asset
classes that are expected to benefit from secular growth trends, including multifamily properties, single family
properties that are professionally managed, industrial properties, prime single-tenant offices in innovation
markets, and select specialty sectors, primarily in U.S. markets that offer the potential to generate high current
income and, to a lesser extent, long-term capital appreciation. Stabilized income-oriented real estate generally
means that a property is well leased to tenants and does not require material capital improvements. The Fund also
intends to make equity investments in high quality commercial real estate primarily located in or in close
proximity to major metropolitan statistical areas and growth markets with favorable economic and demographic
conditions and leased for long durations (typically at least a 10 year-period) to single tenants that the Adviser
believes have favorable credit profiles and/or performance attributes supporting highly visible long-term cash
flows.

Property Characteristics. The Fund intends to invest in high-quality, stabilized assets and portfolios with
defensive, in-place cash flows that require limited near-term capital expenditures.

Location. The Fund intends to invest in major markets, primarily in North America, as well as developed
markets in Western Europe and Asia that the Adviser believes offer the most attractive risk-adjusted returns
consistent with the objectives of the Fund, typically underpinned with an attractive outlook for secular growth in
population and employment.

Property Types. The Fund intends to invest primarily in the following commercial real estate property types:

Professionally Managed Single Family Properties. Single Family Properties include both detached single
family homes and attached single family homes such as rowhouses or townhouses. The Fund may invest in single
family rental properties at any stage of development, from investments in planned single family rental
developments prior to construction or entitlement to existing, established single family rental properties.

Multifamily Properties. Multifamily properties are generally defined as having five or more dwelling units
that are part of a single complex and offered for rental use as opposed to detached single family residential
properties.

45



Industrial Properties. Industrial properties are generally categorized as warehouse/distribution centers,
research and development facilities, flex space or manufacturing.

Office Properties. Office properties include conventional office properties as well as office properties for
specialized use, such as medical or laboratory use.

Select Specialty Sectors. Select specialty sectors include sub-segments of the real estate industry with
purpose-built properties, such as senior housing and student housing or self-storage.

Ownership Structure. We plan to own all or substantially all of our property investments through our
wholly-owned operating partnership. The Fund’s property investments in each primary strategy are expected to
be structured through privately-owned operating entities or private real estate operating companies which hold
whole or partial interests in real properties. The Fund may also enter into joint ventures with third parties to make
investments. The Fund may also make investments in partnerships or other co-ownership arrangements or
participation arrangements with other investors, including affiliates, to acquire properties. The Fund will
generally acquire fee simple interests for the properties (in which we own both the land and the building
improvements), but may consider leased fee and leasehold interests if the Adviser believes the investment is
consistent with the Fund’s investment objectives and strategies.

Investments in Real Estate Debt and Preferred Equity

In addition to equity investments in the property types listed above, the Fund may also invest in privately
sourced debt, real estate-related securities such as mortgage-backed securities, and preferred equity interests that
offer current income secured or backed by high quality real estate. The Fund intends to originate and selectively
acquire mezzanine loans, preferred equity, and to a lesser extent, senior mortgage loans.

The loans may vary in duration, bear interest at fixed or floating rates and amortize, if at all, over varying
periods, often with a balloon payment of principal at maturity and in the case of mezzanine and preferred equity
may allow for interest to accrue and be added to the principal amount rather than paid on a current basis and may
include equity participation rights. The Fund will generally be responsible for engaging one or more servicers to
perform servicing obligations for the Fund’s loan investments. In cases where the Fund as lender is responsible
for servicing a loan, such obligations will generally consist of collecting, or arranging for the collection of,
interest payments and, when applicable, enforcing the Fund’s rights under the loan documentation. There are no
limits on the amount of loans the Fund may originate; provided such transactions comply with the Fund’s 80%
real estate investment policy and do not impact the Fund’s ability to maintain its status as a REIT.

Mezzanine Loans. Mezzanine loans are a type of subordinate loan in which the loan is secured by one or
more direct or indirect ownership interests in an entity that directly or indirectly owns real estate. Mezzanine
loans are subordinate to a first mortgage or other senior debt. Investors in mezzanine loans are generally
compensated for the increased credit risk from a pricing perspective and still benefit from the right to foreclose
on its security, in many instances more efficiently than the rights of foreclosure for first mortgage loans. Upon a
default by the borrower under a mezzanine loan, the mezzanine lender generally can take control of the property
owning entity on an expedited basis, subject to the rights of the holders of debt senior in priority on the property.
Rights of holders of mezzanine loans are usually governed by intercreditor or interlender agreements, which may
limit the Fund’s ability to pursue remedies.

Preferred Equity. Preferred equity is a type of interest in an entity that owns real estate or real estate-related
investments. Preferred equity interests are generally senior with respect to the payments of dividends and other
distributions, redemption rights and rights upon liquidation to such entity’s common equity. Investors in
preferred equity are typically compensated for their increased credit risk from a pricing perspective with fixed
payments but may also participate in capital appreciation. Upon a default by a general partner of a preferred
equity issuer, there typically is a change of control event and the limited partner assumes control of the entity.
Rights of holders of preferred equity are usually governed by partnership agreements.
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Senior Mortgage Loans. Senior mortgage loans are generally loans secured by a first mortgage lien on a
commercial property. Senior mortgage loans generally provide for a higher recovery rate and lower defaults than
other debt positions due to the lender’s favorable control features which at times may mean control of the entire
capital structure.

Subordinate Mortgage Loans. Subordinate mortgage loans are loans that have a lower priority to collateral
claims. Investors in subordinate mortgages are generally compensated for the increased risk from a pricing
perspective as compared to first mortgage loans but still benefit from a direct lien on the related property or a
security interest in the entity that owns the real estate. Investors typically receive principal and interest payments
at the same time as senior debt unless a default occurs, in which case these payments are made only after any
senior debt is repaid in full. The rights of holders of subordinate mortgages are usually governed by participation
and other agreements.

Investments in Traded Real Estate-Related Securities

The Fund intends to invest a portion of its portfolio in traded real estate-related securities, which includes
MBS and other equity or debt securities issued by REITs or real estate-related investment companies. The Fund
has historically invested a significant portion of its portfolio in CMBS. The Fund’s investments in risk retention
interests of CMBS generally are illiquid and are subject to restrictions on transferability. See “Risks—CMBS
Risk.”

The Fund expects that its investments in traded real estate-related securities will primarily be in U.S.
securities, but it may also invest in non-U.S. securities.

The Fund plans to primarily invest in the following traded real estate-related securities:

CMBS. CMBS are securities backed by obligations (including certificates of participation in obligations)
that are principally secured by commercial mortgages on real property or interests therein having a multifamily
or commercial use, such as retail, office or industrial properties, hotels, apartments, nursing homes and senior
living facilities. CMBS are typically issued in multiple tranches whereby the more senior classes are entitled to
priority distributions from the trust’s income to make specified interest and principal payments on such tranches.

Losses and other shortfalls from expected amounts to be received on the mortgage pool are borne by the
most subordinate classes, which receive principal payments only after the more senior classes have received all
principal payments to which they are entitled. The credit quality of CMBS depends on the credit quality of the
underlying mortgage loans, which is a function of factors such as the principal amount of loans relative to the
value of the related properties; the cash flow produced by the property; the mortgage loan terms, such as
principal amortization; market assessment and geographic location; construction quality of the property; and the
creditworthiness of the borrowers.

Agency RMBS. Agency RMBS are residential MBS for which a U.S. government agency such as
Government National Mortgage Association (“Ginnie Mae”), or a federally chartered corporation such as Federal
National Mortgage Association (“Fannie Mae”) or Federal Home Loan Mortgage Corporation (“Freddie Mac”)
guarantees payments of principal and interest on the securities. Although the U.S. government guarantees
principal and interest payments on securities issued by the U.S. government and some of its agencies, such as
securities issued by Ginnie Mae, this guarantee does not apply to losses resulting from declines in the market
value of these securities. Some agency RMBS that the Fund may hold are not guaranteed or backed by the full
faith and credit of the U.S. government, such as those issued by Fannie Mae and Freddie Mac. Although the U.S.
government in the past has provided financial support to Fannie Mae and Freddie Mac, there can be no assurance
that it will support these or other government-sponsored enterprises in the future.

Agency RMBS differ from other forms of traditional debt securities, which normally provide for periodic
payments of interest in fixed amounts with principal payments at maturity or on specified call dates. Instead,
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agency RMBS provide for monthly payments, which consist of both principal and interest. In effect, these
payments are a “pass-through” of scheduled and prepaid principal payments and the monthly interest made by
the individual borrowers on the mortgage loans, net of any fees paid to the issuers, servicers or guarantors of the
securities. The principal may be prepaid at any time due to prepayments on the underlying mortgage loans or
other assets. These differences can result in significantly greater price and yield volatility than is the case with
traditional fixed-income securities.

The Fund’s allocation of agency RMBS collateralized by fixed-rate mortgages (“FRMs”), adjustable rate
mortgages (“ARMSs”), or hybrid adjustable-rate mortgages (“hybrid ARMs”) will depend on various factors
including, but not limited to, relative value, expected future prepayment trends, supply and demand, costs of
hedging, costs of financing, expected future interest rate volatility and the overall shape of the United States
Treasury (the “Treasury”) and interest rate swap yield curves. The Adviser intends to take these factors into
account when making investments on behalf of the Fund. The Fund may also make investments in debentures
that are issued and guaranteed by Freddie Mac or Fannie Mae or MBS the collateral of which is guaranteed by
Ginnie Mae, Freddie Mac, Fannie Mae or another federally chartered corporation.

Non-Agency RMBS. Non-agency RMBS are RMBS that are collateralized by pools of mortgage loans
assembled for sale to investors by commercial banks, savings and loan associations and specialty finance
companies. Non-agency RMBS are not issued or guaranteed by a U.S. government agency or federally chartered
corporation. Like agency RMBS, non-agency RMBS represent interests in pools of mortgage loans secured by
residential real property.

The mortgage loan collateral for non-agency RMBS consists of residential mortgage loans that do not
generally conform to underwriting guidelines issued by a federally chartered corporation, such as Fannie Mae or
Freddie Mac, or an agency of the U.S. government, such as Ginnie Mae, due to certain factors, including
mortgage balances in excess of agency underwriting guidelines, borrower characteristics, loan characteristics and
level of documentation, and therefore are not issued or guaranteed by an agency. The Fund may also invest in
credit risk transfer notes that, while not structured products, face similar risks as structured products because they
are debt securities issued by governmental agencies but their value depends in part on a pool of mortgage loans.

The non-agency and agency RMBS acquired by the Fund could be secured by FRMs, ARMs, hybrid ARMs
or interest only mortgages. FRMs have interest rates that are fixed for the term of the loan and do not adjust. The
interest rates on ARMs generally adjust annually (although some may adjust more frequently) to an increment
over a specified interest rate index. Hybrid ARMs have interest rates that are fixed for a specified period of time
(typically three, five, seven or ten years) and, thereafter, adjust to an increment over a specified interest rate
index. ARMs and hybrid ARMs generally have periodic and lifetime constraints on how much the loan interest
rate can change on any predetermined interest rate reset date. Interest only securities are backed by mortgages
where the borrower pays interest only. Relative value analysis, including consideration of current market
conditions, will determine the Fund’s allocation to FRMs, ARMs, hybrid ARMs and interest only mortgages.

The Fund’s allocation of non-agency RMBS collateralized by FRMs, ARMs, hybrid ARMs or interest only
mortgages will depend on various factors including, but not limited to, relative value, expected future
prepayment trends, home price appreciation trends, supply and demand, availability of financing, expected future
interest rate volatility and the overall state of the non-agency RMBS secondary market. Borrowers of the
underlying loans that secure the non-agency RMBS assets which the Fund may purchase can be divided into
prime, Alternative-A (“Alt-A”) and subprime borrowers based on their credit rating.

Other Fixed-Income Instruments. The Fund may invest in fixed-income instruments, such as investment
grade and high-yield corporate debt securities, or junk bonds, or U.S. government debt securities. The issuer of a
fixed-income instrument pays the investor a fixed- or variable-rate of interest and normally must repay the
amount borrowed on or before maturity. Certain bonds are “perpetual” in that they have no maturity date.
Holders of fixed-income bonds as creditors have a prior legal claim over common and preferred stockholders as
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to both income and assets of the issuer for the principal and interest due them and may have a prior claim over
other creditors but are generally subordinate to any existing lenders in the issuer’s capital structure. Fixed-income
instruments may be secured or unsecured. The investment return of corporate bonds is generated by payments of
interest on the security and changes in the market value of the security. The market value of a corporate bond,
especially a fixed-rate bond, will generally rise and fall inversely with interest rates. The value of intermediate-
and longer-term corporate bonds normally fluctuates more in response to changes in interest rates than does the
value of shorter-term corporate bonds. The market value of a corporate bond also may be affected by the credit
rating of the corporation, the corporation’s performance and perceptions of the corporation in the marketplace.
There is a risk that the issuers of the securities may not be able to meet their obligations on interest or principal
payments at the time called for by an instrument. Corporate fixed-income instruments usually yield more than
government or agency bonds due to the presence of credit risk. The types of MBS in which the Fund may invest
include interest-only, inverse-interest only, or principal only residential MBS, commercial MBS, collateralized
mortgage obligations (“CMOs”), securities issued by Real Estate Mortgage Investment Conduits (“REMICs”),
Re-securitized Real Estate Mortgage Investment Conduits (“Re-REMICs”), pass-through certificates, credit
linked notes, mortgage forwards or “to be announced” transactions, collateralized loan obligations backed by
commercial loans and mortgage servicing rights securities. The Fund may invest in a Re-REMIC in order to
obtain exposure to mortgages with a specific risk profile that could not otherwise be obtained through the
purchase of existing REMICs. Pass-through certificates are fixed income securities whereby certificates are
issued representing interests in a pool of mortgages or MBS. The Fund may invest in various tranches or classes
of MBS.

Publicly Traded REITs. The Fund may invest in publicly traded REITs. REITs are investment vehicles that
invest primarily in income-producing real estate or mortgages and other real estate-related loans or interests.

Many publicly traded REITs are listed on major stock exchanges, such as the New York Stock Exchange
(“NYSE”) and NASDAQ. Publicly traded REITs typically employ leverage, which magnifies the potential for
gains and the risk of loss. They typically pay out all of their taxable income as dividends to stockholders. In turn,
stockholders pay the income taxes on those dividends.

Ratings of Securities. The Fund may invest in debt securities that are rated investment grade, debt securities
rated below investment grade, and unrated debt securities. The Fund is not required to hold any minimum
percentage of its NAV in debt securities rated investment grade.

Derivatives

Generally, derivatives are financial contracts whose value depends upon, or are derived from, the value of
an underlying asset, reference rate or index, and may relate to individual debt or equity instruments, interest
rates, currencies or currency exchange rates and related indexes.

In the normal course of business, the Fund will be exposed to the effect of interest rate changes, price
changes and currency fluctuations and may seek to limit these risks by following established risk management
policies and procedures including the use of derivatives. To mitigate exposure to variability in interest rates,
derivatives may be used primarily to fix the rate on debt based on floating-rate indices and manage the cost of
borrowing obligations.

The Fund may use a variety of commonly used derivative products, including interest rate swaps, caps,
collars, floors, options contracts, futures contracts, options (on securities, bonds, currencies, interest rates, indices
or swaps), swaps (including interest rate, credit default, equity index and total return swaps) and other swap
agreements for investment, hedging and risk management purposes. Subject to the Fund’s 80% investment
requirement, the Fund may invest without limitation in Treasury futures, Eurodollar futures, interest rate swaps,
swaptions or similar instruments and combinations thereof. The Fund will use the market value, and not the
notional value, of any derivatives used for purposes of the 80% test. See “Risks—Derivatives Risk.” We have a
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policy of entering into contracts with only major financial institutions based upon minimum credit ratings and
other factors. We will periodically review the effectiveness of each hedging transaction.

The Fund will engage in derivative transactions only to the extent such transactions are consistent with the
requirements of the Code for maintaining its qualification as a REIT for federal income tax purposes. See
“Certain U.S. Federal Income Tax Considerations.”

The Fund may be limited in its use of derivatives by rules adopted by the SEC governing derivatives
transactions, such as Rule 18f-4 under the Investment Company Act, described below. Although the Fund has the
flexibility to make use of derivatives, it may choose not to for a variety of reasons, even under very volatile
market conditions.

The Fund has limited its engagement in derivative transactions so as to qualify as a “limited derivatives
user” for purposes of Rule 18f-4. To qualify as a limited derivatives user, the Fund’s “derivatives exposure” is
limited to 10% of its net assets subject to exclusions for certain currency or interest rate hedging transactions (as
calculated in accordance with Rule 18f-4). If the Fund fails to qualify as a “limited derivatives user” as defined in
Rule 18f-4 and seeks to enter into derivatives transactions, the Fund will be required to establish a
comprehensive derivatives risk management program, to comply with certain value-at-risk based leverage limits,
to appoint a derivatives risk manager and to provide additional disclosure both publicly and to the SEC regarding
its derivatives positions.

Temporary Strategies

At times the Adviser may judge that conditions in the markets make pursuing the Fund’s primary
investment strategy inconsistent with the best interests of its stockholders. During temporary periods or in order
to keep the Fund’s cash fully invested until the net proceeds of this offering of Common Stock can be invested in
accordance with our primary investment strategies, the Fund may deviate from its investment policies and
objectives. At such times the Adviser may, temporarily, use alternative strategies primarily designed to reduce
fluctuations in the value of the Fund’s assets. If the Fund takes a temporary position, it may be unable to achieve
its investment objectives. While the Fund would seek to continue to qualify as a REIT during such a period, there
can be no guarantee it will be able to do so.

In implementing these temporary strategies, the Fund may invest all or a portion of its assets in fixed
income securities; traded real estate-related securities; U.S. government securities, including bills, notes and
bonds differing as to maturity and rates of interest that are either issued or guaranteed by the Treasury or by U.S.
government agencies or instrumentalities; certificates of deposit issued against funds deposited in a bank or a
savings and loan association; commercial paper; bankers’ acceptances; bank time deposits; shares of money
market funds; securities issued or guaranteed by the federal government or any of its agencies, or any state or
local government; repurchase agreements with respect to any of the foregoing; or any other securities or cash
equivalents that the Adviser considers consistent with this strategy.

It is impossible to predict when, or for how long, the Fund will use these alternative strategies. There can be
no assurance that such strategies will be successful.

Investment Process

KKR’s investment approach is rooted in the belief that real estate fundamentals, values and returns are
highly dependent on macroeconomic conditions, business and consumer preferences and demographic trends.
KKR believes that real estate valuations have diverged significantly across different asset classes, markets and
geographies, making theme identification, market selection, asset selection and portfolio construction key to
generating attractive real estate returns over the long term.
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KKR takes a thematic approach to investing, seeking to identify high-conviction themes and investing
strategies that we believe benefit from a combination of cyclical and/or secular demand trends or market features
and may result in attractive risk-adjusted returns. KKR’s research-driven approach to theme and strategy
development leverages the broader KKR ecosystem, including KKR Private Equity, KKR Credit, KKR Capital
Markets and the KKR Global Macro and Asset Allocation (“GMAA”) to develop and refine its investment
themes. KKR believes that its access to differentiated industry expertise and deep global relationships and
networks positions KKR to identify attractive demographic and industry trends that affect real estate
fundamentals.

KKR has a research-intensive approach to developing investment themes and strategies, utilizing KKR
resources and data, industry research and its deep industry relationships. Proactively identifying these themes and
strategies allows KKR to develop in-depth industry expertise, establish deep industry relationships and guide
intermediary relationships to opportunities where KKR is most convicted and can move expediently. This
approach is designed to result in a highly selective and targeted method to investing and allows the Real Estate
Team to develop a competitive advantage in sourcing transactions.

KKR’s theme development process includes the following three steps:

1. Opportunity Identification

* Leverage KKR resources (Private Equity and GMAA)
* Identify economic and demographic trends that impact real estate fundamentals
* Identify markets and asset classes that benefit from trends

* Determine whether current valuations present an attractive investment opportunity

* Understand key risks and opportunities within thesis

2. Investment Approach
» Discuss with market participants to refine thesis
* Develop conviction around thesis with KKR Real Estate, investment committee and GMAA
« Refine target strategy (i.e., target markets and target asset classes)
« Establish target investment approach (i.e., joint venture, platform, etc.)
+ Identify potential operating partners and management teams

* Develop view on size of opportunity, portfolio construction and ability to scale

3. Execution
« Establish deep relationships with key intermediaries within target markets and asset classes
* Determine if scale can create a competitive advantage

*  Work with top operators, where relevant, in aligned structure, creating a differentiated operating
model

* Develop differentiated financing approach

* Maximize value through flexible approach to exit
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Upon the establishment of the top down targeted investment themes and strategies, KKR then seeks to
source actionable investment opportunities within the parameters of each theme or strategy to perform a detailed
bottoms up fundamental due diligence review of each investment opportunity, including:

understanding the underlying macro and micro economic fundamentals that drive the cash flow
generating capacity of the opportunity, including a stringent evaluation of the market in which a
property is located, such as local supply constraints, the quality and nature of the local workforce
and prevailing local real estate values;

performing a fundamental analysis of the property and its operating performance, including tenant
rosters, lease terms, zoning, operating costs and the asset’s overall competitive position in its market;

understanding leasing market conditions affecting the underlying real estate;

completing physical inspections of the property and/or commissioning/review of third-party reports,
including appraisals, engineering reports and environmental reports;

evaluating the appropriateness of estimated costs and timing associated with capital improvements of
the property where applicable;

completing detailed modeling of the cash flow in place and projected to be in place over the term of
the investment;

in the case of single-tenant investments, evaluating the criticality of the real estate to the tenant’s
operations and the ability to release upon a tenant departure;

performing detailed credit analysis on the financial health of key tenants;

completing legal review of all leases and major contracts, including terms of expense
reimbursements where applicable and identifying any legal risks and potential mitigants;

identifying the appropriate capital structure to support the investment thesis and business plans;

in the case of equity investments, structuring the proper incentives and governance structure with our
operating partners and management teams or, in the case of debt investments, evaluating the
operating expertise and financial strength of the sponsor and borrower;

completing a valuation of the investment, including the investment basis relative to its value and the
ability to liquidate the investment through a sale or refinancing of the underlying asset;

in the case of debt investments, reviewing the overall structure of the investment and rights in the
collateral documentation;

assessing any stakeholder issues affecting the real estate; and

for directly originated loan investments, considering the quality of the underlying property, the
location and geographic market of the underlying property, the cash flow of the underlying property,
the reputation, experience and financial health of the sponsor that owns the equity of the underlying
property, the loan-to-value ratio, the structure of the loan and the contractual rights and remedies
available to the Fund.

Each investment opportunity is thoroughly screened and discussed throughout the evaluation process with
the KKR Real Estate Investment Committee, represented by the most senior members of the Real Estate Team,
who are required to approve each transaction.

KKR strives to maintain robust processes and accountability to ensure it makes well-informed investment
decisions, allocates capital effectively, actively engages in key decisions impacting operational value creation,
rigorously monitors investments, and, when relevant, exits prudently. Success requires sophisticated internal
processes that continuously test KKR’s performance and leverages the collective skills, experience, and
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resources across the firm. In addition to a dedicated team whose members have honed their track records in
sourcing, executing and managing real estate opportunities, KKR’s Real Estate Team is also supported by the
firm’s broader capabilities and experience globally.

Allocation of Investment Opportunities

The Adviser’s allocation policy is designed to fairly and equitably distribute investment opportunities over
time and in accordance with the Order, if required, among funds or pools of capital managed by the Adviser,
which may include proprietary accounts, including investment or co-investment vehicles established for
personnel of KKR or its affiliates. The Adviser’s allocation policy provides that once an investment has been
approved it will be allocated to the funds or other pools of capital that have investment strategies suitable for
such investment opportunity. If an investment opportunity is suitable for more than one fund or pool of capital,
each suitable fund or pool of capital will receive a share of the investment based on its desired hold amount.
Determinations as to desired hold amounts are based on such factors as: investment objectives and focus, target
investment sizes, available capital, the timing of capital inflows and outflows and anticipated capital
commitments and subscriptions, liquidity profile, applicable concentration limits and other investment
restrictions, mandatory minimum investment rights and other contractual obligations applicable to participating
funds and pools of capital, portfolio diversification, tax efficiencies and potential adverse tax consequences,
regulatory restrictions applicable to participating funds and pools of capital, policies and restrictions (including
internal policies and procedures) applicable to the participating funds and pools of capital, the avoidance of
odd-lots or cases where a pro rata or other defined allocation methodology would result in a de minimis
allocation to any participating funds and pools of capital, the potential dilutive effect of a new position, the
overall risk profile, targeted leverage levels and targeted return of a portfolio, and the potential return available
from a debt investment as compared to an equity investment. The outcome of this determination will result in the
allocation of all, some or none of an investment opportunity to the Fund, subject to any applicable requirements
of the Order. In addition, subject to applicable law, affiliates of the Adviser will, from time to time, invest in one
of the Fund’s portfolio investments and hold a different class of securities than the Fund. To the extent that an
affiliate of the Adviser holds a different class of securities than the Fund, its interests might not be aligned with
the Fund’s. Notwithstanding the foregoing, the Adviser will act in the best interest of the Fund in accordance
with its fiduciary duty to the Fund.

Additionally, certain investment opportunities that may be appropriate for us may be allocated to other
existing or future funds, investment vehicles and accounts managed by KKR and its affiliates, subject to any
applicable requirements of the Order. Currently, KKR manages funds that invest in “core+” real estate in the
United States, Europe and Asia (which are generally substantially stabilized assets generating relatively stable
cash flow), with a focus on multifamily housing, build-to-rent properties, industrial properties, prime single
tenant offices in innovation markets, senior housing and student housing (together with future accounts with
similar investment strategies, the “Private Core+ Accounts”). KKR expects that there could be overlap of
investment opportunities for the Fund and the Private Core+ Accounts. To the extent a potential investment
satisfies the investment objectives, targets and restrictions of us and the Private Core+ Accounts on the same
terms, including at the lower leverage targeted by the Private Core+ Accounts, such investment will be allocated
in accordance with KKR’s prevailing policies and procedures described above, subject to any applicable
requirements of the Investment Company Act and the Order. Such policies and procedures generally provide that
negotiated investment opportunities in the United States that are deemed suitable for KREST and the Private
Core+ Accounts will be shared in accordance with the allocation factors described above and in compliance with
the conditions of the Order, while negotiated opportunities in Europe and Asia that are deemed suitable for
KREST and the Private Core+ Accounts will be allocated between KREST and the Private Core+ Accounts on a
rotational basis, while not precluding occasional participation by KREST alongside Private Core+ Accounts in
opportunities in Europe or Asia, as applicable, subject and pursuant to the conditions of the Order. KKR also
manages KKR Real Estate Finance Trust Inc. and other investment vehicles and accounts, which invest in loans
collateralized by commercial real estate (the “RE Credit Accounts”). KKR believes it is likely that there will be a
limited overlap of investment opportunities for the Fund and the RE Credit Accounts because the Fund’s focus
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on private mezzanine and preferred equity debt interests as compared to the RE Credit Accounts’ investment
focus on transitional whole loans. To the extent an investment satisfies the investment objectives of the Fund and
the RE Credit Accounts on the same terms, such investment will be allocated in accordance with KKR’s
prevailing policies and procedures described above, subject to any applicable requirements of the Investment
Company Act and the Order. KKR also manages KKR Opportunistic Real Estate Credit, KKR Real Estate
Stabilized Credit Partners L.P. and other vehicles and accounts, which invest in the risk retention securities of
commercial mortgage securitizations along with other CMBS securities senior to risk retention tranches in
commercial mortgage securitizations secured by institutional quality real estate assets (the “Risk Retention
Accounts”). KKR expects there could be overlap of investment opportunities for the Fund and the Risk Retention
Accounts for a limited subset of available investments opportunities. To the extent an investment satisfies the
investment objectives of the Fund and the Risk Retention Accounts on the same terms, such investment will be
allocated in accordance with KKR’s prevailing policies and procedures described above, which in some cases
may grant a preferential allocation to the Risk Retention Accounts, subject to any applicable requirements of the
Investment Company Act, the Order, and SEC staff interpretive guidance.

Certain of the Fund’s unconsolidated subsidiaries utilize KKR affiliates for property management and/or
asset management services to the assets owned by such subsidiaries. For their services, such affiliates receive
market based compensation on an arms’ length basis. The AIP Manager, an industrial property operating
platform owned by another KKR-managed fund, provides property management and asset management services
to the industrial assets owned by the Fund’s unconsolidated subsidiaries. The property management and asset
management fees paid to the AIP Manager by the Fund’s unconsolidated subsidiaries totaled $1,285,706 for the
year ended December 31, 2025.

Drawbridge is a vertically integrated platform that manages high quality net lease office assets across the
United States and provides property management services to the Fund’s unconsolidated subsidiaries for prime
single tenant properties. KKR has a majority ownership interest in Drawbridge and Drawbridge is controlled by a
board of managers comprised of two KKR members, who are also on the Board, and two non-KKR members.
The property management fees paid to Drawbridge by the Fund’s unconsolidated subsidiaries totaled $806,191
for the year ended December 31, 2025.

KKR has established a platform, My Community Homes (“MCH”), to provide certain management services
to permit the institutional ownership of single family residential (“SFR”’) homes which the Fund engages. MCH
is a platform owned by another KKR-managed fund that was established to non-exclusively support the
accumulation and management SFR homes on behalf of KKR-affiliated accounts, including the Fund’s
unconsolidated subsidiaries. To ensure the equitable allocation of SFR investment opportunities among KKR
funds and accounts, KKR has adopted a rotational investment allocation policy where each investor or group of
investors will generally accumulate the optimal value of homes to permit the execution of a securitization before
the rotation to the next KKR investor in sequence. MCH does not charge fees to the KKR funds and accounts it
manages homes on behalf of, and instead allocates a pro-rata share of its actual costs to platform users to achieve
a break-even bottom line. Expenses are allocated between the applicable accounts based on homes under
management, homes acquired in a given period, or other reasonable methods. The expenses allocated to the
Fund’s unconsolidated subsidiaries totaled $2,206,719 for the year ended December 31, 2025.

KKR also formed Strategic Lease Partners (“SLP”) in 2021 as a platform for specific KKR real estate and
credit funds to aggregate a diversified portfolio of net lease investments. The SLP platform targets a relatively
broad range of properties across (i) manufacturing/food production, (ii) warehouse/logistics, (iii) specialized (lab,
R&D, hybrid) and (iv) long-term office. It is contemplated that SLP could be engaged as the property manager
for future long-leased industrial/manufacturing properties where relevant on the same market terms as the Fund
currently engages the AIP Manager, discussed above. For the year ended December 31, 2025, the Fund did not
incur a fee.

Global Atlantic (“GA”) is a U.S. retirement and life insurance company, with a broad range of investment
products and access to a network of financial advisers and independent broker-dealers. GA is wholly-owned by
KKR, and operates as a KKR subsidiary and standalone business. Global Atlantic Distributors, LLC, a subsidiary

54



of GA, serves as a sub-distributor of the Fund and provides wholesaling distribution services for the Fund in the
independent broker-dealer channel. For the year ended December 31, 2025, the Fund incurred $19,890 for these
services.

Sentio Investments, LLC (“Sentio”) is a vertically integrated platform owned by another KKR-managed
fund that manages a national portfolio of senior housing communities. Sentio has been engaged to serve as
property manager for certain senior housing investments by the Fund. During the year ended December 31, 2025,
the Fund incurred a fee of $8,430 for these services.

K-STAR Asset Management (“K-STAR?”) is a real estate credit asset management and special servicing
platform. K-STAR has been engaged to serve as special servicer of certain CMBS trusts where the Fund is the
directing certificate holder, and has been appointed by the Fund to carry out the operational aspects of certain
directly originated loans held by KREST. During the year ended December 31, 2025, the Fund incurred a fee of
$250 for these services.

KKR created Elevate, a platform setup under University Partners in 2024. Elevate is an operationally-
focused asset management platform, which KKR expects to create immediate value across the Fund’s portfolio.
Elevate’s capabilities are designed to provide maximum, cost-efficient leverage at the most impactful points of
inefficiency or within operational areas in which KKR has experienced the least amount of consistency from
third-party operations. The capabilities are primarily operationally focused by design in an effort to drive value at
the asset level and be complimentary rather than redundant to the skill set within KKR asset management. It is
contemplated that Elevate will seek reimbursement for such services a portion of which may be directly or
indirectly borne on KREST on arm’s length terms to be approved by the Board. For the year ended December 31,
2025, the Fund did not incur a fee.

K-Star EMEA is a special servicer for commercial mortgage loans originated in Europe. K-Star EMEA
provides services to replace external servicers in provision of certain activities and to provide oversight of
Primary Servicing Activities performed by Primary Servicers. K-Star EMEA will provide many value-add
services to KKR Lenders (including KREST) previously provided by KKR. It is contemplated that K-Star EMEA
will seek reimbursement for such services a portion of which may be directly or indirectly borne on KREST on
arm’s length terms to be approved by the Board. For the year ended December 31, 2025, the Fund did not incur a
fee.
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THE FUND’S INVESTMENTS
As of March 31, 2026, the Fund had held the following investments:

By investment strategyi:

Real Estate
Credit

32%
Stabilized
Real Estate
52%
Prime Singl(?\
Tenant

16%

By property sector biii:

Industrial
26%
Medical Office
4% Residential®

Prime Single Tenant 23%
16%

Real Estate
Credit
32%

By geographyii:

South
25%

a Midwest
14%
East
22% ' Non-U.S.
‘ ' 8%

West
32%

i Excludes equity investment deposits.

i Excludes real estate credit investments and equity investment deposits.

i “Residential” includes multifamily and other types of rental housing such as senior living and single family
rental properties. As of March 31, 2026, KREST’s allocation to multifamily, senior living, and single family
rental properties are 11.7%, 8.0% and 6.6%, respectively.

All figures represented above are as of March 31, 2026 and based on market value. Percentages may not
sum to 100% due to rounding. For information on the Fund’s investments as of December 31, 2025, including an
audited Schedule of Investments of the Fund as of December 31, 2025, refer to the Annual Report. The financial
statements included in the Annual Report are incorporated into this prospectus by reference.
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LEVERAGE

The Fund may use leverage to provide additional funds to support its investment activities. The Fund itself
uses entity level debt (non-mortgage debt at the Fund level), such as revolving credit facilities, and expects its
investments will utilize property level debt financing (mortgages on the Fund’s properties that are not recourse to
the Fund except in extremely limited circumstances). See “Risks—Recourse Financings.”

Property level debt is and will be incurred by operating entities held by the Fund or by joint ventures entered
into by one of the Fund’s operating entities and secured by real estate owned by such operating entities. Such
operating entities or joint ventures would solely own real estate assets and would borrow from a lender using the
owned property as mortgage collateral. If an operating entity 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 or its subsidiaries. When such property level debt is not recourse to the Fund, the Fund will not
treat such borrowings as senior securities (as defined in the Investment Company Act) for purposes of complying
with the Investment Company Act’s limitations on leverage unless (i) the operating entity is a wholly-owned
subsidiary of the Fund, (ii) the Fund has sole majority control over the governance of a joint venture (which
excludes shared control arrangements where the consents of both the Fund and another party are required for all
material decisions) or (iii) the financial statements of the operating entity or joint venture holding such debt will
be consolidated in the Fund’s financial statements. There is no guarantee that the Fund’s operating entities will
be able to obtain mortgage loans on attractive terms or at all. In certain limited cases, property level debt may be
recourse to the Fund. See “Risks—Recourse Financings Risk.”

The Fund may incur Borrowings representing up to 33!/;% of the Fund’s total assets (less all liabilities and
indebtedness not represented by Investment Company Act leverage) immediately after such Borrowings. In
addition, the Fund may enter into investment management techniques (including reverse repurchase agreements
and derivative transactions) that have similar effects as leverage, but which are not subject to the foregoing
331/,% limitation if effected in compliance with applicable SEC rules and guidance. Furthermore, the Fund may
add leverage to its portfolio through the issuance of Preferred Stock in an aggregate amount of up to 50% of the
Fund’s (less all liabilities and indebtedness not represented by Investment Company Act leverage) total assets
immediately after such issuance. As of the date of this prospectus, the Fund had no Preferred Stock outstanding.
See “Risks—Leverage Risk.”

There may be times when the Fund does not use leverage, and the amount of leverage may vary depending
upon a number of factors, including the Adviser’s outlook for the market and the costs that the Fund would incur
as a result of such leverage. Any Borrowings and Preferred Stock would have seniority over the Common Stock.
There is no assurance that the Fund’s leveraging strategy will be successful.

Any Borrowings and Preferred Stock (if issued) leverage your investment in our Common Stock. Holders of
Common Stock bear the costs associated with any Borrowings, and if the Fund issues Preferred Stock, holders of
Common Stock would bear the offering costs of the Preferred Stock issuance. The Board may authorize the use
of leverage through Borrowings and Preferred Stock without the approval of the holders of Common Stock.

The Fund is permitted to negotiate with banks or other financial institutions to arrange one or more credit
facilities (each, a “Credit Facility”’) pursuant to which the Fund would be entitled to borrow an amount equal to
approximately 331/;% of the Fund’s total assets (less all liabilities and indebtedness not represented by
Investment Company Act leverage). See “—Effects of Leverage.”

In December 2022, the Fund entered into a revolving credit facility (the “Credit Agreement”) with Barclays
Bank PLC, Goldman Sachs Lending Partners LLC and Wells Fargo Bank N.A. in the amount of $250,000,000.
The interest rate on Benchmark Advances under the Credit Agreement is the SOFR plus applicable margin of (a)
3.05% for borrowings in U.S. dollars or Sterling or (b) 3.00% for borrowings in currencies other than U.S.
dollars and Sterling. The Fund pays a non-usage fee equal to 0.35% per annum on the daily unused portion of the
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committed line. In May 2025, the Fund extended the Credit Agreement for three years through May 12, 2028.
The Credit Agreement also has a one-year extension option through May 12, 2029. At December 31, 2025, the
Fund had no borrowings outstanding under the Credit Agreement. Under the terms of the Credit Agreement, the
Fund is subject to customary affirmative and negative covenants. As of December 31, 2025 the Fund was in
compliance with all of its covenants.

With respect to these borrowings, during the year ended December 31, 2025, the average dollar amount of
borrowings on the days that the Fund had a loan outstanding was $14,636,364 at an average interest rate of
7.430%. Interest expense of $1,825,217 in connection with these borrowings is included on the Consolidated
Statement of Operations of the Annual Report.

Under the Investment Company Act, the Fund is not permitted to incur indebtedness unless immediately
thereafter the total asset value of the Fund’s portfolio is at least 300% of the aggregate amount of outstanding
indebtedness (i.e., the aggregate amount of outstanding debt may not exceed 33!/;% of the Fund’s total assets
(less all liabilities and indebtedness not represented by Investment Company Act leverage)). In addition, the
Fund is not permitted to declare any cash distribution on the Common Stock unless, at the time of such
declaration, the NAV of the Fund’s portfolio (determined after deducting the amount of such distribution) is at
least 300% of the aggregate amount of such outstanding indebtedness (excluding certain forms of private
indebtedness). If the Fund borrows money, the Fund intends, to the extent possible, to retire outstanding debt
from time to time to maintain coverage of any outstanding indebtedness of at least 300%. Under the Investment
Company Act, the Fund may only issue one class of senior securities representing indebtedness.

The Fund may be required to prepay outstanding amounts or incur a penalty rate of interest upon the
occurrence of certain events of default. The Fund’s future Credit Facilities may contain customary covenants
that, among other things, limit the Fund’s ability to pay distributions in certain circumstances, incur additional
debt, change its fundamental investment policies and engage in certain transactions, including mergers and
consolidations, and require asset coverage ratios in addition to those required by the Investment Company Act. In
connection with any new Credit Facility, the Fund may be required to pledge some or all of its assets and to
maintain a portion of its assets in cash or high-grade securities as a reserve against interest or principal payments
and expenses. The Fund’s custodian will retain all assets, including those that are pledged, but the lenders of such
Credit Facility may have the ability to foreclose on such assets in the event of a default under the Credit Facility
pursuant to a tri-party arrangement among the Fund, its custodian and such lenders. The Fund’s custodian is not
an affiliate of the Fund, as such term is defined in the Investment Company Act. The Fund expects that any such
Credit Facility would have customary covenant, negative covenant and default provisions. There can be no
assurance that the Fund will enter into an agreement for any new Credit Facility on terms and conditions
representative of the foregoing, or that additional material terms will not apply. In addition, if entered into, the
Credit Facility may in the future be replaced or refinanced by one or more Credit Facilities having substantially
different terms or by the issuance of Preferred Stock or debt securities.

Changes in the value of the Fund’s portfolio investments, including costs attributable to leverage, are borne
entirely by the holders of the Common Stock. If there is a net decrease (or increase) in the value of the Fund’s
investment portfolio, the leverage decreases (or increases) the NAV per share of Common Stock to a greater
extent than if the Fund were not leveraged.

Utilization of leverage is a speculative investment technique and involves certain risks to holders of
Common Stock. These include the possibility of higher volatility of the NAV of the Common Stock. 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 is to cause holders of Common Stock to
realize a higher rate of return than if the Fund were not so leveraged. On the other hand, 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 is reduced, and if the then-current cost
of any leverage together with related expenses were to exceed the net return on the Fund’s portfolio, the Fund’s
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leveraged capital structure would result in a lower rate of return to holders of Common Stock than if the Fund
were not so leveraged.

Under the Investment Company Act, the Fund is not permitted to issue Preferred Stock unless immediately
after such issuance the value of the Fund’s asset coverage is at least 200% of the liquidation value of the
outstanding Preferred Stock (i.e., such liquidation value may not exceed 50% of the Fund’s assets less all
liabilities other than Borrowings and outstanding Preferred Stock). Under the Investment Company Act, the Fund
may only issue one class of Preferred Stock.

In addition, the Fund is not permitted to declare any cash dividend or other distribution on the Common
Stock unless, at the time of such declaration, the value of the Fund’s assets less liabilities other than Borrowings
and outstanding Preferred Stock satisfies the above-referenced 200% coverage requirement. If Preferred Stock is
issued, the Fund intends, to the extent possible, to purchase or redeem Preferred Stock from time to time to the
extent necessary in order to maintain coverage of at least 200%.

If Preferred Stock is outstanding, two of the Fund’s directors will be elected by the holders of Preferred
Stock, voting separately as a class. The remaining directors of the Fund will be elected by holders of Common
Stock and Preferred Stock voting together as a single class. In the event that the Fund fails to pay dividends on
the Preferred Stock for two years, holders of Preferred Stock would be entitled to elect a majority of the directors
of the Fund.

The Fund may be subject to certain restrictions imposed either by guidelines of a lender, if the Fund borrows
from a lender, or by one or more rating agencies which may issue ratings for Preferred Stock. These guidelines
may impose asset coverage or portfolio composition requirements that are more stringent than those imposed on
the Fund by the Investment Company Act. It is not anticipated that these covenants or guidelines will impede the
Adviser from managing the Fund’s portfolio in accordance with the Fund’s investment objectives and policies. In
addition to other considerations, to the extent that the Fund believes that the covenants and guidelines required by
the rating agencies would impede its ability to meet its investment objectives, or if the Fund is unable to obtain
its desired rating on Preferred Stock, the Fund will not issue Preferred Stock.

Effects of Leverage

The following table is designed to illustrate the effects of leverage on Common Stock total return, assuming
hypothetical annual investment portfolio total returns (comprised of income and changes in the value of
investments held in the Fund’s portfolio), of -10%, -5%, 0%, 5% and 10%. These assumed investment portfolio
returns are hypothetical figures and are not necessarily indicative of the investment portfolio returns expected to
be experienced by the Fund. See “Risks—Leverage Risk.”

The table further reflects the issuance of leverage representing 5% of the Fund’s total assets (less all
liabilities and indebtedness not represented by Investment Company Act leverage), net of expenses and the
Fund’s currently projected annual rate of interest on its leverage of 6.7% (calculated net of any applicable interest
rate hedging transactions) and approximately 31% utilization of a facility equal to 17% of equity. To cover
interest payments on such leverage, the Fund would need to achieve a 0.44% annual return.

Assumed Return on Portfolio (Net of Expenses) ................ -10.00% -5.00% 0.00% 5.00% 10.00%
Corresponding Return to Common Stockholders ............... -10.99% -5.72% -0.46% 4.80% 10.07%

“Common Stock Total Return” is composed of two elements: (i) the Common Stock dividends and
distributions paid by the Fund (the amount of which is largely determined by the net investment income of the
Fund after paying interest on its leverage) and (ii) gains or losses on the value of the securities the Fund owns. As
required by SEC rules, the table above assumes that the Fund is more likely to suffer capital losses than to enjoy
capital appreciation. For example, to assume a total return of 0% the Fund must assume that the return it receives
on its investments is entirely offset by losses in the value of those investments.
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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 objectives. At any point in time, your investment in the Fund may be worth less than you invested,
even after taking into account the reinvestment of Fund dividends, distributions or interest payments, as
applicable. For a more complete discussion of the risks of investing in the Fund, see “Risks.”
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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. An investment in 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 objectives. 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 involves a considerable amount of risk. Before making an investment decision, a
prospective investor should (i) consider the suitability of this investment with respect to his or her investment
objectives and personal situation and (ii) consider factors such as his or her personal net worth, income, age, risk
tolerance and liquidity needs.

Your investment in shares of Common Stock represents an indirect investment in the assets owned by the
Fund, and the value of these assets will fluctuate, sometimes rapidly and unpredictably, and such investment is
subject to investment risk, including the possible loss of the entire principal amount invested. At any point in
time, an investment in the Common Stock could be worth less than the original amount invested, even after
taking into account distributions paid by the Fund and the ability of stockholders to reinvest dividends. The Fund
will also use leverage, which would magnify the Fund’s investment, market and certain other risks.

The Fund will be materially affected by market, economic and political conditions globally and in the
jurisdictions and sectors in which it invests or operates, including factors affecting interest rates, the availability
of credit, currency exchange rates, tariffs and trade barriers. These factors are outside the Adviser’s control and
could adversely affect the liquidity and value of the Fund’s investments and reduce the ability of the Fund to
make attractive new investments.

International wars or conflicts (including conflicts in South America, the Middle East and Ukraine) and
geopolitical developments in foreign countries (including Venezuela), along with instability in regions such as
Asia, Eastern Europe, and the Middle East, United States military actions overseas, possible terrorist attacks in
the United States or around the world, public health epidemics and pandemics such as the outbreak of infectious
diseases like the COVID-19 pandemic, and other similar events could adversely affect the U.S. and foreign
financial markets, including increases in market volatility, reduced liquidity in the securities markets and
government intervention, and may cause further long-term economic uncertainties in the United States and
worldwide generally. Relatively reduced liquidity in credit and fixed income markets could adversely affect
issuers worldwide. U.S. and foreign governments have taken a number of unprecedented actions designed to
support certain financial institutions and segments of the financial markets that have experienced extreme
volatility, and in some cases a lack of liquidity. The impact of these measures, as well as any additional future
regulatory actions, is not yet known and cannot be predicted.

Global Conflict Risk

United States and global markets are experiencing volatility and disruption following the geopolitical
instability resulting from the ongoing Russia-Ukraine conflict, ongoing armed conflict between Israel and
Hamas, recent escalation of conflict in the Middle East and Southwest Asia and continued political and social
unrest in various countries, such as Venezuela and Mexico, which have led, are currently leading, and for an
unknown period of time will continue to lead to disruptions in local, regional, national, and global markets and
economies affected thereby. Most recently, on February 28, 2026, the United States and Israel launched a major
assault on Iran with the stated aim of toppling the regime in Tehran, triggering regional Iranian retaliation across
the Gulf, including attacks against targets in Qatar, the United Arab Emirates (UAE), Kuwait, Bahrain and Saudi
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Arabia. An escalation in this or other global conflicts may have a material adverse impact on the Fund, its
portfolio companies and the market generally, including as a result of intense regional and global military and/or
economic retaliation, major maritime disruptions in the Strait of Hormuz, and large-scale cyber warfare.

In response to the ongoing Russia-Ukraine conflict, the North Atlantic Treaty Organization (“NATO”)
deployed additional military forces to eastern Europe, and the United States, the United Kingdom, the European
Union and other countries announced various sanctions and restrictive actions against Russia, Belarus and related
individuals and entities, including the removal of certain financial institutions from the Society for Worldwide
Interbank Financial Telecommunication (SWIFT) payment system. Certain countries, including the United
States, have provided and may continue to provide military aid or other assistance to Ukraine and to Israel, or
have undertaken or will undertake military strikes in Southwest Asia, increasing geopolitical tensions among a
number of nations. The invasion of Ukraine by Russia and the escalation of conflict in the Middle East and
Southwest Asia and the resulting measures that have been taken, and could be taken in the future, by NATO, the
United States, the United Kingdom, the European Union, Israel and its neighboring states and other countries
have created global security concerns that could have a lasting impact on regional and global economies.
Although the length and impact of the ongoing conflicts are highly unpredictable, they could lead to market
disruptions, including significant volatility in commodity prices, credit and capital markets, as well as supply
chain interruptions and increased cyber-attacks against U.S. companies. Additionally, any resulting sanctions
could adversely affect the global economy and financial markets and lead to instability and lack of liquidity in
capital markets.

Any of the above mentioned factors, or any other negative impact on the global economy, capital markets or
other geopolitical conditions resulting from the Russian invasion of Ukraine, the escalation of conflict in the
Middle East and Southwest Asia and subsequent sanctions or related actions, may lead to increased volume and
price volatility. The extent and duration of the ongoing conflicts, resulting sanctions and any related market
disruptions are impossible to predict, but could be substantial, particularly if current or new sanctions continue
for an extended period of time or if geopolitical tensions result in expanded military operations on a global scale.
Any such disruptions may also have the effect of heightening many of the other risks described in this section. If
these disruptions or other matters of global concern continue for an extensive period of time, to the extent that
we, our portfolio companies, third-party service providers, investors, or related customer bases have material
operations or assets in such conflict zones, they may be materially adversely affected.

Repurchase Offers Risk

As described in this prospectus, the Fund intends, but is not obligated, to conduct quarterly tender offers,
also referred to as “repurchase offers,” for up to 5.0% of the aggregate NAV of its outstanding Common Stock at
the applicable NAV per share as of the applicable valuation date. However, the repurchase of shares by the Fund
decreases the assets of the Fund and, therefore, may have the effect of increasing the Fund’s expense ratio.
Repurchase offers and the need to fund repurchase obligations may also affect the ability of the Fund to be fully
invested or force the Fund to maintain a higher percentage of its assets in liquid investments, which may harm
the Fund’s investment performance. Moreover, diminution in the size of the Fund through repurchases may result
in untimely sales of portfolio investments, and may limit the ability of the Fund to participate in new investment
opportunities. When the Fund uses leverage, repurchases of shares may compound the adverse effects of leverage
in a declining market. In addition, if the Fund borrows money to finance repurchases, interest on that borrowing
will negatively affect stockholders who do not tender their shares by increasing Fund expenses and reducing any
net investment income. Certain stockholders may from time to time own or control a significant percentage of the
Common Stock. Repurchase requests by these stockholders of these shares of Common Stock of the Fund may
cause repurchases to be oversubscribed, with the result that stockholders may only be able to have a portion of
their shares repurchased in connection with any repurchase offer.

Repurchase offers have been oversubscribed in the past and may also be oversubscribed in the future. If a
repurchase offer is oversubscribed and the Fund determines not to repurchase additional shares beyond the
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repurchase offer amount, or if stockholders tender an amount of shares greater than that which the Fund is
entitled to purchase, the Fund will repurchase the shares tendered on a pro rata basis, and stockholders will have
to wait until the next repurchase offer to make another repurchase request. Stockholders will be subject to the
risk of net asset value fluctuations during that period. Thus, there is also a risk that some stockholders, in
anticipation of proration, may tender more shares than they wish to have repurchased in a particular quarterly
period, thereby increasing the likelihood that proration will occur. The net asset value of shares tendered in a
repurchase offer may fluctuate between the date a stockholder submits a repurchase request and the repurchase
request deadline, and to the extent there is any delay between the repurchase request deadline and the repurchase
pricing date. The net asset value on the repurchase request deadline or the repurchase pricing date may be higher
or lower than on the date a stockholder submits a repurchase request. There can be no assurance that the Fund
will conduct repurchase offers in any particular period, and stockholders may be unable to tender shares for
repurchase for an indefinite period of time.

Inflation Risk

Inflation in the U.S. remains above targeted levels and, despite recent interest rate cuts by the U.S. Federal
Reserve, interest rates remain high generally. Other developed economies are similarly experiencing, or have
experienced in recent years, higher than normal inflation rates. It remains uncertain whether the substantial
inflation in such economies will be sustained over an extended period of time or have a significant effect on the
U.S. or other economies. Inflation and rapid fluctuations in inflation rates have had in the past, and may in the
future have, negative effects on the economies and financial markets of various countries. For example, if a
portfolio entity is unable to increase its revenue in times of higher inflation, its profitability may be adversely
affected. As inflation declines, a portfolio entity may not be able to reduce expenses commensurate with any
resulting reduction in revenue. Furthermore, wages and prices of inputs increase during periods of inflation,
which can negatively impact returns on investments. In an attempt to stabilize inflation, countries have imposed
wage and price controls or otherwise intervened in the economy, and certain central banks have raised interest
rates. Past governmental efforts to curb inflation have also involved more drastic economic measures that have
had a materially adverse effect on the level of economic activity in the countries where such measures were
employed, and similar governmental efforts could be taken in the future to curb inflation and could have similar
effects. There can be no assurance that inflation will not become a more serious problem in the future and have a
material adverse impact on our 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.

Trade Risk

In recent years, the U.S. government has indicated its intent to alter its approach to international trade policy
and in some cases to renegotiate, or potentially terminate, certain existing bilateral or multi-lateral trade
agreements and treaties with foreign countries, and has made proposals and taken actions related thereto. For
example, the U.S. government has imposed, and may in the future further increase, tariffs on certain foreign
goods, including from China, such as steel and aluminum. Some foreign governments, including China, have
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instituted retaliatory tariffs on certain U.S. goods. Most recently, the current U.S. presidential administration has
imposed or sought to impose significant increases to tariffs on goods imported into the U.S., including from
China, Canada and Mexico. Tariffs on imported goods could further increase costs, decrease margins, reduce the
competitiveness of products and services offered by current and future tenants and adversely affect the revenues
and profitability of the Fund’s tenants whose businesses rely on goods imported from such impacted
jurisdictions.

There is uncertainty as to further actions that may be taken under the current U.S. presidential
administration with respect to U.S. trade policy. Further governmental actions related to the imposition of tariffs
or other trade barriers or changes to international trade agreements or policies, could further increase costs,
decrease margins, reduce the competitiveness of products and services offered by current and future portfolio
companies and adversely affect the revenues and profitability of companies whose businesses rely on goods
imported from outside of the United States.

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 Investment Company 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 Common Stock should be
considered illiquid. The Common Stock is not currently 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
closed-end management investment company, the shares of 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. If the Fund conducts repurchase offers it will do so at
times 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 proration 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, the Fund may not be able to complete repurchases due to its inability to liquidate a portion of its portfolio.

In any given quarter, the Adviser 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 the Adviser believes that conducting a tender offer for 5.0% of the aggregate NAV of the
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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 the Adviser, 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 future 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 continue to 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.

Reliance on the Adviser and Investment Professionals

The success of the Fund depends on the ability of the Adviser and its respective affiliates to identify and
consummate suitable investments and to dispose of investments of the Fund at a profit. The Adviser and its
affiliates will rely on the skill and expertise of the Fund’s investment team, and others providing investment and
other advice and services with respect to the Fund. There can be no assurance that these key investment
professionals or other persons will continue to be associated with or available to the Adviser or its affiliates
throughout the life of the Fund. The loss or reduction of the services of one or more of such persons could have
an adverse impact on the Fund. See “Management of the Fund.”

Furthermore, although the Adviser’s team members and other investment professionals intend to devote
sufficient time to the Fund so that it can carry out its proposed activities, certain of the Adviser’s team members
are also responsible for the day-to-day activities and investments of certain other funds, investment vehicles and
accounts managed by KKR, as further described in “Potential Conflicts of Interest” below.

Except for rights under the Investment Company Act and our charter, investors generally have no right or
power to take part in the management of the Fund, and as a result, the investment performance of the Fund will
depend on the actions of the Adviser. In addition, certain changes in the Adviser or its affiliates or circumstances
relating to the Adviser or its affiliates may have an adverse effect on the Fund or one or more of its real estate
and real estate-related assets including potential acceleration of credit facilities.

Finally, although the Adviser expects to have access to the appropriate resources, relationships, and
expertise of KKR (subject to information-sharing policies and procedures with respect to KKR Credit), there can
be no assurance that such resources, relationships, and expertise will be available for every transaction. In
addition, investment professionals and committee members may be replaced or added, and management,
operating, and investment procedures may be modified at any time.

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, the deployment of proceeds may be delayed if suitable investments are unavailable
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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.

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 KKR),
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.

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 commercial real estate investments and does not plan to establish any investment criteria to limit its
exposure to these risks for future investments. As a result, private commercial real estate 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 commercial real estate 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 commercial real estate
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
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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 inherent in the ownership and operation of real estate
and real estate-related businesses and assets. These risks include, but are not limited to:

the burdens of ownership of real property;

general and local economic conditions (such as an oversupply of space or a reduction in demand for
space);

the supply and demand for properties (including competition based on rental rates);
energy and supply shortages;
fluctuations in average occupancy and room rates;

the attractiveness, type and location of the properties and changes in the relative popularity of
commercial properties as an investment;

the financial condition and resources of tenants, buyers and sellers of properties;
increased mortgage defaults;
the quality of maintenance, insurance and management services;

changes in the availability of debt financing which may render the sale or refinancing of properties
difficult or impracticable;

changes in building, environmental and other laws and/or regulations (including those governing
usage and improvements), fiscal policies and zoning laws;

changes in real property tax rates;

changes in interest rates and the availability of mortgage funds which may render the sale or
refinancing of properties difficult or impracticable;

changes in operating costs and expenses;

energy and supply shortages;

uninsured losses or delays from casualties or condemnation;

negative developments in the economy that depress travel or leasing activity;
environmental liabilities;

contingent liabilities on disposition of assets;

uninsured or uninsurable casualties;

acts of God, including earthquakes, hurricanes and other natural disasters;

social unrest and civil disturbances, epidemics, pandemics or other public crises;
terrorist attacks and war;

risks and operating problems arising out of the presence of certain construction materials, structural
or property level latent defects, work stoppages, shortages of labor, strikes, union relations and
contracts, fluctuating prices and supply of labor and/or other labor-related factor; and

other factors which are beyond the control of the Adviser and its affiliates.

67



In addition, the Fund’s investments will be subject to various risks which could cause fluctuations in
occupancy, rental rates, operating income and expenses or which could render the sale or financing of its
properties difficult or unattractive. For example, following the termination or expiration of a tenant’s lease, there
may be a period of time before the Fund will begin receiving rental payments under a replacement lease. During
that period, the Fund will continue to bear fixed expenses such as interest, real estate taxes, maintenance and
other operating expenses. In addition, declining economic conditions may impair the Fund’s ability to attract
replacement tenants and achieve rental rates equal to or greater than the rents paid under previous leases.
Increased competition for tenants may require the Fund to make capital improvements to properties which would
not have otherwise been planned. Ultimately, to the extent that the Fund is unable to renew leases or re-let space
as leases expire, decreased cash flow from tenants will result, which could adversely impact the Fund’s operating
results.

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. Challenging economic and financial market conditions
may cause the Fund to experience an increase in the number of private commercial real estate investments that
result in losses, including delinquencies, non-performing assets and a decrease in the value of the property or, in
the case of real estate debt and traded real estate-related 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
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 commercial real estate 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 commercial real estate 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 changes in 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 Commercial Real Estate 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.
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The Fund may obtain only limited warranties when it purchases an equity investment in private commercial
real estate. 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.

Prime Single Tenant Risk

The Fund depends on its tenants for revenue, and therefore the Fund’s revenue is dependent on the success
and economic viability of its tenants. Certain of the Fund’s investments in prime single tenant properties may be
leased out to single tenants that the Adviser believes have favorable credit profiles and/or performance attributes
supporting highly visible long-term cash flows. Adverse impacts to such tenants, including as a result of changes
in market or economic conditions, natural disasters, outbreaks of an infectious disease, pandemic or any other
serious public health concern, political events or other factors that may impact the operation of these properties,
may have negative effects on our business and financial results. As a result, such tenants may in the future be,
required to suspend operations at our properties for what could be an extended period of time. Further, if such
tenants default under their leases, we may not be able to promptly enter into a new lease or operating
arrangement for such properties, rental rates or other terms under any new leases or operating arrangement may
be less favorable than the terms of the current lease or operating arrangement or we may be required to make
capital improvements to such properties for a new tenant, any of which could adversely impact our operating
results.

Emerging Markets Risk

The Fund may invest in emerging markets. These markets tend to be very inefficient and illiquid as well as
subject to political and other factors to a heightened degree relative to non-emerging markets. Many emerging
markets are developing both economically and politically and in some cases have relatively unstable
governments and economies based on only a few commodities or industries. Many emerging market countries do
not have firmly established product markets and companies in these markets might lack depth of management
and can be very vulnerable to political or economic developments such as nationalization of key industries.
Additional risks associated with investment in emerging markets include: (i) greater risk of expropriation,
confiscatory taxation, nationalization, social and political instability (including the risk of changes of government
following elections or otherwise) and economic instability; (ii) the relatively small current size of some of the
markets for securities and other investments in emerging markets issuers and the current relatively low volume of
trading, resulting in lack of liquidity and in price volatility; (iii) increased risk of national policies which restrict
the Fund’s investment opportunities, including restrictions on investing in issuers or industries deemed sensitive
to relevant national interests; (iv) the absence of developed legal structures governing private or foreign
investment and private property; (v) the potential for higher rates of inflation or hyper-inflation; (vi) increased
currency risk and risk of the imposition, extension or continuation of foreign exchange controls including
managed adjustments in relative currency values; (vii) increased interest rate risk; (viii) increased credit risk;

(ix) lower levels of democratic accountability; (x) greater differences in accounting standards and auditing
practices which result in increased risk of unreliable financial information and (xi) different corporate
governance frameworks. The emerging markets risks described above also increase counterparty risks for
investments in those markets. In addition, investor risk aversion to emerging markets can have a significant
adverse effect on the value and/or liquidity of investments made in or exposed to such markets and can
accentuate any downward movement in the actual or anticipated value of such investments which is caused by
any of the factors described above.

Litigation Risk

In the ordinary course of its business, the Fund may be subject to litigation from time to time. The outcome
of such proceedings may materially adversely affect the value of the Fund and may continue without resolution
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for long periods of time. Any litigation may consume substantial amounts of the Adviser’s time and attention,
and that time and the devotion of these resources to litigation may, at times, be disproportionate to the amounts at
stake in the litigation.

The acquisition, ownership and disposition of real properties carries certain specific litigation risks.
Litigation may be commenced with respect to a property acquired by the Fund or its subsidiaries in relation to
activities that took place prior to the Fund’s acquisition of such property. In addition, at the time of disposition of
an individual property, a potential buyer may claim that it should have been afforded the opportunity to purchase
the asset or alternatively that such potential buyer should be awarded due diligence expenses incurred or statutory
damages for misrepresentation relating to disclosure made, if such buyer is passed over in favor of another as
part of the Fund’s efforts to maximize sale proceeds. Similarly, successful buyers may later sue the Fund under
various damage theories, including those sounding in tort, for losses associated with latent defects or other
problems not uncovered in due diligence.

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.

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 U.S. federal, state and local and
non-U.S. laws, ordinances and regulations, an owner of real property may be liable for the costs of removal or
remediation of certain hazardous or toxic substances on or in such property. Such laws may also impose joint and
several liability, which can result in a party being obligated to pay for greater than its share, or even all, of the
liability involved. Such liability may also be imposed without regard to whether the owner knew of, or was
responsible for, the presence of such hazardous or toxic substances and may be imposed on the owner in
connection with the activities of a tenant at the property. The cost of any required remediation and the owner’s
liability therefore as to any property are generally not limited under such laws and could exceed the value of the
property and/or the aggregate assets of the owner. The presence of such substances, or the failure to properly
remediate contamination from such substances, would adversely affect the owner’s ability to sell the real estate
or to borrow funds using such property as collateral, which could have an adverse effect on the Fund’s return
from such investment. Environmental claims with respect to a specific investment could exceed the value of such
investment, and under certain circumstances, subject the other assets of the Fund to such liabilities. In addition,
some environmental laws create a lien on contaminated property in favor of governments or government
agencies for costs they incur in connection with the contamination.

The ongoing presence of environmental contamination, pollutants or other hazardous materials on a
property (whether known at the time of acquisition or not) could also result in personal injury (and associated
liability) to persons on the property and persons removing such materials, future or continuing property damage
(which would adversely affect property value) or claims by third parties, including as a result of exposure to such
materials through the spread of contaminants.

In addition, 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.
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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 the seller 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 seller to satisfy such indemnities or the ability of the Fund to achieve enforcement of
such indemnities.

Joint Venture Risk

The Fund may in the future enter into joint ventures with third parties to make investments. The Fund 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;

* 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;
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» 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 Investment Company Act for the Fund to partner with other
vehicles advised by the Adviser, the Adviser 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. The Fund may at times enter into arrangements that provide for
unfunded commitments and, even when not contractually obligated to do so, may be incentivized to fund future
commitments related to its investments.

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 the Adviser 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. We may provide “bad boy” guarantees on behalf of other funds,
investment vehicles and accounts managed by KKR investing alongside us and as such guarantees are not for
borrowed money, they will typically not be included under our leverage limitations.

Valuation Risk

The price the Fund pays for its private commercial real estate investments will be based on the Adviser’s
projections of market demand, occupancy levels, rental income, the costs of any development, redevelopment or
renovation of a property, borrower expertise and other factors. If any of the Adviser’s 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 commercial real estate 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 overseen and coordinated by the Adviser in its role as the
Fund’s valuation designee.
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Within the parameters of the Fund’s valuation guidelines and applicable SEC and accounting rules and
guidance, the valuation methodologies used to value the Fund’s private commercial real estate 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 commercial real estate 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 the Adviser and the Independent Valuation Advisor and any third-party
pricing services. Valuations and appraisals of the Fund’s private commercial real estate investments are only
conducted on a periodic basis. If the relevant asset’s value changes after such appraisal, it will be difficult for
KKR 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 the Adviser to make an assessment of fair value with
incomplete information. The participation of KKR in our valuation process could result in a conflict of interest,
since the Management Fee is based on our average daily net assets and KAA’s obligations under the Shareholder
Priority Plan are tied to our NAV per share. Pursuant to the requirements of Rule 2a-5, the Adviser will ensure
that portfolio managers do not exert substantial influence on the valuation of portfolio investments. A material
change in a private commercial real estate investment or a new appraisal of a private commercial real estate
investment may have a material impact on our overall NAV, resulting in a sudden increase or decrease to our
NAYV 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 real property 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, an unanticipated structural or environmental event at a property or material changes in
market, economic and political conditions globally and in the jurisdictions and sectors in which a property
operates, 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. As a result, our NAV per share may not reflect a material event until
such time as sufficient information is available and the impact of such an event on a property’s valuation is
evaluated, such that our NAV may be appropriately updated in accordance with our valuation guidelines. The
Adviser will rely on the Independent Valuation Advisor and third-party pricing services’ appraisals in
determining the fair value of the private commercial real estate investments as well as any Level 2 securities,
such as MBS, in which the Fund may invest. 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 KKR 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 Related to Specific Private Commercial Real Estate Property Types

The Fund intends to invest in a variety of private commercial real estate property types, including
multifamily properties, single family properties that are professionally managed, industrial properties, prime
single-tenant offices in innovation markets, and select specialty sectors, which may expose the Fund to risks. For
example, the Fund’s investments in multifamily properties 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. Fluctuations in

73



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. 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. 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.

Single Family Rental Market Risk

A portion of the Fund’s portfolio will consist of interests in private investment vehicles that own or
otherwise have interests in single family rental properties, including both detached single family homes and
attached single family homes such as rowhouses or townhouses. The Fund may also have direct interests in
single family rental properties or debt instruments or preferred equity securities providing exposure to such
properties. The Fund’s investment strategy involves sourcing assets through operators that purchase, renovate,
maintain, and manage a large number of single family rental properties and leasing them to qualified residents
through third-party property managers or leasing agents. Until recently, the single family rental business
consisted primarily of private and individual investors in local markets and was managed individually or by
small, non-institutional owners and property managers, many of which may have more specialized market
knowledge than the Adviser. It may be difficult for investors to evaluate the Fund’s potential future performance
without the benefit of established long-term track records from companies implementing a similar business
model.

Investors also face risks caused by proposed state and federal laws intended to prohibit institutional
investors from engaging in the single family rental market. A downturn or slowdown in the rental demand for
single family housing caused by adverse economic, regulatory, or environmental conditions, or other events may
have a significant impact on the value of the Fund’s assets or operating results. There may be seasonal
fluctuations in rental demand, with demand higher in the spring and summer than in the late fall and winter. Such
seasonal fluctuations may impact the Fund’s performance.

In addition to general, regional, national and international economic conditions, the Fund’s performance will
be impacted by the economic conditions in the markets where the Fund holds single family assets. The Adviser
may not be able to select these markets appropriately. However, certain of these markets have experienced
substantial economic downturns in certain years and could experience similar or worse economic downturns in
the future. There is no assurance as to the extent property values and operating fundamentals will improve. If
historical economic downturns recur, the value of these assets could decline, which could adversely affect the
Fund’s performance and its ability to make distributions to stockholders.

Rental Risk Generally

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 performance.

Risk of Competition for Quality Residents

The Fund depends on rental income from tenants for a substantial amount of its income. As a result, the
Fund’s performance in residential investments depends in large part upon its ability to invest in properties that
attract and retain qualified residents. The Fund, and the real estate operators through which the Fund acquires
single family rental investments, face competition for residents from other lessors of single family properties,
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apartment buildings, and condominium units. Competing properties may be newer, better located, and more
attractive to residents. Many of these competitors may successfully attract residents with better incentives and
amenities. Additionally, some competing housing options may qualify for government subsidies that may make
such options more accessible and therefore more attractive than properties the Fund invests in. These sources of
competition could adversely affect the ability of the Fund and the relevant real estate operator to obtain quality
residents and lease single family properties on favorable terms.

In addition, increases in unemployment levels and other adverse changes in economic conditions in the
markets in which the Fund holds single family rental investments may adversely affect the creditworthiness of
potential residents, which may decrease the overall number of qualified residents for properties within such
markets. The Fund could also be adversely affected by overbuilding or high vacancy rates of homes in such
markets, which could result in an excess supply of homes and reduce occupancy and rental rates. Continuing
development of apartment buildings and condominium units in many markets will increase the supply of housing
and exacerbate competition for residents.

In addition, improving economic conditions, along with the availability of low residential mortgage interest
rates and government sponsored programs to promote home ownership, have made home ownership more
accessible for potential renters who have strong credit. These factors may encourage potential renters to purchase
residences rather than lease them, thereby causing a decline in the number and quality of potential residents
available to the Fund.

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.

In the event of any default under a mortgage loan held directly by the Fund, it 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 loan, which could have a material adverse effect on the profitability of the Fund. In the event of
the bankruptcy of a mortgage loan borrower, the mortgage loan to such borrower will be deemed to be secured
only to the extent of the value of the underlying collateral at the time of bankruptcy (as determined by the
bankruptcy court), and the lien securing the mortgage loan will be subject to the avoidance powers of the
bankruptcy trustee or debtor-in-possession to the extent the lien is unenforceable under state law.

Foreclosure of a mortgage loan can be an expensive and lengthy process which could have a substantial
negative effect on our anticipated return on the foreclosed mortgage loan. RMBS evidence interests in or are

secured by pools of residential mortgage loans and CMBS evidence interests in or are secured by a single
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commercial mortgage loan or a pool of commercial mortgage loans. Accordingly, the MBS 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 mortgage lien
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.

Back Leverage Risk

The Fund may use “back leverage,” where a lender borrows money from a third-party to finance its loan to a
borrower, for certain investments. The use of back leverage potentially enhances the return profile of
investments, and accordingly, of the Fund overall, but also increases the risks associated with collateralized
assets held through the same leverage facilities. The use of back leverage also could limit the ability of a
collateralized vehicle to make distributions.

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 multifamily 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, 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. The Fund has historically invested a
significant portion of its portfolio in CMBS.

In addition, the securitization of investments in the Fund’s portfolio might magnify the Fund’s exposure to
losses because any equity interest the Fund retains in the issuing entity would be subordinate to the notes issued
to investors and the Fund would, therefore, absorb all of the losses sustained with respect to a securitized pool of
assets before the owners of the notes experience any losses. The inability to securitize the Fund’s portfolio may
hurt the Fund’s performance and ability to grow its business. At the same time, the securitization of the Fund’s
loans or investments might expose the Fund to losses, as the residual loans or investments in which the Fund
does not sell interests will tend to be riskier and more likely to generate losses. Moreover, the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 2010 (the “Dodd-Frank Act”) contains a risk retention
requirement for all asset-backed securities, which requires issuers of both public and private securities to retain
not less than 5% of the credit risk of the assets collateralizing any asset-backed security issuance. Significant
restrictions exist, and additional restrictions may be added in the future, regarding who may hold risk retention
interests, the structure of the entities that hold risk retention interests and when and how such risk retention
interests may be transferred. Therefore, such risk retention interests will generally be illiquid. As a result of the
risk retention requirements, the Fund may be required to purchase and retain certain interests in a securitization
into which the Fund sells mortgage loans or when the Fund acts as issuer, may be required to sell certain interests
in a securitization at prices below levels that such interests have historically yielded or may be required to enter
into certain arrangements related to risk retention that we have not historically been required to enter into and,
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accordingly, the risk retention rules may increase the Fund’s potential liabilities or reduce its potential profits in
connection with securitization of mortgage loans. It is likely, therefore, that these risk retention rules will
increase the administrative and operational costs of asset securitizations.

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 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 Adviser’s loss estimates may not prove
accurate, as actual results may vary from estimates. In the event that the Adviser overestimates 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. 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. Additionally, certain securities
investments, such as horizontal or other risk retention investments in CMBS, may have certain holding period
and other restrictions that would limit our ability to sell such investments.

RMBS Risk

RMBS are, generally, securities that represent interest in a pools of residential mortgage loans secured by
one to four family residential mortgage loans. Our investments in RMBS are subject to the risks of defaults,
foreclosure timeline extension, fraud, home price depreciation and unfavorable modification of loan principal
amount, interest rate and amortization of principal accompanying the underlying residential mortgage loans. To
the extent that assets underlying our investments are concentrated geographically, by property type or in certain
other respects, we may be subject to certain of the foregoing risks to a greater extent. In the event of defaults on
the residential mortgage loans that underlie our investments in RMBS and the exhaustion of any underlying or
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any additional credit support, we may not realize our anticipated return on our investments and we may incur a
loss on these investments.

We may also acquire non-agency RMBS, which are backed by residential property but, in contrast to agency
RMBS, their principal and interest are not guaranteed by federally chartered entities such as the Fannie Mae and
Freddie Mac and, in the case of Ginnie Mae, the U.S. government. In addition, we may invest in government
mortgage pass-through securities, which represent participation interests in pools of residential mortgage loans
purchased from individual lenders by a federal agency or originated by private lenders and guaranteed by a
federal agency, including those issued or guaranteed by Ginnie Mae, Fannie Mae and Freddie Mac. Ginnie Mae
certificates are direct obligations of the U.S. Government and, as such, are backed by the “full faith and credit” of
the United States. Fannie Mae is a federally chartered, privately owned corporation and Freddie Mac is a
corporate instrumentality of the United States. Fannie Mae and Freddie Mac certificates are not backed by the
full faith and credit of the United States but the issuing agency or instrumentality has the right to borrow, to meet
its obligations, from an existing line of credit with the Treasury. The Treasury has no legal obligation to provide
such line of credit and may choose not to do so.

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 REITSs 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.

Below Investment Grade (High Yield or Junk) Securities Risk

The Fund’s investments in traded real estate-related 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 commercial real estate 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. 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
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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 strategies 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 investments will expose it to interest rate risk, meaning that changes in prevailing market
interest rates could negatively affect the value of such investments. If interest rates increase, so could the Fund’s
interest costs for new debt, including variable rate debt obligations under any credit facility or other financing.
This increased cost could make the financing of any development or acquisition more costly. Changes in interest
rates could limit the Fund’s ability to refinance existing debt when it matures or cause it to pay higher interest
rates upon refinancing, which would negatively impact liquidity and profitability. In addition, an increase in
interest rates could decrease the access third parties have to credit or the amount they are willing to pay for the
Fund’s assets. Factors that will affect market interest rates include, without limitation, inflation, deflation, slow
or stagnant economic growth or recession, unemployment, money supply, governmental monetary policies,
international disorders and instability in domestic and foreign financial markets.

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 traded real estate-related 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 traded real estate-related 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.

Furthermore, shifts in the Treasury yield curve reflecting an increase in interest rates would also affect the
yield required on certain traded real estate-related 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 real estate-related
securities portfolio and the Fund’s financial position and operations as a change in interest rates generally.

SOFR Risk

SOFR is intended to be a broad measure of the cost of borrowing funds overnight in transactions that are
collateralized by U.S. Treasury securities. SOFR is calculated based on transaction-level repo data collected from
various sources. For each trading day, SOFR is calculated as a volume-weighted median rate derived from such
data. SOFR is calculated and published by the FRBNY. If data from a given source required by the FRBNY to
calculate SOFR is unavailable for any day, then the most recently available data for that segment will be used,
with certain adjustments. If errors are discovered in the transaction data or the calculations underlying SOFR
after its initial publication on a given day, SOFR may be republished at a later time that day. Rate revisions will
be effected only on the day of initial publication and will be republished only if the change in the rate exceeds
one basis point.

Because SOFR is a financing rate based on overnight secured funding transactions, it differs fundamentally
from the previously used rate, LIBOR. SOFR is a secured overnight rate reflecting the credit of U.S. Treasury
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securities as collateral. Thus, it is largely insensitive to credit-risk considerations and to short-term interest rate
risks. SOFR is a transaction-based rate, and it has been more volatile than other benchmark or market rates
during certain periods. SOFR has a limited history, having been first published in April 2018. The future
performance of SOFR, and SOFR-based reference rates, cannot be predicted based on SOFR’s history or
otherwise. Levels of SOFR in the future may bear little or no relation to historical levels of SOFR, LIBOR or
other rates.

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
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.

The Fund has limited its engagement in derivative transactions so as to qualify as a “limited derivatives
user” for purposes of Rule 18f-4 under the Investment Company Act such that the Fund is subject to substantially
fewer substantive requirements under that rule than would be the case if it did not so qualify. However, there is
no guarantee that the Fund will meet or continue to meet such qualifications, and, as a result, there is a risk that
the Fund may become subject to more onerous requirements under Rule 18f-4 than currently intended. Further,
the Fund could be required to observe more stringent asset coverage and related requirements than were
previously imposed by the Investment Company Act, which could adversely affect the value or performance of
the Fund relative to the Fund’s prior performance. Although the Fund has the flexibility to make use of
derivatives, it may choose not to for a variety of reasons, even under very volatile market conditions.

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

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 is and will be incurred by operating entities held by the Fund or by joint
ventures entered into by one of the Fund’s operating entities and secured by real estate owned by such operating
entities. Such operating entities would solely own real estate assets and would borrow from a lender using the
owned property as mortgage collateral. If an operating entity were to default on a loan, the lender’s recourse
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would be to the mortgaged property and the lender would typically not have a claim to other assets of the Fund or
its subsidiaries. There are no limits under the Investment Company Act on the amount of leverage an operating
entity may incur. When such property level debt is not recourse to the Fund, the Fund will not treat such
borrowings as senior securities (as defined in the Investment Company Act) for purposes of complying with the
Investment Company Act’s limitations on leverage unless (i) the operating entity is a wholly-owned subsidiary of
the Fund, (ii) the Fund has sole majority control over the governance of a joint venture (which excludes shared
control arrangements where the consents of both the Fund and another party are required for all material
decisions) or (iii) the financial statements of the operating entity or joint venture holding such debt will be
consolidated in the Fund’s financial statements. Property level debt may include covenants restricting when an
operating entity held by the Fund can make distributions to the Fund. 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
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 Investment Company Act and limit the Fund’s ability to effectively manage its portfolio.

In addition, the Fund may enter into investment management techniques (including reverse repurchase
agreements and derivative transactions) that have similar effects as leverage, but which are not subject to the
foregoing 331/;% limitation if effected in compliance with applicable SEC rules and guidance. To the extent that
the Fund does not effect such transactions in compliance with the requirements of Rule 18f-4, such transactions
may be treated as senior securities representing indebtedness for purposes of the requirement under the
Investment Company Act that the Fund may not enter into any such transactions if the Fund’s borrowings would
thereby exceed 331/;% of its total assets, less all liabilities and indebtedness of the Fund not represented by senior
securities. Either way, such transactions may represent a form of economic leverage and will create risks.

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

The Fund has limited its engagement in derivative transactions so as to qualify as a “limited derivatives
user” for purposes of Rule 18f-4 such that the Fund is subject to substantially fewer substantive requirements
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under that rule than would be the case if it did not so qualify. However, there is no guarantee that the Fund will
meet or continue to meet such qualifications, and, as a result, there is a risk that the Fund may become subject to
more onerous requirements under Rule 18f-4 than currently intended. Further, the Fund could be required to
observe more stringent asset coverage and related requirements than were previously imposed by the Investment
Company Act, which could adversely affect the value or performance of the Fund relative to the Fund’s prior
performance. Although the Fund has the flexibility to make use of derivatives, it may choose not to for a variety
of reasons, even under very volatile market conditions.

Unlike other registered investment companies that use derivatives more significantly, limited derivatives
users are not required to adopt a derivatives risk management program, comply with the “value at risk” limit on
fund leverage risk, or comply with certain board oversight and reporting requirements. Limited derivatives users
are required, however, to adopt and implement written policies and procedures reasonably designed to manage
the regulated fund’s derivatives risk. In order for the Fund to qualify as a limited derivatives user, the Fund’s
derivatives “exposure” (as defined in Rule 18f-4) cannot exceed 10% of its net assets, excluding certain currency
or interest rate derivatives used for hedging purposes.

Risks Related to the Banking Sector

In early 2023, bank closures in the U.S. and Europe caused uncertainty for financial services
companies—especially in the banking sector, and U.S. middle market banks in particular—and fear of instability
in the global financial system generally. Many financial institutions experienced volatile stock prices and
significant losses in their equity value, and there is concern that depositors have withdrawn, or could withdraw in
the future, significant sums from their accounts at these institutions (each, a “Distress Event”). As a result, U.S.
governmental agencies (including the U.S. Federal Deposit Insurance Corporation (the “FDIC”) and the U.S.
Federal Reserve Bank) intervened directly and indirectly to protect the uninsured depositors of banks that have
recently closed or who have experienced a significant Distress Event. Simultaneously, as a result of depositary
outflows and other existential issues, the Swiss Financial Market Supervisory Authority intervened in the
collapse of Credit Suisse, one of the global systemically important banks, brokering its partial sale to UBS. There
is a risk that other financial institutions could undergo Distress Events as a result of contagion disconnected from
market fundamentals or for other reasons, and it is unclear what steps regulators would take, if any, in the event
of further bank closures or continuing (or increasing) market distress.

Banks and other financial institutions, including those that could undergo Distress Events could provide
credit facilities and/or other forms of financing to the Fund or its portfolio investments. There can be no
assurance that such financial institutions will honor their obligations as creditors or that another financial
institution would be willing and able to provide replacement financing or similar capabilities and on similar
terms.

If a financial institution closes, whether as a result of a Distress Event or otherwise, there is no guarantee
that its uninsured depositors, which could include the Fund and/or its portfolio investments, will be made whole
or, even if made whole, that such deposits will become available for withdrawal in short order. Pursuant to
statute, U.S. bank accounts are insured by the FDIC in an amount up to $250,000. While the U.S. government has
considered raising that limit, there can be no guarantee that such limit will be increased. As a consequence, for
example, if a Distress Event occurs, the Fund or portfolio investments could be delayed or prevented from
accessing a portion or all of their bank accounts or making required payments under their debt or other
contractual obligations. Stockholders could be impacted in their ability to receive distributions and/or capital
gains for related reasons.

Distress Events could have a potentially adverse effect on the ability of the Adviser to manage the Fund and
its investments, and on the ability of the Adviser, the Fund and any portfolio investment to maintain operations,
which in each case could result in significant losses and in unconsummated investment acquisitions and
dispositions. Such losses could include: a loss of funds; an obligation to pay fees and expenses in the event the
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Fund is not able to close a transaction (whether due to the inability to draw capital on a credit line provided by a
financial institution experiencing a Distress Event, the inability of the Fund to access capital contributions or
otherwise); the inability of the Fund to acquire or dispose of investments, or acquire or dispose of such
investments at prices that the Adviser believes reflect the fair value of such investments; and the inability of
portfolio investments to make payroll, fulfill obligations or maintain operations. If a Distress Event leads to a
loss of access to a financial institution’s services, it is also possible that the Fund or a portfolio investment will
incur additional expenses or delays in putting in place alternative arrangements or that such alternative
arrangements will be less favorable than those formerly in place (with respect to economic terms, service levels,
access to capital, or otherwise). Although the Adviser expects to exercise contractual remedies under agreements
with financial institutions in the event of a Distress Event, there can be no assurance that such remedies will be
successful or avoid losses or delays. The Fund and its portfolio investments are subject to similar risks if any
financial institution utilized by investors in the Fund or by suppliers, vendors, service providers or other
counterparties of the Fund or a portfolio investment becomes subject to a Distress Event, which could have a
material adverse effect on the Fund.

Many financial institutions require, as a condition to using their services (including lending services), that
the Adviser and/or the Fund maintain all or a set amount or percentage of their respective accounts or assets with
the financial institution, which heightens the risks associated with a Distress Event with respect to such financial
institutions. Although the Adviser seeks to do business with financial institutions that it believes are creditworthy
and capable of fulfilling their respective obligations to the Fund, the Adviser is under no obligation to use a
minimum number of financial institutions with respect to the Fund or to maintain account balances at or below
the relevant insured amounts.

Uncertainty caused by bank failures—and general concern regarding the financial health and outlook for
other financial institutions—could have an overall negative effect on banking systems and financial markets
generally. Any developments could also have other implications for broader economic and monetary policy,
including interest rate policy. For the foregoing reasons, there can be no assurances that conditions in the banking
sector and in global financial markets will not worsen and/or adversely affect the Fund or one or more of its
portfolio investments or its overall performance.

Potential Conflicts of Interest Risk

The Adviser will experience conflicts of interest in connection with the management of the Fund, relating to
the allocation of the Adviser’s time and resources between the Fund and other investment activities; the
allocation of investment opportunities by the Adviser and its affiliates; compensation to the Adviser; services
provided by the Adviser and its affiliates to issuers in which the Fund invests; investments by the Fund and other
clients of the Adviser, subject to the limitations of the Investment Company Act; the formation of additional
investment funds by the Adviser; differing recommendations given by the Adviser to the Fund versus other
clients; and the Adviser’s use of information gained from issuers in the Fund’s portfolio to aid investments by
other clients, subject to applicable law. Certain of the Fund’s unconsolidated subsidiaries utilize KKR affiliates
for property management and/or asset management services to the assets owned by such subsidiaries. For their
services, such affiliates receive market based compensation on an arms’ length basis. For more information about
these arrangements with affiliates, see “Conflicts of Interest.”

In addition, the Adviser’s investment professionals will, from time to time, acquire confidential or material,
non-public information concerning an entity in which the Fund has invested, or propose to invest, and the
possession of such information generally will limit the Adviser’s ability to buy or sell particular securities of
such entity on behalf of the Fund, thereby limiting the investment opportunities or exit strategies available to the
Fund. In addition, holdings in the securities of an issuer by the Adviser or its affiliates will affect the ability of
the Fund to make certain acquisitions of, or enter into certain transactions with, such issuer. From time to time,
broker-dealers and investment advisers affiliated with the Adviser will also acquire confidential or material
non-public information concerning entities in which the Fund has invested or proposes to invest, which could
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restrict the Adviser’s ability to buy or sell (or otherwise transact in) securities of such entities, thus limiting
investment opportunities or exit strategies available to the Fund. See “Conflicts of Interest.”

Our directors and officers have duties to our company under applicable Maryland law and our charter in
connection with their direction of the management of the Fund. At the same time, we, as sole member, have
duties to the general partner of our operating partnership which, in turn, as general partner of our operating
partnership, has 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, we anticipate that the partnership agreement of our operating partnership will
provide that any action or failure to act by us as general partner 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 general partner owes to
our operating partnership and its partners.

Allocation of Investment Opportunities Risk

Certain other existing or future funds, investment vehicles and accounts managed by KKR and its affiliates
and KKR proprietary entities invest in securities, properties and other assets in which the Fund seeks to invest.
The Adviser’s allocation policy is designed to fairly and equitably distribute investment opportunities over time
and in accordance with the Order, if required, among funds or pools of capital managed by the Adviser and its
affiliates. Allocation of identified investment opportunities among the Fund, KKR and other KKR investment
vehicles presents inherent conflicts of interest where demand exceeds available supply. The Adviser expects
there could be overlap of investment opportunities for the Fund and other KKR investment vehicles and KKR
proprietary accounts, and the Fund’s share of investment opportunities may be materially affected by competition
from other KKR investment vehicles and KKR proprietary entities. Investors should note that the conflicts
inherent in making such allocation decisions will not always be resolved in favor of the Fund. See “/nvestment
Objectives and Strategies — Allocation of Investment Opportunities” and “Conflicts of Interest.”

Cyber-Security Risk and Identity Theft Risk

Increased reliance on internet-based programs and applications to conduct transactions and store data
creates growing operational and security risks. Targeted cyber-attacks or accidental events can lead to breaches
in computer and data systems security, and subsequent unauthorized access to sensitive transactional and
personal information held or maintained by KKR, its affiliates, and third-party service providers or
counterparties. Any breaches that occur could result in a failure to maintain the security, confidentiality, or
privacy of sensitive data, including personal information relating to investors and the beneficial owners of
investors, and could lead to theft, data corruption, or overall disruption in operational systems. Criminals could
use data taken in breaches in identity theft, obtaining loans or payments under false identities and other crimes
that have the potential to affect the value of assets in which the Fund invests. These risks have the potential to
disrupt KKR’s ability to engage in transactions, cause direct financial loss and reputational damage or lead to
violations of applicable laws related to data and privacy protection and consumer protection. Cybersecurity risks
also necessitate ongoing prevention and compliance costs.

Incentive Fee Risk

The Incentive Fee may create an incentive for the Adviser to make investments in order to maximize
Portfolio Operating Income under the Incentive Fee even if such investments may not benefit our NAV, cause us
to use more leverage than the Adviser otherwise would in the absence of the Incentive Fee or to otherwise make
riskier investments on our behalf. While the Board does not monitor specific investment decisions by the Adviser
and the particular timing of individual investment decisions as they relate to the Incentive Fee, the Board, as part
of its fiduciary duties and responsibilities under the Investment Company Act (relating to future determinations
as to whether to renew the Advisory Agreement), considers whether the Incentive Fee is fair and reasonable.
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Payment of Management and Incentive Fees in Shares Risk

The Fund relies on exemptive relief from the SEC that permits the Fund to pay the Adviser all or a portion
of its Management Fees and Incentive Fees in shares of Common Stock in lieu of paying the Adviser an
equivalent amount of such fees in cash, which may dilute third-party interests in the Fund.

Non-U.S. Investment Risks

We have in the past and may continue to invest in real estate located outside of the United States and real
estate debt issued in, and/or backed by real estate in, countries outside the United States, including Asia and
Europe. Non-U.S. real estate and real estate- related investments involve certain factors not typically associated
with investing in real estate and real estate-related investments in the U.S., including risks relating to (i) currency
exchange matters, including fluctuations in the rate of exchange between the U.S. dollar and the various non-U.S.
currencies in which such investments are denominated, and costs associated with conversion of investment
principal and income from one currency into another; (ii) differences in conventions relating to documentation,
settlement, corporate actions, stakeholder rights and other matters; (iii) differences between U.S. and non-U.S.
real estate markets, including potential price volatility in and relative illiquidity of some non-U.S. markets;

(iv) the absence of uniform accounting, auditing and financial reporting standards, practices and disclosure
requirements and differences in government supervision and regulation; (v) certain economic, social and political
risks, including potential exchange-control regulations, potential restrictions on non-U.S. investment and
repatriation of capital, the risks associated with political, economic or social instability, including the risk of
sovereign defaults, regulatory change, and the possibility of expropriation or confiscatory taxation or the
imposition of withholding or other taxes on dividends, interest, capital gains, other income or gross sale or
disposition proceeds, and adverse economic and political developments; (vi) the possible imposition of non- U.S.
taxes on income and gains and gross sales or other proceeds recognized with respect to such investments;

(vii) differing and potentially less well-developed or well-tested corporate laws regarding stakeholder rights,
creditors’ rights (including the rights of secured parties), fiduciary duties and the protection of investors;

(viii) different laws and regulations including differences in the legal and regulatory environment or enhanced
legal and regulatory compliance; (ix) political hostility to investments by foreign investors; (x) less publicly
available information; (xi) obtaining or enforcing a court judgement abroad; (xii) restrictions on foreign
investment in other jurisdictions; and (xiii) difficulties in effecting repatriation of capital. Economic sanctions
and other similar governmental actions or developments could, among other things, restrict or eliminate the
Fund’s ability to purchase or sell certain non-U.S. securities or other instruments, and the Fund may be forced to
sell or otherwise dispose of non-U.S. securities or other instruments at inopportune times or prices. Furthermore,
while we may have the capacity, but not the obligation, to mitigate such additional risks, including through the
utilization of certain foreign exchange hedging instruments, there is no guarantee that we will be successful in
mitigating such risks and in turn may introduce additional risks and expenses linked to such efforts.

Property Manager Risk

The Adviser hires property managers to manage our properties and leasing agents to lease vacancies in our
properties. These property managers may be our affiliates or partners in joint ventures that we enter into. The
property managers have significant decision-making authority with respect to the management of our properties.
Our ability to direct and control how our properties are managed on a day-to-day basis may be limited because
we engage other parties to perform this function. Thus, the success of our business may depend in large part on
the ability of our property managers to manage the day-to-day operations and the ability of our leasing agents to
lease vacancies in our properties. Any adversity experienced by, or problems in our relationship with, our
property managers or leasing agents could adversely impact the operation and profitability of our properties.

Risks Related to the Fund’s REIT Status

If we do not qualify as a REIT, we will be subject to tax as a regular corporation and could face a substantial tax

liability.
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We expect 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 federal income tax on our taxable income at regular corporate income tax rates;

e any resulting tax liability could be substantial and could have a material adverse effect on our book
value;

» 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 for share
repurchases 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
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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 25% 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.

Our charter does not permit any person or group to beneficially or constructively own more than 9.8% in value
or number of shares, whichever is more restrictive, of our outstanding Common Stock or of the aggregate of our
outstanding capital stock of all classes or series, and attempts to acquire the Common Stock or our capital stock
of all other classes or series in excess of these 9.8% limits would not be effective without an exemption
(prospectively or retroactively) from these limits by the Board.

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 9.8%, in value or number of shares, whichever is more restrictive, of the
outstanding shares of our Common Stock, or 9.8% in value or number of shares, whichever is more restrictive, of
the aggregate 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 or capital 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 9.8% of our outstanding Common
Stock or our capital stock by a person could cause another person to constructively own in excess of 9.8% of our
outstanding Common Stock or our capital stock, respectively, and thus violate the Ownership Limit. There can be
no assurance that the Board, as permitted in the charter, will not decrease this Ownership Limit in the future. Any
attempt to own or transfer shares of the Common Stock or capital stock in excess of the Ownership Limit without
the consent of the Board will result 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 the Common Stock (and even if such change in control would not reasonably jeopardize our REIT
status). The exemptions to the Ownership Limit granted to date may limit the Board’s power to increase the
Ownership Limit or grant further exemptions in the future.

The Board is authorized to revoke our REIT election without stockholder approval, which may cause adverse
consequences to our stockholders.

Our charter authorizes the Board 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, or attempt to qualify, as a REIT. 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.
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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 the 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 “Certain 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
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. We cannot assure you that we currently qualify as a domestically
controlled REIT or that we will qualify as a domestically controlled REIT at any time in the future. 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. We expect to treat our Common Stock as
“regularly traded” on an established securities market for purposes of the preceding test. See “Certain 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 sharecholder” 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 “Certain 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
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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
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, taxpayers that are individuals, trusts or estates 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 reduces the effective tax rate
on such dividends. See “Certain 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. 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 the Board 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, or attempt 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.
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In addition, unilateral or internationally agreed or disputed changes in international tax policy, laws or
regulations or in the policies or positions of relevant tax authorities, including U.S. tax authorities and the
application of tariffs or other U.S. executive actions regarding the dispute, application, administration or
interpretation of tax laws, regulations or treaties, could also increase the taxes or levies (including tariffs) payable
by us or in respect of our assets and tenants, possibly with retroactive effect or could otherwise have a material
impact on international financial or governmental agreements and arrangements or international economic
conditions, each of which could negatively impact our business.

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.
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CONFLICTS OF INTEREST

The Adviser will experience conflicts of interest in connection with the management of the Fund, including,
but not limited to, those discussed below. Dealing with conflicts of interest is complex and difficult, and new and
different types of conflicts may subsequently arise.

The members, officers and other personnel of the Adviser allocate their time, resources and other
services between the Fund and other investment and business activities in which they are involved,
including other funds, investment vehicles and accounts managed by KKR. The Adviser intends to
devote such time as shall be necessary to conduct the Fund’s business affairs in an appropriate manner.
However, the Adviser will continue to devote the time, resources and other services necessary to
managing its other investment and business activities, and the Adviser is not precluded from
conducting activities unrelated to the Fund. Substantial time will be spent by such members, officers
and personnel monitoring the investments of other funds, investment vehicles and accounts managed
by KKR.

The Adviser will, on behalf of the Fund, at times compete with certain of its affiliates, including other
entities it manages, for investments for the Fund, subjecting the Adviser to certain conflicts of interest
in evaluating the suitability of investment opportunities and making or recommending acquisitions on
the Fund’s behalf. The Adviser will receive advisory and other fees from the other entities it manages,
and due to fee-offset provisions contained in the management agreements for such entities, the fees, at
times, will not be proportionate to such entities’ investment accounts for any given transaction and the
Adviser will have an incentive to favor entities from which it receives higher fees.

The Adviser’s allocation policy is designed to fairly and equitably distribute investment opportunities
over time and in accordance with the Order, if required, among funds or pools of capital managed by
the Adviser, which may include proprietary accounts, including investment or co-investment vehicles
established for personnel of KKR or its affiliates. The Adviser’s allocation policy provides that once an
investment has been approved it will be allocated to the funds or other pools of capital that have
investment strategies suitable for such investment opportunity. If an investment opportunity is suitable
for more than one fund or pool of capital, each suitable fund or pool of capital will receive a share of
the investment based on its desired hold amount. Determinations as to desired hold amounts are based
on such factors as: investment objectives and focus, target investment sizes, available capital, the
timing of capital inflows and outflows and anticipated capital commitments and subscriptions, liquidity
profile, applicable concentration limits and other investment restrictions, mandatory minimum
investment rights and other contractual obligations applicable to participating funds and pools of
capital, portfolio diversification, tax efficiencies and potential adverse tax consequences, regulatory
restrictions applicable to participating funds and pools of capital, policies and restrictions (including
internal policies and procedures) applicable to the participating funds and pools of capital, the
avoidance of odd-lots or cases where a pro rata or other defined allocation methodology would result in
a de minimis allocation to any participating funds and pools of capital, the potential dilutive effect of a
new position, the overall risk profile, targeted leverage levels and targeted return of a portfolio, and the
potential return available from a debt investment as compared to an equity investment. The outcome of
this determination will result in the allocation of all, some or none of an investment opportunity to the
Fund, subject to any applicable requirements of the Order. In addition, subject to applicable law,
affiliates of the Adviser will, from time to time, invest in one of the Fund’s portfolio investments and
hold a different class of securities than the Fund. To the extent that an affiliate of the Adviser holds a
different class of securities than the Fund, its interests might not be aligned with the Fund’s.
Notwithstanding the foregoing, the Adviser will act in the best interest of the Fund in accordance with
its fiduciary duty to the Fund. Additionally, certain investment opportunities that may be appropriate
for us may be allocated to other existing or future funds, investment vehicles and accounts managed by
KKR and its affiliates, subject to any applicable requirements of the Order. Currently, KKR manages
funds that invest in “core+” real estate in the United States, Europe and Asia (which are generally
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substantially stabilized assets generating relatively stable cash flow), with a focus on multifamily
housing, build-to-rent properties, industrial properties, prime single tenant offices in innovation
markets, senior housing and student housing (together with future accounts with similar investment
strategies, the “Private Core+ Accounts”). KKR expects that there could be overlap of investment
opportunities for the Fund and the Private Core+ Accounts. To the extent a potential investment
satisfies the investment objectives, targets and restrictions of us and the Private Core+ Accounts on the
same terms, including at the lower leverage targeted by the Private Core+ Accounts, such investment
will be allocated in accordance with KKR’s prevailing policies and procedures described above,
subject to any applicable requirements of the Investment Company Act and the Order. Such policies
and procedures generally provide that negotiated investment opportunities in the United States that are
deemed suitable for KREST and the Private Core+ Accounts will be shared in accordance with the
allocation factors described above and in compliance with the conditions of the Order, while negotiated
opportunities in Europe and Asia that are deemed suitable for KREST and the Private Core+ Accounts
will be allocated between KREST and the Private Core+ Accounts on a rotational basis, while not
precluding occasional participation by KREST alongside Private Core+ Accounts in opportunities in
Europe or Asia, as applicable, subject and pursuant to the conditions of the Order. KKR also manages
KKR Real Estate Finance Trust Inc. and other investment vehicles and accounts, which invest in loans
collateralized by commercial real estate (the “RE Credit Accounts”). KKR believes it is likely that
there will be a limited overlap of investment opportunities for the Fund and the RE Credit Accounts
because the Fund’s focus on private mezzanine and preferred equity debt interests as compared to the
RE Credit Accounts’ investment focus on transitional whole loans. To the extent an investment
satisfies the investment objectives of the Fund and the RE Credit Accounts on the same terms, such
investment will be allocated in accordance with KKR’s prevailing policies and procedures described
above, subject to any applicable requirements of the Investment Company Act and the Order. KKR
also manages KKR Opportunistic Real Estate Credit, KKR Real Estate Stabilized Credit Partners L.P.
and other vehicles and accounts, which invest in the risk retention securities of commercial mortgage
securitizations along with other CMBS securities senior to risk retention tranches in commercial
mortgage securitizations secured by institutional quality real estate assets (the “Risk Retention
Accounts”). KKR expects there could be overlap of investment opportunities for the Fund and the Risk
Retention Accounts for a limited subset of available investments opportunities. To the extent an
investment satisfies the investment objectives of the Fund and the Risk Retention Accounts on the
same terms, such investment will be allocated in accordance with KKR’s prevailing policies and
procedures described above, which in some cases may grant a preferential allocation to the Risk
Retention Accounts, subject to any applicable requirements of the Investment Company Act, the Order,
and SEC staff interpretive guidance.

The appropriate allocation among the Fund and other KKR funds and accounts of expenses and fees
generated in the course of evaluating and making investments often will not be clear, especially where
more than one KKR fund or account participates. The Adviser will determine, in its sole discretion, the
appropriate allocation of investment-related expenses, including broken deal expenses incurred in
respect of unconsummated investments and expenses more generally relating to a particular investment
strategy, among the funds and accounts participating or that would have participated in such
investments or that otherwise participate in the relevant investment strategy, as applicable, which could
result in the Fund bearing more or less of these expenses than other participants or potential
participants in the relevant investments.

Any expenses that may be incurred by the Fund for actual investments as described herein may also be
incurred by the Fund with respect to broken deals (i.e., investments that are not consummated). The
Adbviser is not required to and in most circumstances will not seek reimbursement of broken deal
expenses (i.e., expenses incurred in pursuit of an investment that is not consummated) from third
parties, including counterparties to the potential transaction or potential co-investors. Examples of such
broken deal expenses include, but are not limited to, reverse termination fees, extraordinary expenses
such as litigation costs and judgments, travel and entertainment expenses incurred, costs of negotiating

92



co-investment documentation, and legal, accounting, tax and other due diligence and pursuit costs and
expenses. In such cases, the Fund’s shares of expenses would increase. In the event broken deal
expenses are allocated to another KKR fund or a co-investment vehicle, the Adviser may advance such
fees and expenses without charging interest until paid by the other KKR fund or co-investment vehicle,
as applicable.

The compensation payable by the Fund to the Adviser will be approved by the Board consistent with
the exercise of the requisite standard of care applicable to directors under state law and the Investment
Company Act. Such compensation is payable, in most cases, regardless of the quality of the assets
acquired, the services provided to the Fund or whether the Fund makes distributions to stockholders.

The Adviser and its affiliates will, at times, provide a broad range of financial services to companies in
which the Fund invests, in compliance with applicable law, and will generally be paid fees for such
services. In addition, from time to time, to the extent consistent with the Investment Company Act,
affiliates of the Adviser could act as an underwriter or placement agent in connection with an offering
of securities by one of the companies in the Fund’s portfolio or in connection with the arrangement of
debt financing for real properties held by real estate operating companies in the Fund’s portfolio. Any
compensation received by the Adviser and its affiliates for providing these services will not be shared
with the Fund and could be received before the Fund realizes a return on its investment. The Adviser
will face conflicts of interest with respect to services performed for these companies, on the one hand,
and investments recommended to the Fund, on the other hand.

From time to time, to the extent consistent with the Investment Company Act, affiliates of the Adviser
could act as a lender to the Fund or one of the investments in the Fund’s portfolio pursuant to an
unsecured line of credit. KKR may face conflicts of interest in connection with any borrowings or
disputes under any similar line of credit that it may enter in the future.

KKR engages in a broad range of business activities and invests in portfolio companies and other
issuers whose operations could be substantially similar to the issuers of the Fund’s portfolio
investments. The performance and operation of such competing businesses could conflict with and
adversely affect the performance and operation of the issuers of the Fund’s portfolio investments and
could adversely affect the prices and availability of business opportunities or transactions available to
these issuers.

The Fund will bear all other costs and expenses of its operations, administration and transactions. An
affiliate of the Adviser serves as the Administrator and will provide, or oversee the performance of,
administrative and compliance services for the Fund. From time to time, the Adviser will be required to
decide whether costs and expenses are to be borne by the Fund, on the one hand, or the Adviser or the
Administrator, on the other, and/or whether certain costs and expenses should be allocated between or
among the Fund, on the one hand, and other funds, investment vehicles and accounts managed by the
Adviser or its affiliates, on the other hand. The Adviser and Administrator will make all such expense
allocation judgments in its fair and reasonable discretion and subject to the oversight of the Board,
however, the Adviser and the Administrator will face conflicts of interest in making these
determinations.

Affiliates of the Adviser (including portfolio companies owned by funds managed by the Adviser and
its affiliates) do and continue to, at times, provide property management or other services with respect
to properties in which the Fund invests, in compliance with applicable law, and are and will generally
be paid fees for such services. Any compensation received by the Adviser’s affiliates for providing
these services will be directly or indirectly borne by the Fund. Although any such arrangements will be
subject to the requirements of applicable law, including guidance under the Investment Company Act,
and must be approved by our independent directors, the Adviser will face conflicts of interest with
respect to recommending the engagement of these service providers by the Fund.

From time to time, to the extent consistent with the Investment Company Act and the rules and
regulations promulgated thereunder, and in accordance with the Order, if required, the Fund and other
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clients for which the Adviser or its affiliates provides investment management services or carries on
investment activities (including, among others, clients that are employee benefit plans subject to the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”) and related regulations)
will make investments at different levels of an investment entity’s capital structure or otherwise in
different classes of an issuer’s securities. These investments inherently give rise to conflicts of interest
or perceived conflicts of interest between or among the various classes of securities held by the Fund
and such other clients, including in the case of financial distress of the investment entity.

KKR and the Adviser sponsor and advise, and expect in the future to sponsor and advise, a broad range
of investment funds, vehicles and other accounts, including proprietary vehicles, that make investments
worldwide. KKR will, from time to time, also make investments for its own account, including, for
example, through investment and co-investment vehicles established for KKR personnel and
associates. The Adviser and its affiliates are not restricted from forming additional investment funds,
from entering into other investment advisory relationships (including, among others, relationships with
clients that are employee benefit plans subject to ERISA and related regulations) or from engaging in
other business activities, even to the extent such activities are in competition with the Fund and/or
involve substantial time and resources of the Adviser. For example, the Adviser could invest, on behalf
of an affiliated fund, in a company that is a competitor of one of the Fund’s portfolio investments or
that is a service provider, supplier, customer or other counterparty with respect to one of the Fund’s
portfolio investments. In providing advice and recommendations to, or with respect to, such
investments and in dealing in such investments on behalf of such other affiliated fund, to the extent
permitted by law, the Adviser or its affiliates will not take into consideration the interests of the Fund
and its portfolio investments and issuers thereof. Accordingly, such advice, recommendations and
dealings will result in conflicts of interest for the Adviser. In addition, the Adviser’s ability to
effectively implement the Fund’s investment strategies will be limited to the extent that contractual
obligations relating to these permitted activities restrict the Adviser’s ability to engage in transactions
that it would otherwise be interested in pursuing. Affiliates of the Adviser, whose primary business
includes the origination of investments, engage in investment advisory business with accounts that
compete with the Fund.

The Adviser and its affiliates will, from time to time, give advice and recommend securities to other
clients that differ from, or is contrary to, advice given to or securities recommended or bought for the
Fund even though their investment objectives are similar to the Fund’s.

To the extent not restricted by confidentiality requirements or applicable law, the Adviser will, from
time to time, apply experience and information gained in providing services to the Fund’s portfolio
investments in providing services to competing companies invested in by affiliates’ other clients, which
could have adverse consequences for the Fund or its portfolio investments. In addition, in providing
services in respect of such portfolio investments and other issuers of portfolio investments, the Adviser
or its affiliates will, from time to time, come into possession of information that it is prohibited from
acting on (including on behalf of the Fund) or disclosing as a result of applicable confidentiality
requirements or applicable law, even though such action or disclosure would be in the interests of the
Fund.

As a registered investment company, the Fund will be limited in its ability to invest in any investment
in which the Adviser or its affiliates’ other clients have an investment. The Fund will also be limited in
its ability to co-invest with the Adviser or one or more of its affiliates. Some of these co-investments
may only be made pursuant to the Order.

The Fund depends to a significant extent on the Adviser’s access to the investment professionals and
senior management of KKR and the information and deal flow generated by the KKR investment
professionals and senior management during the normal course of their investment and portfolio
management activities. The senior management and the investment professionals of the Adviser source,
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evaluate, analyze and monitor the Fund’s investments. The Fund’s future success will depend on the
continued service of the senior management team and investment professionals of the Adviser.

The Adviser’s relationship with other advisory clients and with KKR could create a conflict of interest
to the extent the Adviser becomes aware of inside information concerning investments or potential
investment targets. KKR has adopted information-sharing policies and procedures which address both
(1) the handling of confidential information and (ii) the information barrier that exists between the
public and private sides of KKR. KKR has compliance functions to administer KKR’s information-
sharing policies and procedures and monitor potential conflicts of interest. The Fund cannot assure its
investors, however, that these procedures and practices will be effective. Although the Fund plans to
leverage KKR’s firm-wide resources to help source, conduct due diligence on, structure, syndicate and
create value for the Fund’s investments (to the extent permitted by applicable law), KKR’s
information-sharing policies and procedures referenced above, as well as certain legal, contractual and
tax constraints, could significantly limit KKR’s ability to do so. For example, from time to time KKR’s
personnel will be in possession of material non-public information with respect to the Fund’s
investments or potential investments, and as a result, such professionals will be restricted by KKR’s
information-sharing policies or by law or contract, from sharing such information with the KKR
professionals responsible for making the Fund’s investment decisions, even where the disclosure of
such information would be in the best interest of the Fund or would otherwise influence the decisions
taken by such investment professionals with respect to such investment or potential investment. In
addition, this conflict and these procedures and practices could limit the freedom of the Adviser to
enter into or exit from potentially profitable investments for the Fund which could have an adverse
effect on the Fund’s results of operations. Conversely, the Adviser could pursue investments for the
Fund without obtaining access to confidential information otherwise in its or KKR’s possession, which
information, if reviewed, might otherwise impact the Adviser’s judgment with respect to such
investments. Accordingly, as a result of such restrictions, the investment activities of KKR’s other
businesses will differ from, or be inconsistent with, the interests of and activities that are undertaken
for the Fund and there can be no assurance that the Fund will be able to fully leverage all of the
available resources and industry expertise of KKR’s other businesses. Additionally, there will be
circumstances in which one or more individuals associated with the Adviser will be precluded from
providing services to the Fund because of certain confidential information available to those
individuals or to other parts of KKR.

The nature of the Adviser’s businesses and the participation by its employees in creditors’ committees,
steering committees or boards of directors of portfolio companies will, from time to time, result in the
Adviser receiving material non-public information from time to time with respect to publicly held
companies or otherwise becoming an “insider” with respect to such companies. With limited
exceptions, KKR does not establish information barriers between its internal investment teams. Trading
by KKR on the basis of such information, or improperly disclosing such information, could be
restricted pursuant to applicable law and/or internal policies and procedures adopted by KKR to
promote compliance with applicable law. Accordingly, the possession of “inside information” or
“insider” status with respect to such an issuer by KKR or KKR personnel could, including where an
appropriate information barrier does not exist between the relevant investment professionals or has
been “crossed” by such professionals, significantly restrict the ability of the Adviser to deal in the
securities of that issuer on behalf of the Fund, which could adversely impact the Fund, including by
preventing the execution of an otherwise advisable purchase or sale transaction in a particular security
until such information ceases to be regarded as material non-public information, which could have an
adverse effect on the overall performance of such investment. In addition, affiliates of KKR in
possession of such information could be prevented from disclosing such information to the Adviser,
even where the disclosure of such information would be in the interests of the Fund. From time to time,
the Adviser will also be subject to contractual “stand-still” obligations and/or confidentiality
obligations that restrict its ability to trade in certain securities on behalf of the Fund. In certain
circumstances, the Fund or the Adviser will engage an independent agent to dispose of securities of
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issuers in which KKR could be deemed to have material non-public information on behalf of the Fund.
Such independent agent could dispose of the relevant securities for a price that is lower than the
Adviser’s valuation of such securities which could take into account the material non-public
information known to KKR in respect of the relevant issuer.

The Adviser could develop new businesses such as providing investment banking, advisory and other
services to corporations, financial sponsors, management or other persons. Such services could relate to
transactions that could give rise to investment opportunities that are suitable for the Fund. In such case,
the Adviser’s client would typically require the Adviser to act exclusively on its behalf, thereby
precluding the Fund from participating in such investment opportunities. The Adviser would not be
obligated to decline any such engagements in order to make an investment opportunity available to the
Fund. In addition, the Adviser could come into the possession of information through these new
businesses that limits the Fund’s ability to engage in potential transactions.

The Investment Company Act limits the Fund’s ability to invest in, or hold securities of, companies
that are controlled by funds managed by KKR. Any such investments could create conflicts of interest
between the Fund, the Adviser and KKR. The Adviser will also have, or enter into, advisory
relationships with other advisory clients (including, among others, employee benefit plans subject to
ERISA and related regulations) that could lead to circumstances in which a conflict of interest between
the Adviser’s advisory clients could exist or develop. In addition, to the extent that another client of the
Adviser or KKR holds a different class of securities than the Fund, the interest of such client and the
Fund might not be aligned. As a result of these conflicts and restrictions, the Adviser could be unable
to implement the Fund’s investment strategies as effectively as it could have in the absence of such
conflicts or restrictions. In order to avoid these conflicts and restrictions, the Adviser could choose to
exit these investments prematurely and, as a result, the Fund would forgo any future positive returns
associated with such investments.

Certain other KKR client accounts or proprietary accounts have investment objectives, programs,
strategies and positions that are similar to, or conflict with, those of the Fund, or compete with, or have
interests adverse to, the Fund. This type of conflict could affect the prices and availability of the assets
in which the Fund invests. KKR will, from time to time, give advice or take action with respect to the
investments held by, and transactions of, other KKR client accounts or proprietary accounts that could
be different from or otherwise inconsistent with the advice given or timing or nature of any action
taken with respect to the investments held by, and timing or nature of any action taken with respect to
the investments held by, and transactions of, the Fund. Such different advice and/or inconsistent actions
could be due to a variety of reasons, including, without limitation, the differences between the
investment objective, program, strategy and tax treatment of the other KKR client accounts or
proprietary accounts and the Fund or the regulatory status of other KKR client accounts and any related
restrictions or obligations imposed on KKR as a fiduciary thereof. Such advice and actions could
adversely impact the Fund.

The Investment Company Act prohibits the Fund from participating in certain transactions with certain
of its affiliates including an Adviser-affiliated broker-dealer. The Fund generally is prohibited, for
example, from buying or selling any security or other property from or to another client of the Adviser
or of KKR. The Investment Company Act also prohibits certain “joint” transactions with certain of the
Fund’s affiliates, which in certain circumstances could include investments in the same portfolio
investment (whether at the same or different times to the extent the transaction involves jointness) or
transactions in which a broker-dealer affiliated with the Adviser participates as principal with the Fund.
If a person acquires more than 25% of the Fund’s voting securities, the Fund will generally be
prohibited from buying or selling any security from or to such person or certain of that person’s
affiliates, or entering into prohibited joint transactions with such persons. Similar restrictions limit the
Fund’s ability to transact business with its officers or directors or their affiliates. The SEC has
interpreted the Investment Company Act rules governing transactions with affiliates to prohibit certain
“joint transactions” involving entities that share a common investment adviser. As a result of these
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restrictions, the scope of investment opportunities that would otherwise be available to the Fund will be
limited. These investment opportunities will generally be made available to other funds, vehicles and
accounts advised by the Adviser that are not subject to similar restrictions under the Investment
Company Act.

From time to time, the Fund, KKR or its affiliates will recruit an existing or newly formed management
team to pursue a new “platform” opportunity expected to lead to the formation of a future portfolio
entity. In other cases, the Fund, KKR or its affiliates could form a new portfolio entity and recruit an
existing or newly formed management team to build the portfolio entity through acquisitions and
organic growth. Finally, in order to augment the Fund team’s capabilities and diligence techniques and,
in some instances, operate or service the Fund’s investments, KKR could partner with, including
through joint ventures or by making investments in, high-quality operators with significant expertise
and the requisite skills to operate or service the Fund’s assets. The structure of each platform portfolio
entity and the engagement of each operating partner will vary, including in respect of whether a
management or operating team’s services are exclusive to the platform and whether members of the
management or operating team are employed directly by such platform or indirectly through a separate
management company established to manage such platform, and such structures are subject to change
throughout an investment’s hold period, for example, in connection with potential restructurings,
refinancings and/or dispositions. To the extent permitted under the Investment Company Act, the Fund
would bear the expenses of the management team and/or portfolio entity, as the case may be, including,
for example, any overhead expenses, employee compensation, diligence expenses or other expenses in
connection with backing the management team and/or the build out of the platform entity. With respect
to operating partners, KKR will generally retain, or otherwise enter into a joint venture arrangement
with, such operating partner on an ongoing basis through a consulting or joint venture arrangement
involving the payment of annual retainer fees. The Fund’s real estate operating companies have made,
and the Fund and its real estate operating companies may in the future make, loans to partners in such
joint venture arrangements, including vehicles owned by employees of affiliated property managers. In
connection with Fund financings and property level debt placements for certain of the Fund’s real
estate ventures, the Distributor provides debt arrangement services. In the year ended December 31,
2025, the Distributor received aggregate fees of $802,941, for debt arrangement services. Further, such
operating partner will typically receive success fees, performance-based compensation and other
compensation for assistance provided by such operators in sourcing and diligencing investments for the
Fund and other funds, investment vehicles and accounts managed by KKR. Such annual retainer fees,
success fees, performance-based compensation and the other costs of retaining such operating partners
would ordinarily be borne directly by the Fund as Fund expenses.

Certain of the Fund’s unconsolidated subsidiaries utilize KKR affiliates for property management and/
or asset management services to the assets owned by such subsidiaries. For their services, such
affiliates receive market based compensation on an arms’ length basis. The AIP Manager, an industrial
property operating platform owned by another KKR-managed fund, provides property management
and asset management services to the industrial assets owned by the Fund’s unconsolidated
subsidiaries. The property management and asset management fees paid to the AIP Manager by the
Fund’s unconsolidated subsidiaries totaled $1,285,706 for the year ended December 31, 2025.

Drawbridge is a vertically integrated platform that manages high quality net lease office assets across
the United States and provides property management services to the Fund’s unconsolidated subsidiaries
for prime single tenant properties. KKR has a majority ownership interest in Drawbridge and
Drawbridge is controlled by a board of managers comprised of two KKR members, who are also on the
Board, and two non-KKR members. The property management fees paid to Drawbridge by the Fund’s
unconsolidated subsidiaries totaled $806,191 for the year ended December 31, 2025.

KKR has established a platform, My Community Homes (“MCH?”), to provide certain management
services to permit the institutional ownership of SFR homes which the Fund engages. MCH is a
platform owned by another KKR-managed fund that was established to non-exclusively support the
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accumulation and management SFR homes on behalf of KKR-affiliated accounts, including the Fund’s
unconsolidated subsidiaries. To ensure the equitable allocation of SFR investment opportunities among
KKR funds and accounts, KKR has adopted a rotational investment allocation policy where each
investor or group of investors will generally accumulate the optimal value of homes to permit the
execution of a securitization before the rotation to the next KKR investor in sequence. MCH does not
charge fees to the KKR funds and accounts it manages homes on behalf of, and instead allocates a
pro-rata share of its actual costs to platform users to achieve a break-even bottom line. Expenses are
allocated between the applicable accounts based on homes under management, homes acquired in a
given period, or other reasonable methods. The expenses allocated to the Fund’s unconsolidated
subsidiaries totaled $2,206,719 for the year ended December 31, 2025.

KKR also formed Strategic Lease Partners (“SLP”) in 2021 as a platform for specific KKR real estate
and credit funds to aggregate a diversified portfolio of net lease investments. The SLP platform targets
a relatively broad range of properties across (i) manufacturing/food production, (ii) warehouse/
logistics, (iii) specialized (lab, R&D, hybrid) and (iv) long-term office. It is contemplated that SLP
could be engaged as the property manager for future long-leased industrial/manufacturing properties
where relevant on the same market terms as the Fund currently engages the AIP Manager, discussed
above. For the year ended December 31, 2025, the Fund did not incur a fee.

Global Atlantic (“GA”) is a U.S. retirement and life insurance company, with a broad range of
investment products and access to a network of financial advisers and independent broker-dealers. GA
is wholly-owned by KKR, and operates as a KKR subsidiary and standalone business. Global Atlantic
Distributors, LLC, a subsidiary of GA, serves as a sub-distributor of the Fund and provides wholesaling
distribution services for the Fund in the independent broker-dealer channel. For the year ended
December 31, 2025, the Fund incurred $19,890 for these services.

Sentio Investments, LLC (“Sentio”) is a vertically integrated platform owned by another
KKR-managed fund that manages a national portfolio of senior housing communities. Sentio has been
engaged to serve as property manager for certain senior housing investments by the Fund. During the
year ended December 31, 2025, the Fund incurred a fee of $8,430 for these services.

K-STAR Asset Management (“K-STAR?) is a real estate credit asset management and special
servicing platform. K-STAR has been engaged to serve as special servicer of certain CMBS trusts
where the Fund is the directing certificate holder, and has been appointed by the Fund to carry out the
operational aspects of certain directly originated loans held by KREST. During the year ended
December 31, 2025, the Fund incurred a fee of $250 for these services.

KKR created Elevate, a platform setup under University Partners in 2024. Elevate is an operationally-
focused asset management platform, which KKR expects to create immediate value across the Fund’s
portfolio. Elevate’s capabilities are designed to provide maximum, cost efficient leverage at the most
impactful points of inefficiency or within operational areas in which KKR has experienced the least
amount of consistency from third-party operations. The capabilities are primarily operationally focused
by design in an effort to drive value at the asset level and be complimentary rather than redundant to
the skill set within KKR asset management. It is contemplated that Elevate will seek reimbursement for
such services a portion of which may be directly or indirectly borne on KREST on arm’s length terms
to be approved by the Board. For the year ended December 31, 2025, the Fund did not incur a fee.

K-Star EMEA is a special servicer for commercial mortgage loans originated in Europe. K-Star EMEA
provides services to replace external servicers in provision of certain activities and to provide oversight
of Primary Servicing Activities performed by Primary Servicers. K-Star EMEA will provide many
value-add services to KKR Lenders (including KREST) previously provided by KKR. It is
contemplated that K-Star EMEA will seek reimbursement for such services a portion of which may be
directly or indirectly borne on KREST on arm’s length terms to be approved by the Board. For the year
ended December 31, 2025, the Fund did not incur a fee.
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» Stockholders of the Fund are based in a wide variety of jurisdictions and take a wide variety of forms.
Accordingly, they could have conflicting regulatory, legal, investment, tax and other interests with
respect to their investments in the Fund. The conflicting interests of individual stockholders relate to or
arise from, among other things, the nature of investments made by the Fund, the selection, structuring,
acquisition and management of investments, the timing of disposition of investments, internal
investment policies of the stockholders and their target risk/return profiles. As a consequence, conflicts
of interest could arise in connection with decisions made by the Adviser, including with respect to the
nature or structuring of investments, which could be more beneficial for one stockholder than for
another stockholder, especially with respect to stockholders’ individual tax situations. In addition, the
Fund could make investments that have a negative impact on related investments made by the Fund in
separate transactions. In selecting and structuring investments appropriate for the Fund, the Adviser
will consider the investment and tax objectives of the Fund and its stockholders as a whole, not the
investment, tax or other objectives of any stockholder individually.

Each of the Adviser and the other investment advisers and/or investment managers affiliated with KKR will
deal with conflicts of interest using its best judgment, but in its sole discretion. When conflicts arise between the
Fund and another affiliated fund, the Adviser will represent the interests of the Fund and the other participating
affiliated adviser will represent the interests of the affiliated fund it sponsors, manages or advises. In resolving
conflicts, the Adviser and the other affiliated advisers will consider various factors, including applicable
restrictions under the Investment Company Act, the interests of the funds and accounts they advise in the context
of both the immediate issue at hand and the longer term course of dealing among the Fund and the other affiliated
fund. As with all conflicts involving the Fund, the Adviser’s determination as to which factors are relevant and
the resolution of such conflicts will be made in the Adviser’s sole discretion except as required by the Investment
Company Act or by the governing documents of the Fund. Although the Adviser has established procedures and
policies addressing conflicts of interest, there can be no assurance that the Adviser will be able to resolve all
conflicts in a manner that is favorable to the Fund.
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MANAGEMENT OF THE FUND

Board of Directors

The responsibilities of the Board include, among other things, the oversight of the Adviser’s investment
activities, financing arrangements, and role as “valuation designee,” and corporate governance activities. The
Board currently has an audit committee and a nominating committee and may establish additional committees
from time to time as necessary. As is the case with virtually all registered investment companies, the Fund’s
service providers, primarily the Adviser and its affiliates, have responsibility for the Fund’s day-to-day
management, subject to the investment objectives, restrictions and policies of the Fund and to the general
oversight of the Board.

The Board is currently comprised of seven directors. A majority of the directors are not “interested persons”
of the Fund (as defined in the Investment Company Act). The name and business address of the directors and
officers of the Fund and their principal occupations and other affiliations during the past five years are set forth
under “Management of the Fund” in the SAI.

Adviser

KKR Registered Advisor LLC serves as the Fund’s registered investment adviser, subject to the ultimate
oversight of, and any policies established by, the Board, pursuant to the terms of the Advisory Agreement. Under
the terms of the Advisory Agreement, the Adviser allocates the Fund’s assets in accordance with the Fund’s
investment objectives. The Adviser may reallocate the Fund’s assets subject to the ultimate oversight of, and any
policies established by, the Board. The Adviser has also been designated by the Board as the “valuation
designee” pursuant to Rule 2a-5 and, pursuant to the policies adopted by the Board, is responsible for making fair
value determinations, evaluating the effectiveness of the Fund’s valuation policies and coordinating with the
Independent Valuation Advisor, overseeing the calculation of the NAV per share for each class of shares and
reporting to the Board and the Valuation Committee of the Board.

The Adviser is a subsidiary of our sponsor, Kohlberg Kravis Roberts & Co. L.P. KKR is a leading global
investment firm that manages multiple alternative asset classes, including private equity, energy, infrastructure,
real estate and credit. The Adviser is located at 30 Hudson Yards, New York, NY 10001, and its telephone
number is (212) 750-8300.

KKR founded KKR Real Estate in 2011 believing that a dedicated real estate team with access to KKR’s
global investment platform, and the support of the KKR balance sheet capital, could create differentiated deal
flow and generate compelling risk-adjusted returns for investors. The primary mandate of KKR Real Estate is to
leverage the KKR brand, relationships, industry expertise, proprietary knowledge and relationships of the firm
and the real estate expertise of the team to identify opportunities where KKR Real Estate can seek to create
differentiated risk-adjusted returns for its investors. As of December 31, 2025, KKR Real Estate has
approximately 130 dedicated investment and asset management professionals. As of December 31, 2025, KKR
Real Estate owned and lent on approximately $262 billion of real estate assets across all property types, including
residential, industrial, office, and select specialty sectors.’

About KKR

KKR operates with a single culture that rewards investment discipline, creativity, determination and
patience and the sharing of information, resources, expertise and best practices across offices and asset classes,
subject to well-defined information sharing policies and compliance procedures. Its investment professionals
provide access to an established platform for evaluating investments, managing risk and focusing on
opportunities that seek to generate attractive returns with appropriate levels of risk. This platform allows for

5 Represents current gross asset value across all KKR real estate transactions.
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intensive due diligence to filter investment opportunities and help select investments that offer the most favorable
risk/reward characteristics. Because KKR believes that deep industry knowledge is integral to sourcing deals and
creating value for investors, KKR’s investment professionals are organized in industry-specific teams. These
teams conduct their own primary research, develop views on industry themes and trends and proactively work to
identify companies in which to invest, often on an exclusive basis. KKR believes the industry-specific team
approach allows investment teams to become experts within their sectors and build strong relationships with
companies needing capital, while covering the full corporate credit space.

Founded in 1976, KKR is a leading global investment firm with 36 offices and approximately 4,600 people,
including over 800 investment professionals.’ It operates an integrated global platform for sourcing and
executing investments across multiple industries, asset classes and geographies. KKR is a long-term fundamental
investor focused on producing attractive risk-adjusted returns for its clients. As of December 31, 2025, KKR had
approximately $744 billion in assets under management.

Investment Management Team¢

The Fund is positioned, under the management of the Adviser, to take advantage of the full resources of
KKR’s global network. The Fund will benefit from a deep and seasoned team of approximately 130 dedicated
investment and asset management professionals with a leadership team that has worked together for over 10
years. The Adviser believes the Fund will continue to benefit from KKR Real Estate’s existing relationships,
sourcing channels, market knowledge, and operating expertise.

Set forth below is information regarding the team of senior KKR Real Estate investment professionals who
are primarily responsible for the day-to-day management of the Fund. In pursuing the Fund’s investment
objectives and strategy, the Fund is expected to benefit from the experience, relationships and operational
capabilities that KKR has developed over four decades of investing to provide what KKR views as the
cornerstone of KKR Real Estate’s competitive advantage in investing. This firm-wide integration is core to
KKR’s real estate investment strategy and KKR believes it provides the opportunity for differentiated insights
and access to deal flow relative to many standalone real estate investors. The investment professionals who have
day-to-day responsibility for the Fund are members of KKR’s Real Estate Investment Committees, which
includes three regional committees in the Americas, Europe and Asia, and consists of KKR’s senior leadership.

Ralph Rosenberg — Chairman of KKR Real Assets. Ralph Rosenberg (New York) joined KKR in 2011 and
became Chairman of Real Assets in 2025. Prior to that, he was a Partner and the Global Head of KKR’s Real
Estate Platform. Mr. Rosenberg is Chairman of the Board of Directors of KKR Real Estate Finance Trust Inc.,
Chairman of the Board of Directors of KKR Real Estate Select Trust, and a member of the Board of Directors of
KKR Realty Japan Management. Prior to joining KKR, he was a partner at Eton Park Capital Management and
managed his own firm, R6 Capital Management, which later merged into Eton Park. Previously, Mr. Rosenberg
was a partner at Goldman Sachs. Mr. Rosenberg is a Governor of the Urban Land Institute Foundation, and
serves on the Brown University Investment Committee and the Investment Committee of the Urban Land
Institute. He is a former global and U.S. Trustee of the Urban Land Institute, former chair of the Board of
Directors of the Pension Real Estate Association (PREA) and a former member of the Board of Directors of the
PREA Foundation. He is an Emeriti Member of the Brown University Corporation and is an Honorary Trustee of
the Francis W. Parker School in Chicago, Illinois. He is also a former trustee of the Stanford Graduate School of
Business Trust and a former trustee and former vice-chair of the Board of Directors of the Masters School in
Dobbs Ferry, New York. Mr. Rosenberg holds an undergraduate degree from Brown University, where he
graduated magna cum laude, and holds an M.B.A from the Stanford Graduate School of Business.

Chris Lee — President of KKR Real Estate. Chris Lee (New York) joined KKR in 2012 and is President of
KKR'’s global real estate business. Mr. Lee also serves as Portfolio Manager for KKR Property Partners

6 As of December 31, 2025.
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Americas. He is currently Vice Chairman of the Board of Directors of KKR Real Estate Finance Trust Inc.
(NYSE: KREF) where he previously served as Co-Chief Executive Officer and Co-President since October 2015
and March 2016, respectively, through March 2020. Mr. Lee sits on KKR’s Operating Committee, KKR’s Real
Estate Equity and Credit Investment Committees in the Americas, KKR’s Real Estate Equity and Credit Portfolio
Management Committees in the Americas, KKR’s ESG Committee, KKR’s Global Inclusion and Diversity
Council, co-chairs KKR’s Americas Inclusion and Diversity Council and chairs KKR’s Real Estate Valuation
Committee. Previously, he served as Head of Real Estate in the Americas, overseeing both equity and credit
investing platforms in the region. Prior to joining KKR, he spent three years at Apollo Global Management on
their global real estate team where he focused on real estate acquisitions. Mr. Lee also worked at Goldman Sachs
in the merchant banking division’s real estate principal investment area (REPIA) for over five years after
spending two years in the investment banking division. He earned his MBA from Harvard Business School and
his Bachelor’s degree in Economics from Emory University. Mr. Lee currently serves as a trustee of St. Mark’s
School of Texas in Dallas, Texas, as a member of the Board of Directors of Sponsors for Educational
Opportunity (SEO) in New York, New York, as a member of the Board of Directors of the PREA Foundation in
Hartford, Connecticut, as a trustee of Collegiate School in New York, New York and as a member of the Dean’s
Advisory Council for Emory College of Arts and Sciences in Atlanta, Georgia. He is a member of the CRE
Finance Council, Pension Real Estate Association, Real Estate Capital Policy Advisory Committee for the Real
Estate Roundtable, Real Estate Executive Council, Manhattan Chapter of YPO and Urban Land Institute where
he sits on one of its Urban Development and Mixed-Use Councils.

Justin Pattner — Head of KKR Real Estate Equity Americas. Justin Pattner (San Francisco) joined KKR in
2011 to help found the Global Real Estate business. He is a Partner of the firm and is responsible for KKR’s Real
Estate Private Equity business in the Americas, overseeing all aspects of the business including investment
strategy, asset management and fundraising. Mr. Pattner sits on KKR’s Real Estate Equity and Credit Investment
Committees in the Americas and on KKR’s Real Estate Equity and Credit Portfolio Management Committees in
the Americas. Prior to joining KKR, Mr. Pattner was at Eton Park Capital Management where he focused on real
estate and real estate related opportunities. Prior to Eton Park, he worked at Lehman Brothers in the real estate
private equity group (LBREP) as well as at Lubert Adler Partners. Mr. Pattner graduated magna cum laude from
the University of Pennsylvania where he received a B.A. in Economics. Mr. Pattner sits on the Americas
Executive Committee of ULI and is member of the Executive Committee for the Fisher Center Policy Advisory
Board.

Roger Morales — Head of KKR Commercial Real Estate Acquisitions Americas. Roger Morales (New
York) joined KKR in 2011 as part of the founding team that formed KKR’s Real Estate Platform. He is the Head
of Commercial Real Estate Acquisitions in the Americas. He sits on KKR’s Real Estate Equity Investment
Committee in the Americas and Europe, Credit Investment Committee and Portfolio Management Committee in
the Americas. Prior to joining KKR, Mr. Morales worked with Eton Park Capital Management and with Vornado
Realty Trust where he focused on real estate and real estate related investment opportunities. Before attending
business school, he worked with JP Morgan Partners where he focused on middle market corporate private
equity, and with Goldman, Sachs & Co.’s leveraged finance group. He received a B.A. from the University of
Miami and an M.B.A. from Harvard Business School. Mr. Morales is a member of the Urban Land Institute and
is a member of one of its Industrial and Office Park Development Councils. He is also a member of the
University of Miami Real Estate Advisory Board. Mr. Morales is an alumnus and a former board member of
Sponsors for Educational Opportunities (SEO).

Matt Salem — Head of KKR Real Estate Credit. Matt Salem (New York) joined KKR in 2015 and is a
Partner and Head of Real Estate Credit. He also serves as Chief Executive Officer and Director on the Board of
KKR Real Estate Finance Trust Inc (NYSE: KREF) and Vice Chairman of KKR Real Estate Select Trust Inc.
(KREST). Mr. Salem sits on KKR’s Real Estate Investment Committees. Prior to joining KKR, Mr. Salem was a
managing director at Rialto Capital Management. Before joining Rialto in 2012, he was a managing director and
head of CMBS trading at Goldman Sachs. Before joining Goldman Sachs in 2006, Mr. Salem held positions at
Morgan Stanley and Citigroup Alternative Investments where he invested in mezzanine debt and other high yield
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CRE credit on behalf of the Travelers Insurance Companies. He began his career in 1996 at Midland Loan
Services in Kansas City. Mr. Salem has a B.A. in Economics from Bates College. He has served on the Board of
Governors of the Commercial Real Estate Finance Council and as Chair of the B-Piece Buyer Forum.

John Pattar — Head of KKR Real Estate Asia. John Pattar (Hong Kong) joined KKR in 2018 and is a
Partner and Head of KKR’s Real Estate business in Asia Pacific. He oversees all aspects of the firm’s Asia Real
Estate business including the investment strategy, asset management and fundraising of KKR’s Asia Real Estate
opportunistic fund series, as well as the firm’s Asia Core Plus Real Estate strategy. Mr. Pattar is a member of
KKR’s Asia Real Estate Investment Committee and KKR’s Asia Real Estate Portfolio Management Committee.
In addition to this, Mr. Pattar sits on the Board of Directors of KKR Japan Realty Management (KJRM), a
$14bnl REIT manager in Japan that manages about 200 properties across two listed J-REITs. Prior to joining
KKR, Mr. Pattar was the CEO of CLSA Real Estate since 2004. At CLSA, Mr. Pattar built a Pan-Asian real
estate platform for the firm. Mr. Pattar holds a Bachelor of Laws degree from King’s College London, University
of London (LLB) and is a Fellow of the Royal Institution of Chartered Surveyors (F.R.I.C.S.).

Julia Butler—Chief Executive Officer. Julia Butler (New York) joined KKR in 2017 and is a Managing
Director in Real Estate, as well as a Director, the Chief Executive Officer and President of KKR Real Estate
Select Trust Inc. Ms. Butler has more than two decades of real estate investing experience across both real estate
equity and credit. Prior to joining the KREST senior leadership team as Chief Investment Officer, Ms. Butler had
been actively involved in the growth of KKR’s Real Estate Credit business, including sourcing, underwriting,
and structuring real estate credit investment opportunities as well as capital formation. Prior to joining KKR,

Ms. Butler spent thirteen years at iStar where she was an executive vice president, responsible for sourcing,
negotiating and managing debt and equity investments in the U.S. and Europe. Prior to iStar, Ms. Butler worked
in the treasury department of The Walt Disney Company in Los Angeles, CA. She leads the Women’s Network
at KKR and is actively involved with several non-profits and currently serves on the Board of Directors for WIN
(Women in Need), NYC’s largest homeless organization for women and children. Ms. Butler is also a member of
several real estate organizations, including the Urban Land Institute where she serves as a national multifamily
council leader, the Commercial Real Estate Finance Council, and WX. Ms. Butler graduated cum laude from
Harvard College with a B.A. in Government.

The Fund’s SAI provides additional information about each portfolio manager’s compensation structure,
other accounts managed by the portfolio manager and the portfolio manager’s ownership of securities in the
Fund.

Investment Advisory Agreement

Pursuant to the Investment Advisory Agreement, the Adviser is entitled to receive from the Fund a base
management fee and an incentive fee.

The Management Fee is payable monthly in arrears at the annual rate of 1.25% of the average daily value of
the Fund’s net assets.

The Incentive Fee is payable quarterly in arrears in an amount equal to 12.5% of the Fund’s Portfolio
Operating Income for the immediately preceding quarter.

“Portfolio Operating Income” means (1) the Fund’s share of Net Operating Income from the Fund’s real
estate equity investments; plus (2) the Fund’s net investment income (or loss) from debt, preferred equity
investments and real estate-related securities; minus (3) the Fund’s expenses (excluding Incentive Fees and
distribution and servicing fees).

“Net Operating Income” means operating revenue net of operating expenses (inclusive of interest on
investment level debt) for the Fund’s operating entities that invest in real estate and excludes (i) gains or losses
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from sales of depreciable real property, (ii) impairment write-downs on depreciable real property, (iii) real estate-
related depreciation and amortization for each real estate operating venture and (iv) adjustments for recognizing
straight line rent.

Portfolio Operating Income does not include any component of capital gains or capital appreciation. The
Adpviser is not entitled to any incentive fee based on the capital gains or capital appreciation of the Fund or its
investments.

The Fund relies on exemptive relief from the SEC that permits the Fund to pay the Adviser all or a portion
of its Management Fees and Incentive Fees in shares of Common Stock in lieu of paying the Adviser an
equivalent amount of such fees in cash. As a condition of this exemptive relief, the Adviser has committed not to
sell any shares of Common Stock received in lieu of a cash payment of its management and incentive fees for at
least 12 months from the date of issuance, except in exceptional circumstances. The Adviser has directed that
KAA, its affiliate, receive these shares on its behalf. A historical record of the Adviser’s compensation will be
available on our website: www.krest.reit.

The Advisory Agreement was most recently renewed and approved for an additional year by the Board on
November 18, 2025. A discussion regarding the basis for the approval of the Advisory Agreement by the Board
will be available in the Fund’s annual report on Form N-CSR for the period ended December 31, 2025 (the
“Annual Report”), which can be found on the SEC’s website at http://www.sec.gov. The basis for any subsequent
continuation of the Advisory Agreement will be discussed in the Fund’s annual or semi-annual reports to
stockholders for the periods during which such continuations occur.

In addition to the fees paid to the Adviser, the Fund will pay all other costs and expenses of its operations,
including compensation of its directors (other than those affiliated with the Adviser), custodial expenses,
leveraging expenses, transfer agent expenses, legal fees, expenses of independent auditors, expenses of its
periodic repurchases, expenses of preparing, printing and distributing prospectuses, stockholder reports, notices,
proxy statements and reports to governmental agencies and taxes, if any.

Competitive Advantages
KKR believes that the Fund will benefit from the following key competitive advantages:

* Differentiated “One-Firm Approach”— The experience, relationships and operational capabilities
that KKR has developed over four decades of investing combine with the decades of real estate
investment and asset management experience of the KKR Real Estate team to provide what KKR
views as the cornerstone of KKR Real Estate’s competitive advantage in the asset class. A substantial
number of KKR’s real estate investments to-date have utilized cross-functional teams, with members of
KKR Real Estate having worked collaboratively with other KKR professionals throughout the
investment process, ranging from idea generation and sourcing, to the execution, value creation,
monitoring and harvesting of investments. This integration across KKR is core to its real estate
investment strategy and provides what KKR believes to be differentiated insights and tangible
advantages across sourcing, due diligence and value creation relative to many standalone real estate
investors. KKR’s “One-Firm” approach is based on the following four pillars:

» Proprietary sourcing channels;
» Differentiated due diligence and analytic capabilities;
» Execution capabilities; and
* Trusted partnerships with key intermediaries.
* Integrated Global Real Estate Platform Across Equity and Credit—KKR has a global, integrated

real estate equity and credit investment platform to broaden its sourcing channels and access
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information about the real estate capital markets. As of December 31, 2025, KKR Real Estate owned
and lent on approximately $262 billion of real estate assets across all property types, including
residential, industrial, office, and select specialty sectors.” KKR believes its existing portfolio provides
it with a growing network of proprietary market intelligence and data on valuations, operating
fundamentals, liquidity and trends across the real estate industry, leading to sourcing and underwriting
advantages.

Established Real Estate Platform—The Fund will continue to benefit from a deep and seasoned team
of approximately 130 equity and credit investment and asset management professionals with a
leadership team that has worked together for over 10 years.® The Adviser believes the Fund will benefit
from KKR Real Estate’s existing relationships, sourcing channels, market knowledge and operating
expertise.

Portfolio Construction — KKR’s strategy is designed to construct a portfolio diversified across both
equity and credit investments, targeting asset classes, markets, and geographies that KKR believes are
supported by long-term secular growth trends. By maintaining flexibility across the capital structure —
including direct equity, senior loans, mezzanine debt, preferred equity, and credit securities — KKR
aims to deliver a balanced mix of income, capital appreciation, and downside protection. This approach
allows KKR to build a portfolio that is resilient across market cycles and actively positioned around
KKR'’s highest-conviction themes.

Alignment of Interests with Investors—KKR believes that alignment of interests with investors is a
fundamental tenet of investing. In the simplest of terms, KKR is one of its own largest investors. KKR
initially purchased $159 million of Class I Shares to facilitate the acquisition of the Fund’s initial
assets. In addition, KAA also invested $50 million in new capital in the Fund during June 2024. In
addition, the Adviser has opted to receive payment of its advisory fee and incentive fee in Class I
Shares of the Fund. As of March 31, 2026, the Adviser has acquired approximately $95.0 million of
Class I Shares through payment of its advisory fee and incentive fee in shares, and owns approximately
11,431,766 Class I Shares, or $264.6 million of Class I Shares valued as of March 31, 2026. We
believe this investment creates a significant alignment of interests with our investors and demonstrates
a strong commitment to the Fund’s strategy.

The Fund’s Shareholder Priority Plan — On June 4, 2024, KAA, an affiliate of the Adviser,
contractually committed to the Fund to continue to hold approximately 7,732,436 of Class I Shares
currently owned by KAA, representing approximately $200 million based on the Fund’s NAV as of
May 28, 2024 in Support Shares of the Fund with the objective of supporting a NAV per share of
$27.00 on June 1, 2027. If on June 1, 2027 the Fund’s NAV per share is less than $27.00 per share for
any share class, KAA will contribute to the Fund as many of the Support Shares as are required, up to
the maximum number of Support Shares, to reduce the number of outstanding shares and increase the
NAYV per share for each class of the Fund’s shares up to $27.00 per share. KAA also invested

$50 million in new capital in the Fund during June 2024. See “Net Asset Value — Shareholder Priority
Plan.”

Expense Limitation and Reimbursement Agreement

7

Pursuant to the Expense Limitation and Reimbursement Agreement, through April 30, 2027, the Adviser has
agreed to waive its fees and/or reimburse expenses of the Fund so that certain of the Fund’s Specified Expenses

Figures represent AUM across all KKR real estate strategies as reported by KKR & Co. Inc. (NYSE: KKR)
as a public company. Strategies include, as applicable, Real Estate Partners Americas, Real Estate Partners
Europe, Asia Real Estate Partners, Property Partners Americas, Property Partners Europe, Asia Property
Partners, Real Estate Credit, the estimated value of Global Atlantic assets, Real Estate NBFC, KIRM,
KREST and co-investments.

As of March 2026.
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will not exceed 0.50% of net assets (annualized). The Fund has agreed to repay these amounts, when and if
requested by the Adviser, but only if and to the extent that Specified Expenses are less than 0.50% of net assets
(annualized) (or, if a lower expense limit is then in effect, such lower limit) within the 36 month period after the
Adviser waived or reimbursed such fees or expenses; provided, however, that the Adviser may recapture a
Specified Expense in the same year it is incurred. This arrangement cannot be terminated prior to April 30, 2027
without the Board’s consent. “Specified Expenses” is defined to include all expenses incurred in the business of
the Fund, including offering costs, with the exception of (i) the Management Fee, (ii) the Incentive Fee, (iii) the
Servicing Fee, (iv) the Distribution Fee, (v) property level expenses, (vi) brokerage costs or other investment-
related out-of-pocket expenses, including with respect to unconsummated investments, (vii) dividend/interest
payments (including any dividend payments, interest expenses, commitment fees, or other expenses related to
any leverage incurred by the Fund), (viii) taxes, and (ix) extraordinary expenses (as determined in the sole
discretion of the Adviser).

Administrator

KKR Fund Administration LLC, located at 30 Hudson Yards, New York, NY 10001, serves as the
Administrator and accounting agent. Pursuant to the administration agreement, the Administrator will provide, or
oversee the performance of, administrative and compliance services, including, but not limited to, maintaining
financial records, overseeing the calculation of NAV, compliance monitoring (including diligence and oversight
of our other service providers), preparing reports to stockholders and reports filed with the SEC, preparing
materials for and coordinating meetings of the Board, managing the payment of expenses and the performance of
administrative and professional services rendered by others and providing office space, equipment and office
services. The Administrator has entered into a sub-administration agreement with The Bank of New York
Mellon.

The Fund bears all other costs and expenses of its operations, administration and transactions, including the
Fund’s allocable portion of compensation, overhead (including rent, office equipment and utilities) and other
expenses incurred by the Administrator in performing its duties, including the allocable portion of the
compensation paid by the Administrator (or its affiliates) to the Fund’s chief compliance officer and chief
financial officer and their respective staffs as well as investor relations, legal, operations and other
non-investment professionals at the Administrator that perform duties for the Fund.

Control Persons

A control person is one who owns beneficially or through controlled companies more than 25% of the
voting securities of a company or acknowledges the existence of control. A controlling stockholder’s vote could
have a more significant effect on matters presented to stockholders for approval than the vote of other Fund
stockholders. To the knowledge of the Fund, as of March 30, 2026, no person or entity beneficially owned more
than 25% of the voting securities of the Fund.
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FUND EXPENSES

Except as specifically provided below, the Adviser bears all of its own expenses incurred in providing
investment advisory services to the Fund. The Fund shall be responsible for all the costs and expenses of its
operations, administration and transactions, including, but not limited to:

(a)

(b)

(©)

investment advisory fees, including Management Fees and Incentive Fees, to the Adviser,
pursuant to the Advisory Agreement;

the Fund’s allocable portion of compensation, overhead (including rent, office equipment and
utilities) and other expenses incurred by KKR Fund Administration LLC the (“Administrator”) in
performing its administrative obligations under the administration agreement between the Fund
and the Administrator (the “Administration Agreement”), including, but not limited to: (i) the
Fund’s chief compliance officer, chief financial officer and their respective staffs; (ii) investor
relations, legal, operations and other non-investment professionals at the Administrator that
perform duties for the Fund; and (iii) any internal audit group personnel of Kohlberg Kravis
Roberts & Co. L.P. or any of its affiliates; and

all other expenses of the Fund’s operations, administration and transactions including, without
limitation, those relating to:

i organizational and offering expenses (including out-of-pocket expenses, but not
overhead or employee costs of the Adviser);

ii.  outside counsel, accountants, auditors, appraisers, valuation experts, property or asset
managers, leasing agents, construction managers, consultants, administrators,
custodians, depositories, trustees, transfer agents, dividend disbursing agents and
dividend reinvestment plan agents and other similar outside advisors and service
providers with respect to the Fund and its investments (including the cost of the
valuation, or any fairness opinion relating to, any asset or liability or other transaction of
the Fund);

iii.  the cost of calculating the Fund’s net asset value, including the fees, costs and expenses
associated with any third-party appraiser or other valuation expert;

iv.  the cost of effecting any sales and repurchases of shares of Common Stock and other
securities;

v. fees and expenses payable under any distribution and selected dealer agreements, if any;

vi.  principal, interest on and fees, costs and expenses relating to or arising out of all
borrowings made by the Fund and its operating entities, including fees, costs and
expenses incurred in connection with the negotiation and establishment of the relevant
credit facility, credit support or other relevant arrangements with respect to such
borrowings or related to securing the same by mortgage, pledge, or other encumbrance,
if applicable;

vii.  expenses (including the allocable portions of compensation and out-of-pocket expenses
such as travel expenses) or an appropriate portion thereof of employees of the Adviser
to the extent such expenses relate to attendance at meetings of the Board of Directors or
any committees thereof;

viil. investment costs, including all fees, costs and expenses incurred in identifying,
investigating (and conducting diligence with respect to), evaluating, structuring,
consummating, holding, monitoring or selling potential and actual investments,
including (A) brokerage commissions, clearing and settlement charges, custodial fees,
investment banking fees, bank charges, placement, syndication and solicitation fees,
arranger fees, sales commissions and other investment, execution, closing and
administrative fees, costs and expenses; (B) any expenses, including travel,
entertainment, lodging and meal expenses, incurred by the Adviser, or
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iX.

XI.

Xii.

Xiil.

X1v.

XV.

XVI.

XVil.

members of its investment team, or payable to third parties, in evaluating, developing,
negotiating, structuring and performing due diligence on actual or potential investment
opportunities, including any travel-related costs and expenses incurred in connection
therewith (including costs and expenses of accommodations and meals, costs and
expenses related to attending trade association meetings, conferences or similar
meetings for purposes of evaluating actual or potential investments); (C) expenses
associated with portfolio and risk management, including hedging transactions and
related costs; (D) the organization, operation, administration, restructuring or
termination, liquidation, winding up and dissolution of any entities through which the
Fund makes investments; and (E) outside counsel, accountants, auditors, consultants,
and other similar outside advisors and service providers incurred in connection with
designing, implementing and monitoring participation by portfolio investments in
compliance and operational “best practices” programs and initiatives;

all fees, costs and expenses, if any, incurred by or on behalf of the Fund in developing,
negotiating and structuring prospective or potential investments that are not ultimately
made, including without limitation any fees and expenses of any legal, financial,
accounting, consulting, or other advisors, or lenders, investment banks, and other
financing sources in connection with arranging financing for transactions that are not
consummated, any travel and accommodation expenses, and any deposits or down
payments that are forfeited in connection with, or amounts paid as a penalty for,
unconsummated transactions;

fees and expenses associated with the Fund’s marketing efforts, including costs in
connection with the Fund’s website and sales and marketing materials;

federal and state registration fees, franchise fees, any stock exchange listing fees and
fees payable to rating agencies;

Independent Directors’ fees and expenses including reasonable travel, entertainment,
lodging and meal expenses, and any legal counsel or other advisors retained by, or at the
discretion or for the benefit of, the Independent Directors;

costs of preparing financial statements and maintaining books and records, costs of
Sarbanes-Oxley Act of 2002 compliance and attestation, costs of preparing and filing
reports or other documents with the Commission, Financial Industry Regulatory
Authority, U.S. Commodity Futures Trading Commission (“CFTC”) and other
regulatory bodies and other reporting and compliance costs, including registration and
exchange listing and the costs associated with reporting and compliance obligations
under the Investment Company Act and any other applicable federal and state securities
laws, and the compensation of professionals responsible for the foregoing;

all fees, costs and expenses associated with the preparation and issuance of the Fund’s
periodic reports and related statements (e.g., financial statements and tax returns) and
other printing and reporting-related expenses (including other notices and
communications) in respect of the Fund and its activities (including internal expenses,
charges and/or related costs incurred, charged or specifically attributed or allocated by
the Fund or the Adviser or its affiliates in connection with such provision of services
thereby);

the costs of any reports, proxy statements or other notices to stockholders (including
printing and mailing costs) and the costs of any meetings of stockholders of the Fund
(collectively, “Stockholders” and each a “Stockholder”) or the Board of Directors;
proxy voting expenses;

costs associated with the Fund’s shares of Common Stock being listed on a national
securities exchange or a sale of all or substantially all of the Fund’s assets to, or a
merger or
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XViil.

XiX.

XX.

XXI.

XXIl.

XXIil.

XXIV.

XXV.

XXVI.

XXVII.

other liquidity transaction with, an entity in which Stockholders receive shares of a
publicly traded company which continues to be managed by the Adviser or an affiliate
thereof (including any initial public offering in connection therewith);

costs of registration rights granted to certain investors;

any taxes, tax-related interest, fees or other governmental charges (including any
penalties incurred where the Adviser lacks sufficient information from third parties to
file a timely and complete tax return) levied against the Fund or on its income or assets
or in connection with its business or operations, including (i) the business or operations
of any entities through which the Fund invests and (ii) preparation expenses in
connection with such governmental charges (which includes the preparation and filing
of any forms, schedules, filings, information or other documents necessary to comply
with applicable tax reporting obligations;

any audit, examination, investigation or other proceeding by any taxing authority or
incurred in connection with any governmental or regulatory inquiry, investigation or
proceeding, in each case, involving or otherwise applicable to the Fund, including the
amount of any judgments, settlements, remediation or fines paid in connection therewith
(excluding for the avoidance of doubt, any expenses with respect to which an
indemnitee would not be entitled to indemnification or advancement);

actual or potential litigation or other dispute related to the Fund or any actual or
potential portfolio investment (including expenses incurred in connection with the
investigation, prosecution, defense, judgment or settlement of litigation) and other
extraordinary expenses related to the Fund or actual or potential portfolio investment
(including fees, costs and expenses that are classified as extraordinary expenses under
generally accepted accounting principles in the United States), excluding for the
avoidance of doubt, any expenses with respect to which an Indemnified Party would not
be entitled to indemnification or advancement by reason of the limitations set forth in
Section 8 below;

all fees, costs and expenses associated with procuring, developing, implementing or
maintaining information technology, data subscription and license-based services,
research publications, materials, equipment and services, computer software or
hardware and electronic equipment for the Fund, including in connection with
identifying, investigating (and conducting diligence with respect to) or evaluating,
structuring, consummating, holding, monitoring, or selling potential and actual
investments (including fees, costs and expenses associated with the implementation and
operation of an environmental management system), or in connection with obtaining or
performing research related to potential or actual investments, industries, sectors,
geographies or other relevant market, economic, geopolitical or similar data or trends,
including risk analysis software;

costs associated with individual or group Stockholders;

fidelity bond, directors and officers errors and omissions liability insurance and other
insurance premiums;

direct costs and expenses of administration, including printing, mailing, long distance
telephone, copying and secretarial and other staff;

fees, costs and expenses of winding up and liquidating the Fund’s assets;

extraordinary expenses (such as litigation or indemnification);
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xxviii. all fees, costs and expenses related to compliance-related matters (such as developing

XXIX.

XXX.

XXXI.

and implementing specific policies and procedures in order to comply with certain
regulatory requirements) and regulatory filings related to the Fund’s activities
(including, without limitation, expenses relating to the preparation and filing of reports
to be filed with the CFTC, reports, disclosures, filings and notifications prepared in
connection with the laws and/or regulations of jurisdictions in which the Fund engages
in activities, including any notices, reports and/or filings required under The Directive
2011/61/EU of the European Parliament and of the Council of 8 June 2011 on
Alternative Investment Fund Managers and any applicable legislation implemented by
an EEA Member state in connection with such Directive, in all cases as amended from
time to time and any related regulations, and other regulatory filings, notices or
disclosures of the Adviser relating to the Fund and its activities) and/or other regulatory
filings, notices or disclosures of the Adviser and its affiliates relating to the Fund and its
activities;

costs and expenses (including travel) in connection with the diligence and oversight of
the Fund’s service providers;

any activities with respect to protecting the confidential or non-public nature of any
information or data; and

all other expenses incurred by the Adviser or the Administrator in connection with the
business or operation of the Fund and its investments.
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PLAN OF DISTRIBUTION

Shares

The Fund currently offers four classes of Common Stock: Class S Shares, Class D Shares, Class U Shares
and Class I Shares and may offer additional classes of its Common Stock in the future. Affiliates of the Adviser
have been granted exemptive relief from the SEC that permits the Fund to issue multiple classes of shares and to
impose asset-based distribution fees and early-withdrawal fees.

Minimum Investment

Generally, the minimum initial investment is $10,000 for Class S Shares, Class D Shares and Class U
Shares and $1,000,000 for Class I Shares. The minimum subsequent investment is $500 for each class of
Common Stock, except for additional purchases pursuant to the DRIP, which are not subject to a minimum
purchase amount. The minimum investment for each class of shares can be modified or waived in the sole
discretion of the Fund or the Distributor, including for certain financial firms that submit orders on behalf of their
customers, the Fund’s officers and directors and certain employees of KKR, including its affiliates, vehicles
controlled by such employees and their extended family members.

Distributor

KKR Capital Markets LLC is the principal underwriter and distributor of our Common Stock on a best
efforts basis, subject to various conditions, pursuant to the terms of the Distribution Agreement. The Distributor
is a subsidiary of our sponsor, Kohlberg Kravis Roberts & Co. L.P. The Distributor, located at 30 Hudson Yards,
New York, NY 10001, is a broker-dealer registered with the SEC and is a member of FINRA. Selling Agents
may be appointed by the Distributor to assist in the sale of the Common Stock on a best efforts basis. Such
Selling Agents are authorized to designate other financial intermediaries to receive purchase orders and, if
applicable, repurchase requests, from investors on behalf of the Fund and its Selling Agents.

The Distributor is not obligated to sell any specific amount of shares of Common Stock. The Distribution
Agreement also provides that the Fund will indemnify the Distributor and its affiliates and certain other persons
against certain liabilities, including certain liabilities arising under the Securities Act of 1933, as amended (the
“Securities Act”).

Offering Prices and Fees

Class D Shares, Class U Shares and Class I Shares are continuously offered at our NAV per share. Class S
Shares are offered at our NAV per share, plus a maximum sales load of up to 3.00% of the offering price and a
dealer manager fee of 0.50% of the offering price. Certain participating broker-dealers may offer Class S Shares
subject to a dealer manager fee of up to 1.50%, provided that the sum of the sales load and dealer manager fee
will not exceed 3.50% of the offering price.

Shares of Common Stock are generally offered through other Selling Agents that have entered into selling
agreements with the Distributor. The Distributor may reallow the full amount of the sales load with respect to
Class S Shares to the brokers or dealers that act as Selling Agents for the Fund. Different Selling Agents may
impose different sales loads and dealer manager fees with respect to Class S Shares or offer different ways to
reduce sales loads and dealer manager fees. Although Class I Shares, Class D Shares and Class U Shares are each
not subject to a sales load, investors could be required to pay brokerage commissions on purchases and sales of
Class I Shares, Class D Shares and Class U Shares to their Selling Agents. Investors should consult with their
financial intermediaries about any additional fees or charges they might impose.

Distribution Fees

The Fund pays the Distributor a Distribution Fee that accrues daily and is payable monthly at an annualized
rate of 0.60% of the net assets of the Fund attributable to Class S Shares and Class U Shares. The Distribution
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Fee is for the sale and marketing of the Class S Shares and Class U Shares and to reimburse the Distributor for
related expenses incurred. All or a portion of the Distribution Fee may be used to pay for sub-transfer agency,
sub-accounting and certain other administrative services that are not required to be paid pursuant to a service fee
under FINRA rules. The Distributor may pay all or a portion of the Distribution Fee to the Selling Agents that
sell Class S Shares and Class U Shares. Payment of the Distribution Fee is governed by the Fund’s Distribution
and Service Plan.

Class D Shares and Class I Shares do not incur a Distribution Fee.

Shareholder Servicing Fees

The Fund pays the Distributor a Servicing Fee that accrues daily and is payable monthly at an annualized
rate of 0.25% of the net assets of the Fund attributable to Class S Shares, Class D Shares and Class U Shares. The
Servicing Fee is for personal services provided to stockholders and/or the maintenance of stockholder accounts
and to reimburse the Distributor for related expenses incurred. The Distributor may pay all or a portion of the
Servicing Fee to the Selling Agents that sell Class S Shares, Class D Shares and Class U Shares. Payment of the
Servicing Fee is governed by the Fund’s Shareholder Servicing Plan.

Class I Shares do not incur a Servicing Fee.

All or a portion of the Servicing Fee may be used to pay for sub-transfer agency, sub-accounting and certain
other administrative services. The Fund also pays for certain sub-transfer agency, sub-accounting and
administrative services outside of the Servicing Fee.

How to Purchase Shares

The following section provides basic information about how to purchase shares of Common Stock of the
Fund.

The Distributor acts as the distributor of shares for the Fund on a best efforts basis, subject to various
conditions, pursuant to the terms of the Distribution Agreement. The Distributor is not obligated to sell any
specific amount of shares of the Fund. Shares of the Fund are offered through the Distributor. As discussed
below, the Fund may authorize one or more Selling Agents to receive orders on its behalf. Class S Shares,
Class D Shares, Class U Shares and Class I Shares are continuously offered at NAV per share calculated each
regular business day, plus any applicable sales load and dealer manager fees. Selling Agents may establish
different minimum investment requirements than the Fund and may also independently charge you transaction
fees and additional amounts (which may vary) in return for its services, which will reduce your return. Shares
you purchase through Selling Agents will normally be held in your account with that firm. A purchase order from
the client of a Selling Agent is not received in “good order” by such Selling Agent unless and until the purchase
order is approved by the Selling Agent or its delegate, which may not occur until the business day immediately
following the business day on which the purchase order was submitted by the client to such Selling Agent.

The Fund and the Distributor will have the sole right to accept orders to purchase shares and reserve the
right to reject any order in whole or in part.

No market currently exists for our Common Stock. The Fund does not currently intend to list its Common
Stock for trading on any securities exchange in the near future. There is currently no secondary market for our
Common Stock and the Fund does not anticipate that a secondary market will develop for its Common Stock.
Neither the Adviser nor the Distributor intends to make a market in the Common Stock.

Class S Shares and Class U Shares are available to the general public through Selling Agents and other
financial intermediaries that have selling agreements to distribute such class of shares.
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Class D Shares are generally available for purchase only (1) through fee-based programs, also known as
wrap accounts, that provide access to Class D Shares, (2) through participating broker-dealers that have
alternative fee arrangements with their clients to provide access to Class D Shares, (3) through investment
advisers that are registered under the Advisers Act or applicable state law and direct clients to trade with a
broker-dealer that offers Class D Shares, (4) through bank trust departments or any other organization or person
authorized to act in a fiduciary capacity for its clients or customers or (5) other categories of investors that we
name in an amendment or supplement to this prospectus.

Class I Shares are available only (1) through fee-based programs, known as wrap accounts, of investment
dealers that provide access to Class I Shares, (2) through participating broker-dealers that have alternative fee
arrangements with their clients, (3) through certain registered investment advisers, (4) through bank trust
departments or any other organization or person authorized to act in a fiduciary capacity for its clients or
customers, (5) to endowments, foundations, pension funds and other institutional investors for purchase in this
offering, (6) to other categories of investors that we name in an amendment or supplement to this prospectus or
(7) to the Fund’s officers and directors and their immediate family members, as well as officers and employees of
KKR or other affiliates and their immediate family members, and, if approved by the Board, joint venture
partners, consultants and other service providers.

Investors purchasing shares through a retirement plan or employee benefit plan may obtain additional
information regarding the plan from their plan sponsor.

Acceptance and Timing of Purchase Orders

A purchase order received by the Fund or its designee prior to the close of the NYSE, on a day the Fund is
open for business, together with payment made in one of the ways described above will be effected at that day’s
NAYV plus any applicable sales charge. An order received after the close of the NYSE will be effected at the
NAYV determined on the next business day. However, orders received by certain retirement plans and other
financial firms on a business day prior to the close of the NYSE and communicated to the Fund or its designee
prior to such time as agreed upon by the Fund and financial firm will be effected at the NAV determined on the
business day the order was received by the financial firm. The Fund is “open for business” on each day the
NYSE is open for trading, which excludes the following holidays: New Year’s Day, Martin Luther King, Jr. Day,
Washington’s Birthday, Good Friday, Memorial Day, Juneteenth National Independence Day, Independence
Day, Labor Day, Thanksgiving Day and Christmas Day. If the NYSE is closed due to weather or other
extenuating circumstances on a day it would typically be open for business, the Fund reserves the right to treat
such day as a business day and accept purchase orders in accordance with applicable law. The Fund reserves the
right to close if the primary trading markets of the Fund’s portfolio instruments are closed and the Fund’s
management believes that there is not an adequate market to meet purchase requests. On any business day when
the Securities Industry and Financial Markets Association recommends that the securities markets close trading
early, the Fund may close trading early. Purchase orders will be accepted only on days which the Fund is open
for business.

For shares purchased through the Distributor, order instructions must be received in good order prior to the
close of regular trading on the NYSE (ordinarily 4:00 p.m., Eastern time) in order to receive the current day’s
NAYV. The Fund will be deemed to have received a purchase order when an authorized broker or, if applicable, a
broker’s authorized designee, receives the order. Instructions must include the name and signature of an
appropriate person designated on the account application, account name, account number, name of the Fund and
dollar amount. Payments received without order instructions could result in a processing delay or a return of
wire. Failure to send the accompanying payment on the same day may result in the cancellation of the order.

The Fund and the Distributor each reserves the right, in its sole discretion, to accept or reject any order for
purchase of shares. The sale of shares may be suspended during any period in which the NYSE is closed other

than weekends or holidays, or if permitted by the rules of the SEC, when trading on the NYSE is restricted or
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during an emergency which makes it impracticable for the Fund to dispose of its securities or to determine fairly
the value of its net assets, or during any other period as permitted by the SEC for the protection of investors.

Purchasing Directly From the Fund

The following section provides additional information for investors wishing to purchase shares directly from
the Fund. If you are investing through a financial intermediary, please contact your Selling Agent directly for
more information.

Purchase by Mail. To purchase shares of Common Stock by mail, simply complete and sign the account
application and mail it, or for subsequent purchases include name, fund name and account number along with a
check made payable to the Fund:

Regular Mail Overnight or Express Mail
KKR Democratized Access Vehicles KKR Democratized Access Vehicles
c/o: SS&C GIDS, Inc. c/o: SS&C GIDS, Inc.
PO Box 219302 801 Pennsylvania Ave Suite 219302
Kansas City, MO 64121-9302 Kansas City, MO 64105-1307

The Fund does not consider the U.S. Postal Service or other independent delivery services to be its agents.
Therefore, deposit in the mail or with such services, or receipt at U.S. Bank Global Fund Services post office box
does not constitute receipt by the Transfer Agent. Receipt is determined at the time the order is received at the
Transfer Agent’s offices.

All purchase checks must be in U.S. dollars drawn on a domestic financial institution. The Fund will not
accept payment in cash or money orders. To prevent check fraud, the Fund will not accept third-party checks,
Treasury checks, credit card checks, traveler’s checks or starter checks for the purchase of shares. The Fund is
unable to accept post-dated checks, or any conditional order or payment.

It is the policy of the Fund not to accept applications under certain circumstances or in amounts considered
disadvantageous to stockholders. The Fund reserves the right to reject any application. An account application to
purchase Fund shares is subject to acceptance by the Fund and is not binding until so accepted. Accounts opened
by entities, such as credit unions, corporations, limited liability companies, partnerships or trusts, will require
additional documentation. Please note that if any information is missing, your account application will be
returned, and your account will not be opened.

Telephone Purchase. Investors may purchase additional shares of Common Stock by calling (855)
844-8655. If you elected this option on your account application, and your account has been open for at least
seven (7) business days, telephone orders will be accepted via electronic funds transfer from your bank account
through the Automated Clearing House (“ACH”) network. You must have banking information established on
your account prior to making a purchase. If your order is received prior to 4 p.m. Eastern time, your shares will
be purchased at the NAV calculated on the day your order is placed.

Telephone trades must be received by or prior to market close. During periods of high market activity,
stockholders may encounter higher than usual call waits. Please allow sufficient time to place your telephone
transaction. Before executing an instruction received by telephone, the Transfer Agent will use reasonable
procedures to confirm that the telephone instructions are genuine. The telephone call may be recorded and the
caller may be asked to verify certain personal identification information. If the Fund or its agents follow these
procedures, they cannot be held liable for any loss, expense or cost arising out of any telephone redemption
request that is reasonably believed to be genuine. This includes fraudulent or unauthorized requests. If an account
has more than one owner or authorized person, the Fund will accept telephone instructions from any one owner
or authorized person.
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Initial Investment—By wire. To purchase by wire, the Transfer Agent must have a completed account
application before your wire is sent. A purchase order will not be accepted until the Fund has received the
completed application and any requested documentation in proper form. Wired funds must be received by 4:00
p.m. Eastern Time to be eligible for same day pricing. Call the Transfer Agent at (855) 844-8655 between 9:00
a.m. and 6:00 p.m. Eastern Time on any day the NYSE is open for business to advise of your intent to wire. This
will ensure proper credit. Instruct your bank to wire funds to:

ABA #: 101000695

Account #: 9872540085

Further credit: DST as Agent for KKR Real Estate Select Trust Inc.
Stockholder name and account number:

Subsequent Investments—By wire. Before sending your wire, please contact the Transfer Agent to advise
them of your intent to wire funds. This will ensure prompt and accurate credit upon receipt of your wire.

Wired Funds Disclaimer. Wired funds must be received prior to 4:00 p.m. Eastern time to be eligible for
same day pricing. The Fund and the Transfer Agent are not responsible for the consequences of delays resulting
from the banking or Federal Reserve wire system, or from incomplete wiring instructions.

Lost Stockholders, Inactive Accounts and Unclaimed Property. 1t is important that the Fund maintains a
correct address for each investor. An incorrect address may cause an investor’s account statements and other
mailings to be returned to the Fund. Based upon statutory requirements for returned mail, the Fund will attempt
to locate the investor or rightful owner of the account. If the Fund is unable to locate the investor, then the Fund
will determine whether the investor’s account can legally be considered abandoned. Mutual fund accounts may
be transferred to the state government of an investor’s state of residence if no activity occurs within the account
during the “inactivity period” specified in the applicable state’s abandoned property laws, which varies by state.
The Fund is legally obligated to escheat (or transfer) abandoned property to the appropriate state’s unclaimed
property administrator in accordance with statutory requirements. The investor’s last known address of record
determines which state has jurisdiction. Please proactively contact the Transfer Agent toll-free at (855) 844-8655
at least annually to ensure your account remains in active status.

Signature Guarantees. Signature guarantees will generally be accepted from domestic banks, brokers,
dealers, credit unions, national securities exchanges, registered securities associations, clearing agencies and
savings associations, as well as from participants in the New York Stock Exchange Medallion Signature Program
and the Securities Transfer Agents Medallion Program (“STAMP”). A notary public is not an acceptable
signature guarantor.

A signature guarantee, from either a Medallion program member or a non-Medallion program member, is
required in the following situations:
» If ownership is being changed on your account;
*  When redemption proceeds are payable or sent to any person, address, or bank account not on record;

*  When a redemption request is received by the Transfer Agent and the account address has changed
within the last 15 calendar days; or

* For all redemptions in excess of $100,000 where proceeds are requested to be sent by check
The Fund may waive any of the above requirements in certain instances. In addition to the situations

described above, the Fund and/or the Transfer Agent reserve the right to require a signature guarantee in other
instances based on the circumstances relative to the particular situation.

Non-financial transactions, including establishing or modifying certain services on an account, may require
a signature guarantee, signature verification from a Signature Validation Program member, or other acceptable
form of authentication from a financial institution source.
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Anti-Money Laundering

In compliance with the USA Patriot Act of 2001, please note that the Transfer Agent will verify certain
information on your account application as part of the Fund’s Anti-Money Laundering Program. As requested on
the account application, you must supply your full name, date of birth, social security number and permanent
street address. If you are opening the account in the name of a legal entity (e.g., partnership, limited liability
company, business trust, corporation, etc.), you must also supply the identity of the beneficial owners. Mailing
addresses containing only a P.O. Box will not be accepted. Please contact the Transfer Agent at (855) 844-8655
if you need additional assistance when completing your account application.

If we do not have a reasonable belief of the identity of a customer, the account will be rejected, or the
customer will not be allowed to perform a transaction on the account until such information is received. The
Fund may also reserve the right to close the account within 5 business days if clarifying information/
documentation is not received.

Sales Load

This section includes important information about sales load and sales load reductions available to investors
in the Fund’s Class S Shares.

The public offering price of Class S Shares is the NAV per share at the time of purchase, plus any applicable
sales load and dealer manager fees. The initial sales load varies depending on the size of your purchase, as set
forth in the tables below. The actual sales load paid may vary among and within Selling Agents, as described
herein. No sales load is imposed when Class S Shares are issued to you pursuant to the automatic reinvestment of
income dividends or capital gains distributions. It is the responsibility of you and/or your financial intermediary
to ensure that you obtain the proper breakpoint sales load discount, if any.

Because the offering price is calculated to two decimal places, the dollar amount of the sales charge as a
percentage of the offering price and your net amount invested for any particular purchase of Class S Shares may
be higher or lower depending on whether downward or upward rounding was required during the calculation
process.

Class S Shares of the Fund are sold subject to the following sales load:

Sales Load
as a % of the
offering

Your investment price
Upto $149,999.99 ... .. . 3.50%
$150,000.00 to $499,999.99 . ... ... 3.00%
$500,000.00 to $999,999.99 . ... .. ... 2.50%
$1,000,000.00 and over ................. ... 2.00%

A person eligible for a sales load reduction includes an individual, his or her spouse or equivalent, children
under 21 years of age and any corporation, partnership or sole proprietorship which is 100% owned, either alone
or in combination, by any of the foregoing, a trustee or other fiduciary purchasing for a single trust or for a single
fiduciary account, or a “company” as defined in Section 2(a)(8) of the Investment Company Act. Investors must
notify the Fund or their Selling Agent at the time of the purchase order whenever a sales load reduction is
applicable to purchases and may be required to provide the Fund, or their Selling Agent, with certain information
or records to verify eligibility for a sales load reduction. Such information or records may include account
statements or other records for Class S Shares of the Fund of the investor and other eligible persons, as described
above.

Upon such notification, an investor will pay the lowest applicable sales load. Sales load reductions may be
modified or terminated at any time. Selling Agents may, in their sole discretion and subject to applicable law,
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reduce or waive the sales load on a non-scheduled basis in individual cases. For more information about sales
load reductions, investors should contact the Distributor or their Selling Agent.

Qualifying for a Reduced Class S Sales Load

Investors in the Fund may reduce or eliminate sales charges applicable to purchases of Class S Shares
through utilization of the Rights of Accumulation, Letter of Intention or Reinvestment Privilege. These programs
will apply to purchases of other closed-end funds that the Adviser or its affiliates may sponsor in the future as
well as any open-end funds sponsored by the Adviser or its affiliates that offer Class S Shares (collectively, the
“Eligible Funds”). These programs are summarized below.

Rights of Accumulation

Any “purchaser” (as defined below) may buy Class S Shares at a reduced sales charge by aggregating the
dollar amount of the new purchase and the total net amount invested of all Class S Shares of the Fund then held
by the purchaser and applying the sales charge applicable to such aggregate. To obtain such discount, the
purchaser must provide sufficient information at the time of purchase to permit verification that the purchase
qualifies for the reduced sales charge. The rights of accumulation is subject to modification or discontinuance at
any time with respect to all shares purchased thereafter.

For purposes of determining the applicable sales charge discount, a “purchaser” includes an individual, the
individual’s spouse and the individual’s children under the age of 21, purchasing Class S Shares for the
individual’s own account or account with the individual’s spouse and/or children; or a trustee or other fiduciary
purchasing Class S Shares for a single fiduciary account although more than one beneficiary may be involved; or
employees of a common employer, provided that purchases are aggregated and submitted by a single source and
quarterly confirmation of such purchases can be provided to that single source; or an organized group, provided
that the purchases are made through a central administrator, or a single dealer.

Letter of Intent

A Letter of Intent (a “LOI”) provides an opportunity for an investor to obtain a reduced sales charge by
aggregating investments over a 13-month period, provided that the investor refers to such LOI when placing
orders. For purposes of an LOI, the “Amount of Investment” as referred to in the preceding sales charge table
includes all purchases of Common Stock over the 13-month period based on the total amount of intended
purchases plus the value of all shares previously purchased and still owned. An alternative is to compute the
13-month period starting up to 90 days before the date of execution of an LOI. Each investment made during the
period receives the reduced sales charge applicable to the total amount of the investment goal. The LOI imposes
no obligation to purchase or sell additional shares and provides for a price adjustment depending upon the actual
amount purchased within such period. If the total investments under the LOI are less than the intended amount
and thereby qualify for a higher sales charge than actually paid, the appropriate number of escrowed shares is
redeemed and the proceeds are used towards satisfaction of the obligation to pay the increased sales charge. If a
redemption order is received for an account prior to the satisfaction of the LOI, any shares not held in escrow
will be redeemed first. Shares held in escrow will then be redeemed and a portion of the proceeds will be used to
satisfy the obligation to pay the higher sales charge. Please contact the Transfer Agent to obtain an LOI
application at SS&C GIDS, Inc., 430 W 7th Street Suite 219302, Kansas City, MO 64105-1407.

Stockholder’s Responsibility With Respect to Breakpoint Discounts

To obtain the Class S Share sales charge discount set forth above, you must inform your financial
intermediary of the existence of any eligible amounts under any Rights of Accumulation in accounts held by
family members at the time of purchase. You must inform your financial intermediary of all shares of the Fund
held (i) in your account(s) at the financial intermediary, (ii) in your account(s) by another financial intermediary,
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and (iii) in any other accounts held at any financial intermediary belonging to family members. IF YOU FAIL
TO INFORM YOUR FINANCIAL INTERMEDIARY OR THE FUND OF ALL ELIGIBLE HOLDINGS OR
PLANNED PURCHASES, YOU MAY NOT RECEIVE A SALES CHARGE DISCOUNT TO WHICH YOU
WOULD OTHERWISE BE ENTITLED. The Fund will require the names and account numbers of all accounts
claimed in connection with a request for a sales charge discount. You may also be required to provide
verification of holdings (such as account statements and/or copies of documents that reflect the original purchase
cost of your holdings) that qualify you for a sales charge reduction. As such, it is very important that you
retain all records that may be needed to substantiate an original purchase price of your holdings, because
the Fund, the Transfer Agent and financial intermediaries may not maintain this information.

Reinvestment Privilege

If you redeem Class S Shares, you may reinvest some or all of the proceeds in the same class of any Eligible
Fund on or before the 90th day after the redemption without a sales charge unless the reinvestment would be
prohibited by the Adviser’s frequent trading policy (if any). Special tax rules may apply. All accounts involved
must have the same registration. This privilege does not apply to purchases made through automatic investment
services. The reinvestment privilege only applies to your Class S Shares if you previously paid a front-end sales
charge in connection with your purchase of such Class S Shares.

Payments to Financial Intermediaries

The Fund may pay service fees to Selling Agents for sub-administration, sub-transfer agency and other
stockholders services associated with stockholders whose Common Stock is held of record in omnibus accounts,
other group accounts or accounts traded through registered securities clearing agents.

The Adviser, out of its own resources and without additional cost to the Fund or its stockholders, may
provide additional cash payments to intermediaries, including affiliates of the Adviser, for the sale of Common
Stock and related services. These payments and compensation are in addition to service fees paid by the Fund, if
any. Payments are generally made to intermediaries that provide stockholder servicing, marketing and related
sales support or access to sales meetings, sales representatives and management representatives of the
intermediary. Payments may also be paid to intermediaries for inclusion of the Fund on a sales list, including a
preferred or select sales list or in other sales programs. Compensation may be paid as an expense reimbursement
in cases in which the intermediary provides stockholder services to the Fund. The Adviser may also pay cash
compensation in the form of finder’s fees that vary depending on the dollar amount of the Common Stock sold.
The level of such payments may be substantial and may be different for different Selling Agents. These payments
may create incentives on the part of a Selling Agent to view the Fund favorably compared with investment funds
that do not make these payments, or that make smaller payments.

Share Class Considerations

The Fund currently offers four classes of Common Stock: Class S Shares, Class D Shares, Class U Shares
and Class I Shares. When selecting a class of our Common Stock, you should consider the following:

*  Which classes of Common Stock are available to you;
e The amount you intend to invest;
* How long you expect to own our Common Stock; and
» The total costs and expenses associated with a particular class of Common Stock.
Each investor’s financial considerations are different. You should speak with your Selling Agent to help you
decide which class of Common Stock is best for you. Not all Selling Agents offer all classes of shares of
Common Stock. In addition, Selling Agents may vary the actual sales load charged, if applicable, as well as

impose additional fees and charges on each class of Common Stock. If your Selling Agent offers more than one
class of Common Stock, you should carefully consider which class of Common Stock to purchase.
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Distribution in Foreign Jurisdictions

The distribution of this prospectus and the offer and sale of Common Stock in certain jurisdictions may be
restricted by law. It is the responsibility of any persons wishing to purchase shares of Common Stock to inform
themselves of and to observe all applicable laws and regulations of any relevant jurisdictions. Prospective
investors should inform themselves as to the legal requirements and tax consequences within the countries of
their citizenship, residence, domicile and place of business with respect to the acquisition, holding or disposal of
shares of Common Stock, and any foreign exchange restrictions that may be relevant thereto.
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REPURCHASES

No Right of Redemption

The Fund is a closed-end investment company, and as such its stockholders will not have the right to cause
the Fund to redeem their Common Stock, other than limited rights of a stockholder’s descendants or estate to
request a repurchase of shares in the event of such stockholder’s death. Instead, the Fund expects to provide
liquidity to its stockholders through tender offers. Such repurchase may be made, at the Fund’s discretion, in a
manner consistent with the Fund’s periodic repurchases or in such other manner permitted by the Exchange Act,
the Investment Company Act and the rules thereunder. Documentation for such repurchase request will be
required as necessary to confirm the authority of the descendant or estate to make such request on behalf of the
deceased stockholder.

Tender Offers

The Fund does not currently intend to list its Common Stock for trading on any securities exchange or any
other trading market in the near future. In recognition that a secondary market for the Common Stock likely will
not exist, the Adviser has in the past recommended and currently intends to continue to recommend to the Board
that the Fund conduct quarterly tender offers for up to 5.0% of the aggregate NAV of its outstanding Common
Stock in the sole discretion of the Board. The Fund expects to set the price of its tender offers using the NAV per
share for each applicable class as of the last day of such tender offer. The Fund’s daily NAV per share will be
available on the Fund’s website at www krest.reit. In the event a tender offer is oversubscribed and in accordance
with rules promulgated by the SEC, the Fund may accept for purchase additional outstanding shares of Common
Stock representing up to 2.0% of the aggregate NAV of its outstanding Common Stock without amending or
extending the tender offer.

However, in any given quarter, the Adviser 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 the Adviser believes that conducting a tender offer for 5.0% or less of the
aggregate NAV of the Common Stock then outstanding 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 the Adviser, 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 future 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 continue to conduct tender offers, it
may be required to borrow or 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. The Fund is designed primarily for long-term investors and an investment in the
Common Stock should be considered illiquid.

The Fund may from time to time engage in discussions with one or more large stockholders of the Fund who
express concern that submission of a repurchase request seeking to sell all or a portion of such stockholder’s
Common Stock may result in the aggregate amount of repurchase requests from all stockholders exceeding the
amount offered by the Fund in a given tender offer. As part of any such discussions, the Fund as a policy will not
confirm whether repurchase requests exceed or will exceed the amounts offered.
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In a tender offer, the Fund repurchases outstanding shares of Common Stock at the NAV per share of each
class of Common Stock or at a percentage of such NAV per share on the last day of the offer. The Fund
anticipates selling portfolio investments to fund tender offers. However, subject to the Fund’s investment
restriction with respect to Borrowings, the Fund may borrow money to finance the repurchase of Common Stock
pursuant to any tender offers. However, there can be no assurance that the Fund will be able to obtain such
financing for tender offers 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, payment on which may be made in cash up to 30 days after the expiration
of the tender offer period (as extended). The promissory note will be non-interest bearing, non-transferable and
non-negotiable. With respect to the Common Stock tendered, the owner of a promissory note will no longer be a
stockholder of the Fund and will not have the rights of a stockholder, including without limitation voting rights.
The promissory note may be prepaid, without premium, penalty or notice, at any time. Although tender offers
generally would be beneficial to stockholders by providing them with some ability to sell their Common Stock at
NAV, the acquisition of Common Stock by the Fund will decrease the total assets of the Fund. Tender offers are,
therefore, likely to increase the Fund’s expense ratio, may result in untimely sales of portfolio securities and/or
may limit the Fund’s ability to participate in new investment opportunities. To the extent the Fund maintains a
cash position to satisfy Fund repurchases, the Fund would not be fully invested, which may reduce the Fund’s
investment performance. Furthermore, to the extent the Fund borrows to finance the making of tender offers by
the Fund, interest on such borrowings reduces the Fund’s net investment income. In order to fund repurchase
requests, the Fund 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. Consummating a tender offer may require the Fund to liquidate portfolio securities, and realize gains
or losses, at a time when the Adviser would otherwise consider it disadvantageous to do so.

It is the Board’s policy, which may be changed by the Board, not to purchase Common Stock pursuant to a
tender offer if (1) such purchases would impair the Fund’s status as a REIT; (2) the Fund would not be able to
liquidate portfolio securities in a manner that is orderly and consistent with the Fund’s investment objectives and
policies in order to purchase shares of Common Stock tendered pursuant to the tender offer; or (3) there is, in the
Board’s judgment, any (a) legal action or proceeding instituted or threatened challenging the tender offer or
otherwise materially adversely affecting the Fund, (b) declaration of a banking moratorium by Federal or state
authorities or any suspension of payment by banks in the United States or New York State, which is material to
the Fund, (c) limitation imposed by Federal or state authorities on the extension of credit by lending institutions,
(d) commencement or escalation of war, armed hostilities, acts of terrorism, natural disasters, public health crises
or other international or national calamity directly or indirectly involving the United States that in the sole
determination of the Board is material to the Fund, (e) a material decrease in the estimated NAV of the Fund
from the estimated NAV of the Fund as of the commencement of the tender offer or (f) other events or conditions
that would have a material adverse effect on the Fund or its stockholders if shares of Common Stock tendered
pursuant to the tender offer were purchased. Thus, there can be no assurance that the Board will proceed with any
tender offer. The Board may modify these conditions in light of circumstances existing at the time. The Fund
may not purchase Common Stock to the extent such purchases would result in the asset coverage with respect to
any borrowing being reduced below the asset coverage requirement set forth in the Investment Company Act.
Accordingly, in order to purchase all shares of Common Stock tendered, the Fund may have to repay all or part
of any then outstanding borrowing to maintain the required asset coverage. In addition, the amount of shares of
Common Stock for which the Fund makes any particular tender offer may be limited for the reasons set forth
above or in respect of other concerns related to the Fund’s portfolio or the impact of the tender offer on those
stockholders who do not sell their shares of Common Stock in the tender offer. If a tender offer is oversubscribed
by stockholders who tender shares of Common Stock, the Fund will generally repurchase a pro rata portion of the
shares of Common Stock tendered by each stockholder. However, the Board, in its discretion, subject to
applicable law, may amend a tender offer to include all or part of the oversubscribed amounts. In addition, for
any tender offer, third-party stockholders may not be given priority over stockholders that are affiliates of KKR,
whose holdings in the Fund may be significant and may have the effect of diluting third-party stockholders with
respect to any tender offer.
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Each tender offer would be made and stockholders would be notified in accordance with the requirements of
the Exchange Act and the Investment Company Act, either by publication or mailing or both. The tender offer
documents will contain information prescribed by such laws and the rules and regulations promulgated
thereunder. The repurchase of tendered shares of Common Stock by the Fund is a taxable event to stockholders.
See “Certain U.S. Federal Income Tax Considerations.” Selected securities dealers or other financial
intermediaries may charge a processing fee to confirm a repurchase of shares pursuant to a tender offer.

The Fund will assume all fees and expenses related to a repurchase of shares. A stockholder tendering for
repurchase less than all of its Common Stock must maintain a minimum account balance after the repurchase is
effected, the amount of which will be established by the Fund from time to time and is currently $1,000. If a
stockholder tenders a number of Common Stock that would cause the aggregate NAV of the stockholder’s
holdings to fall below the required minimum, the Fund reserves the right to reduce the amount to be repurchased
from the stockholder so that the required minimum balance is maintained. The Fund may also repurchase all of
such a stockholder’s Common Stock in the Fund. The Fund or the Adviser may waive the minimum account
balance from time to time.

The Fund’s NAV per share may change materially from the date a tender offer is mailed to the tender
valuation date (or any later valuation date if the tender offer is extended), and to the effective date of repurchase,
and it also may change materially shortly after a tender is completed. The method by which the Fund calculates
its NAV is discussed under the caption “Net Asset Value.” Additional risks are discussed under “Risk—Liquidity
Risk.”

Mandatory Redemptions

Subject to the Investment Company Act, the Fund may redeem shares of Common Stock without consent or
other action by the stockholder or other person if the Fund determines that:

* the Common Stock has been transferred in violation of the Fund’s charter or bylaws, or has vested in
any person other than by operation of law as a result of the death, divorce, dissolution, bankruptcy,
insolvency or adjudicated incompetence of the stockholder;

» ownership of the Common Stock by a stockholder or other person is likely to cause the Fund to be in
violation of, or require registration of the Common Stock under, or subject the Fund to additional
registration or regulation under, the securities, commodities, or other laws of the U.S. or any other
relevant jurisdiction;

» continued ownership of the Common Stock by a stockholder may be harmful or injurious to the
business or reputation of the Fund, the Board, KKR, or any of their affiliates, or may subject the Fund
or any stockholder to an undue risk of adverse tax or other fiscal or regulatory consequences;

» any of the representations and warranties made by a stockholder or other person in connection with the
acquisition of Common Stock were not true when made or have ceased to be true; or

» with respect to a stockholder subject to special laws or compliance requirements, such as those
imposed by ERISA, the Bank Holding Company Act or certain Federal Communication Commission
regulations (collectively, “Special Laws or Regulations”), the stockholder is likely to be subject to
additional regulatory or compliance requirements under these Special Laws or Regulations by virtue of
continuing to hold any Common Stock.

Shares of Common Stock will be redeemed at the NAV per share of the class of Common Stock being

redeemed. Stockholders whose shares of Common Stock are redeemed by the Fund will not be entitled to a return
of any amount of sales load that was charged in connection with the stockholder’s purchase of such shares.
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NET ASSET VALUE

Calculation of NAV

The Fund generally determines the NAV of its shares daily, as of the close of regular trading on the NYSE
(normally, 4:00 p.m. Eastern Time). The calculation of NAV will be made by the Fund’s sub-administrator,
subject to the oversight of the Adviser, based on valuation information provided by the Adviser.

The NAV per share of each class of the Fund’s shares is determined by dividing the total assets of the Fund
(the value of investments, plus cash or other assets, including interest and distributions accrued but not yet
received) less the value of any liabilities (including accrued expenses or distributions), by the total number of
shares outstanding.

Timing of Valuations

The value of the Fund’s investments for which reliable market prices are readily available will be updated
daily. The value of the Fund’s investments in real property, real estate debt and real estate-related securities for
which reliable market prices are not readily available will be monitored for material changes on a continuous
basis for purposes of updating the Fund’s daily NAV and, absent any material changes requiring more frequent
updates, will be updated each month as described below.

Each month, the Adviser and the Independent Valuation Advisor will determine an accrual schedule for the
daily value of each real property based on an estimated month-end value. The Fund will use the daily values
determined in such accrual schedule for purposes of calculating its NAV. The Fund’s investments in real
property, real estate debt and real estate related securities for which reliable market prices are not readily
available will also be monitored for material changes such that valuations may be updated intra-month to reflect
such material changes. Such changes, and related changes to the accrual schedule for any such real property, will
be reflected in the Fund’s NAV calculation beginning with the day that a revised valuation is determined.

Valuation Guidelines

The Board of the Fund has approved valuation policies and procedures adopted by the Adviser to ensure
investments are valued in a manner consistent with generally accepted accounting principles in the United States
(“GAAP”). The Board has designated the Adviser as its “valuation designee” pursuant to Rule 2a-5 under the
Investment Company Act, and in that role the Adviser is responsible for performing fair value determinations
relating to all of the Fund’s investments, including periodically assessing and managing any material valuation
risks and establishing and applying fair value methodologies, in accordance with valuation policies and
procedures that have been approved by the Board. The Board ultimately is responsible for fair value
determinations under the Investment Company Act and satisfies its responsibility through the oversight of the
valuation designee in accordance with Rule 2a-5.

The Fund’s investments will be valued at fair value in a manner consistent with GAAP. Fair value is the
price that would be received from the sale of an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Where available, fair value is based on observable market
prices or parameters, or derived from such prices or parameters. Where observable prices or inputs are not
available, valuation models are applied. These valuation techniques involve some level of management
estimation and judgment, the degree of which is dependent on the price transparency for the instruments or
market and the instruments’ complexity for disclosure purposes.

There is no single standard for determining fair value in good faith. As a result, determining fair value
requires that judgment be applied to the specific facts and circumstances of each investment while employing a
valuation process that is consistently followed. Determinations of fair value involve subjective judgments and
estimates.
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Independent Valuation Advisor

The Board, including a majority of the independent directors, has appointed an independent valuation
advisor (the “Independent Valuation Advisor”) to provide valuation services to the Fund in respect of the Fund’s
investments in real estate debt (e.g., mortgage loans and mezzanine loans) and real property (e.g., direct
investments in real property and interests in private holding vehicles of real property), which do not have reliable
readily available market prices. The Independent Valuation Advisor, subject to the oversight of the Adviser in its
capacity as valuation designee of the Fund, is responsible for providing valuations of these investments, as well
as coordinating third-party appraisals of the Fund’s real properties on a periodic basis. The Adviser, in its
capacity as valuation designee of the Fund, with the approval of the Board, including a majority of the
independent directors, may change the Independent Valuation Advisor or engage additional independent
valuation advisors in the future.

With the approval of the Board, including a majority of our independent directors, the valuation process of
the Fund’s investments in real estate debt (e.g., mortgage loans and mezzanine loans) and real property (e.g.,
direct investments in real property and interests in private holding vehicles of real property), which do not have
reliable readily available market prices, is managed by our Independent Valuation Advisor, Altus, and overseen
by our Adviser and ultimately our Board. The Independent Valuation Advisor, a leading global valuation
advisory firm, is engaged in the business of rendering opinions regarding the value of commercial real estate
properties and real estate debt, and is not affiliated with us or the Adviser. The compensation we pay to the
Independent Valuation Advisor is based on the number of properties and investments appraised, and is not based
on the estimated values of such properties. The Adviser, with the approval of the Board, including a majority of
our independent directors, may engage additional independent valuation advisors in the future as our portfolio
grows and diversifies globally. While the Independent Valuation Advisor provides valuations of our real property
investments and certain real estate debt investments, it is not responsible for, and does not calculate, our daily
NAV.

The Independent Valuation Advisor has provided, and is expected to continue to provide, real estate
valuation advisory services to other funds managed by the Adviser and its affiliates, and has received, and is
expected to continue to receive, fees in connection with such services. The Independent Valuation Advisor and
its affiliates may from time to time in the future perform other commercial real estate and financial advisory
services for other funds managed by the Adviser and its affiliates, so long as such other services do not adversely
affect the independence of the Independent Valuation Advisor as certified in the applicable appraisal report.

At least annually, the Adviser will review the appropriateness of these policies and procedures and will
recommend any proposed changes to the Board. From time to time, the Board, on the recommendation of the
Adviser, may adopt changes to the policies and procedures if they determine that such changes are likely to result
in a more accurate reflection of estimated fair value.

Valuation of Investments

The Fund’s investments in securities for which market quotations are readily available will be valued using
the market value of such securities. Under Rule 2a-5, a market quotation is readily available when it is a quoted
price (unadjusted) in active markets for identical instruments that the Fund can access at the measurement date,
provided that such a quotation is not considered to be readily available if it is not reliable.

The Fund’s investments in other securities and assets, including but not limited to real estate debt and real
property, will be valued at fair value as determined in good faith and in a manner consistent with GAAP,
including ASC Topic 820.

Investments with Reliable Readily Available Market Prices (Level 1)

The Adviser will use reliable market quotations to value the Fund’s investments when such market
quotations are in active markets and readily available. An active market is defined as a market in which
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transactions for the asset or liability occur with sufficient pricing information on an ongoing basis. The Adviser
will value exchange-listed securities of REITs or other issuers using the most recent closing public market price.
These will generally be “Level 1 assets in the Fund’s fair value hierarchy.

Investments without Reliable Readily Available Market Prices (Levels 2 and 3)
Fair value of our investments that do not have reliable readily available market prices will be determined as

described below.

Unlisted Real Estate Securities

In those instances where “Level 1” market quotations are not available, the Adviser may utilize prices that
rely on inputs that are observable for the asset or liability, either directly or indirectly (“Level 2” inputs). The
Adviser will generally value real estate-related securities or other securities that are not listed on an exchange,
but that have an observable secondary trading market through which pricing inputs are available through pricing
services or broker-dealer quotations, at prices obtained from one or more third-party pricing services or, if no
such third-party pricing service is available, quotations from two or more broker dealers, if available and as
determined by the Adviser in accordance with the valuation guidelines adopted by our Board. In the event that
quotations from at least two broker-dealers are unavailable, the security will be valued as an asset without a
reliable readily available market price, as described below.

Real Property Investments

Real property investments are valued as “Level 3” assets (i.e., where Level 1 or 2 inputs are not available).
Subject to the Adviser’s oversight, the Independent Valuation Advisor will administer the real property valuation
process for the Fund and will select (subject to the Adviser’s approval) and manage the process associated with
third-party appraisal firms with respect to the valuation of the Fund’s real property investments. On a monthly
basis, the Adviser and the Independent Valuation Advisor will determine an accrual schedule for the daily value
of each real property based on an estimated month-end value for the property. The Independent Valuation
Advisor will provide valuations for each real property investment (except for investments that are still valued at
cost as provided below) that, with oversight from the Adviser, will be used by the Fund absent a pricing
challenge from the Adviser.

For the first 45 days after acquisition, investments in newly acquired properties will initially be valued at
cost. Except for single family rental properties, each property will then be valued by an independent third-party
appraisal firm within the first six months of acquisition and no less frequently than annually thereafter. Upon
conclusion of the appraisal, the independent third-party appraisal firm prepares a written report. Each third-party
appraisal and review by the Independent Valuation Advisor is performed in accordance with the Uniform
Standards of Professional Appraisal Practice, the requirements of the Code of Professional Ethics and Standards
of Professional Appraisal Practice of the Appraisal Institute, the Valuation Professional Standards of the Royal
Institution of Chartered Surveyors, and the International Valuation Standards, published by the International
Valuation Standards Council. Any appraisal provided by an independent third-party appraisal firm will not be
used in the valuation of the applicable property until the Adviser and Independent Valuation Advisor have
reviewed and confirmed for reasonableness such appraisal.

Except for single family rental properties, each asset will be appraised by a third-party appraiser other than
the Independent Valuation Advisor once per year. Each month the Independent Valuation Advisor (or, in the case
of certain assets located outside of the United States, a valuation firm designated by the Independent Valuation

Advisor and approved by the Adviser) will value the remaining real properties that are not being appraised
by a third-party appraiser that month.
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Single family rental properties that have been acquired leased will be valued by the Independent Valuation
Advisor each month following the first 45 days after acquisition. Single family rental properties that have been
acquired vacant will be valued at cost until 45 days following the date the property is leased or the later of (a) 45
days following the date the property completes renovations or (b) three months after the acquisition date, and
thereafter will be valued by the Independent Valuation Advisor each month.

In addition, the Adviser will regularly monitor the Fund’s real property investments for events that the
Adpviser believes may have a material impact on the most recent estimated values of such real property
investments, and coordinate with the Independent Valuation Advisor to incorporate the impact of those events in
estimated fair values, as needed. Possible examples of such a material change include an unexpected termination
or renewal of a material lease, a material change in vacancies, an unanticipated structural or environmental event
at a property, capital market events, recent financial results or changes in the capital structure of the property,
material changes in cap rates or discount rates, any regulatory changes that affect the investment, or a significant
industry event or adjustment to the industry outlook that may cause the value of the Fund’s real property to
change materially. Upon the occurrence of such a material event and provided that the Adviser is aware that such
event has occurred, the Adviser will promptly notify the Independent Valuation Advisor and request that the
Independent Valuation Advisor promptly provide an interim valuation adjustment. The Adviser will also
periodically set and monitor certain macro level guidelines communicated to the Board from time to time, which
may be based on threshold changes to certain indices or other market benchmarks and, if triggered, would cause
the Adviser to review the Fund’s real property for potential valuation adjustments.

In addition to interim valuation adjustments, the Independent Valuation Advisor, at its discretion, may
perform an interim appraisal to confirm the estimated property value that was previously communicated to the
Adviser. The Adviser will instruct the Independent Valuation Advisor to perform any such interim valuation
adjustments or interim appraisals as soon as practicable after a determination by the Adviser or the Independent
Valuation Advisor, respectively, that a material change has occurred, provided that the financial effects of such
change are quantifiable by the Independent Valuation Advisor. However, rapidly changing market conditions or
material events may not be immediately reflected in our daily NAV. The resulting potential disparity in our NAV
may inure to the benefit of stockholders whose shares are repurchased or new purchasers of our Common Stock,
depending on whether our published NAV per share for such class is overstated or understated.

The Independent Valuation Adviser will value the Fund’s real properties (including single family rental
properties) using the valuation methodology it deems most appropriate and consistent with industry best practices
and market conditions. The Adviser expects the primary methodology used to value the Fund’s real properties
will be the income approach, whereby value is derived by determining the present value of an asset’s stream of
future cash flows (for example, discounted cash flow analysis). Income related to each property will be accrued
on the basis of data extracted from (1) the annual budget for such property and (2) material, unbudgeted
non-recurring income and expense events such as capital expenditures, prepayment penalties, assumption fees,
tenant buyouts, lease termination fees and tenant turnover with respect to such property when the Adviser
becomes aware of such events and the relevant information is available. Consistent with industry practices, the
income approach incorporates subjective judgments regarding comparable rental and operating expense data, the
capitalization or discount rate and projections of future rent and expenses based on appropriate evidence. Other
methodologies that may also be used to value properties include sales comparisons and replacement cost
approaches. Under the sales comparison approach, the Independent Valuation Advisor or the third-party
appraiser, as applicable, develops an opinion of value by comparing the subject property to similar, recently sold
properties in the surrounding or competing area. For portfolios of properties, the sales comparison approach
could include a portfolio premium or portfolio discount, as applicable. The replacement cost approach relies on
the principle of substitution, which holds that when a property is replaceable in the market, its value tends to be
set at the cost of acquiring an equally desirable substitute property, assuming that no costly delay is encountered
in making the substitution.

Real estate appraisals are reported on a free and clear basis, excluding any property-level indebtedness that
may be in place. Fund level and property level debt is and will be valued separately in accordance with GAAP.

126



Properties held through joint ventures will be valued in a manner that is consistent with the methods
described above. Once the value of a property held by the joint venture is determined and the Fund determines
the fair value of any other assets and liabilities of the joint venture, the value of the Fund’s interest in the joint
venture would then be determined by the Adviser using the value that would be received upon the current sale of
the Fund’s interest in the joint venture or paid to transfer the Fund’s interest in the joint venture in an orderly
transaction between market participants at the measurement date.

Real Estate Debt and Other Debt Investments

Subject to the Adviser’s oversight, the Independent Valuation Advisor will also administer the valuation
process for the Fund’s investments in real estate debt (such as mortgage loans and mezzanine loans) and other
debt investments that do not have reliable readily available market prices on a daily basis. The Independent
Valuation Advisor will provide valuations for each investment in real estate debt and other debt investments
(except for investments that are still valued at cost as provided below) that, with oversight from the Adviser, will
be used by the Fund absent a pricing challenge from the Adviser.

For the first 45 days after acquisition, the initial value of the Fund’s investments in real estate debt and other
debt investments will generally be the acquisition or origination price of such instrument. The Independent
Valuation Advisor will determine subsequent revaluations of such loans and other debt instruments by
considering, among other factors, the changes in value of the underlying real estate or other collateral, with
anticipated sale proceeds (estimated cash flows) discounted to their present value using a discount rate based on
current market rates. The Independent Valuation Advisor will value each debt investment at least monthly. The
Adviser will regularly monitor events intra-month that may affect the values of the Fund’s real estate debt or
other debt, and coordinate with the Independent Valuation Advisor to incorporate the impact of those events in
estimated fair values, as needed.

Real Estate-Related Securities and Other Securities

Real estate-related securities (such as mortgage-backed securities) and other securities that do not have
reliable readily available market prices (including because of a lack of two or more broker-dealer quotations) will
be valued as “Level 3” assets by one or more of the third-party pricing services, or, if a third-party pricing service
is not able to value the security, by the Adviser in good faith. Where such securities have a single broker-dealer
quotation, the third-party pricing services (or the Adviser) will consider such quotation in determining estimated
fair value.

Shareholder Priority Plan

On June 4, 2024, KAA, an affiliate of the Adviser, contractually committed to the Fund to continue to hold
approximately 7,732,436 of Class I Shares currently owned by KAA, representing approximately $200 million
based on the Fund’s NAYV as of May 28, 2024, through June 1, 2027 and, to the extent necessary, contribute such
shares to the Fund to support a NAV per share of $27.00 on June 1, 2027. If on June 1, 2027 the Fund’s NAV per
share is less than $27.00 per share for any share class, KAA will contribute to the Fund as many of the Support
Shares as are required, up to the maximum number of Support Shares, to reduce the number of outstanding
shares and increase the NAV per share for each class of the Fund’s shares up to $27.00 per share. If the Fund’s
NAYV per share for any class on June 1, 2027 is less than $27.00 per share and the contribution of all of the
Support Shares is not sufficient to cause the NAV per share for each class to equal $27.00 per share, KAA will
contribute all such Support Shares to support the Fund’s NAV per share on such date. While the Shareholder
Priority Plan is a contractual obligation to support the Fund’s NAV per share, there is no guarantee that the
contribution of the Support Shares will be sufficient to achieve a $27.00 per share NAV on June 1, 2027. For the
avoidance of doubt, KAA is not obligated to contribute any of the Support Shares prior to June 1, 2027, and
KAA is not obligated to contribute any of the Support Shares if the NAV per share for each class equals or
exceeds $27.00 per share on June 1, 2027.
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DISTRIBUTIONS

Beginning with the end of the Fund’s first full calendar month of operations after the date of this prospectus,
the Fund has sought and will seek to continue to pay consistent monthly distributions at an attractive distribution
yield to stockholders of record. The Fund intends to accrue and declare distributions daily and distribute them on
a monthly basis. However, there can be no guarantee that the Fund will pay monthly distributions consistently or
at all. In addition, the Fund intends to distribute any net capital gains it earns from the sale of portfolio securities
to stockholders no less frequently than annually. Net short-term capital gain distributions may be paid more
frequently. The Fund intends to make distributions necessary to maintain its qualification as a REIT.

Cash distributions to holders of our Common Stock will automatically be reinvested under the DRIP in
additional whole and fractional shares unless such holders elect to receive distributions in cash. Holders may
terminate their participation in the DRIP with prior written notice to us. Under the DRIP, stockholders’
distributions are reinvested in Common Stock of the same class of Common Stock owned by the stockholder for
a purchase price equal to the NAV per share (for the class of Common Stock being purchased) on the date that
the distribution is paid. See “Distribution Reinvestment Plan.”

If, for any monthly distribution, net investment income and net realized gains were less than the amount of
the distribution, the difference may be distributed from the Fund’s assets in the form of a return of capital which
is applied against and reduces the stockholder’s basis in his or her Common Stock. A “return of capital” merely
represents a partial return of your original investment and does not represent a gain on the Fund’s investments.
When you sell your Common Stock in the Fund, the amount, if any, by which your sales price exceeds your basis
in the Common Stock is gain subject to tax. Because a return of capital reduces your basis in the Common Stock,
it will increase the amount of your gain or decrease the amount of your loss when you sell the Common Stock, all
other things being equal. To the extent that the amount of any such distribution exceeds the stockholder’s basis in
his or her Common Stock, the excess will be treated by the stockholder as gain from a sale or exchange of the
Common Stock. As a result, you may be required to pay tax even if selling your investment in the Common
Stock at a loss. In addition, in order to make such distributions, the Fund might have to sell a portion of its
investment portfolio at a time when independent investment judgment might not dictate such action. The Fund’s
final distribution for each calendar year may include any remaining net investment income and net realized gains
undistributed during the year. The Fund’s actual financial performance will likely vary significantly from
month-to-month and from year-to-year, and there may be extended periods of up to several years when the
distribution rate will exceed the Fund’s actual total returns. The Fund’s projected or actual distribution rate is not
a prediction of what the Fund’s actual total returns will be over any specific future period.

Various factors will affect the level of the Fund’s income, including the asset mix, the leases on the Fund’s
real estate investments and the amount of leverage utilized by the Fund. To permit the Fund to maintain a more
stable monthly distribution, the Fund may from time to time distribute less than the entire amount of income
earned in a particular period. The undistributed income would be available to supplement future distributions. As
a result, the distributions paid by the Fund for any particular month may be more or less than the amount of
income actually earned by the Fund during that period. Undistributed income will add to the Fund’s NAV and,
correspondingly, distributions from undistributed income will reduce the Fund’s NAV.

In order to qualify as a REIT, the Fund is required to distribute to its stockholders each year an amount
equal to at least (a) the sum of (i) 90% of the Fund’s “REIT taxable income” (computed without regard to its
dividends-paid deduction and excluding net capital gains) and (ii) the Fund’s net income, if any, (after tax) from
foreclosure property, minus (b) the sum of specified items of non-cash income. To the extent that the Fund
distributes less than 100% of its “REIT taxable income,” as adjusted, the Fund will be subject to tax at the regular
corporate tax rates on the retained portion. If the Fund fails to distribute during each calendar year at least the
sum of: (i) 85% of the Fund’s REIT ordinary income for such year; (ii) 95% of the Fund’s REIT capital gain net
income for such year; and (iii) any undistributed taxable income from prior periods, the Fund would be subject to
a 4% excise tax on the excess of such required distribution over the sum of (a) the amounts actually distributed
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and (b) the amounts of income retained on which it has paid corporate income tax. The Fund intends to make
timely distributions sufficient to satisfy the REIT qualification requirements and, when possible, to avoid
material income and excise taxes.

Section 19(b) of the Investment Company Act and Rule 19b-1 thereunder generally limit the Fund to one
long-term capital gain distribution per year, subject to certain exceptions. For purposes of declaring and paying
distributions, the Fund will determine its monthly net investment income to distribute in accordance with GAAP,
which may differ from income tax regulations. For tax purposes, a distribution that for purposes of GAAP is
composed of return of capital and net investment income may be subsequently re-characterized to also include
capital gains. Stockholders will be informed of the tax characteristics of any distributions after the close of the
Fund’s fiscal year.
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DISTRIBUTION REINVESTMENT PLAN

Pursuant to the DRIP, income dividends and/or capital gain distributions to stockholders will automatically
be reinvested in additional shares of Common Stock by SS&C Global Investor & Distribution Solutions, Inc. (the
“DRIP Administrator”) unless a stockholder elects to receive cash. A stockholder may terminate participation in
the DRIP at any time by notifying the DRIP Administrator before the record date of the next distribution by
telephone at (855) 844-8655 or in writing to SS&C Global Investor & Distribution Solutions, Inc., PO Box
219302, Kansas City, MO 64121-9302. Stockholders whose shares of Common Stock are held in the name of a
broker or other nominee and who wish to elect to receive any dividends and distributions in cash must contact
their broker or nominee. All distributions to stockholders who do not participate in the DRIP, or have elected to
terminate their participation in the DRIP, are paid by wire or check mailed directly to the record holder by or
under the direction of the DRIP Administrator when the Board declares a distribution.

The DRIP Administrator maintains all stockholder accounts in the DRIP and furnishes written confirmations
of all transactions in the account, including information needed by stockholders for tax records. Shares in the
account of each DRIP participant are held by the DRIP Administrator in non-certificated form in the name of the
participant, and each stockholder’s proxy includes Common Stock purchased pursuant to the DRIP. The DRIP
Administrator will forward all proxy solicitation materials to participants and vote proxies for Common Stock
held under the DRIP in accordance with the instructions of the participants.

There is no charge to participants for reinvesting regular distributions and capital gains distributions;
however, the Fund reserves the right to amend the DRIP to include a service charge payable by the participants.
The fees of the DRIP Administrator for handling the reinvestment of regular distributions and capital gains
distributions are included in the fee to be paid by us to our transfer agent. There are no brokerage charges with
respect to Common Stock issued directly by us as a result of regular distributions or capital gains distributions
payable either in Common Stock or in cash.

The automatic reinvestment of such dividends or distributions does not relieve participants of any income
tax that may be payable on such dividends or distributions. See “Certain U.S. Federal Income Tax
Considerations.”

The Fund reserves the right to amend or terminate the DRIP at any time. Any expenses of the DRIP will be
borne by the Fund. All correspondence or questions concerning the DRIP should be directed to SS&C Global
Investor & Distribution Solutions, Inc.

For direct stockholders, if you elect to receive distributions and/or capital gains paid in cash, and the U.S.
Postal Service cannot deliver the check, or if a check remains outstanding for six months, the Fund reserves the
right to reinvest the distribution check in your account, at the Fund’s current NAV, and to reinvest all subsequent
distributions. Stockholders that are investors through a financial intermediary should contact their Selling Agent
directly.
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DESCRIPTION OF SHARES

The following description of the terms of the stock of the Fund is only a summary. For a complete
description, please refer to the Maryland General Corporation Law (the “MGCL”), and the Fund’s charter and
bylaws. The Fund’s charter and bylaws are exhibits to the Fund’s registration statement, of which this prospectus
forms a part.

The Fund’s authorized stock consists of 500,000,000 shares of common stock, par value $0.001 per share.
Of the total shares of stock authorized, 100,000,000 are designated as Class S Shares, 100,000,000 are designated
as Class T shares of Common Stock, 100,000,000 are designated as Class D Shares, 100,000,000 are designated
as Class U Shares, and 100,000,000 are designated as Class I Shares. Class S Shares, Class D Shares, Class U
Shares and Class I Shares are available for purchase.

There is currently no market for the Fund’s shares, and the Fund does not expect that a market for its shares
will develop in the foreseeable future, if ever. A majority of the entire Board may, without any action by the
stockholders, amend the charter from time to time to increase or decrease the aggregate number of shares of
stock or the number of shares of stock of any class or series that the Fund has authority to issue. Under Maryland
law, the Fund’s stockholders generally will not be personally liable for the Fund’s debts or obligations.

Shares of Common Stock
General

All shares of Common Stock offered pursuant to this prospectus will be, upon issuance, duly authorized,
fully paid and nonassessable. The Fund currently offers four classes of its shares of Common Stock on a
continuous basis: Class S Shares, Class D Shares, Class U Shares and Class I Shares. An investment in any share
class of the Fund represents an investment in the same assets of the Fund. Each share class has different fees, as
set forth in “Summary of Fund Expenses.” Certain share class details are set forth in “Plan of Distribution.”
Common stockholders are entitled to receive distributions when, as and if authorized by the Board and declared
by the Fund out of assets legally available for the payment of distributions. Common stockholders have no
preference, conversion (except as provided in any multiple class plan adopted by the Fund), exchange or sinking
fund rights, have no redemption rights at the option of the stockholder, have no preemptive rights to subscribe for
any of the Fund’s securities and have no appraisal rights unless the Board determines that appraisal rights apply,
with respect to all or any classes of the Fund’s stock, to one or more transactions occurring after the date of such
determination in connection with which common stockholders would otherwise be entitled to exercise appraisal
rights. All shares of Common Stock have equal earnings, assets, distribution, liquidation and other rights except
as provided in the charter and any multiple class plan adopted by the Fund. Stockholders are subject to transfer
restrictions and there is no guarantee that they will be able to sell their shares. See “Certain Provisions in the
Charter and Bylaws—Transfer Restrictions” below.

Distributions

Distributions may be paid to common stockholders if, as and when authorized by the Board and declared by
the Fund out of assets legally available therefor. The amount of dividends and other distributions may vary
among the classes of Common Stock based on their NAV per share and differing fees and other expenses.

The Fund does not have any shares of Preferred Stock authorized or outstanding as of the date of this
prospectus. If in the future any shares of Preferred Stock are authorized and outstanding, common stockholders
generally will not be entitled to receive any distributions from the Fund unless (1) the Fund has paid all
accumulated dividends on the Preferred Stock, (2) the Fund has redeemed the full number of shares of Preferred
Stock required to be redeemed by any provision for mandatory redemption of such Preferred Stock,

(3) immediately after such a distribution, the Fund has an asset coverage of at least 200%, (4) the assets in the

131



Fund’s portfolio meet any asset coverage requirements set forth by the Fund’s lenders or any applicable
nationally recognized statistical rating organization (“NRSRO”), in each case, after giving effect to such a
distribution and (5) there is no event of default existing under the terms of any of the Fund’s borrowings, in each
case, after giving effect to such distributions.

So long as senior securities representing indebtedness of the Fund are outstanding, stockholders generally
will not be entitled to receive any distributions from the Fund unless (1) there is no event of default existing
under the terms of such indebtedness, (2) immediately after such a distribution, the Fund has an asset coverage of
at least 300% and (3) the assets in the Fund’s portfolio meet any asset coverage requirements set forth by the
Fund’s lenders or any applicable NRSRO, in each case, after giving effect to such a distribution.

Liquidation Rights

The Fund’s stockholders are entitled to the then-current NAV per share of the assets legally available for
distribution to the Fund’s stockholders in the event of the liquidation, dissolution or winding up of the Fund, 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.

Voting Rights

Each outstanding share of Common Stock generally entitles the holder to cast one vote on all matters
submitted to a vote of the Fund’s stockholders, including the election of directors. The presence in person or by
proxy of stockholders entitled to cast a majority of all the votes entitled to be cast (without regard to class) at a
meeting of the Fund’s stockholders constitutes a quorum at the meeting, unless applicable law or regulatory
requirements or the Fund’s charter require a separate vote of one or more classes of the Fund’s stock, in which
case the presence in person or by proxy of the stockholders entitled to cast a majority of all the votes entitled to
be cast by stockholders of each such class of stock on such a matter will constitute a quorum.

There is no cumulative voting in the election of directors. Consequently, at any meeting of the Fund’s
stockholders called for the purpose of electing directors, the holders of a majority of the outstanding shares of
Common Stock entitled to vote will be able to elect all of the directors, except that holders of a majority of the
outstanding shares of Preferred Stock, if any, will have the right, voting as a separate class, to elect two directors
at all times.

Mandatory Redemptions

Shares of Common Stock are not redeemable at the option of a stockholder. Subject to the Investment
Company Act, shares of Common Stock are redeemable at the option of the Fund without consent or other action
by the stockholder or other person if the Fund determines that:

» the Common Stock has been transferred in violation of the Fund’s charter or bylaws, or has vested in
any person other than by operation of law as a result of the death, divorce, dissolution, bankruptcy,
insolvency or adjudicated incompetence of the stockholder;

» ownership of the Common Stock by a stockholder or other person is likely to cause the Fund to be in
violation of, or require registration of the Common Stock under, or subject the Fund to additional
registration or regulation under, the securities, commodities, or other laws of the U.S. or any other
relevant jurisdiction;

» continued ownership of the Common Stock by a stockholder may be harmful or injurious to the
business or reputation of the Fund, the Board, KKR or any of their affiliates, or may subject the Fund
or any stockholder to an undue risk of adverse tax or other fiscal or regulatory consequences;

132



» any of the representations and warranties made by a stockholder or other person in connection with the
acquisition of Common Stock were not true when made or have ceased to be true; or

« with respect to a stockholder subject to special laws or compliance requirements, such as those
imposed by the Special Laws or Regulations, the stockholder is likely to be subject to additional
regulatory or compliance requirements under these Special Laws or Regulations by virtue of continuing
to hold any Common Stock.

Shares of Common Stock will be redeemed at the NAV per share of the class of Common Stock being redeemed.

Preferred Stock

The Fund’s charter authorizes the Board to classify and reclassify any unissued shares of Common Stock
into shares of other classes or series of stock, including Preferred Stock, without the approval of common
stockholders. Common stockholders have no preemptive right to purchase any shares of Preferred Stock that the
Fund may issue. As of the date of this prospectus, the Fund had no Preferred Stock authorized or outstanding.
The Fund may elect to issue Preferred Stock in the future as part of a leveraging strategy.

Prior to the issuance of shares of any class or series, the Board is required by Maryland law and by the
Fund’s charter to set the preferences, conversion and other rights, voting powers, restrictions, limitations as to
dividends and other distributions, qualifications and terms and conditions of redemption of each such class or
series. Thus, the Board could authorize the Fund to issue shares of Preferred Stock with terms that could have the
effect of delaying, deferring or preventing a transaction or a change in control that might involve a premium
price for common stockholders or otherwise be in their best interests. Any issuance of Preferred Stock, however,
must comply with the requirements of the Investment Company Act. If the Fund elects to issue Preferred Stock
(and/or notes or other debt securities), its ability to make distributions to its common stockholders may be limited
by the terms of such Preferred Stock or debt securities, the asset coverage requirements and other limitations
imposed by the Investment Company Act, Maryland law and the Fund’s lenders.

Under the Investment Company Act, holders of the Preferred Stock would be entitled to elect two directors
of the Fund at all times and to elect a majority of the Fund’s directors if at any time accrued dividends on the
Preferred Stock are unpaid in an amount equal to two full years’ dividends. Holders of the Preferred Stock would
continue to have the right to elect a majority of the Fund’s directors until all dividends in arrears on the Preferred
Stock have been paid. In addition, holders of the Preferred Stock would also be entitled to vote separately as a
class on certain matters, which may at times give holders of Preferred Stock disproportionate influence over the
Fund’s affairs.

Uncertificated Shares; Transfer Agent

The Fund does not issue certificates for shares of its Common Stock. Shares of the Common Stock are held
in “uncertificated” form, which will eliminate the physical handling and safekeeping responsibilities inherent in
owning transferable share certificates and eliminate the need to return a duly executed share certificate to effect a
transfer. The Transfer Agent acts as the Fund’s registrar and as the Transfer Agent for shares of the Common
Stock. With respect to shares held by a financial intermediary on behalf of an investor, the financial intermediary
will be responsible for the functions of the registrar and transfer agent. Transfers can be effected simply by
mailing a transfer and assignment form, which the Fund will provide to you at no charge, to the Transfer Agent.
See “Custodian and Transfer Agent.”
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Outstanding Securities

The following table sets forth information about the Fund’s outstanding shares of Common Stock as of
February 28, 2026:

Amount Held
by the Fund
Amount for its Own Amount

Title of Class Authorized Account Outstanding
ClassIShares........................ 100,000,000 None 34,901,138.91
ClassDShares ....................... 100,000,000 None 7,262.19
ClassSShares ....................... 100,000,000 None 1,817.45
ClassUShares ....................... 100,000,000 None 27,389,284.02
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CERTAIN PROVISIONS IN THE CHARTER AND BYLAWS

Election of Directors

As permitted by the MGCL, the Fund’s bylaws provide that the Fund is not required to hold an annual
meeting of stockholders in any year in which the election of directors is not required to be acted on under the
Investment Company Act. Accordingly, the Fund will not hold an annual meeting of stockholders each year and
directors will be elected to serve an indefinite term between annual meetings of stockholders. The Fund’s bylaws
provide that a director is elected by a plurality of all the votes cast at a meeting of stockholders at which a
quorum is present. Pursuant to the Fund’s charter and bylaws, the Board may amend the bylaws from time to
time to alter the vote required to elect a director.

Number of Directors; Vacancies; Removal

The Fund’s charter provides that the number of directors shall be seven, which number may be increased or
decreased only by the Board in accordance with the Fund’s charter or bylaws. The Fund’s bylaws provide that a
majority of the entire Board may at any time increase or decrease the number of directors. However, the number
of directors cannot be less than the minimum number required by the MGCL, which is one, or, unless the Fund’s
bylaws are amended, more than fifteen.

Except as may be provided by the Board in setting the terms of any class or series of Preferred Stock or
required by the Investment Company Act, any vacancy on the Board for any cause other than an increase in the
number of directors may be filled by a majority of the remaining directors, even if such majority is less than a
quorum, any vacancy in the number of directors created by an increase in the number of directors may be filled
by a majority of the entire Board, and any director elected to fill a vacancy shall serve until the next annual
meeting of stockholders and until his or her successor is duly elected and qualifies.

The Fund’s charter provides that, subject to the rights of holders of Preferred Stock, a director may be
removed only for cause, as defined in the charter, and then only by the affirmative vote of at least two-thirds of
the votes entitled to be cast generally in the election of directors.

Action by Stockholders

Under the MGCL, stockholder action can be taken only at an annual or special meeting of stockholders or,
unless the charter provides for stockholder action by less than unanimous written consent (which the Fund’s
charter does not), by unanimous written consent in lieu of a meeting. These provisions, combined with the
requirements of the Fund’s bylaws regarding the calling of a stockholder-requested special meeting of
stockholders discussed below, may have the effect of delaying consideration of a stockholder proposal until the
next annual meeting of stockholders.

Advance Notice Provisions for Stockholder Nominations and Stockholder Proposals

The Fund’s bylaws provide that, with respect to an annual meeting of stockholders, the nomination of
individuals for election as directors and the proposal of other business to be considered by the Fund’s
stockholders may be made only (1) pursuant to the Fund’s notice of the meeting, (2) by or at the direction of the
Board or (3) by a stockholder who is a stockholder of record at the record date set by the Board for the purpose of
determining stockholders entitled to vote at the annual meeting, at the time the stockholder provides the notice
required by the Fund’s bylaws and at the time of the annual meeting (and any postponement or adjournment
thereof), who is entitled to vote at the meeting in the election of each individual so nominated or on such other
business and who has complied with the advance notice requirements of, and provided the information required
by, the Fund’s bylaws. With respect to special meetings of the Fund’s stockholders, only the business specified in
the notice of the meeting may be brought before the meeting. Nominations of individuals for election as directors
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at a special meeting of stockholders at which directors are to be elected may be made only (i) by or at the
direction of the Board or (ii) if the special meeting has been called in accordance with the Fund’s bylaws for the
purpose of electing directors, by any stockholder who is a stockholder of record at the record date set by the
Board for the purpose of determining stockholders entitled to vote at the special meeting, at the time the
stockholder provides the notice required by the Fund’s bylaws and at the time of the special meeting (and any
postponement or adjournment thereof), who is entitled to vote at the meeting in the election of each individual so
nominated and who has complied with the advance notice requirements of, and provided the information required
by, the Fund’s bylaws.

Calling of Special Meetings of Stockholders

The Fund’s bylaws provide that special meetings of the Fund’s stockholders may be called by the Board, the
chairman of the Board and certain of the Fund’s officers. The Fund’s bylaws also provide that, subject to the
satisfaction of certain procedural and informational requirements by the stockholders requesting the meeting, a
special meeting of stockholders must be called by the secretary of the Fund to act on any matter that may
properly be considered at a meeting of stockholders upon the written request of stockholders entitled to cast not
less than a majority of all the votes entitled to be cast on such matter at such meeting. The Fund’s secretary will
inform the requesting stockholders of the reasonably estimated cost of preparing and mailing the notice of
meeting (including the Fund’s proxy materials), and the requesting stockholders must pay the estimated cost
before the secretary may prepare and mail notice of the special meeting.

Approval of Extraordinary Corporate Action; Amendment of the Fund’s Charter and Bylaws

Under Maryland law, a Maryland corporation generally cannot dissolve, amend its charter, merge,
consolidate, convert into another form of business entity, sell all or substantially all of its assets or engage in a
statutory share exchange unless approved by the affirmative vote of stockholders entitled to cast at least
two-thirds of the votes entitled to be cast on the matter. However, a Maryland corporation may provide in its
charter for approval of these matters by a lesser percentage, but not less than a majority of all of the votes entitled
to be cast on the matter.

The Fund’s charter generally provides, except for provisions related to removal of directors and as set forth
below, for approval of charter amendments and other extraordinary transactions by the affirmative vote of
stockholders entitled to cast a majority of all the votes entitled to be cast on the matter. The Fund’s charter
provides that the following matters require the approval of stockholders entitled to cast at least 80% of the votes
entitled to be cast generally in the election of directors:

» amendments to the provisions of the Fund’s charter relating to the power of the Board to fix the
number of directors, remove directors, fill vacancies on the Board, revoke our REIT election and
amend the bylaws or the restrictions on ownership and transfer of shares of stock;

» charter amendments or any other proposal that would convert the Fund, whether by merger or
otherwise, from a closed-end company to an open-end company (under the Investment Company Act)
or make the Common Stock a redeemable security (within the meaning of the Investment Company
Act);

» the liquidation or dissolution of the Fund or charter amendments to effect the liquidation or dissolution
of the Fund;

* amendments to the provisions of the Fund’s charter relating to the vote required to approve the
dissolution of the Fund, charter amendments and extraordinary transactions;

* any merger, consolidation, conversion, statutory share exchange or sale or exchange of all or
substantially all of the Fund’s assets that the MGCL requires be approved by the Fund’s stockholders;

* any sale, lease, exchange, mortgage, pledge, transfer or other disposition by the Fund (in one or a series
of transactions in any 12-month period) to or with any person or entity of assets of the Fund having an
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aggregate fair market value of $1,000,000 or more except for portfolio transactions (including sales of
portfolio investments or pledges of portfolio investments in connection with borrowings) effected by
the Fund in the ordinary course of business; or

* any transaction between the Fund, on the one hand, and any person or group of persons acting together
that is entitled to exercise or direct the exercise, or acquire the right to exercise or direct the exercise,
directly or indirectly (other than solely by virtue of a revocable proxy), of one-tenth or more of the
voting power in the election of directors generally, or any person controlling, controlled by or under
common control with any such person, or member of such group, on the other hand.

However, if such amendment, proposal or transaction is approved by at least three-quarters of the Fund’s
continuing directors (in addition to approval by the Board), the amendment, proposal or transaction may instead
be approved by the affirmative vote of the holders of a majority of the votes entitled to be cast on such
amendment, proposal or transaction described in this section, except that any amendment, proposal or transaction
that would not otherwise require stockholder approval under the MGCL or the Investment Company Act will not
require further stockholder approval unless another provision of the Fund’s charter or bylaws requires such
approval. The “continuing directors” are defined in the Fund’s charter as its current directors and directors whose
nomination for election by the Fund’s stockholders or whose election by the directors to fill a vacancy on the
Board is approved by a majority of the continuing directors serving on the Board.

The Fund’s charter and bylaws provide that the Board will have the exclusive power to adopt, alter or repeal
any provision of the Fund’s bylaws and to make new bylaws.

Transfer Restrictions

For the Fund to qualify as a REIT, no more than 50% in value of the outstanding shares of the Fund’s stock
may be owned, directly or indirectly through the application of certain attribution rules under the Code, by any
five or fewer individuals, as defined in the Code to include specified entities, during the last half of any taxable
year other than the Fund’s first taxable year. In addition, the outstanding shares of the Fund’s stock must be
owned by 100 or more persons independent of us and each other during at least 335 days of a 12-month taxable
year or during a proportionate part of a shorter taxable year, excluding the Fund’s first taxable year for which the
Fund elects to be taxed as a REIT. In addition, the Fund must meet requirements regarding the nature of the
Fund’s gross income to qualify as a REIT. One of these requirements is that at least 75% of the Fund’s gross
income for each calendar year must consist of rents from real property and income from other real property
investments.

To assist the Fund in preserving the Fund’s status as a REIT, among other purposes, the Fund’s charter
contains limitations on the transfer and ownership of shares of the Fund’s stock which prohibit: (i) any person or
group from owning or acquiring, directly, beneficially or constructively, more than 9.8% in value or number of
shares, whichever is more restrictive, of the aggregate of the Fund’s then outstanding shares of capital stock of all
classes and series or more than 9.8% in value or number of shares, whichever is more restrictive, of the aggregate
of the Fund’s then outstanding shares of Common Stock; (i) any person or group from owning or acquiring,
directly, beneficially or constructively, shares of the Fund’s stock to the extent such ownership would result in
the Fund’s being “closely held” within the meaning of Section 856(h) of the Code (without regard to whether the
ownership interest is held during the last half of a taxable year) or otherwise failing to qualify as a REIT; and
(iii) any transfer of or other event or transaction with respect to shares of capital stock that would result in the
beneficial ownership of the Fund’s outstanding shares of capital stock by fewer than 100 persons (determined
under the principles of Section 856(a)(5) of the Code). The Fund’s charter provides that any transfer of shares of
the Fund’s capital stock that, if effective, would result in a violation of the above restrictions, shall be
automatically void and the intended transferee shall acquire no rights in such shares of capital stock.

Any person who acquires or attempts or intends to acquire shares of the Fund’s capital stock in violation of
the foregoing restrictions is required to give immediate written notice to us of such event, or, in the case of such a
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proposed or attempted transaction, 15 days’ prior written notice prior to such purported transaction. In both
cases, such persons must provide to us such other information as we may request to determine the effect, if any,
of such event on the Fund’s status as a REIT.

The foregoing restrictions will continue to apply until the Board determines it is no longer in the Fund’s best
interest to attempt to, or to continue to, qualify as a REIT or that compliance with the restrictions is no longer
required for us to qualify as a REIT.

The ownership limits do not apply to a person or persons that the Board exempts from the ownership limit
upon appropriate assurances (including certain representations, covenants and undertakings from the intended
transferee) that the Fund’s qualification as a REIT is not jeopardized. In addition, our charter exempts KKR and
its affiliates from the Ownership Limit.

Every owner of 5% or more (or such lower percentage as required by the Code or the regulations
promulgated thereunder) in the number or value of the Fund’s outstanding stock is required, within 30 days after
the end of each taxable year, to give the Fund written notice stating his, her or its name and address, the number
of shares which the stockholder beneficially owns and a description of the manner in which the shares are held.
Each such owner shall provide the Fund with such additional information as the Fund may request in order to
determine the effect, if any, of the stockholder’s beneficial ownership on the Fund’s qualification as a REIT and
to ensure compliance with the restrictions noted above. In addition, each stockholder shall upon demand be
required to provide the Fund with such information as the Fund may request in order to determine the Fund’s
qualification as a REIT and to ensure compliance with the requirements of any taxing or governmental authority
and the Ownership Limit.

Exclusive Forum

The Fund’s bylaws provide that, unless the Fund consents in writing to the selection of an alternative forum,
the sole and exclusive forum for (a) any Internal Corporate Claim (as defined in the MGCL), (b) any derivative
action or proceeding brought on the Fund’s behalf, other than actions arising under federal securities laws,

(c) any action asserting a claim of breach of any duty owed by any director or officer or other employee of the
Fund to the Fund or to its stockholders, (d) any action asserting a claim against the Fund or any director or officer
or other employee of the Fund arising pursuant to any provision of the MGCL or the Fund’s charter or bylaws or
(e) any other action asserting a claim against the Fund or any director or officer or other employee of the Fund
that is governed by the internal affairs doctrine shall be the Supreme Court of the State of New York (New York
County) or the Circuit Court for Baltimore City, Maryland, or, if those courts do not have jurisdiction, the United
States District Courts for the Southern District of New York (Manhattan) or the United States District Court for
the District of Maryland, Northern Division.

The Fund’s bylaws further provide that, unless the Fund consents in writing to the selection of an alternative
forum, the federal district courts of the United States of America shall, to the fullest extent permitted by law, be
the sole and exclusive forum for the resolution of any complaint asserting a cause of action arising under the
Securities Act.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following summary describes certain of the material U.S. federal income tax considerations relating to
the ownership of our Common Stock as of the date hereof by U.S. holders and non-U.S. holders, each as defined
below. Except where noted, this summary deals only with Common Stock held as a capital asset and does not
deal with special situations, such as those of dealers in securities or currencies, financial institutions, regulated
investment companies, tax-exempt entities (except as described in “—Taxation of Tax-Exempt Holders of Our
Common Stock” below), insurance companies, persons holding Common Stock as a part of a hedging, integrated,
conversion or constructive sale transaction or a straddle, traders in securities that elect to use a mark-to-market
method of accounting for their securities holdings, persons liable for alternative minimum tax, persons who are
“foreign governments” within the meaning of Section 892 of the Code, investors in pass-through entities or U.S.
holders of Common Stock whose “functional currency” is not the U.S. dollar. Furthermore, the discussion below
is based upon the provisions of the Code and regulations, rulings and judicial decisions thereunder as of the date
hereof, and such authorities may be repealed, revoked or modified, possibly with retroactive effect, so as to result
in U.S. federal income tax consequences different from those discussed below. No ruling on the U.S. federal,
state, or local tax considerations relevant to our operation or to the purchase, ownership or disposition of our
Common Stock has been requested from the IRS or other tax authority. No assurance can be given that the IRS
would not assert, or that a court would not sustain, a position contrary to any of the tax consequences described
below. The summary is also based upon the assumption that we and our subsidiaries and affiliated entities will
operate in accordance with our and their applicable organizational documents.

The U.S. federal income tax treatment of holders of our Common Stock depends in some instances on
determinations of fact and interpretations of complex provisions of U.S. federal income tax law for which no
clear precedent or authority may be available. In addition, the tax consequences to any particular stockholder of
holding our Common Stock will depend on the stockholder’s particular tax circumstances. You are urged to
consult your own tax advisors concerning the U.S. federal income tax consequences in light of your particular
situation as well as consequences arising under the laws of any other taxing jurisdiction.

Our Taxation as a REIT

We elected to be taxed as a REIT under the Code commencing with our taxable year ended December 31,
2020. We believe that we have been organized and have operated and will continue to operate in such a manner
as to qualify for taxation as a REIT under the applicable provisions of the Code so long as the Board determines
that REIT qualification remains in our best interest. We have not received, and do not intend to seek, any rulings
from the IRS regarding our status as a REIT or our satisfaction of the REIT requirements. The IRS may
challenge our status as a REIT, and a court could sustain any such challenge. Our qualification and taxation as a
REIT depend upon our ability to meet on a continuing basis, through actual annual operating results, certain
qualification tests set forth in the U.S. federal tax laws. Those qualification tests involve the percentage of
income that we earn from specified sources, the percentage of our assets that falls within specified categories, the
diversity of the ownership of our shares, and the percentage of our taxable income that we distribute. No
assurance can be given that our actual results of operations for any particular taxable year will satisfy such
requirements. For a discussion of the tax consequences of our failure to qualify as a REIT, see “—Fuailure to

Qualify.”

The sections of the Code and the corresponding regulations that govern the U.S. federal income tax
treatment of a REIT and its stockholders are highly technical and complex. The following discussion is qualified
in its entirety by the applicable Code provisions, rules and regulations promulgated thereunder, and
administrative interpretations thereof.
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Taxation of REITSs in General

As indicated above, our qualification and taxation as a REIT depends upon our ability to meet, on a
continuing basis, various qualification requirements imposed upon REITs by the Code. The material qualification

requirements are summarized below under “—Requirements for Qualification as a REIT.” While we intend
to operate so that we qualify as a REIT, no assurance can be given that the IRS will not challenge our
qualification, or that we will be able to operate in accordance with the REIT requirements in the future. See
“—Failure to Qualify.”

Provided that we qualify as a REIT, generally we will be entitled to a deduction for dividends that we pay
and therefore will not be subject to U.S. federal corporate income tax on our net taxable income that is currently
distributed to our stockholders. This treatment substantially eliminates the “double taxation™ at the corporate and
stockholder levels that generally results from an investment in a C corporation (i.e., a corporation generally
subject to U.S. federal corporate income tax). Double taxation means taxation once at the corporate level when
income is earned and once again at the stockholder level when the income is distributed. In general, the income
that we generate, to the extent declared as a dividend and subsequently paid to our stockholders, is taxed only at
the stockholder level.

If we qualify as a REIT, we will nonetheless be subject to U.S. federal tax in the following circumstances:

*  We will pay U.S. federal income tax on our taxable income, including net capital gain, that we do not
distribute to stockholders during, or within a specified time after, the calendar year in which the income
is earned.

» If we have net income from “prohibited transactions,” which are, in general, sales or other dispositions
of property held primarily for sale to customers in the ordinary course of business, other than
foreclosure property, such income will be subject to a 100% tax.

o If we elect to treat property that we acquire in connection with a foreclosure of a mortgage loan or from
certain leasehold terminations as “foreclosure property,” we may thereby avoid (a) the 100% tax on
gain from a resale of that property (if the sale would otherwise constitute a prohibited transaction) and
(b) the inclusion of any income from such property not qualifying for purposes of the REIT gross
income tests discussed below, but the income from the sale or operation of the property may be subject
to U.S. corporate income tax at the highest applicable rate.

» If due to reasonable cause and not willful neglect we fail to satisfy either the 75% gross income test or
the 95% gross income test discussed below, but nonetheless maintain our qualification as a REIT
because other requirements are met, we will be subject to a 100% tax on the greater of the amount by
which we fail the 75% gross income test or the 95% gross income test, multiplied in either case by a
fraction intended to reflect our profitability.

» If (i) we fail to satisfy the asset tests (other than a de minimis failure of the 5% asset test or the 10%
vote or value test, as described below under “—Asset Tests”) due to reasonable cause and not to willful
neglect, (ii) we dispose of the assets or otherwise comply with such asset tests within six months after
the last day of the quarter in which we identify such failure and (iii) we file a schedule with the IRS
describing the assets that caused such failure, we will pay a tax equal to the greater of $50,000 or the
net income from the nonqualifying assets during the period in which we failed to satisfy such asset
tests multiplied by the highest corporate tax rate.

» If we fail to satisfy one or more requirements for REIT qualification, other than the gross income tests
and the asset tests, and the failure was due to reasonable cause and not to willful neglect, we will be
required to pay a penalty of $50,000 for each such failure.

*  We may be required to pay monetary penalties to the IRS in certain circumstances, including if we fail
to meet recordkeeping requirements intended to monitor our compliance with rules relating to the
composition of a REIT’s stockholders, as described below in “—Requirements for Qualification as a
REIT.”
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If we fail to distribute during each calendar year at least the sum of:
*  85% of our ordinary income for such calendar year;
*  95% of our capital gain net income for such calendar year; and
* any undistributed taxable income from prior taxable years,

we will pay a 4% nondeductible excise tax on the excess of the required distribution over the amount
we actually distributed, plus any retained amounts on which income tax has been paid at the corporate
level.

We may elect to retain and pay income tax on our net long-term capital gain. In that case, a U.S. holder
would include its proportionate share of our undistributed long-term capital gain (to the extent we
make a timely designation of such gain to the stockholder) in its income, and would receive a credit or
a refund for its proportionate share of the tax we paid.

We will be subject to a 100% excise tax on amounts received by us from a taxable REIT subsidiary (or
on certain expenses deducted by a taxable REIT subsidiary) if certain arrangements between us and a
taxable REIT subsidiary of ours, as further described below, are not comparable to similar
arrangements among unrelated parties.

If we acquire any assets from a non-REIT C corporation in a carry-over basis transaction, we could be
liable for specified tax liabilities inherited from that non-REIT C corporation with respect to that
corporation’s “built-in gain” in its assets. Built-in gain is the amount by which an asset’s fair market
value exceeds its adjusted tax basis at the time we acquire the asset. Applicable Treasury regulations,
however, allow us to avoid the recognition of gain and the imposition of corporate-level tax with
respect to a built-in gain asset acquired in a carry-over basis transaction from a non-REIT C
corporation unless and until we dispose of that built-in gain asset during the 5-year period following its
acquisition, at which time we would recognize, and would be subject to tax at the highest regular
corporate rate on, the built-in gain.

In addition, notwithstanding our status as a REIT, we may also have to pay certain state and local
income taxes, because not all states and localities treat REITs in the same manner that they are treated
for U.S. federal income tax purposes. Moreover, as further described below, any domestic taxable
REIT subsidiary in which we own an interest will be subject to U.S. federal corporate income tax on its
net income.

Requirements for Qualification as a REIT. The Code defines a REIT as a corporation, trust or association:

()
2)

(€)
“4)

)

(6)

()

®)

that is managed by one or more trustees or directors;

the beneficial ownership of which is evidenced by transferable shares, or by transferable certificates of
beneficial interest;

that would be taxable as a domestic corporation, but for its election to be subject to tax as a REIT;

that is neither a financial institution nor an insurance company subject to certain provisions of the
Code;

the beneficial ownership of which is held by 100 or more persons;

of which not more than 50% in value of the outstanding shares are owned, directly or indirectly, by five
or fewer individuals (as defined in the Code to include certain entities) after applying certain attribution
rules;

that makes an election to be a REIT for the current taxable year or has made such an election for a
previous taxable year, which has not been terminated or revoked; and

that meets other tests described below regarding the nature of its income and assets.
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Conditions (1) through (4), inclusive, must be met during the entire taxable year. Condition (5) must be met
during at least 335 days of a taxable year of 12 months, or during a proportionate part of a taxable year of less
than 12 months other than the first taxable year for which an election to become a REIT is made. Condition
(6) must be met during the last half of each taxable year, but neither conditions (5) nor (6) apply to the first
taxable year for which an election to become a REIT is made. We believe that we will maintain sufficient
diversity of ownership to allow us to satisfy conditions (5) and (6) above. In addition, our charter contains
restrictions regarding the ownership and transfer of our stock that are intended to assist us in continuing to satisfy
the share ownership requirements described in (5) and (6) above. The provisions of our charter restricting the
ownership and transfer of our stock are described in “Certain Provisions in the Charter and Bylaws— Transfer
Restrictions.” These restrictions, however, may not ensure that we will be able to satisfy these share ownership
requirements. If we fail to satisfy these share ownership requirements, we will fail to qualify as a REIT.

If we comply with regulatory rules pursuant to which we are required to send annual letters to holders of our
stock requesting information regarding the actual ownership of our stock (as discussed below), and we do not
know, or exercising reasonable diligence would not have known, whether we failed to meet requirement
(6) above, we will be treated as having met the requirement.

To monitor compliance with the share ownership requirements, we generally are required to maintain
records regarding the actual ownership of our shares. To do so, we must demand written statements each year
from the record holders of significant percentages of our stock pursuant to which the record holders must
disclose the actual owners of the shares (i.e., the persons required to include our dividends in their gross income).
We must maintain a list of those persons failing or refusing to comply with this demand as part of our records.
We could be subject to monetary penalties if we fail to comply with these record-keeping requirements. If you
fail or refuse to comply with the demands, you will be required by Treasury regulations to submit a statement
with your tax return disclosing your actual ownership of our shares and other information. In addition, we must
satisfy all relevant filing and other administrative requirements established by the IRS to elect and maintain REIT
status, use a calendar year for U.S. federal income tax purposes, and comply with the record keeping
requirements of the Code and regulations promulgated thereunder.

Ownership of Partnership Interests. In the case of a REIT that is a partner in an entity that is treated as a
partnership for U.S. federal income tax purposes, Treasury regulations provide that the REIT is deemed to own
its proportionate share of the partnership’s assets and to earn its proportionate share of the partnership’s gross
income based on its pro rata share of capital interests in the partnership for purposes of the asset and gross
income tests applicable to REITs, as described below. However, solely for purposes of the 10% value test
described below (see “—Asset Tests”), the determination of a REIT’s interest in a partnership’s assets will be
based on the REIT’s proportionate interest in any securities issued by the partnership, excluding for these
purposes, certain excluded securities as described in the Code. In addition, the assets and gross income of the
partnership generally are deemed to retain the same character in the hands of the REIT. Thus, our proportionate
share of the assets and items of income of partnerships in which we own an equity interest is treated as assets and
items of income of our company for purposes of applying the REIT requirements described below. Consequently,
to the extent that we directly or indirectly hold a preferred or other equity interest in a partnership, the
partnership’s assets and operations may affect our ability to qualify as a REIT, even though we may have no
control or only limited influence over the partnership.

Disregarded Subsidiaries. If a REIT owns a corporate subsidiary that is a “qualified REIT subsidiary,” the
separate existence of that subsidiary is disregarded for U.S. federal income tax purposes. Generally, a qualified
REIT subsidiary is a corporation, other than a taxable REIT subsidiary, all of the stock of which is owned
directly or indirectly by the REIT. Other entities that are wholly-owned by us, including single member limited
liability companies that have not elected to be taxed as corporations for U.S. federal income tax purposes, are
also generally disregarded as separate entities for U.S. federal income tax purposes, including for purposes of the
REIT income and asset tests. All assets, liabilities and items of income, deduction and credit of qualified REIT
subsidiaries and disregarded subsidiaries will be treated as assets, liabilities and items of income, deduction and

142



credit of the REIT itself. A qualified REIT subsidiary of ours is not subject to U.S. federal corporate income
taxation, although it may be subject to state and local taxation in some states.

In the event that a qualified REIT subsidiary or a disregarded subsidiary ceases to be wholly owned by us
(for example, if any equity interest in the subsidiary is acquired by a person other than us or another disregarded
subsidiary of us), the subsidiary’s separate existence would no longer be disregarded for U.S. federal income tax
purposes. Instead, it would have multiple owners and would be treated as either a partnership or a taxable
corporation. Such an event could, depending on the circumstances, adversely affect our ability to satisfy the
various asset and gross income tests applicable to REITs, including the requirement that REITs generally may
not own, directly or indirectly, more than 10% of the value or voting power of the outstanding securities of
another corporation. See “—Asset Tests” and “—Income Tests.”

Taxable REIT Subsidiaries. A “taxable REIT subsidiary” is an entity that is taxable as a corporation in
which we directly or indirectly own stock and that elects with us to be treated as a taxable REIT subsidiary. The
separate existence of a taxable REIT subsidiary is not ignored for U.S. federal income tax purposes. Accordingly,
a domestic taxable REIT subsidiary generally is subject to U.S. federal corporate income tax on its earnings,
which may reduce the cash flow that we and our subsidiaries generate in the aggregate, and may reduce our
ability to make distributions to our stockholders. In addition, if a taxable REIT subsidiary owns, directly or
indirectly, securities representing 35% or more of the vote or value of a subsidiary corporation, that subsidiary
will also be treated as a taxable REIT subsidiary. However, an entity will not qualify as a taxable REIT
subsidiary if it directly or indirectly operates or manages a lodging or health care facility or, generally, provides
to another person, under a franchise, license or otherwise, rights to any brand name under which any lodging
facility or health care facility is operated. We generally may not own more than 10%, as measured by voting
power or value, of the securities of a corporation that is not a qualified REIT subsidiary unless we and such
corporation elect to treat such corporation as a taxable REIT subsidiary. Overall, no more than 20% of the value
of a REIT’s assets may consist of stock or securities of one or more taxable REIT subsidiaries.

Income earned by a taxable REIT subsidiary is not attributable to the REIT. Rather, the stock issued by a
taxable REIT subsidiary to us is an asset in our hands, and we treat dividends paid to us from such taxable REIT
subsidiary, if any, as income. This income can affect our income and asset tests calculations, as described below.
As a result, income that might not be qualifying income for purposes of the income tests applicable to REITs
could be earned by a taxable REIT subsidiary without affecting our status as a REIT. For example, we may use
taxable REIT subsidiaries to perform services or conduct activities that give rise to certain categories of income
such as management fees, or to conduct activities that, if conducted by us directly, would be treated in our hands
as prohibited transactions.

Several provisions of the Code regarding the arrangements between a REIT and its taxable REIT
subsidiaries ensure that a taxable REIT subsidiary will be subject to an appropriate level of U.S. federal income
taxation. For example, a taxable REIT subsidiary is limited in its ability to deduct interest payments made to
affiliated REITs. In addition, we would be obligated to pay a 100% penalty tax on some payments that we
receive from, or on certain expenses deducted by, a taxable REIT subsidiary if the IRS were to assert
successfully that the economic arrangements between us and a taxable REIT subsidiary are not comparable to
similar arrangements among unrelated parties.

Deductions are disallowed for business interest expense (even if paid to third parties) in excess of the sum of
a taxpayer’s business interest income and 30% of the adjusted taxable income of the business, which is its
taxable income computed without regard to business interest income or expense, net operating losses,
depreciation, amortization, depletion or the pass-through income deduction. Such limitations may also impact the
amount of U.S. federal income tax paid by any of our taxable REIT subsidiaries.
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Income Tests

To qualify as a REIT, we must satisfy two gross income requirements, each of which is applied on an annual
basis. First, at least 75% of our gross income, excluding gross income from prohibited transactions and certain
hedging and foreign currency transactions, for each taxable year generally must be derived directly or indirectly
from:

* rents from real property;

» interest on debt secured by mortgages on real property or on interests in real property;
» dividends or other distributions on, and gain from the sale of, stock in other REITs;

* gain from the sale of real property or mortgage loans;

» abatements and refunds of taxes on real property;

* income and gain derived from foreclosure property (as described below);

» amounts (other than amounts the determination of which depends in whole or in part on the income or
profits of any person) received or accrued as consideration for entering into agreements (i) to make
loans secured by mortgages on real property or on interests in real property or (ii) to purchase or lease
real property (including interests in real property and interests in mortgages on real property); and

* interest or dividend income from investments in stock or debt instruments attributable to the temporary
investment of new capital during the one-year period following our receipt of new capital that we raise
through equity offerings or public offerings of debt obligations with at least a five-year term.

Second, at least 95% of our gross income, excluding gross income from prohibited transactions and certain
hedging transactions, for each taxable year must be derived from sources that qualify for purposes of the 75%
test, and from (i) dividends, (ii) interest and (iii) gain from the sale or disposition of stock or securities, which
need not have any relation to real property.

If we fail to satisfy one or both of the 75% and 95% gross income tests for any taxable year, we may
nevertheless qualify as a REIT for that year if we are entitled to relief under the Code. These relief provisions
generally will be available if our failure to meet the tests is due to reasonable cause and not due to willful neglect,
and we attach a schedule of the sources of our income to our U.S. federal income tax return. It is not possible,
however, to state whether in all circumstances we would be entitled to the benefit of these relief provisions. For
example, if we fail to satisfy the gross income tests because nonqualifying income that we intentionally
recognize exceeds the limits on nonqualifying income, the IRS could conclude that the failure to satisfy the tests
was not due to reasonable cause. If these relief provisions are inapplicable to a particular set of circumstances, we
will fail to qualify as a REIT. Even if these relief provisions apply, a penalty tax would be imposed based on the
amount of nonqualifying income. See “—7axation of REITs in General.”

Gross income from our sale of property that we hold primarily for sale to customers in the ordinary course
of business is excluded from both the numerator and the denominator in both gross income tests. In addition,
certain foreign currency gains will be excluded from gross income for purposes of one or both of the gross
income tests. We will monitor the amount of our nonqualifying income, and we will manage our portfolio to
comply at all times with the gross income tests. The following paragraphs discuss some of the specific
applications of the gross income tests to us.

Dividends. We may directly or indirectly receive distributions from taxable REIT subsidiaries or other
corporations that are not REITs or qualified REIT subsidiaries. These distributions generally are treated as
dividend income to the extent of earnings and profits of the distributing corporation. Our dividend income from
stock in any corporation (other than any REIT), including any taxable REIT subsidiary, will be qualifying
income for purposes of the 95% gross income test, but not the 75% gross income test. Dividends that we receive
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from any REITs in which we own stock and our gain on the sale of the stock in those REITs will be qualifying
income for purposes of both gross income tests. However, if a REIT in which we own stock fails to qualify as a
REIT in any year, our income from such REIT would be qualifying income for purposes of the 95% gross
income test, but not the 75% gross income test.

Interest. The term “interest,” as defined for purposes of both gross income tests, generally excludes any
amount that is based in whole or in part on the income or profits of any person; however, it generally includes the
following: (i) an amount that is received or accrued based on a fixed percentage or percentages of receipts or
sales, and (ii) an amount that is based on the income or profits of a debtor, as long as the debtor derives
substantially all of its income from the real property securing the debt by leasing substantially all of its interest in
the property, and only to the extent that the amounts received by the debtor would be qualifying “rents from real
property” if received directly by a REIT.

Interest on debt secured by mortgages on real property or on interests in real property (including, for this
purpose, prepayment penalties, loan assumption fees and late payment charges that are not compensation for
services) generally is qualifying income for purposes of the 75% gross income test. However, if the highest
principal amount of a loan outstanding during a taxable year exceeds the fair market value of the real property
securing the loan as of the date we agreed to originate or acquire the loan, a portion of the interest income from
such loan will not be qualifying income for purposes of the 75% gross income test but will be qualifying income
for purposes of the 95% gross income test. The portion of the interest income that will not be qualifying income
for purposes of the 75% gross income test will be equal to the portion of the principal amount of the loan that is
not secured by real property—that is, the amount by which the loan exceeds the value of the real estate that is
security for the loan.

We expect that the CMBS and RMBS in which we invest generally will be treated either as interests in a
grantor trust or as interests in a REMIC for U.S. federal income tax purposes and that all interest income from
such CMBS and RMBS will be qualifying income for the 95% gross income test. In the case of CMBS and
RMBS treated as interests in grantor trusts, we would be treated as owning an undivided beneficial ownership
interest in the mortgage loans held by the grantor trust. The interest on such mortgage loans would be qualifying
income for purposes of the 75% gross income test to the extent that the obligation is secured by real property, as
discussed above. In the case of CMBS and RMBS treated as interests in a REMIC, income derived from REMIC
interests will generally be treated as qualifying income for purposes of the 75% and 95% gross income tests. If
less than 95% of the assets of the REMIC are real estate assets, however, then only a proportionate part of our
interest in the REMIC and income derived from the interest will qualify for purposes of the 75% gross income
test. In addition, some REMIC securitizations include imbedded interest swap or cap contracts or other derivative
instruments that potentially could produce nonqualifying income for the holder of the related REMIC securities.

Interest, original issue discount and market discount income that we receive or accrue from mortgage-
related assets generally will be qualifying income for purposes of both gross income tests.

Hedging Transactions. We and our subsidiaries may enter into hedging transactions with respect to one or
more of our assets or liabilities. Hedging transactions could take a variety of forms, including interest rate swap
agreements, interest rate cap agreements, options, futures contracts, forward rate agreements or similar financial
instruments. Except to the extent provided by Treasury regulations, any income from a hedging transaction we
enter into (i) in the normal course of our business primarily to manage risk of interest rate or price changes or
currency fluctuations with respect to borrowings made or to be made, or ordinary obligations incurred or to be
incurred, to acquire or carry real estate assets, which is clearly identified as a hedge along with the risk that it
hedges within prescribed time periods specified in Treasury regulations, (ii) primarily to manage risk of currency
fluctuations with respect to any item of income or gain that would be qualifying income under the 75% or 95%
income tests which is clearly identified as a hedge along with the risk that it hedges within prescribed time
periods, or (iii) in connection with the effective termination of certain hedging transactions described above will
be excluded from gross income for purposes of both the 75% or 95% gross income tests. To the extent that we
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enter into other types of hedging transactions, the income from those transactions is likely to be treated as
nonqualifying income for purposes of both of the 75% and 95% gross income tests. Moreover, to the extent that a
position in a hedging transaction has positive value at any particular point in time, it may be treated as an asset
that does not qualify for purposes of the asset tests described below. We intend to structure any hedging
transactions in a manner that does not jeopardize our qualification as a REIT. No assurance can be given,
however, that our hedging activities will not give rise to income or assets that do not qualify for purposes of the
REIT tests, or that our hedging will not adversely affect our ability to satisfy the REIT qualification
requirements.

We may conduct some or all of our hedging activities through a taxable REIT subsidiary or other corporate
entity, the income of which may be subject to U.S. federal income tax, rather than by participating in the
arrangements directly or through pass-through subsidiaries.

Fee Income. Any fee income that we earn will generally not be qualifying income for purposes of either
gross income test. Any fees earned by a taxable REIT subsidiary will not be included for purposes of the gross
income tests.

Rents from Real Property. Rents we receive will qualify as “rents from real property” in satisfying the gross
income requirements for a REIT described above only if several conditions described below are met. These
conditions relate to the identity of the tenant, the computation of the rent payable, and the nature of the property
leased and any services provided in connection with the property. First, the amount of rent must not be based in
whole or in part on the income or profits of any person. However, an amount received or accrued generally will
not be excluded from rents from real property solely by reason of being based on a fixed percentage or
percentages of receipts or sales. Second, rents we receive from a “related party tenant” will not qualify as rents
from real property in satisfying the gross income tests unless the tenant is a taxable REIT subsidiary, at least 90%
of the property is leased to unrelated tenants, the rent paid by the taxable REIT subsidiary is substantially
comparable to the rent paid by the unrelated tenants for comparable space and the rent is not attributable to an
increase in rent due to a modification of a lease with a “controlled taxable REIT subsidiary” (i.e., a taxable REIT
subsidiary in which we own directly or indirectly more than 50% of the voting power or value of the stock). A
tenant is a related party tenant if the REIT, or an actual or constructive owner of 10% or more of the REIT,
actually or constructively owns 10% or more of the tenant. Whether rents paid by a taxable REIT subsidiary are
substantially comparable to rents paid by other tenants is determined at the time the lease with the taxable REIT
subsidiary is entered into, extended, or modified, if such modification increases the rents due under such lease.
Third, if rent attributable to personal property leased in connection with a lease of real property is greater than
15% of the total rent received under the lease, then the portion of rent attributable to the personal property will
not qualify as rents from real property. Finally, for rents to qualify as “rents from real property” for purposes of
the gross income tests, we are only allowed to provide services that are both usually or “customarily rendered” in
connection with the rental of real property and not otherwise considered “rendered to the occupant” of the
property. Examples of these permitted services include the provision of light, heat, or other utilities, trash
removal and general maintenance of common areas. We may, however, render services to our tenants through an
“independent contractor” who is adequately compensated and from whom we do not derive revenue if certain
requirements are satisfied. We may also own an interest in a taxable REIT subsidiary which provides
non-customary services to tenants without tainting our rental income from the related properties.

Even if a REIT furnishes or renders services that are non-customary with respect to a property, if the greater
of (i) the amounts received or accrued, directly or indirectly, or deemed received by the REIT with respect to
such services, or (ii) 150% of our direct cost in furnishing or rendering the services during a taxable year is not
more than 1% of all amounts received or accrued, directly or indirectly, by the REIT with respect to the property
during the same taxable year, then only the amounts with respect to such non-customary services are not treated
as rent for purposes of the REIT gross income tests.

We intend to cause any services that are not usually or “customarily rendered,” or that are for the benefit of
a particular tenant in connection with the rental of real property, to be provided through a taxable REIT
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subsidiary or through an “independent contractor” who is adequately compensated and from which we do not
derive revenue, and which meets certain other requirements. However, no assurance can be given that the IRS
will concur with our determination as to whether a particular service is usual or customary, or otherwise in this
regard.

Prohibited Transactions Tax. A REIT will incur a 100% tax on the net income derived from any sale or
other disposition of property, other than foreclosure property, that the REIT holds primarily for sale to customers
in the ordinary course of a trade or business. Whether a REIT holds an asset primarily for sale to customers in the
ordinary course of a trade or business depends, however, on the facts and circumstances in effect from time to
time, including those related to a particular asset. Nevertheless, we intend to conduct our operations so that no
asset that we own (or are treated as owning) will be treated as, or as having been, held for sale to customers, and
that a sale of any such asset will not be treated as having been in the ordinary course of our business. We cannot
assure you that we will comply with certain safe harbor provisions or that we will avoid owning property that
may be characterized as property that we hold primarily for sale to customers in the ordinary course of a trade or
business. The 100% tax will not apply to gains from the sale of property that is held through a taxable REIT
subsidiary or other taxable corporation, although such income will be subject to tax in the hands of such
corporation at regular corporate income tax rates. We intend to structure our activities to avoid prohibited
transaction characterization.

Foreclosure Property. Foreclosure property is any real property, including interests in real property, and any
personal property incident to such real property:

» that is acquired by a REIT as the result of the REIT having bid on such property at foreclosure, or
having otherwise reduced such property to ownership or possession by agreement or process of law,
after there was a default or default was imminent on a lease of such property or on indebtedness that
such property secured;

o for which the related loan was acquired by the REIT at a time when the default was not imminent or
anticipated; and

o for which the REIT makes a proper election to treat the property as foreclosure property.

However, a REIT will not be considered to have foreclosed on a property where the REIT takes control of
the property as a mortgagee-in-possession and cannot receive any profit or sustain any loss except as a creditor of
the mortgagor.

Property generally ceases to be foreclosure property at the end of the third taxable year following the
taxable year in which the REIT acquired the property, or longer if an extension is granted by the Secretary of the
Treasury. This grace period terminates and foreclosure property ceases to be foreclosure property on the first
day:

* on which a lease is entered into for the property that, by its terms, will give rise to income that does not
qualify for purposes of the 75% gross income test, or any amount is received or accrued, directly or
indirectly, pursuant to a lease entered into on or after such day that will give rise to income that does
not qualify for purposes of the 75% gross income test;

* on which any construction takes place on the property, other than completion of a building or any other
improvement, if more than 10% of the construction was completed before default became imminent; or

* which is more than 90 days after the day on which the REIT acquired the property and the property is
used in a trade or business that is conducted by the REIT, other than through an independent contractor
from whom the REIT itself does not derive or receive any income.

We will be subject to tax at the maximum corporate rate on any income from foreclosure property, including
gain from the disposition of the foreclosure property, other than income that otherwise would be qualifying
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income for purposes of the 75% gross income test, less expenses directly connected with the production of that
income. However, net income from foreclosure property, including gain from the sale of foreclosure property
held for sale in the ordinary course of a trade or business, will qualify for purposes of the 75% and 95% gross
income tests. Any gain from the sale of property for which a foreclosure property election has been made will not
be subject to the 100% tax on gains from prohibited transactions described above, even if the property would
otherwise constitute inventory or dealer property.

Phantom Income. Due to the nature of the assets in which we will invest, we may be required to recognize
taxable income from certain assets in advance of our receipt of cash flow from or proceeds from disposition of
such assets, and may be required to report taxable income that exceeds the economic income ultimately realized
on such assets.

We may acquire debt instruments in the secondary market for less than their face amount. The amount of
such discount generally will be treated as “market discount” for U.S. federal income tax purposes. Accrued
market discount is reported as income when, and to the extent that, any payment of principal of the debt
instrument is made, unless we elect to include accrued market discount in income as it accrues. Principal
payments on certain debt instruments may be made monthly, and consequently accrued market discount may
have to be included in income each month as if the debt instrument were assured of ultimately being collected in
full. If we collect less on the debt instrument than our purchase price plus the market discount we had previously
reported as income, we may not be able to benefit from any offsetting loss deductions.

The terms of the debt instruments that we hold may be modified under certain circumstances. These
modifications may be considered “significant modifications” for U.S. federal income tax purposes that give rise
to a deemed debt-for-debt exchange upon which we may recognize taxable income or gain without a
corresponding receipt of cash.

Some of the debt securities that we acquire may have been issued with original issue discount. In general,
we will be required to accrue non-de minimis original issue discount based on the constant yield to maturity of
such debt securities, and to treat it as taxable income in accordance with applicable U.S. federal income tax rules
even though such yield may exceed cash payments, if any, received on such debt instrument.

In addition, in the event that any debt instruments or debt securities acquired by us are delinquent as to
mandatory principal and interest payments, or in the event payments with respect to a particular debt instrument
are not made when due, we may nonetheless be required to continue to recognize the unpaid interest as taxable
income. Similarly, we may be required to accrue interest income with respect to subordinated mortgage-backed
securities at the stated rate regardless of whether corresponding cash payments are received.

Finally, we may be required under the terms of indebtedness that we incur to use cash received from interest
payments to make principal payments on that indebtedness, with the effect of recognizing income but not having
a corresponding amount of cash available for distribution to our stockholders.

As a result of each of these potential timing differences between income recognition or expense deduction
and cash receipts or disbursements, there is a risk that we may have taxable income in excess of cash available
for distribution. In that event, we may need to borrow funds or take other action to satisfy the REIT distribution
requirements for the taxable year in which this “phantom income” is recognized. See “—Annual Distribution
Requirements Applicable to REITs.”

Asset Tests

At the close of each quarter of our taxable year, we must satisfy the following tests relating to the nature of
our assets:

* Atleast 75% of the value of our total assets must be represented by the following:

» interests in real property, including leaseholds and options to acquire real property and leaseholds;
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* interests in mortgages on real property;

» stock in other REITs and debt instruments issued by publicly offered REITs;
» cash and cash items (including certain receivables);

* government securities;

* investments in stock or debt instruments attributable to the temporary investment of new capital
during the one-year period following our receipt of new capital that we raise through equity
offerings or public offerings of debt obligations with at least a five-year term; and

» regular or residual interests in a REMIC. However, if less than 95% of the assets of a REMIC
consists of assets that are qualifying real estate-related assets under U.S. federal income tax laws,
determined as if we held such assets directly, we will be treated as holding directly our
proportionate share of the assets of such REMIC.

*  Not more than 25% of our total assets may be represented by securities, other than those in the 75%
asset class described above.

» Except for securities in taxable REIT subsidiaries and the securities in the 75% asset class described in
the first bullet point above, the value of any one issuer’s securities owned by us may not exceed 5% of
the value of our total assets.

» Except for securities in taxable REIT subsidiaries and the securities in the 75% asset class described in
the first bullet point above, we may not own more than 10% of any one issuer’s outstanding voting
securities.

» Except for securities of taxable REIT subsidiaries and the securities in the 75% asset class described in
the first bullet point above, we may not own more than 10% of the total value of the outstanding
securities of any one issuer, other than securities that qualify for the “straight debt” exception or other
exceptions discussed below.

*  Not more than 25% of the value of our total assets may be represented by the securities of one or more
taxable REIT subsidiaries.

*  Not more than 25% of the value of our total assets may be represented by nonqualified publicly offered
REIT debt instruments.

Notwithstanding the general rule, as noted above, that for purposes of the REIT income and asset tests we
are treated as owning our proportionate share of the underlying assets of a subsidiary partnership, if we hold
indebtedness issued by a partnership, the indebtedness will be subject to, and may cause a violation of, the asset
tests unless the indebtedness is a qualifying mortgage asset or other conditions are met. Similarly, although stock
of another REIT is a qualifying asset for purposes of the REIT asset tests, any non-mortgage debt that is issued
by another REIT may not so qualify (although such debt will not be treated as “securities” for purposes of the
10% value test, as explained below).

Securities, for purposes of the asset tests, may include debt we hold from other issuers. However, debt we
hold in an issuer that does not qualify for purposes of the 75% asset test will not be taken into account for
purposes of the 10% value test if the debt securities meet the straight debt safe harbor. Subject to certain
exceptions, debt will meet the “straight debt” safe harbor if the debt is a written unconditional promise to pay on
demand or on a specified date a sum certain in 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 of any
person, the borrower’s discretion or similar factors. In the case of an issuer that is a corporation or a partnership,
securities that otherwise would be considered straight debt will not be so considered if we, and any of our
“controlled taxable REIT subsidiaries” as defined in the Code, hold any securities of the corporate or partnership
issuer that (a) are not straight debt or other excluded securities (prior to the application of this rule), and (b) have
an aggregate value greater than 1% of the issuer’s outstanding securities (including, in the case of a partnership
issuer, our interest as a partner in the partnership).
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In addition to straight debt, the Code provides that certain other securities will not violate the 10% asset test.
Such securities include (i) any loan made to an individual or an estate, (ii) certain rental agreements pursuant to
which one or more payments are to be made in subsequent years (other than agreements between a REIT and
certain persons related to the REIT under attribution rules), (iii) any obligation to pay rents from real property,
(iv) securities issued by governmental entities that are not dependent in whole or in part on the profits of (or
payments made by) a non-governmental entity, (v) any security (including debt securities) issued by another
REIT and (vi) any debt instrument issued by a partnership if the partnership’s income is of such a nature that the
partnership would satisfy the 75% gross income test described above under “—Income Tests.” In applying the
10% asset test, a debt security issued by a partnership (other than straight debt or any other excluded security) is
not taken into account to the extent, if any, of the REIT’s proportionate interest as a partner in that partnership.

Any stock that we hold or acquire in other REITs will be a qualifying asset for purposes of the 75% asset
test. However, if a REIT in which we own stock fails to qualify as a REIT in any year, the stock in such REIT
will not be a qualifying asset for purposes of the 75% asset test. Instead, we would be subject to the second, third,
fourth, and fifth asset tests described above with respect to our investment in such a disqualified REIT. We will
also be subject to those assets tests with respect to our investments in any non-REIT C corporations for which we
do not make a taxable REIT subsidiary election.

We will monitor the status of our assets for purposes of the various asset tests and will seek to manage our
portfolio to comply at all times with such tests. There can be no assurances, however, that we will be successful
in this effort. Independent appraisals may not have been obtained to support our conclusions as to the value of
our total assets or the value of any particular security or securities. Moreover, the values of some assets may not
be susceptible to a precise determination, and values are subject to change in the future. Furthermore, the proper
classification of an instrument as debt or equity for U.S. federal income tax purposes may be uncertain in some
circumstances, which could affect the application of the REIT asset requirements. Accordingly, there can be no
assurance that the IRS will not contend that our interests in our subsidiaries or in the securities of other issuers
will not cause a violation of the REIT asset tests.

However, certain relief provisions are available to allow REITs to satisfy the asset requirements or to
maintain REIT qualification notwithstanding certain violations of the asset and other requirements. For example,
if we failed to satisfy the asset tests at the end of a calendar quarter, such a failure would not cause us to lose our
REIT qualification if (i) we satisfied the asset tests at the close of the preceding calendar quarter and (ii) the
discrepancy between the value of our assets and the asset requirements was not wholly or partly caused by an
acquisition of nonqualifying assets, but instead arose from changes in the relative market values of our assets. If
the condition described in (ii) were not satisfied, we could nevertheless avoid disqualification by eliminating any
discrepancy within 30 days after the close of the calendar quarter in which it arose or by making use of the relief
provisions described above.

In the case of de minimis violations of the 10% and 5% asset tests, a REIT may maintain its qualification
despite a violation of such requirements if (i) the value of the assets causing the violation does not exceed the
lesser of 1% of the REIT’s total assets and $10,000,000 and (ii) the REIT either disposes of the assets causing the
failure within six months after the last day of the quarter in which it identifies the failure, or the relevant tests are
otherwise satisfied within that time frame.

Even if we did not qualify for the foregoing relief provisions, one additional provision allows a REIT which
fails one or more of the asset requirements for a particular tax quarter to nevertheless maintain its REIT
qualification if (i) the REIT provides the IRS with a description of each asset causing the failure, (ii) the failure is
due to reasonable cause and not willful neglect, (iii) the REIT pays a tax equal to the greater of (a) $50,000 per
failure and (b) the product of the net income generated by the assets that caused the failure multiplied by the
highest applicable corporate tax rate and (iv) the REIT either disposes of the assets causing the failure within six
months after the last day of the quarter in which it identifies the failure, or otherwise satisfies the relevant asset
tests within that time frame.
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Annual Distribution Requirements Applicable to REITs

To qualify for taxation as a REIT, we generally must distribute dividends (other than capital gain dividends)
to our stockholders in an amount at least equal to:

e the sum of (i) 90% of our REIT taxable income, computed without regard to the dividends paid
deduction and our net capital gain and (ii) 90% of our net income after tax, if any, from foreclosure
property; minus

» the excess of the sum of specified items of non-cash income (including original issue discount on our
mortgage loans) over 5% of our REIT taxable income, computed without regard to the dividends paid
deduction and our net capital gain.

Distributions generally must be made during the taxable year to which they relate. Distributions may be
made in the following year in two circumstances. First, if we declare a dividend in October, November or
December of any year with a record date in one of these months and pay the dividend on or before January 31 of
the following year, we will be treated as having paid the dividend on December 31 of the year in which the
dividend was declared. Second, distributions may be made in the following year if the dividends are declared
before we timely file our tax return for the year and if made before the first regular dividend payment made after
such declaration. These distributions are taxable to our stockholders in the year in which paid, even though the
distributions relate to our prior taxable year for purposes of the 90% distribution requirement. To the extent that
we do not distribute all of our net capital gain or we distribute at least 90%, but less than 100% of our REIT
taxable income, as adjusted, we will be subject to tax on the undistributed amount at regular corporate tax rates.

To the extent that in the future we have available net operating losses carried forward from prior tax years,
such losses may reduce the amount of distributions that we must make in order to comply with the REIT
distribution requirements. Such losses, however, will generally not affect the tax treatment to our stockholders of
any distributions that are actually made.

If we fail to distribute during a calendar year (or, in the case of distributions with declaration and record
dates falling in the last three months of the calendar year, by the end of January following such calendar year) at
least the sum of (i) 85% of our ordinary income for such year, (ii) 95% of our capital gain net income for such
year and (iii) any undistributed taxable income from prior years, we will be subject to a 4% excise tax on the
excess of such required distribution over the sum of (x) the amounts actually distributed (taking into account
excess distributions from prior years) and (y) the amounts of income retained on which we have paid corporate
income tax.

Although several types of non-cash income are excluded in determining the annual distribution requirement,
we will incur corporate income tax and the 4% nondeductible excise tax with respect to those non-cash income
items if we do not distribute those items on a current basis. As a result of the foregoing, we may not have
sufficient cash to distribute all of our taxable income and thereby avoid corporate income tax and the excise tax
imposed on certain undistributed income. In such a situation, we may need to borrow funds or issue additional
stock.

We may elect to retain rather than distribute all or a portion of our net capital gains and pay the tax on the
gains. In that case, we may elect to have our stockholders include their proportionate share of the undistributed
net capital gains in income as long-term capital gains and receive a credit for their share of the tax paid by us.
Our stockholders would then increase the adjusted basis of their stock by the difference between (i) the amounts
of capital gain dividends that we designated and that they include in their taxable income, minus (ii) the tax that
we paid on their behalf with respect to that income. For purposes of the 4% excise tax described above, any
retained amounts for which we elect this treatment would be treated as having been distributed.

We intend to make timely distributions sufficient to satisfy the distribution requirements. However, it is
possible that, from time to time, we may not have sufficient cash or other liquid assets to meet the distribution

151



requirements due to timing differences between the actual receipt of income and actual payment of deductible
expenses, and the inclusion of items of income and deduction of expenses by us for U.S. federal income tax
purposes. In addition, we may decide to retain our cash, rather than distribute it, in order to repay debt, acquire
assets or for other reasons. In the event that such timing differences occur, and in other circumstances, it may be
necessary in order to satisfy the distribution requirements to arrange for short-term, or possibly long-term,
borrowings, or to pay the dividends in the form of other property (including, for example, shares of our own
stock).

If our taxable income for a particular year is subsequently determined to have been understated, under some
circumstances we may be able to rectify a failure to meet the distribution requirement for a year by paying
deficiency dividends to stockholders in a later year, which may be included in our deduction for dividends paid
for the earlier year. Thus, we may be able to avoid being taxed on amounts distributed as deficiency dividends.
However, we will be required to pay interest based upon the amount of any deduction taken for deficiency
dividends.

Like-Kind Exchanges

We may dispose of properties in transactions intended to qualify as like-kind exchanges under the Code.
Such like-kind exchanges are intended to result in the deferral of gain for U.S. federal income tax purposes. The
failure of any such transaction to qualify as a like-kind exchange could require us to pay U.S. federal income tax,
possibly including the 100% prohibited transaction tax, depending on the facts and circumstances surrounding
the particular transaction.

Penalty Tax

Any redetermined rents, redetermined deductions, excess interest or redetermined taxable REIT subsidiary
service income we generate will be subject to a 100% penalty tax. In general, redetermined rents are rents from
real property that are overstated as a result of any services furnished to any of our tenants by a taxable REIT
subsidiary, and redetermined deductions and excess interest represent any amounts that are deducted by a taxable
REIT subsidiary for amounts paid to us that are in excess of the amounts that would have been deducted based on
arm’s length negotiations. Rents that we receive will not constitute redetermined rents if they qualify for certain
safe harbor provisions contained in the Code. Redetermined taxable REIT subsidiary service income is income
earned by a taxable REIT subsidiary that is attributable to services provided to us, or on our behalf to any of our
tenants, that is less than the amounts that would have been charged based upon arms’ length negotiations.

Record Keeping Requirements

We are required to comply with applicable record keeping requirements. Failure to comply could result in
monetary fines. For example, we must request on an annual basis information from our stockholders designed to
disclose the actual ownership of our outstanding Common Stock.

Failure to Qualify

If we fail to satisfy one or more requirements of REIT qualification, other than the income tests or asset
requirements, then we may still retain REIT qualification if the failure is due to reasonable cause and not willful
neglect, and we pay a penalty of $50,000 for each failure.

If we fail to qualify for taxation as a REIT in any taxable year and the relief provisions do not apply, we will
be subject to tax on our taxable income as a corporation. This would significantly reduce both our cash available
for distribution to our stockholders and our earnings. If we fail to qualify as a REIT, we will not be required to
make any distributions to stockholders and any distributions that are made will not be deductible by us.
Moreover, all distributions to stockholders would be taxable as dividends to the extent of our current and
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accumulated earnings and profits, whether or not attributable to capital gains of ours. Furthermore, subject to
certain limitations in the Code, corporate distributees may be eligible for the dividends received deduction with
respect to those distributions, and individual, trust and estate distributees may be eligible for reduced U.S. federal
income tax rates on such dividends. Unless we are entitled to relief under specific statutory provisions, we also
will be disqualified from taxation as a REIT for the four taxable years following the year during which
qualification was lost.

Tax Aspects of Our Operating Partnership and any Subsidiary Partnerships

General. All or substantially all of our property investments will be held through our operating partnership,
which may be treated as a partnership or a disregarded entity for U.S. federal income tax purposes. In addition,
our operating partnership may hold certain investments indirectly through subsidiary partnerships and limited
liability companies which are treated as partnerships or disregarded entities for U.S. federal income tax purposes.
In general, entities that are treated as partnerships or disregarded entities for U.S. federal income tax purposes are
“pass-through” entities which are not required to pay U.S. federal income tax. Rather, partners or members of
such entities are allocated their shares of the items of income, gain, loss, deduction and credit of the partnership
or limited liability company, and are potentially required to pay tax on this income, without regard to whether
they receive a distribution from the partnership or limited liability company. A partner in such entities that is a
REIT will include in its income its share of these partnership and limited liability company items for purposes of
the various gross income tests, the computation of its REIT taxable income, and the REIT distribution
requirements. Pursuant to these rules, for purposes of the asset tests, we will include our pro rata share of assets
held by our operating partnership, including our share of its subsidiary partnerships and limited liability
companies, based on its capital interest in each such entity.

Entity Classification. Our interests in our operating partnership and the subsidiary partnerships and limited
liability companies involve special tax considerations, including the possibility that the IRS might challenge the
status of these entities as partnerships (or disregarded entities), as opposed to associations taxable as corporations
for U.S. federal income tax purposes. For example, an entity that would otherwise be classified as a partnership
for U.S. federal income tax purposes may nonetheless be taxable as a corporation if it is a “publicly traded
partnership” and certain other requirements are met. A partnership or limited liability company would be treated
as a publicly traded partnership if its interests are traded on an established securities market or are readily
tradable on a secondary market or a substantial equivalent thereof, within the meaning of applicable Treasury
regulations. If our operating partnership or a subsidiary partnership or limited liability company were treated as
an association rather than as a partnership, it would be taxable as a corporation and would be required to pay an
entity-level tax on its income. In this situation, the character of our assets and items of gross income would
change and could prevent us from qualifying as a REIT. See “—Fuailure to Qualify” for a discussion of the
effects of our failure to meet the REIT asset and income tests. In addition, a change in the tax status of our
operating partnership, a subsidiary partnership or limited liability company might be treated as a taxable event. If
so, we might incur a tax liability without any related cash distributions. We do not anticipate that our operating
partnership or any subsidiary partnership or limited liability company will be treated as a publicly traded
partnership which is taxable as a corporation.

U.S. federal income tax audits of partnerships, such as our operating partnership or any subsidiary
partnerships or limited liability companies treated as partnerships for U.S. federal income tax purposes are
conducted at the entity level, and unless such entity qualifies for and affirmatively elects an alternative
procedure, any adjustments to the amount of tax due (including interest and penalties) will be payable by the
entity itself. Under an alternative procedure, if elected, a partnership would issue information returns to persons
who were partners in the audited year, who would then be required to take such adjustments into account in
calculating their own tax liability, and the partnership would not be liable for the adjustments. If any of the
operating partnership or our subsidiary partnerships or limited liability companies is able to and in fact elects the
alternative procedure for a given adjustment, the amount of taxes for which such persons will be liable will be
increased by any applicable penalties and a special interest charge. There can be no assurance that any such
entities will make such an election for any given adjustment.
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Allocations of Income, Gain, Loss and Deduction. A partnership agreement (or, in the case of a limited
liability company treated as a partnership for U.S. federal income tax purposes, the limited liability company
agreement) will generally determine the allocation of partnership income and loss among partners. Generally,
Section 704(b) of the Code and the Treasury regulations thereunder require that partnership allocations respect
the economic arrangement of the partners. If an allocation of partnership income or loss does not comply with the
requirements of Section 704(b) of the Code and the Treasury regulations thereunder, the item subject to the
allocation will be reallocated in accordance with the partners’ interests in the partnership. This reallocation will
be determined by taking into account all of the facts and circumstances relating to the economic arrangement of
the partners with respect to such item. Our operating partnership’s allocations of taxable income and loss are
intended to comply with the requirements of Section 704(b) of the Code and the Treasury regulations thereunder.

Tax Allocations with Respect to the Properties. Under Section 704(c) of the Code, income, gain, loss and
deduction attributable to appreciated or depreciated property that is contributed to a partnership (including a
limited liability company treated as a partnership for U.S. federal income tax purposes) in exchange for an
interest in the partnership must be allocated in a manner so that the contributing partner is charged with the
unrealized gain, or benefits from the unrealized loss, associated with the property at the time of the contribution,
as adjusted from time to time. The amount of the unrealized gain or unrealized loss generally is equal to the
difference between the fair market value or book value and the adjusted tax basis of the contributed property at
the time of contribution (this difference is referred to as a book-tax difference), as adjusted from time to time.
These allocations are solely for U.S. federal income tax purposes and do not affect the book capital accounts or
other economic or legal arrangements among the partners.

Appreciated property may be contributed to our operating partnership in exchange for operating partnership
units in connection with future acquisitions. The partnership agreement requires that allocations be made in a
manner consistent with Section 704(c) of the Code. Treasury regulations issued under Section 704(c) of the Code
provide partnerships with a choice of several methods of accounting for book-tax differences. Any book-tax
differences will be accounted for using any method approved under Section 704(c) of the Code and the
applicable Treasury regulations as chosen by the general partner under the partnership agreement. Any property
acquired by our operating partnership in a taxable transaction will initially have a tax basis equal to its fair
market value, and Section 704(c) of the Code will not apply.

Taxation of U.S. Holders of Our Common Stock

U.S. Holder. As used in the remainder of this discussion, the term “U.S. holder” means a beneficial owner
of our Common Stock that is for U.S. federal income tax purposes:

e acitizen or resident of the United States;

* acorporation (or an entity treated as a corporation for U.S. federal income tax purposes) created or
organized in or under the laws of the United States, any State thereof or the District of Columbia;

* an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

o atrust if it (i) is subject to the primary supervision of a court within the United States and one or more
U.S. persons have the authority to control all substantial decisions of the trust or (ii) has a valid election
in effect under applicable Treasury regulations to be treated as a U.S. person.

If a partnership (or an entity treated as a partnership for U.S. federal income tax purposes) holds our
Common Stock, the tax treatment of a partner will generally depend upon the status of the partner and the
activities of the partnership. If you are a partner of a partnership holding Common Stock, you should consult
your advisors. A “non-U.S. holder” is a beneficial owner of our Common Stock that is neither a U.S. holder nor a
partnership (or an entity treated as a partnership for U.S. federal income tax purposes).

Distributions Generally. As long as we qualify as a REIT, distributions made by us to our taxable U.S.
holders out of our current or accumulated earnings and profits that are not designated as capital gain dividends or
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“qualified dividend income” will be taken into account by them as ordinary income taxable at ordinary income
tax rates and will not qualify for the reduced capital gains rates that currently generally apply to distributions by
non-REIT C corporations to certain non-corporate U.S. holders. In determining the extent to which a distribution
constitutes a dividend for tax purposes, our earnings and profits will be allocated first to distributions with
respect to our preferred stock, if any, and then to our Common Stock. Corporate stockholders will not be eligible
for the dividends received deduction with respect to these distributions. U.S. holders that are individuals, trusts
and estates generally may deduct 20% of “qualified REIT dividends” (i.e., REIT dividends other than capital gain
dividends and portions of REIT dividends designated as qualified dividend income eligible for capital gain tax
rates). The overall deduction is limited to 20% of the sum of the taxpayer’s taxable income (less net capital gain)
and certain cooperative dividends, subject to further limitations based on taxable income. The deduction, if
allowed in full, equates to a maximum effective U.S. federal income tax rate on ordinary REIT dividends of
29.6%.

Distributions in excess of both current and accumulated earnings and profits will not be taxable to a U.S.
holder to the extent that the distributions do not exceed the adjusted basis of the holder’s stock. Rather, such
distributions will reduce the adjusted basis of the stock. To the extent that distributions exceed the adjusted basis
of a U.S. holder’s stock, the U.S. holder generally must include such distributions in income as long-term capital
gain if the shares have been held for more than one year, or short-term capital gain if the shares have been held
for one year or less.

Distributions will generally be taxable, if at all, in the year of the distribution. However, if we declare a
dividend in October, November or December of any year with a record date in one of these months and pay the
dividend on or before January 31 of the following year, we will be treated as having paid the dividend, and the
stockholder will be treated as having received the dividend, on December 31 of the year in which the dividend
was declared.

We will be treated as having sufficient earnings and profits to treat as a dividend any distribution we pay up
to the amount required to be distributed in order to avoid imposition of the 4% excise tax discussed above.
Moreover, any “deficiency dividend” will be treated as an ordinary or capital gain dividend, as the case may be,
regardless of our earnings and profits. As a result, U.S. holders may be required to treat certain distributions that
would otherwise result in a tax-free return of capital as taxable dividends.

Capital Gain Dividends. We may elect to designate distributions of our net capital gain as “capital gain
dividends” to the extent that such distributions do not exceed our actual net capital gain for the taxable year.
Capital gain dividends are taxed to U.S. holders of our stock as gain from the sale or exchange of a capital asset
held for more than one year. This tax treatment applies regardless of the period during which the stockholders
have held their stock. If we designate any portion of a dividend as a capital gain dividend, the amount that will be
taxable to the stockholder as capital gain will be indicated to U.S. holders on IRS Form 1099-DIV. Corporate
stockholders, however, may be required to treat up to 20% of capital gain dividends as ordinary income. Capital
gain dividends are not eligible for the dividends received deduction for corporations.

Instead of paying capital gain dividends, we may elect to require stockholders to include our undistributed
net capital gains in their income. If we make such an election, U.S. holders (i) will include in their income as
long-term capital gains their proportionate share of such undistributed capital gains and (ii) will be deemed to
have paid their proportionate share of the tax paid by us on such undistributed capital gains and thereby receive a
credit or refund to the extent that the tax paid by us exceeds the U.S. holder’s tax liability on the undistributed
capital gain. A U.S. holder of our stock will increase the basis in its stock by the difference between the amount
of capital gain included in its income and the amount of tax it is deemed to have paid. A U.S. holder that is a
corporation will appropriately adjust its earnings and profits for the retained capital gain in accordance with
Treasury regulations to be prescribed by the IRS. Our earnings and profits will be adjusted appropriately.
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We must classify portions of our designated capital gain dividend into the following categories:

* a20% gain distribution, which would be taxable to non-corporate U.S. holders of our stock at a federal
rate of up to 20%; or

» anunrecaptured Section 1250 gain distribution, which would be taxable to non-corporate U.S. holders
of our stock at a maximum rate of 25%.

We must determine the maximum amounts that we may designate as 20% and 25% capital gain dividends
by performing the computation required by the Code as if the REIT were an individual whose ordinary income
were subject to a marginal tax rate of at least 28%. The IRS currently requires that distributions made to different
classes of stock be comprised proportionately of dividends of a particular type.

Passive Activity Loss and Investment Interest Limitation. Distributions that we make and gains arising from
the disposition of our Common Stock by a U.S. holder will not be treated as passive activity income, and
therefore U.S. holders will not be able to apply any “passive activity losses” against such income. Dividends paid
by us, to the extent they do not constitute a return of capital, will generally be treated as investment income for
purposes of the investment income limitation on the deduction of the investment interest.

Qualified Dividend Income. Distributions that are treated as dividends may be taxed at capital gains rates,
rather than ordinary income rates, if they are distributed to an individual, trust or estate, are properly designated
by us as qualified dividend income and certain other requirements are satisfied. Dividends are eligible to be
designated by us as qualified dividend income up to an amount equal to the sum of the qualified dividend income
received by us during the year of the distribution from other C corporations such as taxable REIT subsidiaries,
our “undistributed” REIT taxable income from the immediately preceding year, and any income attributable to
the sale of a built-in gain asset from the immediately preceding year (reduced by any U.S. federal income taxes
that we paid with respect to such REIT taxable income and built-in gain).

Dividends that we receive will be treated as qualified dividend income to us if certain criteria are met. The
dividends must be received from a domestic corporation (other than a REIT or a regulated investment company)
or a qualifying foreign corporation. A foreign corporation generally will be a qualifying foreign corporation if it
is incorporated in a possession of the United States, the corporation is eligible for benefits of an income tax treaty
with the United States which the Secretary of Treasury determines is satisfactory, or the stock on which the
dividend is paid is readily tradable on an established securities market in the United States. However, if a foreign
corporation is a passive foreign investment company, then it will not be treated as a qualifying foreign
corporation, and the dividends we receive from such an entity would not constitute qualified dividend income.

Furthermore, certain exceptions and special rules apply to determine whether dividends may be treated as
qualified dividend income to us. These rules include certain holding requirements that we would have to satisfy
with respect to the stock on which the dividend is paid, and special rules with regard to dividends received from
regulated investment companies and other REITs.

In addition, even if we designate certain dividends as qualified dividend income to our stockholders, the
stockholder will have to meet certain other requirements for the dividend to qualify for taxation at capital gains
rates. For example, the stockholder will only be eligible to treat the dividend as qualifying dividend income if the
stockholder is taxed at individual rates and meets certain holding requirements. In general, in order to treat a
particular dividend as qualified dividend income, a stockholder will be required to hold our stock for more than
60 days during the 121-day period beginning on the date which is 60 days before the date on which the stock
becomes ex-dividend.

Other Tax Considerations. To the extent that we have available net operating losses and capital losses
carried forward from prior tax years, such losses may reduce the amount of distributions that we must make in

order to comply with the REIT distribution requirements. Such losses, however, are not passed through to
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stockholders and do not offset income of stockholders from other sources, nor would such losses affect the
character of any distributions that we make, which are generally subject to tax in the hands of stockholders to the
extent that we have current or accumulated earnings and profits.

Sales of Our Common Stock. Upon any taxable sale or other disposition of our Common Stock (except
pursuant to a repurchase by us, as described below), a U.S. holder of our Common Stock will recognize gain or
loss for U.S. federal income tax purposes in an amount equal to the difference between:

» the amount of cash and the fair market value of any property received on such disposition; and

» the U.S. holder’s adjusted basis in such Common Stock for tax purposes.

Gain or loss will be capital gain or loss if the Common Stock has been held by the U.S. holder as a capital
asset. The applicable tax rate will depend on the holder’s holding period in the asset (generally, if an asset has
been held for more than one year, it will produce long-term capital gain) and the holder’s tax bracket.

In general, any loss upon a sale or exchange of our Common Stock by a U.S. holder who has held such stock
for six months or less (after applying certain holding period rules) will be treated as a long-term capital loss, but
only to the extent of distributions from us received by such U.S. holder that are required to be treated by such
U.S. holder as long-term capital gains.

Repurchases of Our Common Stock. A repurchase of our Common Stock will be treated as a distribution in
exchange for the repurchased shares and taxed in the same manner as any other taxable sale or other disposition
of our Common Stock discussed above, provided that the repurchase satisfies one of the tests enabling the
repurchase to be treated as a sale or exchange. A repurchase will generally be treated as a sale or exchange if it
(1) results in a complete termination of the holder’s interest in our Common Stock, (ii) results in a substantially
disproportionate redemption with respect to the holder, or (iii) is not essentially equivalent to a dividend with
respect to the holder. In determining whether any of these tests has been met, Common Stock actually owned, as
well as Common Stock considered to be owned by the holder by reason of certain constructive ownership rules
set forth in Section 318 of the Code, generally must be taken into account. The sale of Common Stock pursuant
to a repurchase generally will result in a “substantially disproportionate” redemption with respect to a holder if
the percentage of our then outstanding voting stock owned by the holder immediately after the sale is less than
80% of the percentage of our voting stock owned by the holder determined immediately before the sale. The sale
of Common Stock pursuant to a repurchase generally will be treated as not “essentially equivalent to a dividend”
with respect to a holder if the reduction in the holder’s proportionate interest in our stock as a result of our
repurchase constitutes a “meaningful reduction” of such holder’s interest.

A repurchase that does not qualify as an exchange under such tests will constitute a dividend equivalent
repurchase that is treated as a taxable distribution and taxed in the same manner as regular distributions, as
described above under “—Distributions Generally.” In addition, although guidance is sparse, the IRS could take
the position that a holder who does not participate in any repurchase treated as a dividend should be treated as
receiving a constructive distribution of our Common Stock taxable as a dividend in the amount of their increased
percentage ownership of our Common Stock as a result of the repurchase, even though the holder did not actually
receive cash or other property as a result of the repurchase.

Medicare Tax. Certain U.S. holders, including individuals and estates and trusts, are subject to an additional
3.8% Medicare tax on all or a portion of their “net investment income,” which includes net gain from a sale or
exchange of Common Stock and income from dividends paid on Common Stock. U.S. holders are urged to
consult their own tax advisors regarding the Medicare tax.

Taxation of Non-U.S. Holders of Our Common Stock

The rules governing the U.S. federal income taxation of non-U.S. holders are complex. This section is only
a summary of such rules. We urge non-U.S. holders to consult their own tax advisors to determine the
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impact of federal, state and local income tax laws on ownership of the Common Stock, including any
reporting requirements.

Distributions. Distributions by us to a non-U.S. holder on our Common Stock that are neither attributable to
gain from sales or exchanges by us of “U.S. real property interests” nor designated by us as capital gains
dividends will be treated as dividends of ordinary income to the extent that they are made out of our current or
accumulated earnings and profits. These distributions generally will be subject to U.S. federal income tax on a
gross basis at a rate of 30%, or a lower rate as may be specified under an applicable income tax treaty, unless the
dividends are treated as effectively connected with the conduct by the non-U.S. holder of a trade or business
within the United States. Under some treaties, however, lower rates generally applicable to dividends do not
apply to dividends from REITs. Further, reduced treaty rates are not available to the extent the income allocated
to the non-U.S. holder is excess inclusion income. Dividends that are effectively connected with the non-U.S.
holder’s conduct of a trade or business within the United States (and, if required by an applicable income tax
treaty, are attributable to a U.S. permanent establishment) will be subject to tax on a net basis, that is, after
allowance for deductions, at graduated rates, in the same manner as U.S. holders are taxed with respect to these
dividends, and are generally not subject to withholding. Applicable certification and disclosure requirements
must be satisfied to be exempt from withholding under the effectively connected income exception. Any
dividends received by a corporate non-U.S. holder that is engaged in a trade or business within the United States
may also be subject to an additional branch profits tax at a 30% rate, or lower applicable treaty rate.

A non-U.S. holder of our Common Stock who wishes to claim the benefit of an applicable treaty rate and
avoid backup withholding, as discussed below, for our ordinary dividends will be required (i) to complete the
applicable IRS Form W-8 and certify under penalty of perjury that such holder is not a U.S. person as defined
under the Code and is eligible for treaty benefits or (ii) if our Common Stock is held through certain foreign
intermediaries, to satisfy the relevant certification requirements of applicable Treasury regulations. Special
certification and other requirements apply to certain non-U.S. holders that are pass-through entities rather than
corporations or individuals.

A non-U.S. holder of our Common Stock eligible for a reduced rate of U.S. withholding tax pursuant to an
income tax treaty may obtain a refund of any excess amounts withheld by timely filing an appropriate claim for
refund with the IRS.

Distributions that are neither attributable to gain from sales or exchanges of “U.S. real property interests”
nor designated as capital gains dividends and that are in excess of our current or accumulated earnings and profits
that do not exceed the adjusted basis of the non-U.S. holder in its Common Stock will reduce the non-U.S.
holder’s adjusted basis in its Common Stock and will not be subject to U.S. federal income tax. Distributions that
are neither attributable to gain from sales or exchanges of “U.S. real property interests” nor designated as capital
gains dividends and that are in excess of current and accumulated earnings and profits that do exceed the adjusted
basis of the non-U.S. holder in its Common Stock will be treated as gain from the sale of its stock, the tax
treatment of which is described below under “—Sales of Our Common Stock.” Because we generally cannot
determine at the time we make a distribution whether or not the distribution will exceed our current and
accumulated earnings and profits, we normally will withhold tax on the entire amount of any distribution at the
same rate as we would withhold on a dividend.

We would be required to withhold at least 15% of any distribution to a non-U.S. holder in excess of our
current and accumulated earnings and profits if our Common Stock constitutes a U.S. real property interest with
respect to such non-U.S. holder, as described below under “—Sales of Our Common Stock.” This withholding
would apply even if a lower treaty rate otherwise applies or the non-U.S. holder is not liable for tax on the receipt
of that distribution. However, a non-U.S. holder may seek a refund of these amounts from the IRS if the non-U.S.
holder’s U.S. tax liability with respect to the distribution is less than the amount withheld.
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Distributions to a non-U.S. holder that are designated by us at the time of the distribution as capital gain
dividends, other than those arising from the disposition of a U.S. real property interest, generally should not be
subject to U.S. federal income taxation unless:

* The investment in the Common Stock is effectively connected with the non-U.S. holder’s conduct of a
trade or business in the United States (and, if required by an applicable income tax treaty, is
attributable to a U.S. permanent establishment of the non-U.S. holder), in which case the non-U.S.
holder will generally be subject to the same treatment as U.S. holders with respect to any gain, except
that a holder that is a foreign corporation also may be subject to the 30% branch profits tax, as
discussed above; or

*  The non-U.S. holder is an individual who is present in the United States for 183 days or more during
the taxable year of the distribution and has a “tax home” in the United States, in which case the
individual will be subject to a 30% tax on the individual’s capital gains.

Under FIRPTA, distributions to a non-U.S. holder that are attributable to gain from sales or exchanges by us
of U.S. real property interests, whether or not designated as capital gain dividends, will cause the non-U.S. holder
to be treated as recognizing gain that is income effectively connected with the conduct of a trade or business in
the United States. Non-U.S. holders will be taxed on this gain at the same rates applicable to U.S. holders, subject
to a special alternative minimum tax in the case of nonresident alien individuals. Also, this gain may be subject
to a 30% (or lower applicable treaty rate) branch profits tax in the hands of a non-U.S. holder that is a
corporation. A distribution is not attributable to a U.S. real property interest if we held an interest in the
underlying asset solely as a creditor.

We will be required to withhold and remit to the IRS the highest rate of U.S. federal income tax applicable
to each non-U.S. holder, based on the status of such holder, of any distributions to non-U.S. holders that are
designated as capital gain dividends, or, if greater, the highest rate of U.S. federal income tax applicable to each
non-U.S. holder, based on the status of such holder, of a distribution that could have been designated as a capital
gain dividend, whether or not attributable to sales of U.S. real property interests. Distributions can be designated
as capital gain dividends to the extent of our net capital gain for the taxable year of the distribution. The amount
withheld, which for individual non-U.S. holders may exceed the actual tax liability, is creditable against the
non-U.S. holder’s U.S. federal income tax liability.

However, the above withholding tax will not apply to any capital gain dividend with respect to (i) any class
of our stock which is “regularly traded” on an established securities market located in the United States if the
non-U.S. holder did not own more than 10% of such class of stock at any time during the one-year period ending
on the date of such dividend or (ii) a “qualified shareholder” or a “withholding qualified holder”. Instead, any
capital gain dividend will be treated as a distribution subject to the rules discussed above under
“—Distributions.” Also, the branch profits tax would not apply to such a distribution. We expect to treat our
Common Stock as “regularly traded” on an established securities market for purposes of the foregoing exemption
from withholding tax.

Although the law is not clear on the matter, it appears that amounts we designate as undistributed capital
gains in respect of the stock held by U.S. holders generally should be treated with respect to non-U.S. holders in
the same manner as actual distributions by us of capital gain dividends. Under that approach, the non-U.S.
holders would be able to offset as a credit against their U.S. federal income tax liability resulting therefrom their
proportionate share of the tax paid by us on the undistributed capital gains, and to receive from the IRS a refund
to the extent that their proportionate share of this tax paid by us were to exceed their actual U.S. federal income
tax liability. If we were to designate a portion of our net capital gain as undistributed capital gain, a non-U.S.
holder is urged to consult its tax advisor regarding the taxation of such undistributed capital gain.
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Sales of Our Common Stock. Subject to the discussion below under “—Repurchases of Our Common
Stock,” gain recognized by a non-U.S. holder upon the sale or exchange of our stock generally would not be
subject to U.S. taxation unless:

» the investment in our Common Stock is effectively connected with the non-U.S. holder’s conduct of a
trade or business in the United States (and, if required by an applicable income tax treaty, is
attributable to a U.S. permanent establishment of the non-U.S. holder), in which case the non-U.S.
holder will be subject to the same treatment as domestic holders with respect to any gain;

» the non-U.S. holder is a nonresident alien individual who is present in the United States for 183 days or
more during the taxable year and has a tax home in the United States, in which case the nonresident
alien individual will be subject to a 30% tax on the individual’s net capital gains for the taxable year; or

* the non-U.S. holder is not a qualified shareholder or a withholding qualified holder (each as defined
below) and our Common Stock constitutes a U.S. real property interest within the meaning of FIRPTA,
as described below.

We anticipate that our Common Stock will constitute a U.S. real property interest within the meaning of
FIRPTA unless we are a domestically-controlled REIT (or our Common Stock is “regularly traded” on an
established securities market as described below). We will be a domestically-controlled REIT if, at all times
during a specified testing period, less than 50% in value of our stock is held directly or indirectly by non-U.S.
holders. No assurance can be given, however, that we are or will be a domestically-controlled REIT at any time
in the future.

Even if we were not a domestically-controlled REIT, a sale of Common Stock by a non-U.S. holder would
nevertheless not be subject to taxation under FIRPTA as a sale of a U.S. real property interest if:

* our Common Stock were “regularly traded” on an established securities market within the meaning of
applicable Treasury regulations; and

* the non-U.S. holder did not actually, or constructively under specified attribution rules under the Code,
own more than 10% of our Common Stock at any time during the shorter of the five-year period
preceding the disposition or the holder’s holding period.

We expect to treat our Common Stock as “regularly traded” on an established securities market, under the
applicable Treasury Regulations. If gain on the sale or exchange of our Common Stock were subject to taxation
under FIRPTA, the non-U.S. holder would be subject to regular U.S. income tax with respect to any gain in the
same manner as a taxable U.S. holder, subject to any applicable alternative minimum tax and special alternative
minimum tax in the case of nonresident alien individuals. In such a case, under FIRPTA the purchaser of
Common Stock may be required to withhold 15% of the purchase price and remit this amount to the IRS.

Qualified Shareholders. Subject to the exception discussed below, a qualified shareholder who holds our
Common Stock directly or indirectly (through one or more partnerships) will not be subject to FIRPTA
withholding on distributions by us or dispositions of our Common Stock. While a qualified shareholder will not
be subject to FIRPTA withholding on distributions by us or dispositions of our Common Stock, certain investors
of a qualified shareholder (i.e., non-U.S. persons who hold interests in the qualified shareholder (other than
interests solely as a creditor), and hold more than 10% of our Common Stock (whether or not by reason of the
investor’s ownership in the qualified shareholder)) may be subject to FIRPTA withholding.

A qualified shareholder is a non-U.S. person that (i) either is eligible for the benefits of a comprehensive
income tax treaty which includes an exchange of information program and whose principal class of interests is
listed and regularly traded on one or more recognized stock exchanges (as defined in such comprehensive income
tax treaty), or is a foreign partnership that is created or organized under foreign law as a limited partnership in a
jurisdiction that has an agreement for the exchange of information with respect to taxes with the United States
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and has a class of limited partnership units representing greater than 50% of the value of all the partnership units
that is regularly traded on the NYSE or NASDAQ markets, (ii) is a “qualified collective investment vehicle”
(within the meaning of Section 897(k)(3)(B) of the Code), and (iii) maintains records on the identity of each
person who, at any time during the foreign person’s taxable year, is the direct owner of 5% or more of the class
of interests or units (as applicable) described in (i), above.

Withholding Qualified Holders. Any distribution to a withholding qualified holder (or an entity all of the
interests of which are held by one or more withholding qualified holders) who holds our Common Stock directly
or indirectly (through one or more partnerships) will not be subject to FIRPTA withholding on distributions by us
or dispositions of our Common Stock.

A qualified foreign pension fund is any trust, corporation, or other organization or arrangement (i) which is
created or organized under the law of a country other than the United States, (ii) which is established (a) by such
country (or one or more political subdivisions thereof) to provide retirement or pension benefits to participants or
beneficiaries that are current or former employees (including self-employed individuals) or persons designated
by such employees, as a result of services rendered by such employees to their employers or (b) by one or more
employers to provide retirement or pension benefits to participants or beneficiaries that are current or former
employees (including self-employed individuals) or persons designated by such employees in consideration for
services rendered by such employees to such employers, (iii) which does not have a single participant or
beneficiary with a right to more than 5% of its assets or income, (iv) which is subject to government regulation
and with respect to which annual information reporting about its beneficiaries is provided, or is otherwise
available, to the relevant tax authorities in the country in which it is established or operates, and (v) with respect
to which, under the laws of the country in which it is established or operates, (a) contributions to such
organization or arrangement that would otherwise be subject to tax under such laws are deductible or excluded
from the gross income of such entity or arrangement or taxed at a reduced rate, or (b) taxation of any investment
income of such organization or arrangement is deferred or such income is excluded from the gross income of
such entity or arrangement or is taxed at a reduced rate.

We urge non-U.S. holders to consult their own tax advisers to determine their eligibility for exemption
from FIRPTA withholding and their qualification as a qualified shareholder or a withholding qualified
holder.

Repurchases of Our Common Stock. A repurchase of our Common Stock that is not treated as a sale or
exchange will be taxed in the same manner as regular distributions under the rules described above. See
“—Taxation of U.S. Holders of Our Common Stock—Repurchases of Our Common Stock” for a discussion of
when a redemption will be treated as a sale or exchange and related matters.

A repurchase of our Common Stock generally will be subject to tax under FIRPTA to the extent the
distribution in the repurchase is attributable to gains from our dispositions of U.S. real property interests. To the
extent the distribution is not attributable to gains from our dispositions of U.S. real property interests, the excess
of the amount of money received in the repurchase over the non-U.S. holder’s basis in the repurchased shares
will be treated in the manner described above under “—Sales of Our Common Stock.” The IRS has released an
official notice stating that repurchase payments may be attributable to gains from dispositions of U.S. real
property interests (except when the 10% regularly traded exception would apply), but has not provided any
guidance to determine when and what portion of a repurchase payment is a distribution that is attributable to
gains from our dispositions of U.S. real property interests. Due to the uncertainty, except when the 10% regularly
traded exception would apply, we may withhold at the highest rate of U.S. federal income tax applicable to each
non-U.S. holder, based on the status of such holder, from all or a portion of repurchase payments to non-U.S.
holders other than qualified shareholders or withholding qualified holder. To the extent the amount of tax we
withhold exceeds the amount of a non-U.S. holder’s U.S. federal income tax liability, the non-U.S. holder may
file a U.S. federal income tax return and claim a refund.
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U.S. Federal Income Tax Returns. If a non-U.S. holder is subject to taxation under FIRPTA on proceeds
from the sale of our Common Stock or on distributions we make, the non-U.S. holder will be required to file a
U.S. federal income tax return. Prospective non-U.S. holders are urged to consult their tax advisors to determine
the impact of U.S. federal, state, local and foreign income tax laws on their ownership of our Common Stock,
including any reporting requirements.

Taxation of Tax-Exempt Holders of Our Common Stock

Provided that a tax-exempt holder has not held its Common Stock as “debt-financed property” within the
meaning of the Code and our shares of stock are not being used in an unrelated trade or business, dividend
income from us generally will not be unrelated business taxable income (“UBTI”) to a tax-exempt holder.
Similarly, income from the sale of our Common Stock will not constitute UBTI unless the tax-exempt holder has
held its Common Stock as debt-financed property within the meaning of the Code or has used the Common Stock
in a trade or business.

Further, for a tax-exempt holder that is a social club, voluntary employee benefit association, supplemental
unemployment benefit trust or qualified group legal services plan exempt from U.S. federal income taxation
under Sections 501(c)(7), (¢)(9), (c)(17) and (c)(20) of the Code, respectively, or a single parent title-holding
corporation exempt under Section 501(c)(2) the income of which is payable to any of the aforementioned
tax-exempt organizations, income from an investment in our Common Stock will constitute UBTI unless the
organization properly sets aside or reserves such amounts for purposes specified in the Code. These tax-exempt
holders should consult their own tax advisors concerning these “set aside” and reserve requirements.

Notwithstanding the above, however, a portion of the dividends paid by a “pension-held REIT” are treated
as UBTI as to any trust which is described in Section 401(a) of the Code, is tax-exempt under Section 501(a) of
the Code, and holds more than 10%, by value, of the interests in the REIT. Tax-exempt pension funds that are
described in Section 401(a) of the Code are referred to below as “pension trusts.”

A REIT is a “pension-held REIT” if it meets the following two tests:

» it would not have qualified as a REIT but for Section 856(h)(3) of the Code, which provides that stock
owned by pension trusts will be treated, for purposes of determining whether the REIT is closely held,
as owned by the beneficiaries of the trust rather than by the trust itself; and

o either (i) at least one pension trust holds more than 25% of the value of the interests in the REIT, or
(i1) a group of pension trusts each individually holding more than 10% of the value of the REIT’s stock,
collectively owns more than 50% of the value of the REIT’s stock.

The percentage of any REIT dividend from a “pension-held REIT” that is treated as UBTI is equal to the
ratio of the UBTI earned by the REIT, treating the REIT as if it were a pension trust and therefore subject to tax
on UBTI, to the total gross income of the REIT. An exception applies where the percentage is less than 5% for
any year, in which case none of the dividends would be treated as UBTI. The provisions requiring pension trusts
to treat a portion of REIT distributions as UBTI will not apply if the REIT is not a “pension-held REIT” (for
example, if the REIT is able to satisfy the “not closely held requirement” without relying on the “look through”
exception with respect to pension trusts).

Distribution Reinvestment Plan

Holders who participate in the distribution reinvestment plan will recognize taxable income in the amount
they would have received had they elected not to participate, even though they receive no cash. These deemed
distributions will be treated as actual distributions from us to the participating holders and will retain the
character and U.S. federal income tax effects applicable to all distributions. Stock received under the plan will
have a holding period beginning with the day after purchase, and a U.S. federal income tax basis equal to its cost,
which is the gross amount of the deemed distribution. Because of our charter’s restrictions on the number of
shares of our stock that a person may own, we do not anticipate that we will become a “pension-held REIT.”
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Backup Withholding Tax and Information Reporting

U.S. Holders of Common Stock. In general, information-reporting requirements will apply to payments of
dividends and proceeds of the sale of our Common Stock held by U.S. holders, unless such U.S. holder is an
exempt recipient. A backup withholding tax may apply to such payments if such U.S. holder fails to provide a
taxpayer identification number or certification of other exempt status or fails to report in full dividend or interest
income. In addition, we may be required to withhold a portion of capital gain distributions to any U.S. holders
who fail to certify their U.S. status to us. Any amounts withheld under the backup withholding rules will be
allowed as a credit against your U.S. federal income tax liability, provided that the required information is timely
furnished to the IRS.

Brokers that are required to report the gross proceeds from a sale of our Common Stock on IRS Form
1099-B will also be required to report the customer’s adjusted basis in the Common Stock sold and whether any
gain or loss with respect to such stock is long-term or short-term. In some cases, there may be alternative
methods of determining the basis in the Common Stock sold, in which case your broker will apply a default
method of its choosing if you do not indicate which method you choose to have applied. U.S. holders should
consult their own tax advisors regarding these reporting requirements and their election options.

Non-U.S. Holders of Our Common Stock. We must report annually to the IRS and to each non-U.S. holder
the amount of dividends paid to such holder and the tax withheld with respect to such dividends, regardless of
whether withholding was required. Copies of the information returns reporting such dividends and withholding
may also be made available to the tax authorities in the country in which the non-U.S. holder resides under the
provisions of an applicable income tax treaty.

A non-U.S. holder will be subject to backup withholding for dividends paid to such holder unless such
holder certifies under penalty of perjury that it is a non-U.S. holder (and the payor does not have actual
knowledge or reason to know that such holder is a “United States person” as defined under the Code), or such
holder otherwise establishes an exemption.

Information reporting and, depending on the circumstances, backup withholding will apply to the proceeds
of a sale of our Common Stock within the United States or conducted through certain U.S.-related financial
intermediaries, unless the beneficial owner certifies under penalty of perjury that it is a non-U.S. holder (and the
payor does not have actual knowledge or reason to know that the beneficial owner is a “United States person” as
defined under the Code), or such owner otherwise establishes an exemption.

Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit against a
non-U.S. holder’s U.S. federal income tax liability provided the required information is timely furnished to the
IRS.

Legislative or Other Actions Affecting REITs

The present U.S. federal income tax treatment of REITs may be modified, possibly with retroactive effect,
by legislative, judicial or administrative action at any time. The REIT rules are constantly under review by
persons involved in the legislative process and by the IRS and the Treasury, which may result in statutory
changes as well as revisions to regulations and interpretations. Changes to the U.S. federal tax laws and
interpretations thereof could adversely affect an investment in our Common Stock.

State and Local Taxes

We and our stockholders may be subject to state or local taxation in various state or local jurisdictions,
including those in which we or they transact business or reside. Our state and local tax treatment and that of our
stockholders may not conform to the U.S. federal income tax treatment discussed above. Consequently,
prospective stockholders should consult their own tax advisors regarding the effect of state and local tax laws on
an investment in our Common Stock.
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Tax Shelter Reporting

If a stockholder recognizes a loss with respect to stock of $2 million or more for an individual stockholder
or $10 million or more for a corporate stockholder, the stockholder must file a disclosure statement with the IRS
on Form 8886. Direct stockholders of portfolio securities are in many cases exempt from this reporting
requirement, but stockholders of a REIT currently are not excepted. The fact that a loss is reportable under these
regulations does not affect the legal determination of whether the taxpayer’s treatment of the loss is proper.
Stockholders should consult their tax advisors to determine the applicability of these regulations in light of their
individual circumstances.

Additional Withholding Requirements

Under Sections 1471 through 1474 of the Code (such Sections commonly referred to as “FATCA”), a 30%
U.S. federal withholding tax may apply to any ordinary dividends and other distributions that we pay to (i) a
“foreign financial institution” (as specifically defined in the Code) which does not provide sufficient
documentation, typically on IRS Form W-8BEN-E, evidencing either (x) an exemption from FATCA, or (y) its
compliance (or deemed compliance) with FATCA (which may alternatively be in the form of compliance with an
intergovernmental agreement with the United States) in a manner that avoids withholding, or (ii) a “non-financial
foreign entity” (as specifically defined in the Code) which does not provide sufficient documentation, typically
on IRS Form W-8BEN-E, evidencing either (x) an exemption from FATCA, or (y) adequate information
regarding certain substantial U.S. beneficial owners of such entity (if any). If a dividend payment is both subject
to withholding under FATCA and subject to withholding tax discussed above, the withholding under FATCA
may be credited against, and therefore reduce, such other withholding tax. Non-U.S. holders should consult their
tax advisors to determine the applicability of this legislation in light of their individual circumstances.
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EMPLOYEE BENEFIT PLAN AND IRA CONSIDERATIONS

The following is a summary of certain considerations associated with the purchase of Common Stock by
(i) employee benefit plans within the meaning of Section 3(3) of ERISA that are subject to the fiduciary
responsibility provisions of Title I of ERISA (including, without limitation, pension and profit-sharing plans), (ii)
plans, individual retirement accounts (“IRAs”) and other arrangements that are subject to Section 4975 of the
Code, or provisions under any federal, state, local, non-U.S. or other laws or regulations that are similar to such
provisions of Title I of ERISA or Section 4975 of the (collectively, “Similar Laws”), and (iii) entities whose
underlying assets are considered to include “plan assets” of any of the foregoing described in clauses (i) and (ii)
(each of the foregoing described in clauses (i), (ii) and (iii) are referred to herein as, a “Plan”).

General Fiduciary Matters

ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan which is a Benefit Plan
Investor (defined below) and prohibit certain transactions involving the assets of Benefit Plan Investor and its
fiduciaries or other interested parties. Under ERISA and the Code, any person who exercises any discretionary
authority or control over the administration of a Benefit Plan Investor or the management or disposition of the
assets of a Benefit Plan Investor, or who renders investment advice for a fee or other compensation to a Benefit
Plan Investor, is generally considered to be a fiduciary of the Benefit Plan Investor. The term “benefit plan
investor” (“Benefit Plan Investor”) is generally defined to include (i) “employee benefit plans” (within the
meaning of Section 3(3) of ERISA) that are subject to Title I of ERISA, (ii) “plans” (within the meaning of
Section 4975 of the Code) to which Section 4975 of the Code is applicable (including, without limitation,
“Keogh” plans and IRAs), and (iii) entities whose underlying assets are considered to include the assets of any
employee benefit plan or plan described in clauses (i) and (ii) above (e.g., an entity of which 25% or more of the
total value of any class of equity interests is held by Benefit Plan Investors and which does not satisfy another
exception under ERISA).

In considering an investment in the Common Stock of a portion of the assets of any Plan, a fiduciary should
determine whether the investment is in accordance with the documents and instruments governing the Plan and
the applicable provisions of ERISA, the Code or any Similar Law relating to a fiduciary’s duties to the Plan
including, without limitation, the prudence, diversification, delegation of control and prohibited transaction
provisions of ERISA, the Code and any other applicable Similar Laws.

Prohibited Transaction Issues

Section 406 of ERISA and Section 4975 of the Code prohibit Benefit Plan Investors from engaging in
specified transactions involving plan assets with persons or entities who are “parties in interest,” within the
meaning of ERISA, or “disqualified persons,” within the meaning of Section 4975 of the Code, unless an
exemption is available. A party in interest or disqualified person who engaged in a non-exempt prohibited
transaction may be subject to excise taxes and other penalties and liabilities under ERISA and the Code. In
addition, the fiduciary of such Benefit Plan Investor that engaged in such a non-exempt prohibited transaction
may be subject to penalties and liabilities under ERISA and the Code. The acquisition and/or holding of the
Common Stock by a Benefit Plan Investor with respect to which the Fund or the Adviser is considered a party in
interest or a disqualified person may constitute or result in a direct or indirect prohibited transaction under
Section 406 of ERISA and/or Section 4975 of the Code, unless the investment is acquired and is held in
accordance with an applicable statutory, class or individual prohibited transaction exemption, of which there are
many. Fiduciaries of Benefit Plan Investors considering acquiring Common Stock in reliance on an exemption
should carefully review the exemption in consultation with its legal advisers to assure it is applicable.

Plan Assets

Under ERISA and the regulations promulgated thereunder, as modified by Section 3(42) of ERISA (the
“Plan Assets Regulation”), when a Benefit Plan Investor acquires an equity interest in an entity that is neither a
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“publicly-offered security” (within the meaning of the Plan Assets Regulation) nor a security issued by an
investment company registered under the Investment Company Act, the Benefit Plan Investor’s assets include
both the equity interest and an undivided interest in each of the underlying assets of the entity unless it is
established either that less than 25% of the total value of each class of equity interest in the entity is held by
Benefit Plan Investors or that the entity is an “operating company,” each as defined in the Plan Assets
Regulation. Because the Fund is registered as an investment company under the Investment Company Act, the
underlying assets of the Fund will not be considered to be “plan assets” of any Benefit Plan Investor investing in
the Fund for purposes of the fiduciary responsibility and prohibited transaction rules under Title I of ERISA or
Section 4975 of the Code. Thus, neither the Fund nor the Adviser will be a “fiduciary,” within the meaning of
ERISA or Section 4975 of the Code, with respect to the assets of any Benefit Plan Investor that holds Common
Stock, solely as a result of the Benefit Plan Investor’s investment in the Fund.

Other Plans

Certain Plans, such as governmental plans and non-U.S. plans, may not be subject to the fiduciary
responsibility or prohibited transaction provisions of Title I of ERISA or Section 4975 of the Code, but may be
subject to provisions of Similar Laws which may restrict the type of investments such a Plan may make or
otherwise have an impact on such a Plan’s ability to invest the Fund. Accordingly, each such Plan, including
governmental and foreign plans, considering an investment in the Common Stock should consult with their legal
advisers regarding their proposed investment in the Common Stock.

Representation

By acceptance of the Common Stock, each purchaser and subsequent transferee of the Common Stock will
be deemed to have represented and warranted that either (i) no portion of the assets used by such purchaser or
transferee to acquire or hold the Common Stock constitutes assets of any Plan or (ii) the purchase and holding of
the Common Stock by such purchaser or transferee will not constitute or result in a non-exempt prohibited
transaction under Section 406 of ERISA or Section 4975 of the Code or similar violation under applicable
Similar Law.

Reporting Of Indirect Compensation

Under ERISA’s general reporting and disclosure rules, Benefit Plan Investors subject to Title I of ERISA
are required to file annual reports (Form 5500) with the U.S. Department of Labor regarding their assets,
liabilities and expenses. To facilitate a plan administrator’s compliance with these requirements it is noted that
the descriptions contained in this prospectus of fees and compensation, including the Management Fee and the
Incentive Fee payable to the Adviser are intended to satisfy the disclosure requirements for “eligible indirect
compensation” for which the alternative reporting option on Schedule C of Form 5500 may be available.

The provisions of ERISA are subject to extensive and continuing administrative and judicial interpretation
and review. The discussion of ERISA contained herein is general in nature and may be affected by future
regulations and rulings. Potential investors should consult their legal advisers regarding the consequences under
ERISA, the Code or Similar Law of an investment by a Plan in the Fund.

The foregoing discussion of ERISA, the Code and Similar Law issues should not be construed as legal
advice. Fiduciaries of Plans should consult their own legal advisers with respect to issues arising under
ERISA, the Code and applicable Similar Laws make their own independent decision regarding an
investment in the Fund. The foregoing discussion is general in nature and is not intended to be
all-inclusive. Each Plan fiduciary should consult with its legal advisers concerning the considerations
discussed above before making an investment in the Fund. As indicated above, Similar Laws governing the
investment and management of the assets of Plans that are not subject to the fiduciary responsibility or
prohibited transaction provisions of Title I of ERISA or Section 4975 of the Code, such as governmental
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plans and non-U.S. plans, may contain fiduciary responsibility and prohibited transaction requirements
similar to those under ERISA and Section 4975 of the Code. All Plans, in consultation with their legal
advisers, should consider the impact of their respective laws and regulations on an investment in the Fund
and the considerations discussed above, if applicable.
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CUSTODIAN AND TRANSFER AGENT

The custodian of the assets of the Fund is The Bank of New York Mellon located at 240 Greenwich Street,
New York, NY 10286.

SS&C Global Investor & Distribution Solutions, Inc., located at 430 W 7th Street Suite 219302, Kansas
City, MO 64105-1407, serves as the Transfer Agent and dividend paying agent with respect to the Common
Stock.

LEGAL MATTERS

Simpson Thacher & Bartlett LLP, Washington, D.C. serves as counsel to the Fund. Venable LLP, 750 East

Pratt Street, Suite 900, Baltimore, MD 21202, serves as Maryland counsel to the Fund.
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Deloitte & Touche LLP serves as the independent registered public accounting firm of the Fund and audits

the financial statements of the Fund. Deloitte & Touche LLP is located at 30 Rockefeller Plaza, New York,
NY 10112.
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KKR REAL ESTATE SELECT TRUST INC.

CLASS S COMMON SHARES
CLASS D COMMON SHARES
CLASS U COMMON SHARES
CLASS I COMMON SHARES

PROSPECTUS

All dealers that buy, sell or trade the Common Stock, whether or not participating in this offering, may be
required to deliver a prospectus in accordance with the terms of the dealers’ agreements with the Fund’s
Distributor.

You should rely only on the information contained in or incorporated by reference into this prospectus.
The Fund has not authorized anyone to provide you with different information. If anyone provides you
with different or inconsistent information, you should not rely on it. The Fund is not making an offer to
sell these securities in any jurisdiction where the offer is not permitted.

April 23,2026




KKR REAL ESTATE SELECT TRUST INC.

STATEMENT OF ADDITIONAL INFORMATION

KKR Real Estate Select Trust Inc. (the “Fund”) is a non-diversified closed-end management investment
company that invests primarily in commercial real estate in the United States. This Statement of Additional
Information relating to the Common Stock does not constitute a prospectus, but should be read in conjunction
with the prospectus relating thereto dated April 23, 2026. This Statement of Additional Information, which is not
a prospectus, does not include all information that a prospective investor should consider before purchasing
Common Stock, and investors should obtain and read the prospectus prior to purchasing such Common Stock. A
copy of the prospectus may be obtained without charge by calling (855) 844-8655, by writing to the Fund at 30
Hudson Yards, New York, NY 10001 or visiting the Fund’s website at www.krest.reit, when available. You may
also obtain a copy of the prospectus on the SEC’s website (http://www.sec.gov). Capitalized terms used but not
defined in this Statement of Additional Information have the meanings ascribed to them in the prospectus.

This Statement of Additional Information is dated April 23, 2026.
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INVESTMENT OBJECTIVES

The Fund’s primary investment objective is to provide attractive current income with a secondary objective
of long-term capital appreciation. There can be no assurance that the Fund will achieve its investment objectives.



INVESTMENT RESTRICTIONS

The Fund’s stated fundamental policies, which may only be changed by the affirmative vote of a majority of
the outstanding voting securities of the Fund, are listed below. For the purposes of this SAI, “majority of the
outstanding voting securities of the Fund” means the vote, at an annual or special meeting of stockholders, duly
called, (a) of 67% or more of the shares present at such meeting, if the holders of more than 50% of the
outstanding shares are present or represented by proxy; or (b) of more than 50% of the outstanding shares,
whichever is less.

Real Estate Fundamental Policy

The Fund has adopted a fundamental policy permitting it to invest in real estate or interests in real estate,
securities that are secured by or represent interests in real estate (e.g. mortgage loans evidenced by notes or other
writings defined to be a type of security), mortgage-related securities, investment funds that invest in real estate
through entities that may qualify as REITs, or in companies engaged in the real estate business or that have a
significant portion of their assets in real estate (including REITSs).

Fundamental Restrictions
The Fund may not:

(1) Borrow money, except to the extent permitted by the Investment Company Act (which currently limits
borrowing to no more than 33 1/3% of the value of the Fund’s total assets (less all liabilities and
indebtedness not represented by senior securities)). The Fund may borrow for investment purposes, for
temporary liquidity, or to finance repurchases of its Common Stock.

(2) Issue senior securities, except to the extent permitted by Section 18 of the Investment Company Act
(which currently limits the issuance of a class of senior securities that is indebtedness to no more than
33 1/3% of the value of the Fund’s total assets (less all liabilities and indebtedness not represented by
senior securities) or, if the class of senior security is stock, to no more than 50% of the value of the
Fund’s total assets (less all liabilities and indebtedness not represented by senior securities)).

(3) Purchase securities on margin, but may sell securities short and write call options.

(4) Underwrite securities of other issuers, except insofar as the Fund may be deemed an underwriter under
the Securities Act in connection with the disposition of its portfolio securities. The Fund may invest in
restricted securities (those that must be registered under the Securities Act before they may be offered
or sold to the public) to the extent permitted by the Investment Company Act.

(5) Invest more than 25% of the value of its total assets in the securities of companies or entities engaged
in any one industry, or group of industries, except the real estate industry. This limitation does not
apply to investment in the securities of the U.S. government, its agencies or instrumentalities. Under
normal circumstances, the Fund will invest over 25% of its assets in the securities of companies or
entities in the real estate industry.

(6) Purchase or sell commodities, commodity contracts, including commodity futures contracts, unless
acquired as a result of ownership of securities or other investments, except that the Fund may invest in
securities or other instruments backed by or linked to commodities, and invest in companies that are
engaged in a commodities business or have a significant portion of their assets in commodities, and
may invest in commodity pools and other entities that purchase and sell commodities and commodity
contracts.

(7) Make loans except (a) through the purchase of debt securities or the origination of real estate-related
loans in accordance with its investment objective and policies or (b) or as otherwise permitted by
(1) the Investment Company Act, or interpretations or modifications by the SEC, SEC staff or other
authority with appropriate jurisdiction or (ii) exemptive or other relief or permission from the SEC,
SEC staff or other authority.
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With respect to the limitation regarding the Fund’s ability to borrow set forth in subparagraph (1) above, the
Investment Company Act requires the Fund to maintain at all times an asset coverage of at least 300% of the
amount of its borrowings. For the purpose of borrowing money, “asset coverage” means the ratio that the value
of the Fund’s total assets, minus all liabilities and indebtedness, other than indebtedness constituting leverage
under the Investment Company Act, bears to the aggregate amount of all borrowings.

With respect to the limitation regarding the issuance of senior securities set forth in subparagraph (2) above,
“senior securities” are defined as any bond, debenture, note, or similar obligation or instrument constituting a
security and evidencing indebtedness, and any stock of a class having priority over any other class as to
distribution of assets or payment of dividends.

The ability of a closed-end fund to issue senior securities is severely circumscribed by complex regulatory
constraints under the Investment Company Act that restrict, for instance, the amount, timing and form of senior
securities that may be issued. Certain trading practices and investments, such as derivatives transactions, may be
treated as senior securities under the Investment Company Act. Rule 18f-4 under the Investment Company Act
provides an exemption from certain limitations on the issuance of senior securities for transactions in derivatives
instruments where the Fund complies with the requirements of the rule. See also “Investments in Publicly Traded
Real Estate Securities—Derivatives” below.

Under the Investment Company Act, a “senior security” does not include any promissory note or evidence
of indebtedness where such loan is for temporary purposes only and in an amount not exceeding 5% of the value
of the total assets of the issuer at the time the loan is made. A loan is presumed to be for temporary purposes if it
is repaid within 60 days and is not extended or renewed.

With respect to the limitation regarding underwriting the securities of other issuers set forth in subparagraph
(4) above, a technical provision of the Securities Act deems certain persons to be “underwriters” if they purchase
a security from an issuer and later sell it to the public. Although it is not believed that the application of this
Securities Act provision would cause a fund to be engaged in the business of underwriting, the policy set forth in
subparagraph (4) will be interpreted not to prevent the Fund from engaging in transactions involving the
acquisition or disposition of portfolio securities, regardless of whether the Fund may be considered to be an
underwriter under the Securities Act. Under the Securities Act, an underwriter may be liable for material
omissions or misstatements in an issuer’s registration statement or prospectus.

With respect to the limitation regarding the purchase or sale of commodities and commodities contracts set
forth in subparagraph (6) above, the Investment Company Act does not prohibit a fund from owning
commodities, whether physical commodities and contracts related to physical commodities (such as oil or grains
and related futures contracts), or financial commodities and contracts related to financial commodities (such as
currencies and, possibly, currency futures). The value of commodities and commodity-related instruments may
be extremely volatile and may be affected either directly or indirectly by a variety of factors. There also may be
storage charges and risks of loss associated with physical commodities.

All limitations applicable to the Fund’s investments (as stated above and elsewhere in this Statement of
Additional Information) apply only at the time a transaction is entered into. Any subsequent change in the
percentage of the Fund’s assets invested in certain securities or other instruments, resulting from credit rating
downgrades, market fluctuations or other changes in the Fund’s total assets, will not require the Fund to dispose
of an investment until the Adviser determines that it is practicable to sell or close out the investment without
adverse market or tax consequences to the Fund.
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Non-Fundamental Restrictions

The Fund’s investment objective and investment strategies are not fundamental and may be changed by the
Board without stockholder approval. The Fund will provide stockholders with at least 60 days’ notice prior to
changing the policy to invest, under normal circumstances, 80% of its net assets (plus the amount of its
borrowings for investment purposes) in a portfolio of real estate, including in the form of property investments
and debt interests and to a lesser extent in traded real estate-related securities.
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INVESTMENT POLICIES AND TECHNIQUES

The following information supplements the discussion of the Fund’s investment policies and techniques in
the prospectus.

The Fund intends, under normal circumstances, to invest at least 80% of its net assets (plus the amount of its
borrowings for investment purposes) in a portfolio of real estate, including in the form of property investments
and debt interests and to a lesser extent in traded real estate-related securities. The Fund will target investments
in three primary investment strategies: (i) thematically-driven stabilized, income-generating real estate, (ii) prime
single tenant real estate and (iii) real estate debt and preferred equity interests.

On a long-term basis, under normal circumstances, the Adviser expects to allocate the Fund’s portfolio
among the Fund’s three primary investment strategies. Since real estate markets are often cyclical in nature, we
do not target specific allocations by investment strategy or geography. The Fund will deploy capital into the
primary investment strategy that the Adviser believes provides the best opportunities to meet our investment
objectives. In addition to investments in real estate related securities as part of the Fund’s Real Estate Debt and
Preferred Equity strategy, and to provide liquidity for periodic share repurchases, we intend to, subject to any
limitations and requirements relating to our qualification as a REIT, generally maintain under normal
circumstances an allocation to securities, cash, cash equivalents and other short-term investments, which may be
up to 20% of our assets. In particular, we may seek to make opportunistic purchases of securities or short-term
investments during periods of market dislocation.

Investments in Real Estate
Ground Leases

The Fund may invest from time to time in real estate properties that are subject to ground leases. As a lessee
under a ground lease, the Fund may be exposed to the possibility of losing the property upon termination, or an
earlier breach by us, of the ground lease, which may adversely impact our investment performance. Furthermore,
ground leases generally provide for certain provisions that limit the ability to sell certain properties subject to the
lease. In order to assign or transfer rights and obligations under certain ground leases, the Fund will generally
need to obtain consent of the landlord of such property, which, in turn, could adversely impact the price realized
from any such sale.

Potential Investment Structures

The Fund’s property investments in each primary strategy are expected to be structured through privately-
owned operating entities or private real estate operating companies which hold whole or partial interests in real
properties. The Fund expects to pursue these investments through various transaction types, such as large single
asset purchases, portfolio purchases, platform build-ups and public to private transactions. The Fund may also
enter into joint ventures with third parties to make investments. The Fund may also make investments in
partnerships or other co-ownership arrangements or participation arrangements with other investors, including
affiliates, to acquire properties.

The Fund has received an exemptive relief order (the “Order”) from the SEC that permits it to, among other
things, co-invest with certain other persons, including certain affiliates of the Adviser and certain public or
private funds managed by the Adviser and its affiliates, in privately negotiated transactions subject to certain
terms and conditions. The Order imposes extensive conditions on the terms of any negotiated co-investment
made by the Fund alongside an affiliate of the Fund.

Wholly Owned Subsidiaries. The Fund intends to invest in commercial real estate through one or more
wholly-owned operating entities. Commercial real estate investments through these wholly owned subsidiaries
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may include fee simple, leasehold ownership, debt instruments or a partnership/limited liability company interest
in the underlying real estate. Unlike investments through joint venture entities, the Fund will maintain complete
ownership of the underlying commercial real estate held by a wholly owned subsidiary and as a result, the Fund
will bear all risks associated with the underlying commercial real estate. However, depending upon the
investment structure, the Fund will have greater flexibility as to the renovation, redevelopment, repositioning,
disposition, restructuring or payoff of an underlying commercial real estate investment held by the wholly owned
subsidiary because the Fund will be in a position to exercise sole decision-making authority with respect to such
underlying commercial real estate. Further, investments in real estate made through a wholly owned subsidiary
will not be subject to the risk of bankruptcy of a third-party or failure of such third-party to fund any required
capital contributions, or the risk of disputes between the Fund and its joint venture partners that could result in
litigation or arbitration that would increase the Fund’s expenses. With regard to debt instruments, the collateral is
subject to risks of delinquency, foreclosure and loss of principal. In certain structures, it is common for the rights
of debt holders to be governed by intercreditor or interlender agreements, which may limit the Fund’s ability to
pursue remedies.

Joint Venture Entities. The Fund may enter into joint ventures with third parties, including partnerships,
co-tenancies and other co-ownership arrangements or participations with mortgage or investment banks, financial
institutions, real estate developers, owners, or other non-affiliated third parties for the purpose of owning or
operating real estate through joint venture entities. In such event, the Fund would not be in a position to exercise
sole decision-making authority regarding the underlying real estate held by the joint venture entity, and as a
result the Fund may also be subject to the potential risk of impasses on decisions, such as a sale, foreclosure and
restructuring because neither it nor its joint venture partners would have full control over the investments held by
the joint venture entity. See “Risks—Joint Venture Risk” in the prospectus. Unlike investments in a wholly owned
subsidiary, investments in joint venture entities may, under certain circumstances, involve risks related to the
involvement of a third-party, including the possibility that the Fund’s joint venture partners might become
bankrupt or fail to fund their required capital contributions. The Fund expects that the other unaffiliated third-
party joint venture partners that will invest alongside the Fund in a joint venture entity will generally be third-
party or affiliated property managers or institutional investors such as public pension funds, corporate pension
funds, investment funds and companies and qualified trusts forming part of an endowment or charitable
foundation.

The Fund has not established safeguards it will apply to, or that will be required in, the joint venture entities.
Any particular safeguards the Fund will require for investments in joint venture entities will be determined on a
case-by-case basis after the Adviser considers all facts it believes are relevant, such as the nature and attributes of
the Fund’s potential joint venture entity partner, the proposed structure of the joint venture entity, the nature of
the operations, liabilities and assets the joint venture entity may conduct or own, and the proportion of the size of
the Fund’s interest when compared to the interests owned by other joint venture entity party. The Fund expects to
consider specific safeguards to address potential consequences relating to:

* The management of the joint venture, such as obtaining certain approval rights in joint ventures the
Fund does not control or providing for procedures to address decisions in the event of an impasse if the
Fund shares control of the joint venture.

» The Fund’s ability to exit a joint venture, such as requiring buy/sell rights, redemption rights or forced
liquidation under certain circumstances.

* The Fund’s ability to control transfers of interests held by other parties in the joint venture, such as
requiring consent, right of first refusal or forced redemption rights in connection with transfers.

* The Fund’s qualification as a REIT for U.S. federal income tax purposes.
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Investments in Publicly Traded Real Estate Securities
MBS

The following describes certain characteristics of MBS, which includes RMBS and CMBS. It should be
noted that new types of MBS are developed and marketed from time to time and that, consistent with its
investment limitations, the Fund may invest in those new types of MBS that the Adviser believes may assist it in
achieving the Fund’s investment objectives.

Yield Characteristics. Interest and principal payments on MBS are typically made monthly, and principal
may be prepaid at any time because the underlying mortgage loans or other assets generally may be prepaid at
any time. As a result, if the Fund purchases such a security at a premium, a prepayment rate that is faster than
expected will reduce yield to maturity, while a prepayment rate that is slower than expected will have the
opposite effect of increasing yield to maturity. Conversely, if the Fund purchases these securities at a discount,
faster than expected prepayments will increase, while slower than expected prepayments will reduce, yield to
maturity.

Prepayments on a pool of mortgage loans are influenced by a variety of economic, geographic, social and
other factors, including changes in mortgagors’ housing needs, job transfers, unemployment, mortgagors’ net
equity in the mortgaged properties and servicing decisions. Generally, however, prepayments on fixed rate
mortgage loans will increase during a period of falling interest rates. Accordingly, amounts available for
reinvestment by the Fund are likely to be greater during a period of relatively low interest rates and, as a result,
are likely to be reinvested at lower interest rates than during a period of relatively high interest rates. MBS may
decrease in value as a result of increases in interest rates and may benefit less than other fixed income securities
from declining interest rates because of the risk of prepayment.

Guaranteed Mortgage Pass-Through Securities. Mortgage pass-through securities represent participation
interests in pools of residential mortgage loans originated by U.S. governmental or private lenders and
guaranteed, to the extent provided in such securities, by the U.S. government or one of its agencies or
instrumentalities. Any guarantee of such securities runs only to principal and interest payments on the securities
and not to the market value of such securities or the principal and interest payments on the underlying mortgages.
In addition, the guarantee only runs to the portfolio securities held by the Fund and not to the purchase of
Common Stock. Such securities, which are ownership interests in the underlying mortgage loans, differ from
conventional debt securities, which provide for periodic payment of interest in fixed amounts (usually semi-
annually) and principal payments at maturity or on specified call dates. Mortgage pass-through securities provide
for monthly payments that are a “pass-through” of the monthly interest and principal payments (including any
prepayments) made by the individual borrowers on the pooled mortgage loans, net of any fees paid to the
guarantor of such securities and the servicer of the underlying mortgage loans. Guaranteed mortgage pass-
through securities are often sold on a to-be-acquired or “TBA” basis. Such securities are typically sold one to
three months in advance of issuance, prior to the identification of the underlying pools of mortgage securities but
with the interest payment provisions fixed in advance. The underlying pools of mortgage securities are identified
shortly before settlement and must meet certain parameters.

The guaranteed mortgage pass-through securities in which the Fund may invest may include those issued or
guaranteed by the Government National Mortgage Association (“Ginnie Mae Certificates™), the Federal National
Mortgage Association (“Fannie Mae Certificates”) and the Federal Home Loan Mortgage Corporation (“Freddie
Mac Certificates”).

Ginnie Mae Certificates. Ginnie Mae is a wholly-owned United States corporation within the Department of
Housing and Urban Development. The full faith and credit of the U.S. government is pledged to the payment of
amounts that may be required to be paid under any guarantee, but not as to the market value of such securities.
The Ginnie Mae Certificates will represent a pro rata interest in one or more pools of the following types of
mortgage loans: (i) fixed rate level payment mortgage loans; (ii) fixed rate graduated payment mortgage loans;
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(iii) fixed rate growing equity mortgage loans; (iv) fixed rate mortgage loans secured by manufactured (mobile)
homes; (v) mortgage loans on multifamily residential properties under construction; (vi) mortgage loans on
completed multifamily projects; (vii) fixed rate mortgage loans as to which escrowed funds are used to reduce
the borrower’s monthly payments during the early years of the mortgage loans (“buydown” mortgage loans);
(viii) mortgage loans that provide for adjustments in payments based on periodic changes in interest rates or in
other payment terms of the mortgage loans; and (ix) mortgage-backed serial notes. All of these mortgage loans
will be Federal Housing Administration Loans (“FHA Loans”) or Veterans’ Administration Loans (“VA Loans”)
and, except as otherwise specified above, will be fully amortizing loans secured by first liens on one- to four-
family housing units.

Fannie Mae Certificates. Fannie Mae is a government sponsored corporation which is subject to general
regulation by the Secretary of Housing and Urban Development. Each Fannie Mae Certificate will entitle the
registered holder thereof to receive amounts representing such holder’s pro rata interest in scheduled principal
payments and interest payments (at such Fannie Mae Certificate’s pass-through rate, which is net of any
servicing and guarantee fees on the underlying mortgage loans), and any principal prepayments on the mortgage
loans in the pool represented by such Fannie Mae Certificate and such holder’s proportionate interest in the full
principal amount of any foreclosed or otherwise finally liquidated mortgage loan. The full and timely payment of
principal of and interest on each Fannie Mae Certificate, but not the market value thereof, will be guaranteed by
Fannie Mae, which guarantee is not backed by the full faith and credit of the U.S. government. Each Fannie Mae
Certificate will represent a pro rata interest in one or more pools of FHA Loans, VA Loans or conventional
mortgage loans (i.e., mortgage loans that are not insured or guaranteed by any governmental agency) of the
following types: (i) fixed rate level payment mortgage loans; (ii) fixed rate growing equity mortgage loans;

(iii) fixed rate graduated payment mortgage loans; (iv) variable rate California mortgage loans; (v) other
adjustable rate mortgage loans; and (vi) fixed rate mortgage loans secured by multifamily projects.

Freddie Mac Certificates. Freddie Mac is a stockholder owned corporation created pursuant to the
Emergency Home Finance Act of 1970, as amended (the “FHLMC Act”), and subject to general regulation by
the Department of Housing and Urban Development. Freddie Mac guarantees to each registered holder of a
Freddie Mac Certificate ultimate collection of all principal of the related mortgage loans, without any offset or
deduction, but does not, generally, guarantee the timely payment of scheduled principal or the market value of
the securities. Freddie Mac may remit the amount due on account of its guarantee of collection of principal at any
time after default on an underlying mortgage loan, but not later than 30 days following: (i) foreclosure sale;
(i1) payment of a claim by any mortgage insurer; or (iii) the expiration of any right of redemption, whichever
occurs later, but in any event no later than one year after demand has been made upon the mortgagor for
accelerated payment of principal. The obligations of Freddie Mac under its guarantee are obligations solely of
Freddie Mac and are not backed by the full faith and credit of the U.S. government.

Freddie Mac Certificates represent a pro rata interest in a group of mortgage loans (a “Freddie Mac
Certificate group”) purchased by Freddie Mac. The mortgage loans underlying the Freddie Mac Certificates will
consist of fixed rate or adjustable rate mortgage loans with original terms to maturity of between ten and thirty
years, substantially all of which are secured by first liens on one-to four-family residential properties or
multifamily projects. Each mortgage loan must meet the applicable standards set forth in the FHLMC Act. A
Freddie Mac Certificate group may include whole loans, participation interests in whole loans and undivided
interests in whole loans and participations comprising another Freddie Mac Certificate group.

Although the U.S. government guarantees principal and interest payments on securities issued by the U.S.
government and some of its agencies, such as securities issued by Ginnie Mae, this guarantee does not apply to
losses resulting from declines in the market value of these securities. Some MBS that the Fund may hold are not
guaranteed or backed by the full faith and credit of the U.S. government, such as those issued by Fannie Mae and
Freddie Mac. Although the U.S. government has recently provided financial support to Fannie Mae and Freddie
Mac, there can be no assurance that it will support these or other government-sponsored enterprises in the future.
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Other Investments
Corporate Bonds

The Fund may invest in corporate bonds, including corporate bonds of real estate-related companies.
Corporate bonds include a wide variety of debt obligations of varying maturities issued by U.S. and foreign
corporations (including banks) and other business entities. Bonds are fixed or variable rate debt obligations,
including bills, notes, debentures and similar instruments and securities. The Fund will invest in U.S. dollar-
denominated corporate bonds and may also invest in bonds denominated in foreign currencies in accordance with
the Fund’s investment objective and policies as described in the prospectus.

The Fund has the flexibility to invest in corporate bonds that are below investment grade quality. Corporate
bonds rated below investment grade quality (that is, rated below “BBB-" by Standard & Poor’s Corporation
(“S&P”) or Fitch Ratings, Inc. (“Fitch”), below “Baa3” by Moody’s Investors Service, Inc. (“Moody’s”) or
comparably rated by another NRSRO) are commonly referred to as “high yield” securities or “junk bonds.”
Issuers of securities rated BB+/Bal are regarded as having current capacity to make principal and interest
payments but are subject to business, financial or economic conditions which could adversely affect such
payment capacity. Corporate bonds rated BBB- or Baa3 or above are considered “investment grade” securities.
Corporate bonds rated Baa are considered medium grade obligations that lack outstanding investment
characteristics and have speculative characteristics, while corporate bonds rated BBB are regarded as having
adequate capacity to pay principal and interest. Corporate bonds rated below investment grade quality are
obligations of issuers that are considered predominately speculative with respect to the issuer’s capacity to pay
interest and repay principal according to the terms of the obligation and, therefore, carry greater investment risk,
including the possibility of issuer default and bankruptcy and increased market price volatility. Corporate bonds
rated below investment grade tend to be less marketable than higher-quality securities because the market for
them is less broad. The market for corporate bonds unrated by any NRSRO is even narrower. During periods of
thin trading in these markets, the spread between bid and asked prices is likely to increase significantly and the
Fund may have greater difficulty selling its portfolio securities. The Fund will be more dependent on the
Adviser’s research and analysis when investing in these securities.

A general description of Moody’s, S&P’s and Fitch’s ratings of bonds is set forth in Appendix A hereto.
The ratings of Moody’s, S&P and Fitch generally represent their opinions as to the quality of the bonds they rate.
It should be emphasized, however, that such ratings are relative and subjective, are not absolute standards of
quality, are subject to change and do not evaluate the market risk and liquidity of the securities. Consequently,
bonds with the same maturity, coupon and rating may have different yields while obligations of the same
maturity and coupon with different ratings may have the same yield.

Subject to rating agency guidelines, the Fund may invest a significant portion of its assets in broad segments
of the bond market. If the Fund invests a significant portion of its assets in one segment, the Fund will be more
susceptible to economic, business, political, regulatory and other developments generally affecting issuers in
such segment of the corporate bond market.

Zero Coupon Securities and Payment-In-Kind Securities

The Fund may invest in zero coupon securities and payment-in-kind securities. Zero coupon securities are
debt securities that pay no cash income and are sold at substantial discounts from their value at maturity. When a
zero coupon security is held to maturity, its entire return, which consists of the amortization discount, comes
from the difference between its purchase price and its maturity value. This difference is known at the time of
purchase, so that investors holding zero coupon securities until maturity know at the time of their investment
what the expected return on their investment will be, assuming full repayment of the bond. The Fund also may
purchase payment-in-kind securities. Payment-in-kind securities pay all or a portion of their interest in the form
of debt or equity securities rather than cash.
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Zero coupon securities and payment-in-kind securities tend to be subject to greater price fluctuations in
response to changes in interest rates than are ordinary interest-paying debt securities with similar maturities. The
value of zero coupon securities appreciates more during periods of declining interest rates and depreciates more
during periods of rising interest rates than ordinary interest-paying debt securities with similar maturities. Zero
coupon securities and payment-in-kind securities may be issued by a wide variety of corporate and governmental
issuers.

Current federal income tax law requires the holder of a zero coupon security, certain payment-in-kind
securities, and certain other securities acquired at a discount to accrue income with respect to these securities
prior to the receipt of cash payments. Accordingly, to avoid liability for federal income and excise taxes, the
Fund may be required to distribute cash attributable to income accrued with respect to these securities and may
have to dispose of portfolio securities under disadvantageous circumstances in order to generate cash to satisfy
these distribution requirements.

Variable Rate Obligations

The Fund may invest in variable rate obligations. Variable rate obligations bear interest at rates that are not
fixed, but vary with changes in specified market rates or indexes, such as the prime rate, and at specified
intervals. Such obligations include, but are not limited to, variable rate master demand notes, which are
unsecured instruments issued pursuant to an agreement between the issuer and the holder that permit the
indebtedness thereunder to vary and provide for periodic adjustments in the interest rate.

Certain of the variable rate obligations that may be purchased by the Fund may carry a demand feature that
would permit the holder to tender them back to the issuer of the instrument or to a third-party at par value prior to
maturity. Some of the demand instruments that may be purchased by the Fund may not trade in a secondary
market and would derive their liquidity solely from the ability of the holder to demand repayment from the issuer
or third-party providing credit support. If a demand instrument is not traded in a secondary market, the Fund will
nonetheless treat the instrument as “readily marketable” for the purposes of determining whether the instrument
is an illiquid security unless the demand feature has a notice period of more than seven days in which case the
instrument will be characterized as “not readily marketable” and therefore illiquid. The Adviser will monitor on
an ongoing basis the ability of an issuer of a demand instrument to pay principal and interest on demand.

The Fund’s right to obtain payment at par on a demand instrument could be affected by events occurring
between the date the Fund elects to demand payment and the date payment is due that may affect the ability of
the issuer of the instrument or the third-party providing credit support to make payment when due, except when
such demand instruments permit same day settlement. To facilitate settlement, these same day demand
instruments may be held in book entry form at a bank other than the Fund’s custodian subject to a sub-custodian
agreement approved by the Fund between that bank and the Fund’s custodian.

Below Investment Grade (“High Yield” or “Junk”) Securities

Under rating agency guidelines, medium- and lower-rated securities and comparable unrated securities will
likely have some quality and protective characteristics that are outweighed by large uncertainties or major risk
exposures to adverse conditions. Medium- and lower-rated securities may have poor prospects of ever attaining
any real investment standing, may have a current identifiable vulnerability to default or be in default, may be
unlikely to have the capacity to pay interest and repay principal when due in the event of adverse business,
financial or economic conditions, and/or may be likely to be in default or not current in the payment of interest or
principal. Such securities are considered speculative with respect to the issuer’s capacity to pay interest and repay
principal in accordance with the terms of the obligations. Accordingly, it is possible that these types of factors
could reduce the value of securities held by the Fund with a commensurate effect on the value of the Common
Stock.
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Changes by recognized rating services in their ratings of any security and in the ability of an issuer to make
payments of interest and principal may also affect the value of these investments. A description of the ratings
used by Moody’s, S&P and Fitch is set forth in Appendix A. The ratings of Moody’s, S&P and Fitch generally
represent the opinions of those organizations as to the quality of the securities that they rate. Such ratings,
however, are relative and subjective, are not absolute standards of quality, are subject to change and do not
evaluate the market risk or liquidity of the securities.

The secondary markets for high yield securities are generally not as liquid as the secondary markets for
higher rated securities. The secondary markets for high yield securities are concentrated in relatively few market
makers and participants in the market are mostly institutional investors, including insurance companies, banks,
other financial institutions and mutual funds. In addition, the trading volume for high yield securities is generally
lower than that for higher-rated securities, and the secondary markets could contract under adverse market or
economic conditions independent of any specific adverse changes in the condition of a particular issuer. These
factors may have an adverse effect on the ability of the Fund to dispose of particular portfolio investments, may
adversely affect the Fund’s NAV per share and may limit the ability of the Fund to obtain accurate market
quotations for purposes of valuing securities and calculating NAV. If the Fund is not able to obtain precise or
accurate market quotations for a particular security, it will become more difficult to value the Fund’s portfolio
securities, and a greater degree of judgment may be necessary in making such valuations. Less liquid secondary
markets may also affect the ability of the Fund to sell securities at their fair value. If the secondary markets for
high yield securities contract due to adverse economic conditions or for other reasons, certain liquid securities in
the Fund’s portfolio may become illiquid and the proportion of the Fund’s assets invested in illiquid securities
may significantly increase.

Prices for high yield securities may be affected by legislative and regulatory developments. These laws
could adversely affect the Fund’s NAV and investment practices, the secondary market for high yield securities,
the financial condition of issuers of these securities and the value of outstanding high yield securities. For
example, federal legislation requiring the divestiture by federally insured savings and loan associations of their
investments in high yield bonds and limiting the deductibility of interest by certain corporate issuers of high yield
bonds adversely affected the market in recent years. See “Risks—Below Investment Grade (High Yield or Junk)
Securities Risk” in the prospectus.

U.S. Government Obligations

Securities issued or guaranteed by U.S. government agencies and instrumentalities include obligations that
are supported by: (a) the full faith and credit of the Treasury (e.g., Ginnie Mae Certificates); (b) the limited
authority of the issuer or guarantor to borrow from the Treasury (e.g., obligations of Federal Home Loan Banks);
or (c) only the credit of the issuer or guarantor (e.g., Freddie Mac Certificates). In the case of obligations not
backed by the full faith and credit of the Treasury, the agency issuing or guaranteeing the obligation is
principally responsible for ultimate repayment.

Agencies and instrumentalities that issue or guarantee debt securities and that have been established or
sponsored by the U.S. government include, in addition to those identified above, the Bank for Cooperatives, the
Export-Import Bank, the Federal Farm Credit System, the Federal Intermediate Credit Banks, the Federal Land
Banks, Fannie Mae and the Student Loan Marketing Association.

Reverse Repurchase Agreements

The Fund may enter into reverse repurchase agreements, under which the Fund will effectively pledge its
assets as collateral to secure a short-term loan. Generally, the other party to the agreement makes the loan in an
amount equal to a percentage of the market value of the pledged collateral. At the maturity of the reverse
repurchase agreement, the Fund will be required to repay the loan and correspondingly receive back its collateral.
While used as collateral, the assets continue to pay principal and interest which are for the benefit of the Fund.
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Repurchase Agreements

A repurchase agreement is a transaction in which the seller of a security commits itself at the time of the
sale to repurchase that security from the Fund, as the buyer, at a mutually agreed upon time and price.

The Fund will enter into repurchase agreements only with dealers, domestic banks or recognized financial
institutions which, in the opinion of the Adviser, are deemed creditworthy. The Adviser will monitor the value of
the securities underlying the repurchase agreement at the time the transaction is entered into and at all times
during the term of the repurchase agreement to ensure that the value of the securities always equals or exceeds
the repurchase price. The Fund requires that additional securities be deposited if the value of the securities
purchased decreases below their resale price and does not bear the risk of a decline in the value of the underlying
security unless the seller defaults under the repurchase obligation. In the event of default by the seller under the
repurchase agreement, the Fund could experience losses and experience delays in connection with the disposition
of the underlying security. To the extent that, in the meantime, the value of the securities that the Fund has
purchased has decreased, the Fund could experience a loss. Repurchase agreements with maturities of more than
seven days will be treated as illiquid securities by the Fund.

Loans of Portfolio Securities

The Fund may lend portfolio securities to brokers or dealers or other financial institutions although it has no
current intention to do so. The procedure for the lending of securities will include the following features and
conditions. The borrower of the securities will deposit cash or liquid securities with the Fund in an amount equal
to a minimum of 100% of the market value of the securities lent. The Fund will invest the cash collateral in short-
term debt securities or cash equivalents and earn the interest thereon. A negotiated portion of the income so
earned may be paid to the borrower and/or the broker who arranged the loan. If the Fund receives securities as
collateral, the Fund will receive a fee from the borrower. If the value of the collateral drops below the required
minimum at any time, the borrower may be called upon to post additional collateral. If the additional collateral is
not paid, the loan will be immediately due and the Fund may use the collateral or its own cash to replace the
securities by purchase in the open market charging any loss to the borrower. These will be “demand” loans and
may be terminated by the Fund at any time. The Fund will receive any dividends and interest paid on the
securities lent and the loans will be structured to assure that the Fund will be able to exercise its voting rights on
the securities.

Rule 1444 Securities

The Fund may purchase Rule 144A securities for which there is a secondary market of qualified institutional
buyers, as defined in Rule 144A promulgated under the Securities Act. Rule 144A provides an exemption from
the registration requirements of the Securities Act for the resale of certain restricted securities to qualified
institutional buyers. The Board has determined that Rule 144 A securities may be considered liquid securities if
so determined by the Adviser. The Adviser has adopted policies and procedures for the purpose of determining
whether securities that are eligible for resales under Rule 144A are liquid or illiquid. Pursuant to those policies
and procedures, the Adviser may make the determination as to whether a particular security is liquid or illiquid
with consideration to be given to, among other things, the frequency of trades and quotes for the security, the
number of dealers willing to sell the security, the number of potential purchasers, dealer undertakings to make a
market in the security, the nature of the security and the time needed to dispose of the security.

To the extent that liquid Rule 144A securities that the Fund holds become illiquid, due to the lack of
sufficient qualified institutional buyers or market or other conditions, the percentage of the Fund’s assets invested
in illiquid assets would increase. The Adviser will monitor Fund investments in Rule 144A securities and will
consider appropriate measures to enable the Fund to meet any investment limitations and to maintain sufficient
liquidity for operating purposes and to meet redemption requests.



Restricted Securities and Securities with Limited Trading Markets

The Fund may purchase securities for which there is a limited trading market or which are subject to
restrictions on resale to the public. If the Fund were to assume substantial positions in securities with limited
trading markets, the activities of the Fund could have an adverse effect upon the liquidity and marketability of
such securities and the Fund might not be able to dispose of its holdings in those securities at then current market
prices. Circumstances could also exist (to satisfy redemptions, for example) when portfolio securities might have
to be sold by the Fund at times which otherwise might be considered to be disadvantageous so that the Fund
might receive lower proceeds from such sales than it had expected to realize. Investments in securities which are
“restricted” may involve added expenses to the Fund should the Fund be required to bear registration costs with
respect to such securities. The Fund could also be delayed in disposing of such securities which might have an
adverse effect upon the price and timing of sales and the liquidity of the Fund. Restricted securities and securities
for which there is a limited trading market may be significantly more difficult to value due to the unavailability
of reliable market quotations for such securities, and investment in such securities may have an adverse impact
on NAV. As more fully described above, the Fund may purchase Rule 144A securities for which there may be a
secondary market of qualified institutional buyers as contemplated by Rule 144A under the Securities Act.

Convertible Securities and Synthetic Convertible Securities

The Fund may invest in convertible securities. A convertible security is a bond, debenture, note, preferred
stock or other security that may be converted into or exchanged for a prescribed amount of common stock or
other equity security of the same or a different issuer within a particular period of time at a specified price or
formula. Before conversion, convertible securities have characteristics similar to nonconvertible income
securities in that they ordinarily provide a stable stream of income with generally higher yields than those of
common stocks of the same or similar issuers, but lower yields than comparable nonconvertible securities.
Similar to traditional fixed income securities, the market values of convertible securities tend to decline as
interest rates increase and, conversely, to increase as interest rates decline. However, when the market price of
the common stock underlying a convertible security exceeds the conversion price, the convertible security tends
to reflect the market price of the underlying common stock. As the market price of the underlying common stock
declines, the convertible security tends to trade increasingly on a yield basis and thus may not decline in price to
the same extent as the underlying common stock. The credit standing of the issuer and other factors also may
have an effect on the convertible security’s investment value. Convertible securities rank senior to common stock
in a corporation’s capital structure but are usually subordinated to comparable nonconvertible securities.
Convertible securities may be subject to redemption at the option of the issuer at a price established in the
convertible security’s governing instrument.

Convertible securities are investments that provide for a stable stream of income with generally higher
yields than common stock. There can be no assurance of current income because the issuers of the convertible
securities may default on their obligations. Convertible securities, however, generally offer lower interest or
dividend yields than non-convertible securities of similar credit quality because of the potential for capital
appreciation. A convertible security, in addition to providing current income, offers the potential for capital
appreciation through the conversion feature, which enables the holder to benefit from increases in the market
price of the underlying common stock.

Synthetic convertible securities differ from convertible securities in certain respects. Unlike a true
convertible security, which is a single security having a unitary market value, a synthetic convertible comprises
two or more separate securities, each with its own market value. Therefore, the “market value” of a synthetic
convertible security is the sum of the values of its debt component and its convertibility component. For this
reason, the values of a synthetic convertible and a true convertible security may respond differently to market
fluctuations.
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Credit Linked Notes

Credit linked notes are structured securities typically issued by banks whose principal and interest payments
are contingent on the performance of the reference issuer. Credit linked notes are created by embedding a credit
default swap in a funded asset to form an investment whose credit risk and cash flow characteristics resemble
those of a bond or loan. These credit linked notes pay an enhanced coupon to the investor for taking on the added
credit risk of the reference issuer.

Derivatives

The Fund may use various investment strategies described below to hedge market risks (such as broad or
specific market movements, interest rates and currency exchange rates), to manage the effective maturity or
duration of debt instruments held by the Fund, or to seek to increase the Fund’s income or gain.

The Fund may purchase and sell interest rate, currency or stock or bond index futures contracts and enter
into currency transactions; purchase and sell (or write) exchange listed and over-the-counter (“OTC”) put and
call options on securities, currencies, futures contracts, indexes and other financial instruments; enter into interest
rate transactions, forward transactions, equity, debt or credit default swaps and related transactions; and invest in
indexed securities and other similar transactions, which may be developed to the extent that the Adviser
determines that they are consistent with the Fund’s investment objective and policies and applicable regulatory
requirements (collectively, these transactions are referred to as “Derivatives”). The Fund’s interest rate
transactions may take the form of swaps, caps, floors, collars and other combinations of options, forwards, swaps
and/or futures, and the Fund’s currency transactions may take the form of currency forward contracts, currency
futures contracts and options thereon, currency swaps and options on currencies or combinations thereof. The
Fund may sell certain equities or fixed income securities short including, but not limited to Treasury securities,
for investing and/or hedging purposes.

Derivatives involve special risks, including possible default by the other party to the transaction, illiquidity
and, to the extent the Adviser’s view as to certain market movements are incorrect, the risk that the use of
Derivatives could result in significantly greater losses than if they had not been used. The degree of the Fund’s
use of Derivatives may be limited by certain provisions of the Code. For instance, the Fund will use Derivatives
only to the extent such Derivatives are consistent with the requirements of the Code for maintaining its
qualification as a REIT for federal income tax purposes.

Regulation of the derivatives market presents additional risks to the Fund and may limit the ability of the
Fund to use, and the availability or performance of such instruments. The Fund relies on certain exemptions in
Rule 18f-4 to enter into derivatives transactions and certain other transactions notwithstanding the restrictions on
the issuance of “senior securities” under Sections 18 and 61 of the Investment Company Act. Under Rule 18f-4,
“derivatives transactions” include the following: (1) any swap, security-based swap, futures contract, forward
contract, option (excluding purchased options), any combination of the foregoing, or any similar instrument,
under which the Fund is or may be required to make any payment or delivery of cash or other assets during the
life of the instrument or at maturity or early termination, whether as margin or settlement payment or otherwise;
(2) any short sale borrowing; and (3) if the Fund relies on the exemption in Rule 18f-4(d)(1)(ii), reverse
repurchase agreements and similar financing transactions. The Fund will rely on a separate exemption in Rule
18f-4(e) when entering into unfunded commitment agreements, which includes any commitment to make a loan
to a company, including term loans, delayed draw term loans, and revolvers, or to invest equity in a company. To
rely on the unfunded commitment agreements exemption, the Fund must reasonably believe, at the time it enters
into such agreement, that it will have sufficient cash and cash the equivalents to meet its obligations with respect
to all of its unfunded commitment agreements, in each case as they come due. The Fund will rely on the
exemption in Rule 18f-4(f) when purchasing when-issued or forward-settling securities (e.g., firm and standby
commitments, including to-be-announced (“TBA”) commitments, and dollar rolls) and non-standard settlement
cycle securities, if certain conditions are met. In addition, the Fund’s ability to engage in certain derivatives
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transactions could be limited and/or the costs of such derivatives transactions could increase, which could
adversely affect the value or performance of the Fund. The Fund has limited its transactions in derivatives to as
to qualify as a limited derivatives user, and intends to continue to do so.

Commodity Pool Operator Exclusion. With respect to the Fund, the Adviser has claimed an exclusion from
the definition of “commodity pool operator” (“CPO”) under the Commodity Exchange Act (“CEA”) and the
rules of the Commodity Futures Trading Commission (“CFTC”) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect to the Fund, the Adviser is relying upon a related
exclusion from the definition of “commodity trading advisor” under the CEA and the rules of the CFTC. The
terms of the CPO exclusion require the Fund, among other things, to adhere to certain limits on its investments in
“commodity interests.” Commodity interests include commodity futures, commodity options and swaps, which
in turn include non-deliverable currency forward contracts. The Fund is not intended as a vehicle for trading in
the commodity futures, commodity options or swaps markets. The CFTC has neither reviewed nor approved the
Adpviser’s reliance on these exclusions, or the Fund, its investment strategies or this SAIL.

Generally, the exclusion from CPO regulation on which the Adviser relies requires the Fund to meet one of
the following tests for its commodity interest positions, other than positions entered into for bona fide hedging
purposes (as defined in the rules of the CFTC): either (1) the aggregate initial margin and premiums required to
establish the Fund’s positions in commodity interests may not exceed 5% of the liquidation value of the Fund’s
portfolio (after taking into account unrealized profits and unrealized losses on any such positions); or (2) the
aggregate net notional value of the Fund’s commodity interest positions, determined at the time the most recent
such position was established, may not exceed 100% of the liquidation value of the Fund’s portfolio (after taking
into account unrealized profits and unrealized losses on any such positions). In addition to meeting one of these
trading limitations, the Fund may not be marketed as a commodity pool or otherwise as a vehicle for trading in
the commodity futures, commodity options or swaps markets. If, in the future, the Fund can no longer satisfy
these requirements, the Adviser would withdraw its notice claiming an exclusion from the definition of a CPO,
and the Adviser would be subject to registration and regulation as a CPO with respect to the Fund, in accordance
with CFTC rules that apply to CPOs of registered investment companies. Generally, these rules allow for
substituted compliance with CFTC disclosure and shareholder reporting requirements, based on the Adviser’s
compliance with comparable SEC requirements. However, as a result of CFTC regulation with respect to the
Fund, the Fund may incur additional compliance and other expenses.

Futures Contracts. The Fund may trade futures contracts: (1) on domestic and foreign exchanges on
currencies, interest rates and bond indexes; and (2) on domestic and, to the extent permitted by the CFTC, foreign
exchanges on single stocks and stock indexes. Futures contracts are generally bought and sold on the
commodities exchanges on which they are listed with payment of initial and variation margin as described below.
The sale of a futures contract creates a firm obligation by the Fund, as seller, to deliver to the buyer the specific
type of financial instrument called for in the contract at a specific future time for a specified price (or with
respect to certain instruments, the net cash amount). Maintaining a futures contract or selling an option on a
futures contract will typically require the Fund to deposit with a financial intermediary, as security for its
obligations, an amount of cash or other specified assets (“initial margin”) that is typically calculated as an
amount equal to the volatility in market value of a contract over a fixed period. Initial margin requirements are
determined by the respective exchanges on which the futures contracts are traded and the relevant financial
intermediary. Additional cash or assets (“variation margin”) may be required to be deposited thereafter daily as
the mark-to-market value of the futures contract fluctuates. When the futures contract is closed out, if the Fund
has a loss equal to or greater than the margin amount, the margin amount is paid to the financial intermediary
along with any loss in excess of the margin amount. If the Fund has a loss of less than the margin amount, the
excess margin is returned to the Fund. If the Fund has a gain, the full margin amount and the amount of the gain
is paid to the Fund.

The CFTC and the various exchanges have established limits referred to as “speculative position limits” on
the maximum net long or net short position that any person, such as the Fund, may hold or control in a particular
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futures contract. Trading limits are also imposed on the maximum number of contracts that any person may trade
on a particular trading day. An exchange may order the liquidation of positions found to be in violation of these
limits and it may impose other sanctions or restrictions. The regulation of futures, as well as other derivatives, is
a rapidly changing area of law.

Futures exchanges may also limit the amount of fluctuation permitted in certain futures contract prices
during a single trading day. This daily limit establishes the maximum amount that the price of a futures contract
may vary either up or down from the previous day’s settlement price. Once the daily limit has been reached in a
futures contract subject to the limit, no more trades may be made on that day at a price beyond that limit. The
daily limit governs only price movements during a particular trading day and does not limit potential losses
because the limit may prevent the liquidation of unfavorable positions. For example, futures prices have
occasionally moved to the daily limit for several consecutive trading days with little or no trading, thereby
preventing prompt liquidation of positions and subjecting some holders of futures contracts to substantial losses.

Interest Rate Futures Contracts. The Fund may enter into interest rate futures contracts in order to protect it
from fluctuations in interest rates without necessarily buying or selling debt securities. An interest rate futures
contract is an agreement to take or make delivery of either: (i) an amount of cash equal to the difference between
the value of a particular index of debt securities at the beginning and at the end of the contract period; or (ii) a
specified amount of a particular debt security at a future date at a price set at time of the contract. For example, if
the Fund owns bonds, and interest rates are expected to increase, the Fund might sell futures contracts on debt
securities having characteristics similar to those held in the portfolio. Such a sale would have much the same
effect as selling an equivalent value of the bonds owned by the Fund. If interest rates did increase, the value of
the debt securities in the portfolio would decline, but the value of the futures contracts to the Fund would
increase at approximately the same rate, thereby keeping the NAV of each class of the Fund from declining as
much as it otherwise would have. The Fund could accomplish similar results by selling bonds with longer
maturities and investing in bonds with shorter maturities when interest rates are expected to increase. However,
since the futures market may be more liquid than the cash market, the use of futures contracts as a risk
management technique allows the Fund to maintain a defensive position without having to sell its portfolio
securities.

Similarly, when the Adviser expects that interest rates may decline, the Fund may purchase interest rate
futures contracts in an attempt to hedge against having to make subsequently anticipated purchases of bonds at
the higher prices expected to result from declining interest rates. Since the fluctuations in the value of
appropriately selected futures contracts should be similar to that of the bonds that will be purchased, the Fund
could take advantage of the anticipated rise in the cost of the bonds without actually buying them until the market
had stabilized. At that time, the Fund could make the intended purchase of the bonds in the cash market and the
futures contracts could be liquidated.

At the time of delivery of securities pursuant to an interest rate futures contract, adjustments are made to
recognize differences in value arising from the delivery of securities with a different interest rate from that
specified in the contract. In some instances, securities called for by a futures contract may have a shorter term
than the term of the futures contract and, consequently, may not in fact have been issued when the futures
contract was entered.

Options. In order to hedge against adverse market shifts or to increase income or gain, the Fund may
purchase put and call options or write “covered” put and call options on securities, fixed income instruments,
interest rates or currencies or on futures contracts on securities, stock indexes, interest rates or currencies. A call
option is “covered” if, so long as the Fund is obligated as the writer of the option, it will: (i) own the underlying
investment subject to the option; (ii) own securities convertible or exchangeable without the payment of any
consideration into the securities subject to the option; (iii) own a call option on the relevant security or currency
with an exercise price no higher than the exercise price on the call option written or (iv) deposit with its
custodian in a segregated account liquid assets having a value equal to the excess of the value of the security or
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index that is the subject of the call over the exercise price. A put option is “covered” if, to support its obligation
to purchase the underlying investment if a put option that the Fund writes is exercised, the Fund will either

(a) deposit with its custodian in a segregated account liquid assets having a value at least equal to the exercise
price of the underlying investment or (b) continue to own an equivalent number of puts of the same “series” (that
is, puts on the same underlying investment having the same exercise prices and expiration dates as those written
by the Fund), or an equivalent number of puts of the same “class” (that is, puts on the same underlying
investment) with exercise prices greater than those that it has written (or, if the exercise prices of the puts it holds
are less than the exercise prices of those it has written, it will deposit the difference with its custodian in a
segregated account). Parties to options transactions must make certain payments and/or set aside certain amounts
of assets in connection with each transaction, as described below.

In all cases, except for certain options on interest rate futures contracts, by writing a call, the Fund will limit
its opportunity to profit from an increase in the market value of the underlying investment above the exercise
price of the option for as long as the Fund’s obligation as writer of the option continues. By writing a put, the
Fund will limit its opportunity to profit from a decrease in the market value of the underlying investment below
the exercise price of the option for as long as the Fund’s obligation as writer of the option continues. Upon the
exercise of a put option written by the Fund, the Fund may suffer an economic loss equal to the difference
between the price at which the Fund is required to purchase the underlying investment and its market value at the
time of the option exercise, less the premium received for writing the option. Upon the exercise of a call option
written by the Fund, the Fund may suffer an economic loss equal to an amount not less than the excess of the
investment’s market value at the time of the option exercise over the Fund’s acquisition cost of the investment,
less the sum of the premium received for writing the option and the positive difference, if any, between the call
price paid to the Fund and the Fund’s acquisition cost of the investment.

In all cases except for certain options on interest rate futures contracts, in purchasing a put option, the Fund
will seek to benefit from a decline in the market price of the underlying investment, while in purchasing a call
option, the Fund will seek to benefit from an increase in the market price of the underlying investment. If an
option purchased is not sold or exercised when it has remaining value, or if the market price of the underlying
investment remains equal to or greater than the exercise price, in the case of a put, or remains equal to or below
the exercise price, in the case of a call, during the life of the option, the Fund will lose its investment in the
option. For the purchase of an option to be profitable, the market price of the underlying investment must decline
sufficiently below the exercise price, in the case of a put, and must increase sufficiently above the exercise price,
in the case of a call, to cover the premium and transaction costs.

In the case of certain options on interest rate futures contracts, the Fund may purchase a put option in
anticipation of a rise in interest rates, and purchase a call option in anticipation of a fall in interest rates. By
writing a covered call option on interest rate futures contracts, the Fund will limit its opportunity to profit from a
fall in interest rates. By writing a covered put option on interest rate futures contracts, the Fund will limit its
opportunity to profit from a rise in interest rates.

The Fund may choose to exercise the options it holds, permit them to expire or terminate them prior to their
expiration by entering into closing transactions. The Fund may enter into a closing purchase transaction in which
the Fund purchases an option having the same terms as the option it had written or a closing sale transaction in
which the Fund sells an option having the same terms as the option it had purchased. A covered option writer
unable to effect a closing purchase transaction will not be able to sell the underlying security until the option
expires or the underlying security is delivered upon exercise, with the result that the writer will be subject to the
risk of market decline in the underlying security during such period. Should the Fund choose to exercise a call
option, the Fund will purchase in the open market the securities, commodities or commodity futures contracts
underlying the exercised option.

Exchange-listed options on securities and currencies, with certain exceptions, generally settle by physical
delivery of the underlying security or currency, although in the future, cash settlement may become available.
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Frequently, rather than taking or making delivery of the underlying instrument through the process of exercising
the option, listed options are closed by entering into offsetting purchase or sale transactions that do not result in
ownership of the new option. Index options are cash settled for the net amount, if any, by which the option is
“in-the-money” (that is, the amount by which the value of the underlying instrument exceeds, in the case of a call
option, or is less than, in the case of a put option, the exercise price of the option) at the time the option is
exercised.

Put options and call options typically have similar structural characteristics and operational mechanics
regardless of the underlying instrument on which they are purchased or sold. Thus, the following general
discussion relates to each of the particular types of options discussed in greater detail below.

A put option gives the purchaser of the option, upon payment of a premium, the right to sell, and the writer
of the option the obligation to buy, the underlying security, index, currency or other instrument at the exercise
price. The Fund’s purchase of a put option on a security, for example, might be designed to protect its holdings in
the underlying instrument (or, in some cases, a similar instrument) against a substantial decline in the market
value of such instrument by giving the Fund the right to sell the instrument at the option exercise price. A call
option, upon payment of a premium, gives the purchaser of the option the right to buy, and the seller the
obligation to sell, the underlying instrument at the exercise price. The Fund’s purchase of a call option on a
security, financial futures contract, index, currency or other instrument might be intended to protect the Fund
against an increase in the price of the underlying instrument that it intends to purchase in the future by fixing the
price at which it may purchase the instrument. An “American” style put or call option may be exercised at any
time during the option exercised period. A “European” style put or call option may be exercised only upon
expiration. A “Bermudan” style put or call option may be exercised at any time on fixed dates occurring during
the term of the option. Exchange-listed options are issued by a regulated intermediary such as the Options
Clearing Corporation (the “OCC”), which guarantees the performance of the obligations of the parties to the
options. The discussion below uses the OCC as an example, but is also applicable to other similar financial
intermediaries.

Index options are cash settled for the net amount, if any, by which the option is “in-the-money” (that is, the
amount by which the value of the underlying instrument exceeds, in the case of a call option, or is less than, in
the case of a put option, the exercise price of the option) at the time the option is exercised. Frequently, rather
than taking or making delivery of the underlying instrument through the process of exercising the option, listed
options are closed by entering into offsetting purchase or sale transactions that do not result in ownership of the
new option.

The Fund’s ability to close out its position as a purchaser or seller of an OCC-issued or exchange-listed put
or call option is dependent, in part, upon the liquidity of the particular option market. Among the possible
reasons for the absence of a liquid option market on an exchange are: (1) insufficient trading interest in certain
options, (2) restrictions on transactions imposed by an exchange, (3) trading halts, suspensions or other
restrictions imposed with respect to particular classes or series of options or underlying securities, including
reaching daily price limits, (4) interruption of the normal operations of the OCC or an exchange, (5) inadequacy
of the facilities of an exchange or the OCC to handle current trading volume, or (6) a decision by one or more
exchanges to discontinue the trading of options (or a particular class or series of options), in which event the
relevant market for that option on that exchange would cease to exist, although any such outstanding options on
that exchange would continue to be exercisable in accordance with their terms.

The hours of trading for listed options may not coincide with the hours during which the underlying
financial instruments are traded. To the extent that the option markets close before the markets for the underlying
financial instruments, significant price and rate movements can take place in the underlying markets that would
not be reflected in the corresponding option markets.

OTC options are purchased from or sold to securities dealers, financial institutions or other parties
(collectively referred to as “Counterparties” and individually referred to as a “Counterparty”) through a direct
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bilateral agreement with the Counterparty. In contrast to exchange-listed options, which generally have
standardized terms and performance mechanics, all of the terms of an OTC option, including such terms as
method of settlement, term, exercise price, premium, guaranties and security, are determined by negotiation of
the parties. It is anticipated that the Fund will generally only enter into OTC options that have cash settlement
provisions, although it will not be required to do so.

Unless the parties provide for it, no central clearing or guaranty function is currently expected to be
involved in an OTC option. As a result, if a Counterparty fails to make or take delivery of the security, currency
or other instrument underlying an OTC option it has entered into with the Fund or fails to make a cash settlement
payment due in accordance with the terms of that option, the Fund will lose any premium it paid for the option as
well as any anticipated benefit of the transaction. Thus, the Adviser must assess the creditworthiness of each such
Counterparty or any guarantor or credit enhancement of the Counterparty’s credit to determine the likelihood that
the terms of the OTC option will be met. See “Risks—Derivatives Risk” in the prospectus. The Fund will enter
into OTC option transactions only with U.S. government securities dealers recognized by the Federal Reserve
Bank of New York as “primary dealers,” or broker-dealers, domestic or foreign banks, or other financial
institutions that the Adviser deems to be creditworthy. In the absence of a change in the current position of the
SEC, OTC options purchased by the Fund and the amount of the Fund’s obligation pursuant to an OTC option
sold by the Fund (the cost of the sell-back plus the in-the-money amount, if any) or the value of the assets held to
cover such options will be deemed illiquid.

If the Fund sells a call option, it is foregoing its participation in the appreciation in the value of the
underlying asset; however, the premium that it receives may serve as a partial hedge, to the extent of the option
premium, against an increase in the value of the underlying securities or instruments held by the Fund and may
increase the Fund’s income. Similarly, the sale of put options can also provide gains for the Fund.

The Fund may purchase and sell call options on securities that are traded on U.S. and foreign securities
exchanges and in the OTC markets, and on securities indexes, currencies and futures contracts. All calls sold by
the Fund must be “covered” (that is, the Fund must own the securities or futures contract subject to the call) for
so long as the call is outstanding. Even though the Fund will receive the option premium to help protect it against
loss, a call sold by the Fund will expose the Fund during the term of the option to possible loss of opportunity to
realize appreciation in the market price of the underlying security or instrument and may require the Fund to hold
a security or instrument that it might otherwise have sold.

The Fund reserves the right to purchase or sell options on instruments and indexes which may be developed
in the future to the extent consistent with applicable law and the Fund’s investment objective and the restrictions
set forth herein.

The Fund may purchase and sell put options on securities (whether or not it holds the securities in its
portfolio) and on securities indexes, currencies and futures contracts. In selling put options, the Fund faces the
risk that it may be required to buy the underlying security at a disadvantageous price above the market price.

Options on Futures Contracts. The Fund may purchase put and call options and write covered put and call
options on futures contracts on stock indexes, interest rates and currencies traded on domestic and, to the extent
permitted by the CFTC, foreign exchanges, in order to hedge all or a portion of its investments or to increase
income or gain and may enter into closing transactions in order to terminate existing positions. There is no
guarantee that such closing transactions can be effected. An option on a stock index futures contract, interest rate
futures contract or currency futures contract, as contrasted with the direct investment in such a contract, gives the
purchaser the right, in return for the premium paid, to assume a position in the underlying contract at a specified
exercise price at any time on or before the expiration date of the option. Upon exercise of an option, the delivery
of the futures position by the writer of the option to the holder of the option will be accompanied by delivery of
the accumulated balance in the writer’s futures margin account. The potential loss related to the purchase of an
option on a futures contract is limited to the premium paid for the option (plus transaction costs). While the price
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of the option is fixed at the point of sale, the value of the option does change daily and the change would be
reflected in the NAV of the Fund.

The purchase of an option on a financial futures contract involves payment of a premium for the option
without any further obligation on the part of the Fund. If the Fund exercises an option on a futures contract it will
be obligated to post initial margin (and potentially variation margin) for the resulting futures position just as it
would for any futures position. Futures contracts and options thereon are generally settled by entering into an
offsetting transaction, but no assurance can be given that a position can be offset prior to settlement or that
delivery will occur.

Interest Rate and Equity Swaps and Related Transactions. The Fund may enter into interest rate and equity
swaps and may purchase or sell (i.e., write) interest rate and equity caps, floors, collars and combinations thereof.
The Fund expects to enter into these transactions in order to hedge against either a decline in the value of the
securities included in the Fund’s portfolio or against an increase in the price of the securities which it plans to
purchase, in order to preserve or maintain a return or spread on a particular investment or portion of its portfolio
or to achieve a particular return on cash balances, or in order to increase income or gain. Interest rate and equity
swaps involve the exchange by the Fund with another party of their respective commitments to make or receive
payments based on a notional principal amount. The purchase of an interest rate or equity cap entitles the
purchaser, to the extent that a specified index exceeds a predetermined level, to receive payments on a
contractually-based principal amount from the party selling the interest rate or equity cap. The purchase of an
interest rate or equity floor entitles the purchaser, to the extent that a specified index falls below a predetermined
rate, to receive payments on a contractually-based principal amount from the party selling the interest rate or
equity floor. A collar is a combination of a cap and a floor which preserves a certain return within a
predetermined range of values.

The Fund may enter into interest rate and equity swaps, caps, floors and collars on either an asset-based or
liability-based basis, depending on whether it is hedging its assets or its liabilities, and will usually enter into
interest rate and equity swaps on a net basis (i.e., the two payment streams are netted out), with the Fund
receiving or paying, as the case may be, only the net amount of the two payments. The net amount of the excess,
if any, of the Fund’s obligations over its entitlements with respect to each interest rate or equity swap will be
accrued on a daily basis, and an amount of liquid assets having an aggregate NAV at least equal to the accrued
excess will be maintained in a segregated account by the Fund’s custodian in accordance with procedures
established by the Board. If the Fund enters into an interest rate or equity swap on other than a net basis, the Fund
will maintain a segregated account in the full amount accrued on a daily basis of the Fund’s obligations with
respect to the swap. The Fund will only enter into interest rate and equity swap, cap, floor or collar transactions
with counterparties the Adviser deems to be creditworthy. The Adviser will monitor the creditworthiness of
counterparties to its interest rate and equity swap, cap, floor and collar transactions on an ongoing basis. If there
is a default by the other party to such a transaction, the Fund will have contractual remedies pursuant to the
agreements related to the transaction.

The use of interest rate and equity swaps is a highly specialized activity which involves investment
techniques and risks different from those associated with ordinary portfolio securities transactions. If the Adviser
is incorrect in its forecasts of market values, interest rates and other applicable factors, the investment
performance of the Fund would diminish compared with what it would have been if these investment techniques
were not utilized. Moreover, even if the Adviser is correct in its forecasts, there is a risk that the swap position
may correlate imperfectly with the price of the asset or liability being hedged.

The liquidity of swap agreements will be determined by the Adviser based on various factors, including
(1) the frequency of trades and quotations, (2) the number of dealers and prospective purchasers in the
marketplace, (3) dealer undertakings to make a market, (4) the nature of the security (including any demand or
tender features) and (5) the nature of the marketplace for trades (including the ability to assign or offset the
Fund’s rights and obligations relating to the investment). Such determination will govern whether a swap will be
deemed within the percentage restriction on investments in securities that are not readily marketable.
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The effective use of swaps and related transactions by the Fund may depend, among other things, on the
Fund’s ability to terminate the transactions at times when the Adviser deems it desirable to do so. Because swaps
and related transactions are bilateral contractual arrangements between the Fund and counterparties to the
transactions, the Fund’s ability to terminate such an arrangement may be considerably more limited than in the
case of an exchange traded instrument. To the extent the Fund does not, or cannot, terminate such a transaction in
a timely manner, the Fund may suffer a loss in excess of any amounts that it may have received, or expected to
receive, as a result of entering into the transaction. If the other party to a swap defaults, the Fund’s risk of loss is
the net amount of payments that the Fund contractually is entitled to receive, if any. The Fund may purchase and
sell caps, floors and collars without limitation, subject to the segregated account requirement described above.

The Dodd-Frank Act and related regulatory developments have imposed comprehensive regulatory
requirements on swaps and swap market participants. The regulatory framework includes: (1) registration and
regulation of swap dealers and major swap participants; (2) requiring central clearing and execution of
standardized swaps; (3) imposing margin requirements on swap transactions; (4) regulating and monitoring swap
transactions through position limits and large trader reporting requirements; and (5) imposing record keeping and
centralized and public reporting requirements, on an anonymous basis, for most swaps. The CFTC is responsible
for the regulation of most swaps. The SEC has jurisdiction over a small segment of the market referred to as
“security-based swaps,” which includes swaps on single securities or credits, or narrow-based indices of
securities or credits.

Indexed Securities. The Fund may purchase securities whose prices are indexed to the prices of other
securities, securities indexes, currencies, or other financial indicators. Indexed securities typically, but not
always, are debt securities or deposits whose value at maturity or coupon rate is determined by reference to a
specific instrument or statistic. Currency-indexed securities typically are short-term to intermediate-term debt
securities whose maturity values or interest rates are determined by reference to the values of one or more
specified foreign currencies, and may offer higher yields than U.S. dollar-denominated securities of equivalent
issuers. Currency-indexed securities may be positively or negatively indexed; that is, their maturity value may
increase when the specified currency value increases, resulting in a security that performs similarly to a foreign
currency-denominated instrument, or their maturity value may decline when foreign currencies increase,
resulting in a security whose price characteristics are similar to a put on the underlying currency. Currency-
indexed securities may also have prices that depend on the values of a number of different foreign currencies
relative to each other.

Combined Transactions. The Fund may enter into multiple transactions, including multiple options
transactions, multiple futures transactions, multiple currency transactions (including forward currency contracts),
multiple interest rate transactions and any combination of futures, options, currency and interest rate transactions,
instead of a single Derivative, as part of a single or combined strategy when, in the judgment of the Adviser, it is
in the best interests of the Fund to do so. A combined transaction will usually contain elements of risk that are
present in each of its component transactions. Although combined transactions will normally be entered into by
the Fund based on the Adviser’s judgment that the combined strategies will reduce risk or otherwise more
effectively achieve the desired portfolio management goal, it is possible that the combination will instead
increase the risks or hinder achievement of the Fund’s objective.

Risk Factors. Derivatives have special risks associated with them, including possible default by the
counterparty to the transaction, illiquidity and, to the extent the Adviser’s view as to certain market movements is
incorrect, the risk that the use of the Derivatives could result in losses greater than if they had not been used. Use
of put and call options could result in losses to the Fund, force the purchase or sale, as the case may be, of written
portfolio securities at inopportune times or for prices higher than (in the case of written put options) or lower
than (in the case of written call options) current market values, or cause the Fund to hold a security it might
otherwise sell.

The use of futures and options transactions entails certain special risks. In particular, the variable degree of
correlation between price movements of futures contracts and price movements in the related securities position
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of the Fund could create the possibility that losses on the hedging instrument are greater than gains in the value
of the Fund’s position. In addition, futures and options markets could be illiquid in some circumstances and
certain OTC options could have no markets. As a result, in certain markets, the Fund might not be able to close
out a transaction without incurring substantial losses. Although the Fund’s use of futures and options transactions
for hedging should tend to minimize the risk of loss due to a decline in the value of the hedged position, at the
same time it will tend to limit any potential gain to the Fund that might result from an increase in value of the
position. There is also the risk of loss by the Fund of margin deposits in the event of bankruptcy of a broker with
whom the Fund has an open position in a futures contract or option thereon. Finally, the daily variation margin
requirements for futures contracts create a greater ongoing potential financial risk than would purchases of
options, in which case the exposure is limited to the cost of the initial premium. However, because option
premiums paid by the Fund are small in relation to the market value of the investments underlying the options,
buying options can result in large amounts of leverage. This leverage offered by trading in options could cause
the Fund’s NAV to be subject to more frequent and wider fluctuation than would be the case if the Fund did not
invest in options. See “Leverage” in the prospectus.

As is the case with futures and options strategies, the effective use of swaps and related transactions by the
Fund may depend, among other things, on the Fund’s ability to terminate the transactions at times when the
Adviser deems it desirable to do so. To the extent the Fund does not, or cannot, terminate such a transaction in a
timely manner, the Fund may suffer a loss in excess of any amounts that it may have received, or expected to
receive, as a result of entering into the transaction.

Certain standardized swaps are subject to mandatory central clearing and exchange-trading. In a cleared
swap, the Fund’s ultimate counterparty is a central clearinghouse rather than a brokerage firm, bank or other
financial institution. Uncleared swaps, in contrast, are typically executed bilaterally with a swap dealer rather
than traded on exchanges. Performance of an uncleared swap agreement is the responsibility only of the swap
counterparty and not of any exchange or clearinghouse. As a result, when the Fund enters into an uncleared swap
it is subject to the risk that a counterparty will be unable or will refuse to perform under such agreement,
including because of the counterparty’s bankruptcy or insolvency.

The Dodd-Frank Act and implementing rules will ultimately require the clearing and exchange-trading of
many swaps. Mandatory exchange-trading and clearing will occur on a phased-in basis based on the type of
market participant, CFTC approval of contracts for central clearing and public trading facilities making such
cleared swaps available to trade. To date, the CFTC has designated only certain of the most common types of
credit default index swaps and interest rate swaps as subject to mandatory clearing and certain public trading
facilities have made certain of those cleared swaps available to trade, but it is expected that additional categories
of swaps will in the future be designated as subject to mandatory clearing and trade execution requirements.
Central clearing is intended to reduce counterparty credit risk and increase liquidity, but central clearing does not
eliminate these risks and may involve additional costs and risks not involved with uncleared swaps. The credit
risk of cleared swap participants is concentrated in a few clearinghouses, and the consequences of insolvency of a
clearinghouse are not clear.

Because the amount of interest and/or principal payments which the issuer of indexed securities is obligated
to make is linked to the prices of other securities, securities indexes, currencies, or other financial indicators,
such payments may be significantly greater or less than payment obligations in respect of other types of debt
securities. As a result, an investment in indexed securities may be considered speculative. Moreover, the
performance of indexed securities depends to a great extent on the performance of, and may be more volatile
than, the security, currency, or other instrument to which they are indexed, and may also be influenced by interest
rate changes in the United States and abroad. At the same time, indexed securities are subject to the credit risks
associated with the issuer of the security, and their values may decline substantially if the issuer’s
creditworthiness deteriorates.

Losses resulting from the use of Derivatives will reduce the Fund’s NAV, and possibly income, and the
losses can be greater than if Derivatives had not been used. See “Risks—Derivatives Risk” in the prospectus.
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When conducted outside the United States, Derivatives transactions may not be regulated as rigorously as in
the United States, may not involve a clearing mechanism and related guarantees, and will be subject to the risk of
governmental actions affecting trading in, or the prices of, foreign securities, currencies and other instruments. In
addition, the price of any foreign futures or foreign options contract and, therefore, the potential profit and loss
thereon, may be affected by any variance in the foreign exchange rate between the time an order is placed and the
time it is liquidated, offset or exercised. The value of positions taken as part of non-U.S. Derivatives also could
be adversely affected by: (1) other complex foreign political, legal and economic factors, (2) lesser availability of
data on which to make trading decisions than in the United States, (3) delays in the Fund’s ability to act upon
economic events occurring in foreign markets during non-business hours in the United States, (4) the imposition
of different exercise and settlement terms and procedures and margin requirements than in the United States and
(5) lower trading volume and liquidity.

Rule 18f-4 under the Investment Company Act, adopted in October 2020, provides for the regulation of an
investment company’s use of derivatives, short sales, reverse repurchase agreements, and certain other
instruments. Rule 18f-4 imposes limits on the amount of derivatives a fund can enter into and replaces the asset
segregation framework previously used by funds to comply with Section 18 of the Investment Company Act,
among other requirements. Subject to certain conditions, funds that do not invest heavily in derivatives may be
deemed limited derivatives users and are not subject to the full requirements of Rule 18f-4. The Fund’s ability to
engage in certain derivatives transactions could be limited and/or the cost of such derivatives transactions could
increase, which could adversely affect the value or performance of the Fund. The Fund has limited its
transactions in derivatives to as to qualify as a limited derivatives user, and intends to continue to do so.

Tax Consequences of Hedging

Under applicable tax law, the Fund’s hedging activities may result in the application of the mark-to-market
and straddle provisions of the Code. Those provisions could cause the Fund to recognize income or gain without
a corresponding receipt of cash with which to satisfy distribution requirements, could result in an increase (or
decrease) in the amount of taxable dividends paid by the Fund and could affect whether dividends paid by the
Fund are classified as capital gains or ordinary income.

Common Stock

The Fund may invest in common stock. Common stock represents an equity ownership interest in a
corporation, providing voting rights and entitling the holder to a share of the company’s success through
dividends and/or capital appreciation. In the event of liquidation, common stockholders have rights to a
company’s remaining assets after bond holders, other debt holders, and preferred stockholders have been paid in
full. Typically, common stockholders are entitled to one vote per share to elect the company’s board of directors
(although the number of votes is not always directly proportional to the number of shares owned). Common
stockholders also receive voting rights regarding other company matters such as mergers and certain important
company policies, such as issuing securities to management. In addition to voting rights, common stockholders
sometimes enjoy what are called “preemptive rights.” Preemptive rights allow common stockholders to maintain
their proportional ownership in the company in the event that the company issues another offering of stock. This
means that common stockholders with preemptive rights have the right but not the obligation to purchase as
many new shares of the stock as it would take to maintain their proportional ownership in the company. An
adverse event, such as an unfavorable earnings report, may depress the value of a particular common stock held
by the Fund. In addition, the prices of common stocks are sensitive to general movements in the stock market,
and a drop in the stock market may depress the prices of common stocks to which the Fund has exposure.
Common stock prices fluctuate for several reasons including changes in investors’ perceptions of the financial
condition of an issuer or the general condition of the relevant stock market, or when political or economic events
affecting an issuer occur. In addition, common stock prices may be particularly sensitive to rising interest rates,
as the cost of capital rises and borrowing costs increase. The value of the common stocks in which the Fund may
invest will be affected by changes in the stock markets generally, which may be the result of domestic or
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international political or economic news, changes in interest rates or changing investor sentiment. At times, stock
markets can be volatile and stock prices can change substantially. The common stocks of smaller companies are
more sensitive to these changes than those of larger companies. Common stock risk will affect the Fund’s NAV
per share, which will fluctuate as the value of the securities held by the Fund change.

Preferred Stock

Preferred stock represents an equity interest in a company that generally entitles the holder to receive, in
preference to the holders of common stock, dividends and a fixed share of the proceeds resulting from liquidation
of the company. Some preferred stock also entitles its holders to receive additional liquidation proceeds on the
same basis as holders of a company’s common stock, and thus also represents an ownership interest in the
company. Some preferred stock offers a fixed rate of return with no maturity date. Because it never matures, this
type of preferred stock acts like a long-term bond and can be more volatile than other types of preferred stock
and may have heightened sensitivity to changes in interest rates. Other preferred stock has variable dividends,
generally determined on a quarterly or other periodic basis, either according to a formula based upon a specified
premium or discount to the yield on particular Treasury securities or based on an auction process, involving bids
submitted by holders and prospective purchasers of such stock. Because preferred stock represents an equity
ownership interest in a company, its value usually will react more strongly than bonds and other debt instruments
to actual or perceived changes in a company’s financial condition or prospects, or to fluctuations in the equity
markets. Preferred stocks are typically subordinated to bonds and other debt instruments in a company’s capital
structure, in terms of priority to corporate income, and therefore will be subject to greater credit risk than those
debt instruments. Unlike interest payments on debt securities, preferred stock dividends are payable only if
declared by the issuer’s board of directors. Preferred stocks also may be subject to optional or mandatory
redemption provisions. Certain of the preferred stocks in which the Fund may invest may be convertible
preferred stocks, which have risks similar to convertible securities.
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MANAGEMENT OF THE FUND

Board of Directors

The business and affairs of the Fund are managed under the oversight of the Board subject to the laws of the
State of Maryland and the Fund’s charter and bylaws. Each member of the Board serves until his or her successor

is duly elected and qualifies.

Below is a list of the Fund’s directors and their present positions and principal occupations during the past
five years. Directors who are not deemed to be “interested persons” of the Fund as defined in the Investment
Company Act are referred to as “Independent Directors.” Directors who are deemed to be “interested persons” of
the Fund are referred to as “Interested Directors.” The term “Fund Complex” includes the registered investment
companies advised by the Adviser or its affiliates as of the date of this Statement of Additional Information.

Directors of the Fund

Number of
Registered
Investment
Companies
Term of in Fund
Office Principal Occupation(s) Complex
Name, Year of Position(s) and Length of During the Past Overseen by Other Directorships
Birth and Address with the Fund Time Served Five Years Director Held by Director
Interested Directors
Ralph Rosenberg Chairman and Since Chairman of Real Assets 1 KKR Real Estate Finance
(1964) . ..... Director July 2020 (since 2025); Global Head Trust Inc.
of KKR Real Estate (2011-
2024).
Julia Butler Director, Chief Since Managing Director, KKR 1 None
(1978) ...... Executive August 2024  Real Estate (since 2017);
Officer and Chief Investment Officer of
President the Fund (2023-2024).
Matt Salem Director, Vice Since Partner, Head of Real 1 KKR Real Estate Finance
(1974)...... Chairman August 2024  Estate Credit (since 2015). Trust Inc.
Independent Directors
Fran Director Since Managing Director 1 None
Bermanzohn July 2020 and Deputy General
(1957)...... Counsel, Goldman Sachs
(1992-2018).
Joan Binstock Director Since Senior Advisor at Lovell 1 Brown Brothers Harriman
(1954)...... July 2020 Minnick Partners, LLC US Mutual Funds; Morgan
(since 2018); Director, Stanley Direct Lending
Hertz (2023-2024). Funds (6 funds); 2023 ETF
Series Trust.
James Kropp Director Since Trustee. AMH (formerly 4 FS KKR Capital Corp.;
(1949) . ..... July 2020 American Homes 4 Rent) KKR FS Income Trust;
(2012-2025); Trustee, PS KKR FS Income Trust
Business Parks (1998- Select; KKR Enhanced US
2021); CFO, Direct Lending Fund-L Inc.
Microproperties LLC
(2012-2019); C10, SLKW
Investments LLC
(2009-2019).
Susan Meaney Director Since Senior Advisor, KSL 1 None
(1960) . ..... July 2020 Capital Partners (since

2020).

(1) Each Director may be contacted by writing to the Director, c/o KKR Registered Advisor LLC, 30 Hudson Yards,

New York, NY 10001, Attn: General Counsel.

(2) The Fund Complex is comprised of the Fund, KKR Income Opportunities Fund, KKR Asset-Based Finance Fund, KKR
Asset-Based Income Fund and KKR US Direct Lending Fund-U Inc.
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Experience of Directors

The Board has concluded, based on experience, qualifications and attributes, that each Director should serve
as a Director. Following is a brief summary of the information that led to and/or supports this conclusion.
References to the qualifications, attributes and skills of the Directors are pursuant to requirements of the SEC, do
not constitute holding out of the Board or any Director as having any special expertise or experience, and shall
not impose any greater responsibility or liability on any such person or on the Board by reason thereof.

Fran Bermanzohn, an Independent Director, was previously the Deputy General Counsel of Goldman
Sachs, where she was responsible for the firm’s trading, investment banking, merchant banking and commercial
banking businesses. She served on numerous firmwide committees, including the firmwide Capital Committee,
which oversaw global underwriting commitments; the Principal Investments Committee, which supervised
balance sheet investments; and the Partnership Committee, which was involved in leadership development and
partnership selection. She joined Goldman Sachs in 1992, was named a Managing Director in 1998 and a Partner
in 2002. Prior to joining Goldman Sachs, Ms. Bermanzohn was the Senior Vice President and General Counsel
of the Public Securities Association, the trade association representing investment and commercial banks across
the global fixed income markets. She also worked at the laws firms of Mintz Levin (Boston) and Webster &
Sheffield (NY) where she specialized in structured credit transactions. In addition, Ms. Bermanzohn previously
served on the Board of Directors of Hertz Global Holdings, Inc. and on the Boards of Trustees for the Brooklyn
Academy of Music, Oxfam America and the Berklee College of Music. Ms. Bermanzohn received her B.A. from
Brandeis University and her J.D. from the Boston University School of Law.

Joan Binstock, an Independent Director, was previously a Partner at Lord, Abbett & Co. LLC from 1999 to
March 2018, where she served as the Chief Financial and Operations Officer. Previously, Ms. Binstock was the
Chief Operations Officer at Morgan Grenfell Asset Management. Prior to that, she was a Principal and National
Director of the Regulatory and Risk Management Practice at Ernst & Young LLP, the Chief Administrative
Officer at BEA/Credit Suisse, and the Chief Administrative Officer of the Capital Markets Group at Goldman
Sachs. She served as a Member of the Association of Institutional Investors Board of Directors, was a Director of
the Securities Industry and Financial Markets Association, and was a Member of the Global Board of Managers
of Omgeo LLC until January 2018. She was also a Director of SimCorp A/S from 2018 until February 2023.

Ms. Binstock also serves as an Advisor at Lovell Minnick Partners, LLC, where she is responsible for assisting
the firm on deal and operational due diligence activities for portfolio companies. In addition, she has been a
Director of the Brown Brothers Harriman US Mutual Funds since September 2019 and 2023 ETF Trust since
2023. Ms. Binstock previously served on the boards of the Greyston Foundation and Greyston Bakery and is on
the boards of the Advisory Council of NY/NJ Year Up, nonprofit organizations and Morgan Stanley Direct
Lending Funds. Ms. Binstock is a licensed Certified Public Accountant. She holds a M.B.A. from New York
University and a B.A. from the University of Binghamton.

James H. Kropp, an Independent Director, has served on the board of directors for FS KKR Capital Corp.
since 2018, on the board of trustees for KKR FS Income Trust since 2022, on the board of trustees for KKR FS
Income Trust Select since 2023, served as an independent director of Corporate Capital Trust, Inc. (“CCT”) from
2011 until the merger of FSK and CCT in 2018, and served as an independent trustee for Corporate Capital Trust
II from 2015 until its merger with FS KKR Capital Corp. II (“FSKR”) in 2019. Mr. Kropp was also a member of
the board of directors of FSKR until the merger. Mr. Kropp has served as lead independent director of the Fund
since its founding in 2021. He has served on the board of trustees of KKR Asset-Based Income Fund since 2023,
on the board of directors of KKR Enhanced US Direct Lending Fund-L Inc. since 2024, and on the board of
trustees of KKR Asset-Based Finance Fund since 2026. Mr. Kropp previously served as chief investment officer
of SLKW Investments LLC, a position he held from 2009 until his retirement in 2019 and was chief financial
officer of Microproperties LLC from 2012 to 2019. From 1998 to 2021, Mr. Kropp was a director, chair of the
Compensation committee, and a member of the Nominating/Corporate Governance committee of PS Business
Parks, Inc., a public real estate investment trust whose shares were listed on the New York Stock Exchange
(“NYSE”), until its acquisition. Mr. Kropp was previously an independent trustee of NYSE-listed American
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Homes 4 Rent and chairman of its audit committee. Mr. Kropp received a B.B.A. Finance from St. Francis
College and completed the MBA/CPA preparation program from New York University. Mr. Kropp has, in the
past, been licensed to serve in a variety of supervisory positions (including financial, options and compliance
principal) by the National Association of Securities Dealers. He is a member of the American Institute of CPAs
and a Board Leadership Fellow for the National Association of Corporate Directors.

Susan Meaney, an Independent Director, was previously a Managing Director at Makena Capital
Management from 2006 through 2019. She was a member of the firm’s Management Committee, and one of the
firm’s founding partners. Ms. Meaney was responsible for managing the firm’s real estate investments as well as
overseeing the real assets portfolio. Prior to joining Makena Capital, Ms. Meaney was the Director of Real Estate
and Real Assets Investments for the William & Flora Hewlett Foundation from 2002-2006. She served as a
Managing Director at the Stanford Management Company from 1993-2001. Ms. Meaney is currently a Senior
Advisor at KSL Capital Partners. In addition, she previously served on the Board of Directors of CBRE and
currently serves on the Board of Directors of The Hewlett Foundation and is Chair of the Hewlett Foundation
Investment Committee. She is a Trustee of the Urban Land Institute and previously served on the Stanford Bing
Overseas Study Program Advisory Council. She previously served as an Overseer of the Tuck School at
Dartmouth and the Dartmouth Investment Committee. Ms. Meaney graduated from Stanford University in 1982
with an A.B. in Economics, with Honors, and earned her MBA from The Tuck School at Dartmouth in 1986.

Ralph Rosenberg, Ralph Rosenberg (New York) joined KKR in 2011 and became Chairman of Real Assets
in 2025. Prior to that, he was a Partner and the Global Head of KKR’s Real Estate Platform. Mr. Rosenberg is
Chairman of the Board of Directors of KKR Real Estate Finance Trust Inc., Chairman of the Board of Directors
of the Fund, and a member of the Board of Directors of KKR Realty Japan Management. Prior to joining KKR,
he was a partner at Eton Park Capital Management and managed his own firm, R6 Capital Management, which
later merged into Eton Park. Previously, Mr. Rosenberg was a partner at Goldman Sachs. Mr. Rosenberg is a
Governor of the Urban Land Institute Foundation, and serves on the Brown University Investment Committee
and the Investment Committee of the Urban Land Institute. He is a former global and U.S. Trustee of the Urban
Land Institute, former chair of the Board of Directors of the Pension Real Estate Association (PREA) and a
former member of the Board of Directors of the PREA Foundation. He is an Emeriti Member of the Brown
University Corporation and is an Honorary Trustee of the Francis W. Parker School in Chicago, Illinois. He is
also a former trustee of the Stanford Graduate School of Business Trust and a former trustee and former vice-
chair of the Board of Directors of the Masters School in Dobbs Ferry, New York. Mr. Rosenberg holds an
undergraduate degree from Brown University, where he graduated magna cum laude, and holds an M.B.A from
the Stanford Graduate School of Business.

Julia Butler, an Interested Director, joined KKR in 2017 and is the Chief Executive Officer and President
of the Fund. Ms. Butler has more than two decades of real estate investing experience across both real estate
equity and credit. Prior to joining the KREST senior leadership team as Chief Investment Officer, Ms. Butler had
been actively involved in the growth of KKR’s Real Estate Credit business, including sourcing, underwriting,
and structuring real estate credit investment opportunities as well as capital formation. Prior to joining KKR,

Ms. Butler spent thirteen years at iStar where she was an executive vice president, responsible for sourcing,
negotiating and managing debt and equity investments in the U.S. and Europe. Prior to iStar, Ms. Butler worked
in the treasury department of The Walt Disney Company in Los Angeles, CA. She leads the Women’s Network
at KKR and is actively involved with several non-profits and currently serves on the Board of Directors for WIN
(Women in Need), NYC’s largest homeless organization for women and children. Ms. Butler is also a member of
several real estate organizations, including the Urban Land Institute where she serves as a national multifamily
council leader, the Commercial Real Estate Finance Council, and WX. Ms. Butler graduated cum laude from
Harvard College with a B.A. in Government.

Matt Salem, an Interested Director, joined KKR in 2015 and is a Partner and Head of Real Estate Credit.
He has served as a director since February 2022 and as Chief Executive Officer of KKR Real Estate Finance
Trust Inc. (KREF) since March 2020. Mr. Salem has also served as the Chief Executive Officer of KREF’s
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manager since January 2021 and is a member of its investment committee. Mr. Salem previously served as
Co-Chief Executive Officer and Co-President of KREF from October 2015 through March 2020, and of KREF’s
manager from March 2016 through January 2021. Mr. Salem sits on KKR’s Real Estate Investment Committees.
Prior to joining KKR, Mr. Salem was a managing director at Rialto Capital Management. Before joining Rialto
in 2012, he was a managing director and head of CMBS trading at Goldman Sachs. Before joining Goldman
Sachs in 2006, Mr. Salem held positions at Morgan Stanley and Citigroup Alternative Investments where he
invested in mezzanine debt and other high yield CRE credit on behalf of the Travelers Insurance Companies. He
began his career in 1996 at Midland Loan Services in Kansas City. Mr. Salem has a B.A. in Economics from
Bates College. He has served on the Board of Governors of the Commercial Real Estate Finance Council and as
Chair of the B-Piece Buyer Forum.

Director Beneficial Ownership of Fund Shares and Interests in Affiliates

The following table shows the dollar range of equity securities owned by the Directors in the Fund and in
other investment companies overseen by the Directors within the same family of investment companies as of
March 31, 2026.

Aggregate Dollar
Range of Equity
Securities in All

Registered Investment
Companies Overseen

by the Director
in the Family of
Dollar Range of Registered
Equity Securities in Investment
Name of Director the Fund** Companies
Interested Directors
Ralph Rosenberg ................. Over $100,000 Over $100,000
JuliaButler ................... ... $50,001-$100,000  $50,001-$100,000
Matt Salem ................... ... None None
Aggregate Dollar

Range of Equity
Securities in All
Registered Investment
Companies Overseen

by the Director
in the Family of
Dollar Range of Registered
Equity Securities in Investment
Name of Director the Fund** Companies
Independent Directors
Fran Bermanzohn ................. Over $100,000 Over $100,000
Joan Binstock ............ ... .. ... Over $100,000 Over $100,000
James Kropp ..................... Over $100,000 Over $100,000
Susan Meaney ................... Over $100,000 Over $100,000

**  Ranges (None, $1-$10,000, $10,001-$50,000, $50,001-$100,000, or over $100,000).

1. “Beneficial Ownership” is determined in accordance with Section 16a-1(a)(2) under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”).

2. The term “Family of Registered Investment Companies” refers to all registered investment companies
advised by the Adviser or an affiliate board.

As to each Independent Director and his or her immediate family members, as of December 31, 2025, no
person owned beneficially or of record securities of an investment adviser or principal underwriter of the Fund,
or a person (other than a registered investment company) directly or indirectly controlling, controlled by or under
common control with an investment adviser or principal underwriter of the Fund.
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Director and Officer Compensation

Each Independent Director is compensated by an annual retainer fee of $150,000 (payable in a combination
of $75,000 in cash and $75,000 in shares of the Common Stock issued at a price per share equal to the NAV per
share at the time of payment.). The Chairperson of the Audit Committee also receives an annual retainer fee of
$10,000. The Independent Directors received from the Fund the amounts set forth below for the Fund’s calendar
year ending December 31, 2025.

The Compensation Table below sets forth the total compensation paid to the Directors of the Fund for the
fiscal year ended December 31, 2025, before reimbursement of expenses. The Interested Directors and officers
receive no direct compensation from the Fund for their services. The Fund reimburses the allocable portion of the
compensation paid by the Administrator (or its affiliates) to the Fund’s chief financial officer and may also
reimburse such amount for the Fund’s chief compliance officer. No other officers of the Fund received
compensation from the Fund during the fiscal year ended December 31, 2025. The aggregate amount of all such
reimbursements is determined by the Directors. No other compensation or retirement benefits are received by any
Director or officer from the Fund.

Pension or Retirement
Benefits Accrued Estimated Annual

Aggregate Compensation As Part of Fund Benefits Upon  Total Compensation
Name of Person, Position from the Fund Expenses Retirement from Fund Complex
Interested Directors
Ralph Rosenberg .. ... $0 $0 $0 $0
Julia Butler .......... $0 $0 $0 $0
Matt Salem .......... $0 $0 $0 $0
Independent Directors
Fran Bermanzohn . . ... $150,000 $0 $0 $150,000
Joan Binstock ........ $160,000 $0 $0 $160,000
James Kropp ......... $150,000 $0 $0 $200,000
Susan Meaney .. ...... $150,000 $0 $0 $150,000

Board Committees

In addition to serving on the Board, the Independent Directors also serve on the following committees,
which have been established by the Board to handle certain designated responsibilities. The Board has designated
a chair of each committee. The Board may establish additional committees, change the membership of any
committee, fill all vacancies and designate alternate members to replace any absent or disqualified member of
any committee or to dissolve any committee.

Audit Committee. The members of the Fund’s Audit Committee are Joan Binstock, Susan Meaney and Fran
Bermanzohn; each of whom meets the independence standards established by the SEC for audit committees and
is independent for purposes of the Investment Company Act. None of the members of the Audit Committee is an
“interested person” of the Fund. Joan Binstock serves as chair of the Audit Committee. The Board has
determined that Joan Binstock is an “audit committee financial expert” as that term is defined under Item 407 of
Regulation S-K of the Exchange Act. The Audit Committee operates pursuant to a written charter and meets
periodically as necessary. A copy of the Audit Committee’s charter is available on our website: www .krest.reit.
The Audit Committee is responsible for selecting, engaging and discharging the Fund’s independent registered
public accounting firm, reviewing the plans, scope and results of the audit engagement with the Fund’s
independent registered public accounting firm, approving professional services provided by the Fund’s
independent registered public accounting firm (including compensation therefor), reviewing the independence of
the Fund’s independent registered public accounting firm and reviewing the adequacy of the Fund’s internal
controls over financial reporting. The Audit Committee met four times during the fiscal year ended December 31,
2025.

A-29



Nominating Committee. The members of the Fund’s Nominating Committee are Fran Bermanzohn, Susan
Meaney and James Kropp, each of whom meets the independence standards established by the SEC for
governance committees and is independent for purposes of the Investment Company Act. None of the members
of the Nominating Committee is an “interested person” of the Fund. Fran Bermanzohn serves as chair of the
Nominating Committee. The Nominating Committee operates pursuant to a written charter and meets
periodically as necessary. A copy of the Nominating Committee’s charter is available on our website:
www.krest.reit. The Nominating Committee is responsible for selecting, researching, and nominating directors
for election by stockholders, periodically reviewing the composition of the Board in light of the current needs of
the Board and the Fund, and determining whether it may be appropriate to add or remove individuals after
considering issues of judgment, diversity, age, skills, background and experience. The Nominating Committee
will consider proposed nominations for directors by stockholders who have sent nominations (which include the
biographical information and the qualifications of the proposed nominee) to the Chief Executive Officer of the
Fund, as the Nominating Committee deems appropriate. The Nominating and Governance Committee met one
time during the fiscal year ended December 31, 2025.

Board Leadership Structure

The Board is currently composed of seven directors, four of whom are Independent Directors. The Fund’s
business and affairs are managed under the direction of its Board. Among other things, the Board sets broad
policies for the Fund and approves the appointment of the Fund’s administrator and election of the Fund’s
officers. The role of the Board, and of any individual director, is one of oversight and not of management of the
Fund’s day-to-day affairs.

Under the Fund’s bylaws, the Board may designate one of the directors as chairman of the Board to preside
over meetings of the Board and meetings of stockholders, and to perform such other duties as may be assigned to
him or her by the Board. Presently, Ralph Rosenberg serves as Chair of the Board and is an Interested Director
by virtue of his employment relationship with our sponsor, KKR. The Board believes that it is in the best
interests of Fund stockholders for Ralph Rosenberg to serve as Chair of the Board because of his significant
experience in matters of relevance to the Fund’s business. James Kropp currently serves as Lead Independent
Director. The Board believes that flexibility to determine its Chair and to recognize its leadership structure is in
the best interests of the Fund and its stockholders at this time.

All of the Independent Directors play an active role on the Board. The Independent Directors compose a
majority of the Board and are closely involved in all material deliberations related to the Fund. The Board
believes that, with these practices, each Independent Director has an equal involvement in the actions and
oversight role of the Board and equal accountability to the Fund and its stockholders. The Independent Directors
are expected to meet separately (i) as part of each regular Board meeting and (ii) with the Fund’s chief
compliance officer, as part of at least one Board meeting each year.

The Board believes that its leadership structure is the optimal structure for the Fund at this time. The Board,
which will review its leadership structure periodically as part of its annual self-assessment process, further
believes that its structure is presently appropriate to enable it to exercise its oversight of the Fund.

Board Role in Risk Oversight

The Directors meet periodically throughout the year to discuss and consider matters concerning the Fund
and to oversee the Fund’s activities, including its investment performance, compliance program and risks
associated with its activities. Risk management is a broad concept comprising many disparate elements (for
example, investment risk, issuer and counterparty risk, compliance risk, operational risk and business continuity
risk). The Board implements its risk oversight function both as a whole and through its committees. The Board
has adopted, and periodically reviews, policies and procedures designed to address risks associated with the
Fund’s activities. In the course of providing oversight, the Board and its committees will receive reports on the
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Fund’s and the Adviser’s activities, including reports regarding the Fund’s investment portfolio and financial
accounting and reporting. The Board also receives a quarterly report from the Fund’s chief compliance officer,
who reports on the Fund’s compliance with the federal and state securities laws and its internal compliance
policies and procedures as well as those of the Adviser, the Fund’s administrator and the Fund’s transfer agent.
The Audit Committee’s meetings with the Fund’s independent registered public accounting firm also contribute
to its oversight of certain internal control risks. In addition, the Board meets periodically with the Adviser to
receive reports regarding the Fund’s operations, including reports on certain investment and operational risks,
and the Independent Directors are encouraged to communicate directly with senior members of Fund
management.

Officers of the Fund

The Fund’s executive officers are elected each year at a regular meeting of the Board to hold office until
their respective successors are duly elected and qualify. In addition to Julia Butler, the executive officers of the
Fund currently are:

Term of Office

Name, Year of Birth and and Length of Principal Occupation(s)

Address(1) Position(s) with Fund Time Served During Past 5 Years

Nicholas O’Neill Chief Operating Since April 2025 Director, KKR Real Estate (since 2025);
(1989) Officer Chief Operating Officer, Goldman

Sachs REIT (2021-2025); Vice
President, Goldman Sachs Real Estate
(2023-2024).

Megan Gaul (1976) Treasurer, Chief Since July 2020 Managing Director, KKR Finance
Financial Officer group (since 2020).
and Chief

Accounting Officer
James Amler (1977)  Chief Compliance ~ Since November 2025 Director, KKR Private Markets (since

Officer 2024); Counsel, Debevoise & Plimpton
LLP (2007-2024).
Lori Hoffman (1988)  Chief Legal Officer  Since July 2020 Director, KKR Credit Advisors (US)
and Secretary LLC (since 2020).
Doug Krupa (1978) Vice President and ~ Since July 2020 Partner and Head of Global Wealth
Head of Investor Solutions (since 2019).
Relations

1. Each Officer may be contacted by writing to the Officer, c/o KKR Registered Advisor LLC, 30 Hudson
Yards, New York, NY 10001, Attn: General Counsel.

The Adviser

The Adviser is KKR Registered Advisor LLC. The Adviser is a subsidiary of our sponsor, Kohlberg Kravis
Roberts & Co. L.P. The Adviser is located at 30 Hudson Yards, New York, NY 10001. Pursuant to the Advisory
Agreement, the Adviser manages the Fund’s investment portfolio, directs purchases and sales of real estate and
real estate-related assets, and reports thereon to the Fund’s officers and directors regularly.

The Advisory Agreement between the Fund and the Adviser was most recently considered and approved by
the Board, including a majority of the Independent Directors, at an “in person” meeting held on November 18,
2025. A discussion regarding the basis for the Board’s most recent approval of the continuation of the Advisory
Agreement will be provided in the Fund’s Annual Report. The basis for subsequent continuations of the Advisory
Agreement will be provided in annual or semi-annual reports to stockholders for the periods during which such
continuations occur.
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Under the Advisory Agreement, the Adviser is entitled to receive a Management Fee and an incentive fee.
The Management Fee is payable monthly in arrears at the annual rate of 1.25% of the average daily value of the
Fund’s net assets.

The Incentive Fee is payable quarterly in arrears in an amount equal to 12.5% of the Fund’s Portfolio
Operating Income for the immediately preceding quarter.

“Portfolio Operating Income” means (1) the Fund’s share of Net Operating Income from the Fund’s real
estate equity investments; plus (2) the Fund’s net investment income (or loss) from debt, preferred equity
investments and real estate-related securities; minus (3) the Fund’s expenses (excluding Incentive Fees and
distribution and servicing fees).

“Net Operating Income” means operating revenue net of operating expenses (inclusive of interest on
investment level debt) for the Fund’s operating entities that invest in real estate and excludes (i) gains or losses
from sales of depreciable real property, (ii) impairment write-downs on depreciable real property, (iii) real estate-
related depreciation and amortization for each real estate operating venture and (iv) adjustments for recognizing
straight line rent.

Portfolio Operating Income does not include any component of capital gains or capital appreciation. The
Adpviser is not entitled to any incentive fee based on the capital gains or capital appreciation of the Fund or its
investments.

The Advisory Agreement was initially approved for a period of two years from its effective date of
November 22, 2022, and if not sooner terminated, will continue in effect for successive periods of 12 months
thereafter, provided that each continuance is specifically approved at least annually by both (1) the vote of a
majority of the Board or the vote of a majority of the outstanding securities entitled to vote (as such term is
defined in the Investment Company Act) and (2) by the vote of a majority of the Independent Directors, cast in
person at a meeting called for the purpose of voting on such approval. The agreement may be terminated at any
time, without the payment of any penalty, by the Fund (upon the vote of a majority of the Board or a majority of
the outstanding securities entitled to vote) or by the Adviser, upon not more than 60 nor less than 30 days’
written notice by either party to the other which can be waived by the non-terminating party. The Board most
recently approved continuation of the Advisory Agreement for an additional year on November 18, 2025. The
agreement will terminate automatically in the event of its assignment (as such term is defined in the Investment
Company Act and the rules thereunder).

The Advisory Agreement provides that in the absence of willful misfeasance, bad faith, gross negligence or
reckless disregard of its obligations thereunder, the Adviser is not liable to the Fund or any of the Fund’s
stockholders for any act or omission by the Adviser in the supervision or management of its respective
investment activities or for any loss sustained by the Fund or the Fund’s stockholders and provides for
indemnification by the Fund of the Adviser, its Directors, officers, employees, agents and control persons for
liabilities incurred by them in connection with their services to the Fund, subject to certain limitations and
conditions.

Although the professional staff of the Adviser will devote as much time to the management of the Fund as
the Adviser deems appropriate to perform its duties in accordance with the Advisory Agreement and in
accordance with reasonable commercial standards, the professional staff of the Adviser may have conflicts in
allocating its time and services among the Fund and the Adviser’s other investment vehicles and accounts. The
Adpviser has informed the Board that the services of the Adviser are not exclusive, and the Adviser provides
similar services to other clients and may engage in other activities.

Pursuant to the Expense Limitation and Reimbursement Agreement, through April 30, 2027, the Adviser has
agreed to waive its fees and/or reimburse expenses of the Fund so Specified Expenses will not exceed 0.50% of
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net assets (annualized). The Fund has agreed to repay these amounts, when and if requested by the Adviser, but
only if and to the extent that Specified Expenses are less than 0.50% of net assets (annualized) (or, if a lower
expense limit is then in effect, such lower limit) within the 36 month period after the Adviser waived or
reimbursed such fees or expenses; provided, however, that the Adviser may recapture a Specified Expense in the
same year it is incurred. This arrangement cannot be terminated prior to April 30, 2027 without the Board’s
consent.

The Administrator

KKR, located at 30 Hudson Yards, New York, NY 10001, serves as the Administrator and accounting agent.
Pursuant to the administration agreement, the Administrator will provide, or oversee the performance of,
administrative and compliance services, including, but not limited to, maintaining financial records, overseeing
the calculation of NAV, compliance monitoring (including diligence and oversight of our other service
providers), preparing reports to stockholders and reports filed with the SEC, preparing materials for and
coordinating meetings of the Board, managing the payment of expenses and the performance of administrative
and professional services rendered by others and providing office space, equipment and office services. The
Administrator has entered into a sub-administration agreement with The Bank of New York Mellon.

We will bear all other costs and expenses of our operations, administration and transactions, including, the
Fund’s allocable portion of compensation, overhead (including rent, office equipment and utilities) and other
expenses incurred by the Administrator in performing its duties, including the allocable portion of the
compensation paid by the Administrator (or its affiliates) to the Fund’s chief compliance officer and chief
financial officer and their respective staffs as well as investor relations, legal, operations and other
non-investment professionals at the Administrator that perform duties for the Fund.

Legal Proceedings

On January 14, 2025, the Antitrust Division of the Department of Justice (the “DOJ”) filed a civil antitrust
complaint (the “DOJ Complaint”) in the U.S. District Court for the Southern District of New York against
KKR & Co. Inc. (together with its subsidiaries, “KKR Group”) and various KKR Group-sponsored investment
entities (the “KKR Parties”) alleging violations of the Hart-Scott-Rodino Antitrust Improvements Act of 1976
(the “HSR Act”). The DOJ Complaint requests various relief for the alleged violations of the HSR Act by the
KKR Parties, including civil penalties and equitable relief, including potential disgorgement. In January 2025,
the KKR Parties filed a complaint (the “KKR Complaint”) in the U.S. District Court for the District of Columbia
against Doha Mekki in her official capacity as Acting Assistant Attorney General of the United States for the
Antitrust Division, the DOJ, the Federal Trade Commission (“FTC”), and the United States of America
pertaining to the HSR Act-related investigations conducted by the DOJ, which requests various forms of relief,
including declaratory judgments that: (i) the KKR Parties did not violate the HSR Act; (ii) the DOJ’s and FTC’s
interpretations of the HSR Act are unconstitutionally vague; and (iii) the DOJ seeks an excessive fine in violation
of the U.S. Constitution. The KKR Parties and the DOJ have filed motions to dismiss the DOJ Complaint and the
KKR complaint, respectively. The DOJ has continued its investigations into certain of the KKR Parties’ past
HSR Act filings, and the KKR Parties continue to cooperate in connection with these investigations. The DOJ
may initiate additional civil or criminal proceedings or take other actions against the KKR Group, its employees
or its portfolio companies, which could include further antitrust investigations into past HSR Act filings or
transactions or other purported violations of law. There can be no certainty as to the possible outcome of the DOJ
Complaint, the KKR Complaint, the DOJ’s investigations, or such other proceedings or other actions, any of
which could result in a range of adverse financial and non-financial consequences to the KKR Group. Even in the
event that the parties are able to settle the pending litigation, it is possible that any such settlement could involve
significant monetary penalties and/or other possible remedial measures.
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Portfolio Managers

The portfolio managers primarily responsible for the day-to-day management of the Fund also manage other
registered investment companies, other pooled investment vehicles and other accounts, as indicated below. The
following table identifies, as of December 31, 2025: (i) the other registered investment companies, pooled
investment vehicles and other accounts managed by an investment committee (or equivalent body) on which the
corresponding portfolio manager serves and (ii) the AUM of such companies, vehicles and accounts, and (iii) the
number and total AUM of such companies, vehicles and accounts with respect to which the advisory fee is based
on performance.

Ralph Rosenberg
Number of Assets
Accounts Subject to a
Assets of Subject to a Performance
Account(s) Accounts Performance Fee
Managed (in billions) Fee (in billions)
Registered Investment Companies ......... 0 N/A N/A N/A
Pooled Investment Vehicles Other Than
Registered Investment Companies . ... ... 76 $30.209 42 $28.454
Other Accounts ........................ 0 N/A N/A N/A
Chris Lee
Number of Assets
Accounts Subject to a
Assets of Subject to a Performance
Account(s) Accounts Performance Fee
Managed (in billions) Fee (in billions)
Registered Investment Companies ......... 0 N/A N/A N/A
Pooled Investment Vehicles Other Than
Registered Investment Companies . ...... 76 $30.209 42 $28.454
Other Accounts ........................ 0 N/A N/A N/A
Justin Pattner
Number of Assets
Accounts Subject to a
Assets of Subject to a Performance
Account(s) Accounts Performance Fee
Managed (in billions) Fee (in billions)
Registered Investment Companies ......... 0 N/A N/A N/A
Pooled Investment Vehicles Other Than
Registered Investment Companies . ... ... 30 $18.042 18 $17.058
Other Accounts ........................ 0 N/A N/A N/A
Roger Morales
Number of Assets
Accounts Subject to a
Assets of Subject to a Performance
Account(s) Accounts Performance Fee
Managed (in billions) Fee (in billions)
Registered Investment Companies ......... 0 N/A N/A N/A
Pooled Investment Vehicles Other Than
Registered Investment Companies . ... ... 30 $18.042 18 $17.058
Other Accounts ........................ 0 N/A N/A N/A
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Matt Salem

Number of Assets
Accounts Subject to a
Assets of Subject to a Performance
Account(s) Accounts Performance Fee
Managed (in billions) Fee (in billions)
Registered Investment Companies ......... 0 N/A N/A N/A
Pooled Investment Vehicles Other Than
Registered Investment Companies . ... ... 30 $18.042 18 $17.058
Other Accounts ........................ 0 N/A N/A N/A
John Pattar
Number of Assets
Accounts Subject to a
Assets of Subject to a Performance
Account(s) Accounts Performance Fee
Managed (in billions) Fee (in billions)
Registered Investment Companies ......... 0 N/A N/A N/A
Pooled Investment Vehicles Other Than
Registered Investment Companies . ... ... 23 $7.206 10 $6.858
Other Accounts ........................ 0 N/A N/A N/A
Julia Butler
Number of Assets
Accounts Subject to a
Assets of Subject to a Performance
Account(s) Accounts Performance Fee
Managed (in billions) Fee (in billions)
Registered Investment Companies ......... 0 N/A N/A N/A
Pooled Investment Vehicles Other Than
Registered Investment Companies . ...... 0 N/A 0 N/A
Other Accounts ........................ 0 N/A N/A N/A

Portfolio Manager Compensation

Consistent with KKR’s global, integrated culture, KKR has one firm-wide compensation and incentive
structure based on a global profit and loss statement, which covers each of the portfolio managers. KKR’s
compensation structure is designed to align the interests of the investment personnel serving the Fund with those
of the Fund’s stockholders and to give everyone a direct financial incentive to ensure that all of KKR’s resources,
knowledge and relationships around the world are utilized to maximize risk-adjusted returns for each strategy.

Each of KKR’s senior executives, including the portfolio manager responsible for the day-to-day
management of the Fund, receives a base salary and is eligible for a cash bonus and equity compensation, as well
as additional incentives including “dollars at work” in KKR fund investments (other than the Fund) and equity
compensation. The cash bonus, equity compensation and “dollars at work™ are discretionary, and “dollars at
work” and equity awards are typically subject to a vesting period of several years.

All final compensation and other longer-term incentive award decisions are made by KKR’s senior
management based on input from managers. Compensation and other incentives are not formulaic, but rather are
judgment and merit driven, and are determined based on a combination of overall firm performance, individual
contribution and performance, business unit performance, and relevant market and competitive compensation
practices for other businesses and the individual roles/responsibilities within each of the businesses.
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Securities Ownership of Portfolio Managers

The following is the dollar range of Fund shares beneficially owned by the portfolio managers as of
December 31, 2025 (such amounts may change from time to time):

Dollar Range of

Fund Shares

Beneficially
Portfolio Manager Owned**
Ralph Rosenberg ........................... Over $1,000,000
JuliaButler . .......... ... ... ... ... ... ... $50,001-$100,000
ChrisLee ........ .. . .. . ... None
JustinPattner . .......... ... ... .. .. ... . ... .. None
RogerMorales ............ .. ... .. .. ... ..... None
MattSalem .......... ... .. ... . . . ... None
JohnPattar ......... .. ... . ... .. .. ... .. ... None

**  Ranges (None, $1-$10,000, $10,001-$50,000, $50,001-$100,000, $100,001-$500,000, $500,001-$1,000,000
or over $1,000,000).

Conflicts of Interest

The Adviser and portfolio managers will experience conflicts of interest in connection with the management
of the Fund, including, but not limited to, those discussed below. Dealing with conflicts of interest is complex
and difficult, and new and different types of conflicts may subsequently arise.

The members, officers and other personnel of the Adviser allocate their time, resources and other
services between the Fund and other investment and business activities in which they are involved,
including other funds, investment vehicles and accounts managed by KKR. The Adviser intends to
devote such time as shall be necessary to conduct the Fund’s business affairs in an appropriate manner.
However, the Adviser will continue to devote the time, resources and other services necessary to
managing its other investment and business activities, and the Adviser is not precluded from
conducting activities unrelated to the Fund. Substantial time will be spent by such members, officers
and personnel monitoring the investments of other funds, investment vehicles and accounts managed
by KKR.

The Adviser will, on behalf of the Fund, at times compete with certain of its affiliates, including other
entities it manages, for investments for the Fund, subjecting the Adviser to certain conflicts of interest
in evaluating the suitability of investment opportunities and making or recommending acquisitions on
the Fund’s behalf. The Adviser will receive advisory and other fees from the other entities it manages,
and due to fee-offset provisions contained in the management agreements for such entities, the fees, at
times, will not be proportionate to such entities’ investment accounts for any given transaction and the
Adviser will have an incentive to favor entities from which it receives higher fees.

The Adviser’s allocation policy is designed to fairly and equitably distribute investment opportunities
over time and in accordance with the Order, if required, among funds or pools of capital managed by
the Adviser, which may include proprietary accounts, including investment or co-investment vehicles
established for personnel of KKR or its affiliates. The Adviser’s allocation policy provides that once an
investment has been approved it will be allocated to the funds or other pools of capital that have
investment strategies suitable for such investment opportunity. If an investment opportunity is suitable
for more than one fund or pool of capital, each suitable fund or pool of capital will receive a share of
the investment based on its desired hold amount. Determinations as to desired hold amounts are based
on such factors as: investment objectives and focus, target investment sizes, available capital, the
timing of capital inflows and outflows and anticipated capital commitments and subscriptions, liquidity
profile, applicable concentration limits and other investment restrictions, mandatory minimum
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investment rights and other contractual obligations applicable to participating funds and pools of
capital, portfolio diversification, tax efficiencies and potential adverse tax consequences, regulatory
restrictions applicable to participating funds and pools of capital, policies and restrictions (including
internal policies and procedures) applicable to the participating funds and pools of capital, the
avoidance of odd-lots or cases where a pro rata or other defined allocation methodology would result in
a de minimis allocation to any participating funds and pools of capital, the potential dilutive effect of a
new position, the overall risk profile, targeted leverage levels and targeted return of a portfolio, and the
potential return available from a debt investment as compared to an equity investment. The outcome of
this determination will result in the allocation of all, some or none of an investment opportunity to the
Fund, subject to any applicable requirements of the Order. In addition, subject to applicable law,
affiliates of the Adviser will, from time to time, invest in one of the Fund’s portfolio investments and
hold a different class of securities than the Fund. To the extent that an affiliate of the Adviser holds a
different class of securities than the Fund, its interests might not be aligned with the Fund’s.
Notwithstanding the foregoing, the Adviser will act in the best interest of the Fund in accordance with
its fiduciary duty to the Fund.

Additionally, certain investment opportunities that may be appropriate for us may be allocated to other
existing or future funds, investment vehicles and accounts managed by KKR and its affiliates, subject
to any applicable requirements of the Order. Currently, KKR manages funds that invest in “core+” real
estate in the United States, Europe and Asia (which are generally substantially stabilized assets
generating relatively stable cash flow), with a focus on multifamily housing, build-to-rent properties,
industrial properties, prime single tenant offices in innovation markets, senior housing and student
housing (together with future accounts with similar investment strategies, the “Private Core+
Accounts”). KKR expects that there could be overlap of investment opportunities for the Fund and the
Private Core+ Accounts. To the extent a potential investment satisfies the investment objectives,
targets and restrictions of us and the Private Core+ Accounts on the same terms, including at the lower
leverage targeted by the Private Core+ Accounts, such investment will be allocated in accordance with
KKR’s prevailing policies and procedures described above, subject to any applicable requirements of
the Investment Company Act and the Order. Such policies and procedures generally provide that
negotiated investment opportunities in the United States that are deemed suitable for KREST and the
Private Core+ Accounts will be shared in accordance with the allocation factors described above and in
compliance with the conditions of the Order, while negotiated opportunities in Europe and Asia that are
deemed suitable for KREST and the Private Core+ Accounts will be allocated between KREST and the
Private Core+ Accounts on a rotational basis, while not precluding occasional participation by KREST
alongside Private Core+ Accounts in opportunities in Europe or Asia, as applicable, subject and
pursuant to the conditions of the Order. KKR also manages KKR Real Estate Finance Trust Inc. and
other investment vehicles and accounts, which invest in loans collateralized by commercial real estate
(the “RE Credit Accounts”). KKR believes it is likely that there will be a limited overlap of investment
opportunities for the Fund and the RE Credit Accounts because the Fund’s focus on private mezzanine
and preferred equity debt interests as compared to the RE Credit Accounts’ investment focus on
transitional whole loans. To the extent an investment satisfies the investment objectives of the Fund
and the RE Credit Accounts on the same terms, such investment will be allocated in accordance with
KKR’s prevailing policies and procedures described above, subject to any applicable requirements of
the Investment Company Act and the Order. KKR also manages KKR Opportunistic Real Estate
Credit, KKR Real Estate Stabilized Credit Partners L.P. and other vehicles and accounts, which invest
in the risk retention securities of commercial mortgage securitizations along with other CMBS
securities senior to risk retention tranches in commercial mortgage securitizations secured by
institutional quality real estate assets (the “Risk Retention Accounts”). KKR expects there could be
overlap of investment opportunities for the Fund and the Risk Retention Accounts for a limited subset
of available investments opportunities. To the extent an investment satisfies the investment objectives
of the Fund and the Risk Retention Accounts on the same terms, such investment will be allocated in
accordance with KKR’s prevailing policies and procedures described above, which in some cases may
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grant a preferential allocation to the Risk Retention Accounts, subject to any applicable requirements
of the Investment Company Act, the Order, and SEC staff interpretive guidance.

The appropriate allocation among the Fund and other KKR funds and accounts of expenses and fees
generated in the course of evaluating and making investments often will not be clear, especially where
more than one KKR fund or account participates. The Adviser will determine, in its sole discretion, the
appropriate allocation of investment-related expenses, including broken deal expenses incurred in
respect of unconsummated investments and expenses more generally relating to a particular investment
strategy, among the funds and accounts participating or that would have participated in such
investments or that otherwise participate in the relevant investment strategy, as applicable, which could
result in the Fund bearing more or less of these expenses than other participants or potential
participants in the relevant investments.

Any expenses that may be incurred by the Fund for actual investments as described herein may also be
incurred by the Fund with respect to broken deals (i.e., investments that are not consummated). The
Adpviser is not required to and in most circumstances will not seek reimbursement of broken deal
expenses (i.e., expenses incurred in pursuit of an investment that is not consummated) from third
parties, including counterparties to the potential transaction or potential co-investors. Examples of such
broken deal expenses include, but are not limited to, reverse termination fees, extraordinary expenses
such as litigation costs and judgments, travel and entertainment expenses incurred, costs of negotiating
co-investment documentation, and legal, accounting, tax and other due diligence and pursuit costs and
expenses. In such cases, the Fund’s shares of expenses would increase. In the event broken deal
expenses are allocated to another KKR fund or a co-investment vehicle, the Adviser may advance such
fees and expenses without charging interest until paid by the other KKR fund or co-investment vehicle,
as applicable.

The compensation payable by the Fund to the Adviser will be approved by the Board consistent with
the exercise of the requisite standard of care applicable to directors under state law and the Investment
Company Act. Such compensation is payable, in most cases, regardless of the quality of the assets
acquired, the services provided to the Fund or whether the Fund makes distributions to stockholders.

The Adviser and its affiliates will, at times, provide a broad range of financial services to companies in
which the Fund invests, in compliance with applicable law, and will generally be paid fees for such
services. In addition, from time to time, to the extent consistent with the Investment Company Act,
affiliates of the Adviser could act as an underwriter or placement agent in connection with an offering
of securities by one of the companies in the Fund’s portfolio or in connection with the arrangement of
debt financing for real properties held by real estate operating companies in the Fund’s portfolio. Any
compensation received by the Adviser and its affiliates for providing these services will not be shared
with the Fund and could be received before the Fund realizes a return on its investment. The Adviser
will face conflicts of interest with respect to services performed for these companies, on the one hand,
and investments recommended to the Fund, on the other hand.

From time to time, to the extent consistent with the Investment Company Act, affiliates of the Adviser
could act as a lender to the Fund or one of the investments in the Fund’s portfolio pursuant to an
unsecured line of credit. KKR may face conflicts of interest in connection with any borrowings or
disputes under any similar line of credit that it may enter into in the future.

KKR engages in a broad range of business activities and invests in portfolio companies and other
issuers whose operations could be substantially similar to the issuers of the Fund’s portfolio
investments. The performance and operation of such competing businesses could conflict with and
adversely affect the performance and operation of the issuers of the Fund’s portfolio investments and
could adversely affect the prices and availability of business opportunities or transactions available to
these issuers.

The Fund will bear all other costs and expenses of its operations, administration and transactions. An
affiliate of the Adviser serves as the Fund’s administrator and will provide, or oversee the performance
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of, administrative and compliance services for the Fund. From time to time, the Adviser will be
required to decide whether costs and expenses are to be borne by the Fund, on the one hand, or the
Adviser or the Administrator, on the other, and/or whether certain costs and expenses should be
allocated between or among the Fund, on the one hand, and other funds, investment vehicles and
accounts managed by the Adviser or its affiliates, on the other hand. The Adviser and Administrator
will make all such expense allocation judgments in its fair and reasonable discretion and subject to the
oversight of the Board, however, the Adviser and the Administrator will face conflicts of interest in
making these determinations.

Affiliates of the Adviser (including portfolio companies owned by funds managed by the Adviser and
its affiliates) will, at times, provide property management or other services with respect to properties in
which the Fund invests, in compliance with applicable law, and will generally be paid fees for such
services. Any compensation received by the Adviser’s affiliates for providing these services will be
directly or indirectly borne by the Fund. Although any such arrangements will be subject to the
requirements of applicable law, including guidance under the Investment Company Act, and must be
approved by our independent directors, the Adviser will face conflicts of interest with respect to
recommending the engagement of these service providers by the Fund.

From time to time, to the extent consistent with the Investment Company Act and the rules and
regulations promulgated thereunder, and in accordance with the Order, if required, the Fund and other
clients for which the Adviser or its affiliates provides investment management services or carries on
investment activities (including, among others, clients that are employee benefit plans subject to
ERISA and related regulations) will make investments at different levels of an investment entity’s
capital structure or otherwise in different classes of an issuer’s securities. These investments inherently
give rise to conflicts of interest or perceived conflicts of interest between or among the various classes
of securities held by the Fund and such other clients, including in the case of financial distress of the
investment entity.

KKR and the Adviser sponsor and advise, and expect in the future to sponsor and advise, a broad range
of investment funds, vehicles and other accounts, including proprietary vehicles, that make investments
worldwide. KKR will, from time to time, also make investments for its own account, including, for
example, through investment and co-investment vehicles established for KKR personnel and
associates. The Adviser and its affiliates are not restricted from forming additional investment funds,
from entering into other investment advisory relationships (including, among others, relationships with
clients that are employee benefit plans subject to ERISA and related regulations) or from engaging in
other business activities, even to the extent such activities are in competition with the Fund and/or
involve substantial time and resources of the Adviser. For example, the Adviser could invest, on behalf
of an affiliated fund, in a company that is a competitor of one of the Fund’s portfolio investments or
that is a service provider, supplier, customer or other counterparty with respect to one of the Fund’s
portfolio investments. In providing advice and recommendations to, or with respect to, such
investments and in dealing in such investments on behalf of such other affiliated fund, to the extent
permitted by law, the Adviser or its affiliates will not take into consideration the interests of the Fund
and its portfolio investments and issuers thereof. Accordingly, such advice, recommendations and
dealings will result in conflicts of interest for the Adviser. In addition, the Adviser’s ability to
effectively implement the Fund’s investment strategies will be limited to the extent that contractual
obligations relating to these permitted activities restrict the Adviser’s ability to engage in transactions
that it would otherwise be interested in pursuing. Affiliates of the Adviser, whose primary business
includes the origination of investments, engage in investment advisory business with accounts that
compete with the Fund.

The Adviser and its affiliates will, from time to time, give advice and recommend securities to other
clients that differ from, or is contrary to, advice given to or securities recommended or bought for the
Fund even though their investment objectives are similar to the Fund’s.
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To the extent not restricted by confidentiality requirements or applicable law, the Adviser will, from
time to time, apply experience and information gained in providing services to the Fund’s portfolio
investments in providing services to competing companies invested in by affiliates’ other clients, which
could have adverse consequences for the Fund or its portfolio investments. In addition, in providing
services in respect of such portfolio investments and other issuers of portfolio investments, the Adviser
or its affiliates will, from time to time, come into possession of information that it is prohibited from
acting on (including on behalf of the Fund) or disclosing as a result of applicable confidentiality
requirements or applicable law, even though such action or disclosure would be in the interests of the
Fund.

As a registered investment company, the Fund will be limited in its ability to invest in any investment
in which the Adviser or its affiliates’ other clients have an investment. The Fund will also be limited in
its ability to co-invest with the Adviser or one or more of its affiliates. Some of these co-investments
may only be made pursuant to the Order.

The Fund depends to a significant extent on the Adviser’s access to the investment professionals and
senior management of KKR and the information and deal flow generated by the KKR investment
professionals and senior management during the normal course of their investment and portfolio
management activities. The senior management and the investment professionals of the Adviser source,
evaluate, analyze and monitor the Fund’s investments. The Fund’s future success will depend on the
continued service of the senior management team and investment professionals of the Adviser.

The Adviser’s relationship with other advisory clients and with KKR could create a conflict of interest
to the extent the Adviser becomes aware of inside information concerning investments or potential
investment targets. KKR has adopted information-sharing policies and procedures which address both
(1) the handling of confidential information and (ii) the information barrier that exists between the
public and private sides of KKR. KKR has compliance functions to administer KKR’s information-
sharing policies and procedures and monitor potential conflicts of interest. The Fund cannot assure its
investors, however, that these procedures and practices will be effective. Although the Fund plans to
leverage KKR’s firm-wide resources to help source, conduct due diligence on, structure, syndicate and
create value for the Fund’s investments (to the extent permitted by applicable law), KKR’s
information-sharing policies and procedures referenced above, as well as certain legal, contractual and
tax constraints, could significantly limit KKR’s ability to do so. For example, from time to time KKR’s
personnel will be in possession of material non-public information with respect to the Fund’s
investments or potential investments, and as a result, such professionals will be restricted by KKR’s
information-sharing policies or by law or contract, from sharing such information with the KKR
professionals responsible for making the Fund’s investment decisions, even where the disclosure of
such information would be in the best interest of the Fund or would otherwise influence the decisions
taken by such investment professionals with respect to such investment or potential investment. In
addition, this conflict and these procedures and practices could limit the freedom of the Adviser to
enter into or exit from potentially profitable investments for the Fund which could have an adverse
effect on the Fund’s results of operations. Conversely, the Adviser could pursue investments for the
Fund without obtaining access to confidential information otherwise in its or KKR’s possession, which
information, if reviewed, might otherwise impact the Adviser’s judgment with respect to such
investments. Accordingly, as a result of such restrictions, the investment activities of KKR’s other
businesses will differ from, or be inconsistent with, the interests of and activities that are undertaken
for the Fund and there can be no assurance that the Fund will be able to fully leverage all of the
available resources and industry expertise of KKR’s other businesses. Additionally, there will be
circumstances in which one or more individuals associated with the Adviser will be precluded from
providing services to the Fund because of certain confidential information available to those
individuals or to other parts of KKR.

The nature of the Adviser’s businesses and the participation by its employees in creditors’ committees,
steering committees or boards of directors of portfolio companies will, from time to time, result in the
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Adviser receiving material non-public information from time to time with respect to publicly held
companies or otherwise becoming an “insider” with respect to such companies. With limited
exceptions, KKR does not establish information barriers between its internal investment teams. Trading
by KKR on the basis of such information, or improperly disclosing such information, could be
restricted pursuant to applicable law and/or internal policies and procedures adopted by KKR to
promote compliance with applicable law. Accordingly, the possession of “inside information” or
“insider” status with respect to such an issuer by KKR or KKR personnel could, including where an
appropriate information barrier does not exist between the relevant investment professionals or has
been “crossed” by such professionals, significantly restrict the ability of the Adviser to deal in the
securities of that issuer on behalf of the Fund, which could adversely impact the Fund, including by
preventing the execution of an otherwise advisable purchase or sale transaction in a particular security
until such information ceases to be regarded as material non-public information, which could have an
adverse effect on the overall performance of such investment. In addition, affiliates of KKR in
possession of such information could be prevented from disclosing such information to the Adviser,
even where the disclosure of such information would be in the interests of the Fund. From time to time,
the Adviser will also be subject to contractual “stand-still” obligations and/or confidentiality
obligations that restrict its ability to trade in certain securities on behalf of the Fund. In certain
circumstances, the Fund or the Adviser will engage an independent agent to dispose of securities of
issuers in which KKR could be deemed to have material non-public information on behalf of the Fund.
Such independent agent could dispose of the relevant securities for a price that is lower than the
Adviser’s valuation of such securities which could take into account the material non-public
information known to KKR in respect of the relevant issuer.

The Adviser could develop new businesses such as providing investment banking, advisory and other
services to corporations, financial sponsors, management or other persons. Such services could relate to
transactions that could give rise to investment opportunities that are suitable for the Fund. In such case,
the Adviser’s client would typically require the Adviser to act exclusively on its behalf, thereby
precluding the Fund from participating in such investment opportunities. The Adviser would not be
obligated to decline any such engagements in order to make an investment opportunity available to the
Fund. In addition, the Adviser could come into the possession of information through these new
businesses that limits the Fund’s ability to engage in potential transactions.

The Investment Company Act limits the Fund’s ability to invest in, or hold securities of, companies
that are controlled by funds managed by KKR. Any such investments could create conflicts of interest
between the Fund, the Adviser and KKR. The Adviser will also have, or enter into, advisory
relationships with other advisory clients (including, among others, employee benefit plans subject to
ERISA and related regulations) that could lead to circumstances in which a conflict of interest between
the Adviser’s advisory clients could exist or develop. In addition, to the extent that another client of the
Adviser or KKR holds a different class of securities than the Fund, the interest of such client and the
Fund might not be aligned. As a result of these conflicts and restrictions, the Adviser could be unable
to implement the Fund’s investment strategies as effectively as it could have in the absence of such
conflicts or restrictions. In order to avoid these conflicts and restrictions, the Adviser could choose to
exit these investments prematurely and, as a result, the Fund would forgo any future positive returns
associated with such investments.

Certain other KKR client accounts or proprietary accounts have investment objectives, programs,
strategies and positions that are similar to, or conflict with, those of the Fund, or compete with, or have
interests adverse to, the Fund. This type of conflict could affect the prices and availability of the assets
in which the Fund invests. KKR will, from time to time, give advice or take action with respect to the
investments held by, and transactions of, other KKR client accounts or proprietary accounts that could
be different from or otherwise inconsistent with the advice given or timing or nature of any action
taken with respect to the investments held by, and timing or nature of any action taken with respect to
the investments held by, and transactions of, the Fund. Such different advice and/or inconsistent actions
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could be due to a variety of reasons, including, without limitation, the differences between the
investment objective, program, strategy and tax treatment of the other KKR client accounts or
proprietary accounts and the Fund or the regulatory status of other KKR client accounts and any related
restrictions or obligations imposed on KKR as a fiduciary thereof. Such advice and actions could
adversely impact the Fund.

The Investment Company Act prohibits the Fund from participating in certain transactions with certain
of its affiliates including an Adviser-affiliated broker-dealer. The Fund generally is prohibited, for
example, from buying or selling any security or other property from or to another client of the Adviser
or of KKR. The Investment Company Act also prohibits certain “joint” transactions with certain of the
Fund’s affiliates, which in certain circumstances could include investments in the same portfolio
investment (whether at the same or different times to the extent the transaction involves jointness) or
transactions in which a broker-dealer affiliated with the Adviser participates as principal with the Fund.
If a person acquires more than 25% of the Fund’s voting securities, the Fund will generally be
prohibited from buying or selling any security from or to such person or certain of that person’s
affiliates, or entering into prohibited joint transactions with such persons. Similar restrictions limit the
Fund’s ability to transact business with its officers or directors or their affiliates. The SEC has
interpreted the Investment Company Act rules governing transactions with affiliates to prohibit certain
“joint transactions” involving entities that share a common investment adviser. As a result of these
restrictions, the scope of investment opportunities that would otherwise be available to the Fund will be
limited. These investment opportunities will generally be made available to other funds, vehicles and
accounts advised by the Adviser that are not subject to similar restrictions under the Investment
Company Act.

From time to time, the Fund, KKR or its affiliates will recruit an existing or newly formed management
team to pursue a new “platform” opportunity expected to lead to the formation of a future portfolio
entity. In other cases, the Fund, KKR or its affiliates could form a new portfolio entity and recruit an
existing or newly formed management team to build the portfolio entity through acquisitions and
organic growth. Finally, in order to augment the Fund team’s capabilities and diligence techniques and,
in some instances, operate or service the Fund’s investments, KKR could partner with, including
through joint ventures or by making investments in, high-quality operators with significant expertise
and the requisite skills to operate or service the Fund’s assets. The structure of each platform portfolio
entity and the engagement of each operating partner will vary, including in respect of whether a
management or operating team’s services are exclusive to the platform and whether members of the
management or operating team are employed directly by such platform or indirectly through a separate
management company established to manage such platform, and such structures are subject to change
throughout an investment’s hold period, for example, in connection with potential restructurings,
refinancings and/or dispositions. To the extent permitted under the Investment Company Act, the Fund
would bear the expenses of the management team and/or portfolio entity, as the case may be, including,
for example, any overhead expenses, employee compensation, diligence expenses or other expenses in
connection with backing the management team and/or the build out of the platform entity. With respect
to operating partners, KKR will generally retain, or otherwise enter into a joint venture arrangement
with, such operating partner on an ongoing basis through a consulting or joint venture arrangement
involving the payment of annual retainer fees. The Fund’s real estate operating companies have made,
and the Fund and its real estate operating companies may in the future make, loans to partners in such
joint venture arrangements, including vehicles owned by employees of affiliated property managers. In
connection with Fund financings and property level debt placements for certain of the Fund’s real
estate ventures, the Distributor provides debt arrangement services. In the year ended December 31,
2025, the Distributor received aggregate fees of $802,941, for debt arrangement services. Further, such
operating partner will typically receive success fees, performance-based compensation and other
compensation for assistance provided by such operators in sourcing and diligencing investments for the
Fund and other funds, investment vehicles and accounts managed by KKR. Such annual retainer fees,
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success fees, performance-based compensation and the other costs of retaining such operating partners
would ordinarily be borne directly by the Fund as Fund expenses.

Certain of the Fund’s unconsolidated subsidiaries utilize KKR affiliates for property management and/
or asset management services to the assets owned by such subsidiaries. For their services, such
affiliates receive market based compensation on an arms’ length basis. The AIP Manager, an industrial
property operating platform owned by another KKR-managed fund, provides property management
and asset management services to the industrial assets owned by the Fund’s unconsolidated
subsidiaries. The property management and asset management fees paid to the AIP Manager by the
Fund’s unconsolidated subsidiaries totaled $1,285,706, for the year ended December 31, 2025.

Drawbridge is a vertically integrated platform that manages high quality net lease office assets across
the United States and provides property management services to the Fund’s unconsolidated subsidiaries
for prime single tenant properties. KKR has a majority ownership interest in Drawbridge and
Drawbridge is controlled by a board of managers comprised of two KKR members, who are also on the
Board, and two non-KKR members. The property management fees paid to Drawbridge by the Fund’s
unconsolidated subsidiaries totaled $806,191 for the year ended December 31, 2025.

KKR has established a platform, My Community Homes (“MCH”), to provide certain management
services to permit the institutional ownership of SFR homes which the Fund engages. MCH is a
platform owned by another KKR-managed fund that was established to non-exclusively support the
accumulation and management SFR homes on behalf of KKR-affiliated accounts, including the Fund’s
unconsolidated subsidiaries. To ensure the equitable allocation of SFR investment opportunities among
KKR funds and accounts, KKR has adopted a rotational investment allocation policy where each
investor or group of investors will generally accumulate the optimal value of homes to permit the
execution of a securitization before the rotation to the next KKR investor in sequence. MCH does not
charge fees to the KKR funds and accounts it manages homes on behalf of, and instead allocates a
pro-rata share of its actual costs to platform users to achieve a break-even bottom line. Expenses are
allocated between the applicable accounts based on homes under management, homes acquired in a
given period, or other reasonable methods. For the year ended December 31, 2025, expenses allocated
to KREST totaled $2,206,719.

KKR also formed Strategic Lease Partners (“SLP”) in 2021 as a platform for specific KKR real estate
and credit funds to aggregate a diversified portfolio of net lease investments. The SLP platform targets
a relatively broad range of properties across (i) manufacturing/food production, (ii) warehouse/
logistics, (iii) specialized (lab, R&D, hybrid) and (iv) long-term office. It is contemplated that SLP
could be engaged as the property manager for future long-leased industrial/manufacturing properties
where relevant on the same market terms as the Fund currently engages the AIP Manager, discussed
above. For the year ended December 31, 2025, the Fund did not incur a fee.

Global Atlantic (“GA”) is a U.S. retirement and life insurance company, with a broad range of
investment products and access to a network of financial advisers and independent broker-dealers. GA
is wholly-owned by KKR, and operates as a KKR subsidiary and standalone business. Global Atlantic
Distributors, LLC, a subsidiary of GA, serves as a sub-distributor of the Fund and provides wholesaling
distribution services for the Fund in the independent broker-dealer channel. For the year ended
December 31, 2025, the Fund incurred $19,890 for these services.

Sentio Investments, LLC (“Sentio”) is a vertically integrated platform owned by another
KKR-managed fund that manages a national portfolio of senior housing communities. Sentio has been
engaged to serve as property manager for certain senior housing investments by the Fund. During the
year ended December 31, 2025, the Fund incurred a fee of $8,430 for these services.

K-STAR Asset Management (“K-STAR”) is a real estate credit asset management and special
servicing platform. K-STAR has been engaged to serve as special servicer of certain CMBS trusts
where the Fund is the directing certificate holder, and has been appointed by the Fund to carry out the
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operational aspects of certain directly originated loans held by KREST. During the year ended
December 31, 2025, the Fund incurred a fee of $250 for these services.

* KKR created Elevate, a platform setup under University Partners in 2024. Elevate is an operationally-
focused asset management platform, which KKR expects to create immediate value across the Fund’s
portfolio. Elevate’s capabilities are designed to provide maximum, cost efficient leverage at the most
impactful points of inefficiency or within operational areas in which KKR has experienced the least
amount of consistency from third-party operations. The capabilities are primarily operationally focused
by design in an effort to drive value at the asset level and be complimentary rather than redundant to
the skill set within KKR asset management. It is contemplated that Elevate will seek reimbursement for
such services a portion of which may be directly or indirectly borne on KREST on arm’s length terms
to be approved by the Board. For the year ended December 31, 2025 the Fund did not incur a fee.

« K-Star EMEA is a special servicer for commercial mortgage loans originated in Europe. K-Star EMEA
provides services to replace external servicers in provision of certain activities and to provide oversight
of Primary Servicing Activities performed by Primary Servicers. K-Star EMEA will provide many
value-add services to KKR Lenders (including KREST) previously provided by KKR. It is
contemplated that K-Star EMEA will seek reimbursement for such services a portion of which may be
directly or indirectly borne on KREST on arm’s length terms to be approved by the Board. For the year
ended December 31, 2025 the Fund did not incur a fee.

» Stockholders of the Fund are based in a wide variety of jurisdictions and take a wide variety of forms.
Accordingly, they could have conflicting regulatory, legal, investment, tax and other interests with
respect to their investments in the Fund. The conflicting interests of individual stockholders relate to or
arise from, among other things, the nature of investments made by the Fund, the selection, structuring,
acquisition and management of investments, the timing of disposition of investments, internal
investment policies of the stockholders and their target risk/return profiles. As a consequence, conflicts
of interest could arise in connection with decisions made by the Adviser, including with respect to the
nature or structuring of investments, which could be more beneficial for one stockholder than for
another stockholder, especially with respect to stockholders’ individual tax situations. In addition, the
Fund could make investments that have a negative impact on related investments made by the Fund in
separate transactions. In selecting and structuring investments appropriate for the Fund, the Adviser
will consider the investment and tax objectives of the Fund and its stockholders as a whole, not the
investment, tax or other objectives of any stockholder individually.

Each of the Adviser and the other investment advisers and/or investment managers affiliated with KKR will
deal with conflicts of interest using its best judgment, but in its sole discretion. When conflicts arise between the
Fund and another affiliated fund, the Adviser will represent the interests of the Fund and the other participating
affiliated adviser will represent the interests of the affiliated fund it sponsors, manages or advises. In resolving
conflicts, the Adviser and the other affiliated advisers will consider various factors, including applicable
restrictions under the Investment Company Act, the interests of the funds and accounts they advise in the context
of both the immediate issue at hand and the longer term course of dealing among the Fund and the other affiliated
fund. As with all conflicts involving the Fund, the Adviser’s determination as to which factors are relevant and
the resolution of such conflicts will be made in the Adviser’s sole discretion except as required by the Investment
Company Act or by the governing documents of the Fund. Although the Adviser has established procedures and
policies addressing conflicts of interest, there can be no assurance that the Adviser will be able to resolve all
conflicts in a manner that is favorable to the Fund.

Proxy Voting Policy and Proxy Voting Record

The Board has delegated the day-to-day responsibility to the Adviser to vote the Fund’s proxies. The
Adviser will vote proxies according to the proxy voting policies and procedures currently in effect as of the date
of this Statement of Additional Information, a copy of which appears below. These guidelines are reviewed
periodically by the Adviser as well as the Board, and, accordingly, are subject to change.
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Proxy Policies

The Adviser will have the responsibility of voting proxies and corporate actions that it receives on behalf of
the Fund. Proxy proposals received by the Adviser and designated in its Proxy Voting Policies and Procedures
(“Proxy Policy”) as “For” or “Against” will be voted by the Adviser in accordance with the Proxy Policy. Proxy
proposals received by the Adviser and designated in the Proxy Policy as “Case by Case” (or not addressed in the
Proxy Policy) and all corporate actions will be reviewed by the Adviser and voted in the best interest of the Fund.
Notwithstanding the foregoing, the Adviser may vote a proxy contrary to the Proxy Policy if the Adviser, with
the assistance of the analyst who is in charge of the issuer, determines that such action is in the best interest of
the Fund. In the event that the Adviser votes contrary to the Proxy Policy or with respect to “Case by Case”
issues, the Adviser, with the assistance of the analyst who is in charge of the issuer, will document the basis for
the Adviser’s decision.

In addition, the Adviser may choose not to vote proxies or corporate actions in certain situations, such as:
(i) where the Fund has informed the Adviser that it wishes to retain the right to vote the proxy or corporate
action; (ii) where the Adviser deems the cost of voting would exceed any anticipated benefit to the Fund; or
(iii) where a proxy or corporate action is received by the Adviser for a security it no longer manages on behalf of
the Fund. The Adviser with the assistance of the analyst who is in charge of the issuer will document for the basis
of the Adviser’s decision not to vote.

The Adviser may occasionally be subject to conflicts of interest in the voting of proxies due to business or
personal relationships it maintains with persons having an interest in the outcome of certain votes. The Adviser,
its affiliates and/or its employees may also occasionally have business or personal relationships with the
proponents of proxy proposals, participants in proxy contests, corporate directors and officers or candidates for
directorships. If at any time, the Adviser becomes aware of an existing or potential conflict of interest relating to
a particular proxy proposal, the Adviser’s Conflicts Committee (“Conflicts Committee”), or its designee, must be
notified. Provided the Conflicts Committee has determined that a conflict or potential for a conflict exists, the
proxy must be voted in alignment with the recommendation set forth by Institutional Shareholder Services Inc.
Appropriate documentation will be maintained by the Conflicts Committee.

Proxy Voting Records

Information on how the Fund voted proxies (if any) relating to portfolio securities during the most recent
12-month period is available without charge by calling the Fund toll-free at (855) 844-8655 or on the SEC’s
website at http://www.sec.gov.

Code of Ethics

The Fund and the Adviser have each adopted codes of ethics pursuant to Rule 17j-1 under the Investment
Company Act that establish procedures for personal investments and restrict certain personal securities
transactions. Personnel subject to these codes may invest in securities for their personal investment accounts,
including securities that may be purchased or held by the Fund, so long as such investments are made in
accordance with the code’s requirements. In addition, the code of ethics is available on the EDGAR Database on
the SEC’s Internet site at http://www.sec.gov. You may also obtain copies of each code of ethics, after paying a
duplicating fee, by electronic request at the following e-mail address: publicinfo@sec.gov.

A-45



PORTFOLIO TRANSACTIONS AND BROKERAGE

The Adviser has responsibility for decisions to buy and sell securities and other instruments for the Fund,
the selection of brokers and dealers to effect the transactions and the negotiation of prices and any brokerage
commissions on such transactions. Although the Adviser will be primarily responsible for the placement of the
Fund’s portfolio business, the policies and practices in this regard are subject to review by the Board. Many of
the Fund’s investments in real estate will not be investments in securities.

With respect to interests in mezzanine loans and senior mortgage loans, the Fund generally will engage in
privately negotiated transactions for purchase or sale in which the Adviser will negotiate on behalf of the Fund
(although a more developed market may exist for certain loans). The Fund will, from time to time, be required to
pay fees, or give up a portion of interest and any fees payable to the Fund, to the lender selling participations or
assignments to the Fund. The Adviser will determine the lenders from whom the Fund will purchase assignments
and participations by considering their professional ability, level of service, relationship with a borrower,
financial condition, credit standards and quality of management. The illiquidity of many senior mortgage loans or
mezzanine loans may restrict the ability of the Adviser to locate in a timely manner persons willing to purchase
the Fund’s interests in such loans at a fair price should the Fund desire to sell such interests. See
“Risks—Mezzanine Loan Risk” and “Risks—Mortgage Loan Risk” the prospectus. Affiliates of the Adviser may
participate in the primary and secondary market for mezzanine loans and senior mortgage loans. Because of
certain limitations imposed by the Investment Company Act, this may restrict the Fund’s ability to acquire some
loans. The Adviser does not believe that this will have a material effect on the Fund’s ability to acquire
mezzanine loans and senior mortgage loans consistent with its investment policies.

As most transactions made by the Fund are principal transactions at net prices, the Fund generally incurs
little or no brokerage costs. The portfolio securities in which the Fund invests are normally purchased either
(1) directly from the issuer in the primary market or (2) in the secondary OTC market from a market maker for
the securities. In the primary market, the issuer is paid a fee by the borrower/sponsor of the transaction. The
purchaser of securities in the primary market does not pay any fees. In the secondary market, market makers earn
a spread between the bid and ask prices. Purchases from a market maker are effected at the ask prices and sales to
a market maker are effected at the bid prices.

The Fund will, from time to time, also purchase certain money market instruments directly from an issuer,
in which case no commissions or discounts are paid (although the Fund could indirectly bear fees and expenses
of any money market funds in which it invests), or could purchase and sell listed securities on an exchange,
which are effected through brokers who charge a commission for their services.

In effecting securities transactions, the Adviser will seek to obtain the best execution of orders. Commission
rates are a component of price and are considered along with other relevant factors. In determining the broker or
dealer to be used and the commission rates to be paid, the Adviser will consider the utility and reliability of
brokerage services, including execution capability and performance, financial responsibility, investment
information, market insights, other research provided by such brokers, and access to analysts, management and
idea generation. Accordingly, the commissions charged by any such broker may be greater than the amount
another firm might charge if the Adviser determines in good faith that the amount of such commissions is
reasonable in relation to the value of the brokerage services and research information provided by such brokers.
Consistent with the requirements of best execution, brokerage commissions on accounts may be directed to
brokers in recognition of investment research and information furnished as well as for services rendered in
execution of orders by such brokers. By allocating transactions in this manner, the Adviser may be able to
supplement its research and analysis with the views and information of brokerage firms. The Adviser may also
allocate a portion of its brokerage business to firms whose employees participate as brokers in the introduction of
investors to the Adviser or who agree to bear the expense of capital introduction, marketing or related services by
third parties. Eligible research or brokerage services provided by brokers through which portfolio transactions for
the Adviser are executed may include research reports on particular industries and companies, economic surveys
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and analyses, recommendations as to specific securities, online quotations, news and research services, financial
publications and other products and services (e.g., software based applications for market quotes and news,
database programs providing investment and industry data) providing lawful and appropriate assistance to the
portfolio managers and their designees in the performance of their investment decision-making responsibilities
on behalf of the Adviser and other accounts which their affiliates manage (collectively, “Soft Dollar Items”). The
Adviser and its affiliates generally use such products and services (if any) for the benefit of all of their accounts.
Soft Dollar Items may be provided directly by brokers, by third parties at the direction of brokers or purchased on
behalf of the Fund and its affiliates with credits or rebates provided by brokers. Any Soft Dollar Items obtained
in connection with portfolio transactions for the Fund are intended to fall within the “safe harbor” of

Section 28(e) of the Exchange Act. As noted above, because most of the Fund’s transactions will likely be
principal transactions, the Fund will likely not incur significant brokerage commissions (although it will be
subject to mark-ups and mark-downs imposed by dealers). Section 28(e) generally only applies with respect to
brokerage commissions; as such, the Fund does not expect to benefit from any significant amount of Soft Dollar
Items.

The Adviser may also place portfolio transactions, to the extent permitted by law, with brokerage firms
affiliated with the Fund or the Adviser if they reasonably believe that the quality of execution and the
commission are comparable to those available from other qualified firms. Similarly, to the extent permitted by
law and subject to the same considerations on quality of execution and comparable commission rates, the
Adviser may direct an executing broker to pay a portion or all of any commissions, concessions or discounts to a
firm supplying research or other services.

The Adviser may place portfolio transactions at or about the same time for other advisory accounts,
including other investment companies. The Adviser will seek to allocate portfolio transactions equitably
whenever concurrent decisions are made to purchase or sell securities for the Fund and another advisory account.
In some cases, this procedure could have an adverse effect on the price or the amount of securities available to
the Fund. In making such allocations among the Fund and other advisory accounts, the main factors considered
by the Adviser are the respective sizes of the Fund and other advisory accounts, the respective investment
objectives, the relative size of portfolio holdings of the same or comparable securities, the availability of cash for
investment, the size of investment commitments generally held and opinions of the persons responsible for
recommending the investment. See “Conflicts of Interest.”

The placing and execution of orders for the Fund also is subject to restrictions under U.S. securities laws,
including certain prohibitions against trading among the Fund and its affiliates (including the Adviser or its
affiliates). Certain broker-dealers, through which the Fund may effect securities transactions, may be affiliated
persons (as defined in the Investment Company Act) of the Fund or affiliated persons of such affiliates. The
Board has adopted certain policies incorporating the standards of Rule 17e-1 issued by the SEC under the
Investment Company Act which require that the commissions paid to affiliates of the Fund be reasonable and fair
compared to the commissions, fees or other remuneration received or to be received by other brokers in
connection with comparable transactions involving similar securities during a comparable period of time. The
rule and procedures also contain review requirements and require the Adviser to furnish reports to the Directors
and to maintain records in connection with such reviews. In addition, the Fund will, from time to time, purchase
securities in a placement for which affiliates of the Adviser have acted as agent to or for issuers, consistent with
applicable rules adopted by the SEC or regulatory authorization, if necessary. The Fund will not purchase
securities from or sell securities to any affiliate of the Adviser acting as principal. The Adviser is prohibited from
directing brokerage transactions on the basis of the referral of clients or the sale of shares of advised investment
companies.

Portfolio Turnover Rate

The frequency of portfolio transactions of a Fund (the portfolio turnover rate) will vary from year to year
depending on many factors. An annual portfolio turnover rate of 100% would occur if all the securities in the
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Fund were replaced once in a period of one year. Portfolio turnover rate is not considered a limiting factor in the
execution of investment decisions for the Fund. Because it is difficult to accurately predict portfolio turnover
rates, actual turnover may be higher or lower than expected. Higher portfolio turnover results in increased Fund
costs, including brokerage commissions, dealer mark-ups and/or other transaction costs on the sale of securities
and on the reinvestment in other securities. Higher portfolio turnover rates also may result in an increase in short-
term capital gains or losses.

The Fund experienced a portfolio turnover rate of 18% and 15% in 2024 and 2025, respectively. There can
be no assurance that the Fund’s portfolio turnover rate will remain at expected levels.
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FINANCIAL STATEMENTS

The Fund’s financial statements as of and for the year ended December 31, 2025 and the financial statement
of the Fund’s significant subsidiary, KRE HQ at First LLC as of and for the year ended December 31, 2025, are
incorporated by reference into this Statement of Additional Information from the Annual Report
(File No. 811-23575), as filed with the SEC on Form N-CSR on March 3, 2026, have been audited by
Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their report which
expresses an unqualified opinion on the financial statements.

The foregoing financial statements and reports are incorporated by reference into this Statement of
Additional Information as filed with the SEC on Form N-CSR on March 3, 2026, in reliance upon such reports
given upon the authority of such firms as experts in accounting and auditing.

No other parts of the Annual Report or any other annual or semi-annual report of the Fund are incorporated
by reference herein. A copy of the Annual Report and most recent semi-annual report of the Fund may be
obtained upon request and without charge by calling (855) 844-8655 or by writing to the Fund at 30 Hudson
Yards, New York, NY 10001.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following summary describes certain of the material U.S. federal income tax considerations relating to
the ownership of our Common Stock as of the date hereof by U.S. holders and non-U.S. holders, each as defined
below. Except where noted, this summary deals only with Common Stock held as a capital asset and does not
deal with special situations, such as those of dealers in securities or currencies, financial institutions, regulated
investment companies, tax-exempt entities (except as described in “—Taxation of Tax-Exempt Holders of Our
Common Stock” below), insurance companies, persons holding Common Stock as a part of a hedging, integrated,
conversion or constructive sale transaction or a straddle, traders in securities that elect to use a mark-to-market
method of accounting for their securities holdings, persons liable for alternative minimum tax, persons who are
“foreign governments” within the meaning of Section 892 of the Code, investors in pass-through entities or U.S.
holders of Common Stock whose “functional currency” is not the U.S. dollar. Furthermore, the discussion below
is based upon the provisions of the Code and regulations, rulings and judicial decisions thereunder as of the date
hereof, and such authorities may be repealed, revoked or modified, possibly with retroactive effect, so as to result
in U.S. federal income tax consequences different from those discussed below. No ruling on the U.S. federal,
state, or local tax considerations relevant to our operation or to the purchase, ownership or disposition of our
Common Stock has been requested from the IRS or other tax authority. No assurance can be given that the IRS
would not assert, or that a court would not sustain, a position contrary to any of the tax consequences described
below. The summary is also based upon the assumption that we and our subsidiaries and affiliated entities will
operate in accordance with our and their applicable organizational documents.

The U.S. federal income tax treatment of holders of our Common Stock depends in some instances on
determinations of fact and interpretations of complex provisions of U.S. federal income tax law for which no
clear precedent or authority may be available. In addition, the tax consequences to any particular stockholder of
holding our Common Stock will depend on the stockholder’s particular tax circumstances. You are urged to
consult your own tax advisors concerning the U.S. federal income tax consequences in light of your particular
situation as well as consequences arising under the laws of any other taxing jurisdiction.

Our Taxation as a REIT

We elected to be taxed as a REIT under the Code commencing with our taxable year ended December 31,
2020. We believe that we have been organized and have operated and will continue to operate in such a manner
as to qualify for taxation as a REIT under the applicable provisions of the Code so long as our board of directors
determines that REIT qualification remains in our best interest. We have not received, and do not intend to seek,
any rulings from the IRS regarding our status as a REIT or our satisfaction of the REIT requirements. The IRS
may challenge our status as a REIT, and a court could sustain any such challenge. Our qualification and taxation
as a REIT depend upon our ability to meet on a continuing basis, through actual annual operating results, certain
qualification tests set forth in the U.S. federal tax laws. Those qualification tests involve the percentage of
income that we earn from specified sources, the percentage of our assets that falls within specified categories, the
diversity of the ownership of our shares, and the percentage of our taxable income that we distribute. No
assurance can be given that our actual results of operations for any particular taxable year will satisfy such
requirements. For a discussion of the tax consequences of our failure to qualify as a REIT, see “—Fuailure to

Qualify.”

The sections of the Code and the corresponding regulations that govern the U.S. federal income tax
treatment of a REIT and its stockholders are highly technical and complex. The following discussion is qualified
in its entirety by the applicable Code provisions, rules and regulations promulgated thereunder, and
administrative interpretations thereof.

Taxation of REITSs in General

As indicated above, our qualification and taxation as a REIT depends upon our ability to meet, on a
continuing basis, various qualification requirements imposed upon REITs by the Code. The material qualification
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requirements are summarized below under “—Requirements for Qualification as a REIT.” While we intend to
operate so that we qualify as a REIT, no assurance can be given that the IRS will not challenge our qualification,
or that we will be able to operate in accordance with the REIT requirements in the future. See “—Failure to

Qualify.”

Provided that we qualify as a REIT, generally we will be entitled to a deduction for dividends that we pay
and therefore will not be subject to U.S. federal corporate income tax on our net taxable income that is currently
distributed to our stockholders. This treatment substantially eliminates the “double taxation™ at the corporate and
stockholder levels that generally results from an investment in a C corporation (i.e., a corporation generally
subject to U.S. federal corporate income tax). Double taxation means taxation once at the corporate level when
income is earned and once again at the stockholder level when the income is distributed. In general, the income
that we generate, to the extent declared as a dividend and subsequently paid to our stockholders, is taxed only at
the stockholder level.

If we qualify as a REIT, we will nonetheless be subject to U.S. federal tax in the following circumstances:

*  We will pay U.S. federal income tax on our taxable income, including net capital gain, that we do not
distribute to stockholders during, or within a specified time after, the calendar year in which the income
is earned.

» If we have net income from “prohibited transactions,” which are, in general, sales or other dispositions
of property held primarily for sale to customers in the ordinary course of business, other than
foreclosure property, such income will be subject to a 100% tax.

» If we elect to treat property that we acquire in connection with a foreclosure of a mortgage loan or from
certain leasehold terminations as “foreclosure property,” we may thereby avoid (a) the 100% tax on
gain from a resale of that property (if the sale would otherwise constitute a prohibited transaction) and
(b) the inclusion of any income from such property not qualifying for purposes of the REIT gross
income tests discussed below, but the income from the sale or operation of the property may be subject
to U.S. corporate income tax at the highest applicable rate.

» If due to reasonable cause and not willful neglect we fail to satisfy either the 75% gross income test or
the 95% gross income test discussed below, but nonetheless maintain our qualification as a REIT
because other requirements are met, we will be subject to a 100% tax on the greater of the amount by
which we fail the 75% gross income test or the 95% gross income test, multiplied in either case by a
fraction intended to reflect our profitability.

» If (i) we fail to satisfy the asset tests (other than a de minimis failure of the 5% asset test or the 10%
vote or value test, as described below under “—Asset Tests”) due to reasonable cause and not to willful
neglect, (ii) we dispose of the assets or otherwise comply with such asset tests within six months after
the last day of the quarter in which we identify such failure and (iii) we file a schedule with the IRS
describing the assets that caused such failure, we will pay a tax equal to the greater of $50,000 or the
net income from the nonqualifying assets during the period in which we failed to satisfy such asset
tests multiplied by the highest corporate tax rate.

» If we fail to satisfy one or more requirements for REIT qualification, other than the gross income tests
and the asset tests, and the failure was due to reasonable cause and not to willful neglect, we will be
required to pay a penalty of $50,000 for each such failure.

*  We may be required to pay monetary penalties to the IRS in certain circumstances, including if we fail
to meet recordkeeping requirements intended to monitor our compliance with rules relating to the
composition of a REIT’s stockholders, as described below in “—Requirements for Qualification as a
REIT.”

o If we fail to distribute during each calendar year at least the sum of:

*  85% of our ordinary income for such calendar year;
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*  95% of our capital gain net income for such calendar year; and
» any undistributed taxable income from prior taxable years,

we will pay a 4% nondeductible excise tax on the excess of the required distribution over the amount
we actually distributed, plus any retained amounts on which income tax has been paid at the corporate
level.

We may elect to retain and pay income tax on our net long-term capital gain. In that case, a U.S. holder
would include its proportionate share of our undistributed long-term capital gain (to the extent we
make a timely designation of such gain to the stockholder) in its income, and would receive a credit or
a refund for its proportionate share of the tax we paid.

We will be subject to a 100% excise tax on amounts received by us from a taxable REIT subsidiary (or
on certain expenses deducted by a taxable REIT subsidiary) if certain arrangements between us and a
taxable REIT subsidiary of ours, as further described below, are not comparable to similar
arrangements among unrelated parties.

If we acquire any assets from a non-REIT C corporation in a carry-over basis transaction, we could be
liable for specified tax liabilities inherited from that non-REIT C corporation with respect to that
corporation’s “built-in gain” in its assets. Built-in gain is the amount by which an asset’s fair market
value exceeds its adjusted tax basis at the time we acquire the asset. Applicable Treasury regulations,
however, allow us to avoid the recognition of gain and the imposition of corporate-level tax with
respect to a built-in gain asset acquired in a carry-over basis transaction from a non-REIT C
corporation unless and until we dispose of that built-in gain asset during the 5-year period following its
acquisition, at which time we would recognize, and would be subject to tax at the highest regular
corporate rate on, the built-in gain.

In addition, notwithstanding our status as a REIT, we may also have to pay certain state and local
income taxes, because not all states and localities treat REITs in the same manner that they are treated
for U.S. federal income tax purposes. Moreover, as further described below, any domestic taxable
REIT subsidiary in which we own an interest will be subject to U.S. federal corporate income tax on its
net income.

Requirements for Qualification as a REIT. The Code defines a REIT as a corporation, trust or association:

()
2

(€)
4)

©)

(6)

()

®)

that is managed by one or more trustees or directors;

the beneficial ownership of which is evidenced by transferable shares, or by transferable certificates of
beneficial interest;

that would be taxable as a domestic corporation, but for its election to be subject to tax as a REIT;

that is neither a financial institution nor an insurance company subject to certain provisions of the
Code;

the beneficial ownership of which is held by 100 or more persons;

of which not more than 50% in value of the outstanding shares are owned, directly or indirectly, by five
or fewer individuals (as defined in the Code to include certain entities) after applying certain attribution
rules;

that makes an election to be a REIT for the current taxable year or has made such an election for a
previous taxable year, which has not been terminated or revoked; and

that meets other tests described below regarding the nature of its income and assets.

Conditions (1) through (4), inclusive, must be met during the entire taxable year. Condition (5) must be met
during at least 335 days of a taxable year of 12 months, or during a proportionate part of a taxable year of less
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than 12 months other than the first taxable year for which an election to become a REIT is made. Condition

(6) must be met during the last half of each taxable year, but neither conditions (5) nor (6) apply to the first
taxable year for which an election to become a REIT is made. We believe that we will maintain sufficient
diversity of ownership to allow us to satisfy conditions (5) and (6) above. In addition, our charter contains
restrictions regarding the ownership and transfer of our stock that are intended to assist us in continuing to satisfy
the share ownership requirements described in (5) and (6) above. The provisions of our charter restricting the
ownership and transfer of our stock are described in “Certain Provisions in the Charter and Bylaws— Transfer
Restrictions.” These restrictions, however, may not ensure that we will be able to satisfy these share ownership
requirements. If we fail to satisfy these share ownership requirements, we will fail to qualify as a REIT.

If we comply with regulatory rules pursuant to which we are required to send annual letters to holders of our
stock requesting information regarding the actual ownership of our stock (as discussed below), and we do not
know, or exercising reasonable diligence would not have known, whether we failed to meet requirement
(6) above, we will be treated as having met the requirement.

To monitor compliance with the share ownership requirements, we generally are required to maintain
records regarding the actual ownership of our shares. To do so, we must demand written statements each year
from the record holders of significant percentages of our stock pursuant to which the record holders must
disclose the actual owners of the shares (i.e., the persons required to include our dividends in their gross income).
We must maintain a list of those persons failing or refusing to comply with this demand as part of our records.
We could be subject to monetary penalties if we fail to comply with these record-keeping requirements. If you
fail or refuse to comply with the demands, you will be required by Treasury regulations to submit a statement
with your tax return disclosing your actual ownership of our shares and other information. In addition, we must
satisfy all relevant filing and other administrative requirements established by the IRS to elect and maintain REIT
status, use a calendar year for U.S. federal income tax purposes, and comply with the record keeping
requirements of the Code and regulations promulgated thereunder.

Ownership of Partnership Interests. In the case of a REIT that is a partner in an entity that is treated as a
partnership for U.S. federal income tax purposes, Treasury regulations provide that the REIT is deemed to own
its proportionate share of the partnership’s assets and to earn its proportionate share of the partnership’s gross
income based on its pro rata share of capital interests in the partnership for purposes of the asset and gross
income tests applicable to REITs, as described below. However, solely for purposes of the 10% value test
described below (see “—Asset Tests”), the determination of a REIT’s interest in a partnership’s assets will be
based on the REIT’s proportionate interest in any securities issued by the partnership, excluding for these
purposes, certain excluded securities as described in the Code. In addition, the assets and gross income of the
partnership generally are deemed to retain the same character in the hands of the REIT. Thus, our proportionate
share of the assets and items of income of partnerships in which we own an equity interest is treated as assets and
items of income of our company for purposes of applying the REIT requirements described below. Consequently,
to the extent that we directly or indirectly hold a preferred or other equity interest in a partnership, the
partnership’s assets and operations may affect our ability to qualify as a REIT, even though we may have no
control or only limited influence over the partnership.

Disregarded Subsidiaries. If a REIT owns a corporate subsidiary that is a “qualified REIT subsidiary,” the
separate existence of that subsidiary is disregarded for U.S. federal income tax purposes. Generally, a qualified
REIT subsidiary is a corporation, other than a taxable REIT subsidiary, all of the stock of which is owned
directly or indirectly by the REIT. Other entities that are wholly-owned by us, including single member limited
liability companies that have not elected to be taxed as corporations for U.S. federal income tax purposes, are
also generally disregarded as separate entities for U.S. federal income tax purposes, including for purposes of the
REIT income and asset tests. All assets, liabilities and items of income, deduction and credit of qualified REIT
subsidiaries and disregarded subsidiaries will be treated as assets, liabilities and items of income, deduction and
credit of the REIT itself. A qualified REIT subsidiary of ours is not subject to U.S. federal corporate income
taxation, although it may be subject to state and local taxation in some states.
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In the event that a qualified REIT subsidiary or a disregarded subsidiary ceases to be wholly owned by us
(for example, if any equity interest in the subsidiary is acquired by a person other than us or another disregarded
subsidiary of us), the subsidiary’s separate existence would no longer be disregarded for U.S. federal income tax
purposes. Instead, it would have multiple owners and would be treated as either a partnership or a taxable
corporation. Such an event could, depending on the circumstances, adversely affect our ability to satisfy the
various asset and gross income tests applicable to REITs, including the requirement that REITs generally may
not own, directly or indirectly, more than 10% of the value or voting power of the outstanding securities of
another corporation. See “—Asset Tests” and “—Income Tests.”

Taxable REIT Subsidiaries. A “taxable REIT subsidiary” is an entity that is taxable as a corporation in
which we directly or indirectly own stock and that elects with us to be treated as a taxable REIT subsidiary. The
separate existence of a taxable REIT subsidiary is not ignored for U.S. federal income tax purposes. Accordingly,
a domestic taxable REIT subsidiary generally is subject to U.S. federal corporate income tax on its earnings,
which may reduce the cash flow that we and our subsidiaries generate in the aggregate, and may reduce our
ability to make distributions to our stockholders. In addition, if a taxable REIT subsidiary owns, directly or
indirectly, securities representing 35% or more of the vote or value of a subsidiary corporation, that subsidiary
will also be treated as a taxable REIT subsidiary. However, an entity will not qualify as a taxable REIT
subsidiary if it directly or indirectly operates or manages a lodging or health care facility or, generally, provides
to another person, under a franchise, license or otherwise, rights to any brand name under which any lodging
facility or health care facility is operated. We generally may not own more than 10%, as measured by voting
power or value, of the securities of a corporation that is not a qualified REIT subsidiary unless we and such
corporation elect to treat such corporation as a taxable REIT subsidiary. Overall, no more than 20% of the value
of a REIT’s assets may consist of stock or securities of one or more taxable REIT subsidiaries.

Income earned by a taxable REIT subsidiary is not attributable to the REIT. Rather, the stock issued by a
taxable REIT subsidiary to us is an asset in our hands, and we treat dividends paid to us from such taxable REIT
subsidiary, if any, as income. This income can affect our income and asset tests calculations, as described below.
As a result, income that might not be qualifying income for purposes of the income tests applicable to REITs
could be earned by a taxable REIT subsidiary without affecting our status as a REIT. For example, we may use
taxable REIT subsidiaries to perform services or conduct activities that give rise to certain categories of income
such as management fees, or to conduct activities that, if conducted by us directly, would be treated in our hands
as prohibited transactions.

Several provisions of the Code regarding the arrangements between a REIT and its taxable REIT
subsidiaries ensure that a taxable REIT subsidiary will be subject to an appropriate level of U.S. federal income
taxation. For example, a taxable REIT subsidiary is limited in its ability to deduct interest payments made to
affiliated REITs. In addition, we would be obligated to pay a 100% penalty tax on some payments that we
receive from, or on certain expenses deducted by, a taxable REIT subsidiary if the IRS were to assert
successfully that the economic arrangements between us and a taxable REIT subsidiary are not comparable to
similar arrangements among unrelated parties.

Deductions are disallowed for business interest expense (even if paid to third parties) in excess of the sum of
a taxpayer’s business interest income and 30% of the adjusted taxable income of the business, which is its
taxable income computed without regard to business interest income or expense, net operating losses,
depreciation, amortization, depletion or the pass-through income deduction. Such limitations may also impact the
amount of U.S. federal income tax paid by any of our taxable REIT subsidiaries.

Income Tests

To qualify as a REIT, we must satisfy two gross income requirements, each of which is applied on an annual
basis. First, at least 75% of our gross income, excluding gross income from prohibited transactions and certain
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hedging and foreign currency transactions, for each taxable year generally must be derived directly or indirectly
from:

* rents from real property;

* interest on debt secured by mortgages on real property or on interests in real property;
» dividends or other distributions on, and gain from the sale of, stock in other REITs;

* gain from the sale of real property or mortgage loans;

» abatements and refunds of taxes on real property;

* income and gain derived from foreclosure property (as described below);

* amounts (other than amounts the determination of which depends in whole or in part on the income or
profits of any person) received or accrued as consideration for entering into agreements (i) to make
loans secured by mortgages on real property or on interests in real property or (ii) to purchase or lease
real property (including interests in real property and interests in mortgages on real property); and

* interest or dividend income from investments in stock or debt instruments attributable to the temporary
investment of new capital during the one-year period following our receipt of new capital that we raise
through equity offerings or public offerings of debt obligations with at least a five-year term.

Second, at least 95% of our gross income, excluding gross income from prohibited transactions and certain
hedging transactions, for each taxable year must be derived from sources that qualify for purposes of the 75%
test, and from (i) dividends, (ii) interest and (iii) gain from the sale or disposition of stock or securities, which
need not have any relation to real property.

If we fail to satisfy one or both of the 75% and 95% gross income tests for any taxable year, we may
nevertheless qualify as a REIT for that year if we are entitled to relief under the Code. These relief provisions
generally will be available if our failure to meet the tests is due to reasonable cause and not due to willful neglect,
and we attach a schedule of the sources of our income to our U.S. federal income tax return. It is not possible,
however, to state whether in all circumstances we would be entitled to the benefit of these relief provisions. For
example, if we fail to satisfy the gross income tests because nonqualifying income that we intentionally
recognize exceeds the limits on nonqualifying income, the IRS could conclude that the failure to satisfy the tests
was not due to reasonable cause. If these relief provisions are inapplicable to a particular set of circumstances, we
will fail to qualify as a REIT. Even if these relief provisions apply, a penalty tax would be imposed based on the
amount of nonqualifying income. See “—7axation of REITs in General.”

Gross income from our sale of property that we hold primarily for sale to customers in the ordinary course
of business is excluded from both the numerator and the denominator in both gross income tests. In addition,
certain foreign currency gains will be excluded from gross income for purposes of one or both of the gross
income tests. We will monitor the amount of our nonqualifying income, and we will manage our portfolio to
comply at all times with the gross income tests. The following paragraphs discuss some of the specific
applications of the gross income tests to us.

Dividends. We may directly or indirectly receive distributions from taxable REIT subsidiaries or other
corporations that are not REITs or qualified REIT subsidiaries. These distributions generally are treated as
dividend income to the extent of earnings and profits of the distributing corporation. Our dividend income from
stock in any corporation (other than any REIT), including any taxable REIT subsidiary, will be qualifying
income for purposes of the 95% gross income test, but not the 75% gross income test. Dividends that we receive
from any REITs in which we own stock and our gain on the sale of the stock in those REITs will be qualifying
income for purposes of both gross income tests. However, if a REIT in which we own stock fails to qualify as a
REIT in any year, our income from such REIT would be qualifying income for purposes of the 95% gross
income test, but not the 75% gross income test.
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Interest. The term “interest,” as defined for purposes of both gross income tests, generally excludes any
amount that is based in whole or in part on the income or profits of any person; however, it generally includes the
following: (i) an amount that is received or accrued based on a fixed percentage or percentages of receipts or
sales, and (ii) an amount that is based on the income or profits of a debtor, as long as the debtor derives
substantially all of its income from the real property securing the debt by leasing substantially all of its interest in
the property, and only to the extent that the amounts received by the debtor would be qualifying “rents from real
property” if received directly by a REIT.

Interest on debt secured by mortgages on real property or on interests in real property (including, for this
purpose, prepayment penalties, loan assumption fees and late payment charges that are not compensation for
services) generally is qualifying income for purposes of the 75% gross income test. However, if the highest
principal amount of a loan outstanding during a taxable year exceeds the fair market value of the real property
securing the loan as of the date we agreed to originate or acquire the loan, a portion of the interest income from
such loan will not be qualifying income for purposes of the 75% gross income test but will be qualifying income
for purposes of the 95% gross income test. The portion of the interest income that will not be qualifying income
for purposes of the 75% gross income test will be equal to the portion of the principal amount of the loan that is
not secured by real property—that is, the amount by which the loan exceeds the value of the real estate that is
security for the loan.

We expect that the CMBS and RMBS in which we invest generally will be treated either as interests in a
grantor trust or as interests in a REMIC for U.S. federal income tax purposes and that all interest income from
such CMBS and RMBS will be qualifying income for the 95% gross income test. In the case of CMBS and
RMBS treated as interests in grantor trusts, we would be treated as owning an undivided beneficial ownership
interest in the mortgage loans held by the grantor trust. The interest on such mortgage loans would be qualifying
income for purposes of the 75% gross income test to the extent that the obligation is secured by real property, as
discussed above. In the case of CMBS and RMBS treated as interests in a REMIC, income derived from REMIC
interests will generally be treated as qualifying income for purposes of the 75% and 95% gross income tests. If
less than 95% of the assets of the REMIC are real estate assets, however, then only a proportionate part of our
interest in the REMIC and income derived from the interest will qualify for purposes of the 75% gross income
test. In addition, some REMIC securitizations include imbedded interest swap or cap contracts or other derivative
instruments that potentially could produce nonqualifying income for the holder of the related REMIC securities.

Interest, original issue discount and market discount income that we receive or accrue from mortgage-
related assets generally will be qualifying income for purposes of both gross income tests.

Hedging Transactions. We and our subsidiaries may enter into hedging transactions with respect to one or
more of our assets or liabilities. Hedging transactions could take a variety of forms, including interest rate swap
agreements, interest rate cap agreements, options, futures contracts, forward rate agreements or similar financial
instruments. Except to the extent provided by Treasury regulations, any income from a hedging transaction we
enter into (i) in the normal course of our business primarily to manage risk of interest rate or price changes or
currency fluctuations with respect to borrowings made or to be made, or ordinary obligations incurred or to be
incurred, to acquire or carry real estate assets, which is clearly identified as a hedge along with the risk that it
hedges within prescribed time periods specified in Treasury regulations, (ii) primarily to manage risk of currency
fluctuations with respect to any item of income or gain that would be qualifying income under the 75% or 95%
income tests which is clearly identified as a hedge along with the risk that it hedges within prescribed time
periods, or (iii) in connection with the effective termination of certain hedging transactions described above will
be excluded from gross income for purposes of both the 75% or 95% gross income tests. To the extent that we
enter into other types of hedging transactions, the income from those transactions is likely to be treated as
nonqualifying income for purposes of both of the 75% and 95% gross income tests. Moreover, to the extent that a
position in a hedging transaction has positive value at any particular point in time, it may be treated as an asset
that does not qualify for purposes of the asset tests described below. We intend to structure any hedging
transactions in a manner that does not jeopardize our qualification as a REIT. No assurance can be given,
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however, that our hedging activities will not give rise to income or assets that do not qualify for purposes of the
REIT tests, or that our hedging will not adversely affect our ability to satisfy the REIT qualification
requirements.

We may conduct some or all of our hedging activities through a taxable REIT subsidiary or other corporate
entity, the income of which may be subject to U.S. federal income tax, rather than by participating in the
arrangements directly or through pass-through subsidiaries.

Fee Income. Any fee income that we earn will generally not be qualifying income for purposes of either
gross income test. Any fees earned by a taxable REIT subsidiary will not be included for purposes of the gross
income tests.

Rents from Real Property. Rents we receive will qualify as “rents from real property” in satisfying the gross
income requirements for a REIT described above only if several conditions described below are met. These
conditions relate to the identity of the tenant, the computation of the rent payable, and the nature of the property
leased and any services provided in connection with the property. First, the amount of rent must not be based in
whole or in part on the income or profits of any person. However, an amount received or accrued generally will
not be excluded from rents from real property solely by reason of being based on a fixed percentage or
percentages of receipts or sales. Second, rents we receive from a “related party tenant” will not qualify as rents
from real property in satisfying the gross income tests unless the tenant is a taxable REIT subsidiary, at least 90%
of the property is leased to unrelated tenants, the rent paid by the taxable REIT subsidiary is substantially
comparable to the rent paid by the unrelated tenants for comparable space and the rent is not attributable to an
increase in rent due to a modification of a lease with a “controlled taxable REIT subsidiary” (i.e., a taxable REIT
subsidiary in which we own directly or indirectly more than 50% of the voting power or value of the stock). A
tenant is a related party tenant if the REIT, or an actual or constructive owner of 10% or more of the REIT,
actually or constructively owns 10% or more of the tenant. Whether rents paid by a taxable REIT subsidiary are
substantially comparable to rents paid by other tenants is determined at the time the lease with the taxable REIT
subsidiary is entered into, extended, or modified, if such modification increases the rents due under such lease.
Third, if rent attributable to personal property leased in connection with a lease of real property is greater than
15% of the total rent received under the lease, then the portion of rent attributable to the personal property will
not qualify as rents from real property. Finally, for rents to qualify as “rents from real property” for purposes of
the gross income tests, we are only allowed to provide services that are both usually or “customarily rendered” in
connection with the rental of real property and not otherwise considered “rendered to the occupant” of the
property. Examples of these permitted services include the provision of light, heat, or other utilities, trash
removal and general maintenance of common areas. We may, however, render services to our tenants through an
“independent contractor” who is adequately compensated and from whom we do not derive revenue if certain
requirements are satisfied. We may also own an interest in a taxable REIT subsidiary which provides
non-customary services to tenants without tainting our rental income from the related properties.

Even if a REIT furnishes or renders services that are non-customary with respect to a property, if the greater
of (i) the amounts received or accrued, directly or indirectly, or deemed received by the REIT with respect to
such services, or (ii) 150% of our direct cost in furnishing or rendering the services during a taxable year is not
more than 1% of all amounts received or accrued, directly or indirectly, by the REIT with respect to the property
during the same taxable year, then only the amounts with respect to such non-customary services are not treated
as rent for purposes of the REIT gross income tests.

We intend to cause any services that are not usually or “customarily rendered,” or that are for the benefit of
a particular tenant in connection with the rental of real property, to be provided through a taxable REIT
subsidiary or through an “independent contractor” who is adequately compensated and from which we do not
derive revenue, and which meets certain other requirements. However, no assurance can be given that the IRS
will concur with our determination as to whether a particular service is usual or customary, or otherwise in this
regard.
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Prohibited Transactions Tax. A REIT will incur a 100% tax on the net income derived from any sale or
other disposition of property, other than foreclosure property, that the REIT holds primarily for sale to customers
in the ordinary course of a trade or business. Whether a REIT holds an asset primarily for sale to customers in the
ordinary course of a trade or business depends, however, on the facts and circumstances in effect from time to
time, including those related to a particular asset. Nevertheless, we intend to conduct our operations so that no
asset that we own (or are treated as owning) will be treated as, or as having been, held for sale to customers, and
that a sale of any such asset will not be treated as having been in the ordinary course of our business. We cannot
assure you that we will comply with certain safe harbor provisions or that we will avoid owning property that
may be characterized as property that we hold primarily for sale to customers in the ordinary course of a trade or
business. The 100% tax will not apply to gains from the sale of property that is held through a taxable REIT
subsidiary or other taxable corporation, although such income will be subject to tax in the hands of such
corporation at regular corporate income tax rates. We intend to structure our activities to avoid prohibited
transaction characterization.

Foreclosure Property. Foreclosure property is any real property, including interests in real property, and any
personal property incident to such real property:

» that is acquired by a REIT as the result of the REIT having bid on such property at foreclosure, or
having otherwise reduced such property to ownership or possession by agreement or process of law,
after there was a default or default was imminent on a lease of such property or on indebtedness that
such property secured;

o for which the related loan was acquired by the REIT at a time when the default was not imminent or
anticipated; and

o for which the REIT makes a proper election to treat the property as foreclosure property.

However, a REIT will not be considered to have foreclosed on a property where the REIT takes control of
the property as a mortgagee-in-possession and cannot receive any profit or sustain any loss except as a creditor of
the mortgagor.

Property generally ceases to be foreclosure property at the end of the third taxable year following the
taxable year in which the REIT acquired the property, or longer if an extension is granted by the Secretary of the
Treasury. This grace period terminates and foreclosure property ceases to be foreclosure property on the first
day:

* on which a lease is entered into for the property that, by its terms, will give rise to income that does not
qualify for purposes of the 75% gross income test, or any amount is received or accrued, directly or
indirectly, pursuant to a lease entered into on or after such day that will give rise to income that does
not qualify for purposes of the 75% gross income test;

* on which any construction takes place on the property, other than completion of a building or any other
improvement, if more than 10% of the construction was completed before default became imminent; or

* which is more than 90 days after the day on which the REIT acquired the property and the property is
used in a trade or business that is conducted by the REIT, other than through an independent contractor
from whom the REIT itself does not derive or receive any income.

We will be subject to tax at the maximum corporate rate on any income from foreclosure property, including
gain from the disposition of the foreclosure property, other than income that otherwise would be qualifying
income for purposes of the 75% gross income test, less expenses directly connected with the production of that
income. However, net income from foreclosure property, including gain from the sale of foreclosure property
held for sale in the ordinary course of a trade or business, will qualify for purposes of the 75% and 95% gross
income tests. Any gain from the sale of property for which a foreclosure property election has been made will not
be subject to the 100% tax on gains from prohibited transactions described above, even if the property would
otherwise constitute inventory or dealer property.
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Phantom Income. Due to the nature of the assets in which we will invest, we may be required to recognize
taxable income from certain assets in advance of our receipt of cash flow from or proceeds from disposition of
such assets, and may be required to report taxable income that exceeds the economic income ultimately realized
on such assets.

We may acquire debt instruments in the secondary market for less than their face amount. The amount of
such discount generally will be treated as “market discount” for U.S. federal income tax purposes. Accrued
market discount is reported as income when, and to the extent that, any payment of principal of the debt
instrument is made, unless we elect to include accrued market discount in income as it accrues. Principal
payments on certain debt instruments may be made monthly, and consequently accrued market discount may
have to be included in income each month as if the debt instrument were assured of ultimately being collected in
full. If we collect less on the debt instrument than our purchase price plus the market discount we had previously
reported as income, we may not be able to benefit from any offsetting loss deductions.

The terms of the debt instruments that we hold may be modified under certain circumstances. These
modifications may be considered “significant modifications” for U.S. federal income tax purposes that give rise
to a deemed debt-for-debt exchange upon which we may recognize taxable income or gain without a
corresponding receipt of cash.

Some of the debt securities that we acquire may have been issued with original issue discount. In general,
we will be required to accrue non-de minimis original issue discount based on the constant yield to maturity of
such debt securities, and to treat it as taxable income in accordance with applicable U.S. federal income tax rules
even though such yield may exceed cash payments, if any, received on such debt instrument.

In addition, in the event that any debt instruments or debt securities acquired by us are delinquent as to
mandatory principal and interest payments, or in the event payments with respect to a particular debt instrument
are not made when due, we may nonetheless be required to continue to recognize the unpaid interest as taxable
income. Similarly, we may be required to accrue interest income with respect to subordinated mortgage-backed
securities at the stated rate regardless of whether corresponding cash payments are received.

Finally, we may be required under the terms of indebtedness that we incur to use cash received from interest
payments to make principal payments on that indebtedness, with the effect of recognizing income but not having
a corresponding amount of cash available for distribution to our stockholders.

As a result of each of these potential timing differences between income recognition or expense deduction
and cash receipts or disbursements, there is a risk that we may have taxable income in excess of cash available
for distribution. In that event, we may need to borrow funds or take other action to satisfy the REIT distribution
requirements for the taxable year in which this “phantom income” is recognized. See “—Annual Distribution
Requirements Applicable to REITs.”

Asset Tests

At the close of each quarter of our taxable year, we must satisfy the following tests relating to the nature of
our assets:

* Atleast 75% of the value of our total assets must be represented by the following:
* interests in real property, including leaseholds and options to acquire real property and leaseholds;
* interests in mortgages on real property;
* stock in other REITs and debt instruments issued by publicly offered REITs;

» cash and cash items (including certain receivables);
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* government securities;

* investments in stock or debt instruments attributable to the temporary investment of new capital
during the one-year period following our receipt of new capital that we raise through equity
offerings or public offerings of debt obligations with at least a five-year term; and

» regular or residual interests in a REMIC. However, if less than 95% of the assets of a REMIC
consists of assets that are qualifying real estate-related assets under U.S. federal income tax laws,
determined as if we held such assets directly, we will be treated as holding directly our
proportionate share of the assets of such REMIC.

*  Not more than 25% of our total assets may be represented by securities, other than those in the 75%
asset class described above.

» Except for securities in taxable REIT subsidiaries and the securities in the 75% asset class described in
the first bullet point above, the value of any one issuer’s securities owned by us may not exceed 5% of
the value of our total assets.

» Except for securities in taxable REIT subsidiaries and the securities in the 75% asset class described in
the first bullet point above, we may not own more than 10% of any one issuer’s outstanding voting
securities.

» Except for securities of taxable REIT subsidiaries and the securities in the 75% asset class described in
the first bullet point above, we may not own more than 10% of the total value of the outstanding
securities of any one issuer, other than securities that qualify for the “straight debt” exception or other
exceptions discussed below.

*  Not more than 25% of the value of our total assets may be represented by the securities of one or more
taxable REIT subsidiaries.

*  Not more than 25% of the value of our total assets may be represented by nonqualified publicly offered
REIT debt instruments.

Notwithstanding the general rule, as noted above, that for purposes of the REIT income and asset tests we
are treated as owning our proportionate share of the underlying assets of a subsidiary partnership, if we hold
indebtedness issued by a partnership, the indebtedness will be subject to, and may cause a violation of, the asset
tests unless the indebtedness is a qualifying mortgage asset or other conditions are met. Similarly, although stock
of another REIT is a qualifying asset for purposes of the REIT asset tests, any non-mortgage debt that is issued
by another REIT may not so qualify (although such debt will not be treated as “securities” for purposes of the
10% value test, as explained below).

Securities, for purposes of the asset tests, may include debt we hold from other issuers. However, debt we
hold in an issuer that does not qualify for purposes of the 75% asset test will not be taken into account for
purposes of the 10% value test if the debt securities meet the straight debt safe harbor. Subject to certain
exceptions, debt will meet the “straight debt” safe harbor if the debt is a written unconditional promise to pay on
demand or on a specified date a sum certain in 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 of any
person, the borrower’s discretion or similar factors. In the case of an issuer that is a corporation or a partnership,
securities that otherwise would be considered straight debt will not be so considered if we, and any of our
“controlled taxable REIT subsidiaries” as defined in the Code, hold any securities of the corporate or partnership
issuer that (a) are not straight debt or other excluded securities (prior to the application of this rule), and (b) have
an aggregate value greater than 1% of the issuer’s outstanding securities (including, in the case of a partnership
issuer, our interest as a partner in the partnership).

In addition to straight debt, the Code provides that certain other securities will not violate the 10% asset test.
Such securities include (i) any loan made to an individual or an estate, (ii) certain rental agreements pursuant to
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which one or more payments are to be made in subsequent years (other than agreements between a REIT and
certain persons related to the REIT under attribution rules), (iii) any obligation to pay rents from real property,
(iv) securities issued by governmental entities that are not dependent in whole or in part on the profits of (or
payments made by) a non-governmental entity, (v) any security (including debt securities) issued by another
REIT and (vi) any debt instrument issued by a partnership if the partnership’s income is of such a nature that the
partnership would satisfy the 75% gross income test described above under “—Income Tests.” In applying the
10% asset test, a debt security issued by a partnership (other than straight debt or any other excluded security) is
not taken into account to the extent, if any, of the REIT’s proportionate interest as a partner in that partnership.

Any stock that we hold or acquire in other REITs will be a qualifying asset for purposes of the 75% asset
test. However, if a REIT in which we own stock fails to qualify as a REIT in any year, the stock in such REIT
will not be a qualifying asset for purposes of the 75% asset test. Instead, we would be subject to the second, third,
fourth, and fifth asset tests described above with respect to our investment in such a disqualified REIT. We will
also be subject to those assets tests with respect to our investments in any non-REIT C corporations for which we
do not make a taxable REIT subsidiary election.

We will monitor the status of our assets for purposes of the various asset tests and will seek to manage our
portfolio to comply at all times with such tests. There can be no assurances, however, that we will be successful
in this effort. Independent appraisals may not have been obtained to support our conclusions as to the value of
our total assets or the value of any particular security or securities. Moreover, the values of some assets may not
be susceptible to a precise determination, and values are subject to change in the future. Furthermore, the proper
classification of an instrument as debt or equity for U.S. federal income tax purposes may be uncertain in some
circumstances, which could affect the application of the REIT asset requirements. Accordingly, there can be no
assurance that the IRS will not contend that our interests in our subsidiaries or in the securities of other issuers
will not cause a violation of the REIT asset tests.

However, certain relief provisions are available to allow REITs to satisfy the asset requirements or to
maintain REIT qualification notwithstanding certain violations of the asset and other requirements. For example,
if we failed to satisfy the asset tests at the end of a calendar quarter, such a failure would not cause us to lose our
REIT qualification if (i) we satisfied the asset tests at the close of the preceding calendar quarter and (ii) the
discrepancy between the value of our assets and the asset requirements was not wholly or partly caused by an
acquisition of nonqualifying assets, but instead arose from changes in the relative market values of our assets. If
the condition described in (ii) were not satisfied, we could nevertheless avoid disqualification by eliminating any
discrepancy within 30 days after the close of the calendar quarter in which it arose or by making use of the relief
provisions described above.

In the case of de minimis violations of the 10% and 5% asset tests, a REIT may maintain its qualification
despite a violation of such requirements if (i) the value of the assets causing the violation does not exceed the
lesser of 1% of the REIT’s total assets and $10,000,000 and (ii) the REIT either disposes of the assets causing the
failure within six months after the last day of the quarter in which it identifies the failure, or the relevant tests are
otherwise satisfied within that time frame.

Even if we did not qualify for the foregoing relief provisions, one additional provision allows a REIT which
fails one or more of the asset requirements for a particular tax quarter to nevertheless maintain its REIT
qualification if (i) the REIT provides the IRS with a description of each asset causing the failure, (ii) the failure is
due to reasonable cause and not willful neglect, (iii) the REIT pays a tax equal to the greater of (a) $50,000 per
failure and (b) the product of the net income generated by the assets that caused the failure multiplied by the
highest applicable corporate tax rate and (iv) the REIT either disposes of the assets causing the failure within six
months after the last day of the quarter in which it identifies the failure, or otherwise satisfies the relevant asset
tests within that time frame.
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Annual Distribution Requirements Applicable to REITs

To qualify for taxation as a REIT, we generally must distribute dividends (other than capital gain dividends)
to our stockholders in an amount at least equal to:

e the sum of (i) 90% of our REIT taxable income, computed without regard to the dividends paid
deduction and our net capital gain and (ii) 90% of our net income after tax, if any, from foreclosure
property; minus

» the excess of the sum of specified items of non-cash income (including original issue discount on our
mortgage loans) over 5% of our REIT taxable income, computed without regard to the dividends paid
deduction and our net capital gain.

Distributions generally must be made during the taxable year to which they relate. Distributions may be
made in the following year in two circumstances. First, if we declare a dividend in October, November or
December of any year with a record date in one of these months and pay the dividend on or before January 31 of
the following year, we will be treated as having paid the dividend on December 31 of the year in which the
dividend was declared. Second, distributions may be made in the following year if the dividends are declared
before we timely file our tax return for the year and if made before the first regular dividend payment made after
such declaration. These distributions are taxable to our stockholders in the year in which paid, even though the
distributions relate to our prior taxable year for purposes of the 90% distribution requirement. To the extent that
we do not distribute all of our net capital gain or we distribute at least 90%, but less than 100% of our REIT
taxable income, as adjusted, we will be subject to tax on the undistributed amount at regular corporate tax rates.

To the extent that in the future we may have available net operating losses carried forward from prior tax
years, such losses may reduce the amount of distributions that we must make in order to comply with the REIT
distribution requirements. Such losses, however, will generally not affect the tax treatment to our stockholders of
any distributions that are actually made.

If we fail to distribute during a calendar year (or, in the case of distributions with declaration and record
dates falling in the last three months of the calendar year, by the end of January following such calendar year) at
least the sum of (i) 85% of our ordinary income for such year, (ii) 95% of our capital gain net income for such
year and (iii) any undistributed taxable income from prior years, we will be subject to a 4% excise tax on the
excess of such required distribution over the sum of (x) the amounts actually distributed (taking into account
excess distributions from prior years) and (y) the amounts of income retained on which we have paid corporate
income tax.

Although several types of non-cash income are excluded in determining the annual distribution requirement,
we will incur corporate income tax and the 4% nondeductible excise tax with respect to those non-cash income
items if we do not distribute those items on a current basis. As a result of the foregoing, we may not have
sufficient cash to distribute all of our taxable income and thereby avoid corporate income tax and the excise tax
imposed on certain undistributed income. In such a situation, we may need to borrow funds or issue additional
stock.

We may elect to retain rather than distribute all or a portion of our net capital gains and pay the tax on the
gains. In that case, we may elect to have our stockholders include their proportionate share of the undistributed
net capital gains in income as long-term capital gains and receive a credit for their share of the tax paid by us.
Our stockholders would then increase the adjusted basis of their stock by the difference between (i) the amounts
of capital gain dividends that we designated and that they include in their taxable income, minus (ii) the tax that
we paid on their behalf with respect to that income. For purposes of the 4% excise tax described above, any
retained amounts for which we elect this treatment would be treated as having been distributed.

We intend to make timely distributions sufficient to satisfy the distribution requirements. However, it is
possible that, from time to time, we may not have sufficient cash or other liquid assets to meet the distribution
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requirements due to timing differences between the actual receipt of income and actual payment of deductible
expenses, and the inclusion of items of income and deduction of expenses by us for U.S. federal income tax
purposes. In addition, we may decide to retain our cash, rather than distribute it, in order to repay debt, acquire
assets or for other reasons. In the event that such timing differences occur, and in other circumstances, it may be
necessary in order to satisfy the distribution requirements to arrange for short-term, or possibly long-term,
borrowings, or to pay the dividends in the form of other property (including, for example, shares of our own
stock).

If our taxable income for a particular year is subsequently determined to have been understated, under some
circumstances we may be able to rectify a failure to meet the distribution requirement for a year by paying
deficiency dividends to stockholders in a later year, which may be included in our deduction for dividends paid
for the earlier year. Thus, we may be able to avoid being taxed on amounts distributed as deficiency dividends.
However, we will be required to pay interest based upon the amount of any deduction taken for deficiency
dividends.

Like-Kind Exchanges

We may dispose of properties in transactions intended to qualify as like-kind exchanges under the Code.
Such like-kind exchanges are intended to result in the deferral of gain for U.S. federal income tax purposes. The
failure of any such transaction to qualify as a like-kind exchange could require us to pay U.S. federal income tax,
possibly including the 100% prohibited transaction tax, depending on the facts and circumstances surrounding
the particular transaction.

Penalty Tax

Any redetermined rents, redetermined deductions, excess interest or redetermined taxable REIT subsidiary
service income we generate will be subject to a 100% penalty tax. In general, redetermined rents are rents from
real property that are overstated as a result of any services furnished to any of our tenants by a taxable REIT
subsidiary, and redetermined deductions and excess interest represent any amounts that are deducted by a taxable
REIT subsidiary for amounts paid to us that are in excess of the amounts that would have been deducted based on
arm’s length negotiations. Rents that we receive will not constitute redetermined rents if they qualify for certain
safe harbor provisions contained in the Code. Redetermined taxable REIT subsidiary service income is income
earned by a taxable REIT subsidiary that is attributable to services provided to us, or on our behalf to any of our
tenants, that is less than the amounts that would have been charged based upon arms’ length negotiations.

Record Keeping Requirements

We are required to comply with applicable record keeping requirements. Failure to comply could result in
monetary fines. For example, we must request on an annual basis information from our stockholders designed to
disclose the actual ownership of our outstanding Common Stock.

Failure to Qualify

If we fail to satisfy one or more requirements of REIT qualification, other than the income tests or asset
requirements, then we may still retain REIT qualification if the failure is due to reasonable cause and not willful
neglect, and we pay a penalty of $50,000 for each failure.

If we fail to qualify for taxation as a REIT in any taxable year and the relief provisions do not apply, we will
be subject to tax on our taxable income as a corporation. This would significantly reduce both our cash available
for distribution to our stockholders and our earnings. If we fail to qualify as a REIT, we will not be required to
make any distributions to stockholders and any distributions that are made will not be deductible by us.
Moreover, all distributions to stockholders would be taxable as dividends to the extent of our current and
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accumulated earnings and profits, whether or not attributable to capital gains of ours. Furthermore, subject to
certain limitations in the Code, corporate distributees may be eligible for the dividends received deduction with
respect to those distributions, and individual, trust and estate distributees may be eligible for reduced U.S. federal
income tax rates on such dividends. Unless we are entitled to relief under specific statutory provisions, we also
will be disqualified from taxation as a REIT for the four taxable years following the year during which
qualification was lost.

Tax Aspects of Our Operating Partnership and any Subsidiary Partnerships

General. All or substantially all of our property investments will be held through our operating partnership,
which may be treated as a partnership or a disregarded entity for U.S. federal income tax purposes. In addition,
our operating partnership may hold certain investments indirectly through subsidiary partnerships and limited
liability companies which are treated as partnerships or disregarded entities for U.S. federal income tax purposes.
In general, entities that are treated as partnerships or disregarded entities for U.S. federal income tax purposes are
“pass-through” entities which are not required to pay U.S. federal income tax. Rather, partners or members of
such entities are allocated their shares of the items of income, gain, loss, deduction and credit of the partnership
or limited liability company, and are potentially required to pay tax on this income, without regard to whether
they receive a distribution from the partnership or limited liability company. A partner in such entities that is a
REIT will include in its income its share of these partnership and limited liability company items for purposes of
the various gross income tests, the computation of its REIT taxable income, and the REIT distribution
requirements. Pursuant to these rules, for purposes of the asset tests, we will include our pro rata share of assets
held by our operating partnership, including our share of its subsidiary partnerships and limited liability
companies, based on its capital interest in each such entity.

Entity Classification. Our interests in our operating partnership and the subsidiary partnerships and limited
liability companies involve special tax considerations, including the possibility that the IRS might challenge the
status of these entities as partnerships (or disregarded entities), as opposed to associations taxable as corporations
for U.S. federal income tax purposes. For example, an entity that would otherwise be classified as a partnership
for U.S. federal income tax purposes may nonetheless be taxable as a corporation if it is a “publicly traded
partnership” and certain other requirements are met. A partnership or limited liability company would be treated
as a publicly traded partnership if its interests are traded on an established securities market or are readily
tradable on a secondary market or a substantial equivalent thereof, within the meaning of applicable Treasury
regulations. If our operating partnership or a subsidiary partnership or limited liability company were treated as
an association rather than as a partnership, it would be taxable as a corporation and would be required to pay an
entity-level tax on its income. In this situation, the character of our assets and items of gross income would
change and could prevent us from qualifying as a REIT. See “—Fuailure to Qualify” for a discussion of the
effects of our failure to meet the REIT asset and income tests. In addition, a change in the tax status of our
operating partnership, a subsidiary partnership or limited liability company might be treated as a taxable event. If
so, we might incur a tax liability without any related cash distributions. We do not anticipate that our operating
partnership or any subsidiary partnership or limited liability company will be treated as a publicly traded
partnership which is taxable as a corporation.

U.S. federal income tax audits of partnerships, such as our operating partnership or any subsidiary
partnerships or limited liability companies treated as partnerships for U.S. federal income tax purposes are
conducted at the entity level, and unless such entity qualifies for and affirmatively elects an alternative
procedure, any adjustments to the amount of tax due (including interest and penalties) will be payable by the
entity itself. Under an alternative procedure, if elected, a partnership would issue information returns to persons
who were partners in the audited year, who would then be required to take such adjustments into account in
calculating their own tax liability, and the partnership would not be liable for the adjustments. If any of the
operating partnership or our subsidiary partnerships or limited liability companies is able to and in fact elects the
alternative procedure for a given adjustment, the amount of taxes for which such persons will be liable will be
increased by any applicable penalties and a special interest charge. There can be no assurance that any such
entities will make such an election for any given adjustment.
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Allocations of Income, Gain, Loss and Deduction. A partnership agreement (or, in the case of a limited
liability company treated as a partnership for U.S. federal income tax purposes, the limited liability company
agreement) will generally determine the allocation of partnership income and loss among partners. Generally,
Section 704(b) of the Code and the Treasury regulations thereunder require that partnership allocations respect
the economic arrangement of the partners. If an allocation of partnership income or loss does not comply with the
requirements of Section 704(b) of the Code and the Treasury regulations thereunder, the item subject to the
allocation will be reallocated in accordance with the partners’ interests in the partnership. This reallocation will
be determined by taking into account all of the facts and circumstances relating to the economic arrangement of
the partners with respect to such item. Our operating partnership’s allocations of taxable income and loss are
intended to comply with the requirements of Section 704(b) of the Code and the Treasury regulations thereunder.

Tax Allocations with Respect to the Properties. Under Section 704(c) of the Code, income, gain, loss and
deduction attributable to appreciated or depreciated property that is contributed to a partnership (including a
limited liability company treated as a partnership for U.S. federal income tax purposes) in exchange for an
interest in the partnership must be allocated in a manner so that the contributing partner is charged with the
unrealized gain, or benefits from the unrealized loss, associated with the property at the time of the contribution,
as adjusted from time to time. The amount of the unrealized gain or unrealized loss generally is equal to the
difference between the fair market value or book value and the adjusted tax basis of the contributed property at
the time of contribution (this difference is referred to as a book-tax difference), as adjusted from time to time.
These allocations are solely for U.S. federal income tax purposes and do not affect the book capital accounts or
other economic or legal arrangements among the partners.

Appreciated property may be contributed to our operating partnership in exchange for operating partnership
units in connection with future acquisitions. The partnership agreement requires that allocations be made in a
manner consistent with Section 704(c) of the Code. Treasury regulations issued under Section 704(c) of the Code
provide partnerships with a choice of several methods of accounting for book-tax differences. Any book-tax
differences will be accounted for using any method approved under Section 704(c) of the Code and the
applicable Treasury regulations as chosen by the general partner under the partnership agreement. Any property
acquired by our operating partnership in a taxable transaction will initially have a tax basis equal to its fair
market value, and Section 704(c) of the Code will not apply.

Taxation of U.S. Holders of Our Common Stock

U.S. Holder. As used in the remainder of this discussion, the term “U.S. holder” means a beneficial owner
of our Common Stock that is for U.S. federal income tax purposes:

e acitizen or resident of the United States;

* acorporation (or an entity treated as a corporation for U.S. federal income tax purposes) created or
organized in or under the laws of the United States, any State thereof or the District of Columbia;

* an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

o atrust if it (i) is subject to the primary supervision of a court within the United States and one or more
U.S. persons have the authority to control all substantial decisions of the trust or (ii) has a valid election
in effect under applicable Treasury regulations to be treated as a U.S. person.

If a partnership (or an entity treated as a partnership for U.S. federal income tax purposes) holds our
Common Stock, the tax treatment of a partner will generally depend upon the status of the partner and the
activities of the partnership. If you are a partner of a partnership holding Common Stock, you should consult
your advisors. A “non-U.S. holder” is a beneficial owner of our Common Stock that is neither a U.S. holder nor a
partnership (or an entity treated as a partnership for U.S. federal income tax purposes).

Distributions Generally. As long as we qualify as a REIT, distributions made by us to our taxable U.S.
holders out of our current or accumulated earnings and profits that are not designated as capital gain dividends or
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“qualified dividend income” will be taken into account by them as ordinary income taxable at ordinary income
tax rates and will not qualify for the reduced capital gains rates that currently generally apply to distributions by
non-REIT C corporations to certain non-corporate U.S. holders. In determining the extent to which a distribution
constitutes a dividend for tax purposes, our earnings and profits will be allocated first to distributions with
respect to our preferred stock, if any, and then to our Common Stock. Corporate stockholders will not be eligible
for the dividends received deduction with respect to these distributions. U.S. holders that are individuals, trusts
and estates generally may deduct 20% of “qualified REIT dividends” (i.e., REIT dividends other than capital gain
dividends and portions of REIT dividends designated as qualified dividend income eligible for capital gain tax
rates). The overall deduction is limited to 20% of the sum of the taxpayer’s taxable income (less net capital gain)
and certain cooperative dividends, subject to further limitations based on taxable income. The deduction, if
allowed in full, equates to a maximum effective U.S. federal income tax rate on ordinary REIT dividends of
29.6%.

Distributions in excess of both current and accumulated earnings and profits will not be taxable to a U.S.
holder to the extent that the distributions do not exceed the adjusted basis of the holder’s stock. Rather, such
distributions will reduce the adjusted basis of the stock. To the extent that distributions exceed the adjusted basis
of a U.S. holder’s stock, the U.S. holder generally must include such distributions in income as long-term capital
gain if the shares have been held for more than one year, or short-term capital gain if the shares have been held
for one year or less.

Distributions will generally be taxable, if at all, in the year of the distribution. However, if we declare a
dividend in October, November or December of any year with a record date in one of these months and pay the
dividend on or before January 31 of the following year, we will be treated as having paid the dividend, and the
stockholder will be treated as having received the dividend, on December 31 of the year in which the dividend
was declared.

We will be treated as having sufficient earnings and profits to treat as a dividend any distribution we pay up
to the amount required to be distributed in order to avoid imposition of the 4% excise tax discussed above.
Moreover, any “deficiency dividend” will be treated as an ordinary or capital gain dividend, as the case may be,
regardless of our earnings and profits. As a result, U.S. holders may be required to treat certain distributions that
would otherwise result in a tax-free return of capital as taxable dividends.

Capital Gain Dividends. We may elect to designate distributions of our net capital gain as “capital gain
dividends” to the extent that such distributions do not exceed our actual net capital gain for the taxable year.
Capital gain dividends are taxed to U.S. holders of our stock as gain from the sale or exchange of a capital asset
held for more than one year. This tax treatment applies regardless of the period during which the stockholders
have held their stock. If we designate any portion of a dividend as a capital gain dividend, the amount that will be
taxable to the stockholder as capital gain will be indicated to U.S. holders on IRS Form 1099-DIV. Corporate
stockholders, however, may be required to treat up to 20% of capital gain dividends as ordinary income. Capital
gain dividends are not eligible for the dividends received deduction for corporations.

Instead of paying capital gain dividends, we may elect to require stockholders to include our undistributed
net capital gains in their income. If we make such an election, U.S. holders (i) will include in their income as
long-term capital gains their proportionate share of such undistributed capital gains and (ii) will be deemed to
have paid their proportionate share of the tax paid by us on such undistributed capital gains and thereby receive a
credit or refund to the extent that the tax paid by us exceeds the U.S. holder’s tax liability on the undistributed
capital gain. A U.S. holder of our stock will increase the basis in its stock by the difference between the amount
of capital gain included in its income and the amount of tax it is deemed to have paid. A U.S. holder that is a
corporation will appropriately adjust its earnings and profits for the retained capital gain in accordance with
Treasury regulations to be prescribed by the IRS. Our earnings and profits will be adjusted appropriately.
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We must classify portions of our designated capital gain dividend into the following categories:

* a20% gain distribution, which would be taxable to non-corporate U.S. holders of our stock at a federal
rate of up to 20%; or

» anunrecaptured Section 1250 gain distribution, which would be taxable to non-corporate U.S. holders
of our stock at a maximum rate of 25%.

We must determine the maximum amounts that we may designate as 20% and 25% capital gain dividends
by performing the computation required by the Code as if the REIT were an individual whose ordinary income
were subject to a marginal tax rate of at least 28%. The IRS currently requires that distributions made to different
classes of stock be comprised proportionately of dividends of a particular type.

Passive Activity Loss and Investment Interest Limitation. Distributions that we make and gains arising from
the disposition of our Common Stock by a U.S. holder will not be treated as passive activity income, and
therefore U.S. holders will not be able to apply any “passive activity losses” against such income. Dividends paid
by us, to the extent they do not constitute a return of capital, will generally be treated as investment income for
purposes of the investment income limitation on the deduction of the investment interest.

Qualified Dividend Income. Distributions that are treated as dividends may be taxed at capital gains rates,
rather than ordinary income rates, if they are distributed to an individual, trust or estate, are properly designated
by us as qualified dividend income and certain other requirements are satisfied. Dividends are eligible to be
designated by us as qualified dividend income up to an amount equal to the sum of the qualified dividend income
received by us during the year of the distribution from other C corporations such as taxable REIT subsidiaries,
our “undistributed” REIT taxable income from the immediately preceding year, and any income attributable to
the sale of a built-in gain asset from the immediately preceding year (reduced by any U.S. federal income taxes
that we paid with respect to such REIT taxable income and built-in gain).

Dividends that we receive will be treated as qualified dividend income to us if certain criteria are met. The
dividends must be received from a domestic corporation (other than a REIT or a regulated investment company)
or a qualifying foreign corporation. A foreign corporation generally will be a qualifying foreign corporation if it
is incorporated in a possession of the United States, the corporation is eligible for benefits of an income tax treaty
with the United States which the Secretary of Treasury determines is satisfactory, or the stock on which the
dividend is paid is readily tradable on an established securities market in the United States. However, if a foreign
corporation is a passive foreign investment company, then it will not be treated as a qualifying foreign
corporation, and the dividends we receive from such an entity would not constitute qualified dividend income.

Furthermore, certain exceptions and special rules apply to determine whether dividends may be treated as
qualified dividend income to us. These rules include certain holding requirements that we would have to satisfy
with respect to the stock on which the dividend is paid, and special rules with regard to dividends received from
regulated investment companies and other REITs.

In addition, even if we designate certain dividends as qualified dividend income to our stockholders, the
stockholder will have to meet certain other requirements for the dividend to qualify for taxation at capital gains
rates. For example, the stockholder will only be eligible to treat the dividend as qualifying dividend income if the
stockholder is taxed at individual rates and meets certain holding requirements. In general, in order to treat a
particular dividend as qualified dividend income, a stockholder will be required to hold our stock for more than
60 days during the 121-day period beginning on the date which is 60 days before the date on which the stock
becomes ex-dividend.

Other Tax Considerations. To the extent that we have available net operating losses and capital losses
carried forward from prior tax years, such losses may reduce the amount of distributions that we must make in

order to comply with the REIT distribution requirements. Such losses, however, are not passed through to
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stockholders and do not offset income of stockholders from other sources, nor would such losses affect the
character of any distributions that we make, which are generally subject to tax in the hands of stockholders to the
extent that we have current or accumulated earnings and profits.

Sales of Our Common Stock. Upon any taxable sale or other disposition of our Common Stock (except
pursuant to a repurchase by us, as described below), a U.S. holder of our Common Stock will recognize gain or
loss for U.S. federal income tax purposes in an amount equal to the difference between:

» the amount of cash and the fair market value of any property received on such disposition; and

» the U.S. holder’s adjusted basis in such Common Stock for tax purposes.

Gain or loss will be capital gain or loss if the Common Stock has been held by the U.S. holder as a capital
asset. The applicable tax rate will depend on the holder’s holding period in the asset (generally, if an asset has
been held for more than one year, it will produce long-term capital gain) and the holder’s tax bracket.

In general, any loss upon a sale or exchange of our Common Stock by a U.S. holder who has held such stock
for six months or less (after applying certain holding period rules) will be treated as a long-term capital loss, but
only to the extent of distributions from us received by such U.S. holder that are required to be treated by such
U.S. holder as long-term capital gains.

Repurchases of Our Common Stock. A repurchase of our Common Stock will be treated as a distribution in
exchange for the repurchased shares and taxed in the same manner as any other taxable sale or other disposition
of our Common Stock discussed above, provided that the repurchase satisfies one of the tests enabling the
repurchase to be treated as a sale or exchange. A repurchase will generally be treated as a sale or exchange if it
(1) results in a complete termination of the holder’s interest in our Common Stock, (ii) results in a substantially
disproportionate redemption with respect to the holder, or (iii) is not essentially equivalent to a dividend with
respect to the holder. In determining whether any of these tests has been met, Common Stock actually owned, as
well as Common Stock considered to be owned by the holder by reason of certain constructive ownership rules
set forth in Section 318 of the Code, generally must be taken into account. The sale of Common Stock pursuant
to a repurchase generally will result in a “substantially disproportionate” redemption with respect to a holder if
the percentage of our then outstanding voting stock owned by the holder immediately after the sale is less than
80% of the percentage of our voting stock owned by the holder determined immediately before the sale. The sale
of Common Stock pursuant to a repurchase generally will be treated as not “essentially equivalent to a dividend”
with respect to a holder if the reduction in the holder’s proportionate interest in our stock as a result of our
repurchase constitutes a “meaningful reduction” of such holder’s interest.

A repurchase that does not qualify as an exchange under such tests will constitute a dividend equivalent
repurchase that is treated as a taxable distribution and taxed in the same manner as regular distributions, as
described above under “—Distributions Generally.” In addition, although guidance is sparse, the IRS could take
the position that a holder who does not participate in any repurchase treated as a dividend should be treated as
receiving a constructive distribution of our Common Stock taxable as a dividend in the amount of their increased
percentage ownership of our Common Stock as a result of the repurchase, even though the holder did not actually
receive cash or other property as a result of the repurchase.

Medicare Tax. Certain U.S. holders, including individuals and estates and trusts, are subject to an additional
3.8% Medicare tax on all or a portion of their “net investment income,” which includes net gain from a sale or
exchange of Common Stock and income from dividends paid on Common Stock. U.S. holders are urged to
consult their own tax advisors regarding the Medicare tax.

Taxation of Non-U.S. Holders of Our Common Stock

The rules governing the U.S. federal income taxation of non-U.S. holders are complex. This section is only
a summary of such rules. We urge non-U.S. holders to consult their own tax advisors to determine the impact of
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federal, state and local income tax laws on ownership of the Common Stock, including any reporting
requirements.

Distributions. Distributions by us to a non-U.S. holder on our Common Stock that are neither attributable to
gain from sales or exchanges by us of “U.S. real property interests” nor designated by us as capital gains
dividends will be treated as dividends of ordinary income to the extent that they are made out of our current or
accumulated earnings and profits. These distributions generally will be subject to U.S. federal income tax on a
gross basis at a rate of 30%, or a lower rate as may be specified under an applicable income tax treaty, unless the
dividends are treated as effectively connected with the conduct by the non-U.S. holder of a trade or business
within the United States. Under some treaties, however, lower rates generally applicable to dividends do not
apply to dividends from REITs. Further, reduced treaty rates are not available to the extent the income allocated
to the non-U.S. holder is excess inclusion income. Dividends that are effectively connected with the non-U.S.
holder’s conduct of a trade or business within the United States (and, if required by an applicable income tax
treaty, are attributable to a U.S. permanent establishment) will be subject to tax on a net basis, that is, after
allowance for deductions, at graduated rates, in the same manner as U.S. holders are taxed with respect to these
dividends, and are generally not subject to withholding. Applicable certification and disclosure requirements
must be satisfied to be exempt from withholding under the effectively connected income exception. Any
dividends received by a corporate non-U.S. holder that is engaged in a trade or business within the United States
may also be subject to an additional branch profits tax at a 30% rate, or lower applicable treaty rate.

A non-U.S. holder of our Common Stock who wishes to claim the benefit of an applicable treaty rate and
avoid backup withholding, as discussed below, for our ordinary dividends will be required (i) to complete the
applicable IRS Form W-8 and certify under penalty of perjury that such holder is not a U.S. person as defined
under the Code and is eligible for treaty benefits or (ii) if our Common Stock is held through certain foreign
intermediaries, to satisfy the relevant certification requirements of applicable Treasury regulations. Special
certification and other requirements apply to certain non-U.S. holders that are pass-through entities rather than
corporations or individuals.

A non-U.S. holder of our Common Stock eligible for a reduced rate of U.S. withholding tax pursuant to an
income tax treaty may obtain a refund of any excess amounts withheld by timely filing an appropriate claim for
refund with the IRS.

Distributions that are neither attributable to gain from sales or exchanges of “U.S. real property interests”
nor designated as capital gains dividends and that are in excess of our current or accumulated earnings and profits
that do not exceed the adjusted basis of the non-U.S. holder in its Common Stock will reduce the non-U.S.
holder’s adjusted basis in its Common Stock and will not be subject to U.S. federal income tax. Distributions that
are neither attributable to gain from sales or exchanges of “U.S. real property interests” nor designated as capital
gains dividends and that are in excess of current and accumulated earnings and profits that do exceed the adjusted
basis of the non-U.S. holder in its Common Stock will be treated as gain from the sale of its stock, the tax
treatment of which is described below under “—Sales of Our Common Stock.” Because we generally cannot
determine at the time we make a distribution whether or not the distribution will exceed our current and
accumulated earnings and profits, we normally will withhold tax on the entire amount of any distribution at the
same rate as we would withhold on a dividend.

We would be required to withhold at least 15% of any distribution to a non-U.S. holder in excess of our
current and accumulated earnings and profits if our Common Stock constitutes a U.S. real property interest with
respect to such non-U.S. holder, as described below under “—Sales of Our Common Stock.” This withholding
would apply even if a lower treaty rate otherwise applies or the non-U.S. holder is not liable for tax on the receipt
of that distribution. However, a non-U.S. holder may seek a refund of these amounts from the IRS if the non-U.S.
holder’s U.S. tax liability with respect to the distribution is less than the amount withheld.
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Distributions to a non-U.S. holder that are designated by us at the time of the distribution as capital gain
dividends, other than those arising from the disposition of a U.S. real property interest, generally should not be
subject to U.S. federal income taxation unless:

* The investment in the Common Stock is effectively connected with the non-U.S. holder’s conduct of a
trade or business in the United States (and, if required by an applicable income tax treaty, is
attributable to a U.S. permanent establishment of the non-U.S. holder), in which case the non-U.S.
holder will generally be subject to the same treatment as U.S. holders with respect to any gain, except
that a holder that is a foreign corporation also may be subject to the 30% branch profits tax, as
discussed above; or

*  The non-U.S. holder is an individual who is present in the United States for 183 days or more during
the taxable year of the distribution and has a “tax home” in the United States, in which case the
individual will be subject to a 30% tax on the individual’s capital gains.

Under FIRPTA, distributions to a non-U.S. holder that are attributable to gain from sales or exchanges by us
of U.S. real property interests, whether or not designated as capital gain dividends, will cause the non-U.S. holder
to be treated as recognizing gain that is income effectively connected with the conduct of a trade or business in
the United States. Non-U.S. holders will be taxed on this gain at the same rates applicable to U.S. holders, subject
to a special alternative minimum tax in the case of nonresident alien individuals. Also, this gain may be subject
to a 30% (or lower applicable treaty rate) branch profits tax in the hands of a non-U.S. holder that is a
corporation. A distribution is not attributable to a U.S. real property interest if we held an interest in the
underlying asset solely as a creditor.

We will be required to withhold and remit to the IRS the highest rate of U.S. federal income tax applicable
to each non-U.S. holder, based on the status of such holder, of any distributions to non-U.S. holders that are
designated as capital gain dividends, or, if greater, the highest rate of U.S. federal income tax applicable to each
non-U.S. holder, based on the status of such holder, of a distribution that could have been designated as a capital
gain dividend, whether or not attributable to sales of U.S. real property interests. Distributions can be designated
as capital gain dividends to the extent of our net capital gain for the taxable year of the distribution. The amount
withheld, which for individual non-U.S. holders may exceed the actual tax liability, is creditable against the
non-U.S. holder’s U.S. federal income tax liability.

However, the above withholding tax will not apply to any capital gain dividend with respect to (i) any class
of our stock which is “regularly traded” on an established securities market located in the United States if the
non-U.S. holder did not own more than 10% of such class of stock at any time during the one-year period ending
on the date of such dividend or (ii) a “qualified shareholder” or a “withholding qualified holder”. Instead, any
capital gain dividend will be treated as a distribution subject to the rules discussed above under
“—Distributions.” Also, the branch profits tax would not apply to such a distribution. We expect to treat our
Common Stock as “regularly traded” on an established securities market for purposes of the preceding test.

Although the law is not clear on the matter, it appears that amounts we designate as undistributed capital
gains in respect of the stock held by U.S. holders generally should be treated with respect to non-U.S. holders in
the same manner as actual distributions by us of capital gain dividends. Under that approach, the non-U.S.
holders would be able to offset as a credit against their U.S. federal income tax liability resulting therefrom their
proportionate share of the tax paid by us on the undistributed capital gains, and to receive from the IRS a refund
to the extent that their proportionate share of this tax paid by us were to exceed their actual U.S. federal income
tax liability. If we were to designate a portion of our net capital gain as undistributed capital gain, a non-U.S.
holder is urged to consult its tax advisor regarding the taxation of such undistributed capital gain.
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Sales of Our Common Stock. Subject to the discussion below under “—Repurchases of Our Common
Stock,” gain recognized by a non-U.S. holder upon the sale or exchange of our stock generally would not be
subject to U.S. taxation unless:

» the investment in our Common Stock is effectively connected with the non-U.S. holder’s conduct of a
trade or business in the United States (and, if required by an applicable income tax treaty, is
attributable to a U.S. permanent establishment of the non-U.S. holder), in which case the non-U.S.
holder will be subject to the same treatment as domestic holders with respect to any gain;

» the non-U.S. holder is a nonresident alien individual who is present in the United States for 183 days or
more during the taxable year and has a tax home in the United States, in which case the nonresident
alien individual will be subject to a 30% tax on the individual’s net capital gains for the taxable year; or

* the non-U.S. holder is not a qualified shareholder or a withholding qualified holder (each as defined
below) and our Common Stock constitutes a U.S. real property interest within the meaning of FIRPTA,
as described below.

We anticipate that our Common Stock will constitute a U.S. real property interest within the meaning of
FIRPTA unless we are a domestically-controlled REIT (or our Common Stock is “regularly traded” on an
established securities market as described below). We will be a domestically-controlled REIT if, at all times
during a specified testing period, less than 50% in value of our stock is held directly or indirectly by non-U.S.
holders. No assurance can be given, however, that we are or will be a domestically-controlled REIT.

Even if we were not a domestically-controlled REIT, a sale of Common Stock by a non-U.S. holder would
nevertheless not be subject to taxation under FIRPTA as a sale of a U.S. real property interest if:

* our Common Stock were “regularly traded” on an established securities market within the meaning of
applicable Treasury regulations; and

* the non-U.S. holder did not actually, or constructively under specified attribution rules under the Code,
own more than 10% of our Common Stock at any time during the shorter of the five-year period
preceding the disposition or the holder’s holding period.

We expect to treat our Common Stock as “regularly traded” on an established securities market, under the
applicable Treasury Regulations. If gain on the sale or exchange of our Common Stock were subject to taxation
under FIRPTA, the non-U.S. holder would be subject to regular U.S. income tax with respect to any gain in the
same manner as a taxable U.S. holder, subject to any applicable alternative minimum tax and special alternative
minimum tax in the case of nonresident alien individuals. In such a case, under FIRPTA the purchaser of
Common Stock may be required to withhold 15% of the purchase price and remit this amount to the IRS.

Qualified Shareholders. Subject to the exception discussed below, a qualified shareholder who holds our
Common Stock directly or indirectly (through one or more partnerships) will not be subject to FIRPTA
withholding on distributions by us or dispositions of our Common Stock. While a qualified shareholder will not
be subject to FIRPTA withholding on distributions by us or dispositions of our Common Stock, certain investors
of a qualified shareholder (i.e., non-U.S. persons who hold interests in the qualified shareholder (other than
interests solely as a creditor), and hold more than 10% of our Common Stock (whether or not by reason of the
investor’s ownership in the qualified shareholder)) may be subject to FIRPTA withholding.

A qualified shareholder is a non-U.S. person that (i) either is eligible for the benefits of a comprehensive
income tax treaty which includes an exchange of information program and whose principal class of interests is
listed and regularly traded on one or more recognized stock exchanges (as defined in such comprehensive income
tax treaty), or is a foreign partnership that is created or organized under foreign law as a limited partnership in a
jurisdiction that has an agreement for the exchange of information with respect to taxes with the United States
and has a class of limited partnership units representing greater than 50% of the value of all the partnership units
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that is regularly traded on the NYSE or NASDAQ markets, (ii) is a “qualified collective investment vehicle”
(within the meaning of Section 897(k)(3)(B) of the Code), and (iii) maintains records on the identity of each
person who, at any time during the foreign person’s taxable year, is the direct owner of 5% or more of the class
of interests or units (as applicable) described in (i), above.

Withholding Qualified Holders. Any distribution to a withholding qualified holder (or an entity all of the
interests of which are held by one or more qualified holders) who holds our Common Stock directly or indirectly
(through one or more partnerships) will not be subject to FIRPTA withholding on distributions by us or
dispositions of our Common Stock.

A qualified foreign pension fund is any trust, corporation, or other organization or arrangement (i) which is
created or organized under the law of a country other than the United States, (ii) which is established (a) by such
country (or one or more political subdivisions thereof) to provide retirement or pension benefits to participants or
beneficiaries that are current or former employees (including self-employed individuals) or persons designated
by such employees, as a result of services rendered by such employees to their employers or (b) by one or more
employers to provide retirement or pension benefits to participants or beneficiaries that are current or former
employees (including self-employed individuals) or persons designated by such employees in consideration for
services rendered by such employees to such employers, (iii) which does not have a single participant or
beneficiary with a right to more than 5% of its assets or income, (iv) which is subject to government regulation
and with respect to which annual information reporting about its beneficiaries is provided, or is otherwise
available, to the relevant tax authorities in the country in which it is established or operates, and (v) with respect
to which, under the laws of the country in which it is established or operates, (a) contributions to such
organization or arrangement that would otherwise be subject to tax under such laws are deductible or excluded
from the gross income of such entity or arrangement or taxed at a reduced rate, or (b) taxation of any investment
income of such organization or arrangement is deferred or such income is excluded from the gross income of
such entity or arrangement or is taxed at a reduced rate.

We urge non-U.S. holders to consult their own tax advisers to determine their eligibility for exemption
from FIRPTA withholding and their qualification as a qualified shareholder or a withholding qualified
holder.

Repurchases of Our Common Stock. A repurchase of our Common Stock that is not treated as a sale or
exchange will be taxed in the same manner as regular distributions under the rules described above. See
“—Taxation of U.S. Holders of Our Common Stock—Repurchases of Our Common Stock” for a discussion of
when a redemption will be treated as a sale or exchange and related matters.

A repurchase of our Common Stock generally will be subject to tax under FIRPTA to the extent the
distribution in the repurchase is attributable to gains from our dispositions of U.S. real property interests. To the
extent the distribution is not attributable to gains from our dispositions of U.S. real property interests, the excess
of the amount of money received in the repurchase over the non-U.S. holder’s basis in the repurchased shares
will be treated in the manner described above under “—Sales of Our Common Stock.” The IRS has released an
official notice stating that repurchase payments may be attributable to gains from dispositions of U.S. real
property interests (except when the 10% regularly traded exception would apply), but has not provided any
guidance to determine when and what portion of a repurchase payment is a distribution that is attributable to
gains from our dispositions of U.S. real property interests. Due to the uncertainty, except when the 10% regularly
traded exception would apply, we may withhold at the highest rate of U.S. federal income tax applicable to each
non-U.S. holder, based on the status of such holder, from all or a portion of repurchase payments to non-U.S.
holders other than qualified shareholders or withholding qualified holders. To the extent the amount of tax we
withhold exceeds the amount of a non-U.S. holder’s U.S. federal income tax liability, the non-U.S. holder may
file a U.S. federal income tax return and claim a refund.

U.S. Federal Income Tax Returns. If a non-U.S. holder is subject to taxation under FIRPTA on proceeds
from the sale of our Common Stock or on distributions we make, the non-U.S. holder will be required to file a
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U.S. federal income tax return. Prospective non-U.S. holders are urged to consult their tax advisors to determine
the impact of U.S. federal, state, local and foreign income tax laws on their ownership of our Common Stock,
including any reporting requirements.

Taxation of Tax-Exempt Holders of Our Common Stock

Provided that a tax-exempt holder has not held its Common Stock as “debt-financed property” within the
meaning of the Code and our shares of stock are not being used in an unrelated trade or business, dividend
income from us generally will not be UBTI to a tax-exempt holder. Similarly, income from the sale of our
Common Stock will not constitute UBTI unless the tax-exempt holder has held its Common Stock as debt-
financed property within the meaning of the Code or has used the Common Stock in a trade or business.

Further, for a tax-exempt holder that is a social club, voluntary employee benefit association, supplemental
unemployment benefit trust or qualified group legal services plan exempt from U.S. federal income taxation
under Sections 501(c)(7), (¢)(9), (c)(17) and (c)(20) of the Code, respectively, or a single parent title-holding
corporation exempt under Section 501(c)(2) the income of which is payable to any of the aforementioned
tax-exempt organizations, income from an investment in our Common Stock will constitute UBTI unless the
organization properly sets aside or reserves such amounts for purposes specified in the Code. These tax-exempt
holders should consult their own tax advisors concerning these “set aside” and reserve requirements.

Notwithstanding the above, however, a portion of the dividends paid by a “pension-held REIT” are treated
as UBTI as to any trust which is described in Section 401(a) of the Code, is tax-exempt under Section 501(a) of
the Code, and holds more than 10%, by value, of the interests in the REIT. Tax-exempt pension funds that are
described in Section 401(a) of the Code are referred to below as “pension trusts.”

A REIT is a “pension-held REIT” if it meets the following two tests:

» it would not have qualified as a REIT but for Section 856(h)(3) of the Code, which provides that stock
owned by pension trusts will be treated, for purposes of determining whether the REIT is closely held,
as owned by the beneficiaries of the trust rather than by the trust itself; and

o either (i) at least one pension trust holds more than 25% of the value of the interests in the REIT, or
(i1) a group of pension trusts each individually holding more than 10% of the value of the REIT’s stock,
collectively owns more than 50% of the value of the REIT’s stock.

The percentage of any REIT dividend from a “pension-held REIT” that is treated as UBTI is equal to the
ratio of the UBTI earned by the REIT, treating the REIT as if it were a pension trust and therefore subject to tax
on UBTI, to the total gross income of the REIT. An exception applies where the percentage is less than 5% for
any year, in which case none of the dividends would be treated as UBTI. The provisions requiring pension trusts
to treat a portion of REIT distributions as UBTI will not apply if the REIT is not a “pension-held REIT” (for
example, if the REIT is able to satisfy the “not closely held requirement” without relying on the “look through”
exception with respect to pension trusts).

Distribution Reinvestment Plan

Holders who participate in the distribution reinvestment plan will recognize taxable income in the amount
they would have received had they elected not to participate, even though they receive no cash. These deemed
distributions will be treated as actual distributions from us to the participating holders and will retain the
character and U.S. federal income tax effects applicable to all distributions. Stock received under the plan will
have a holding period beginning with the day after purchase, and a U.S. federal income tax basis equal to its cost,
which is the gross amount of the deemed distribution. Because of our charter’s restrictions on the number of
shares of our stock that a person may own, we do not anticipate that we will become a “pension-held REIT.”
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Backup Withholding Tax and Information Reporting

U.S. Holders of Common Stock. In general, information-reporting requirements will apply to payments of
dividends and proceeds of the sale of our Common Stock held by U.S. holders, unless such U.S. holder is an
exempt recipient. A backup withholding tax may apply to such payments if such U.S. holder fails to provide a
taxpayer identification number or certification of other exempt status or fails to report in full dividend or interest
income. In addition, we may be required to withhold a portion of capital gain distributions to any U.S. holders
who fail to certify their U.S. status to us. Any amounts withheld under the backup withholding rules will be
allowed as a credit against your U.S. federal income tax liability, provided that the required information is timely
furnished to the IRS.

Brokers that are required to report the gross proceeds from a sale of our Common Stock on IRS Form
1099-B will also be required to report the customer’s adjusted basis in the Common Stock sold and whether any
gain or loss with respect to such stock is long-term or short-term. In some cases, there may be alternative
methods of determining the basis in the Common Stock sold, in which case your broker will apply a default
method of its choosing if you do not indicate which method you choose to have applied. U.S. holders should
consult their own tax advisors regarding these reporting requirements and their election options.

Non-U.S. Holders of Our Common Stock. We must report annually to the IRS and to each non-U.S. holder
the amount of dividends paid to such holder and the tax withheld with respect to such dividends, regardless of
whether withholding was required. Copies of the information returns reporting such dividends and withholding
may also be made available to the tax authorities in the country in which the non-U.S. holder resides under the
provisions of an applicable income tax treaty.

A non-U.S. holder will be subject to backup withholding for dividends paid to such holder unless such
holder certifies under penalty of perjury that it is a non-U.S. holder (and the payor does not have actual
knowledge or reason to know that such holder is a “United States person” as defined under the Code), or such
holder otherwise establishes an exemption.

Information reporting and, depending on the circumstances, backup withholding will apply to the proceeds
of a sale of our Common Stock within the United States or conducted through certain U.S.-related financial
intermediaries, unless the beneficial owner certifies under penalty of perjury that it is a non-U.S. holder (and the
payor does not have actual knowledge or reason to know that the beneficial owner is a “United States person” as
defined under the Code), or such owner otherwise establishes an exemption.

Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit against a
non-U.S. holder’s U.S. federal income tax liability provided the required information is timely furnished to the
IRS.

Legislative or Other Actions Affecting REITs

The present U.S. federal income tax treatment of REITs may be modified, possibly with retroactive effect,
by legislative, judicial or administrative action at any time. The REIT rules are constantly under review by
persons involved in the legislative process and by the IRS and the Treasury, which may result in statutory
changes as well as revisions to regulations and interpretations. Changes to the U.S. federal tax laws and
interpretations thereof could adversely affect an investment in our Common Stock.

State and Local Taxes

We and our stockholders may be subject to state or local taxation in various state or local jurisdictions,
including those in which we or they transact business or reside. Our state and local tax treatment and that of our
stockholders may not conform to the U.S. federal income tax treatment discussed above. Consequently,
prospective stockholders should consult their own tax advisors regarding the effect of state and local tax laws on
an investment in our Common Stock.
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Tax Shelter Reporting

If a stockholder recognizes a loss with respect to stock of $2 million or more for an individual stockholder
or $10 million or more for a corporate stockholder, the stockholder must file a disclosure statement with the IRS
on Form 8886. Direct stockholders of portfolio securities are in many cases exempt from this reporting
requirement, but stockholders of a REIT currently are not excepted. The fact that a loss is reportable under these
regulations does not affect the legal determination of whether the taxpayer’s treatment of the loss is proper.
Stockholders should consult their tax advisors to determine the applicability of these regulations in light of their
individual circumstances.

Additional Withholding Requirements

Under FATCA, a 30% U.S. federal withholding tax may apply to any ordinary dividends and other
distributions that we pay to (i) a “foreign financial institution” (as specifically defined in the Code) which does
not provide sufficient documentation, typically on IRS Form W-8BEN-E, evidencing either (x) an exemption
from FATCA, or (y) its compliance (or deemed compliance) with FATCA (which may alternatively be in the
form of compliance with an intergovernmental agreement with the United States) in a manner that avoids
withholding, or (ii) a “non-financial foreign entity” (as specifically defined in the Code) which does not provide
sufficient documentation, typically on IRS Form W-8BEN-E, evidencing either (x) an exemption from FATCA,
or (y) adequate information regarding certain substantial U.S. beneficial owners of such entity (if any). If a
dividend payment is both subject to withholding under FATCA and subject to withholding tax discussed above,
the withholding under FATCA may be credited against, and therefore reduce, such other withholding tax.
Non-U.S. holders should consult their tax advisors to determine the applicability of this legislation in light of
their individual circumstances.
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CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES

A control person is one who owns beneficially or through controlled companies more than 25% of the
voting securities of a company or acknowledges the existence of control. A controlling stockholder’s vote could
have a more significant effect on matters presented to stockholders for approval than the vote of other Fund
stockholders. To the knowledge of the Fund, as of March 31, 2026, no person or entity beneficially owned more
than 25% of the voting securities of the Fund.

A principal shareholder is any person who owns of record or beneficially 5% or more of any class of
outstanding shares of the Fund. The table below sets forth the name, address, and percentage of ownership of
each person or entity who to the knowledge of the Fund owned, of record or beneficially, 5% or more of any
class of the Fund’s outstanding equity securities as of March 31, 2026:

Class I Shares
Type of
Name and Address % Ownership Ownership
KKR Alternative Assets LLC 30 Hudson Yards
New York, NY 10001 ....................... 31.71% Both
ARH Holdings LLC 111 Center Street Little Rock,
ART2201 ..o 3.69% Both
Morgan Stanley Smith Barney LLC FBO its clients
522 Fifth Avenue, 13th Floor New York,
NY 10036 ..o 6.71% Record
UBS Financial Services Inc. FBO its clients 1000
Harbor Blvd, 8th Floor Weehawken, NJ 07086 . . . . 5.01% Record
National Financial Services 499 Washington Blvd,
5th Floor Jersey City, NJ 07310 ................ 12.49% Record
Charles Schwab & Co., Inc FBO itsclients .........
3000 Schwab Way Westlake, TX 76262-8104 . ..... 15.76% Record
Matrix Trust Company FBO its clients 717 17TH
Street Suite 1300 Denver, Colorado 80202 ... .... 7.57% Record
Class U Shares
Type of
Name and Address % Ownership Ownership
Morgan Stanley Smith Barney LLC FBO its clients
522 Fifth Avenue, 13th Floor New York,
NY 10036 .. ..o 13.47% Record
UBS Financial Services Inc. FBO its clients 1000
Harbor Blvd, 8th Floor Weehawken, NJ 07086 . . . . 74.48% Record
Merrill Lynch, Pierce, Fenner and Smith Incorporated
FBO its clients One Bryant Park, 315t Floor
New York, NY 10036 ......... ... .. ........ 10.70% Record
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Class D Shares
Type of

Name and Address % Ownership Ownership
Jimenez Maldonado US Investments LLC 3305
Plantation VLG Dorado PR 00646-1960 . ........ 27.8% Record
Vinso, LLC Pledged to ML Lender URB La Villa De
Torrimar 319 Calle Rey Felipe Guaynabo PR
00969-3255 .. . 72.2% Record
Class S Shares
Type of
Name and Address % Ownership Ownership
Pershing LLC FBO its clients One Pershing Plaza
Jersey City, NJO7399 . ... ... . ... ... 100% Record

(1) “Record” ownership means the stockholder of record, or the exact name of the stockholder on the account,
i.e. “ABC Brokerage, Inc.” “Beneficial” ownership refers to the actual pecuniary, or financial, interest in the
security, i.e. “Jane Doe Shareholder.”

As of March 31, 2026, the directors and officers of the Fund as a group beneficially owned less than 1% of
the Common Stock.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Deloitte & Touche LLP, 30 Rockefeller Plaza, New York, NY 10112, serves as the Fund’s independent

registered public accounting firm, whose services include an audit of the Fund’s financial statements and the
performance of other related audit and tax services.
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CUSTODIAN AND TRANSFER AGENT

The custodian of the assets of the Fund is The Bank of New York Mellon, located at 240 Greenwich Street,
New York, NY 10286. The Bank of New York Mellon performs custodial, fund accounting and portfolio
accounting services. SS&C Global Investor & Distribution Solutions, Inc., located at 430 W 7th Street Suite
219302, Kansas City, MO 64105-1407, serves as the Fund’s transfer agent and dividend paying agent with
respect to the Common Stock.

A-79



ADDITIONAL INFORMATION

A registration statement on Form N-2, including amendments thereto, relating to the Common Stock offered
hereby, has been filed by the Fund with the SEC in Washington, D.C. The Fund’s prospectus and this Statement
of Additional Information do not contain all of the information set forth in the Fund’s registration statement,
including any exhibits and schedules thereto. For further information with respect to the Fund and the Common
Stock offered hereby, reference is made to the Fund’s registration statement. Statements contained in the Fund’s
prospectus and this Statement of Additional Information as to the contents of any contract or other document
referred to are not necessarily complete and in each instance reference is made to the copy of such contract or
other document filed as an exhibit to the Fund’s registration statement, each such statement being qualified in all
respects by such reference. Copies of the Fund’s registration statement may be inspected without charge at the
SEC’s principal office in Washington, D.C., and copies of all or any part thereof may be obtained from the SEC
upon the payment of certain fees prescribed by the SEC or on the SEC’s website at http://www.sec.gov.
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FINANCIAL STATEMENTS

The audited financial statements of the Fund and related report of Deloitte & Touche LLP, an independent
registered public accounting firm, contained in the Fund’s Annual Report to Stockholders for the period ended
December 31, 2025, as filed with the SEC on Form N-CSR on March 3, 2026, are hereby incorporated by
reference. The unaudited financial statements included in the semi-annual report to the Fund’s stockholders for
the fiscal period ended June 30, 2025 are incorporated herein by reference to the Fund’s Semi-Annual Report to
Stockholders.
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APPENDIX A
DESCRIPTION OF S&P, MOODY’S AND FITCH RATINGS

Moody’s Investors Service Inc.—A brief description of the applicable Moody’s Investors Service, Inc.
(Moody’s) rating symbols and their meanings (as published by Moody’s) follows:

1. Long-Term Obligation Ratings

Moody’s long-term obligation ratings are opinions of the relative credit risk of financial obligations with an
original maturity of one year or more. They address the possibility that a financial obligation will not be honored
as promised. Such ratings use Moody’s Global Scale and reflect both the likelihood of default and any financial
loss suffered in the event of default.

Moody’s Long-Term Rating Definitions:

Aaa: Obligations rated Aaa are judged to be of the highest quality, with minimal credit risk.

Aa: Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.

A: Obligations rated A are considered upper-medium grade and are subject to low credit risk.

Baa: Obligations rated Baa are subject to moderate credit risk. They are considered medium-grade and

as such may possess certain speculative characteristics.

Ba: Obligations rated Ba are judged to have speculative elements and are subject to substantial credit
risk.

B: Obligations rated B are considered speculative and are subject to high credit risk.

Caa: Obligations rated Caa are judged to be of poor standing and are subject to very high credit risk.

Ca: Obligations rated Ca are highly speculative and are likely in, or very near, default, with some

prospect of recovery of principal and interest.

C: Obligations rated C are the lowest rated class and are typically in default, with little prospect for
recovery of principal or interest.

Note: Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa
through Caa. The modifier 1 indicates that the obligation ranks in the higher end of its generic
rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a
ranking in the lower end of that generic rating category.

Short-Term Debt Ratings

There are three rating categories for short-term municipal obligations that are considered investment grade.
These ratings are designated as Municipal Investment Grade (“MIG”) and are divided into three levels—MIG 1
through MIG 3. In addition, those short-term obligations that are of speculative quality are designated SG, or
speculative grade. MIG ratings expire at the maturity of the obligation.

MIG 1.  This designation denotes superior credit quality. Excellent protection is afforded by established
cash flows, highly reliable liquidity support, or demonstrated broad-based access to the market
for refinancing.

MIG 2. This designation denotes strong credit quality. Margins of protection are ample, although not as
large as in the preceding group.
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MIG 3. This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be
narrow, and market access for refinancing is likely to be less well-established.

SG. This designation denotes speculative-grade credit quality. Debt instruments in this category may
lack sufficient margins of protection.

Demand Obligation Ratings

In the case of variable rate demand obligations (“VRDOs”), a tWwo-component rating is assigned; a long- or short-
term debt rating and a demand obligation rating. The first element represents Moody’s evaluation of the degree
of risk associated with scheduled principal and interest payments. The second element represents Moody’s
evaluation of the degree of risk associated with the ability to receive purchase price upon demand (“demand
feature”), using a variation of the MIG rating scale, the Variable Municipal Investment Grade or VMIG rating.

When either the long- or short-term aspect of a VRDO is not rated, that piece is designated NR, e.g., Aaa/NR or
NR/VMIG 1.

VMIG rating expirations are a function of each issue’s specific structural or credit features.

VMIG 1. This designation denotes superior credit quality. Excellent protection is afforded by the superior
short-term credit strength of the liquidity provider and structural and legal protections that ensure
the timely payment of purchase price upon demand.

VMIG 2. This designation denotes strong credit quality. Good protection is afforded by the strong short-
term credit strength of the liquidity provider and structural and legal protections that ensure the
timely payment of purchase price upon demand.

VMIG 3. This designation denotes acceptable credit quality. Adequate protection is afforded by the
satisfactory short-term credit strength of the liquidity provider and structural and legal
protections that ensure the timely payment of purchase price upon demand.

SG. This designation denotes speculative-grade credit quality. Demand features rated in this category
may be supported by a liquidity provider that does not have an investment grade short-term
rating or may lack the structural and/or legal protections necessary to ensure the timely payment
of purchase price upon demand.

2. Short-Term Ratings

Moody’s short-term ratings are opinions of the ability of issuers to honor short-term financial obligations.
Ratings may be assigned to issuers, short-term programs or to individual short-term debt instruments. Such
obligations generally have an original maturity not exceeding thirteen months, unless explicitly noted.

Moody’s employs the following designations to indicate the relative repayment ability of rated issuers:

P-1 Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt
obligations.

P-2 Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt
obligations.

P-3 Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term
obligations.

NP Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating
categories.
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NOTE: Canadian issuers rated P-1 or P-2 have their short-term ratings enhanced by the senior-most
long-term rating of the issuer, its guarantor or support-provider.

Standard & Poor’s

A brief description of the applicable Standard & Poor’s (S&P) rating symbols and their meanings (as published
by S&P) follows:

Issue Credit Rating Definitions

A Standard & Poor’s issue credit rating is a forward-looking opinion about the creditworthiness of an obligor
with respect to a specific financial obligation, a specific class of financial obligations, or a specific financial
program (including ratings on medium-term note programs and commercial paper programs). It takes into
consideration the creditworthiness of guarantors, insurers, or other forms of credit enhancement on the obligation
and takes into account the currency in which the obligation is denominated. The opinion reflects Standard &
Poor’s view of the obligor’s capacity and willingness to meet its financial commitments as they come due, and
may assess terms, such as collateral security and subordination, which could affect ultimate payment in the event
of default.

Issue credit ratings can be either long term or short-term. Short-term ratings are generally assigned to those
obligations considered short-term in the relevant market. In the U.S., for example, that means obligations with an
original maturity of no more than 365 days, including commercial paper. Short-term ratings are also used to
indicate the creditworthiness of an obligor with respect to put features on long-term obligations. The result is a
dual rating, in which the short-term rating addresses the put feature, in addition to the usual long-term rating.
Medium-term notes are assigned long-term ratings.

Long-Term Issue Credit Ratings
Issue credit ratings are based, in varying degrees, on the following considerations:

» Likelihood of payment-capacity and willingness of the obligor to meet its financial commitment on an
obligation in accordance with the terms of the obligation;

* Nature of and provisions of the obligation;

* Protection afforded by, and relative position of, the obligation in the event of bankruptcy,
reorganization, or other arrangement under the laws of bankruptcy and other laws affecting creditors’
rights.

Issue ratings are an assessment of default risk, but may incorporate an assessment of relative seniority or
ultimate recovery in the event of default. Junior obligations are typically rated lower than senior obligations, to
reflect the lower priority in bankruptcy, as noted above. (Such differentiation may apply when an entity has both
senior and subordinated obligations, secured and unsecured obligations, or operating company and holding
company obligations.)

AAA: An obligation rated ‘AAA’ has the highest rating assigned by S&P. The obligor’s capacity to
meet its financial commitment on the obligation is extremely strong.

AA: An obligation rated ‘AA’ differs from the highest-rated obligations only to a small degree. The
obligor’s capacity to meet its financial commitment on the obligation is very strong.

A: An obligation rated ‘A’ is somewhat more susceptible to the adverse effects of changes in
circumstances and economic conditions than obligations in higher-rated categories. However,
the obligor’s capacity to meet its financial commitment on the obligation is still strong.
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BBB:

BB, B,
CCcC,
CC and

BB:

CCC:

CC:

Plus (+) or
minus (-):

N.R.:

An obligation rated ‘BBB’ exhibits adequate protection parameters. However, adverse
economic conditions or changing circumstances are more likely to lead to a weakened capacity
of the obligor to meet its financial commitment on the obligation.

Obligations rated ‘BB’, ‘B’, ‘CCC’, ‘CC’, and ‘C’ are regarded as having significant
speculative characteristics. ‘BB’ indicates the least degree of speculation and ‘C’ the highest.
While such obligations will likely have some quality and protective characteristics, these may
be outweighed by large uncertainties or major exposures to adverse conditions.

An obligation rated ‘BB’ is less vulnerable to nonpayment than other speculative issues.
However, it faces major ongoing uncertainties or exposure to adverse business, financial, or
economic conditions which could lead to the obligor’s inadequate capacity to meet its financial
commitment on the obligation.

An obligation rated ‘B’ is more vulnerable to nonpayment than obligations rated ‘BB’, but the
obligor currently has the capacity to meet its financial commitment on the obligation. Adverse
business, financial, or economic conditions will likely impair the obligor’s capacity or
willingness to meet its financial commitment on the obligation.

An obligation rated ‘CCC’ is currently vulnerable to nonpayment, and is dependent upon
favorable business, financial, and economic conditions for the obligor to meet its financial
commitment on the obligation. In the event of adverse business, financial, or economic conditions,
the obligor is not likely to have the capacity to meet its financial commitment on the obligation.

An obligation rated ‘CC’ is currently highly vulnerable to nonpayment.

A “C’ rating is assigned to obligations that are currently highly vulnerable to nonpayment,
obligations that have payment arrearages allowed by the terms of the documents, or obligations
of an issuer that is the subject of a bankruptcy petition or similar action which have not
experienced a payment default. Among others, the ‘C’ rating may be assigned to subordinated
debt, preferred stock or other obligations on which cash payments have been suspended in
accordance with the instrument’s terms or when preferred stock is the subject of a distressed
exchange offer, whereby some or all of the issue is either repurchased for an amount of cash or
replaced by other instruments having a total value that is less than par.

An obligation rated ‘D’ is in payment default. The ‘D’ rating category is used when payments
on an obligation, including a regulatory capital instrument, are not made on the date due even if
the applicable grace period has not expired, unless Standard & Poor’s believes that such
payments will be made during such grace period. The ‘D’ rating also will be used upon the
filing of a bankruptcy petition or the taking of similar action if payments on an obligation are
jeopardized. An obligation’s rating is lowered to ‘D’ upon completion of a distressed exchange
offer, whereby some or all of the issue is either repurchased for an amount of cash or replaced
by other instruments having a total value that is less than par.

The ratings from ‘AA’ to ‘CCC’ may be modified by the addition of a plus (+) or minus (-) sign
to show relative standing within the major rating categories.

This indicates that no rating has been requested, that there is insufficient information on which
to base a rating, or that Standard & Poor’s does not rate a particular obligation as a matter of
policy.
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Short-Term Issue Credit Ratings

A-1:

B-2:

A short-term obligation rated ‘A-1’ is rated in the highest category by Standard & Poor’s. The
obligor’s capacity to meet its financial commitment on the obligation is strong. Within this
category, certain obligations are designated with a plus sign (+). This indicates that the
obligor’s capacity to meet its financial commitment on these obligations is extremely strong.

A short-term obligation rated ‘A-2’ is somewhat more susceptible to the adverse effects of
changes in circumstances and economic conditions than obligations in higher rating categories.
However, the obligor’s capacity to meet its financial commitment on the obligation is
satisfactory.

A short-term obligation rated ‘A-3’ exhibits adequate protection parameters. However, adverse
economic conditions or changing circumstances are more likely to lead to a weakened capacity
of the obligor to meet its financial commitment on the obligation.

A short-term obligation rated ‘B’ is regarded as having significant speculative characteristics.
Ratings of ‘B-1’, ‘B-2’, and ‘B-3’ may be assigned to indicate finer distinctions within the ‘B’
category. The obligor currently has the capacity to meet its financial commitment on the
obligation; however, it faces major ongoing uncertainties which could lead to the obligor’s
inadequate capacity to meet its financial commitment on the obligation.

A short-term obligation rated ‘B-1" is regarded as having significant speculative characteristics,
but the obligor has a relatively stronger capacity to meet its financial commitments over the
short-term compared to other speculative-grade obligors.

A short-term obligation rated ‘B-2’ is regarded as having significant speculative characteristics,
and the obligor has an average speculative-grade capacity to meet its financial commitments
over the short-term compared to other speculative-grade obligors.

A short-term obligation rated ‘B-3” is regarded as having significant speculative characteristics,
and the obligor has a relatively weaker capacity to meets its financial commitments over the
short-term compared to other speculative-grade obligors.

A short-term obligation rated ‘C’ is currently vulnerable to nonpayment and is dependent upon
favorable business, financial, and economic conditions for the obligor to meet its financial
commitment on the obligation.

A short-term obligation rated ‘D’ is in payment default. The ‘D’ rating category is used when
payments on an obligation, including a regulatory capital instrument, are not made on the date
due even if the applicable grace period has not expired, unless Standard & Poor’s believes that
such payments will be made during such grace period. The ‘D’ rating also will be used upon the
filing of a bankruptcy petition or the taking of a similar action if payments on an obligation are
jeopardized.
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