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PART |
Item 1. Business
GENERAL

Ares Capital Corporation, a Maryland cogimm (together with its subsidiaries, where aggile, "Ares Capital" or the "Company,"
which may also be referred to as "we," "us,” orr"pis a specialty finance company that is a clesed, non-diversified management
investment company. We have elected to be reguistedbusiness development company or a "BDC" uhéddnvestment Company Act of
1940, or the "Investment Company Act." We were firthon April 16, 2004, were initially funded on 828, 2004 and completed our initial
public offering on October 8, 2004. Ares Capital\gstment objective is to generate both currecnme and capital appreciation through debt
and equity investments. We invest primarily in Lh8ddle market companies, where we believe thelgugfprimary capital is limited and the
investment opportunities are most attractive. Hoavewe may from time to time invest in larger comiga. In this Annual Report, we
generally use the term "middle market" to refecampanies with annual EBITDA between $5 million &id0 million. EBITDA represents
net income before net interest expense, incomexpgnse, depreciation and amortization.

We invest primarily in first and secondligenior loans and mezzanine debt, which in sorsescacludes an equity component like
warrants. First and second lien senior loans géipeng senior debt instruments that rank aheaglbbrdinated debt of a given portfolio
company. These loans also have the benefit of kg dnterests on the assets of the portfolio conyparhich may rank ahead of or be junior to
other security interests. Mezzanine debt is subatdd to senior loans and is generally unsecuradir@estments have ranged between
$10 million and $100 million each, although thedgatment sizes may be more or less than the targemtge and are expected to grow with our
capital availability. We also, to a lesser extembke equity investments. Our equity investmentehganerally been less than $20 million each
but may grow with our capital availability and argually made in conjunction with loans we makehgse companies.

The proportion of these investments wikiiehe over time given our views on, among othemghithe economic and credit environment
we are operating in. In connection with our invegtactivities, we may make commitments with respeabdebtedness or securities of a
potential portfolio company substantially in excegsur final investment. In such situations, while may initially agree to fund up to a cer
dollar amount of an investment, we may syndicgteréion of such amount to third parties prior tosthg such investment, such that we me
smaller investment than what was reflected in gigimal commitment.

The first and second lien senior loans gahehave stated terms of three to 10 years aadrtbzzanine debt investments generally have
stated terms of up to 10 years, but the expecterhge life of such first and second lien loansmedzanine debt is generally between three
and seven years. However, we may invest in seesintith any maturity or duration. The debt thatimeest in typically is not initially rated by
any rating agency, but we believe that if such stweents were rated, they would be below investrgeade (rated lower than "Baa3" by
Moody's Investors Service or lower than "BBB-" yailard & Poor's Corporation). We may invest withouit in debt of any rating, as well
as debt that has not been rated by any natioredlygnized statistical rating organization.

We believe that our investment adviser,sACapital Management LLC ("Ares Capital Managenighg "Investment Adviser" or
"investment adviser"), is able to leverage theentrinvestment platform, resources and existingtigiships of Ares Partners Management
Company LLC and its affiliate companies (colleciyéAres") with financial sponsors, financial iftstions, hedge funds and other investment
firms to provide us with attractive investmentsabtdition to deal flow, the Ares investment platfioassists our investment adviser in
analyzing, structuring and monitoring




investments. Ares has been in existence for mane 11 years and our senior principals have an geashover 20 years experience investing
in senior loans, high yield bonds, mezzanine debtgrivate equity. The Company has access to tkes staff of approximately 100 investm:
professionals and to the approximately 150 admiatise professionals employed by Ares who provisiistance in accounting, legal,
compliance, technology and investor relations.

While our primary focus is to generate entrincome and capital appreciation through investsin first and second lien senior loans
mezzanine debt and, to a lesser extent, equityrieswof eligible portfolio companies, we also mayest up to 30% of our portfolio in
opportunistic investments of non-eligible portfoiompanies. Specifically, as part of this 30% bgske may invest in debt of middle market
companies located outside of the United Stateisiviestment funds that are operating pursuant ttaiceexceptions to the Investment Company
Act, in advisers to similar investment funds andétt and equity of public companies that do nottntiee definition of eligible portfolio
companies because their market capitalization bfigly traded equity securities exceeds the lepetsided for in the Investment Company
Act. We expect that these public companies geryenall have debt that may be non-investment gr&tem time to time we may also invest in
high yield bonds, which, depending on the issuay or may not be included in the 30% basket.

In addition to making investments in theeaCapital portfolio, our wholly owned subsidialgy Hill Asset Management L.P. ("lvy Hill
Management"), manages two senior debt funds, NyMiddle Market Credit Fund, Ltd. ("lvy Hill I') ad Ivy Hill Middle Market Credit Fund
I, Ltd. ("Ivy Hill II," and together with Ivy Hilll, the "lvy Hill Funds").

About Ares

Founded in 1997, Ares is an independesti@tional investment management firm with apprataty $29.0 billion of total committed
capital and over 250 employees as of the datei@fthnual Report.

Ares specializes in originating and manggiesets in both the leveraged finance and praguéy markets. Ares' leveraged finance
activities include the acquisition and manageméseaior loans, high yield bonds, mezzanine debtspecial situation investments. Ares'
private equity activities focus on providing flekdbjunior capital to middle market companies. Anas the ability to invest across a capital
structure, from senior floating rate debt to comrequity. This flexibility, combined with Ares' "bugnd hold" philosophy, enables Ares to
structure an investment to meet the specific neédscompany rather than the less flexible demafidlse public markets.

Ares is comprised of the following groups:

. Private Debt Group. The Ares Private Debt Group manages the asséteesfCapital and Ares' private debt mic-market
financing activities in Europe, Ares Capital Eur@p&CE"). The Private Debt Group focuses primanly non-syndicated first
and second lien senior loans and mezzanine delthwhsome cases may include an equity compofidmt Private Debt Grot
also makes equity investments in private middleketacompanies, usually in conjunction with loans.

. Capital Markets Group. The Ares Capital Markets Group currently manageariety of funds and investment vehicles that
have approximately $17.0 billion of committed capifocusing primarily on syndicated senior secuoahs, high yield bonds,
distressed debt, other liquid fixed income investta@nd other publicly traded debt securities.

. Private Equity Group. The Ares Private Equity Group manages Ares Cagd@pportunities Fund, L.P., Ares Corporate

Opportunities Fund II, L.P. and Ares Corporate Qppdties Fund I, L.P. (collectively referred & "ACOF"), which together
have approximately $6.8 billion of total committeabital. ACOF generally makes private equity inwestts in companies in
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amounts substantially larger than the private ggnitestments anticipated to be made by the CompHEmy Private Equity
Group generally focuses on control-oriented egumigstments in under- capitalized companies or corigs with capital
structure issues.

Ares' senior principals have been workiogether as a group for many years and have angevefaver 20 years of experience in
leveraged finance, private equity, distressed detestment banking and capital markets. They ackdd by a large team of hightiysciplined
professionals. Ares' rigorous investment approadiased upon an intensive, independent financéysis, with a focus on preservation of
capital, diversification and active portfolio maeagent. These fundamentals underlie Ares' investsteastiegy and have resulted in large
pension funds, banks, insurance companies, endotsraad high net worth individuals investing in Ariegds.

Ares Capital Management

Ares Capital Management, our investmentsayis served by a dedicated origination andstration development team of 31 investment
professionals led by our President, Michael Arotiglaad the partners of Ares Capital Managemernt, Beckman, Kipp deVeer, Mitchell
Goldstein and Michael Smith. Ares Capital Managenh@rerages off of Ares' entire investment platfand benefits from the significant
capital markets, trading and research expertisdl of Ares' investment professionals. Ares fundgently hold over 600 investments in over
30 different industries and have made investmentvér 1,600 companies since inception. Ares Chlgitanagement's investment committee
has nine members, including Mr. Arougheti, the AGepital Management partners, and four founding bremof Ares.

MARKET OPPORTUNITY
We believe there are opportunities foraigvest in middle market companies for the follogvreasons:

. We believe that as of the date of this Annual Rgpbe severe dislocation in the credit marketsrbaslted in reduced
competition, a widening of interest spreads, insirgafees and generally more conservative capitattsires and deal terms.

. We believe that many senior lenders have, in regeats, d-emphasized their service and product offeringsittdia market
businesses in favor of lending to large corporéémts and managing capital markets transactionadtlition, commercial and
investment banks are severely limited in theirigbib underwrite new financings as they seek mewish their capital bases ¢
reduce leverage, resulting in opportunities foeraative funding sources.

. We believe there is increased demand among pniwatdle market companies for primary capital. Mangaie market firms
have faced increased difficulty raising debt in ¢hpital markets, as commercial and investment $ank capital-constrained
and are largely unable to underwrite and syndibate loans and high yield securities, particuléolymiddle market issuers.

. We believe there is a large pool of uninvestedgig\equity capital for middle market companies. éxpect private equity firms
will seek to leverage their investments by comldniapital with senior secured loans and mezzaréhé flom other sources.

. We believe that as of the date of this Annual Rgpbe current economic downturn has resulted fawdts and covenal
breaches by middle market companies, which wilunegnew junior capital to shore up liquidity oilopide new capital through
restructuring.




COMPETITIVE ADVANTAGES
We believe that we have the following cotitpee advantages over other capital providers iddie market companies:
Existing investment platform

Ares currently manages approximately $28ln of committed capital in the related asslasses of syndicated loans, high yield bonds,
mezzanine debt and private equity. We believe An@sent investment platform provides a competitideantage in terms of access to
origination and marketing activities and diligerffoe Ares Capital. The Ares platform provides then@pany an advantage through its deal flow
generation and investment evaluation process. Aregssionals maintain extensive financial sporsat intermediary relationships, which
provide valuable insight and access to transacaosinformation.

Seasoned management team

John Kissick, Antony Ressler, Bennett Rtis&in and David Sachs are all founding membersreSAvho serve on Ares Capital
Management's investment committee. These profeasitiave an average of over 20 years experierlegeénaged finance, including
substantial experience in investing in leverageoh$p high yield bonds, mezzanine debt, distressebtahd private equity securities. Ares
Capital Management's investment professionals aemlmers of its investment committee also have sigif experience investing across
market cycles. In addition, our president, Michamugheti, leads a dedicated origination and tratiga development team of 31 investment
professionals, including Mr. Arougheti and the pars of Ares Capital Management, Eric Beckman, Kipgeer, Mitch Goldstein and Mich:
Smith. As a result of Ares' extensive investmenegience and the history of its seasoned managememt Ares has developed a strong
reputation across U.S. and European capital mafétselieve that Ares' long history in the levesddpan market and the extensive
experience of the principals investing across nmaskeles provides Ares Capital Management with mpetitive advantage in identifying,
investing in, and managing a portfolio of investitsein middle market companies.

Experience and focus on middle market companies

Ares has historically focused on investraéntmiddle market companies and we benefit froiméRperience. In sourcing and analyzing
deals, our investment adviser uses Ares' extem&twgork of relationships with intermediaries foctiss middle market companies, including
management teams, members of the investment bao&imgunity, private equity groups and other investtfirms with whom Ares has had
long-term relationships. We believe this networkldes us to attract well-positioned prospectiveafptio company investments. Our
investment adviser works closely with the Ares stugent professionals who oversee a portfolio oégtmnents in over 600 companies and
provide access to an extensive network of relatigmssand special insights into industry trends guedstate of the capital markets.

Disciplined investment philosophy

In making its investment decisions, ourgsiment adviser has adopted Ares' long-standimgistent credit-based investment approach
that was developed over 18 years ago by its found@pecifically, Ares Capital Management's investinphilosophy, portfolio construction
and portfolio management involve an assessmeteobterall macroeconomic environment, financialkats and company-specific research
and analysis. Our investment approach emphasipéslcareservation, low volatility and minimizatiai downside risk. In addition to
engaging in extensive due diligence from




the perspective of a long-term investor, Ares Gapitanagement's approach seeks to reduce risk@stiments by focusing on:

. businesses with strong franchises and sustainabdetitive advantages;

. industries with positive long-term dynamics;

. cash flows that are dependable and predicti

. management teams with demonstrated track recotis@momic incentive:

. rates of return commensurate with the perceivéd riznd

. securities or investments that are structured agiropriate terms and covenants.

Extensive industry focus

We concentrate our investing activitiegnidustries with a history of predictable and degdie cash flows and in which the Ares
investment professionals have had extensive invagtexperience. Since its inception in 1997, Anegs$tment professionals have invested in
over 1,600 companies in over 30 different industrires investment professionals have developegHienm relationships with management
teams and management consultants in these indysirid have accumulated substantial informatioc@ming these industries and potential
trends within these industries. The experienceresAinvestment professionals investing acrossethehistries throughout various stages o
economic cycle provides our investment adviser &itbess to market insights and investment oppdiggni

Flexible transaction structuring

We are flexible in structuring investmeritgluding the types of securities in which we istvand the terms associated with such
investments. The principals of Ares have extensigerience in a wide variety of securities for leged companies with a diverse set of terms
and conditions. We believe this approach and egpee enables our investment adviser to identifpétive investment opportunities
throughout the economic cycle and across a compaapital structure so we can make investmentsstens with our stated investment
objective and preserve principal while seeking appate risk adjusted returns. In addition, we héneeability to provide "one stop” financing
with the ability to invest capital across the baksheet and hold larger investments than manyrof@mpetitors. The ability to underwrite,
syndicate and hold larger investments (i) increflsedbility, (i) may increase net fee income a@arnings through syndication, (iii) broadens
market relationships and deal flow and (iv) allavgsto optimize our portfolio composition. We bekethat the ability to provide capital at
every level provides a strong value propositiomiddle market borrowers and our senior debt cajti@silprovide superior deal origination &
relative value analysis capabilities comparedaditional "mezzanine only" lenders.

Broad origination strategy

Our investment adviser focuses on selftogiting most of our investments by identifying add array of investment opportunities across
multiple channels. We believe that this allowsdeset selectivity and that there is a significatgtronship between proprietary deal original
and credit performance. Our focus on generatingnetary deal flow and lead investing also givegteater control over capital structure, ¢
terms, pricing and documentation and results iivagtortfolio management of investments. Moreobgrleading the investment process, our
investment adviser is able to secure controllingitmms in credit tranches providing additional trohin investment outcomes. Our investment
adviser also has originated substantial propriedaa/ flow from middle
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market intermediaries, which often allows us toacthe sole or principal source of institutionadipr capital to the borrower.
OPERATING AND REGULATORY STRUCTURE

Our investment activities are managed bgsACapital Management and supervised by our bdatuextors, a majority of whom are
independent of Ares and its affiliates. Ares Cdptanagement is an investment adviser that is tegid under the Investment Advisers Act of
1940, or the "Advisers Act." Under our amended arstiated investment advisory and management agréeragerred to herein as our
"investment advisory and management agreementfiave agreed to pay Ares Capital Management an Ahasa management fee based on
our total assets, as defined under the Investmemp@ny Act (other than cash and cash equivalentsnbluding assets purchased with
borrowed funds), and an incentive fee based omerformance.

As a BDC, we are required to comply witintaim regulatory requirements. For example, wenategenerally permitted to invest in any
portfolio company in which Ares or any of its affiles currently has an investment (although we ateipvest on a concurrent basis with fur
managed by Ares, subject to compliance with exgstegulatory guidance, applicable regulations amdatiocation procedures). Some of these
co-investments would only be permitted pursuarrt@xemptive order from the Securities and Exch&wemission (the "SEC"). We have
applied for an exemptive order from the SEC thatildgermit us to co-invest with funds managed bgsAAny such order will be subject to
certain terms and conditions. There is no assurdratehe application for exemptive relief will geanted by the SEC. Accordingly, we cannot
assure you that the Company will be permitted tingest with funds managed by Ares. See "Risk FHaetedRisks Relating to Our Business—
The Company may not replicate Ares' historical sss@and our ability to enter into transactions wites and our other affiliates is restricted."

Also, while we may borrow funds to makeastments, our ability to use debt is limited inta&r significant respects. As a BDC and a
regulated investment company ("RIC") for tax pugmghe Company is dependent on its ability teeragpital through the issuance of its
common stock. RICs generally must distribute sutiithy all of their earnings to stockholders agidénds in order to achieve passough ta:
treatment, which prevents the Company from usingéhearnings to support operations, which may dechew investments (including
investments into existing portfolio companies).thar, BDCs must meet a debt to equity ratio of thas 1:1 in order to incur debt or issue
senior securities, which requires the Companyrtarfce its investments with at least as much easityebt and senior securities in the
aggregate. Our credit facilities also require thatmaintain a debt to equity ratio of less than 1:1

INVESTMENTS
Ares Capital Corporation portfolio

We have built an investment portfolio oinparily first and second lien loans, mezzanine dgtut to a lesser extent equity investments in
private middle market companies. Our portfolio slhvdiversified by industry sector and its concatitm to any single issuer is limited. Our
debt investments generally range between $10 mitbadb100 million on average, although the invesinsize may be more or less than this
range and depending on capital availability. Owrigggnvestments have generally been less thamdifion each but may grow with our
capital availability and are usually made in cowjizn with loans we make to these companies. lritiatg the proportion of these investments
will change over time given our views on, amongeotihings, the economic and credit environment sgeogerating in. In connection with our
investing activities, we may make commitments withpect to indebtedness or securities of a potgmiifolio company substantially in
excess of our final investment. In such situatiavisije we may initially agree to fund up to a cérta
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dollar amount of an investment, we may syndicgteréion of such amount to third parties prior tosthg such investment, such that we me
smaller investment than what was reflected in gigimal commitment. In addition to originating irstenents, we may also acquire investments
in the secondary market.

Structurally, mezzanine debt usually rasikdsordinate in priority of payment to senior loamsl is often unsecured. However, mezzanine
debt ranks senior to common and preferred equigyborrowers' capital structure. Typically, meznanilebt has elements of both debt and
equity instruments, offering the fixed returnshie form of interest payments associated with sdoars, while providing lenders an
opportunity to participate in the capital appreioiatof a borrower, if any, through an equity intreélhis equity interest typically takes the fc
of warrants. Due to its higher risk profile andesfiess restrictive covenants as compared to skr@ins, mezzanine debt generally earns a
higher return than senior secured debt. The wagrasgociated with mezzanine debt are typicallyathetisle, which allows lenders to receive
repayment of their principal on an agreed amoiitraschedule while retaining their equity intenesthe borrower. Equity issued in connection
with mezzanine debt also may include a "put" featwhich permits the holder to sell its equity iett back to the borrower at a price
determined through an agreed formula.

In making an equity investment, in addittorconsidering the factors discussed below unbfeestment Selection,” we also consider the
anticipated timing of a liquidity event, such agublic offering, sale of the company or redemptibour equity securities.

Our principal focus is investing in firstdasecond lien senior loans and mezzanine debtardgsser extent, equity capital, of middle
market companies in a variety of industries. Weegally target companies that generate positive tlagls. Ares has a staff of approximately
100 investment professionals who specialize inifipendustries. We generally seek to invest in gamies from the industries in which Ares'
investment professionals have direct expertise.folh@wing is a representative list of the industrin which Ares has invested:

. Aerospace and Defen
. Airlines

. Broadcasting/Cable

. Cargo Transpol

. Chemicals

. Consumer Products

. Containers/Packagir

. Education

. Energy

. Environmental Services
. Farming and Agricultur
. Financial

. Food and Beverage

. Gaming

. Health Care

. Homebuilding




. Lodging and Leisur

. Manufacturing
. Metals/Mining
. Paper and Forest Products

. Printing/Publishing/Medii

. Retail
. Restaurants
. Supermarket and Drug

. Technology
. Utilities
. Wireless and Wireline Telecom
However, we may invest in other industifege are presented with attractive opportunities.

The industrial and geographic compositiohsur portfolio at fair value as of December 3208 and 2007 were as follows:

As of December 31

2008 2007
Industry
Health Care 20.2% 17.1%
Beverage/Food/Tobac« 12.5 6.2
Education 11.1 6.9
Other Service 7.4 5.8
Financial 7.C 9.9
Business Service 6.7 8.5
Retail 5.7 6.5
Environmental Service 4.1 4.9
Printing/Publishing/Medii 3.8 7.3
Manufacturing 3.8 4.7
Restaurant 3.6 4.2
Aerospace and Defen 3.C 2.5
Consumer Produc 3.C 5.6
Telecommunication 2.C 0.5
Cargo Transpol 14 0.8
Containers/Packagir 14 2.7
Computers/Electronic 1.2 2.C
Health Clubs 1.2 1.9
Grocery 1.C 15
Homebuilding 0.1 0.5
Total 100.% 100.(%




As of December 31

2008 2007
Geographic Region
Southeas 22.2% 18.2%
Mid-Atlantic 21.C 22.€
Midwest 20.€ 22.€
West 18.2 19.C
Internationa 14.1 12.7
Northeas 3.8 4.5
Total 100.(% 100.(%

In addition to such investments, we mayestwp to 30% of the portfolio in opportunistic @&¢ments of non-eligible portfolio companies.
Specifically, as part of this 30% basket, we masest in debt of middle market companies locatedidatof the United States, in investment
funds that are operating pursuant to certain ei@mepto the Investment Company Act, in advisersittilar investment funds and in debt and
equity of public companies that do not meet thénitedn of eligible portfolio companies becauseithmarket capitalization of publicly traded
equity securities exceeds the levels providedrfdhé Investment Company Act. We expect that tipesdic companies generally will have
debt that is non-investment grade. From time t@time may also invest in high yield bonds, whiclpateding on the issuer, may or may not be
included in the 30% basket.

Managed funds portfolio

Our wholly owned subsidiary, vy Hill Manaigient, manages a middle market credit fund, IvyIHih exchange for a 0.50% managen
fee on the average total assets of Ivy Hill I. H§l | primarily invests in first and second lierabk debt of middle market companies. Ivy Hill |
was initially funded in November 2007 with $404.0lion of capital including a $56.0 million investmt by the Company consisting of
$40.0 million of Class B notes and $16.0 millionsobordinated notes. Ivy Hill | purchased $68.0iorland $133.0 million of investments
from the Company for the years ended December@18 and 2007, respectively.

On November 5, 2008, we established a seouddle market credit fund, Ivy Hill I, which Blso managed by lvy Hill Management in
exchange for a 0.50% management fee on the avestdassets of lvy Hill 1l. Ivy Hill Il primarilyinvests in second lien and subordinated
bank debt of middle market companies. vy Hill lasvinitially funded with $250.0 million of subordited notes, and may grow over time with
leverage. Ivy Hill Il purchased $7.5 million of iestments from the Company during the year ende@er 31, 2008.

The Ivy Hill Funds may from time to timeyyadditional loans from the Company.

Ivy Hill Management is party to separate/ges agreement, referred to herein as the "ses\agreement,” with Ares Capital
Management. Pursuant to the services agreemerg,@apital Management provides lvy Hill Managemeithwffice facilities, equipment,
clerical, bookkeeping and record keeping servisesyices of investment professionals and othepetfiorm investment advisory, research and
related services, services of, and oversight aftatlians, depositories, accountants, attorneysnamiders and such other persons in any other
capacity deemed to be necessary. Ivy Hill Manageéméhreimburse Ares Capital Management for alltieé costs associated with such
services, including Ares Capital Management's alide portion of overhead and the cost of its of§and respective staff in performing its
obligations under the services agreement. The@Endgreement may be terminated by either parthowitpenalty upon 6@ays’ written notic
to the other party.




INVESTMENT SELECTION

Ares' investment philosophy was developest the past 18 years and has remained consistdmetevant throughout a number of
economic cycles. In managing the Company, Arest@hlgdianagement employs the same investment phitgsapd portfolio management
methodologies used by the investment professiarfalges in Ares' private investment funds.

Ares Capital Management's investment phjpby and portfolio management involve:

. an assessment of the overall macroeconomic enveohand financial markets;
. company-specific research and analysis; and
. with respect to each individual company, an emghasicapital preservation, low volatility and miraation of downside risk

The foundation of Ares' investment phildspjis intensive credit investment analysis, a plidfmanagement discipline based on both
market technicals and fundamental value-orientsdarech, and diversification strategy. Ares Capitahagement follows a rigorous process
based on:

. a comprehensive analysis of issuer creditworthinaskiding a quantitative and qualitative assesgroéthe issuer's busine:
. an evaluation of management and their economininess;

. an analysis of business strategy and industry $;eantl

. an ir-depth examination of capital structure, financésults and projection

Ares Capital Management seeks to identifse issuers exhibiting superior fundamental reskard profiles and strong defensible
business franchises while focusing on relative ealfithe security across the industry as well ashfe specific issuer.

Intensive due diligence

The process through which Ares Capital Mgmaent makes an investment decision involves extenssearch into the target company,
its industry, its growth prospects and its abitdywithstand adverse conditions. If the senior gtreent professional responsible for the
transaction determines that an investment oppdytshiould be pursued, Ares Capital Managementamifjage in an intensive due diligence
process. Approximately 30-40% of the investmenitially reviewed proceed to this phase. Though eashsaction will involve a somewhat
different approach, the regular due diligence stgpeerally to be undertaken include:

. meeting with the target company's management tamétsider's view of the business, and to prob@dtential weaknesses
business prospects;

. checking management's backgrounds and references;

. performing a detailed review of historical finarigi@rformance and the quality of earnin

. visiting headquarters and company operations aretingewith top and middle level executivi

. contacting customers and vendors to assess boiteksprospects and standard practices;

. conducting a competitive analysis, and comparimgidkuer to its main competitors on an operatingyicial, market share and

valuation basis;

. researching the industry for historic growth treads future prospects as well as to identify fuexi alternatives (including
Wall Street research, industry association liteeaand general news);

10




. assessing asset value and the ability of physifastructure and information systems to handlegated growth; an

. investigating legal risks and financial and accomgsystems
Selective investment process

Ares Capital Management employs Ares' Ietagrding, consistent investment approach, whiébcssed on selectively narrowing
investment opportunities through a process desigmétentify the most attractive opportunities.

After an investment has been identified difigence has been completed, a credit researdfaaalysis report is prepared. This report will
be reviewed by the senior investment professianaharge of the potential investment. If such seaia other investment professionals are in
favor of the potential investment, then it is fipgesented to an underwriting committee, whichoimprised of Mr. Arougheti and the partner
Ares Capital Management. If the underwriting contedtapproves of the potential investment it is thesented to the investment committee.
However, the portfolio managers of Ares Capital Bigement are responsible for the day-to-day managesfi¢he Company's portfolio.

After the investment is approved by theamditing committee, a more extensive due diligepiaeess is employed by the transaction
team. Additional due diligence with respect to amestment may be conducted on our behalf by aty@nindependent accountants, and other
third party consultants and research firms prightclosing of the investment, as appropriate oase by case basis. Approximately 7-10% of
all investments initially reviewed by the undenivriit committee will be presented to the investmammittee. Approval of an investment for
funding requires the consensus of the investmemntittee, including a majority of the members of &serving on the investment committee.

Issuance of Formal Commitment

Once we have determined that a prospeptivéfolio company is suitable for investment, werkvarith the management of that company
and its other capital providers, including senjonjor, and equity capital providers, to finalizeetstructure of the investment. We negotiate
among these parties to agree on how our investimenpected to perform relative to the other capitéhe portfolio company's capital
structure. Approximately 5% of the investmentsiatiiy reviewed eventually result in the issuancdasfal commitments.

Debt investments

We invest in portfolio companies primaiitythe form of first and second lien senior loand enezzanine debt. The first and second lien
senior loans generally have terms of three to Hdsy@Ve generally obtain security interests inabsets of our portfolio companies that will
serve as collateral in support of the repaymethefirst and second lien senior loans. This cetltmay take the form of first or second
priority liens on the assets of a portfolio company

We structure our mezzanine investments gmilnas unsecured, subordinated loans that prdeideelatively high, fixed interest rates that
provide us with significant current interest incarii@e mezzanine debt investments generally hawestef up to 10 years. These loans
typically have interest-only payments in the egears, with amortization of principal deferred he fater years of the mezzanine debt. In some
cases, we may enter into loans that, by their tecorsvert into equity or additional debt or defayments of interest (or at least cash interest)
for the first few years after our investment. Alsosome cases our mezzanine debt will be collétedby a subordinated lien on some or a
the assets of the borrower.
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In some cases, our debt investments mayigedor a portion of the interest payable to bgrpant-in-kind interest. To the extent interest
is payment-in-kind, it will be payable through tiherease of the principal amount of the loan byah®wunt of interest due on the then-
outstanding aggregate principal amount of such.ltrathe case of our first and second lien serdans and mezzanine debt, we tailor the te
of the investment to the facts and circumstancebefransaction and the prospective portfolio canyp negotiating a structure that aims to
protect our rights and manage our risk while crepincentives for the portfolio company to achiégdousiness plan and improve its
profitability. For example, in addition to seekiagenior position in the capital structure of oortfolio companies, we will seek, where
appropriate, to limit the downside potential of qurestments by:

. targeting a total return on our investments (intigdoth interest and potential equity apprecidtibat compensates us 1
credit risk;

. incorporating "put" rights, call protection and LOR floors into the investment structure; and

. negotiating covenants in connection with our inrrestts that afford our portfolio companies as muekilbility in managing

their businesses as possible, consistent with pratien of our capital. Such restrictions may imtguaffirmative and negative
covenants, default penalties, lien protection, geaof control provisions and board rights, inclgd@ither observation or
participation rights.

We generally require financial covenantd serms that require an issuer to reduce levethgesby enhancing credit quality. These
methods include: (i) maintenance leverage coverranisiring a decreasing ratio of indebtedness $b @aw; (i) maintenance cash flow
covenants requiring an increasing ratio of casw tio the sum of interest expense and capital expeed; and (iii)) indebtedness incurrence
prohibitions, limiting a company's ability to take additional indebtedness. In addition, by inahgdlimitations on asset sales and capital
expenditures we may be able to prevent a compamy éhanging the nature of its business or capétdin without our consent.

Our debt investments may include equityuies, such as warrants or options to buy a minorierest in the portfolio company. Warra
we receive with our debt investments may requily amominal cost to exercise, and thus, as a@attompany appreciates in value, we r
achieve additional investment return from this ggiriterest. We may structure the warrants to gteyrovisions protecting our rights as a
minority-interest holder, as well as puts, or rggtd sell such securities back to the portfolio pany, upon the occurrence of specified events.
In many cases, we also obtain registration rightonnection with these equity interests, which inajude demand and "piggyback"
registration rights.

Equity investments

Our equity investments may consist of preie equity that is expected to pay dividends caraent basis or preferred equity that does not
pay current dividends. Preferred equity generadly & preference over common equity as to dividanddistributions upon liquidation. In
some cases, we may acquire common equity. In geoerraequity investments are not control-orientacestments and in many cases we
acquire equity securities as part of a group ofgid equity investors in which we are not the liea@stor. Our equity investments have
generally been less than $20 million each but nrawgvith our capital availability and are usuallade in conjunction with loans we make to
these companies. In many cases, we will also obggjistration rights in connection with these egiterests, which may include demand and
"piggyback” registration rights.
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ON-GOING RELATIONSHIPS WITH AND MONITORING OF PORTFOLI O COMPANIES

Ares Capital Management closely monitorshdgavestment we make, maintains a regular dialagjtie both the management team and
other stakeholders and seeks specifically tailfirexhcial reporting. In addition, senior investmenbfessionals of Ares may take board seg
obtain board observation rights for our portfol@mmpanies. As of December 31, 2008, of our 91 furmletfolio companies, we were entitlec
board seats or board observation rights on 42%ebperating companies in our portfolio or 59% wf wtal portfolio at fair value.

We seek to exert significant influence giasestment, in addition to covenants and othetre@tual rights and through board
participation, when appropriate, by actively workiwith management on strategic initiatives. Werfteroduce managers of companies in
which we have invested to other portfolio compamdesapitalize on complementary business activiied best practices.

In addition to various risk management arahitoring tools, our investment adviser gradesctieglit status of all investments on a scale of
1to 4 no less frequently than quarterly. Thisaysts intended to reflect the performance of thefplio company's business, the collateral
coverage of the investment and other relevant factdnder this system, investments with a gradéiaf/olve the least amount of risk in our
portfolio. This portfolio company is performing alexpectations and the trends and risk factorgamerally favorable, including a potential
exit. Investments graded 3 involve a level of tiskt is similar to the risk at the time of origiiet. This portfolio company is performing as
expected and the risk factors are neutral to faleraAll new investments are initially assessedaalg of 3. Investments graded 2 involve a
portfolio company performing below expectations amticates that the investment risk has increasatnally since origination. This portfol
company may be out of compliance with debt coves)dmdwever, payments are generally not more th@ndags past due. For investments
graded 2, our investment adviser increases proesdarmonitor the portfolio company and will writewn the fair value of the investment if it
is deemed to be impaired. An investment gradeintlitates that the portfolio company is performmgterially below expectations and that
the investment risk has substantially increasecesarigination. Most or all of the debt covenames @ut of compliance and payments are
substantially delinquent. Investments graded Inatenticipated to be repaid in full and our invesnt adviser will reduce the fair market ve
of the investment to the amount our investmentsahanticipates will be recovered. Our investmelriseer employs half-point increments to
reflect underlying trends in portfolio company ogarg or financial performance, as well as the galneutlook. As of December 31, 2008, the
weighted average investment grade of the invessriardur portfolio was 2.9 and six loans were g or on non-accrual status.

COMPETITION

Our primary competition to provide finangito middle market companies include public angatg funds, commercial and investment
banks, commercial financing companies and privgtete funds. Many of our competitors are substdigtiarger and have considerably gre:
financial and marketing resources than we do. kample, some competitors may have access to fursdingces that are not available to us. In
addition, some of our competitors may have higtsdrtolerances or different risk assessments, wbathd allow them to consider a wider
variety of investments and establish more relatigpsthan us. Furthermore, many of our compet#oesnot subject to the regulatory
restrictions that the Investment Company Act imgase us as a BDC. We use the industry informatfofres’ investment professionals to
which we have access to assess investment riskdeaadnine appropriate pricing for our investmentgortfolio companies. In addition, we
believe that the relationships of the members @&sACapital Management's investment committees ftiek senior principals of Ares, enable
us to learn about, and compete effectively forafficing opportunities with attractive middle mar&etmpanies in the industries in which we
seek to invest. The Ares'
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professionals' deep and long-standing direct spae$ationships and the resulting proprietary testi®n opportunities that these relationships
often present provide valuable insight and acaesshsactions and information.

MARKET CONDITIONS

We do not currently have a material pipelim backlog in place. Due to increasing volatilityglobal markets, the availability of capital
and access to capital markets has been limitedl ¢dmistraints on raising new capital ease, wenidt® pursue other avenues of liquidity such
as adjusting the pace of our investments, becomioig selective in evaluating investment opportesijtpursuing asset sales, and/or recycling
lower yielding investments. We also intend to peradditional funds to manage at vy Hill Managem@stthe global liquidity situation and
market conditions evolve, we will continue to maniand adjust our approach to funding accordinigiywever, given the unprecedented na
of the volatility in the global markets, there damno assurances that these activities will beessfal. Moreover, if current levels of market
disruption and volatility continue or worsen, weuttbface materially higher financing costs. Consauly, our operating strategy could be
materially and adversely affected.

Consistent with the depressed market cmmditof the general economy, the stocks of BDCaraimdustry have been trading at near
historic lows as a result of concerns over liqyidiéverage restrictions and distribution requiraetseAs a result of the deterioration of the
market, several of our peers are no longer actitheé market and are winding down their investmemse decreased their distributions to
stockholders or have announced share repurchageapms. We cannot assure you that the market pesssue face will not have a material
adverse effect on our business, financial conditiod results of operations.

See "Risk Factors—Risks Related to Our mBess."
MANAGERIAL ASSISTANCE

As a BDC, we offer, and must provide upequest, managerial assistance to our portfolio eones. This assistance could involve,
among other things, monitoring the operations afpmirtfolio companies, participating in board andmagement meetings, consulting with and
advising officers of portfolio companies and pramglother organizational and financial guidance. W&y receive fees for these services.

INVESTMENT ADVISORY AND MANAGEMENT AGREEMENT
Management service

Ares Capital Management serves as our imexst adviser and is registered as an investmefigexdunder the Advisers Act. Subject to
overall supervision of our board of directors, itmeestment adviser manages the daykgy-operations of, and provides investment advisoc
management services to, Ares Capital. Under tlest@f the investment advisory and management agneterres Capital Management:

. determines the composition of our portfolio, théuna and timing of the changes to our portfolio #mel manner of implementi
such changes;

. identifies, evaluates and negotiates the struafitke investments we make (including performing diligence on ou
prospective portfolio companies);

. closes and monitors the investments we make

. determines the securities and other assets thptivebase, retain or se
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Ares Capital Management was initially fodrte provide investment advisory services to usighds not previously provided investment
advisory services to anyone else. However, itsisesvo us under the investment advisory and manageagreement are not exclusive, and it
is free to furnish similar services to other easti

The sole member of Ares Capital ManagernsAtes Management LLC ("Ares Management”), an jpahelent international investment
management firm. Ares funds, including funds maddgeAres Management, have approximately $29 hilbbtotal committed capital.

Management fee

Pursuant to the investment advisory andagament agreement with Ares Capital Managemensabjgct to the overall supervision of
our board of directors, Ares Capital Managemenvides investment advisory services to the Compkay providing these services, Ares
Capital Management receives a fee from us, congisti two components—a base management fee anttantive fee. The base management
fee is calculated at an annual rate of 1.5% bardt@average value of our total assets (otherdhah or cash equivalents but including assets
purchased with borrowed funds) at the end of theertvest recently completed calendar quarters. The bmnagement fee is payable quarterly
in arrears.

The incentive fee has two parts. One gachiculated and payable quarterly in arrears baseulir pre-incentive fee net investment
income for the quarter. Pre-incentive fee net ihmesit income means interest income, dividend incantkany other income (including any
other fees such as commitment, origination, stmiregy diligence and consulting fees or other féed tve receive from portfolio companies but
excluding fees for providing managerial assistaaoeyued during the calendar quarter, minus operakpenses for the quarter (including the
base management fee, any expenses payable undeinti@stration agreement, and any interest expandalividends paid on any outstanc
preferred stock, but excluding the incentive f&g-incentive fee net investment income includethé case of investments with a deferred
interest feature such as market discount, debiimstnts with payment-in-kind interest, preferreat&twith payment-in-kind dividends and
zero coupon securities, accrued income that we hat/get received in cash. The investment adviseot under any obligation to reimburse
for any part of the incentive fee it received tais based on accrued interest that we never acreakive.

Preincentive fee net investment income does not irekuay realized capital gains, realized capitaldess unrealized capital apprecial
or depreciation. Because of the structure of tkertive fee, it is possible that we may pay anritive fee in a quarter where we incur a loss.
For example, if we receive pre-incentive fee neegiment income in excess of the hurdle rate (satebelow) for a quarter, we will pay the
applicable incentive fee even if we have incurrédsa in that quarter due to realized and unredlcapital losses.

Preincentive fee net investment income, expressedrateaf return on the value of our net assetdr{ddfas total assets less indebted
and before taking into account any incentive fesasaple during the period) at the end of the immtetligpreceding calendar quarter, is
compared to a fixed "hurdle rate" of 2.00% per tpratf market interest rates rise, we may be &blavest our funds in debt instruments that
provide for a higher return, which would increase pre-incentive fee net investment income and niiadasier for our investment adviser to
surpass the fixed hurdle rate and receive an ineefge based on such net investment income. Quinmentive fee net investment income
used to calculate this part of the incentive feglss included in the amount of our total assetfsefothan cash and cash equivalents but
including assets purchased with borrowed fundsjl teealculate the 1.5% base management fee.
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We pay the investment adviser an incerfieewith respect to our pre-incentive fee net ibmesnt income in each calendar quarter as
follows:

. no incentive fee in any calendar quarter in whiwh pre-incentive fee net investment income does not exteeturdle rate

. 100% of our pre-incentive fee net investment incavith respect to that portion of such pneentive fee net investment incor
if any, that exceeds the hurdle rate but is leaa t150% in any calendar quarter. We refer toghition of our pre-incentive fee
net investment income (which exceeds the hurdiebat is less than 2.50%) as the "catch-up" promistThe catch-up is meant
to provide our investment adviser with 20% of the-incentive fee net investment income as if a leurate did not apply if this
net investment income exceeds 2.50% in any calequtater; and

. 20% of the amount of our f-incentive fee net investment income, if any, thateeds 2.50% in any calendar quatr
These calculations are adjusted for anyesisguances or repurchases during the quarter.

The second part of the incentive fee (Bagital Gains Fee"), is determined and payablereaas as of the end of each calendar year (or
upon termination of the investment advisory and ag@ment agreement, as of the termination datejsegalculated at the end of each
applicable year by subtracting (a) the sum of tlnecomulative aggregate realized capital lossesaggdegate unrealized capital depreciation
from (b) our cumulative aggregate realized cagjtahs, in each case calculated from October 8, 2084ch amount is positive at the end of
such year, then the Capital Gains Fee for suchigesqual to 20.0% of such amount, less the agtgegaount of Capital Gains Fees paid ir
prior years. If such amount is negative, then tiere Capital Gains Fee for such year.

The cumulative aggregate realized capaaigare calculated as the sum of the differentpssitive, between (a) the net sales price of
each investment in our portfolio when sold andtig) accreted or amortized cost basis of such imezst

The cumulative aggregate realized capitsdes are calculated as the sum of the amountsioi \(a) the net sales price of each
investment in the Company's portfolio when solk#s than (b) the accreted or amortized cost lodisisch investment.

The aggregate unrealized capital deprecias calculated as the sum of the differencasedfative, between (a) the valuation of each
investment in the Company's portfolio as of theligaple Capital Gains Fee calculation date andhb)accreted or amortized cost basis of :
investment.

We defer cash payment of any incentiveotberwise earned by the investment adviser if dutfire most recent four full calendar quarter
period ending on or prior to the date such payneettt be made the sum of (a) the aggregate disimitito the stockholders of the Company
and (b) the change in net assets (defined asassaits less indebtedness and before taking intmatcany incentive fees payable during the
period) is less than 8.0% of our net assets abélgénning of such period. These calculations wepg@priately pro rated during the first three
calendar quarters following October 8, 2004 andbaljasted for any share issuances or repurchasesf. Becember 31, 2008, $25.3 million in
incentive management fees had been deferred pdrsutre investment advisory and management agneieme

Payment of our expense

All investment professionals of the investrhadviser and its staff when and to the extegaged in providing investment advisory and
management services, and the compensation andeaunterhead expenses of such personnel allocabletoservices, are provided and paid
for by Ares Capital
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Management, (not including services provided to @ingur portfolio companies pursuant to separatdrectual agreements, like vy Hill
Management). We bear all other costs and experises operations and transactions, including theteating to: rent; organization; calculati
of our net asset value (including the cost and egee of any independent valuation firm); expensesried by Ares Capital Management
payable to third parties, including agents, comsu#t or other advisers, in monitoring our finaneiadl legal affairs and in monitoring our
investments and performing due diligence on ouspective portfolio companies; interest payablemmiebtedness, if any, incurred to finance
our investments; offerings of our common stock atiger securities; investment advisory and managefeen; administration fees; fees
payable to third parties, including agents, comsft or other advisers, relating to, or associaféid evaluating and making investments;
transfer agent and custodial fees; registratiog; fiesting fees; taxes; independent directors' feebexpenses; costs of preparing and filing
reports or other documents of the SEC; the costqpfreports, proxy statements or other noticesdokholders, including printing costs; to
extent we are covered by any joint insurance pegicour allocable portion of the insurance premitonsuch policies; direct costs and
expenses of administration, including auditor aeghl costs; and all other expenses incurred by Ases Administration in connection with
administering our business, such as our allocadttiom of overhead under the administration agreeniecluding our allocable portion of the
salary and cost of our officers (including our ¢liempliance officer, chief financial officer, setary and treasurer) and their respective staffs
(including travel).

Duration and termination

At a meeting of our board of directors @bFuary 24, 2006, the current investment advisad/rmanagement agreement was approved by
our board of directors with the recommendation thatkholders of the Company vote to approve thieeagent. A discussion regarding the
basis for our board of directors' approval is alae in our proxy statement for our 2006 annuatidiolders meeting. Our stockholders
approved the investment advisory and managemeeéeagmt on May 30, 2006, which was entered intouoe 1, 2006. Unless terminated
earlier, the investment advisory and managemereagent will automatically renew for successive ahperiods if approved annually by our
board of directors or by the affirmative vote oé tholders of a majority of our outstanding votiegwrities, including, in either case, approval
by a majority of our directors who are not inteeglspersons.

At a meeting of the board of directorsted Company held on May 29, 2008, the board of thrscincluding all of the directors who are
not "interested persons" of the Company as defindide Investment Company Act, voted to approvecthrtinuation of the investment
advisory and management agreement through Jur@®®, Zhe independent directors had the opportdaitonsult in executive session with
counsel to the Company regarding the approval df sigreement. In reaching a decision to approvénthestment advisory and management
agreement, the board of directors reviewed a saamif amount of information and considered, amahgrothings:

(i) the nature, extent and quality af tidvisory and other services to be provided tcCiv@pany by the investment adviser;
(i) the investment performance of then@pany and the investment adviser;

(iii) the costs of the services to be jded by the investment adviser (including managerfess, advisory fees and expense
ratios) and the profits realized by the investnaghtiser;

(iv) the limited potential for economiefsstale in investment management associated wélgar capital base for investments in
first and second lien senior loans and mezzanibéated whether such limited economies of scale dbehefit our stockholders;

(v) our investment adviser's estimatemfprma profitability with respect to managing us;
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(vi) the limited potential for additionlénefits to be derived by our investment adviseritmaffiliates as a result of our
relationship with our investment adviser; and

(vii) various other matters.

In approving the continuation of the invesht advisory and management agreement, the béditkeotors, including all of the directors
who are not "interested persons," made the follgwionclusions:

. Nature, Extent and Quality of Services The board of directors considered the naturesrgxdnd quality of the investment
selection process employed by our investment adursguding the flow of transaction opportunitiesulting from Ares Capital
Management's investment professionals' significapttal markets, trading and research expertigeethployment of Ares
Capital Management's investment philosophy, dil@geprocedures, credit recommendation process,tmess structuring, and
ongoing relationships with and monitoring of poliiccompanies, in light of the investment objectofehe Company. The boe
of directors also considered our investment ad\@garsonnel and their prior experience in connaatiith the types of
investments made by us, including such personnetisork of relationships with intermediaries foadig® middle market
companies. In addition, the board of directors @m®red the other terms and conditions of the inaest advisory and
management agreement. The board of directors cdedlthat the substantive terms of the investmevisary and management
agreement (other than the fees payable thereuntiaah the board of directors reviewed separatéhgjuding the services to be
provided, are generally the same as those of cabfsbusiness development companies describe@ iavifilable market data
and that it would be difficult to obtain similarrgeees on a comparable basis from other third psetyices providers or through
an internally managed structure. In addition, tbard of directors considered the fact that we hheebility to terminate the
investment advisory and management agreement wigiemalty upon 60 days' written notice to the invent adviser. The
board of directors further concluded that our inment adviser is served by a dedicated originggam of investment
professionals, and that these investment profealsidrave historically focused on investments indi@dnarket companies and
have developed an investment process and an extamstiwork of relationships with intermediariesdsed on middle market
companies, which experience and relationships aénweith our investment objective and generallyaar exceed those of the
management teams of other comparable businessogeveht companies described in the available maldat

. Investment Performance. The board of directors reviewed the I-term and sho-term investment performance of 1
Company and the investment adviser, as well as acatige data with respect to the long-term andtsteom investment
performance of other business development companigsheir externally managed investment advigérs.board of directors
concluded that the investment adviser was deligemsults consistent with the investment objectivthe Company and that t
Company's investment performance was generallyeabograge when compared to comparable busineskopmant
companies.

. Costs of the Services Provided to the Company antie Profits Realized by the Investment AdviseiThe board of director
considered comparative data based on publicly availinformation with respect to services rendened the advisory fees
(including the management fees and incentive feks)her business development companies with sirrilgestment objectives,
our projected operating expenses and expensecatipared to other business development companthssimiilar investment
objectives, as well as the administrative servtbas our administrator will provide to us at cddased upon its review, the bo:
of directors concluded that the fees to be paiceutite investment advisory and management agreeanegenerally equal to
less than those payable under agreements of cobipdmasiness
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development companies described in the availabl&ehdata. In addition, the board of directors doded that our expected
expenses as a percentage of net assets attribtdadenmon stock are generally equal to or less thase typically incurred by
comparable business development companies desdniltled available market data.

. Economies of Scale The board of directors considered informationuatibe potential of stockholders to experience eotrs
of scale as the Company grows in size. The boadire€tors considered that because there are rad lpants in the investment
adviser's fees, any benefits resulting from thewjian the Company's assets where the Companyd firsts did not increase
proportionately, would not inure to the benefitloé stockholders. The Company also consideredtkajrowth of the
Company's portfolio has been originated by thestwment adviser and that increased expenses haveetes connection with
such growth.

. Profitability of the Investment Adviser. The board of directors concluded that the invesinadviser's pro forma profitability
with respect to managing us was generally lessttiaprofitability of investment advisers managawgnparable business
development companies described in the availablkehdata and noted in particular that the managéerfee is 1.50%
(compared to 2.00% for many of the Company's coitgps} and is not paid on cash or cash equivalesis by the Company;

. Additional Benefits Derived by the Investment Advier. The board of directors concluded that therenmtéid potential foi
additional benefits, such as soft dollar arrangdmesith brokers, to be derived by our investmentiset and its affiliates as a
result of our relationship with our investment asvi and

. Other Matters Considered. The board of directors considered the interefst®nior management and concluded tha
judgment and performance of our senior managemimat be impaired by those interests.

In view of the wide variety of factors thatr board of directors considered in connectiotits evaluation of the investment advisory
management agreement, it is not practical to gfyaméink or otherwise assign relative weights t® $pecific factors it considered in reaching
its decision. The board of directors did not unalegtto make any specific determination as to whiethg particular factor, or any aspect of
particular factor, was favorable or unfavorablé¢h® ultimate determination of the board of direst@ather, our board of directors based its
approval on the totality of information presentedand the investigation conducted by, it. In cdaging the factors discussed above, individual
directors may have given different weights to diéfe factors.

Based on the information reviewed and #wtdrs discussed above, our directors (includingefdirectors who are not "interested
persons”) concluded that the terms of the investrmévisory and management agreement, includindetheates thereunder, are fair and
reasonable in relation to the services providedappioved the continuation of the investment adyismd management agreement with the
investment adviser as being in the best interddteeoCompany and its stockholders.

The investment advisory and managemeneageat will automatically terminate in the evenitefassignment. The investment advisory
and management agreement may be terminated by péhg without penalty upon 60 days' written netio the other.

Conflicts of interest may arise if our istment adviser seeks to change the terms of oesiment advisory and management agreement,
including, for example, the terms for compensatiamy material change to the investment advisory matiagement agreement must be
submitted to stockholders for approval under theestment Company Act and we may from time to tireeide it is appropriate to seek
stockholder approval to change the terms of theeagent. See "Risk
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Factors—Risks Relating to our Business—We are digr@rupon Ares Capital Management's key persommnelur future success and upon
their access to Ares investment professionals."

Indemnification

The investment advisory and managementeageat provides that, absent willful misfeasancd,faéh or gross negligence in the
performance of its duties or by reason of the rexkidisregard of its duties and obligations, Aragital Management, its members and their
respective officers, managers, partners, agentslogees, controlling persons, members and any q@teson or entity affiliated with it are
entitled to indemnification from the Company foryadamages, liabilities, costs and expenses (inetudtasonable attorneys' fees and amounts
reasonably paid in settlement) arising from thelezimg of Ares Capital Management's services utfdemvestment advisory and managen
agreement or otherwise as an investment advisieaCompany.

Organization of the Investment Adviser

Ares Capital Management LLC is a Delawarsgtéd liability company that is registered as angstment adviser under the Advisers Act.

The principal executive offices of Ares Capital Mgement are located at 2000 Avenue of the Star&, Bor, Los Angeles, California
90067.

ADMINISTRATION AGREEMENT

We are also party to a separate administraigreement, referred to herein as the admitiistragreement, with Ares Operations LLC
("Ares Administration” or the "administrator"), affiliate of our investment adviser. Our board okdtors approved the continuation of our
administration agreement on May 29, 2008, whiclerdéd the term of the agreement until June 1, 200&uant to the administration
agreement, Ares Administration furnishes us witficefequipment and clerical, bookkeeping and re¢e®ping services. Under the
administration agreement, Ares Administration gledforms, or oversees the performance of, our requdministrative services, which
include, among other things, being responsibléHerfinancial records that we are required to na@inand preparing reports to our
stockholders and reports filed with the SEC. Initiaid, Ares Administration assists us in determinand publishing our net asset value,
oversees the preparation and filing of our taxrretwand the printing and dissemination of repartsur stockholders, and generally oversee
payment of our expenses and the performance ofrastnaitive and professional services rendered toyusthers. Payments under the
administration agreement are equal to an amoumdoagon our allocable portion of Ares Administratiooverhead in performing its
obligations under the administration agreementutting our allocable portion of the cost of ouricdfrs (including our chief compliance
officer, chief financial officer, secretary andaseirer) and their respective staffs. The administraagreement may be terminated by either
party without penalty upon 60-days' written noticghe other party.

Indemnification

The administration agreement provides thiasent willful misfeasance, bad faith or negligeircthe performance of its duties or by re¢
of the reckless disregard of its duties and ohiliget Ares Administration, its members and thespeztive officers, managers, partners, agents,
employees, controlling persons, members and arer gierson or entity affiliated with it are entitleindemnification from the Company for
any damages, liabilities, costs and expenses @limgureasonable attorneys' fees and amounts rdalggred in settlement) arising from the
rendering of Ares Administration's services under administration agreement or otherwise as adtranis for the Company.
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LEVERAGE

On November 3, 2004, through our wholly edrsubsidiary, Ares Capital CP Funding LLC ("Arezpifal CP"), we entered into a
revolving facility (the "CP Funding Facility") theés amended, allows Ares Capital CP to issue &350 million of variable funding
certificates ("VFC").

Under the CP Funding Facility, funds ar@nled to Ares Capital CP by or through Wachovia taaplarkets, LLC at prevailing
commercial paper rates, or if the commercial paparket is at any time unavailable at prevailing OIB rates, plus, in each case, an applicable
spread. The funds are used for the simultaneouwhpse by Ares Capital CP from the Company of loaestments originated or otherwise
acquired by the Company. Through this simultangaushase from the Company by Ares Capital CP wittd$ obtained by Ares Capital CP
from the CP Funding Facility, the Company is ableltain the benefits of the CP Funding Facility.

As part of the CP Funding Facility, we aubject to limitations as to how borrowed funds rbayused including restrictions on geogra
concentrations, sector concentrations, loan segment frequency and status, average life, cofiateterests and investment ratings as well as
regulatory restrictions on leverage which may dffae amount of funds that Ares Capital CP mayiabfBhere are also certain requirements
relating to portfolio performance, including reqedrminimum portfolio yield and limitations on dedmencies and charge-offs, violation of
which could result in the early amortization of (BB Funding Facility and limit further advances enthe CP Funding Facility and in some
cases could be an event of default. Such limitatioequirements, and associated defined termssgregided for in the documents governing
the CP Funding Facility. The CP Funding Facilitgtheduled to expire on July 21, 2009.

The interest rate charged on the fundirizaged on the commercial paper rate plus 250 paBits and payable quarterly. As of
December 31, 2008, the commercial paper rate V&2 2%. The commitment fee for any unused portidrikedCP Funding Facility is 0.5%.

As of December 31, 2008, the principal ani@mutstanding under the CP Funding Facility wabs453 million.

On December 28, 2005, we entered into seacured revolving facility (the "Revolving CieBacility" and together with the CP
Funding Facility, the "Facilities") with the lendeparty thereto and JPMorgan Chase Bank, N.A. dmsidistrative Agent, together with
various supporting documentation, including a goes@ and security agreement.

Under the Revolving Credit Facility, thadkers initially agreed to extend credit to Ares i@dpn an initial aggregate principal amount not
exceeding $250.0 million at any one time outstagdirhe Revolving Credit Facility provides also fesuing letters of credit. The Revolving
Credit Facility is a five-year revolving facilityvith a stated maturity date of December 28, 201d)with certain exceptions is secured by
substantially all of the assets in our portfolith@r than investments held by Ares Capital CP uttteiICP Funding Facility and investments
held by ARCC CLO under the Debt Securitization {fged below)). The Revolving Credit Facility alsalindes an "accordion" feature that
allows us to increase the size of the Revolvingd@reacility under certain circumstances. In Novem®007, the aggregate principal amour
the Revolving Credit Facility was increased to $81illion and the "accordion" feature was amenakalving us to increase the size of the
Revolving Credit Facility to a maximum of $765.0llioh under certain circumstances. On January R092pursuant to the "accordion”
feature, the aggregate principal amount availatmdérrowing under the Revolving Credit Facility svacreased to $525.0 million.

Subject to certain exceptions, the interatst payable under the Revolving Credit Facikity 00 basis points over LIBOR and the
commitment fee for unused portions of the creditlitg is 0.20%.
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As of December 31, 2008, the principal ami@utstanding under the Revolving Credit Fachiitgs $480.5 million. In addition, as of
December 31, 2008, the Company had $16.7 millicstandby letters of credit issued through the RerglCredit Facility.

Under the Revolving Credit Facility, we lkawnade certain representations and warrantiesrangguired to comply with various
covenants, reporting requirements and other custoreguirements for similar revolving credit fatiis, including, without limitation,
covenants related to: (a) limitations on the ineoce of additional indebtedness and liens, (b)éiticins on certain investments, (c) limitations
on certain restricted payments, (d) maintainingain minimum stockholders' equity, (e) maintagnanratio of total assets (less total
liabilities) to total indebtedness, of Ares Capdal its subsidiaries, of not less than 2.0:1)dn@intaining minimum liquidity, and
(g) limitations on the creation or existence ofesgnents that prohibit liens on certain propertie&res Capital and its subsidiaries.

In addition to the asset coverage raticdlesd above, borrowings under the Revolving CrEditility (and the incurrence of certain other
permitted debt) will be subject to compliance vatborrowing base that will apply different advanates to different types of assets in our
portfolio. The Revolving Credit Facility also indes usual and customary events of default for seeicured revolving credit facilities of this
nature.

On July 7, 2006, through our wholly owneel@vare subsidiary, ARCC CLO 2006 LLC ("ARCC CLOR®e completed a $400.0 million
debt securitization (the "Debt Securitization") wdapproximately $314.0 million principal amountasiset-backed notes (including
$50.0 million revolving notes, all of which was dra down as of December 31, 2008) (the "CLO Note&fe issued to third parties and
secured by a pool of middle market loans that leen purchased or originated by the Company. Véénet approximately $86.0 million of
certain BBB and nomated securities in the Debt Securitization (thetéihed Notes"). The blended pricing of the CLOd$oexcluding fees,
approximately 3-month LIBOR plus 34 basis pointse Debt Securitization is an on-balance-sheet &imgnfor the Company. As of
December 31, 2008, $314.0 million was outstandimdeun the Debt Securitization (excluding the RetdiNetes). The CLO Notes mature on
December 20, 2019.

We intend to continue borrowing under tlaeikties and our CLO Notes in the future and weynmerease the size of the Facilities or
otherwise issue debt securities or other evideatawlebtedness in the future.

STAFFING

We do not currently have any employeesdmdot expect to have any employees. Services s&gefor our business are provided by
individuals who are employees of Ares Capital Marmagnt and Ares Administration, pursuant to the geofithe management agreement and
the administration agreement. Each of our execuiffieers is an employee of Ares Administration amdAres Capital Management. Our day-
to-day investment operations are managed by our imergtadviser. Most of the services necessary othgination and administration of
investment portfolio are provided by investmentfpssionals employed by Ares Capital Managements apital Management has
31 investment professionals who focus on origimatind transaction development and the ongoing imdmit of our investments. In addition,
we reimburse Ares Administration for our allocaptation of expenses incurred by it in performirgyabligations under the administration
agreement, including our allocable portion of thsetwf our officers (including our chief compliana#icer, chief financial officer, secretary
and treasurer) and their respective staffs.

REGULATION

We have elected to be regulated as a Buemthe Investment Company Act and have electée toeated as a RIC under Subchapter M
of the Code. As with other companies regulatechiey t
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Investment Company Act, a BDC must adhere to gedabstantive regulatory requirements. The Investr@empany Act contains
prohibitions and restrictions relating to transaiesi between BDCs and their affiliates (including avestment advisers or sub-advisers),
principal underwriters and certain affiliates obse affiliates or underwriters. Among other things,cannot invest in any portfolio company
which any of the funds managed by Ares currentlydrainvestment (although we may co-invest on gwweant basis with other funds
managed by Ares, subject to compliance with exgstegulatory guidance, applicable regulations amdatiocation procedures). Some of these
co-investments would only be permitted pursuarart@xemptive order from the SEC. We have appliedficexemptive order from the SEC
that would permit us to co-invest with funds marthfyg Ares. Any such order will be subject to certi@rms and conditions. There is no
assurance that the application for exemptive relidfbe granted by the SEC. Accordingly, we canassure you that the Company will be
permitted to co-invest with funds managed by ABee "Risk Factors—Risks Relating to Our Businesse-Cbmpany may not replicate Ares'
historical success and our ability to enter inemgactions with Ares and our other affiliates &nieted."

The Investment Company Act also requires éhmajority of the directors be persons othen tligterested persons,” as that term is def
in the Investment Company Act. In addition, thedstment Company Act provides that we may not chaémg@ature of our business so as to
cease to be, or to withdraw our election as, a BDIess that change is approved by a majority ofootistanding voting securities. Under the
Investment Company Act, the vote of holders of ajority" means the vote of the holders of the lesde(i) 67% or more of the outstanding
shares of the Company's common stock present aeting or represented by proxy if holders of mbient50% of the shares of the Compa
common stock are present or represented by proki) onore than 50% of the Company's outstandireye$ of common stock.

We may invest up to 100% of our asset®austies acquired directly from issuers in prilatgegotiated transactions. With respect to
such securities, we may, for the purpose of pulelale, be deemed an "underwriter” as that texefised in the Securities Act of 1933 (the
"Securities Act"). Our intention is to not writee(§ or buy put or call options to manage risksoagsted with the publicly traded securities of
our portfolio companies, except that we may enmitr hedging transactions to manage the risks aggocwith interest rate and currency
fluctuations. However, we may purchase or othenngseive warrants to purchase the common stockiioportfolio companies in connection
with acquisition financing or other investment. 8arly, in connection with an acquisition, we magqaire rights to require the issuers of
acquired securities or their affiliates to repusgnghem under certain circumstances. We also dimtestd to acquire securities issued by any
investment company that exceed the limits imposethé Investment Company Act. Under these limits,ggnerally cannot acquire more than
3% of the voting stock of any investment comparsydefined in the Investment Company Act), investartban 5% of the value of our total
assets in the securities of one investment compaimnwest more than 10% of the value of our tosslets in the securities of investment
companies in the aggregate. With regard to thatgroof our portfolio invested in securities issusdinvestment companies, it should be nc
that such investments might subject our stockhslteadditional expenses. None of these are fundeaigolicies, and they may be changed
without stockholder approval.

PRIVACY PRINCIPLES

We are committed to maintaining the privatpur stockholders and to safeguarding their poblic personal information. The following
information is provided to help you understand wietsonal information we collect, how we proteetttinformation and why, in certain cases,
we may share information with select other parties.
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Generally, we do not receive any non-pupécsonal information relating to our stockholdalthough certain non-public personal
information of our stockholders may become avaddblus. The non-public personal information thatmay receive falls into the following
categories:

. information we receive from stockholders, whethernaceive it orally, in writing or electronicallyhis includes stockholders'
communications to us concerning their investment;

. information about stockholders' transactions astbhy with us; an

. other general information that we may obtain alotkholders, such as demographic information.
We do not disclose any non-public persamfakrmation about our stockholders or former stamilers to anyone, except:

. to our affiliates (such as our investment adviget administrator) and their employees that hawegdiinate business need |
the information;

. to our service providers (such our accountanterragl/s, custodians, broker-dealers and marketingsjiand their employees as
is necessary to service recordholder accountsheretse provide the applicable service; or

. as allowed or required by applicable law or redatai

Any party that receives this informatioriagree to use it only for the services requirad as allowed by applicable law or regulation.
These parties will agree not to share this inforomedr use it for any other purpose. In additioe, maintain physical, electronic and procedural
safeguards designed to protect the non-public patsoformation of our stockholders.

AVAILABLE INFORMATION

We file with or submit to the SEC annualagerly and current periodic reports, proxy stasta and other information meeting the
informational requirements of the Securities Ex@®Act of 1934 (the "Exchange Act"). This inforneatiis available free of charge by calling
us collect at (310) 201-4200 or on our websitenatv.arescapitalcorp.con¥.ou also may inspect and copy these reports, psta¢gments and
other information, as well as the Annual Report eldted exhibits and schedules, at the Publicieet® Room of the SEC at 100 F Street,
NE, Washington, D.C. 20549. You may obtain inforiman the operation of the Public Reference Rogmalling the SEC at-800-SEC-
0330. The SEC maintains an Internet site that cosit@ports, proxy and information statements ahéranformation filed electronically by us
with the SEC which are available on the SEC's hesite atvww.sec.gov Copies of these reports, proxy and informati@ateshents and oth
information may be obtained, after paying a dupiicafee, by electronic request at the followingraeHl addresspublicinfo@sec.goyor by
writing the SEC's Public Reference Room, 100 FeStidE, Washington, D.C. 20549.
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Iltem 1A. Risk Factors
RISK FACTORS

You should carefully consider these risk factavgether with all of the other information includedthis Annual Report on Form 10-K,
including our consolidated financial statements &nel related notes thereto, before you decide vengthmake an investment in our securit
The risks set out below are not the only risksage fAdditional risks and uncertainties not curigiknown to us or that we currently deem to
be immaterial also may materially adversely affaat business, financial condition and/or operatiegults. If any of the following events
occur, our business, financial condition and reswf operations could be materially adversely affdcin such case, the net asset value of our
common stock and the trading price of our secugitieuld decline, and you may lose all or part afryimvestment.

RISKS RELATING TO OUR BUSINESS

Capital markets are currently in a period of disruption and instability. These market conditions havematerially and adversely affected
debt and equity capital markets in the United State, which has had, and may continue to have, a negat impact on our business and
operations.

Beginning in 2007 and continuing as of dlage of this Annual Report, the U.S. capital maslezttered into a period of disruption as
evidenced by a lack of liquidity in the debt cabiterkets, significant write-offs in the financiegrvices sector, the re-pricing of credit risk in
the broadly syndicated credit market and the failirmajor financial institutions. Despite actiafghe United States federal government, t
events have contributed to worsening general ecanoomditions that are materially and adverselyactng the broader financial and credit
markets and reducing the availability of debt aqdity capital for the market as a whole and finahservices firms in particular. These
conditions could continue for a prolonged periodimie or worsen in the future. While these condisipersist, we and other companies in the
financial services sector may have to access aligmmarkets for debt and equity capital in ortdegrow. Equity capital may be difficult to
raise because, subject to some limited exceptivasgre not generally able to issue and sell oumgomstock at a price below net asset value
per share. In addition, the debt capital that élavailable, if at all, may be at a higher cost an less favorable terms and conditions in the
future. Any continued inability to raise capitalutd have a negative effect on our business, firsmcindition and results of operations.

Moreover, current market conditions may endldifficult to extend the maturity of or refine@ our existing indebtedness and any failure
to do so could have a material adverse effect erbosiness. For example, the CP Funding Faciliscleeduled to mature on July 21, 2009. We
are currently discussing an extension of the migtdate of this Facility. If we are unable to obtain extension, after the maturity of the CP
Funding Facility the administrative agent or thestee may elect to exercise various remedies,dimguhe sale of all or a portion of the
collateral securing the Facility after providingwish at least 90-days prior notice of its intentio sell collateral. The illiquidity of our
investments may make it difficult for us to selthunvestments if required. As a result, we mayizeaignificantly less than the value at wh
we have recorded our investments.

As a BDC, we are generally not able toésadditional shares of our common stock at a peise than net asset value without first
obtaining approval for such issuance from our dtotdkers and our independent directors. In additbam,ability to incur indebtedness is limi
by applicable regulations such that our asset @meeras defined in the Investment Company Act, rgsal at least 200% immediately after
each time we incur indebtedness.

Capital markets volatility also affects awestment valuations. While most of our investisaare not publicly traded, applicable
accounting standards require us to assume asfpaut galuation
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process that our investments are sold in a prihafaaket to market participants (even if we planhefding an investment through its maturi
As a result, volatility in the capital markets adversely affect our valuations.

As a result, in periods of extreme volgtind dislocation in the capital markets, many BRaCe facing a challenging environment in
which to raise capital. As a result of the recagmiicant changes in the capital markets affectig ability to raise capital, the pace of our
investment activity has slowed. In addition, sigrgiht changes in the capital markets, includingréoent extreme volatility and disruption, has
had and may continue to have a negative effechewaluations of our investments, and on the piatieiotr liquidity events involving such
investments. An inability to raise capital (incladito renew or replace the CP Funding Facility wither indebtedness), and any required sale
of all or portion of our investments as a resudyld have a material adverse impact on our busiffiesscial condition and results of
operations.

A failure on our part to maintain our status as a BDC would significantly reduce our operating flexiblity.

If we do not continue to qualify as a BD@& might be regulated as a closed-end investmenpany under the Investment Company Act,
which would subject us to additional regulatorytrieions and significantly decrease our operaflagibility.

We are dependent upon Ares Capital Management's kegyersonnel for our future success and upon their @ess to Ares investment
professionals.

We depend on the diligence, skill and neknaf business contacts of the members of Arest@hljdianagement's investment committee.
We also depend, to a significant extent, on Aregit@aManagement's access to the investment piiofesls of Ares and the information and
deal flow generated by Ares' investment profesdsimathe course of their investment and portfalianagement activities. Our future success
depends on the continued service of Ares Capitaldgament's investment committee. The departurayobhthe members of Ares Capital
Management's investment committee, or of a sigaitiemumber of the investment professionals or pastof Ares, could have a material
adverse effect on our ability to achieve our inmesit objective. In addition, we cannot assure yat Ares Capital Management will remain
our investment adviser or that we will continuénve access to Ares' investment professionals arfiormation and deal flow.

Our financial condition and results of operations @pend on our ability to manage future growth effeavely.

Our ability to achieve our investment olijee depends on our ability to acquire suitableegtments and monitor and administer those
investments, which depends, in turn, on Ares Chpienagement's ability to identify, invest in andmitor companies that meet our investn
criteria.

Accomplishing this result on a cost-effeetbasis is largely a function of Ares Capital Mg@ment's structuring of the investment process
and its ability to provide competent, attentive afficient services to us. Our executive officemsl he members of Ares Capital Manageme
investment committee have substantial responséslin connection with their roles at Ares and with other Ares funds as well as
responsibilities under the investment advisory erathagement agreement. They may also be calledtogmovide managerial assistance to
our portfolio companies on behalf of our adminisiraThese demands on their time, which will inseeas the number of investments grow,
may distract them or slow the rate of investmeanbrder to grow, Ares Capital Management will neztlire, train, supervise and manage new
employees. However, we cannot assure you thatustyeamployees will be retained. Any failure to mgmaur future growth effectively could
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have a material adverse effect on our businessndial condition and results of operations. In iddj as we grow, we may open up new
offices in new geographic regions that may increasedirect operating expenses without correspantéwenue growth.

Our ability to grow depends on our ability to raisecapital.

We will need to periodically access theidpnarkets to raise cash to fund new investmeénterder to maintain our RIC status, we must
distribute to our stockholders on a timely basigarount equal to at least 90% of our ordinary ine@nd net short-term capital gain in excess
of net long-term capital loss, if any, reduced byukctible expenses, for each year and, as a reaali,earnings are not available to fund
investment originations. We must continue to borfown financial institutions and issue additionatsrities to fund our growth. Unfavorable
economic conditions could increase our fundingsdshit our access to the capital markets or tdaud decision by lenders not to extend
credit to us. An inability to successfully accdss tapital markets could limit our ability to grawur business and fully execute our business
strategy and could decrease our earnings, if any.

In addition, with certain limited exceptmmwe are only allowed to borrow amounts or issefgt decurities or preferred stock such that our
asset coverage, as defined in the Investment Coymietn equals at least 200% immediately after suatrowing, which, in certain
circumstances, may restrict our ability to borrawissue debt securities or preferred stock. Theuarnof leverage that we employ will depend
on our investment adviser's and our board of dirstissessment of market and other factors dintieeof any proposed borrowing or issuance
of debt securities or preferred stock. We cannstigsyou that we will be able to maintain our catréacilities or obtain other lines of credit at
all or on terms acceptable to us.

Regulations governing our operation as a BDC affeatur ability to, and the way in which we, raise addional capital.

We may issue debt securities or prefertecks which we refer to collectively as "senior seties," and/or borrow money from banks or
other financial institutions, up to the maximum ambpermitted by the Investment Company Act. Unllerprovisions of the Investment
Company Act, we are permitted, as a BDC, to inndebtedness or issue senior securities only in ata@uch that our asset coverage, as
defined in the Investment Company Act, equals @ti@00% after each such incurrence or issuantee Walue of our assets declines, we may
be unable to satisfy this test, which could pratiisi from paying dividends and could prevent usfroaintaining our status as a RIC or could
prohibit us from repurchasing shares of our comstook. If we cannot satisfy this test, we may lmpineed to sell a portion of our investments
at a time when such sales may be disadvantagedusi@pending on the nature of our leverage, regayrigon of our indebtedness. As of
December 31, 2008, our asset coverage for sergarises was 220%.

We are not generally able to issue andogglcommon stock at a price below net asset yadueshare. We may, however, sell our com
stock, or warrants, options or rights to acquire@ammon stock, at a price below the current ne¢tagalue per share of the common stock if
our board of directors determines that such sateasir best interests and the best interests o§tmekholders, and, in certain instances, our
stockholders approve such sale. Any such sale wmeildilutive to existing stockholders. In any sgelse, the price at which our securities are
to be issued and sold may not be less than a wticeh, in the determination of our board of direstaclosely approximates the market value of
such securities (less any commission or discolfmdur common stock trades at a discount to negtassue, this restriction could adversely
affect our ability to raise capital.

To generate cash for funding new investsiené have also securitized, and may in the fugeek to securitize, our loans. To securitize
loans, we may create a separate, wholly owned diaipgiand contribute or sell a pool of loans torsaabsidiary (or one of its subsidiaries).
Such subsidiary may
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then sell equity, issue debt or sell interesthegool of loans, on a limited-recourse basispygnents on which are generally limited to the
pool of loans and the proceeds therefrom. We msy r@tain a portion of the equity interests indbeuritized pool of loans. Any retained
equity would be exposed to losses on the relatetigfdoans before any of the related debt se@gitAn inability to securitize successfully «
loan portfolio could limit our ability to grow odrusiness and fully execute our business strategy s€curitization market is subject to
changing market conditions (including the recenprecedented dislocation of the securitization fammhce markets generally) and we may
be able to access this market when we would otlserdéem appropriate. Moreover, the successfulisieation of our loan portfolio might
expose us to losses as the residual loans in wigctio not sell interests may be those that aréerisikad more apt to generate losses. The
Investment Company Act may also impose restrictam¢he structure of any securitization.

We borrow money, which magnifies the potential foigain or loss on amounts invested and may increadeet risk of investing with us.

As of December 31, 2008, we had $594.8onilbf outstanding borrowings under our Facilitesl $314.0 million of CLO Notes. In orc
for us to cover our annual interest payments orbiteliness, we must achieve annual returns on aremniiteer 31, 2008 total assets of at least
1.75%. The weighted average interest rate chargemipborrowings as of December 31, 2008 was 3.08%intend to continue borrowing
under the Facilities in the future and we may iaseethe size of the Facilities or issue debt séesior other evidences of indebtedness. Our
ability to service our debt depends largely onfmancial performance and is subject to prevaikegnomic conditions and competitive
pressures. The amount of leverage that we emplagyaparticular time will depend on our investmadviser's and our board of directors'
assessment of market and other factors at thedfrapy proposed borrowing.

Our Facilities and the CLO Notes imposarficial and operating covenants that restrict osimass activities, including limitations that
could hinder our ability to finance additional Ieaand investments or to make the distributionsireduo maintain our status as a RIC. A
failure to renew our Facilities or to add new qulaeement debt facilities could have a materialkask effect on our business, financial
condition and results of operations.

Borrowings, also known as leverage, magthié/potential for gain or loss on amounts invested, therefore, increase the risks associatec
with investing in our securities. We currently lmwrunder our Facilities and in the future may barfoom or issue senior debt securities to
banks, insurance companies and other lenders. Hoddesuch senior debt securities have fixed dallaims on our consolidated assets that are
superior to the claims of our common stockholderary preferred stockholders. If the value of camsolidated assets increases, then
leveraging would cause the net asset value pee stiaxur common stock to increase more sharply thaould have had we not leveraged.
Conversely, if the value of our consolidated asdetseases, leveraging would cause net asset teatieeline more sharply than it otherwise
would have had we not leveraged. Similarly, anyease in our consolidated income in excess of dioladed interest payable on the borrowed
funds would cause our net income to increase ninane it would without the leverage, while any desgei our consolidated income would
cause net income to decline more sharply than ildvbave had we not borrowed. Such a decline coetghtively affect our ability to make
common stock dividend payments. There can be norasse that a leveraging strategy will be succéssfu

The following table illustrates the effeet return to a holder of our common stock of theetage created by our use of borrowing at the
interest rate of 3.03% and assumes (i) our totaleva
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of net assets as of December 31, 2008; (ii) $9088n debt outstanding as of December 31, 2008 @i hypothetical annual returns on our
portfolio of minus 15 to plus 15 percent.

Assumed Return on Portfolio
(Net of Expenses)(] -15% -10% -5% 0% 5% 10% 15%
Corresponding Return to Common Stockholde -31% -22% -12% -3% 7% 17% 26%

1) The assumed portfolio return is required by regufadf the SEC and is not a prediction of, and dussepresent, our projected or
actual performance. Actual returns may be greatégss than those appearing in the table.

(2) In order to compute the "Corresponding Return tm@mwn Stockholders,” the "Assumed Return on Podfas multiplied by the tote
value of our assets at December 31, 2008 to ohtasssumed return to us. From this amount, theesttexpense calculated by
multiplying the interest rate of 3.03% times th®83 million debt is subtracted to determine thameavailable to stockholders. The
return available to stockholders is then dividedhmytotal value of our net assets as of Decembe?@08 to determine the
"Corresponding Return to Common Stockholders.”

In addition to regulatory restrictions that restrict our ability to raise capital, the Revolving Credt Facility and the CP Funding Facility
contain various covenants which, if not complied wh, could accelerate repayment under these Facilés, thereby materially and
adversely affecting our liquidity, financial condition and results of operations.

The agreements governing the Facilitieslirequs to comply with certain financial and opemna&l covenants. These covenants include:

. restrictions on the level of indebtedness that meeparmitted to incur in relation to the value af assets;
. restrictions on our ability to incur liens; a
. maintenance of a minimum level of stockholdersitgq

As of December 31, 2008, we were in conmgiéawith these covenants. However, our continuadptiance with these covenants depends
on many factors, some of which are beyond our ocarfior example, during the quarter ended Decer@beP008, net unrealized depreciation
in our portfolio increased and, depending on thad@@n of the public debt and equity markets aridipg levels subsequent to this period, net
unrealized depreciation in our portfolio may couo#rto increase in the future. Any such furtheréase could result in our inability to comply
with our obligation to restrict the level of indeldhess that we are able to incur in relation tos#iee of our assets or to maintain a minimum
level of stockholders' equity.

Accordingly, although we believe we willrdmue to be in compliance, there are no assuraheg¢sve will continue to comply with the
covenants in our Facilities. Failure to comply wiitlese covenants would result in a default undeiFgcilities which, if we were unable to
obtain a waiver from the lenders under the Faeditcould accelerate repayment under the Facilitiedsthereby have a material adverse impact
on our business, financial condition and resultsp#rations.

We operate in a highly competitive market for invesnent opportunities.

A number of entities compete with us to m#he types of investments that we make in middieket companies. We compete with other
BDCs, public and private funds, commercial and streent banks, commercial financing companies, arseg companies, high yield investc
hedge funds, and, to
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the extent they provide an alternative form of ficiag, private equity funds. Many of our compestare substantially larger and have
considerably greater financial, technical and mimigeresources than we do. Some competitors mag hdoswer cost of funds and access to
funding sources that are not available to us. Hitemh, some of our competitors may have highét tiderances or different risk assessments,
which could allow them to consider a wider variefynvestments and establish more relationships tlsa Furthermore, many of our
competitors are not subject to the regulatory iegins that the Investment Company Act imposesi®as a BDC and that the Code impose
us as a RIC. We cannot assure you that the corivegbitessures we face will not have a material estveffect on our business, financial
condition and results of operations. Also, as alted this competition, we may not be able to taklvantage of attractive investment
opportunities from time to time, and we cannot esgywu that we will be able to identify and makeestments that are consistent with our
investment objective.

We do not seek to compete primarily basethe interest rates we offer and we believe tbatesof our competitors may make loans with
interest rates that are comparable to or lower thamates we offer. We also compete with our cditgye based on our existing investment
platform, our seasoned management team, our exgerand focus on middle market companies, ourgliseid investment philosophy, our
extensive industry focus and our flexible trangacstructuring. For a more detailed discussiorhe$é competitive advantages, see
"Business—Competitive Advantages."

We may lose investment opportunities ifdeenot match our competitors' pricing, terms amdcstire. If we match our competitors'
pricing, terms and structure, we may experiencesdsed net interest income and increased riskedlitdoss. As a result of operating in such a
competitive environment, we may make investmerasdhe on better terms to our portfolio compartes twhat we may have originally
anticipated, which may impact our return on thesestments.

We will be subject to corporate-level income tax ifve fail to qualify as a RIC.

The Company has elected to be treatedrd€ ainder Subchapter M of the Code and operatashianner so as to qualify for the tax
treatment applicable to RICs. As a RIC, we gengraill not pay corporate-level U.S. federal incotages on any ordinary income or capital
gains that we distribute to our stockholders agldivds. To qualify as a RIC under the Code, we nmgsdt certain income source, asset
diversification and annual distribution requirengent

The annual distribution requirement forl€ ks satisfied if we distribute to our stockholslen a timely basis an amount equal to at least
90% of our ordinary income and net short-term @djain in excess of net long-term capital losanij, reduced by deductible expenses, for
each year. Because we use debt financing, we bjecsuo certain asset coverage ratio requiremamier the Investment Company Act and
financial covenants under our indebtedness thdtlcander certain circumstances, restrict us froakimg distributions necessary to qualify as
a RIC. If we are unable to obtain cash from otleerses, we may fail to qualify as a RIC and, thmay be subject to corporate level income
tax. Because we must make distributions to ourk$iolders as described above, such amounts, toxthatea stockholder is not participating in
our dividend reinvestment plan, will not be avaléato fund investment originations.

To qualify as a RIC, we must also meetaiprasset diversification requirements at the dre@hoh calendar quarter. Failure to meet these
tests may result in our having to (i) dispose afaie investments quickly or (ii) raise additioralpital to prevent the loss of RIC status.
Because most of our investments are in private eomes and are generally illiquid, any such dispmsst may be at disadvantageous prices anc
may result in losses. Also, the rules applicableupqualification as a RIC under the Code are derwith many areas of uncertainty.
Accordingly, no assurance can be given that we aadified or will qualify as a RIC. If we fail tqualify as a RIC for any reason and become
subject to corporate income tax, the resulting omafe taxes could substantially reduce our
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net assets, the amount of income available foridigton and the amount of our distributions. Sadailure would have a material adverse
effect on us and our stockholders.

We may have difficulty paying our required distributions if we recognize income before or without reéeing cash representing such
income.

For U.S. federal income tax purposes, witfe in income certain amounts that we have nbteeeived in cash, such as original issue
discount, which may arise if we receive warrantsdnnection with the making of a loan or possiblypther circumstances, or payment-in-kind
interest, which represents contractual intereseddd the loan balance and due at the end of #retkym. Such original issue discount or
increases in loan balances are included in incosfier® we receive any corresponding cash paymergsaléd may be required to include in
income certain other amounts that we will not regeén cash, including, for example, non cash incérom payment in kind securities and
deferred payment securities.

Since in certain cases we may recognizenrecbefore or without receiving cash representirgip sncome, we may have difficulty meet
the tax requirement to distribute an amount equat teast 90% of our ordinary income and realizedshort-term capital gains in excess of
realized net long-term capital losses, if any, cedlby deductible expenses, to maintain our stwsRIC. Accordingly, we may have to sell
some of our investments at times we would not dershdvantageous, raise additional debt or eqaipjtal or reduce new investment
originations to meet these distribution requireraettwe are not able to obtain cash from othercses; we may fail to qualify as a RIC and
thus be subject to corporate-level income tax.

If a portfolio company defaults on a loaattis structured to provide accrued interess fiassible that accrued interest previously used in
the calculation of the incentive fee will becomealtectible. The investment adviser is not under aligation to reimburse us for any part of
the incentive fee it received that was based oruadcincome that we never receive as a resulefault by an entity on the obligation that
resulted in the accrual of such income.

We may in the future determine to fund a portion ofour investments with preferred stock, which wouldmagnify the potential for gain
or loss and the risks of investing in us in the saenway as our borrowings.

Because preferred stock is another fortewdrage and the dividends on any preferred stackssue must be cumulative, preferred stock
has the same risks to our common stockholdersaeveings. Payment of such dividends and repaymegtiteoliquidation preference of such
preferred stock must take preference over any eidg or other payments to our common stockholdeis preferred stockholders are not
subject to any of our expenses or losses and arentided to participate in any income or appréoiain excess of their stated preference.

We are exposed to risks associated with changesiierest rates.

General interest rate fluctuations may regebstantial negative impact on our investmemdsimvestment opportunities and, accordingly,
may have a material adverse effect on our investoigiective and our rate of return on invested tzdpBecause we borrow money and may
issue debt securities or preferred stock to makesiments, our net investment income is dependgwont the difference between the rate at
which we borrow funds or pay interest or divideodssuch debt securities or preferred stock andateeat which we invest these funds. As a
result, there can be no assurance that a signifatemge in market interest rates will not haveasemal adverse effect on our net investment
income. Trading prices for debt that pays a fixa@ 0f return tend to fall as interest rates fisading prices tend to fluctuate more for fixed-
rate securities that have longer maturities. Weetentered into certain hedging transactions, sac¢htarest rate swap agreements, to
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mitigate our exposure to adverse fluctuations farist rates, and we may continue to do so inuthad. However, we cannot assure you that
such transactions will be successful in mitigating exposure to credit risk. Hedging transactioay midso limit our ability to participate in the
benefits of lower interest rates with respect topartfolio investments. Although we have no polgywerning the maturities of our
investments, under current market conditions weeethat we will invest in a portfolio of debt geakly having maturities of up to 10 years.
This means that we are subject to greater rislefdttings being equal) than a fund invested safeshorter-term securities. A decline in the
prices of the debt we own could adversely affeettthding price of our shares. Also, an increaseterest rates available to investors could
make investment in our common stock less attradétme are not able to increase our dividend rateich could reduce the value of our
common stock.

Many of our portfolio investments are not publiclytraded and, as a result, there is uncertainty as tthe value of our portfolio
investments.

A large percentage of our portfolio investrts are not publicly traded. The fair value ofeistments that are not publicly traded may not
be readily determinable. We value these investngunsterly at fair value as determined in goocdhfaiy our board of directors based on the
input of our management and audit committee anddaddent valuation firms that have been engagtg atirection of the board to assist in
the valuation of each portfolio investment withauteadily available market quotation at least ahaéng a trailing 12 month period and under
a valuation policy and a consistently applied vabraprocess. The valuation process is conductéiteagnd of each fiscal quarter, with
approximately 50% (based on value) of our valuaiohportfolio companies without readily availabtarket quotations subject to review by
an independent valuation firm. However, we maydwpiired to value our investments more frequentlgetsrmined in good faith by our board
of directors to the extent necessary to refleatiitant events affecting their value. The typedaaftors that may be considered in valuing our
investments include the enterprise value of théfglay company, the nature and realizable valuarof collateral, the portfolio company's
ability to make payments and its earnings, the etarkn which the portfolio company does businesmgarison to publicly traded companies,
discounted cash flow and other relevant factorsaBse such valuations, and particularly valuat@givate investments and private
companies, are inherently uncertain, may fluctoatr short periods of time and may be based omasds, our determinations of fair value
may differ materially from the values that would/Bdeen used if a ready market for these invessreisted and may differ materially from
the values that we may ultimately realize. Ourasstet value per share could be adversely affected determinations regarding the fair value
of these investments are materially higher tharvéiiees that we realize upon disposition of suslestments.

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

As we generally make investments in priv@mpanies, substantially all of these investmargssubject to legal and other restrictions on
resale or are otherwise less liquid than publichgéd securities. The illiquidity of our investmemay make it difficult for us to sell such
investments if the need arises. In addition, ifase required to liquidate all or a portion of owrtfolio quickly, we may realize significantly
less than the value at which we have recordednua&stments. In addition, we may face other regriston our ability to liquidate an
investment in a portfolio company to the extent tha or an affiliated manager of Ares has materéad-public information regarding such
portfolio company.

We may experience fluctuations in our quarterly resilts.

We could experience fluctuations in ourrterdy operating results due to a number of factiorduding the interest rates payable on the
debt investments we make, the default rates on such
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investments, the level of our expenses, variatio@nd the timing of the recognition of realizedlamrealized gains or losses and the degree tc
which we encounter competition in our markets a@degal economic conditions. As a result of thestofa, results for any period should not
be relied upon as being indicative of performamctifure periods.

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

Certain of our executive officers and dioes, and members of the investment committee pfroiestment adviser serve or may serve as
officers, directors or principals of other entitesd affiliates of our investment adviser and invest funds managed by our affiliates.
Accordingly, they may have obligations to investiorghose entities, the fulfillment of which mighot be in the best interests of us or our
stockholders or that may require them to devote tinservices for other entities, which could ifger with the time available to provide
services to us. For example, Messrs. Ressler, RudeKissick and Sachs each are and, will contiiouge, founding members of Ares with
significant responsibilities for other Ares fundidessrs. Ressler and Rosenthal are required to @evetibstantial majority of their business
time, and Mr. Kissick is required to devote a migjyoof his business time, to the affairs of ACOFoWtver, Ares believes that the efforts of
Messrs. Ressler, Rosenthal and Kissick relativerés Capital and ACOF are synergistic with and [fiera to the affairs of each of Ares
Capital and ACOF.

Although other Ares funds generally haviéedént primary investment objectives than Ares i@dpthey may from time to time invest in
asset classes similar to those targeted by Aregalafres Capital Management endeavors to allocatestment opportunities in a fair and
equitable manner, and in any event consistent avishfiduciary duties owed to Ares Capital. Nevelehs, it is possible that we may not be
given the opportunity to participate in certainéstments made by investment funds managed by meestmanagers affiliated with Ares
Capital Management.

We pay management and incentive fees ts Sapital Management, and reimburse Ares Capitaldgdament for certain expenses it
incurs. As a result, investors in our common stwikinvest on a gross basis and receive distriingion a net basis after expenses, resultir
among other things, a lower rate of return thanraight achieve through direct investments.

Ares Capital Management's management feased on a percentage of our total assets (dtaercash or cash equivalents but including
assets purchased with borrowed funds) and Ares@agpanagement may have conflicts of interest inregction with decisions that could
affect the Company's total assets, such as desis®ito whether to incur indebtedness.

The incentive fees payable to our investraelviser are subject to certain hurdles. To theregxve or Ares Capital Management are able
to exert influence over our portfolio companiegsh hurdles may provide Ares Capital Managemebijgstito its fiduciary duty to us) with an
incentive to induce our portfolio companies to dexe or defer interest or other obligations oweds from one calendar quarter to another
under circumstances where accrual would not otlsereccur, such as acceleration or deferral of dotadation of a dividend or the timing of a
voluntary redemption.

Acceleration of obligations may result tackholders recognizing taxable gains earlier thiaticipated, while deferral of obligations
creates incremental risk of an obligation becomingollectible in whole or in part if the issuerth& security suffers subsequent deterioration
in its financial condition. Any such inducementthg investment adviser solely for the purpose @istohg the incentive fees would be a
breach of the investment adviser's fiduciary datys.
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The part of the incentive fee payable byhas relates to our pre-incentive fee net investnmecome is computed and paid on income that
may include interest that is accrued but not yegeireed in cash. If a portfolio company defaultsaolean that is structured to provide accrued
interest, it is possible that accrued interestipuesly used in the calculation of the incentive ¥él become uncollectible.

Our investment advisory and managementeageat automatically renews for successive annuageif approved by our board of
directors or by the affirmative vote of the holdefs majority of our outstanding voting securitieluding, in either case, approval by a
majority of our directors who are not interestedspas. However, both we and Ares Capital Manageimave the right to terminate the
agreement without penalty upon 60 days' writtercedb the other party. Moreover, conflicts of ietgt may arise if our investment adviser
seeks to change the terms of our investment agviawt management agreement, including, for exartipdeterms for compensation. While
any material change to the investment advisoryraadagement agreement must be submitted to stoadsdiok approval under the Investm
Company Act, we may from time to time decide ijgpropriate to seek stockholder approval to chémgeéerms of the agreement.

Pursuant to a separate amended and residt@distration agreement, referred to herein asadministration agreement", Ares
Administration, an affiliate of Ares Capital Managent, furnishes us with administrative serviceswaadcpay Ares Administration our alloca
portion of overhead and other expenses incurrefirbg Administration in performing its obligationader the administration agreement,
including our allocable portion of the cost of afficers and their respective staffs.

Our wholly owned subsidiary, Ivy Hill Manaigent, is party to a services agreement with Agat&l Management, pursuant to which
Ares Capital Management provides Ivy Hill Managemeith the facilities, investment advisory servigexl administrative services necessary
for the operations of Ivy Hill Management. lvy Hlanagement will reimburse Ares Capital Managenfi@nthe costs associated with such
services, including Ares Capital Management's alide portion of overhead and the cost of its of§and respective staff on performing its
obligations under the services agreement.

We lease office facilities directly (the R&C Office Space") from a third party. We have ezddnto a sublease with Ares Management
whereby Ares Management subleases approximatelydtGbe ARCC Office Space for a fixed rent equal¥86 of the basic annual rent
payable by us under our lease, plus certain additicosts and expenses. As a result of these @maags, there may be times when the
management team of Ares Management has interestditfer from those of our stockholders, givingerito a conflict.

Our stockholders may have conflicting irtwesnt, tax and other objectives with respect tir theestments in us. The conflicting interests
of individual stockholders may relate to or arismd, among other things, the nature of our invests)eghe structure or the acquisition of our
investments, and the timing of disposition of aurdstments. As a consequence, conflicts of intenastarise in connection with decisions
made by our investment adviser, including with eesio the nature or structuring of our investmetitat may be more beneficial for one
stockholder than for another stockholder, espsaciaith respect to stockholders' individual tax ations. In selecting and structuring
investments appropriate for us, our investmentsawivill consider the investment and tax objectioethe Company and our stockholders as a
whole, not the investment, tax or other objectiokany stockholder individually.
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Our investment adviser's liability is limited under the investment advisory and management agreemerand we are required to
indemnify our investment adviser against certain kbilities, which may lead our investment adviser t@ct in a riskier manner on our
behalf than it would when acting for its own accouh

Our investment adviser has not assumedesponsibility to us other than to render the sewvidescribed in the investment advisory and
management agreement, and it will not be respanéilblany action of our board of directors in deicig to follow our investment adviser's
advice or recommendations. Pursuant to the invedtawyvisory and management agreement, our investatketser and its managing
members, officers and employees will not be lidblas for their acts under the investment advisoy management agreement, absent willful
misfeasance, bad faith, gross negligence or resklissegard in the performance of their duties.N&ee agreed to indemnify, defend and
protect our investment adviser and its managing bees) officers and employees with respect to aflages, liabilities, costs and expenses
resulting from acts of our investment adviser niiag out of willful misfeasance, bad faith, grasgligence or reckless disregard in the
performance of their duties under the investmemnisady and management agreement. These protectiagdead our investment adviser to act
in a riskier manner when acting on our behalf thavould when acting for its own account. See "Rigictors—Risks Relating to our
Investments—Our investment adviser's incentivenieg induce Ares Capital Management to make cemaestments, including speculative
investments."

We may be obligated to pay our investment advisencentive compensation even if we incur a loss.

Our investment adviser is entitled to inocencompensation for each fiscal quarter in an@amequal to a percentage of the excess of our
pre-incentive fee net investment income for thatrtgr (before deducting incentive compensationppetating losses and certain other items)
above a threshold return for that quarter. Ouripcentive fee net investment income for incentisempensation purposes excludes realizec
unrealized capital losses or depreciation that \ag imcur in the fiscal quarter, even if such cdpdases or depreciation result in a net loss on
our statement of operations for that quarter. Tiugsmay be required to pay our manager incentivepemsation for a fiscal quarter even if
there is a decline in the value of our portfolioang incur a net loss for that quarter.

Under the investment advisory and managéagmreement, we will defer cash payment of anyritice fee otherwise earned by our
investment adviser if, during the most recent fiolircalendar quarter period ending on or priottte date such payment is to be made, the surn
of (a) our aggregate distributions to our stockkacand (b) our change in net assets (defineda@sagsets less indebtedness and before taking
into account any incentive fees payable duringoréod) is less than 8.0% of our net assets dbélgenning of such period. These calculations
will be adjusted for any share issuances or re@sef. Any deferred incentive fees will be carriedrdor payment in subsequent calculation
periods to the extent such payment can then be onadier the investment advisory and management mgree

Changes in laws or regulations governing our oper&ns, or changes in the interpretation thereof, an@ny failure by us to comply with
laws or regulations governing our operations may agersely affect our business.

We and our portfolio companies are suliiecegulation by laws at the local, state and fablevels. These laws and regulations, as wi
their interpretation, may be changed from timarnwet Accordingly, any change in these laws or ratjohs, or their interpretation, or any
failure by us to comply with these laws or reguat may adversely affect our business.
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The Company may not replicate Ares' historical sucess and our ability to enter into transactions withAres and our other affiliates is
restricted.

Our primary focus in making investmentdeti from those of other private funds that arbare been managed by Ares' investment
professionals. Further, investors in Ares Capitalreot acquiring an interest in other Ares fundsca@dingly, we cannot assure you that Ares
Capital will replicate Ares' historical successgave caution you that our investment returns ct@dubstantially lower than the returns
achieved by those private funds. Additionally, ve@ offer no assurance that we will be able to cmtito implement our investment objective
with the same degree of success as in the pasabstiares of our common stock will continue tdérat the current price.

Further, we are prohibited under the Investt Company Act from knowingly participating inrtzen transactions with our affiliates, our
investment adviser and its affiliates without thimpapproval of our independent directors andsame cases, the SEC. Any person that owns,
directly or indirectly, 5% or more of our outstangivoting securities is our affiliate for purposdghe Investment Company Act and we are
generally prohibited from buying or selling any sety from or to such affiliate, absent the prigpaoval of our independent directors. The
Investment Company Act also prohibits “joint" traogons with an affiliate, or our investment adviseits affiliates, which could include
investments in the same portfolio company (whetltéhe same or different times), without prior apyal of our independent directors. In
addition, we are prohibited from buying or selliaugy security from or to, or entering into jointrieactions with, our investment adviser and its
affiliates, or any person who owns more than 25%uwfvoting securities or is otherwise deemed ttrad, be controlled by, or be under
common control with us, absent the prior appro¥ahe SEC through an exemptive order (other thasentain limited situations pursuant to
current regulatory guidance).

We have applied for an exemptive order ftaemSEC that would permit us to co-invest withdsmanaged by Ares. Any such order will
be subject to certain terms and conditions andethan be no assurance that the application for pteeerelief will be granted by the SEC.
Accordingly, we cannot assure you that the Compaitiype permitted to co-invest with funds managgdires, other than in the limited
circumstances currently permitted by regulatorydgoce.

RISKS RELATING TO OUR INVESTMENTS

Price declines and illiquidity in the corporate delh markets have adversely affected, and may continue adversely affect, the fair value
of our portfolio investments, reducing our net assevalue through increased net unrealized depreciatin.

As a BDC, we are required to carry our giaeents at market value or, if no market valuestedainable, at fair value as determined in
good faith by or under the direction of our boafdlioectors. As part of the valuation process, wayrtake into account the following types of
factors, if relevant, in determining the fair valfeour investments: the enterprise value of afpbotcompany (an estimate of the total fair
value of the portfolio company's debt and equity®, nature and realizable value of any collaten& portfolio company's ability to make
payments and its earnings and discounted cash fif@imarkets in which the portfolio company doesitess, a comparison of the portfolio
company's securities to publicly traded securitibgnges in the interest rate environment andrégditanarkets generally that may affect the
price at which similar investments may be madd@future and other relevant factors. When an patezvent such as a purchase transaction,
public offering or subsequent equity sale occuesuse the pricing indicated by the external everbrroborate our valuation. Decreases ir
market values or fair values of our investmentsracerded as unrealized depreciation. The contfnuiprecedented declines in prices and
liquidity in the corporate debt markets have resliih significant net unrealized depreciation im partfolio. The effect of all of these factors
on our portfolio has reduced our net asset valumdrgasing net
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unrealized depreciation in our portfolio. As a lesdepending on market conditions, we could inguivstantial realized losses and may
continue to suffer additional unrealized lossefutare periods, which could have a material advergeact on our business, financial condition
and results of operations.

Our investments may be risky, and we could lose adir part of our investment.

The debt that we invest in is typically natially rated by any rating agency, but we be#ighat if such investments were rated, they
would be below investment grade (rated lower tH3@a3" by Moody's or lower than "BBB-" by Standard’&or's). Indebtedness of below
investment grade quality is regarded as havinggmaécantly speculative characteristics with respedhe issuer's capacity to pay interest and
repay principal. Our mezzanine investments maylr@san above average amount of risk and volgtdit loss of principal. We also invest in
assets other than mezzanine investments includstgahd second lien loans, high-yield securiti¢s§. government securities, credit
derivatives and other structured securities anthitedirect equity investments. These investmeriltsewtail additional risks that could
adversely affect our investment returns. In addijtio the extent interest payments associatedsuith debt are deferred, such debt will be
subject to greater fluctuations in value basedl@nges in interest rates. Also, such debt coulgestibs to phantom income, and since we
generally do not receive any cash prior to matwiftthe debt, the investment is of greater risk.

In addition, investments in privately hehitldle market companies involve a number of sigaifit risks, including:

. these companies may have limited financial resauacel may be unable to meet their obligations, lvhiay be accompanied
by a deterioration in the value of any collaterad @ reduction in the likelihood of us realizingygjuarantees we may have
obtained in connection with our investment;

. they typically have shorter operating historiesyoxaer product lines and smaller market shares iwayer businesses, which
tend to render them more vulnerable to competitmisons and market conditions, as well as gersm@homic downturns;

. they typically depend on the management talentse#fiodts of a small group of persons; therefore,dkath, disability,
resignation or termination of one or more of thpeesons could have a material adverse impact opatfiolio company and, in
turn, on us;

. there is generally little public information abdbése companies, and we are required to rely oalihi¢y of Ares Capital

Management's investment professionals to obtaiquete information to evaluate the potential retdroms investing in these
companies. These companies and their financiatrimdtion are not subject to the Sarbanes Oxley A2062 and other rules
that govern public companies, and we may be urtallacover all material information about these pamnies, which may
prevent us from making a fully informed investmedatision and cause us to lose money on our invessme

. they generally have less predictable operatingtsesuay from time to time be parties to litigationay be engaged in rapic
changing businesses with products subject to aautie risk of obsolescence, and may require suitist additional capital to
support their operations, finance expansion or taairtheir competitive position. In addition, oweeutive officers, directors
and our investment adviser may, in the ordinarys®wf business, be named as defendants in lgigatising from our
investments in the portfolio companies; and

. they may have difficulty accessing the capital retsko meet future capital nee
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Economic recessions or downturns could impair our prtfolio companies and harm our operating results

As of the date of this Annual Report, tkereomy is in the midst of a recession and in tlfiécdit part of a credit cycle with industry
defaults increasing. Many of our portfolio companmeay be materially and adversely affected by thieeot cycle and, in turn, may be unable
to satisfy their financial obligations (includinigetir loans to us) over the coming months.

Many of our portfolio companies may be smible to economic slowdowns or recessions andlmaynable to repay our loans during
these periods. Therefore, our non-performing assettikely to increase and the value of our pdidfis likely to decrease during these periods
if we are required to write down the values of mwestments. Adverse economic conditions also neayahse the value of collateral securing
some of our loans and the value of our equity itmests. Economic slowdowns or recessions could tedidancial losses in our portfolio and
a decrease in revenues, net income and assets/dgaifiée economic conditions also could increasefling costs, limit our access to the
capital markets or result in a decision by lendtsto extend credit to us. These events couldgrens from increasing investments and harm
our operating results.

A portfolio company's failure to satisfyéincial or operating covenants imposed by us ardémders could lead to defaults and,
potentially, acceleration of the time when the lane due and foreclosure on its secured asseitd) wuld trigger cross defaults under other
agreements and jeopardize our portfolio comparjlgyato meet its obligations under the debt that hold and the value of any equity
securities we own. We may incur expenses to thenéxtecessary to seek recovery upon default cegotrate new terms with a defaulting
portfolio company.

There may be circumstances where our debt investmencould be subordinated to claims of other credites or we could be subject to
lender liability claims.

If one of our portfolio companies were wlgankrupt, even though we may have structurednbeirest as senior debt, depending on the
facts and circumstances, including the extent tlvive actually provided managerial assistancéab portfolio company, a bankruptcy court
might recharacterize our debt holding and subotdiadi or a portion of our claim to that of otheeditors. In addition, lenders can be subje:
lender liability claims for actions taken by therhave they become too involved in the borrower'snass or exercise control over the
borrower. Consequently, we could become subjeatiémder's liability claim, if, among other thingge actually render significant managerial
assistance.

Our portfolio companies may incur debt or issue eqitly securities that rank equally with, or senior tg our investments in such
companies.

Our portfolio companies may have, or may®enitted to incur, other debt, or issue otheritggecurities, that rank equally with, or
senior to, our investments. By their terms, sudtriments may provide that the holders are entitagceive payment of dividends, interest or
principal on or before the dates on which we atéled to receive payments in respect of our inmesits. These debt instruments usually
prohibit the portfolio companies from paying intsren or repaying our investments in the eventduréhg the continuance of a default under
such debt. Also, in the event of insolvency, ligtidn, dissolution, reorganization or bankruptcyagdortfolio company, holders of securities
ranking senior to our investment in that portfalmmpany typically are entitled to receive paymerfuil before we receive any distribution in
respect of our investment. After repaying such adddthe portfolio company may not have any remaimissets to use for repaying its
obligation to us. In the case of securities ranldggally with our investments, we would have torshan an equal basis any distributions with
other security holders in the event of an insolyefiquidation, dissolution, reorganization or bambtcy of the relevant portfolio company.
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The rights we may have with respect todbléateral securing any junior priority loans wekado our portfolio companies may also be
limited pursuant to the terms of one or more imeltor agreements that we enter into with the éaaf senior debt. Under such an
intercreditor agreement, at any time that senidigations are outstanding, we may forfeit certagihts with respect to the collateral to the
holders of the senior obligations. These rights majude the right to commence enforcement procegdagainst the collateral, the right to
control the conduct of such enforcement proceeditingsright to approve amendments to collateralidwents, the right to release liens on the
collateral and the right to waive past defaultsermbllateral documents. We may not have the ghdittontrol or direct such actions, even if
our rights as junior lenders are adversely affected

Investments in equity securities involve a substaral degree of risk.

We may purchase common and other equityrgirs. Although common stocks have historicalngrated higher average total returns
than fixed income securities over the long ternmgmn stocks also have experienced significantlyenvotatility in those returns and in recent
years have significantly under performed relativéixed income securities. The equity securitiesawquire may fail to appreciate and n
decline in value or become worthless and our ghititrecover our investment will depend on our fodid company's success. Investments in
equity securities involve a number of significaisks, including:

. any equity investment we make in a portfolio compeould be subject to further dilution as a resfithe issuance of additional
equity interests and to serious risks as a juréousty that will be subordinate to all indebtedhes senior securities in the event
that the issuer is unable to meet its obligatiansezomes subject to a bankruptcy process;

. to the extent that the portfolio company requirddigonal capital and is unable to obtain it, weymnat recover our investment
in equity securities; and

. in some cases, equity securities in which we inwglnot pay current dividends, and our abilityrealize a return on o1
investment, as well as to recover our investmeitt p& dependent on the success of our portfolimganies. Even if the
portfolio companies are successful, our abilitydalize the value of our investment may be depenglethe occurrence of a
liquidity event, such as a public offering or ttadesof the portfolio company. It is likely to takesignificant amount of time
before a liquidity event occurs or we can sell eguity investments. In addition, the equity se@siive receive or invest in may
be subject to restrictions on resale during perindshich it could be advantageous to sell.

There are special risks associated witesting in preferred securities, including:

. preferred securities may include provisions thairgethe issuer, at its discretion, to defer dimitions for a stated period withs
any adverse consequences to the issuer. If we qweferred security that is deferring its distribas, we may be required to
report income for tax purposes although it hasyebtreceived such income;

. preferred securities are subordinated to debtringef priority to corporate income and liquidatioeyments, and therefore w
be subject to greater credit risk than debt;

. preferred securities may be substantially lesdditfuan many other securities, such as common stock).S. government
securities; and

. generally, preferred security holders have no gptights with respect to the issuing company, stthifelimited exceptions.

Additionally, when we invest in first andcond lien senior loans or mezzanine debt, we rogyige warrants or other equity securities as
well. Our goal is ultimately to dispose of such igjinterests and realize gains upon our dispasitibsuch interests. However, the equity
interests we
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receive may not appreciate in value and, in faely mhecline in value. Accordingly, we may not beealol realize gains from our equity intere
and any gains that we do realize on the disposafany equity interests may not be sufficient tiset any other losses we experience.

Our investment adviser's incentive fee may induce s Capital Management to make certain investmentsncluding speculative
investments.

The incentive fee payable by us to Aresitahplanagement may create an incentive for Aregit@aManagement to make investments
our behalf that are risky or more speculative tivanld be the case in the absence of such compensatiangement. The way in which the
incentive fee payable to our investment adviseleigrmined, which is calculated as a percentadgieeofeturn on invested capital, may
encourage our investment adviser to use leveragetease the return on our investments. Undeaicecircumstances, the use of leverage
increase the likelihood of default, which wouldfdigor the holders of our common stock. In additiive, investment adviser will receive the
incentive fee based, in part, upon net capitalgesalized on our investments. Unlike the portibthe incentive fee based on income, there is
no hurdle rate applicable to the portion of theeimtove fee based on net capital gains. As a rebtinvestment adviser may have a tenden:
invest more in investments that are likely to resutapital gains as compared to income produsgwyrities. Such a practice could result in
our investing in more speculative securities thauilel otherwise be the case, which could resuligihér investment losses, particularly during
economic downturns. The part of the incentive faggble by us that relates to our pre-incentivenfteénvestment income will be computed
and paid on income that may include interest thatcrued but not yet received in cash. If a plotflompany defaults on a loan that is
structured to provide accrued interest, it is gassthat accrued interest previously used in theutation of the incentive fee will become
uncollectible. The investment adviser is not uraigy obligation to reimburse us for any part ofitieentive fee it received that was based on
such accrued interest that we never actually receiv

Because of the structure of the incentee ft is possible that we may have to pay an itieffee in a quarter where we incur a loss. For
example, if we receive pre-incentive fee net inwesit income in excess of the hurdle rate for atguawe will pay the applicable incentive fee
even if we have incurred a loss in that quartertduealized capital losses. In addition, if marikegrest rates rise, we may be able to inves
funds in debt instruments that provide for a higtedurn, which would increase our pre-incentiverieeinvestment income and make it easier
for our investment adviser to surpass the fixedlleurate and receive an incentive fee based onseicinvestment income.

We may invest, to the extent permitteddy, lin the securities and instruments of investnfiemds that are operating pursuant to certain
exceptions to the Investment Company Act and irisgils to similar investment funds, and, to the mixtee so invest, will bear our ratable
share of any such company's expenses, includinggesment and performance fees. We will also remialigated to pay management and
incentive fees to Ares Capital Management with eespo the assets invested in the securities astliments of such companies. With respect
to each of these investments, each of our comnuakisplders will bear his or her share of the manage and incentive fee of Ares Capital
Management as well as indirectly bearing the mamage and performance fees and other expenses duatyinvestment funds or advisers.

Our portfolio companies may be highly leveraged.

Some of our portfolio companies may be hidéveraged, which may have adverse consequendbgse companies and to us as an
investor. These companies may be subject to rag&ifinancial and operating covenants and therbye may impair these companies' ability
to finance their future operations and capital se@d a result, these companies' flexibility tgp@sd to changing business and economic
conditions and to take advantage of business oppitigs may be limited. Further, a
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leveraged company's income and net assets willtteiretrease or decrease at a greater rate themrifwed money were not used.

Our investments in foreign debt may involve signiftant risks in addition to the risks inherent in U.S investments. We may expose
ourselves to risks if we engage in hedging transachs.

Our investment strategy contemplates pitkintvestments in debt of foreign companies. Itinesin foreign companies may expose us to
additional risks not typically associated with istiag in U.S. companies. These risks include chaurgexchange control regulations, political
and social instability, expropriation, impositiohforeign taxes, less liquid markets, less avaddbformation than is generally the case in the
United States, higher transaction costs, less govent supervision of exchanges, brokers and isslesssdeveloped bankruptcy laws,
difficulty in enforcing contractual obligations,cla of uniform accounting and auditing standards gugter price volatility.

Although most of our investments will beSUdollar denominated, our investments that areehémated in a foreign currency will be
subject to the risk that the value of a particalarency will change in relation to one or moreestburrencies. Among the factors that may
affect currency values are trade balances, thé téwhort-term interest rates, differences intieavalues of similar assets in different
currencies, long-term opportunities for investmamd capital appreciation, and political developraeWe may employ hedging techniques to
minimize these risks, but we cannot assure yousthett strategies will be effective.

We have and may in the future enter intdglivey transactions, which may expose us to riske@ated with such transactions. We may
utilize instruments such as forward contracts,engy options and interest rate swaps, caps, catadloors to seek to hedge against
fluctuations in the relative values of our portfofiositions from changes in currency exchange mtdanarket interest rates. Use of these
hedging instruments may include counter party ¢mésk. Hedging against a decline in the valueswfportfolio positions does not eliminate
the possibility of fluctuations in the values othupositions or prevent losses if the values ohquasitions decline. However, such hedging can
establish other positions designed to gain fronsehgame developments, thereby offsetting the delithe value of such portfolio positions.
Such hedging transactions may also limit the opputy for gain if the values of the underlying dotio positions should increase. Moreove
may not be possible to hedge against an exchabtgeraterest rate fluctuation that is so gengraliticipated that we are not able to enter into
a hedging transaction at an acceptable price.

The success of our hedging transactionisdepend on our ability to correctly predict movertse currencies and interest rates. Therefore,
while we may enter into such transactions to seekduce currency exchange rate and interestiski® unanticipated changes in currency
exchange rates or interest rates may result ingpawerall investment performance than if we hademgaged in any such hedging
transactions. In addition, the degree of correfatietween price movements of the instruments usachiedging strategy and price movements
in the portfolio positions being hedged may varyrkbver, for a variety of reasons, we may not seeadstablish a perfect correlation between
such hedging instruments and the portfolio holdipgisig hedged. Any such imperfect correlation mawent us from achieving the intended
hedge and expose us to risk of loss. In addittomay not be possible to hedge fully or perfectigiast currency fluctuations affecting the
value of securities denominated in non-U.S. cutiembecause the value of those securities is lilcefluctuate as a result of factors not related
to currency fluctuations. See also "Risk FactorsskRelating to our Business—We are exposed to askeciated with changes in interest
rates."
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When we are a debt or minority equity investor in aportfolio company, we may not be in a position taontrol the entity, and
management of the company may make decisions thatudd decrease the value of our portfolio holdings.

We make both debt and minority equity inments; therefore, we are subject to the risk dhatdrtfolio company may make business
decisions with which we disagree, and the stockdrsldnd management of such company may take niskherwise act in ways that do not
serve our interests. As a result, a portfolio conypaay make decisions that could decrease the wdlaoer investment.

RISKS RELATING TO OUR COMMON STOCK
Our shares of common stock may trade at discountsdm net asset value, which limits our ability to rase additional equity capital.

Shares of closed-end investment compareegiéntly trade at a market price that is less thamet asset value that is attributable to those
shares. This characteristic of closed-end investrm@mpanies is separate and distinct from thethakour net asset value per share may
decline. It is not possible to predict whether ahgres of common stock will trade at, above, cowelet asset value. As of the date of this
Annual Report, the stocks of BDCs as an industrgiuiding shares of our common stock, have beeingdsklow net asset value and at near
historic lows as a result of concerns over liqyidiéverage restrictions and distribution requiratseWhen our common stock is trading below
its net asset value per share, we will generaltybecable to issue additional shares of our comstock at its market price without first
obtaining approval for such issuance from our dtotdlers and our independent directors.

There is a risk that investors in our equity secuties may not receive dividends or that our dividend may not grow over time.

We intend to make distributions on a quérteasis to our stockholders out of assets legallgilable for distribution. We cannot assure
you that we will achieve investment results thdt allow us to make a specified level of cash dlgttions or yee-to-year increases in cash
distributions. If we declare a dividend and if mateckholders opt to receive cash distributionkemthan participate in our dividend
reinvestment plan, we may be forced to sell sonmuofinvestments in order to make cash dividendrts.

In addition, due to the asset coverageaeglicable to us as a BDC, we may be limited inahility to make distributions. Further, if we
invest a greater amount of assets in equity séesitiat do not pay current dividends, it couldue@the amount available for distribution. See
"Price Range of Common Stock."

Provisions of the Maryland General Corporation Lawand of our charter and bylaws could deter takeoveattempts and have an advers
impact on the price of our common stock.

The Maryland General Corporation Law, duarter and our bylaws contain provisions that miagalrage, delay or make more difficu
change in control of Ares Capital or the removabof directors. We are subject to the Maryland Beiss Combination Act, subject to any
applicable requirements of the Investment Compacty @ur board of directors has adopted a resolwi@mpting from the Business
Combination Act any business combination betweeanasany other person, subject to prior approvauech business combination by our
board, including approval by a majority of our digirested directors. If the resolution exemptingitess combinations is repealed or our b
does not approve a business combination, the Besi@embination Act may discourage third partiemftoying to acquire control of us and
increase the difficulty of consummating such arofOur bylaws exempt from the Maryland Control i@h&cquisition Act acquisitions of our
stock by any person. If we amend our bylaws toakfhee exemption from the Control Share Acquisithat,
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the Control Share Acquisition Act also may makedre difficult for a third party to obtain controf us and increase the difficulty of
consummating such an offer.

We have also adopted measures that may indicult for a third party to obtain controffas, including provisions of our charter
classifying our board of directors in three classaving staggered three-year terms, and provisibosr charter authorizing our board of
directors to classify or reclassify shares of dack in one or more classes or series, to causisshance of additional shares of our stock, and
to amend our charter, without stockholder apprawaincrease or decrease the number of sharesak gtat we have authority to issue. These
provisions, as well as other provisions of our tdraand bylaws, may delay, defer or prevent a #&etisn or a change in control that might
otherwise be in the best interests of our stoclérsld

Investing in our securities may involve an above arage degree of risk.

The investments we make in accordance aithinvestment objective may result in a higher am®f risk than alternative investment
options and volatility or loss of principal. Ouvestments in portfolio companies may be highly sfetve and aggressive, and therefore, an
investment in our securities may not be suitabteséameone with lower risk tolerance.

The market price of our common stock may fluctuatesignificantly.

The capital and credit markets have be@emrgancing extreme volatility and disruption for madhan 18 months. In recent months, the
volatility and disruption have reached unprecedkiggels and we have experienced greater than egut price volatility. The market price
and liquidity of the market for shares of our cormstock may be significantly affected by numeraagdrs, some of which are beyond our
control and may not be directly related to our egiag performance. These factors include:

. significant volatility in the market price and tiag volume of securities of RICs, business develepintcompanies or oth
companies in our sector, which are not necessaliffed to the operating performance of these corepa

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

. changes in regulatory policies or tax guidelinestipularly with respect to RICs or business depaient companie:
. loss of RIC status

. changes in our earnings or variations in our opeyaesults;

. changes in the value of our portfolio of investnsent

. any shortfall in revenue or net income or any iaseein losses from levels expected by investosgourities analyst:
. departure of Ares Capital Management's key perdpnne

. operating performance of companies comparable;to us

. shor-selling pressure with respect to shares of our comstock or business development companies geye

. general economic trends and other external factomd

. loss of a major funding source.

In the past, following periods of volatliin the market price of a company's securitiesysges class action litigation has often been
brought against that company. If our stock pricetilates
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significantly, we may be the target of securitiigation in the future. Securities litigation cdulesult in substantial costs and divert
management's attention and resources from our dssin

Stockholders will experience dilution in their owneship percentage if they do not participate in ourdividend reinvestment plan.

All dividends declared in cash payabletarkholders that are participants in our dividegitivestment plan are generally automatically
reinvested in shares of our common stock. As dtrestackholders that do not participate in theidiwnd reinvestment plan will experience
dilution over time.

Sales of substantial amounts of our common stock ihe public market may have an adverse effect on éhmarket price of our common
stock.

Sales of substantial amounts of our comstook, or the availability of such common stockdate, could adversely affect the prevailing
market prices for our common stock. If this occamg continues, it could impair our ability to ragdditional capital through the sale of
securities should we desire to do so.

Iltem 1B. Unresolved Staff Comments
None.
Item 2. Properties

We do not own any real estate or other jghyproperties materially important to our opesatiOur headquarters are currently located at
280 Park Avenue, 2% Floor, Building East, New York, New York. We rehe ARCC Office Space directly from a third partyguant to a
lease that expires on February 27, 2011. In additice have entered into a sublease agreement wéth Management whereby Ares
Management subleases approximately 25% of the AREiCe Space for a fixed rent equal to 25% of thsib annual rent payable by us under
our lease, plus certain additional costs and exggens

Item 3. Legal Proceedings
We are not subject to any pending legateeding, and no such proceedings are known to temmplated.
Item 4. Submission Of Matters To A Vote Of Secuty Holders

No matters were submitted to a vote ofldtotders through the solicitation of proxies orethise during the fourth quarter of the fiscal
year ended December 31, 20
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PART Il
Item 5. Market For Registrant's Common Equity, Related Stockholder Matters And Issuer Purchases CEquity Securities
PRICE RANGE OF COMMON STOCK

Our common stock is traded on The NASDA@Wal Select Market under the symbol "ARCC." We chtatga our initial public offering
in October 2004 at a price of $15.00 per sharerRoi October 2004, there was no public markebfarcommon stock. Our common stock has
historically traded at prices both above and betewet asset value. It is not possible to pregine¢ther our common stock will trade at, above
or below net asset value. See "Risk Factors—RigiatiRg to our Common Stock—Our shares of commocksinay trade at discounts from
net asset value, which limits our ability to ragiditional equity capital.”

The following table sets forth the net assdue per share of our common stock, the randeghf and low closing sales prices of our
common stock as reported on The NASDAQ Global $S&lecket and the dividends declared by us for desdlal quarter for the years ended
December 31, 2007 and 2008. On February 27, 26@9ast reported closing sales price of our comstook on The NASDAQ Global Select
Market was $3.60 per share, which representedcaulid of approximately 68% to the net asset vakrespare reported by us as of
December 31, 2008.

Price Range
Net Asset Cash Dividend
Value(1) High Low Per Share(2)
Fiscal 2007
First quarte! $ 1532 % 20.4¢ % 17.82 $ 0.41
Second quarte $ 1582  $ 1882 % 16.8¢ $ 0.41
Third quartel $ 15.7¢ % 17.5: % 14.9: $ 0.42
Fourth quarte $ 1547 % 1747 % 14.4( $ 0.4z
Fiscal 2008
First quarte $ 1517 % 1381 % 11.6¢ $ 0.4z
Second quarte $ 1367 % 12.9¢ % 10.0¢ $ 0.4z
Third quartel $ 12.8: % 12.6C % 9.3 $ 0.4z
Fourth quarte $ 11.27 % 10.18 % 3.77 $ 0.4z

(1) Net asset value per share is determined as oahelhy in the relevant quarter and therefore notyeilect the net asset value per share
on the date of the high and low closing sales pri¢he net asset values shown are based on olitgjastdares at the end of the relevant
quarter.

(2 Represents the dividend declared in the relevaartteu

HOLDERS

As of February 27, 2009, there were 21 éxaaf record of our common stock (including Ced€@).

DIVIDEND POLICY

We currently intend to distribute quartediyidends to our stockholders. Our quarterly dérids, if any, are determined by our board of
directors.
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The following table summarizes our dividemt#clared during 2007 and 2008:

Date Declared Record Date Payment Date Amount
March 8, 2003 March 19, 200 March 30,200 % 0.41
May 10, 2007 June 15, 20C June 29,20C % 0.41
August 9, 200° September 14, 20! September 28, 200  $ 0.4z
November 8, 200 December 14, 20( December 31, 20( $ 0.4z
Total declared for 200 $ 1.6€
February 28, 200 March 17, 200 March 31,200  $ 0.4z
May 8, 200€ June 16, 20C June 30,20C % 0.4z
August 7, 200¢ September 15, 20! September 30, 200 $ 0.4z
November 6, 200 December 15, 20( January 2, 20C  $ 0.4z
Total declared for 200 $ 1.6¢

Of the dividends declared during the yeatesl December 31, 2007, $1.59 comprised ordinagnie and $0.07 comprised long-term
capital gains. Of the dividends declared duringytsar ended December 31, 2008, $1.60 comprisedamdincome and $0.08 comprised long-
term capital gains.

To maintain our RIC status, we must timdiltribute an amount equal to at least 90% of edinary income and realized net short-term
capital gains in excess of realized net long-teapital losses, if any, reduced by deductible expgnsut of the assets legally available for
distribution, for each year. To avoid certain egdizxes imposed on RICs, we are generally reqtireldstribute during each calendar year an
amount at least equal to the sum of (i) 98% ofardinary income for the calendar year, plus (iiy®98f our capital gains in excess of capital
losses for the one-year period ending on Octobexf3ie calendar year plus (iii) any ordinary inmand net capital gains for preceding years
that were not distributed during such years. i tlieiquirement is not met, we will be required tyg panondeductible excise tax equal to 4% of
the amount by which 98% of the current year's thxattome exceeds the distribution for the yeae Txable income on which an excise tax
is paid is generally carried forward and distrilaite stockholders in the next tax year. Dependimghe level of taxable income earned in a tax
year, we may choose to carry forward taxable incomexcess of current year distributions into teatrtax year and pay a 4% excise tay
such income, as required. For the years ended Omsredd, 2008 and 2007, we recorded a net excisgrtaxsion of $0.1 million for both
years. We cannot assure you that we will achieseltgthat will permit the payment of any cashritisttions.

We maintain an "opt out" dividend reinvestrplan for our common stockholders. As a reffulie declare a cash dividend, then
stockholders' cash dividends will be automaticediypvested in additional shares of our common stooless they specifically opt out of the
dividend reinvestment plan so as to receive cagdetids.

RECENT SALES OF UNREGISTERED SECURITIES

We did not sell any securities during tleeigpd covered by this report that were not regéstarnder the Securities Act.

ISSUER PURCHASES OF EQUITY SECURITIES

In December 2008, as a part of the Compatiyldend reinvestment plan for our common stotdidas, we purchased 563,196 shares of
our common stock for $3.5 million in the open marike
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order to satisfy the reinvestment portion of owiadiends. The following chart outlines repurchasesus common stock during the year ended
December 31, 2008.

Maximum (or
Total Number of Approximate Dollar Value)
Shares Purchased ¢

Total Number  Average Price of Shares that May Yet Be
Part of Publicly Purchased Under the Plan
of Shares Paid Per Announced Plans
Period Purchased Share or Programs or Programs

January 1, 2008 through January 31, 2 — — — —
February 1, 2008 through February 29, 2 —
March 1, 2008 through March 31, 20 76,548 $  12.7: — —
April 1, 2008 through April 30, 200 — — — —
May 1, 2008 through May 31, 20! — — — =
June 1, 2008 through June 30, 2I 374,25 $  10.6- — —
July 1, 2008 through July 31, 20 — — — —
August 1, 2008 through August 31, 2C — —
September 1, 2008 through September 30, 390,85 $ 10.9t — —
October 1, 2008 through October 31, 2 — — — —
November 1, 2008 through November 30, 2 — — — —
December 1, 2008 through December 31, Z 563,19¢ 6.1¢ — —

Total 1,404,85: 9.0¢ — —

©

©

47




COMPARISON OF CUMULATIVE TOTAL RETURN AMONG ARES CA PITAL
CORPORATION, S&P 500 AND S&P SPECIALIZED FINANCE IN DEX

Comparison of Cumuliative Total Return
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SOURCE Standard & Poor's Institutional Market Servi

NOTES: Assumes $100 invested on 10/8/2004 (the dateed £apital Corporation's initial public offering)Ares Capital Corporation, in
S&P 500 and in S&P Specialized Finance Index. Agsuall dividends are reinvested on a monthly b

Oct04 Dec04 Dec05 Dec06 Dec07 Dec08
Ares Capital Corporatio 10C 132 11¢€ 152 13C 68
S&P 500 Inde» 10C 10¢ 114 132 13¢ 88
S&P Specialized Finance Ind 10C 11¢€ 154 162 158 53

The graph and other information furnisheder this Part 1l Item 5 (d) of this Form 10-K dhadt be deemed to be "soliciting material” or
to be "filed" with the Commission or subject to R&gion 14A or 14C, or to the liabilities of Secti@8 of the Exchange Act, as amended.
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Item 6. Selected Consolidated Financial Dal

The following selected financial and othata for the years ended December 31, 2008, 2@UB, 21d 2005, and for the period from
June 23, 2004 (inception) through December 31, 2084lerived from our consolidated financial staeta which have been audited by
KPMG LLP, an independent registered public accaowgntirm whose report thereon is included elsewliretbis Annual Report. The data
should be read in conjunction with our consoliddtedncial statements and notes thereto and "Managés Discussion and Analysis of
Financial Condition and Results of Operations,"chiare included elsewhere in this Annual Report.

ARES CAPITAL CORPORATION AND SUBSIDIARIES
SELECTED FINANCIAL DATA

As of and For the Years Ended December 31, 2008,@Q 2006 and 2005 and As of and For the
Period June 23, 2004 (inception) Through Decemberl32004
(dollar amounts in thousands, except per share datand as otherwise indicated)

As of and
For the Period
As of and As of and As of and As of and
For the For the For the For the June 23, 200
Year Ended Year Ended Year Ended Year Ended (inception)
December 31 December 31 December 31 December 31 Through
December 31
2008 2007 2006 2005 2004
Total Investment Incom $ 240,46: $ 188,87. $ 120,02: $ 41,85( $ 4,381
Net Realized and Unrealized Gains (Losses) on tmests and Foreign Currenci (266,44") (4,117) 13,06¢ 14,727 47t
Total Expense 113,22: 94,75: 58,45¢ 14,56¢ 1,66¢
Income Tax Expense (Benefit), Including Excise ’ 24¢ (82¢€) 4,931 15¢ —
Net (Decrease) Increase in Stockholders' Equityiieg from Operation: $ (139,45) $ 90,83: $ 69,698 $ 41,85, $ 3,19(
Per Share Dat:
Net Increase (Decrease) in Stockholder's Equity@eg from Operations
Basic(1): $ (156 $ 134 % 156 $ 178 $ 0.2¢
Diluted(1): $ (1.5¢) $ 134 $ 158 $ 178 $ 0.2¢
Cash Dividend Declare: $ 168 $ 16€ $ 164 $ 13C % 0.3C
Total Assets $ 209133 $ 182940 $ 1,347,99. $ 61364 $ 220,45t
Total Debt $ 908,78t $ 681,52¢ $ 482,000 $ 18,00 $ 55,50(
Total Stockholders' Equit $ 1094870 $ 112455 $ 789,43. $ 569,61 $ 159,70t
Other Data
Number of Portfolio Companies at Period Enc 91 78 60 38 2C
Principal Amount of Investments Purchasec $ 92594 $ 1,251,300 $ 1,08750 $ 504,29¢ $ 234,10:
Principal Amount of Investments Sold and Repayn{dh $ 48527 $ 718,69¢ $ 430,02: $ 108,41 $ 52,27.
Total Return Based on Market Value (45.25% (14.76% 29.1% (10.60% 31.5%
Total Return Based on Net Asset Value (11.19% 8.98% 10.7%% 12.0% (1.80%
Weighted Average Yield of Debt and Income Produdtiogity Securities at Fair Value(i 12.7% 11.6¢% 11.95% 11.25% 12.36%
Weighted Average Yield of Debt and Income Produdtiogity Securities at Amortized Cost( 11.7%% 11.6%% 11.6%% 11.4(% 12.25%
1) In accordance with Statement of Financial Accounfitandards No. 128, Earnings Per Share, the vegigiterage shares of common stock outstandinginsesinputing basic

and diluted earnings per common share have beestadi
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@
(©)

4)
®)

(6)

@)

retroactively by a factor of 1.02% to recognize loeus element associated with rights to acquiageshof common stock that we issued to stockholoferscord as of March 24,
2008 in connection with a rights offering.

Includes commitments to portfolio companies for ethiunding has yet to occur.

The information presented for the period June BB4inception) through December 31, 2004 inclubib$0.8 million of the assets purchased from RoyaikBof Canada and
excludes $9.7 million of publicly traded fixed imoe securities.

The information presented for the period June BB4Jinception) through December 31, 2004 excl®&8g million of publicly traded fixed income sedigs.

Total return based on market value for the yeaedraecember 31, 2008 equals the decrease of thegemdrket value at December 31, 2008 of $6.33hare over the ending
market value at December 31, 2007 of $14.63 paegtias the declared dividends of $1.68 per stmréhe year ended December 31, 2008. Total retasedon market value for
the year ended December 31, 2007 equals the dearétiee ending market value at December 31, 20@214.63 per share over the ending market valizeaember 31, 2006 of
$19.11 per share plus the declared dividends @&6#ier share for the year ended December 31, 2@l return based on market value for the yeaedridecember 31, 2006
equals the increase of the ending market valueeaeMber 31, 2006 of $19.11 per share over the gmdarket value at December 31, 2005 of $16.07 lperesplus the declared
dividends of $1.64 per share for the year endeceBéer 31, 2006. Total return based on market Valutne year ended December 31, 2005 equals threakse of the ending
market value at December 31, 2005 of $16.07 peesheer the ending market value at December 314 208$19.43 per share plus the declared dividef&d 80 per share for the
year ended December 31, 2005. Total return basedaoket value for the period June 23, 2004 (inceptthrough December 31, 2004 equals the increfabe @nding market
value at December 31, 2004 of $19.43 per sharetbeenffering price of $15.00 per share plus thelated dividend of $0.30 per share (includes reafrcapital of $0.01 per sha
for holders of record on December 27, 2004, dividgdhe offering price. Total return based on mavkue is not annualized.

Total return based on net asset value for the exeded December 31, 2008 equals the change in sett\adue during the period (adjusted for shangaisses) plus the declared
dividends of $1.68 per share for the year endece®éer 31, 2008, divided by the beginning net asalee. Total return based on net asset value toy#iar ended December 31,
2007 equals the change in net asset value durengehod (adjusted for share issuances) plus tblearel dividends of $1.66 per share for the yededrDecember 31, 2007,
divided by the beginning net asset value. Totairrebased on net asset value for the year endeenilEar 31, 2006 equals the change in net asset gatirgy the period (adjusted
for share issuances) plus the declared dividen&4 @4 per share for the year ended December 88, 2livided by the beginning net asset value. Tigtairn based on net asset
value for the year ended December 31, 2005 edoelshange in net asset value during the periodiggetj for share issuances) plus the declared digglef $1.30 per share for 1
year ended December 31, 2005, divided by the begintet asset value. Total return based on net aakee for the period June 23, 2004 (inceptionyuigh December 31, 2004
equals the change in net asset value during thedpelus the declared dividend of $0.30 per shendudes return of capital of $0.01 per share)Hoiders of record on
December 27, 2004, divided by the beginning nettasslue. Total return based on net asset valoetiannualized.

Weighted average yield on debt and income produetngty securities at fair value is computed agh@)annual stated interest rate or yield earnesl thie net annual amortization
of original issue discount and market discount cecr@ing debt divided by (b) total income producewyity securities and debt at fair value. Weigleeerage yield on debt and
income producing equity securities at amortized mosomputed as (a) the annual stated interesioragield earned plus the net annual amortizaifasriginal issue discount and
market discount on accruing debt divided by (baltotcome producing equity securities and debtatréized cost.
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Item 7. Management's Discussion And Analysis (financial Condition And Results Of Operations

The information contained in this section shouldded in conjunction with the Selected Financiati@ather Data and our financial
statements and notes thereto appearing elsewhearésiinnual Report. In addition, some of the steets in this report constitute forward-
looking statements, which relate to future eventhe future performance or financial conditiontbé Company. The forward-looking
statements contained in this report involve riskd ancertainties, including statements as to:

. our future operating result

. our business prospects and the prospects of otfol@icompanies

. the return or impact of investments that we expeahake;

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

. the impact of fluctuations in interest rates on business

. the valuation of our investments in portfolio comies, particularly those having no liquid tradingnket;
. our ability to recover unrealized losses;

. our ability to access alternative debt marketsaduitional capital;

. our contractual arrangements and relationships thitd parties

. the dependence of our future success on the gesmyabmy and its impact on the industries in whiehinvest;
. the ability of our portfolio companies to achieheit objectives;

. our expected financings and investme

. the adequacy of our cash resources and workingatz

. the timing, form and amount of any dividend digtitibns;

. the timing of cash flows, if any, from the operasoof our portfolio companies; and

the ability of our investment adviser to locatetahlie investments for us and to monitor and adr@nisur investment:

We use words such as "anticipates," "bebeV'expects,” "intends," "will," "should," "mayhd similar expressions to identify forward-
looking statements. Our actual results could diffiaterially from those projected in the forwardiow statements for any reason, including
the factors set forth in "Risk Factors" and elsenghe this Annual Report.

We have based the forward-looking statemegriuded in this Annual Report on information iéadale to us on the date of this Annual
Report, and we assume no obligation to update acly forward-looking statements. Although we undegtao obligation to revise or update
any forward-looking statements, whether as a reduiew information, future events or otherwise yawe advised to consult any additional
disclosures that we may make directly to you ootigh reports that we have filed or in the futureyrile with the SEC, including registration
statements on Form N-2, quarterly reports on Fddp@land current reports on Form 8-K.

OVERVIEW

We are a specialty finance company thatdksed-end, non-diversified management investm@mipany incorporated in Maryland. We
have elected to be regulated as a BDC under thestment
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Company Act. We were founded on April 16, 2004 amrde initially funded on June 23, 2004 and on Oetdl 2004 completed our initial
public offering (the "IPO").

Our investment objective is to generatdnlmotrrent income and capital appreciation througiit @nd equity investments. We invest
primarily in first and second lien senior loans anelzzanine debt, which in some cases includes @ityegpmponent like warrants. To a lesser
extent we make equity investments.

We are externally managed by Ares Capitahdjement, an affiliate of Ares Management, angeddent international investment
management firm, pursuant to the investment adyiand management agreement. Ares Administratioaffiiate of Ares Management,
provides the administrative services necessarygdo operate.

As a BDC, we are required to comply witinta regulatory requirements. For instance, weegaty have to invest at least 70% of our
total assets in "qualifying assets," including sé@s and indebtedness of private U.S. compauigsh, cash equivalents, U.S. government
securities and high-quality debt investments thatume in one year or less.

The Company has elected to be treatedRI€ ainder Subchapter M of the Code and operatasiianner so as to qualify for the tax
treatment applicable to RICs. To qualify as a Ri€,must, among other things, meet certain sourdeenime and asset diversification
requirements and timely distribute to our stockkoddat least 90% of our investment company taxablame, as defined by the Code, for each
year. Pursuant to this election, we generally mill have to pay corporate level taxes on any inctivaewe distribute to our stockholde

CRITICAL ACCOUNTING POLICIES
Basis of Presentatiol

The accompanying consolidated financigiestents have been prepared on the accrual baatxofinting in conformity with accounting
principles generally accepted in the United Staded,include the accounts of the Company and itdlwbwned subsidiaries. The consolida
financial statements reflect all adjustments amthssifications which, in the opinion of managemené necessary for the fair presentation of
the results of the operations and financial coaditis of and for the periods presented. All sigaiit intercompany balances and transactions
have been eliminated.

Cash and Cash Equivalents

Cash and cash equivalents include sham;téquid investments in a money market fund. Caisti cash equivalents are carried at cost
which approximates fair value.

Concentration of Credit Risk

The Company places its cash and cash dguigawith financial institutions and, at timesskaeld in money market accounts may exi
the Federal Deposit Insurance Corporation insuret. |

Investments

Investment transactions are recorded otr#ite date. Realized gains or losses are compigtad the specific identification method.
Investments for which market quotations are reaalilgilable are typically valued at such market gtiohs. In order to validate market
guotations, we look at a number of factors to dawiee if the quotations are representative of falue, including the source and nature of the
guotations. Debt and equity securities that argonbticly traded or whose market prices are nodilgavailable (i.e., substantially all of our
investments) are valued at fair value as determimeggod faith by our board of directors, basedt@input of our management and audit

52




committee and independent valuation firms that Heen engaged at the direction of the board tstassihe valuation of each portfolio
investment without a readily available market gtiotaat least once during a trailing 12 month pg@md under a valuation policy and a
consistently applied valuation process. The vatuagirocess is conducted at the end of each fiszatey, with approximately 50% (based on
value) of our valuations of portfolio companieshuitit readily available market quotations subjegetgew by an independent valuation firm.

As part of the valuation process, we még tato account the following types of factorstgéfevant, in determining the fair value of our
investments: the enterprise value of a portfolimpeany (an estimate of the total fair value of tbetfolio company's debt and equity), the
nature and realizable value of any collateral pbefolio company's ability to make payments asceirnings and discounted cash flow, the
markets in which the portfolio company does busihascomparison of the portfolio company's se@gitd publicly traded securities, changes
in the interest rate environment and the creditetargenerally that may affect the price at whiohilar investments may be made in the fut
and other relevant factors. When an external esgctt as a purchase transaction, public offerirgubsequent equity sale occurs, we use the
pricing indicated by the external event to corratberour valuation.

Because there is not a readily availableketaralue for most of the investments in our paitf, we value substantially all of our portfolio
investments at fair value as determined in goatth tay our board of directors, based on the inpudwfmanagement and audit committee and
independent valuation firms under a valuation goéind a consistently applied valuation process. Bube inherent uncertainty of determin
the fair value of investments that do not haveaalitg available market value, the fair value of auwrestments may fluctuate from period to
period. Additionally, the fair value of our investmts may differ significantly from the values taiuld have been used had a ready market
existed for such investments and may differ maltgrieom the values that we may ultimately realifeirther, such investments are generally
subject to legal and other restrictions on resaletlverwise are less liquid than publicly tradedwsiies. If we were required to liquidate a
portfolio investment in a forced or liquidation salve may realize significantly less than the vatehich we have recorded it.

In addition, changes in the market envirentrand other events that may occur over the fita@investments may cause the gains or
losses ultimately realized on these investmenbetdifferent than the valuations currently assigr8ak "Risk Factors—Risks Relating to our
Investments—~Price declines and illiquidity in trerorate debt markets have adversely affectedpandcontinue to adversely affect, the fair
value of our portfolio investments, reducing out agset value through increased net unrealizecedigpion."

With respect to investments for which maudggotations are not readily available, our bodrdiectors undertakes a multi-step valuation
process each quarter, as described below:

. Our quarterly valuation process begins with eaalf@d company or investment being initially vatliby the investment
professionals responsible for the portfolio investinin conjunction with our portfolio managemerarte

. Preliminary valuation conclusions are then documeiand discussed by our managem

. The audit committee of our board of directors res¢hese preliminary valuations, as well as theiirg independent valuatic
firms with respect to the valuations of approxinhat% (based on value) of our portfolio companigthout readily available
market quotations.

. The board of directors discusses valuations anerahirtes the fair value of each investment in outfplio without a readily

available market quotation in good faith basedritput of our management and audit committeeiraaependent valuation
firms.
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Effective January 1, 2008, the Company &etbStatement of Financial Accounting Standards1$@, Fair Value Measurements
("SFAS 157"), which expands the application of fafue accounting for investments (see Note 9éactinsolidated financial statements).

Interest Income Recognitiol

Interest income, adjusted for amortizatibpremium and accretion of discount, is recordedmo accrual basis. Discounts and premiums
on securities purchased are accreted/amortizedtbedife of the respective security using the @ffee yield method. The amortized cost of
investments represents the original cost adjustethé accretion of discounts and amortizationrehgums.

Loans are generally placed on non-acctaalis when principal or interest payments are @ast30 days or more or when there is
reasonable doubt that principal or interest willdodlected. Accrued interest is generally revensben a loan is placed on non-accrual status.
Interest payments received on non-accrual loansheagcognized as income or applied to princippkdeing upon management's judgment
regarding collectability. Non-accrual loans ardaesd to accrual status when past due principalirtedest is paid and, in management's
judgment, are likely to remain current. The Comparay make exceptions to this if the loan has sigfficcollateral value and is in the proc
of collection.

Paymen-in-Kind Interest

The Company has loans in its portfolio thattain a payment-ikind ("PIK") provision. The PIK interest, computatithe contractual ra
specified in each loan agreement, is added toriheipal balance of the loan and recorded as isténeome. To maintain the Company's st
as a RIC, this non-cash source of income must lobque to stockholders in the form of dividends e¥eough the Company has not yet
collected the cash.

Capital Structuring Service Fees and Other Income

The Company's investment adviser seeksawvige assistance to our portfolio companies imnemtion with the Company's investments
and in return the Company may receive fees fortabgiructuring services. These fees are normaligt pt the closing of the investments, are
generally non-recurring and are recognized as gv&rhen earned upon closing of the investment.sEingices that the Company's investment
adviser provides vary by investment, but genermadlysist of reviewing existing credit facilitiesyanging bank financing, arranging equity
financing, structuring financing from multiple leexd, structuring financing from multiple equity @stors, restructuring existing loans, raising
equity and debt capital, and providing generalrfiial advice, which concludes upon closing of theestment. Any services of the above
nature subsequent to the closing would generaliegee a separate fee payable to the Companyrtlircenstances where the Company is
invited to participate as a co-lender in a trarieacind does not provide significant services inraztion with the investment, a portion of loan
fees paid to the Company in such situations wiltlbgerred and amortized over the estimated lifthnefloan. The Company's investment ad
may also take a seat on the board of directorspofreiolio company, or observe the meetings ofttbard of directors without taking a formal
seat.

Other income includes fees for asset managg consulting, loan guarantees, commitmentsp#mel services rendered by the Company
to portfolio companies. Such fees are recognizéda@sne when earned or the services are rendered.
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Foreign Currency Translation

The Company's books and records are magdadn U.S. dollars. Any foreign currency amountsteanslated into U.S. dollars on the
following basis:

Q) Market value of investment securities, other asaetsliabilitie—at the exchange rates prevailing at the end opéhnied.

2) Purchases and sales of investment securities, imeot expenses—at the rates of exchange prevailitige respective dates of
such transactions, income or expenses.

Results of operations based on changexd@igh exchange rates are separately disclosdnistatement of operations. Foreign security
and currency translations may involve certain adergitions and risks not typically associated witresting in U.S. companies and U.S.
government securities. These risks include, bunhatdimited to, currency fluctuation and revaloats and future adverse political, social and
economic developments, which could cause invessriarforeign markets to be less liquid and priceserwvolatile than those of comparable
U.S. companies or U.S. government securities.

Accounting for Derivative Instrument:

The Company does not utilize hedge accogrdand marks its derivatives to market through atens.
Offering Expenses

The Company's offering costs are chargaihagthe proceeds from equity offerings when nesghi
Debt Issuance Cost

Debt issuance costs are being amortizedtbedife of the related credit facility using thraight line method, which closely approxim
the effective yield method.

U.S. Federal Income Taxes

The Company has elected to be treatedrd€ ainder Subchapter M of the Code and operatasnanner so as to qualify for the tax
treatment applicable to RICs. In order to qualdyaaRIC, among other things, the Company is requodimely distribute to its stockholders at
least 90% of investment company taxable incomegéiaed by the Code, for each year. The Companyrfeate and intends to continue to
make the requisite distributions to its stockhadderhich will generally relieve the Company fronSUfederal income taxes.

Depending on the level of taxable incommed in a tax year, we may choose to carry forvi@xdble income in excess of current year
dividend distributions into the next tax year aly p. 4% excise tax on such income, as requireth& extent that the Company determines
that its estimated current year annual taxablenrecwill be in excess of estimated current yearddimd distributions, the Company accrues
excise tax, if any, on estimated excess taxablenirecas taxable income is earned.

Certain of our wholly owned subsidiaries aubject to U.S. federal and state income taxes.
Dividends

Dividends and distributions to common stomkers are recorded on the record date. The antouret paid out as a dividend is determi
by the board of directors each quarter and is gdlgdvased upon the current and expected futurgireggs estimated by management. Net
realized capital
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gains, if any, are generally distributed at leastually, although we may decide to retain suchtehpgains for investment.

We have adopted a dividend reinvestment thlat provides for reinvestment of any distribnsave declare in cash on behalf of our
stockholders, unless a stockholder elects to reamagh. As a result, if our board of directors atiges, and we declare, a cash dividend, then
our stockholders who have not "opted out” of owid#ind reinvestment plan will have their cash divids automatically reinvested in
additional shares of our common stock, rather tieariving the cash dividend. While we generally pgmarily newly issued shares to
implement the plan (especially if our shares axditrg at a premium to net asset value), we mayhaises shares in the open market in
connection with our obligations under the planpé#mticular, if our shares are trading at a sigaificenough discount to net asset value and we
are otherwise permitted under applicable law telpase such shares, we intend to purchase shatesapen market in connection with our
obligations under our dividend reinvestment plan.

Use of Estimates in the Preparation of Financial&@ements

The preparation of financial statementsdnformity with accounting principles generally apted in the United States requires
management to make estimates and assumptiondfiwztttae reported amounts of actual and contingseets and liabilities at the date of the
financial statements and the reported amountsoofiire or loss and expenses during the reportingghefictual results could differ from those
estimates. Significant estimates include the vauaatf investments.

New Accounting Pronouncemen

On October 10, 2008, FASB Staff Position W&7-3—Determining the Fair Value of a Financial Asset \Whiee Market for That Asset
Not Active, or FSP "157-3", was issued. FSP 157-3 provideBustrative example of how to determine the fatue of a financial asset in an
inactive market. FSP 157-3 does not change thev&ile measurement principles set forth in SFAS (58@ Note 9 to the consolidated
financial statements for a description of SFAS 15ifce adopting SFAS 157 in January 2008, ourge®for determining the fair value of our
investments has been, and continues to be, comisigiil the guidance provided in the example in ASP-3. As a result, the adoption of FSP
157-3 did not affect our process for determining fir value of our investments and did not haweagerial effect on our financial position or
results of operations.
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PORTFOLIO AND INVESTMENT ACTIVITY

Year Ended December 31,
(in millions, except number of
new investment commitments,

terms and percentages)

2008 2007 2006

New investments(1

New portfolio companie $600.5 $1,091.¢ $ 812.F

Existing portfolio companie 305.( 256.( 297.t

Total new investment 905.8 1,347.¢ 1,110.
Less:

Investments exite 430.: 654.1 404.¢

Net investment $475.2 $ 6935 $ 705.1
New investments funde:

New portfolio companie $455.f $ 876.& $ 736.]

Existing portfolio companie 279.7 253.( 292.1

Total $735.2 $1,129.6 $1,028.:
Principal amount of investments purchas

Senior term dek $529.2 $ 886.1 $ 726.

Senior subordinated de 336.: 187.1 249.¢

Equity and othe 60.4 177.¢ 111.5

Total $925.¢ $1,251.« $1,087.t
Principal amount of investments sold or repi

Senior term dek $448.¢ $ 608.: $ 255.f

Senior subordinated de 29.C 89.¢ 99.7

Equity and othe 7.4 20.¢ 75.2

Total $485.2 $ 718.7 $ 430.(
Number of new investments( 39 47 54
Average new investment amot $232 $ 287 $ 19.c
Weighted average term for new investments (in mej 66 69 69
Weighted average yield of debt and income produsewyrities at fair value funded during the per8) 125% 11.5% 11.7¢%

Weighted average yield of debt and income produsewyrities at amortized cost funded during théopé8) 12.586 11.5% 11.7¢%
Weighted average yield of debt and income produsewyrities at fair value sold or repaid during pleeiod

3) 9.4% 11.6©% 11.3%
Weighted average yield of debt and income produsewyrities at amortized cost sold or repaid dutfirg
period(3) 9.7% 11.72% 11.9%%

Q) New investment commitments include new agreemertisrid revolving credit facilities or delayed drévens.
2 Number of new investments represents each committaenparticular portfolio company.

(3)  When we refer to the "weighted average yield atvaiue" in this report, we compute it with respexparticular securities by taking t
(a) annual stated interest rate or yield earnes thle net annual amortization of original issueali;it and market discount earned on
accruing debt included in such securities, andditig it by (b) total debt and income producing séms at fair value included in such
securities. When we refer to the "weighted averaglel at amortized cost" in this report, we compititgith respect to particular
securities by taking the (a) annual stated intewstor yield earned plus the net annual amoitizaif original issue discount and
market
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discount earned on accruing debt included in sechrities, and dividing it by (b) total debt and@me producing securities at
amortized cost included in such securities.

The investment adviser employs an investmraging system to categorize our investmentsdifiteon to various risk management and
monitoring tools, the investment adviser gradesctiedit status of all investments on a scale af 4 ho less frequently than quarterly. This
system is intended to reflect the performance efabrtfolio company's business, the collateral cage of the investment and other relevant
factors. Under this system, investments with a @@ involve the least amount of risk in our faib. This portfolio company is performing
above expectations and the trends and risk faatergenerally favorable, including a potential elxivestments graded 3 involve a level of risk
that is similar to the risk at the time of origiiwat. This portfolio company is performing as exgecand the risk factors are neutral to favor:
All new investments are initially assessed a g@d® Investments graded 2 involve a portfolio camy performing below expectations and
indicates that the investment's risk has increasat@rially since origination. This portfolio compamay be out of compliance with debt
covenants, however, payments are generally not thare120 days past due. For investments gradedr2nvestment adviser increases
procedures to monitor the portfolio company and wilte down the fair value of the investment ifstdeemed to be impaired. An investment
grade of 1 indicates that the portfolio compangesforming materially below expectations and thatinvestment risk has substantially
increased since origination. Most or all of the td=dvenants are out of compliance and paymentsiudostantially delinquent. Investments
graded 1 are not anticipated to be repaid in full aur investment adviser will reduce the fair neankalue of the investment to the amount our
investment adviser anticipates will be recoveregr. @vestment adviser employs half-point incremeateflect underlying trends in portfolio
company operating or financial performance, as aglhe general outlook. As of December 31, 20@8weighted average investment grac
the investments in our portfolio was 2.9 and sanl®were past-due or on non-accrual status. Thghtesl average investment grade of the
investments in our portfolio as of December 31,20@s 3.0. The distribution of the grades of outfptio companies as of December 31,
2008 and 2007 is as follows (dollar amounts in gamas):

As of December 31, 200 As of December 31, 200

Number of Number of

Fair Fair
Value Companies Value Companies
Grade 1 $ 48,19. 8 $ 13,927 1
Grade Z 180,52 9 115,58! 6
Grade & 1,632,13i 68 1,581,811 66
Grade 4 112,12: 6 62,87¢ 3
$1,972,97 91 $1,774,20: 76

The weighted average yields of the follagvportions of our portfolio as of December 31, 2@@8 2007 were as follows:

As of December 31,

2008 2007
Amortized Amortized
Fair Fair
Value Cost Value Cost
Debt and income producing securit 12.7% 11.7%% 11.68% 11.6/%
Total portfolio 11.2/% 9.7¢% 10.22%  10.1/%
Senior term dek 12.0% 10.8%%% 11.1¢% 11.0%%
Senior subordinated de 14.7¢% 13.6% 13.22% 12.9%%
Income producing equity securiti 8.42% 9.3(% 10.3t% 9.9(%
First lien senior term del 10.8(% 9.9% 10.5% 10.4%
Second lien senior term de 13.7% 12.00%0 12.38% 12.1(%
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RESULTS OF OPERATIONS
For the years ended December 31, 2008, 2007 and5200
Operating results for the years ended Déeer@1, 2008, 2007 and 2006 are as follows (inghods):

For the Year Ended December 31,

2008 2007 2006
Total Investment Incom $ 240,46. $188,87. $120,02:
Total Expense 113,22: 94,75( 58,45¢
Net Investment Income Before Income Ta 127,24( 94,12: 61,56:
Income Tax Expense (Benefit), Including Excise 24¢ (82¢€) 4,931

Net Investment Incom 126,99: 94,94¢ 56,63:
Net Realized Gain 6,371 6,54 27,61¢
Net Unrealized Losse (272,819 (10,66 (14,559

Net (Decrease) Increase in Stockholders' EquityiReg From Operatior  $(139,455) $ 90,83 $ 69,69¢

Investment Income

For the year ended December 31, 2008, itotaktment income increased $51.6 million, or 27%r the year ended December 31, 2007.
Interest income from investments increased $46lilomj or 28%, to $208.5 million for the year endedcember 31, 2008 from $162.4 million
for the comparable period in 2007. The increadatarest income from investments was primarily thughe increase in the size of the portfc
as well as increases in the weighted average pielthe portfolio. The average investments, atvaiue, for the year increased to $2.0 billion
for the year ended December 31, 2008 from $1.®bifior the comparable period in 2007. Capital ¢inting service fees increased
$3.2 million, or 18%, to $21.2 million for the yeanded December 31, 2008 from $18.0 million forcbmparable period in 2007. The incre
in capital structuring service fees was primariedo the increase in fee percentages as a résutire favorable terms available in the current
market.

For the year ended December 31, 2007, itotektment income increased $68.9 million, or 57%m the year ended December 31, 2006.
Interest income from investments increased $64llomj or 65%, to $162.4 million for the year endedcember 31, 2007 from $98.3 million
for the comparable period in 2006. The increadatarest income from investments was primarily thuéhe increase in the overall size of the
portfolio. The average investments, at fair vafoethe year increased to $1.5 billion for the yeaded December 31, 2007 from $871.0 mi
for the comparable period in 2006. Capital struogiservice fees increased $2.0 million, or 12%%$18.0 million for the year ended
December 31, 2007 from $16.0 million for the congde period in 2006. The increase in capital stnilegy service fees was primarily due to
the increased amount of new investments made. Mioeiiat of new investments made increased to $1li8biluring the year ended
December 31, 2007 from $1.1 billion for the comjpéegeriod in 2006.

Operating Expenses

For the year ended December 31, 2008, ¢ogagnses increased $18.5 million, or 19%, fromytrer ended December 31, 2007. Base
management fees increased $6.9 million, or 29%3@5 million for the year ended December 31, 2068 $23.5 million for the comparable
period in 2007, primarily due to the increase ia size of the portfolio. Incentive fees relategte-incentive fee net investment income
increased $8.2 million, or 35%, to $31.7 milliom fbe year ended December 31, 2008 from $23.5amiflor the comparable period in 2007,
primarily due to the increase in the size of
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the portfolio and the related increase in net itmest income. The increase in total expenses wdisibaoffset by the decline in interest
expense and credit facility fees. Interest expamskecredit facility fees decreased $0.4 million1®6, to $36.5 million for the year ended
December 31, 2008 from $36.9 million for the congde period in 2007, despite significant incredsdle outstanding borrowings for the
period. The average outstanding borrowings duffiiegyear ended December 31, 2008 was $819.0 mdbampared to average outstanding
borrowings of $567.9 million for the comparableipdrin 2007. The increase in outstanding borrowiwgs more than offset by the decline in
the average cost of borrowing which went from 6.08%the year ended December 31, 2007 to 4.06%hfyear ended December 31, 2008.

For the year ended December 31, 2007, ¢sganses increased $36.3 million, or 62%, fromytrar ended December 31, 2006. Base
management fees increased $9.9 million, or 72%28&5 million for the year ended December 31, 206/ $13.6 million for the comparable
period in 2006, primarily due to the increase ia ¢fize of the portfolio. Incentive fees relategte-incentive fee net investment income
increased $7.5 million, or 46%, to $23.5 milliom the year ended December 31, 2007 from $16.1aniflor the comparable period in 2006,
primarily due to the increase in the size of thefptio and the related increase in net investnieodme. Interest expense and credit facility
increased $18.3 million, or 99%, to $36.9 milliam the year ended December 31, 2007 from $18.6omifbr the comparable period in 2006,
primarily due to the significant increase in theéstanding borrowings. The average outstanding kongs during the year ended Decembet
2007 was $567.9 million compared to average outitgrborrowings of $262.4 million for the comparlpleriod in 2006. The increase in tc
expenses was partially offset by the decline irimive fees related to realized gains. There wer@eentive fees related to realized gains
during the year ended December 31, 2007 compar$8.4omillion for the year ended December 31, 2@0@, to gross unrealized depreciation
offsetting net realized gains for the period. Negtlized gains were $6.6 million during the yearezhBecember 31, 2007 whereas gross
unrealized depreciation recognized was $61.2 millio

Income Tax Expense, Including Excise Tax

The Company has elected to be treatedRI€ ainder Subchapter M of the Code and operatasiianner so as to qualify for the tax
treatment applicable to RICs. Among other thinge,Eompany has, in order to maintain its RIC stahedde and intends to continue to make
the requisite distributions to its stockholders ethivill generally relieve the Company from U.S.deal income taxes.

Depending on the level of taxable incommed in a tax year, we may choose to carry forviaxdble income in excess of current year
dividend distributions into the next tax year amy jp 4% excise tax on such income, as requiredhd extent that the Company determines
that its estimated current year annual taxablenrewill be in excess of estimated current yearddind distributions, the Company accrues
excise tax, if any, on estimated excess taxablenmecas taxable income is earned. For the yearsiddeleember 31, 2008, 2007 and 2006
provisions of approximately $0.1 million, $0.1 rath and $0.6 million respectively, were recordedfémleral excise tax.

Certain of our wholly owned subsidiaries aubject to U.S. federal and state income tax@stheé year ended December 31, 2008, we
recorded a tax provision of approximately $0.1tf@rse subsidiaries. For the year ended Decemb@08Y, we recorded a tax benefit of
approximately $0.9 million for these subsidiariesr the year ended December 31, 2006, we recorteed@ovision of $4.4 million, for these
subsidiaries.
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Net Realized Gains/Losse

During the year ended December 31, 20@8Ctimpany had $495.6 million of sales and repaysnesulting in $6.6 million of net
realized gains. These sales and repayments incthée®i75.5 million of loans sold to the Ivy Hill fds. Net realized gains were comprised of
$6.8 million of gross realized gains and $0.2 afsgrrealized losses. The most significant realgaeds and losses during the year ended
December 31, 2008 were as follows (in millions):

Realized
Portfolio Company Gain (Loss)
Hudson Group, Inc $ 2.8
Waste Pro USA, Inc 2.0
Daily Candy, Inc. 1.3
Other 0.5
Total $ 6.6

During the year ended December 31, 20@7Cibimpany had $725.2 million of sales and repaysnesulting in $6.6 million of net
realized gains. These sales and repayments incthée$il 33.0 million of loans sold to Ivy Hill I. Nesalized gains were comprised of
$16.2 million of gross realized gains and $9.7 ionillof gross realized losses. The most significaatized gains and losses during the year
ended December 31, 2007 were as follows (in mijon

Realized

Portfolio Company Gain (Loss,
The GSI Group, Inc $ 6.2
Varel Holdings, Inc. 4.0
Equinox SMU Partners LL! 3.5
Berkline/Benchcraft Holdings LL¢ (8.9
Other 1.7

Total $ 6.6

During the year ended December 31, 20@6Ctimpany had $457.7 million of sales and repaysnesulting in $27.6 million of net
realized gains. Net realized gains were compri$é&i2@.7 million of gross realized gains and $0.1lian of gross realized losses. The most
significant realized gains and losses during trer y@ded December 31, 2006 were as follows (inon8):

Realized

Portfolio Company Gain (Loss,
CICQ, LP $ 18.€
United Site Services, Inc 4.t
GCA Services Group, Inc 1.C
Other 3.E
Total $ 27.¢

Net Unrealized Gains/Losses

For the year ended December 31, 2008, thepany had net unrealized losses of $272.8 millidrich was comprised of $54.9 million in
unrealized appreciation, $323.9 million in unreatiziepreciation and $3.8 million relating to theemsal of prior period net unrealized
appreciation. The
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most significant changes in net unrealized apptieciaand depreciation during the year ended Dece@be2008 were as follows (in millions

Unrealized Appreciation

Portfolio Company (Depreciation)
R3 Education, Inc $ 5.C
Instituto de Banco Y Comercio, Ini 4.5
Industrial Container Services LL 4.1
Diversified Collection Services, Inc 34
Campus Management Cor 3.C
Prommis Solutions, LL( (3.2
309179 Nova Scotia, Inc (3.
National Print Group, Inc (3.0
Athletic Club Holdings, Inc. 3.2
Booz Allen Hamilton, Inc. (3.2
Wastequip, Inc. 3.3
Direct Buy Holdings, Inc. (3.6)
OnCURE Medical Corp (3.6)
VSE&-Tranzact Holdings, LLC (4.0
Summit Business Media, LL (4.0
Best Brands Corporatic 4.3
GG Merger Sub I, Inc (4.7
Apogee Retail, LLC (4.8
Ivy Hill Middle Market Credit Fund, Ltd. (5.6)
Making Memories Wholesale, Inc (6.7)
Vistar Corporatior (6.9
HB&G Building Products (7.9
Growing Family, Inc. (7.5)
Primis Marketing Group, Inc (7.€)
Capella Healthcare, Inc (9.5
Wear Me Apparel, LLC (12.1)
Things Remembered, Inc (12.9)
Apple & Eve, LLC (12.9
MPBP Holdings, Inc. (15.9)
DSI Renal, Inc. (18.1)
Reflexite Corporatiol (29.9
Courtside Acquisition Corp (30.9)
Firstlight Financial Corporatio (37.0
Other (32.5)
Total $ (269.0)

For the year ended December 31, 2007, thepany had net unrealized losses of $10.7 millidmnich was comprised of $52.5 million in
unrealized appreciation, $60.4 million in unrealizkepreciation and $2.8 million relating to theawsal of prior period net unrealized
appreciation.
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The most significant changes in unrealized apptieciaand depreciation during the year ended Dece®be2007 were as follows (in

millions):

Portfolio Company

Unrealized Appreciation

(Depreciation)

Reflexite Corporatiol $ 27.2
The GSI Group, Inc 5.6
Waste Pro, Inc 4.0
Daily Candy, Inc. 3.6
Industrial Container Services, In 3.2
Varel Holdings, Inc. 3.C
Wastequip, Inc. (3.2
Making Memories Wholesale, Inc (5.0
Primis Marketing Group, Inc (5.6)
Universal Trailer Corporatio (7.2
Wear Me Apparel, LLC (8.0
Firstlight Financial Corporatio (20.0
MPBP Holdings, Inc. (10.5)
Other (5.0

Total $ (7.9

For the year ended December 31, 2006, threpany had net unrealized losses of $14.6 millidrich was comprised of $9.2 million in
unrealized appreciation, $8.9 million in unrealizipreciation and $14.9 million relating to theawsal of prior period net unrealized
appreciation. The most significant changes in Uimed appreciation and depreciation during the ysated December 31, 2006 were as
follows (in millions):

Unrealized Appreciation

Portfolio Company (Depreciation)

CICQ, LP $ 4.C
Universal Trailer Corporatio 3.4
Varel Holdings, Inc. 1.C
Making Memories Wholesale, Inc (2.9
Berkshire/Benchcraft Holdings LL (6.5)
Other 0.8

Total $ 0.3

FINANCIAL CONDITION, LIQUIDITY, AND CAPITAL RESOURC ES

Since the Company's inception, the Comdiguidity and capital resources have been geeénatimarily from the net proceeds of
public offerings of common stock, the Debt Secuaition, advances from the CP Funding Facility aptdRing Credit Facility (together, the
"Facilities"), as well as cash flows from operaton

As of December 31, 2008, the Company h&d4sghillion in cash and cash equivalents and $968li&n in total indebtedness
outstanding. Subject to leverage restrictions Qbmpany had approximately $265.2 million availdoleadditional borrowings under the
Facilities as of December 31, 2008.

Due to increasing volatility in global matk, the availability of capital and access to ehpnarkets has been limited. Until constraints on
raising new capital ease, we intend to pursue athenues of liquidity such as adjusting the paceunfinvestments, becoming more selective
in
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evaluating investment opportunities to ensure gmpaite risk-adjusted returns, pursuing asset satefor recycling lower yielding
investments. As the global liquidity situation exed, we will continue to monitor and adjust ourdimg approach accordingly. However, given
the unprecedented nature of the volatility in thabgl markets, there can be no assurances that #utigities will be successful. Moreover, if
current levels of market disruption and volatilkityntinue or worsen, we could face materially higiencing costs. Consequently, our
operating strategy could be materially and advegrafected. The illiquidity of our investments manake it difficult for us to sell such
investments if required. As a result, we may reasignificantly less than the value at which weeheacorded our investments. A failure to
renew or replace the CP Funding Facility with otinelebtedness, and any required sale of all oigodf the collateral securing the CP
Funding Facility, could have a material adversedntn our business, financial condition and resoflioperations.

Equity Offerings

On April 28, 2008, we completed a trandbaights offering, issuing 24,228,030 shares suitascription price of $11.0016 per share, less
dealer manager fees of $0.22 per share. Net preadtat deducting the dealer manager fees andastihoffering expenses were
approximately $259.8 million. Ares Investments L{®Bres Investments"), an affiliate of the investrhadviser, purchased 1,643,215 shares in
the rights offering, bringing its total shares owre 2,859,882 shares of common stock, represeappgoximately 2.9% of our total shares
outstanding as of December 31, 2008.

The following table summarizes the totargs issued and proceeds we received net of untlmvdealer manager and offering costs for
the years ended December 31, 2008, 2007 and 2006il(ions, except per share data):

Offering
Proceeds net o
Shares  price per  underwriting and

issued share offering costs
2008
April 2008 public offering 24z $11.0C $ 259.¢

Total for the year ended December 31, 2 24.2 $ 259.¢
2007
August 2007 public offerin 26 $16.3C $ 425
April 2007 public offering 15.8 $17.97 267.2
February 2007 public offerin 14 $19.9¢ 27.2
Underwriters ove-allotment option related to December 2006 publferafg 0.4 $18.5C 7.5
Total for the year ended December 31, 2 19.¢ $ 344.:
2006
December 2006 public offerir 27 $185C $ 49.¢
July 2006 public offering 10.& $15.6% 162.(
Total for the year ended December 31, 2 13.5 $ 211.¢

Part of the proceeds from our public offgs in 2008, 2007 and 2006 were used to repayamdtistg indebtedness. The remaining unused
portions of the proceeds from our public offeringgre used to fund investments in portfolio compsutieaccordance with our investment
objective and strategies and market conditions.

As of December 31, 2008, total market @diziation for the Company was $0.6 billion compat@®1.1 billion as of December 31, 2007.
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Debt Capital Activities

Our debt obligations consisted of the feilog as of December 31, 2008 and 2007 (in millions)

As of As of
December 31 December 31

2008 2007
Revolving Credit Facility $ 480t $ 282%
CP Funding Facility 114.: 85.C
Debt Securitizatiot 314.C 314.C

$ 908 $ 681t

The weighted average interest rate andhteijaverage maturity of all our outstanding boings as of December 31, 2008 were 3.03%
and 4.9 years, respectively.

The weighted average interest rate andhteijaverage maturity of all our outstanding boings as of December 31, 2007 were 5.66%
and 6.9 years, respectively.

The ratio of total debt outstanding to &tuaders' equity as of December 31, 2008 was 0.88:@ompared to 0.60:1.00 as of
December 31, 2007.

A summary of our contractual payment olilmyas as of December 31, 2008 are as follows (Ihians):

Payments Due by Perioc

Less thar
After
Total 1 year 1-3years 4-5years  5years
Revolving Credit Facility $480.f $§ — $480f $ — $ —
CP Funding Facility 114.: 114.: — — —
Debt Securitizatiol 314.C — — — 314«
Total Debt $908.¢ $114.¢ $480t $ — $314.(

In accordance with the Investment Compantly With certain limited exceptions, we are onlpaled to borrow amounts such that our
asset coverage, as defined in the Investment Competnis at least 200% after such borrowing. A®ecember 31, 2008, our asset coverage
for borrowed amounts was 220%.

CP Funding Facility

In October 2004, we formed Ares Capitalktinding LLC ("Ares Capital CP"), a wholly owned sidiary of the Company, through
which we established a revolving facility, refertecas the "CP Funding Facility," that, as amendddws Ares Capital CP to issue up to
$350.0 million of variable funding certificates. AEDecember 31, 2008, there was $114.3 milliorstauiding under the CP Funding Facility
and the Company continues to be in compliance alitbf the limitations and requirements of the GQihéing Facility.

On July 22, 2008, we entered into an amesmdrio the CP Funding Facility to, among othergdkirextend its maturity, decrease the
availability and advance rates applicable to certgpes of eligible loans and make certain provisiof the facility more restrictive. The
Company paid a renewal fee of 0.786% of the tatadunt available for borrowing, or $2.75 million. @ecember 5, 2008, we entered into an
amendment to the CP Funding Facility to, amongratiiegs, modify the net worth test applicablette Company, decrease the advance rates
applicable to certain types of eligible loans add an asset coverage requirement with respecet@tmpany consistent with regulatory
requirements.
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The CP Funding Facility is scheduled toiexpn July 21, 2009. The CP Funding Facility istsed by all of the assets held by Ares
Capital CP, which as of December 31, 2008 consistdd investments. See Note 8 to our consolidfiteshcial statements for more detail on
the CP Funding Facility.

Revolving Credit Facility

In December 2005, we entered into a sesgoured revolving credit facility, referred to he Revolving Credit Facility, under which, as
amended, the lenders have agreed to extend coetti tCompany in an aggregate principal amounero¢eding $525.0 million at any one
time outstanding. The Revolving Credit Facility @eg on December 28, 2010 and with certain excepti® secured by substantially all of the
assets in our portfolio (other than investmentsl gl Ares Capital CP under the CP Funding Fadiitgd those held as a part of the Debt
Securitization, discussed below), which as of Dewen31, 2008 consisted of 170 investments.

The Revolving Credit Facility also includas "accordion” feature that allows us to increthgesize of the Revolving Credit Facility to a
maximum of $765.0 million under certain circumst@scOn January 21, 2009, we partially exerciseddoerdion feature of the Revolving
Credit Facility, increasing the total amount avialiéefor borrowing from $510.0 million to $525.0 fioh. As of December 31, 2008, there was
$480.5 million outstanding under the Revolving Gréacility and the Company continues to be in cbamge with all of the limitations and
requirements of the Revolving Credit Facility. $éste 8 to our consolidated financial statementsriore detail on the Revolving Credit
Facility.

Debt Securitization

In July 2006, through our wholly owned sdiEy, ARCC CLO 2006 LLC ("ARCC CLO"), we completea $400.0 million debt
securitization (the "Debt Securitization") and isdwapproximately $314.0 million principal amountasket-backed notes (including
$50.0 million of revolving notes, all of which wedeawn down as of December 31, 2008) (the "CLO K9t third parties that were secured
by a pool of middle market loans that have beechmsed or originated by the Company. The CLO Natesncluded in the December 31,
2008 consolidated balance sheet. We retained ajppately $86.0 million of aggregate principal amoohtertain BBB and non-rated
securities in the Debt Securitization (the "RetdiNotes"). As of December 31, 2008, there weren§@stments securing the CLO Notes.

The CLO Notes mature on December 20, 288%f December 31, 2008, there was $314.0 milliotstanding under the Debt
Securitization (excluding the Retained Notes). Sete 8 to our consolidated financial statementsiiore detail on the Debt Securitization. In
February 2009, we purchased, in open market tréingaca total of $27.0 million of our outstandidgbt securities under the Debt
Securitization for $6.6 million.

In addition, as of December 31, 2008, we &idong-term issuer rating of Baa3 from Moody\selstor Service and a long-term
counterparty credit rating from Standard & Poorifgys Service of BBB.

PORTFOLIO VALUATION

Investment transactions are recorded otr#tle date. Realized gains or losses are compistad the specific identification method.
Investments for which market quotations are reaaligilable are typically valued at such market gtions. In order to validate market
guotations, we look at a number of factors to dawiee if the quotations are representative of falue, including the source and nature of the
guotations. Debt and equity securities that argonbticly traded or whose market prices are nadlilgavailable (i.e., substantially all of our
investments) are valued at fair value as
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determined in good faith by our board of directtw@sed on the input of our management and audibétiee and independent valuation firms
that have been engaged at the direction of theditoaassist in the valuation of each portfolio istveent without a readily available market
quotation at least once during a trailing 12 mgrehod and under a valuation policy and a condlistepplied valuation process. The valual
process is conducted at the end of each fiscateyyavith approximately 50% (based on value) of wluations of portfolio companies withc
readily available market quotations subject toeevby an independent valuation firm.

As part of the valuation process, we még tato account the following types of factorsiafevant, in determining the fair value of our
investments: the enterprise value of a portfolimpeany (an estimate of the total fair value of tbetfolio company's debt and equity), the
nature and realizable value of any collateral pbefolio company's ability to make payments asceiarnings and discounted cash flow, the
markets in which the portfolio company does busihascomparison of the portfolio company's se@gitd publicly traded securities, changes
in the interest rate environment and the creditketargenerally that may affect the price at whiahilar investments may be made in the fut
and other relevant factors. When an external esectt as a purchase transaction, public offerirgubsequent equity sale occurs, we use the
pricing indicated by the external event to corratberour valuation.

Because there is not a readily availableketaralue for most of the investments in our paitf, we value substantially all of our portfolio
investments at fair value as determined in goath tay our board of directors, based on the inpidwfmanagement and audit committee and
independent valuation firms under a valuation podéind a consistently applied valuation process. Dube inherent uncertainty of determin
the fair value of investments that do not haveaalitg available market value, the fair value of aurestments may fluctuate from period to
period. Additionally, the fair value of our investmts may differ significantly from the values tiaduld have been used had a ready market
existed for such investments and may differ maltgrieom the values that we may ultimately realiEeirther, such investments are generally
subject to legal and other restrictions on resaletlverwise are less liquid than publicly tradedwsiies. If we were required to liquidate a
portfolio investment in a forced or liquidation salve may realize significantly less than the valtehich we have recorded it.

In addition, changes in the market envirentmsuch as inflation, and other events that ntayioover the life of the investments may
cause the gains or losses ultimately realized esetfinvestments to be different than the valuatiomsently assigned. See "Risk Factors—
Risks Relating to our Investments—Price declinabidiguidity in the corporate debt markets haveredely affected, and may continue to
adversely affect, the fair value of our portfolivéstments, reducing our net asset value througkased net unrealized depreciation.”

With respect to investments for which maigotations are not readily available, our bodrdiectors undertakes a multi-step valuation
process each quarter, as described below:

. Our quarterly valuation process begins with eaatf@a company or investment being initially valliby the investment
professionals responsible for the portfolio investinin conjunction with our portfolio managemergrte

. Preliminary valuation conclusions are then documeiaind discussed by our management.

. The audit committee of our board of directors rexi¢hese preliminary valuations, as well as thelfrgf independent valuation
firms with respect to the valuations of approxinha&0% (based on value) of our portfolio companigthout readily available
market quotations.

. The board of directors discusses valuations anerhites the fair value of each investment in outfplio without a readily

available market quotation in good faith basedraninput of our management and audit committeeirmhependent valuation
firms.
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Effective January 1, 2008, the Company &etbStatement of Financial Accounting Standards1$@, Fair Value Measurements
("SFAS 157"), which expands the application of fafue accounting for investments (see Note 9éactinsolidated financial statements).

OFF BALANCE SHEET ARRANGEMENTS

As of December 31, 2008, the Company haddhowing commitments to fund various revolvingngor secured and subordinated loans
(in millions):

As of As of
December 31 December 31

2008 2007
Total revolving commitment $ 419.C $ 323.¢
Less: funded commitmen (139.6) (79.2)
Total unfunded commitmen 279.¢ 244.¢
Less: commitments substantially at discretion ef @ompan (32.9 —
Less: unavailable commitments due to borrowing loasether covenant restricti (64.5) (15.9)
Total net adjusted unfunded revolving commitme $ 182t $ 229(

Of the total commitments as of December2BD8, $342.9 million extend beyond the maturitiedar our Revolving Credit Facility.
Included within the total commitments as of Decenfiig 2008 are commitments to issue up to $15.Bamiln standby letters of credit throv
a financial intermediary on behalf of certain polit companies. Under these arrangements, the Qoynpauld be required to make payments
to third parties if the portfolio companies weredfault on their related payment obligations. ABecember 31, 2008, the Company had
$12.5 million in standby letters of credit issuedl autstanding on behalf of the portfolio companggsvhich no amounts were recorded as a
liability. Of these letters of credit, $0.2 milli@xpire on January 31, 2009, $3.7 million expireFabruary 28, 2009, $8.1 million expire on
September 30, 2009 and $0.5 million expire on Augas 2010.

As of December 31, 2008 and 2007, the Compaas subject to subscription agreements to fupuityinvestments in private equity
investment partnerships, substantially all at tiserétion of the Company as follows (in millions):

December 31 December 31

2008 2007
Total private equity commitmen $ 428: $ 111k
Total unfunded private equity commitme| $ 423¢€ $ 110t

RECENT DEVELOPMENTS

As of February 27, 2009, we had made $9lém of investments since December 31, 2008. @&k investments, substantially all were
senior subordinated debt. Of these investments, H#% stated interest at floating rates and 81% Btated interest at fixed rates with a
weighted average stated rate of 16.5%. As of Fepr2ig 2009, we exited $21.7 million of investmesitsce December 31, 2008. Of these
investments, 56% were senior secured debt and 4d8 senior subordinated debt. Of these investmB8%, bore interest at fixed rates with a
weighted average stated rate of 13.0%.

In January 2009, we increased the sizh®Revolving Credit Facility by $15.0 million by excising the "accordion” feature, bringing the
total aggregate principal amount available for baing under the Revolving Credit Facility to $52%ndlion.
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In February 2009, we purchased, in operkatdransactions, a total of $27.0 million of owtsianding debt securities under the Debt
Securitization for a purchase price of $6.6 million

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk
We are subject to financial market riskgjuding changes in interest rates of our investrpertfolio.
Interest Rate Risl

Interest rate sensitivity refers to therggin earnings that may result from changes inethel of interest rates. Because we fund a po
of our investments with borrowings, our net investinincome is affected by the spread between theatavhich we invest and the rate at
which we borrow. As a result, there can be no asg& that a significant change in market intera@gtsrwill not have a material adverse effect
on our net investment income.

As of December 31, 2008, approximately 53fhe investments at fair value in our portfolieng at fixed rates while approximately 32%
were at variable rates and 11% were non-interesirga The Debt Securitization, the CP Funding lscnd the Revolving Credit Facility all
feature variable rates.

We regularly measure our exposure to istarde risk. We assess interest rate risk and geaoar interest rate exposure on an ongoing
basis by comparing our interest rate sensitivetasseur interest rate sensitive liabilities. Bhsa that review, we determine whether or not
any hedging transactions are necessary to miteygiesure to changes in interest rates.

In October 2008, we entered into a two-yetarest rate swap agreement for a total notianaunt of $75 million. Under the interest rate
swap agreement, we will pay a fixed interest rdit2.835% and receive a floating rate based on thegiling three-month LIBOR. We believe
that this agreement will enable us to mitigateriederate risk and remain match funded.

While hedging activities may mitigate oupesure to adverse fluctuations in interest rategain hedging transactions that we may enter
into in the future, such as interest rate swapergeants, may also limit our ability to participatethe benefits of lower interest rates with
respect to our portfolio investments.

Based on our December 31, 2008 balance,shedollowing table shows the impact on net imeoof base rate changes in interest rates
assuming no changes in our investment and borrostingture and reflecting the effect of our intérase swap agreement described above
in Note 10 of the consolidated financial stateméimtnillions):

Interest Interest

Basis Point Change Income  Expense In’gloertne
Up 300 basis point $21.2 $25.C $(3.6
Up 200 basis point $142 $16.7 $(2.5
Up 100 basis point $ 71 $ 83 $(1.2
Down 100 basis point $62 $B3 $21
Down 200 basis point $(11.2) $(15.)) $ 3.¢
Down 300 basis point $(14.7) $(17.0 $ 2.3

69




Based on our December 31, 2007 balance,ghedollowing table shows the impact on net imeoof base rate changes in interest rates
assuming no changes in our investment and borrogtigture (in millions):

Interest Interest

Basis Point Change Income  Expense In’gloertne
Up 300 basis point $24.4 $204 $ 4.C
Up 200 basis point $16.2 $13€ $ 2.7
Up 100 basis point $ 81 $ 68 $ 13
Down 100 basis point $(B1 $ (6.8 $(1.9
Down 200 basis point $(16.5) $(13.¢) $(2.9)
Down 300 basis point $(24.9) $(20.9 $(4.0)

Iltem 8. Financial Statements And Supplementary Bxa
See the Index to Consolidated Financiale®tants.

Iltem 9. Changes In And Disagreements With Accoudants On Accounting And Financial Disclosure
None.

Item 9A. Controls And Procedures

(a) Evaluation of Disclosure Controls and Procedwe The Company's management, with the participadfcche Company's
President and Chief Financial Officer, has evaldidite effectiveness of the Company's disclosuréralsnand procedures (as defined in
Rules 13a-15(e) and 15d-15(e) of the Exchange @sctf the end of the period covered by this ref@ased upon such evaluation, the
Company's President and Chief Financial Officerctosted that our disclosure controls and procedwess effective, as of December 31,
2008, to provide assurance that information thagdgiired to be disclosed by the Company in thentsghat it files or submits under the
Exchange Act is recorded, processed, summarizedegorted, within the time periods specified by 8EC's rules and forms. Disclosure
controls and procedures, include without limitatioantrols and procedures designed to ensurertf@niation required to be disclosed by the
Company in the reports that it files or submitsemitie Exchange Act is accumulated and communidatdte Company's management,
including its Chief Executive Officer and Chief Bimcial Officer, or persons performing similar fuoat, as appropriate to allow timely
decisions regarding required disclosure.

(b) Management's Report on Internal Controls oveirfancial Reporting. The Company's management is responsible for
establishing and maintaining adequate internalrobover financial reporting (as defined in Rul&a115(f) and 15d-15(f) of the Exchange
Act). Under the supervision and with the participatof management, including the President and fGhiencial Officer, the Company
conducted an evaluation of the effectiveness ofabmpany's internal control over financial repaytiased on the criteria established in
Internal Contro—Integrated Frameworissued by the Committee of Sponsoring Organizatifrike Treadway Commission (COSO). Based
on the Company's evaluation under the framewotktiernal Control—Integrated Frameworknanagement concluded that the Company's
internal control over financial reporting was effee as of December 31, 2008. The Company's intexrarol over financial reporting as of
December 31, 2008, has been audited by our indepénegistered public accounting firm, KPMG LLP stated in its report titled "Report of
Independent Registered Public Accounting Firm" agepF-2.

Because of its inherent limitations, intdroontrol over financial reporting may not preventletect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.
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(c) Attestation Report of the Registered Public Aoating Firm.  Our independent registered public accounting,fKPMG LLP,
has issued an attestation report on the Compantginal control over financial reporting, whichsist forth under the heading "Report of
Independent Registered Public Accounting Firm" agepF-2.

(d) Changes in Internal Control over Financial Repiing.  There have been no changes in our internataooxer financial
reporting (as defined in Rules 13a-15(f) and 15¢)1d the Exchange Act) during our most recentiynpleted fiscal quarter, that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

Item 9B. Other Information
None.
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PART Il
Item 10. Directors, Executive Officers and Corprmate Governance

The information required by this item Wik contained in the Company's definitive Proxy &tegnt for its 2009 Annual Stockholder
Meeting, to be filed with the SEC within 120 dajteaDecember 31, 2008, and is incorporated hdrgireference.

ltem 11. Executive Compensation

The information required by this item vk contained in the Company's definitive Proxy &teent for its 2009 Annual Stockholder
Meeting, to be filed with the SEC within 120 dayjteaDecember 31, 2008, and is incorporated hdrgireference.

Item 12. Security Ownership of Certain BeneficibfOwners and Management and Related Stockholder Mégrs

The information required by this item Wik contained in the Company's definitive Proxy &tegnt for its 2009 Annual Stockholder
Meeting, to be filed with the SEC within 120 dayjteaDecember 31, 2008, and is incorporated hdrgireference.

Item 13. Certain Relationships and Related Trarections, and Director Independence

The information required by this item vk contained in the Company's definitive Proxy &teent for its 2009 Annual Stockholder
Meeting, to be filed with the SEC within 120 dayjteaDecember 31, 2008, and is incorporated hdrgireference.

Iltem 14. Principal Accountant Fees and Services

The information required by this item vk contained in the Company's definitive Proxy &teent for its 2009 Annual Stockholder
Meeting, to be filed with the SEC within 120 dayteaDecember 31, 2008, and is incorporated hdrgireference.
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PART IV

Iltem 15. Exhibits And Financial Statement Schedes

The following documents are filed as pdrthis Annual Report:

1. Financial Statemer—See the Index to Consolidated Financial Statememi3age -1.
2. Financial Statement Schedules—None. We have onfitiadcial statement schedules because they amequoired or are not
applicable, or the required information is showithia financial statements or notes to the finarat@iements.
3. Exhibits.
Number Description
3.1 Articles of Amendment and Restatement, as amenjl
3.2 Second Amended and Restated Bylaw
4.1  Form of Stock Certificate(z
10.1 Dividend Reinvestment Plan, effective until Aprd,2009(4)
10.z  Dividend Reinvestment Plan, effective as of Apfl] 2009(2)
10.2  Amended and Restated Investment Advisory and ManageAgreement, dated as of June 1, 2006, betwees @apital
Corporation and Ares Capital Management LLC
10.4 Custodian Agreement between the Company and Uik Rational Association(¢
10.5  Amended and Restated Administration Agreement,ddaseof June 1, 2007, between Ares Capital Corjporand Ares
Operations LLC(6
10.€  Trademark License Agreement between Ares Capitgp@ation and Ares Management LLC
10.7 Form of Indemnification Agreement between Ares @dorporation and directors and certain officg):
10.€  Form of Indemnification Agreement between Ares @dgorporation and the members of the Ares Capiagement LLC
investment committee(:
10.¢ Purchase and Sale Agreement, dated as of NovemB803, by and between Ares Capital CorporationAnes Capital CP
Funding LLC(7)
10.1C Sale and Servicing Agreement, dated as of Nove®h2004, among Ares Capital CP Funding LLC, asdwer, Ares Capital
Corporation, as servicer, certain conduits andtutginal lenders agented by Wachovia Capital MegkkeLC, U.S. Bank
National Association, as trustee, and Lyon Findri8@vices, Inc. (D/B/A U.S. Bank Portfolio Servigeas the backup servi
@)
10.11  Amendment No. 1 to Sale and Servicing Agreemerneddas of December 30, 2004, by and among AreS& &
Funding LLC, Ares Capital Corporation, each of teaduit purchasers and institutional purchaserms fime to time party
thereto, each of the purchaser agents from tintient® party thereto, Wachovia Capital Markets, LlaS,administrative agent,
U.S. Bank National Association, as trustee, andnLymancial Services, Inc. (D/B/A U.S. Bank Poiiidbervices), as the
backup servicer
73
Number Description
10.12  Amendment No. 2 to Sale and Servicing Agreendated as of April 8, 2005, among Ares Capital CRdiug LLC, Ares

Capital Corporation, each of the Conduit PurchaaedsInstitutional Purchasers from time to timetypénereto, each of the
Purchaser Agents from time to time party theretacWbvia Capital Markets, LLC, as administrativerdagtl.S. Bank National
Association, as trustee, and Lyon Financial Sesyitrec. (D/B/A U.S. Bank Portfolio Services), as thackup servicer(¢



10.1:

10.1¢

10.1¢

10.1¢

10.1%

10.1¢

Amendment No. 3 to Sale and Servicing Agreendated as of October 31, 2005, among Ares Capitdf@ling LLC, Ares
Capital Corporation, each of the Conduit Purchaaedsinstitutional Purchasers from time to timetypérereto, each of the
Purchaser Agents from time to time party theretacWvia Capital Markets, LLC, as administrativerdge).S. Bank National
Association, as trustee, and Lyon Financial Sesyitrec. (D/B/A U.S. Bank Portfolio Services), as thackup servicer(¢

Amendment No. 4 to Sale and Servicing Agreemengdias of November 14, 2005, among Ares CapitaF@iling LLC,
Ares Capital Corporation, each of the Conduit Pasehs and Institutional Purchasers from time te trarty thereto, each of
the Purchaser Agents from time to time party tligrdtachovia Capital Markets, LLC, as administrathgent, U.S. Bank
National Association, as trustee, and Lyon Findri8@vices, Inc. (D/B/A U.S. Bank Portfolio Servigeas the backup servi
(10)

Amendment No. 5 to Sale and Servicing Agreemengddas of December 28, 2005, by and among Ares& &

Funding LLC, Ares Capital Corporation, each of te@duit purchasers and institutional purchasers time to time party
thereto, each of the purchaser agents from tintient® party thereto, Wachovia Capital Markets, LlaS,administrative agent,
U.S. Bank National Association, as trustee, andnLlymancial Services, Inc. (D/B/A U.S. Bank Poiitfobervices), as the
backup servicer

Amendment No. 6 to Sale and Servicing Agreemengddas of November 1, 2006, among Ares Capital @iling LLC, Ares
Capital Corporation, each of the Conduit Purchaaedsinstitutional Purchasers from time to timetypérereto, each of the
Purchaser Agents from time to time party theretacWvia Capital Markets, LLC, as administrativerdge).S. Bank National
Association, as trustee, and Lyon Financial Sesyitec. (D/B/A U.S. Bank Portfolio Services), as thackup servicer(1:

Amendment No. 7 to Sale and Servicing Agreemerngddas of March 8, 2007, by and among Ares Ca@itaFunding LLC,
Ares Capital Corporation, each of the conduit pasghts and institutional purchasers from time te tirarty thereto, each of the
purchaser agents from time to time party theretagh@via Capital Markets, LLC, as administrativerdge).S. Bank National
Association, as trustee, and Lyon Financial Sesyitrec. (d/b/a U.S. Bank Portfolio Services), aslackup servicer

Amendment No. 8 to Sale and Servicing Agreemenéddas of August 6, 2007, by and among Ares Ca@iaFunding LLC,
Ares Capital Corporation, each of the conduit pasdrs and institutional purchasers from time te@ tparty thereto, each of the
purchaser agents from time to time party theretagh@via Capital Markets, LLC, as administrativerdg).S. Bank National
Association, as trustee, and Lyon Financial Sesyitec. (d/b/a U.S. Bank Portfolio Services), aslblckup servicer
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Number

Description

10.1¢

10.2(

10.21

10.22

10.2:

10.2¢

Amendment No. 9 to Sale and Servicing Agreendated as of October 18, 2007, by and among Aregal &P

Funding LLC, Ares Capital Corporation, each of @enduit Purchasers and Institutional Purchasers fnme to time party
thereto, each of the purchaser agents from tintiet® party thereto, Wachovia Capital Markets, LIaS,administrative agent
and purchaser agent with respect to Variable Fgn@apital Company LLC as conduit purchaser, U.SikBdational
Association, as trustee, and Lyon Financial Sesyitrec. (D/B/A U.S. Bank Portfolio Services), as thackup servicer(1:

Amendment No. 10 to Sale and Servicing Agreemeatedias of July 22, 2008, by and among Ares CapkaFunding LLC,
Ares Capital Corporation, each of the conduit pasghts and institutional purchasers from time te tirarty thereto, each of the
purchaser agents from time to time party theretach@via Capital Markets, LLC, as administrativeragend purchaser agent
with respect to Variable Funding Capital CompanyCLas conduit purchaser, U.S. Bank National Assiatiaas trustee, and
Lyon Financial Services, Inc. (D/B/A U.S. Bank Rolib Services), as the backup servicer(

Amendment No. 11 to Sale and Servicing Agreemaatedlas of September 8, 2008, by and among AreisaC&p

Funding LLC, Ares Capital Corporation, each of te@duit purchasers and institutional purchasers time to time party
thereto, each of the purchaser agents from tintiet® party thereto, Wachovia Capital Markets, LIaS,administrative agent
and purchaser agent with respect to Variable Fun@apital Company LLC as conduit purchaser, U.SikBdational
Association, as trustee, and Lyon Financial Sesyitec. (D/B/A U.S. Bank Portfolio Services), as thackup servicer(1-

Amendment No. 12 to Sale and Servicing Agreematgdlas of December 5, 2008, by and among Aredal &

Funding LLC, Ares Capital Corporation, each of teaduit purchasers and institutional purchaserms fime to time party
thereto, each of the purchaser agents from tintient® party thereto, Wachovia Capital Markets, LlaS,administrative agent
and purchaser agent with respect to Variable Fun@apital Company LLC, as conduit purchaser, U&kBNational
Association, as trustee, and Lyon Financial Sesyitrec. (D/B/A U.S. Bank Portfolio Services), as thackup servicer(1!

Master Participation Agreement, dated as of JuBODG, between Ares Capital CP Funding LLC and Aapital Corporation
(16)

Senior Secured Revolving Credit Agreement, dateof &ecember 28, 2005, among Ares Capital Corpamathe lenders par
thereto and JPMorgan Chase Bank, N.A., as Admatise Agent(17’



10.2¢

10.2¢

First Amendment Agreement and Waiver, dated asasfelhber 13, 2007, between Ares Capital Corpora®horrower, Ares
Capital FL Holdings LLC, ARCC CIC Flex Corp., ARAOfperial Corporation and ARCC Imperial LLC as suliesiy
guarantors and BMO Capital Markets Financing, INterrill Lynch Capital Corporation, SunTrust Bartkgmmerzbank AG,
New York and Grand Cayman Branches, UBS Loan Fiea&h€, JPMorgan Chase Bank, N.A., Wachovia Bankjdval
Association and KBC Bank N.V. as Lenders(

Sale and Servicing Agreement, dated as of JulYp@62among ARCC Commercial Loan Trust 2006, a®isARCC CLO
2006 LLC, as trust depositor, Ares Capital Corgorgtas originator and as servicer, U.S. Bank Netid\ssociation, as trustee
and as collateral administrator, Lyon Financiahv@es, Inc. (D/B/A U.S. Bank Portfolio Services$, lsackup servicer, and
Wilmington Trust Company, as owner trustee(
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Number Description

10.27 Commercial Loan Sale Agreement, dated as of JUAP@6, between Ares Capital Corporation and ARCOQ006 LLC(16)
10.2¢  Indenture, dated as of July 7, 2006, between ARG @ercial Loan Trust 2006 and U.S. Bank Nationaot$ation(16

10.2¢ Amended and Restated Trust Agreement, dated agyo?,J2006, among ARCC CLO 2006 LLC, Wilmingtorust Company
and U.S. Bank National Association(]

10.3C  Collateral Administration Agreement, dated as dy Jiy 2006, among ARCC Commercial Loan Trust 200&s Capital
Corporation and U.S. Bank National Association(

10.31 Class A-1A VFN Purchase Agreement, dated as of JUA006, among ARCC Commercial Loan Trust 2006, Bank
National Association and other Clas-1A VFN noteholders party thereto(1

11.1  Statement of Computation of Per Share Earnings
14.1 Code of Conduct of Ares Capital Corporation, as raofee*
21.1 Subsidiaries of the Compan

31.1 Certification by President pursuant to Exchange Rule 13a-14(a), as adopted pursuant to SectioroBO#z Sarbanes-Oxley
Act of 2002*

31.z Certification by Chief Financial Officer pursuantExchange Act Rule 13a-14(a), as adopted purdag@ection 302 of the
Sarbane-Oxley Act of 2002*

32.1  Certification by President and Chief Financial ©éfi pursuant to 18 U.S.C. Section 1350, as adgptexhant to Section 906 of
the Sarban«Oxley Act of 2002*

@

@)

@)

(4)

®)
(6)

@)

®)

Filed herewith

Incorporated by reference to Exhibit (a) to the @any's pr-effective Amendment No. 1 to the Registration Steget under th
Securities Act of 1933, as amended, on Form N-2 (0. 333-149109), filed on March 14, 2008.

Incorporated by reference to Exhibits 3.1 and 1&slapplicable, to the Company's Form 8-K (File 8131-00663) filed on February 2
2009.

Incorporated by reference to Exhibits (d), (j),(@)and (k)(5), as applicable, to the Company'-effective Amendment No. 2 to tl
Registration Statement under the Securities Ad933, as amended, on Form N-2 (File No. 333-114686)l on September 28, 2004.

Incorporated by reference to Exhibits (e) and (k)3 applicable, to the Company's pre-effectiveeAdment No. 1 to the Registration
Statement under the Securities Act of 1933, as deteron Form N-2 (File No. 333-114656), filed optenber 17, 2004.

Incorporated by reference to Exhibit 10.1 to thenpany's Form 8-K (File No. 814-00663) filed on J&n&006.

Incorporated by reference to Exhibit 10.1 to thenpany's Form 10-Q (File No. 813B3663) for the quarter ended June 30, 2007 file
August 9, 2007.

Incorporated by reference to Exhibits 10.1 and 1&sZapplicable, to the Company's FoI-K (File No. 81+00663) filed or
November 8, 2004.

Incorporated by reference to Exhibit 10.1 to thenpany's Form -K (File No. 81+-00663) filed on April 12, 200t
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©)

(10)

(11)

(12)
(13)
(14)
(15)

(16)

7
(18)

(19)

Incorporated by reference to Exhibit 10.12 to tlmenpany's Form -K (File No. 81+-00663) for the year ended December 31, 2
filed on February 28, 2006.

Incorporated by reference to Exhibit 10.1 to thenpany's Form 8-K (File No. 814-00663) filed on Noner 14, 2005.

Incorporated by reference to Exhibit 10.1 to thenpany's Form 10-Q (File No. 814-00663) for the teraended September 30, 2006
filed on November 8, 2006.

Incorporated by reference to Exhibit 10.1 to thenpany's Form 8-K (File No. 814-00663) filed on Queo023, 2007.
Incorporated by reference to Exhibit 10.1 to thenpany's Form 8-K (File No. 814-00663) filed on J2#;, 2008.
Incorporated by reference to Exhibit 10.1 to thenpany's Form-K (File No. 81+-00663) filed on September 10, 20!
Incorporated by reference to Exhibit 10.1 to thenPany's Form-K (File No. 81+-00663) filed on December 9, 20(

Incorporated by reference to Exhibits 10.2 thro@gt8, as applicable, to the Company's Form 10-@ (#. 814-00663) for the quarter
ended June 30, 2006 filed on August 9, 2006.

Incorporated by reference to Exhibit 10.1 to thenpany's Form-K (File No. 81+-00663) filed on December 30, 20(
Incorporated by reference to Exhibit 10.1 to thenPany's Form 8-K (File No. 814-00663) filed on Nmilzer 14, 2007.

Included in Note 4 to the Company's Notes to Cadat#d Financial Statements filed herewith.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Ares Capital Corporation:

We have audited the accompanying conselitbalance sheets of Ares Capital Corporation gaihdidiaries) (the Company) as of
December 31, 2008 and 2007, including the consltdachedule of investments as of December 31, 20682007, and the related
consolidated statements of operations, stockhdldqtsty, and cash flows for each of the yearhthree-year period ended December 31,
2008. We also have audited the Company's inteorgtal over financial reporting as of December 3108, based on criteria established in
Internal Contro—Integrated Frameworlssued by the Committee of Sponsoring Organizatifrtee Treadway Commission (COSO). The
Company's management is responsible for these lidatsa financial statements, for maintaining efffez internal control over financial
reporting, and for its assessment of the effecégsrof internal control over financial reporting;luded in the accompanying management's
report on internal controls over financial repagti©ur responsibility is to express an opinion loeste consolidated financial statements and an
opinion on the Company's internal control over fiicial reporting based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thetsitmobtain reasonable assurance about whethéinttreial statements are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all eréal respects. Our audits of the
consolidated financial statements included exarginim a test basis, evidence supporting the amauntslisclosures in the financial
statements, assessing the accounting principlesarst significant estimates made by managementeaaldating the overall financial
statement presentation. Our audit of internal @dmver financial reporting included obtaining amderstanding of internal control over
financial reporting, assessing the risk that a nelteseakness exists, and testing and evaluatiegléisign and operating effectiveness of
internal control based on the assessed risk. Qlitsaalso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits provideagonable basis for our opinions.

A company's internal control over finanaiborting is a process designed to provide redderassurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures that€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, the consolidated finanatdtements referred to above present fairly, imallerial respects, the financial position of Ares
Capital Corporation (and subsidiaries) as of Deam3i, 2008 and 2007, and the results of its ojperatnd its cash flows for each of the
years in the thre-year period ended December 31, 2008, in conformitly accounting principles generally acceptedhim United States of
America. Also in our opinion, Ares Capital Corpadoat(and
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subsidiaries) maintained, in all material respegff@ctive internal control over financial repodias of December 31, 2008, based on criteria
established itnternal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatifrike Treadway Commission.

As explained in note 5, the accompanyingsotidated financial statements include investmeatsed at $ 1.97 billion (180 percent of net
assets), whose fair values have been estimatdwet®dard of Directors and management in the absaineadily determinable fair values.
Such estimates are based on financial and othemiaition provided by management of its portfoliong@nies, pertinent market and industry
data, as well as input from independent valuationd. These investments are valued in accordanteStatement of Financial Accounting
Standards No. 15Fair Value Measurement{SFAS 157), which requires the Company to assuethie portfolio investments are sold in a
principal market to market participants. The Comphas considered its principal market as the marketich the Company exits it portfolio
investments with the greatest volume and levektif’ly. SFAS 157 specifies a hierarchy of valuatiechniques based on whether the inputs
to these valuation techniques are observable dvserwable. $1.86 billion of investments at Decen8gr2008 are valued based on
unobservable inputs. Because such valuations, artidydarly valuations of private investments amiygte companies, are inherently uncert
they may fluctuate significantly over short periadgime. These determinations of fair value cadiffer materially from the values that would
have been utilized had a ready market for thesestmvents existed.

KPMe LLP

Los Angeles, California
March 2, 2009
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ARES CAPITAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(dollar amounts in thousands, except per share data

As of
December 31, December 31,
2008 2007

ASSETS
Investments at fair value (amortized cost of $2,283 and $1,795,621, respective

Non-controlled/nor-affiliate investment: $ 1,477,49. $ 1,167,20

Non-controlled affiliate company investmet 329,32¢ 430,37

Controlled affiliate company investmer 166,15¢ 176,63:

Total investments at fair valt 1,972,97 1,774,20:
Cash and cash equivalel 89,38: 21,14
Receivable for open trad 3 1,34:
Interest receivabl 17,547 23,73(
Other asset 11,42¢ 8,98¢
Total asset $ 2,091,33: $ 1,829,40!
LIABILITIES
Debt $ 908,78¢ $ 681,52
Dividend payabl¢ 40,80« —
Management and incentive fees pay: 32,98¢ 13,04!
Accounts payable and other liabiliti 10,00¢ 5,51¢
Interest and facility fees payat 3,86¢ 4,76¢
Total liabilities 996,45« 704,85¢
Commitments and contingencies (Note
STOCKHOLDERS' EQUITY
Common stock, par value $.001 per share, 200,006 100,000,000 common shares authorized,

respectively, 97,152,820 and 72,684,090 commorestiasued and outstanding, respecti' 97 73

Capital in excess of par vali 1,395,95! 1,136,59!
Accumulated undistributed net investment incc (7,637%) 7,00¢
Accumulated net realized gain on sale of invests (124) 1,471
Net unrealized (depreciation) appreciation on itwmesits (293,41Y (20,59
Total stockholders' equit 1,094,87! 1,124,55;
Total liabilities and stockholders' equ $ 2,091,330 $ 1,829,40!
NET ASSETS PER SHARE $ 11.27 % 15.4%

See accompanying notes to consolidated financissents.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS

(dollar amounts in thousands, except per share data

For the For the For the
Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2008 2007 2006
INVESTMENT INCOME:
From not-controlled/nor-affiliate company investment
Interest from investmen $ 169,51¢ $ 135,14 $ 85,64:
Capital structuring service fe 16,42 12,47 14,63«
Interest from cash & cash equivale 1,62¢ 2,94¢ 2,42(
Dividend income 1,621 1,88( 2,22¢
Other income 3,24¢ 1,05¢ 552
Total investment income from n-controlled/noraffiliate company investmen 192,43( 153,49¢ 105,47¢
From noi-controlled affiliate company investmen
Interest from investmen 28,53 21,41 11,23(
Capital structuring service fe 1,821 2,63¢ 1,38¢
Dividend income 82E 1,22¢ —
Management fee 75C 75C —
Other income 847 381 23C
Total investment income from n-controlled affiliate company investmer 32,77 26,40: 12,84«
From controlled affiliate company investmer
Interest from investmen 10,42( 5,87¢ 1,45¢
Capital structuring service fe 3,00( 2,89¢ —
Dividend income 133 121 242
Management fee 1,62¢ 45 —
Other income 75 30 —
Total investment income from controlled affiliatenspany investmen: 15,25¢ 8,971 1,701
Total investment incom 240,46: 188,87 120,02:
EXPENSES
Interest and credit facility fee 36,51¢ 36,88¢ 18,58¢
Base management fe 30,46: 23,53 13,64¢
Incentive management fe 31,74¢ 23,52: 19,51¢
Professional fee 5,99( 4,907 3,01¢
Insurance 1,271 1,081 86€
Administrative 2,701 997 953
Depreciatior 503 41C 25¢
Directors fee: 337 28C 25C
Interest to the Investment Advis — — 26
Other 3,692 3,13t 1,34z
Total expense 113,22: 94,75( 58,45¢
NET INVESTMENT INCOME BEFORE INCOME TAXE! 127,24( 94,12 61,56
Income tax expense, including excise 24¢ (82€) 4,931
NET INVESTMENT INCOME 126,99: 94,94¢ 56,63:
REALIZED AND UNREALIZED NET GAINS (LOSSES) ON INVEBMENTS AND FOREIGN CURRENCIES
Net realized gains (losse:
Non-controlled/no-affiliate company investmen 5,20( 2,75¢ 27,56¢
Non-controlled affiliate company investmer 1,357 — 47
Controlled affiliate company investme — 3,80¢ —
Foreign currency transactio (18¢€) (18) —
Net realized gain 6,371 6,54¢ 27,61¢
Net unrealized gains (losse
Non-controlled/no-affiliate company investmen (168,57() (3,38¢) (15,55
Non-controlled affiliate company investmer (82,45) (34,49)) 1,001
Controlled affiliate company investmer (21,79) 27,23: —
Foreign currency transactio 6 () —
Net unrealized losse¢ (272,819 (10,66)) (14,557
Net realized and unrealized gains (losses) frorestments and foreign currenc (266,44") (4,117) 13,06
NET (DECREASE) INCREASE IN STOCKHOLDERS' EQUITY REETING FROM OPERATIONS $ (139,45) $ 90,83: $ 69,69¢
BASIC AND DILUTED EARNINGS PER COMMON SHARE (see kn4) $ (1.5¢) $ 134 % 1.5¢
WEIGHTED AVERAGE SHARES OF COMMON STOCK OUTSTANDIN(@ee Note 4 89,666,24 67,676,49 43,978,85

See accompanying notes to consolidated finanassients.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED SCHEDULE OF INVESTMENTS
As of December 31, 2008
(dollar amounts in thousands, except per unit data)

Initial Percentagt
Acquisition  Amortized Fair
Fair Value of Net
Company(1 Investment Interest(10) Date Cost Value Per Unit Assets
Healthcare—Services
American Renal Associates, Inc. Senior secured loan ($1,443 par ¢ 4.72% (Libor + 12/14/2000 $ 1,44 $ 139¢ $ 0.97(3)
12/2010) 3.25%/Q)
Senior secured loan ($180 par du 5.00% (Base Rate  12/14/200! 18C 178 $ 0.9%(3)
12/2010) 1.75%/D)
Senior secured loan ($5,705 par ¢~ 4.72% (Libor + 12/14/200! 5,70¢ 553 % 0.9%(3)
12/2011) 3.25%/Q)
Senior secured loan ($34 par due 5.00% (Base Rate  12/14/200! 34 33 $ 0.9%(3)
12/2011) 1.75%/D)
Senior secured loan ($262 par du 4.72% (Libor + 12/14/200! 262 254 $ 0.9%(3)
12/2011) 3.25%/Q)
Senior secured loan ($2,620 par ¢ 7.30% (Libor + 12/14/200! 2,62( 2,541 % 0.9%(3)
12/2011) 3.25% /Q)
Capella Healthcare, Inc. Junior secured loan ($70,000 par 13.00% 2/29/200¢ 70,00( 63,000 $ 0.9C
2/2016)
Junior secured loan ($25,000 par 13.00% 2/29/200¢ 25,00( 22,50C $ 0.9((2)
2/2016)
CT Technologies Intermediate Holdings, Inc. and Preferred stock (7,427 shares) 14.00% PIK 6/15/200 7,427 7,427 $1,000.0((4)
CT Technologies Holdings, LLC(t
Common stock (9,679 share 6/15/200° 4,00( 5382 $ 556.045)
Common stock (1,546 share 6/15/200° — — % —(5)
DSI Renal, Inc. Senior subordinated note ($29,58 12.00% Cash, 4/4/200¢ 29,65¢ 21,89¢ $ 0.74(4)
par due 4/2014 2.00% PIK
Senior subordinated note ($26,92 12.00% Cash, 4/4/200¢ 26,971 19,847 $ 0.73(2)
par due 4/2014 2.00% PIK 4)
Senior subordinated note ($12,21 12.00% Cash, 4/4/200¢ 12,23 9,03¢ $ 0.74(3)
par due 4/2014 2.00% PIK 4)
Senior secured revolving loan ($1 6.25% (Base Rate 4/4/200¢ 142 127 % 0.8¢
par due 3/2013 3.00%/D)
Senior secured revolving loan 3.47% (Libor + 4/4/200¢ 3,52( 3,16¢ $ 0.9C
($3,520 par due 3/201 3.00%/M)
Senior secured revolving loan 3.47% (Libor + 4/4/200¢ 1,12 1,00¢ $ 0.9C
($1,120 par due 3/201 3.00%/M)
Senior secured revolving loan 4.50% (Libor + 4/4/200¢ 1,152 1,037 $ 0.9C
($1,152 par due 3/201 3.00%/Q)
Senior secured revolving loan 4.50% (Libor + 4/4/200¢ 1,60( 1,44C $ 0.9C
($1,600 par due 3/201 3.00%/Q)
GG Merger Sub [, Inc. Senior secured loan ($23,330 par 7.09% (Libor + 12/14/200° 22,42¢ 18,93¢ $ 0.81
due 12/2014 4.00%/S)
HCP Acquisition Holdings, LLC(7 Class A units (8,566,824 unit 6/26/200¢ 8,561 6,50C $ 0.7€(5)
Heartland Dental Care, Inc. Senior subordinated note ($40,21 11.00% Cash, 7/31/200¢ 40,217 40,217 $ 1.0((4)
par due 8/2013 3.25% PIK
MPBP Holdings, Inc., Cohr Holdings, Inc. and MPBP Junior secured loan ($20,000 par 9.19% (Libor + 1/31/200 20,00( 7,000 $ 0.3t
Acquisition Co., Inc 1/2014) 6.25%/S)
Junior secured loan ($12,000 par 9.19% (Libor + 1/31/200° 12,000 4,200 $ 0.35(3)
1/2014) 6.25%/S)
Common stock (50,000 share 1/31/200° 5,00( — $ —(5)
MWD Acquisition Sub, Inc. Junior secured loan ($5,000 par d 8.13% (Libor + 5/3/200° 5,00( 4250 $ 0.85(3)
5/2012) 6.25%/M)
F-6
OnCURE Medical Corp. Senior subordinated note 11.00% 8/18/200! 32,17¢ 28,93t % 0.9((4)
($32,176 par due 8/2013) Cash,
1.50% PIK
Senior secured loan ($3,0 4.75% 8/18/2001 3,082 3,000 $ 0.97(3)
par due 8/2009) (Libor +
3.50%/M)
Common stock (857,143 8/18/200! 3,00( 2,71 $ 3.1%(5)
shares’
Passport Health Senior secured loan 10.50% 5/9/200¢ 12,93t 12,67 $ 0.9¢
Communications, Inc., ($12,935 par due 5/2014) (Libor +
Passpor 7.50%/S)



Holding Corp. and Prism
Holding Corp.

PG Mergersub, Inc.

The Schumacher Group o
Delaware, Inc.

Triad Laboratory
Alliance, LLC

VOTC Acquisition Corp.

Beverage, Food and
Tobacco
3091779 Nova Scaotia Inc.

®)

Apple & Eve, LLC and
US Juice Partners, LLC(6

Best Brands Corporation

Bumble Bee Foods, LLC
and BB Co-Invest LP

Charter Baking
Company, Inc

Senior secured loan
($11,940 par due 5/2014)

Series A preferred stock
(1,594,457 share:
Common stock (16,106
shares

Senior subordinated loan
($5,000 par due 3/201
Preferred stock (333 share
Common stock (16,667
shares’

Senior subordinated loan
($35,849 par due 7/2012)

Senior subordinated note
($15,354 par due 12/2012

Senior secured loan ($2,4
par due 12/2011)

Senior secured loan ($3,0
par due 7/2012)

Senior secured loan
($14,000 par due 7/2012)

Series E preferred shares
(3,888,222 share:

Junior secured loan
(Cdn$14,058 par due
11/2012)

Warrants to purchase
57,545 share

Senior secured revolving
loan ($8,000 par due
10/2013)

Senior secured loan
($10,637 par due 10/2013

Senior secured loan
($19,976 par due 10/2013

Senior secured loan
($10,805 par due 10/2013

Senior units (50,000 unit

Senior secured loan
($10,971 par due 12/2012

Junior secured loan ($4,3:
par due 6/2013)

Junior secured loan
($26,400 par due 6/2013)

Junior secured loan
($12,201 par due 6/2013)

Senior subordinated loan
($40,706 par due 11/2018

Common stock (4,000
shares’

Senior subordinated note
($5,547 par due 2/201
Preferred stock (6,258
shares’

10.50%
(Libor +
7.50%/S)

12.50%

11.00%
Cash,
2.50% PIK

12.00%
Cash,
1.75% PIK
4.71%
(Libor +
3.25%/Q)

11.00%
Cash,
2.00% PIK
11.00%
Cash,
2.00% PIK

11.50%
Cash,
1.50% PIK

7.90%
(Libor +
6.00%/M)
6.47%
(Libor +
6.00%/M)
6.47%
(Libor +
6.00%/M)
6.47%
(Libor +
6.00%/M)

10.43%
(Libor +
4.50% Cast

4.50%
PIK/M)
10.00%

Cash,

8.00% PIK
10.00%
Cash,
8.00% PIK
10.00%
Cash,
8.00% PIK

16.25%
(12.00%
Cash, 4.259
Optional
PIK)

12.00% PIK

5/9/200¢

7/30/200:t
7/30/200:t
3/12/200:t
3/12/200:

3/12/200:

7/18/200:

12/21/200:

12/21/200!

6/30/200:t

6/30/200:t

7/14/200:

11/2/200°

10/5/200°

10/5/200°

10/5/200°

10/5/200°

10/5/200°

2/15/200:

12/14/2001

12/14/2001

12/14/2001

11/18/200:

11/18/200:

2/6/200¢

9/1/200¢
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11,94( 11,70:
9,90( 9,90z
10¢ 10
4,901 4,75(
338 338
167 167
35,84¢ 35,84¢
15,35¢ 14,89
2,47: 2,201
3,06¢ 3,06¢
14,00( 14,00(
8,74¢ 6,561
464,30: 397,75
14,90¢ 10,96:
8,00( 6,40(
10,631 8,50¢
19,97¢ 15,98
10,80t 8,64+
5,00(¢ 2,50(
9,501 9,32¢
4,307 3,88t
26,30¢ 23,72¢
12,16¢ 10,96¢
40,70¢ 40,70¢
4,00( 4,00(
5,547 5,547
2,50( 2,50(

$

©

LR

©“

©

0.9¢(3)

6.21(5)

6.21(5)

0.9t
1,000.0((5)

10.0((5)

1.0(4)

0.97(4)

0.85(3)

1.00(4)

1.0(4)

1.65(5)

0.74(4)(12)

—(5)

0.8C

0.8C

0.8((2)

0.8((3)

50.0((5)

0.8€(4)

0.9((4)

0.9(2)(4)

0.9C(3)(4)

1.00(4)

1,000.0(5)

1.00(2)(4)

399.4¢(5)

36.3%






OTG Management, Inc. Junior secured loan 18.00% 6/19/200! 15,31: 15,31:  $ 1.00(4)
($15,312 par due 6/2013) (Libor +
11.00%
Cash,
4.00%
PIK/M)
Warrants to purchase up t — — % —(5)
9 shares of common sto
Vistar Corporation and Senior subordinated loan 13.50% 5/23/200i 48,62¢ 46,68( $ 0.9¢€
Wellspring Distribution ($48,625 par due 5/2015)
Corp.
Senior subordinated loan 13.50% 5/23/200! 25,00( 24,000 $ 0.9€(2)
($25,000 par due 5/201
Class A non-voting 5/23/200t 7,50( 350 $ 2.5€(5)
common stock (1,366,120
shares’
270,79: 243,14 22.21%
Education
Campus Management Col  Senior secured revolving 13.00% 2/8/200¢ 2,30¢ 2,30¢ % 1.0C
and Campus Managemen loan ($2,309 par due
Acquisition Corp.(6 8/2013)
Senior secured loan 13.00% 2/8/200¢ 19,92« 19,92: $ 1.0C
($19,924 par due 8/201
Senior secured loan 13.00% 2/8/200¢ 25,10¢ 25,10¢ $ 1.00(2)
($25,108 par due 8/201
Senior secured loan 13.00% 2/8/200¢ 12,01¢ 12,01¢  $ 1.0C
($12,019 par due 8/201
Preferred stock (493,147 8.00% PIK 2/8/200¢ 8,952 12,00 $ 24.3(4)
shares’
ELC Acquisition Senior secured loan ($24:2 5.45% 11/30/200! 242 21¢ % 0.9((3)
Corporation par due 11/2012) (Libor +
3.25%/Q)
Junior secured loan ($8,3: 7.47% 11/30/200! 8,33¢ 7500 $ 0.9((3)
par due 11/2013) (Libor +
7.00%/M)
Instituto de Banca y Senior secured revolving 5.00% 3/15/200° 1,64: 1,64: $ 1.0C
Comercio, Inc.(8) loan ($1,643 par due (Libor +
3/2014) 3.00%/Q)
Senior secured loan ($7,5 8.42% 3/15/200° 7,50( 750C $ 1.0C
par due 3/2014) (Libor +
5.00%/Q)
Senior secured loan ($7,2 8.42% 3/15/200° 7,26¢ 7,266 $ 1.0C
par due 3/2014) (Libor +
5.00%/Q)
Senior secured loan ($4,9 8.42% 3/15/200° 4,987 4987 $ 1.0((2)
par due 3/2014) (Libor +
5.00%/Q)
Senior secured loan 8.42% 3/15/200° 11,82( 11,82( $ 1.0((3)
($11,820 par due 3/2014) (Libor +
5.00%/Q)
Senior subordinated loan 10.50% 6/4/200¢ 19,64 19.64. $ 1.00(4)
($19,641 par due 6/2014) Cash,
3.50% PIK
Promissory note ($429 pa 6.00% 6/4/200¢ 42¢ 1,712 $ 4.0C
due 9/2015
Preferred stock (214,286 6/4/200¢ 1,01¢ 407: $ 19.0((5)
shares’
Common stock (214,286 6/4/200¢ 54 214 % 1.00(5)
shares’
Lakeland Finance, LLC Senior secured note 11.50% 12/13/200! 18,00( 16,92( $ 0.94
($18,000 par due 12/201
Senior secured note 11.50% 12/13/200! 15,00( 14,10 $ 0.94(2)
($15,000 par due 12/201
F-8
R3 Education, Inc. Senior secured revolving 8.25% (Bas 4/3/200° 3,85( 3,770 $ 0.9¢
(formerly known as loan ($3,850 par due Rate +
Equinox EIC Partners, LL(  12/2012) 5.00%/D)
and MUA Management
Company, Ltd.)(7)(8
Senior secured revolving 8.25% (Bas 4/3/200° 1,25( 1,228 $ 0.9¢
loan ($1,250 par due Rate +
12/2012) 5.00%/D)
Senior secured loan ($3,0 6.46% 4/3/200', 3,02¢ 2,96 $ 0.9€(2)
par due 12/2012) (Libor +
6.00%/M)
Senior secured loan 6.46% 9/21/200° 14,11: 13,83( $ 0.9¢(2)



Services—Other
American Residential
Services, LLC

Diversified Collection
Services, Inc.

GCA Services Group, Inc.

Growing Family, Inc. and
GFH Holdings, LLC

NPA Acquisition, LLC

Web Services
Company, LLC

($14,113 par due 12/2012

Senior secured loan ($7,3
par due 12/2012)

Common membership
interest (26.27% interes
Preferred stock (800 share

Junior secured loan
($20,201 par due 4/2015)

Senior secured loan
($11,809 par due 8/2011)

Senior secured loan ($4,2
par due 8/2011)

Senior secured loan ($1,8
par due 2/2011)

Senior secured loan ($7,1
par due 8/2011)

Preferred stock (14,927
shares’

Common stock (114,004
shares’

Senior secured loan
($25,000 par due 12/201
Senior secured loan ($2,9
par due 12/2011

Senior secured loan
($11,186 par due 12/201

Senior secured revolving
loan ($1,513 par due
8/2011)

Senior secured loan
($11,188 par due 8/2011)

Senior secured loan ($372
par due 8/2011)

Senior secured loan ($3,5
par due 8/2011)

Senior secured loan ($147
par due 8/2011)

Common stock (552,430
shares’

Junior secured loan
($12,000 par due 2/2013)

Common units (1,709
shares’

Senior subordinated loan
($17,764 par due 8/2016)

Senior subordinated loan
($25,160 par due 8/2016)

(Libor +
6.00%/M)
9.09%
(Libor +
6.00%/S)

10.00%
Cash,
2.00% PIK

8.50%
(Libor +
5.75%/M)
8.50%
(Libor +
5.75%/M)
11.25%
(Libor +
8.50%/M)
11.25%
(Libor +
8.50%/M)

12.00%
12.00%

12.00%

11.34%
(Libor +
3.00% Cast

4.00%
PIK/Q)
13.84%

(Libor +
3.50% Cast

6.00%
PIK/Q)
5.25%
(Libor +
3.50% Cast

6.00%
PIK/Q)
16.34%

(Libor +
6.00% Cast

6.00%
PIK/Q)
15.50%
(Libor +
6.00% Cast

6.00%
PIK/Q)

8.58%
(Libor +
6.75%/M)

11.50%
Cash,
2.50% PIK
11.50%
Cash,
2.50% PIK

4/3/200°

9/21/200°

4/17/200°

2/2/200%

2/2/200t

2/2/200%

2/2/200t

5/18/200!

2/2/200t

12/15/2001
12/15/2001

12/15/2001

3/16/200°

3/16/200°

3/16/200°

3/16/200°

3/16/200°

3/16/200°

8/23/2001

8/23/200!

8/29/200:

8/29/200:

7,35( 7,202
15,80( 20,78t
20C 20C
209,83 218,93!
20,20: 18,18(
9,71¢ 11,21¢
4,20¢ 3,99¢
1,83 1,65:
7,12¢ 6,412
16¢ 10¢
29¢ 414
25,00( 25,00(
2,96¢ 2,96¢
11,18¢ 11,18¢
1,51 75¢€
11,18t¢ 5,594
37z 18¢
3,57¢ 1,78¢
147 74
87z =
12,00( 12,00(
1,00( 2,30(C
17,76¢ 17,23:
25,16( 24,33(
156,29: 145,39(

0.9€(3)

(5)
250.0((5)

0.90(2)(4)

0.9t

0.95(3)

0.9((2)

0.9((3)

7.3((5)

3.65(5)

1.00(2)
1.0¢

1.0¢(3)

0.5((4)

0.5((4)

0.5C

0.5((4)

0.5((4)

—)

1.0((3)

1,345.8:(5)

0.97(4)

0.97(2)(4)

20.0(%

13.2%






Financial

Carador PLC(6)(8)(9) Ordinary shares (7,110,52 12/15/200; 9,03: 426¢ $ 0.6((5)
shares’
CIC Flex, LP(9) Limited partnership units 9/7/200° 28 28 % 28,000.0/(5)
(1 unit)
Covestia Capital Limited partnership interes 6/17/200:1 1,05¢ 1,05¢ (5)
Partners, LP(9 (47% interest
Firstlight Financial Senior subordinated loan 10.00% PIK 12/31/200! 69,91( 62,91¢ $ 0.9((4)
Corporation(6)(9 ($69,910 par due 12/201
Common stock (10,000 12/31/200: 10,00( 0o $ —(5)
shares’
Common stock (30,000 12/31/200: 30,00( 0o $ —(5)
shares’
Ivy Hill Middle Market Class B deferrable interes 8.15% 11/20/200 40,00( 36,000 $ 0.9C
Credit Fund, Ltd.(7)(8)(9) notes ($40,000 par due (Libor +
11/2018) 6.00%/Q)
Subordinated notes 11/20/200° 16,00( 14,400 $ 0.9((5)
($16,000 par due 11/201
Imperial Capital Limited partnership interes 5/10/200° 584 584 $ 1.0((5)
Group, LLC and Imperial (80% interest)
Capital Private
Opportunities, LP(6)(9
Common units (7,710 unit 5/10/200° 14,997 14,997 $ 1,945.145)
Common units (2,526 unit 5/10/200° 3 3 $ 1.145)
Common units (315 unit¢ 5/10/200° — — % —(5)
Partnership Capital Growt  Limited partnership interes 6/16/200! 2,38¢ 2,38¢ (5)
Fund I, LP(9) (25% interest
Trivergance Capital Limited partnership interes 6/5/200¢ 7238 7238 5)
Partners, LP(9 (100% interest
VSC Investors LLC(9) Membership interest (4.63 1/24/200i 30z 30z (5)
interest)
195,02: 137,66! 12.5%
Business Services
Booz Allen Hamilton, Inc. Senior secured loan ($74¢ 7.50% 7/31/200! 738 65¢ $ 0.8¢(3)
par due 7/2015) (Libor +
4.50%/S)
Senior subordinated loan 11.00% 7/31/200:1 22,177 19,04C % 0.85(2)(4)
($22,400 par due 7/2016) Cash,
2.00% PIK
Investor Group Senior secured revolving 6.97% 6/22/200! 75C 75C % 1.0C
Services, LLC(6) loan ($750 par due 6/2011 (Libor +
5.50%/Q)
Limited liability company 6/22/2001 — 50C $ 5,000.0((5)
membership interest
(10.00% interest
Pillar Holdings LLC and Senior secured revolving 7.53% 11/20/200 37t 37t % 1.0C
PHL Holding Co.(6) loan ($375 par due 11/201 (Libor +
5.50%/B)
Senior secured revolving 7.53% 11/20/200 93¢ 93¢t % 1.0C
loan ($938 par due 11/201 (Libor +
5.50%/B)
Senior secured loan ($7,3 14.50% 7/31/200i 7,37 737 $ 1.0C
par due 5/2014
Senior secured loan 7.53% 11/20/200° 18,70¢ 18,70¢ $ 1.00(2)
($18,709 par due 11/2013 (Libor +
5.50%/B)
Senior secured loan 7.53% 11/20/200 11,67¢ 11,67¢ $ 1.0((3)
($11,678 par due 11/2013 (Libor +
5.50%B)
Common stock (85 share 11/20/200° 3,76¢ 5261 $ 61,964.7(5)
Primis Marketing Senior subordinated note 11.00% 8/24/200! 10,22: 1,02: % 0.10(4)(14)
Group, Inc. and Primis ($10,222 par due 2/2013) Cash,
Holdings, LLC(6) 2.50% PIK
Preferred units (4,000 unit 8/24/200! 3,60( — 3 —(5)
Common units (4,000,000 8/24/200! 40C — —(5)
units)
F-10
Prommis Solutions, LLC, I  Senior subordinated note 11.50% 2/8/200° 26,007 24,71 $ 0.95(4)



Default Services, LLC,
Statewide Tax and Title
Services, LLC & Statewide
Publishing Services, LLC
(formerly known as MR
Processing Holding Corp

R2 Acquisition Corp.

Summit Business
Media, LLC

VSS-Tranzact
Holdings, LLC(6)

Retail
Apogee Retail, LLC

Dufry AG(8)

Savers, Inc. and SAI
Acquisition Corporation

Things Remembered, Inc.
and TRM Holdings
Corporation

Environmental Services
AWTP, LLC

($26,007 par due 2/2014)

Senior subordinated note
($26,109 par due 2/2014)

Preferred stock (30,000
shares

Common stock (250,000
shares’

Junior secured loan
($10,000 par due 11/2013

Common membership
interest (8.51% interes

Senior secured revolving
loan ($390 par due 3/201Z

Senior secured loan
($10,960 par due 11/2012

Senior secured loan ($2,3
par due 3/2012)

Senior secured loan
($24,637 par due 3/2012)

Senior secured loan
($11,790 par due 3/2012)

Senior secured loan ($4,8
par due 3/2012)
Common stock (39,056

shares’

Senior subordinated note
($6,000 par due 8/2014)

Senior subordinated note
($22,000 par due 8/2014)

Common stock (1,170,182
shares’

Senior secured loan ($4,5
par due 9/2012)

Senior secured loan
($25,192 par due 9/2012)

Senior secured loan ($3,0
par due 9/2012)

Senior secured loan ($7,2
par due 9/2012)

Preferred stock (80 share
Common stock (800 share

Junior secured loan ($402
par due 12/2012)

Junior secured loan ($3,0:
par due 12/2012)

Junior secured loan ($805
par due 12/2012)

Cash,
2.00% PIK

11.50%
Cash,
2.00% PIK

9.47%
(Libor +
7.00%/M)

7.25% (Bas
Rate +
4.00%/D)
12.00%
Cash,
4.00% PIK
8.71%
(Libor +
5.25%/S)
8.71%
(Libor +
5.25%/S)
8.71%
(Libor +
5.25%/S)
7.64%
(Libor +
5.25%/Q)

10.00%
Cash,
2.00% PIK
10.00%
Cash,
2.00% PIK

7.00% (Bas
Rate +
3.75%/D)
15.00%
(Base Rate
9.75%/D)
15.00%
(Base Rate
9.75%/D)
15.00%
(Base Rate
9.75%/D)

8.97%
(Libor +
7.50% Cast

1.00%
PIK/Q)
8.97%
(Libor +
7.50% Cast

1.00%
PIK/Q)
11.48%

(Libor +
7.50% Cast

2/8/200°

4/11/2001

5/29/200°

8/3/200°

10/26/200

3/27/200°

5/28/200:

3/27/200°

3/27/200°

3/27/200°

3/27/200°

3/28/200:

8/8/200¢

8/8/200¢

8/8/200¢

9/28/200!

9/28/200!

9/28/200!

9/28/200!

9/28/200!

9/28/200!

12/23/200!

12/23/200:

12/23/200!

26,10¢ 24,81(
3,00¢ 4,00
25C 25C
10,00( 6,00(
10,00( 6,00(
156,09: 132,08!
39C 39C
10,96( 10,96(
2,301 2,05
24,637 21,920
11,79( 10,49:
4,87¢ 4,34(
3,00( 1,05(
6,00( 5,70(
22,00( 20,90(
4,50( 5,301
4,50¢ 3,47(
25,18¢ 18,65
3,09¢ 2,291
7,27: 5,38¢
1,80(¢ —
20C —
132,52: 112,91:
40z 32z
3,01¢ 2,41¢
80t 644

0.95(2)(4)

133.3(5)

1.00(5)

0.6((3)

©®)

12.0%

1.0C

1.00(4)

0.8¢

0.85(2)

0.8¢3)

0.8¢

26.8(5)

0.95(4)

0.95(2)(4)

4.55(5)

0.77(3)

0.742)

0.74

0.743)

—(5)
—(5)
10.31%

0.8((4)

0.8((3)(4)

0.8((4)



1.00%

PIK/A)
F-11
Junior secured loan ($6,0: 11.48% 12/23/200! 6,03¢€ 4,82¢ 0.8((3)(4)
par due 12/2012) (Libor +
7.50% Cast
1.00%
PIK/A)
Junior secured loan ($402 9.35% 12/23/200! 402 32z 0.8((4)
par due 12/2012) (Libor +
7.50% Cast
1.00%
PIK/A)
Junior secured loan ($3,0: 9.35% 12/23/200! 3,01¢ 2,41¢ 0.8((3)(4)
par due 12/2012) (Libor +
7.50% Cast
1.00%
PIK/A)
Mactec, Inc. Class E-4 stock (16 share: 11/3/200: — — 27.0((5)
Class C stock (5,556 shar 11/3/200:- — 15C 27.0((5)
Sigma International Junior secured loan ($1,8: 9.55% 10/11/200 1,83¢ 1,55¢ 0.85(2)
Group, Inc. par due 10/2013) (Libor +
7.50%/Q)
Junior secured loan ($4,0( 9.55% 10/11/200° 4,00( 3,40(C 0.85(3)
par due 10/2013) (Libor +
7.50%/Q)
Junior secured loan ($2,7* 7.97% 11/1/200 2,75(C 2,33¢ 0.85(2)
par due 10/2013) (Libor +
7.50/M)
Junior secured loan ($6,0( 7.97% 11/1/200 6,00( 5,10(C 0.85(3)
par due 10/2013) (Libor +
7.50/M)
Junior secured loan ($917 9.40% 11/6/200° 917 77¢ 0.85(2)
par due 10/2013) (Libor +
7.50%/M)
Junior secured loan ($2,0( 9.40% 11/6/200 2,00( 1,70(C 0.85(3)
par due 10/2013) (Libor +
7.50%/M)
Waste Pro USA, Inc. Senior subordinated loan 11.50% 11/9/200t 25,00( 25,00( 1.00(2)
($25,000 par due 11/201
Preferred stock 10.00% PIK 11/9/200t 15,00( 15,00( 1,000.0((4)
(15,000 shares
Warrants to purchase 11/9/200¢ — 6,827 10.0((5)
682,671 share
Wastequip, Inc.(6) Senior subordinated loan 10.00% 2/5/2007 12,99( 7,71¢ 0.55(4)
($12,990 par due 2/2015) Cash,
2.00% PIK
Common stock 2/2/200' 1,38¢ 131 9.4%(5)
(13,889 shares
85,56( 80,64: 7.3™%
Printing, Publishing and
Media
Canon Junior secured loan 13.00% 5/25/200! 11,78¢ 11,31 0.9€(2)
Communications LLC ($11,784 par due 11/2011  (Base Rate
9.75%/D)
Junior secured loan 13.00% 5/25/200! 12,00¢ 11,52¢ 0.9€(3)
($12,009 par due 11/2011  (Base Rate
9.75%ID)
Courtside Acquisition Cory  Senior subordinated loan 17.00% PIK 6/29/200° 34,298 3,43( 0.1((4)(14)
($34,295 par due 6/201
LVCG Holdings LLC(7) Membership interests 10/12/200° 6,60( 8,50( (5)
(56.53% interest
National Print Group, Inc Senior secured revolving 8.25% (Bas 3/2/200¢ 2,73¢ 2,462 0.9C
loan ($2,736 par due Rate +
3/2012) 5.00%/D)
Senior secured loan ($8,6  7.50% (Bas 3/2/200¢ 8,62% 7,761 0.9((3)
par due 3/2012) Rate +
4.25%/D)
Preferred stock 3/2/200¢ 2,00( — —(5)
(9,344 shares
The Teaching Senior secured loan 11.70% 9/29/200¢ 18,00( 17,10( 0.95(2)

Company, LLC and The
Teaching Company
Holdings, Inc.(11

($18,000 par due 9/2012)



Senior secured loan 11.70% 9/29/200t 10,00( 9,50 $ 0.95(3)
($10,000 par due 9/201
Preferred stock 9/29/200t 2,997 3,99 $ 133.3¢(5)
(29,969 shares
Common stock 9/29/200¢ 3 4 3% 0.2€(5)
(15,393 shares
109,04° 75,59t 6.9(%
F-12
Manufacturing
Arrow Group Senior secured loan ($5,6 6.46% 3/28/200! 5,647 537 % 0.9€(3)
Industries, Inc. par due 4/2010) (Libor +
5.00%/Q)
Emerald Performance Senior secured loan ($9,0 8.25% 5/16/200t 9,01¢ 8567 $ 0.95(3)
Materials, LLC par due 5/2011) (Libor +
4.25%]A)
Senior secured loan ($62¢€  6.75% (Bas 5/16/200¢ 62€ 59t $ 0.95(3)
par due 5/2011) Rate +
3.50%/D)
Senior secured loan ($53€ 8.25% 5/16/200¢ 53€ 50¢ $ 0.95(3)
par due 5/2011) (Libor +
4.25%]A)
Senior secured loan ($1,5 10.00% 5/16/200t 1,522 1,447 $ 0.95(3)
par due 5/2011) (Libor +
6.00%/A)
Senior secured loan ($81 10.00% 5/16/200¢ 81 7 $ 0.95(3)
due 5/2011) (Libor +
6.00%/A)
Senior secured loan ($4,5 10.00% 5/16/200¢ 4,54¢ 4,31¢  $ 0.95(2)(4)
par due 5/2011) Cash,
3.00% PIK
Senior secured loan ($241 10.00% 5/16/200¢ 241 22¢ % 0.95(2)(4)
par due 5/2011) Cash,
3.00% PIK
Qualitor, Inc. Senior secured loan ($1,7 5.46% 12/29/200: 1,752 1,66 $ 0.95(3)
par due 12/2011) (Libor +
4.00%/Q)
Senior secured loan ($5 p. 5 5 1.0((3)
due 12/2011
Junior secured loan ($5,0( 8.46% 12/29/200: 5,00( 475C $ 0.95(3)
par due 6/2012) (Libor +
7.00%/Q)
Reflexite Corporation (7) Senior subordinated loan 11.00% 2/28/200¢ 10,25 10,25¢ $ 1.0C(4)
($10,253 par due 2/2015) Cash,
3.00% PIK
Common stock 3/28/200t 27,43¢ 35500 $ 19.4¢(5)
(1,821,860 share:
Saw Mill PCG Common units (1,000 unit 2/2/2007 1,00(¢ 0o $ —(5)
Partners LLC
UL Holding Co., LLC Common units (50,000 4/25/200¢ 50C 75C % 15.0((5)
units)
Common units (50,000 4/25/200¢ — — 3 —(5)
units)
Universal Trailer Common stock 10/8/200- 7,93( — —(5)
Corporation(6, (74,920 shares
76,09: 74,037 6.76%
Restaurants
ADF Capital, Inc. & ADF Senior secured revolving 5.75% (Bas 11/27/2001 1,381 1,31 $ 0.9t
Restaurant Group, LLC loan ($1,381 par due Rate +
11/2013) 2.50%/D)
Senior secured revolving 6.61% 11/27/2001 2,00t 1,90 $ 0.95(4)
loan ($2,005 par due (Libor +
11/2013) 3.00% Cast
0.50%
PIK/S)
Senior secured loan ($2 p. 12.00% 11/27/2001 2 2 $ 1.0C
due 11/2012) (Base Rate
7.5%/D)
Senior secured loan ($1 p 12.00% 11/27/200! 1 1 $ 1.0((3)
due 11/2012) (Base Rate
7.5%/D)
Senior secured loan 11.61% 11/27/2001 22,91: 21,52( % 0.94(4)
($22,656 par due 11/2012 (Libor +

7.50% Cast
1.00%



PIK/S)

Senior secured loan ($992 11.61% 11/27/2001 992 947 0.95(2)(4)
par due 11/2012) (Libor +
7.50% Cast
1.00%
PIK/S)
Senior secured loan 11.61% 11/27/2001 11,07t 10,52¢ 0.95(3)(4)
($11,081 par due 11/2012 (Libor +
7.50% Cast
1.00%
PIK/S)
Promissory note ($12,079  10.00% PIK 6/1/200¢ 12,067 12,067 1.0((4)
par due 11/201¢€
Warrants to purchase 6/1/200¢ — — —(5)
0.61 share
Encanto Restaurants, Inc.  Junior secured loan 7.50% Cast 8/16/200¢ 21,18¢ 19,08 0.9((2)(4)
($21,184 par due 8/201 3.50% PIK
Junior secured loan ($4,0:  7.50% Cast 8/16/200¢ 4,03t 3,63t 0.9((3)(4)
par due 8/2013 3.50% PIK
75,65¢ 70,99¢ 6.4&%
F-13
Aerospace & Defense
AP Global Holdings, Inc. Senior secured loan ($7,8 4.97% 11/8/200 7,79¢ 7,121 0.9((3)
par due 10/2013) (Libor +
4.50%/M)
ILC Industries, Inc. Junior secured loan 11.50% 6/27/200t 12,00( 12,00( 1.0((3)
($12,000 par due 8/201
Thermal Solutions LLC an  Senior secured loan ($871 3.92% 3/28/200! 871 83€ 0.9€(3)
TSI Group, Inc. par due 3/2011) (Libor +
3.50%/M)
Senior secured loan ($2,7 4.42% 3/28/200! 2,76 2,461 0.85(3)
par due 3/2012) (Libor +
4.00%/M)
Senior subordinated notes 11.50% 3/28/200! 2,117 2,042 0.9%(4)
($2,117 par due 9/2012) Cash,
2.75% PIK
Senior subordinated notes 11.50% 3/28/200! 3,34z 3,22t 0.9€(2)(4)
($3,342 par due 9/2012) Cash,
2.75% PIK
Senior subordinated notes 11.50% 3/21/200¢ 2,67¢ 2,59¢ 0.97(2)(4)
($2,679 par due 3/2013) Cash,
2.50% PIK
Preferred stock 3/28/200! 71€ 71€ 10.0((5)
(71,552 shares
Common stock 3/28/200! 15 15 0.01(5)
(1,460,246 share:
Wyle Laboratories, Inc. an  Junior secured loan 8.96% 1/17/200¢ 16,00( 15,20( 0.9t
Wyle Holdings, Inc. ($16,000 par due 7/2014) (Libor +
7.50%/Q)
Junior secured loan 8.96% 1/17/200¢ 12,00( 11,40( 0.95(3)
($12,000 par due 7/2014) (Libor +
7.50%/Q)
Common stock 1/17/200¢ 2,10( 1,68( 6.82(5)
(246,279 share:
62,40« 59,29¢ 5.42%
Consumer Products—
Non-Durable
Innovative Brands, LLC Senior secured loan ($9,9 14.50% 10/12/2001 9,901 9,901 1.0C
par due 9/2011
Senior secured loan ($9,1 14.50% 10/12/2001 9,13¢ 9,13¢ 1.0((3)
par due 9/2011
Making Memories Senior secured loan 10.00% 5/5/200¢ 11,95: 12,081 0.5€(14)
Wholesale, Inc.(6) ($21,509 par due 3/2011) (Base Rate
5.00%/D)
Senior subordinated loan 12.00% 5/5/200¢ 10,46¢ — —(4)(14)
($10,465 par due 5/2012) Cash,
4.00% PIK
Preferred stock 5/5/200¢ 3,75¢ — —(5)
(4,259 shares
Shoes for Crews, LLC Senior secured revolving 5.25% (Bas 10/8/200: 1,00( 1,00( 1.0C
loan ($1,000 par due Rate +
7/2010) 2.00%/D)
Senior secured loan ($572 5.31% 10/8/200:- 572 572 1.0((3)
par due 7/2010) (Libor +



3.50%/S)

Senior secured loan ($88 4.96% 10/8/200:- 88 88 1.0((3)
due 7/2010) (Libor +
3.50%/Q)
The Thymes, LLC(7) Preferred stock 8.00% PIK 6/21/200° 6,28: 5,02¢ 799.9¢(4)
(6,283 shares
Common stock 6/21/200° — — —(5)
(5,400 shares
Wear Me Apparel, LLC(6)  Senior subordinated notes ~ 17.50% PIK 4/2/2007 24,03t 12,05¢ 0.5((4)(14)
($23,985 par due 4/201
Common stock 4/2/2007 10,00( — —(5)
(10,000 shares
87,19t 49,86¢ 4.55%
Telecommunications
American Broadband Senior subordinated loan 10.00% 2/8/200¢ 32,04¢ 32,04¢ 1.00(4)
Communications, LLC anc  ($32,048 par due 11/2014 Cash,
American Broadband 6.00% PIK
Holding Company
Senior subordinated loan 10.00% 11/7/200 8,087 8,087 1.00(4)
($8,087 par due 11/2014) Cash,
6.00% PIK
Warrants to purchase 11/7/200° — — —(5)
170 share
40,13¢ 40,13¢ 3.6™
F-14
Cargo Transport
The Kenan Advantage Senior subordinated notes  9.50% Cast 12/15/200! 25,26( 24,00( 0.95(2)(4)
Group, Inc. ($25,266 par due 12/201 3.50% PIK
Senior secured loan ($2,4 4.46% 12/15/200! 2,42¢ 2,182 0.9((3)
par due 12/2011) (Libor +
3.00%/Q)
Preferred stock 8.00% PIK 12/15/200! 1,371 1,732 157.644)(5)
(10,984 shares
Common stock 12/15/200! 31 41 1.34(5)
(30,575 shares
29,087 27,95¢ 2.55%
Containers-Packaging
Industrial Container Senior secured revolving 5.75% (Bas 6/21/200t 1,19¢ 1,19¢ 1.0C
Services, LLC(6) loan ($1,198 par due Rate +
9/2011) 2.50%/D)
Senior secured revolving 4.47% 6/21/200t¢ 1,23¢ 1,23¢ 1.0C
loan ($1,239 par due (Libor +
9/2011) 4.00%/M)
Senior secured loan ($42 4.47% 9/30/200! 42 42 1.00(2)
due 9/2011) (Libor +
4.00%/B)
Senior secured loan ($51¢€ 4.46% 6/21/200¢ 51€ 51€ 1.00(2)
par due 9/2011) (Libor +
4.00%/M)
Senior secured loan ($7,9 4,46% 6/21/200t 7,902 7,902 1.0((3)
par due 9/2011) (Libor +
4.00%/M)
Senior secured loan ($85 5.20% 6/21/200¢ 85 85 1.00(2)
due 9/2011) (Libor +
4.00%/M)
Senior secured loan ($1,3 5.20% 6/21/200t 1,30¢ 1,30¢ 1.0((3)
par due 9/2011) (Libor +
4.00%/M)
Senior secured loan ($26:2 5.20% 6/21/200¢ 263 262 1.00(2)
par due 9/2011) (Libor +
4.00%/M)
Senior secured loan ($4,0 5.20% 6/21/200t 4,02¢ 4,02¢ 1.0((3)
par due 9/2011) (Libor +
4.00%/M)
Senior secured loan ($10¢ 5.88% 6/21/200¢ 10& 10E 1.00(2)
par due 9/2011) (Libor +
4.00%/M)
Senior secured loan ($1,6 5.88% 6/21/200t 1,611 1,611 1.0((3)
par due 9/2011) (Libor +
4.00%/M)
Common stock 9/29/200! 1,80C 9,10( 5.0€(5)
(1,800,000 share:
20,09¢ 27,39¢ 2.5(%




Computers and
Electronics
RedPrairie Corporation

X-rite, Incorporated

Health Clubs
Athletic Club Holdings, Inc
(13)

Junior secured loan ($3,3(
par due 1/2013)

Junior secured loan
($12,000 par due 1/2013)
Junior secured loan ($3,0¢

par due 7/2013)

Junior secured loan ($7,7+
par due 7/2013)

Senior secured loan ($1,0
par due 10/2013)

Senior secured loan ($1,7
par due 10/2013)

Senior secured loan
($12,486 par due 10/2013

Senior secured loan
($11,487 par due 10/2013

Senior secured loan ($14
due 10/2013)

Senior secured loan ($13
due 10/2013)

9.21%
(Libor +
6.50%/Q)
9.21%
(Libor +
6.50%/Q)

13.63%
(Libor +
10.38%/D)
13.63%
(Libor +
10.38%/D)

4.97%
(Libor +
4.5%/M)

8.88%
(Libor +
4.5%IS)

5.01%
(Libor +
4.5%/M)

5.01%
(Libor +
4.5%/M)

6.75% (Bas

Rate +
3.50/D)

6.75% (Bas

Rate +
3.50/D)

7/13/200¢

7/13/200¢

7/6/200¢

7/6/200¢

10/11/200

10/11/200

10/11/200

10/11/200

10/11/200

10/11/200

F-15

3,30( 2,97C
12,00( 10,80(
3,09¢ 3,09¢
7,744 7,742
26,14: 24,61
1,00 88C
1,75( 1,54(
12,48¢ 10,98¢
11,487 10,10¢
14 12

13 11
26,75( 23,54(

0.9((2)

0.9((3)

1.0C

1.0¢(3)

2.25%

0.8¢

0.8¢

0.8¢(2)

0.8¢(3)

0.8€(2)

0.85(3)

2.07




Grocery

Planet Organic Health Cor  Junior secured loan ($860 6.01% 7/3/200' 86C 817 0.95
(8) par due 7/2014) (Libor +
5.50%/M)
Junior secured loan 6.01% 7/3/200° 10,25( 9,73¢ $ 0.95(3)
($10,250 par due 7/2014) (Libor +
5.50%/M)
Senior subordinated loan 11.00% 7/3/200° 10,90( 9,84t  $ 0.9((2)(4)
($10,900 par due 7/2012) Cash,
2.00% PIK
22,01( 20,40( 1.86%
Consumer Products—
Durable
Direct Buy Holdings, Inc. Senior secured loan ($2,2 4.97% 12/14/200° 2,18¢ 1,861 $ 0.82
and Direct Buy par due 11/2012) (Libor +
Investors, LP(6 4.50%/B)
Partnership interests 11/30/200° 10,00( 6,50( (5)
(19.31% interest
12,18¢ 8,361 0.76%
Housing—Building
Materials
HB&G Building Products Senior subordinated loan 13.00% 10/8/200:- 8,96€ 2,251 $ 0.25(2)(4)
($8,956 par due 3/2011) Cash, (14)
6.00% PIK
Common stock 10/8/200:- 753 — % —(5)
(2,743 shares
Warrants to purchase 10/8/200:- 652 — 5 —(5)
4,464 share
10,37 2,251 0.0(%
Total $ 2,267,59: $ 1,972,97

1) Other than our investments in R3 Education, In€PHAcquisition Holdings, LLC, Ivy Hill Middle MarkeCredit Fund, Ltd., LVCG Holdings LLC, Reflexiteo€poration and The
Thymes, LLC, we do not "Control" any of our portibotompanies, as defined in the Investment Compentyln general, under the Investment Company Aetwould "Control" ¢
portfolio company if we owned more than 25% ofdtgstanding voting securities and/or had the pdwexercise control over the management or policfesich portfolio
company. All of our portfolio company investments aubject to legal restrictions on sales whichfd3ecember 31, 2008 represented 180% of the Coyppaat assets.

2) These assets are owned by the Company's whollyd®uesidiary Ares Capital CP, are pledged as eshfor the CP Funding Facility and, as a resul, not directly available
the creditors of the Company to satisfy any obiaye of the Company other than Ares Capital CPiigations under the CP Funding Facility (see Note ghe consolidated
financial statements).

3) Pledged as collateral for the ARCC CLO. Unless mtiee noted, all other investments are pledgecHateral for the Revolving Credit Facility (see td@ to the consolidated
financial statements).

(4) Has a payment-in-kind interest feature (see NdtetBe consolidated financial statements).

(5) Non-income producing at December 31, 2008.

(6) As defined in the Investment Company Act, we aré/Adfiliate” of this portfolio company because wevo 5% or more of the portfolio company's outstagdinting securities or

we have the power to exercise control over the igamant or policies of such portfolio company (imihg through a
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management agreement). Transactions during thechfen the year ended December 31, 2008 in whietigbuer was an Affiliate (but not a portfolio caany that we "Control")
are as follows (in thousands):

Capital
Redemption: Interest structuring Dividend Net Net
Sales Other  realized unrealized
Company Purchase: (cost) (cost) income service fee income income gains/losse gains/losse
Apple & Eve, LLC and US Juice Partners, L $ 11,500 $ 10,81 $ — $ 463¢ $ — $ — $ 43 $ 4C $ (12,389
Carador, PLC $ — $ — $ — % — % — $ 822 3% — $ — $ (3,47¢
Campus Management Corp. and Campus ManagementskamuiCorp. $ 69,19: $ 1,76¢ $ — $ 5361 $ 154( $ — $ 11z $ — $ 3,04¢
CT Technologies Intermediate Holdings, Inc. andT@thnologies
Holdings, LLC $ 471¢ 3% 56,82: $ — $ 257 % — $ — $ 34C $ 10C $ 1,382
Daily Candy, Inc $ — $ 11,87: $ 10,80¢ $ 73 $ — $ — % — % 1,20¢ $ —
Direct Buy Holdings, Inc. and Direct Buy Investa® $ — 3 21¢ $ —$ 192 $ — $ —$ — 3 9 $ (3,82
Firstlight Financial Corporatio $ — 3 — &} — $ 585 % — $ — $ 75C $ — $ (36,99)
Imperial Capital Group, LL( $ 584 $ — $ —%$ — 9 — $ —$ — 3 — $ —
Industrial Container Services, LL $ 693¢ % 16,67 $ — $ 1,71C $ — $ — $ 12C $ — $ 4,10(
Investor Group Services, LL $ 125 $ 1,50C $ — % 24 $ — $ — $ 55 % — $ 50C
Making Memories Wholesale, Ir $ 594 $ 1,11 $ — $ 19¢ $ — $ — % — % — $ (6,669
Pillar Holdings LLC and PHL Holding Ct $ 15807 $ 60C $ 31,86F $ 3,40¢ $ 281 $ — $ 167 $ — $ 1,50(
Primis Marketing Group, Inc. and Primis Holding$.@ $ — 3 — $ —$% — 3 = 3 — & — $ (7,565
Universal Trailer Corporatio $ — 3 — $ —%$ — 9 — 3 —$ — 3 — $ (700)
VSS-Tranzact Holdings, LLC $ — 3 — $ —$% — 3 = 3 — & — $ (4,000
Wastequip, Inc $ — 3 — 3 — $ 142¢ $ — $ —$ — 3 — $ (3,319
Wear Me Apparel, LLC $ — 3 — &} — $ 2,41 $ — $ — $ 13 3 — $ (14,059
©) As defined in the Investment Company Act, we aré/Adfiliate” of this portfolio company because wap 5% or more of the portfolio company's outstagdioting securities or

we have the power to exercise control over the ig@ment or policies of such portfolio company (imithg through a management agreement). In addiisnlefined in the
Investment Company Act, we "Control" this portfoiompany because we own more than 25% of the fiorfompany's outstanding voting securities or \@eenthe power to
exercise control over the management or policiesioh portfolio company (including through a mamaget agreement). Transactions during the periothfoyear ended
December 31, 2008 in which the issuer was bothféiliate and a portfolio company that we Controéas follows (in thousands):

Capital
Redemptions Interest structuring Dividend Net Net

Sales Other realized unrealized
Company Purchase: (cost) (cost) income service fee income income gains/losse gains/losse
HCP Acquisition Holdings, LLC $ 8561 $ — % —3$ — 3 — 3 — % — 3 — $ (2,069
Ivy Hill Middle Market Credit Fund, Ltc $ — $ — % — $ 5421 $ — $ — $152¢ $ — $ (5,600
LVCG Holdings, LLC $ — % —$ —$ — $ — $ — $ 10C $ — $ (1,900
R3 Education, Inc $ 62,600 $ 69,08¢ $ — $ 3521 ¢ 290 $ — $ 65 $ — $ 4,397
Reflexite Corporatiol $ 10,23¢ $ — % —$ 92¢ 3 10C $ — $ 1C $ — $ (19,16¢)
The Thymes, LLC $ — $ — $ 145($ 544 % — $ 13t — $ — $ (@1,25)

8) Non-U.S. company or principal place of businessidetthe U.S. and as a result is not a qualifysgetiunder Section 55(a) of the Investment CompanyUnder the Investment

Company Act, we may not acquire any non-qualify@isget unless, at the time such acquisition is nadgifying assets represent at least 70% of dat &ssets.
9) Non-registered investment company.
(10) A majority of the variable rate loans to our polifacompanies bear interest at a rate that mayeberehined by reference to either Libor or an ali&grBase Rate (commonly based

on the Federal Funds Rate or the Prime Rate)edidirower's option, which reset annually (A), samiually (S), quarterly (Q), monthly (B), monthly (M) or daily (D). For ea
such loan, we have provided the interest ratefeceat December 31, 2008.

(11) In addition to the interest earned based on thedsiaterest rate of this security, we are entitececeive an additional interest amount of 2.509422.2 million aggregate
principal amount of the portfolio company's seri@m debt previously syndicated by us.

(12) Principal amount denominated in Canadian dollassi&en translated into U.S. dollars (see NotetBe@onsolidated financial statements).

(13) In addition to the interest earned based on thedsiaterest rate of this security, we are entitececeive an additional interest amount of 2.509425.0 million aggregate

principal amount of the portfolio company's seri@m debt previously syndicated by us.

(14) Loan was on non-accrual status as of December(®RB.2
See accompanying notes to consolidated finanasstents.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED SCHEDULE OF INVESTMENTS

As of December 31, 2007

(dollar amounts in thousands, except per unit data)

Initial
Acquisition Amortized Fair Fair Value Percentage of
Company(1) Investment Interest(10) Date Cost Value Per Unit Net Assets
Healthcare—Services
American Renal Associates, Inc.  Dialysis provider Senior secured loan 8.36% 12/14/0¢ $ 2,131 $ 2,131 % 1.0((3)
($2,131 par due (Libor + 3.25%/S)
12/2010)
Senior secured loan 8.45% 12/14/0¢ 16 16 $ 1.0C(3)
($16 par due 12/201:  (Libor + 3.25%/Q)
Senior secured loan 9.00% 12/14/0¢ 197 197 % 1.0C(3)
($197 par due 12/201( (Base
Rate + 1.75%/D
Senior secured loan 8.36% 12/14/0¢ 5,77C 577C $ 1.0((3)
($5,770 par due (Libor + 3.25%/S)
12/2011)
Senior secured loan 9.00% 12/14/0¢ 28 28 $ 1.0C(3)
($28 par due 12/2011) (Base
Rate + 1.75%/D
Senior secured loan 8.36% 12/14/0¢ 262 26z % 1.0((3)
($262 par due 12/201: (Libor + 3.25%/S;
Senior secured loan 8.48% 12/14/0¢ 2,62( 262( $ 1.0((3)
($2,620 par due (Libor + 3.25% /Q
12/2011)
Capella Healthcare, Inc. Acute care hospital Junior secured loan 10.34% 12/1/0¢ 19,00( 19,00 $ 1.0C
operator ($19,000 par due (Libor + 5.50%/Q)
11/2013)
Junior secured loan 10.34% 12/1/0¢ 30,00( 30,000 $ 1.00(2)
($30,000 par due (Libor + 5.50%/Q)
11/2013)
CT Technologies Intermediate Healthcare Senior secured 10.38% 6/15/07 81C 81C $ 1.0C
Holdings, Inc. and CT Technologie information revolving loan ($810 (Libor + 5.00%/Q)
Holdings, LLC(6) management servici par due 3/2012
Senior secured 10.25% 6/15/0% 81C 81C $ 1.0C
revolving loan ($810  (Libor + 5.00%/M)
par due 3/2012
Senior secured 10.15% 6/15/07 81C 81C $ 1.0C
revolving loan ($810  (Libor + 5.00%/Q)
par due 3/2012
Senior secured loan 10.38% 6/15/07 13,00( 13,000 $ 1.0C
($13,000 par due (Libor + 5.00%/S)
3/2012)
Senior secured loan 10.38% 6/15/07 4,00( 4,000 $ 1.0((3)
($4,000 par due 3/201 (Libor + 5.00%/S]
Senior secured loan 10.25% 6/15/07 6,50( 6,50 $ 1.0C
($6,500 par due 3/201 (Libor + 5.00%/M)
Senior secured loan 10.25% 6/15/07 2,00( 2,000 $ 1.0((3)
($2,000 par due 3/201 (Libor + 5.00%/M)
Senior secured loan 10.15% 6/15/07 19,50( 19,50 $ 1.0C
($19,500 par due (Libor + 5.00%/Q)
3/2012)
Senior secured loan 10.15% 6/15/07 6,00( 6,000 $ 1.0((3)
($6,000 par due 3/201 (Libor + 5.00%/Q)
Preferred stock (6,000 6/15/07 6,00( 6,00C $ 1,000.0(5)
shares’
Common stock (9,679 6/15/07 4,00( 4,000 $ 413.2(5)
shares’
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Common stock (1,546 6/15/07 — — $ —(5)
shares’
DSI Renal, Inc. Dialysis provider Senior subordinated note 12.00% Cash, 4/4/0¢ 53,95¢ 53,93: $ 1.00(4)
($53,933 par due 4/201 2.00% PIK
Senior subordinated note 12.00% Cash, 4/4/0€ 11,577 11,577 $ 1.00(4)(3)
($11,576 par due 4/201 2.00% PIK
Senior secured revolving 10.25% 4/4/0¢ 3,36( 3,02¢ $ 0.9C
loan ($3,360 par due (Base
3/2013) Rate + 3.00%/D
Senior secured revolving 8.19% 4/4/0¢ 1,60( 1,44C $ 0.9C
loan ($1,600 par due (Libor + 3.00%/Q
3/2013)
Senior secured revolving 8.13% 4/4/0¢ 1,44( 1,29¢ $ 0.9C

loan ($1,440 par due
3/2013)

(Libor + 3.00%/Q



GG Merger Sub Drug testing servict Senior secured loan 9.00% 12/14/0° 22,28t 23,33( $ 1.0C
I, Inc. ($23,330 par due 12/201  (Libor + 4.00%/S
MPBP Healthcare Junior secured loan 11.53% 1/31/07 20,00( 15,000 $ 0.7¢
Holdings, Inc., Coh equipment services ($20,000 par due 1/2014) (Libor + 6.25%/Q
Holdings, Inc. and
MPBP
Acquisition Co., Inc
Junior secured loan 11.53% 1/31/07 12,00( 9,00 $ 0.75(3)
($12,000 par due 1/201 (Libor + 6.25%/Q
Common stock (50,000 1/31/07 5,00( 2,50 $ 50.0((5)
shares’
MWD Acquisition  Dental services Junior secured loan ($5,0( 11.57% 5/3/07 5,00( 5,000 $ 1.0C
Sub, Inc. par due 5/2012 (Libor + 6.25%/Q
ONnCURE Medical Radiation oncology Senior subordinated note 11.00% Cash, 8/18/0¢ 26,05¢ 26,05¢ $ 1.00(4)
Corp. care provide ($26,055 par due 8/201 1.50% PIK
Common stock (857,143 8/18/0¢ 3,00( 3,000 $ 3.5((5)
shares’
Triad Laboratory Laboratory services Senior subordinated note 12.00% cash, 12/21/0¢ 15,09: 15,09 $ 1.0C(4)
Alliance, LLC ($15,091 par due 12/201 1.75% PIK
Senior secured loan ($6,8 8.08% 12/21/0¢ 6,86( 6,17¢ $ 0.9C
par due 12/2011 (Libor + 3.25%/Q
Senior secured loan ($2,9: 8.08% 12/21/0¢ 2,94( 2,64¢ $ 0.9((3)
par due 12/2011 (Libor + 3.25%/Q
313,62( 302,52 26.85%
Financial
Abingdon Investment compar Ordinary shares (948,500 12/15/0¢ 9,03t 7,748 $ 8.1%(5)
Investments Limites shares)
(6)(8)(9)
Firstlight Financial Investment compar Senior subordinated loan 10.00% PIK 12/31/0¢ 64,944 64,94: $ 1.0C(4)
Corporation(6)(9 ($64,927 par due 12/201
Common stock (10,000 12/31/0¢ 10,00( 7,50C $ 750.0((5)
shares’
Common stock (30,000 12/31/0¢ 30,00( 22,50 $ 750.0((5)
shares’
Ivy Hill Middle Investment compar Class B deferrable interes 11.00% 11/20/0° 40,00( 40,000 $ 1.0C
Market Credit Fund notes ($40,000 par due (Libor + 6.00%/Q
Ltd.(7)(8)(9) 11/2018)
Subordinated notes ($16,( 11/20/0° 16,00( 16,00( $ 1.0((5)
par due 11/201¢
Imperial Capital Investment bankingc Common units (7,710 unit: 5/10/07 14,997 14,997 $ 1,945.1(5)
Group, LLC(6)(9)  services
Common units (2,526 unit: 5/10/07 3 3$ 1.0¢(5)
Common units (315 unit¢ 5/10/07 — — % 1.0((5)
Partnership Capital Investment Limited partnership interes 6/16/0¢ 1,315 1,317 (5)
Growth Fund I, L.P  partnership (25% interest)
9)
186,29: 175,00¢ 15.52%
Business Services
Investor Group Financial services Senior secured loan ($1,0! 12.00% 6/22/0¢ 1,00( 1,00C $ 1.0((3)
Services, LLC(16 par due 6/2011
Limited liability company 6/22/0¢ — — $ —(5)
membership interest
(10.00% interest
Miller Heiman, Inc. Sales consulting Senior secured loan ($1,4: 8.31% 6/20/0¢ 1,42¢ 1,42¢ $ 1.0((3)
services par due 6/201C (Libor + 3.25%/Q
Senior secured loan ($3,9 8.58% 6/20/0¢ 3,977 3971 $ 1.0((3)
par due 6/2012 (Libor + 3.75%/Q
Pillar Holdings LLC Mortgage services Senior secured revolving 10.37% 11/20/07 50C 50C $ 1.0C
and PHL Holding loan ($500 par due 11/201 (Libor + 5.50%/M
Co.(6)
Senior secured loan 10.33% 11/20/0° 55,00( 55,000 $ 1.0C
($55,000 par due 11/201  (Libor + 5.50%/Q
Common stock (97 share 11/20/0° 4,00( 4,000 $ 41,420.7(5)
Primis Marketing Database marketin Senior subordinated note 11.00% Cash, 8/24/0¢ 10,22: 8,58t $ 0.84(2)(4)
Group, Inc. and services ($10,222 par due 2/2013) 2.50% PIK (14)

Primis
Holdings, LLC(6)



Preferred units (4,000 unit 8/24/0¢ 3,60( — $ —(5)
Common units (4,000,000 8/24/0¢ 40C — $ —(5)
units)

Prommis Bankruptcy and Senior subordinated note 11.50% Cash, 2/8/07 21,557 21557 $ 1.0C(4)

Solutions, LLC, E- foreclosure ($21,557 par due 2/2014) 2.00% PIK

Default processing service:

Services, LLC,

Statewide Tax and

Title

Services, LLC &

Statewide

Publishing

Services, LLC

(formerly known as

MR Processing

Holding Corp.)
Senior subordinated note 11.50% Cash, 2/8/07 29,52! 29,52 $ 1.00(2)(4)
($29,523 par due 2/201 2.00% PIK
Preferred stock (30,000 4/11/0¢ 3,00( 4500 $ 150.0((5)
shares’
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R2 Acquisition Corp. Marketing services Common stock (250,000 5/29/07 25C 25C $ 1.0¢(5)
shares’
Summit Business Business media Junior secured loan 11.85% 8/3/07% 10,00( 10,00 $ 1.00(3)
Media, LLC consulting service  ($10,000 par due 11/201  (Libor + 7.00%/M
VSS-Tranzact Management Common membership 10/26/0° 10,00( 10,00( (5)
Holdings, LLC(6) Consulting Service interest (8.51% interes
154,45 150,32: 13.3%%
Printing, Publishing and Media
Canon Print publications  Junior secured loan ($7,5: 11.60% 5/25/0¢ 7,52t 7,528 $ 1.0C
Communications LLt services par due 11/2011 (Libor + 6.75%/M
Junior secured loan ($4,2¢ 11.60% 5/25/0¢ 4,25( 425( $ 1.00(2)
par due 11/2011 (Libor + 6.75%/M
Junior secured loan 11.60% 5/25/0¢ 12,00( 12,00 $ 1.00(3)
($12,000 par due 11/201  (Libor + 6.75%/M
Courtside Acquisitioo Community Senior subordinated loan 15.00% PIK 6/29/07 32,28( 32,28( $ 1.0C(4)
Corp. newspaper publish: ($32,280 par due 6/201
Daily Candy, Inc.(6) Internet publication Senior secured loan ($497 9.72% 5/25/0¢ 572 497 $ 1.0C
provider par due 5/200¢ (Libor + 5.00%/S
Senior secured loan 9.72% 5/25/0¢ 13,39¢ 11,62¢ $ 1.0C(3)
($11,629 par due 5/200 (Libor + 5.00%/S
Senior secured loan ($6 p 9.72% 5/25/0¢ 5 4% 1.0C
due 5/2009 (Libor + 5.00%/S
Senior secured loan ($107 9.72% 5/25/0¢ 122 10€ $ 1.0((3)
par due 5/200¢ (Libor + 5.00%/S
Senior secured loan ($3 p 9.84% 5/25/0¢ 3 3% 1.0C
due 5/2009 (Libor + 5.00%/Q
Senior secured loan ($66 9.84% 5/25/0¢ 76 66 $ 1.0((3)
due 5/2009 (Libor + 5.00%/Q
Common stock (1,250,00(C 5/25/0¢ 2,37¢ 4,08t $ 3.27(5)
shares’
Warrants to purchase 5/25/0¢ 2,62t 451t $ 3.27(5)
1,381,578 share
LVCG Holdings LLC Commercial printer Membership interest 10/12/0° 6,60( 6,60C $ 100.0((5)
(@) (56.53% interest
National Print Printing Senior secured revolving 9.75% 3/2/0€ 834 834 $ 1.0C
Group, Inc. management loan ($835 par due 3/201Z (Base
services Rate + 2.50%/D
Senior secured revolving 8.75% 3/2/0¢ 1,37C 1,37C $ 1.0C
loan ($1,370 par due (Libor + 3.50%/M
3/2012)
Senior secured loan ($4,7 8.33% 3/2/0¢ 4,77¢F 4778 $ 1.0C(3)
par due 3/2012 (Libor + 3.50%/Q
Senior secured loan ($5,1 8.58% 3/2/0¢ 5,111 5111 $ 1.0((3)
par due 3/2012 (Libor + 3.50%/Q
Senior secured loan ($40¢ 12.09% 3/2/0€ 40€ 40€ $ 1.0C(3)
par due 8/2012 (Libor + 7.00%/B’
Senior secured loan ($35( 11.96% 3/2/0¢€ 35C 35C $ 1.0((3)
par due 8/2012 (Libor + 7.00%/Q
Preferred stock (9,344 3/2/0¢ 2,00( 2,000 $ 214.045)
shares’
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The Teaching Education Senior secured loan 10.50% 9/29/0¢ 28,00( 28,000 $ 1.0C
Company, LLC anc publications ($28,000 par due 9/2012)
The Teaching provider
Company
Holdings, Inc.(11
Preferred stock (29,969 9/29/0¢ 2,997 3,99¢ $ 133.34(5)
shares’
Common stock (15,393 9/29/0¢ & 4% 0.2%(5)
shares’
127,67 130,40¢ 11.5%
Education
ELC Acquisition Developer, Senior secured loan ($2,7! 9.18% 11/30/0¢ 2,707 2,707 $ 1.0C
Corporation manufacturer and  par due 11/2012) (Libor + 3.75%/Q
retailer of
educational produc
Senior secured loan ($35& 9.18% 11/30/0¢ 35E 35t $ 1.0C(3)
par due 11/2012 (Libor + 3.75%/Q
Junior secured loan ($8,3: 12.11% 11/30/0¢ 8,33: 8,33 $ 1.0((3)
par due 11/201: (Libor + 7.00%/Q
Equinox EIC Medical school Senior secured revolving 11.36% 4/3/07 3,00( 3,000 $ 1.0C

Partners, LLC and operator
MUA Management
Company, Ltd.(1)(7

loan ($3,000 par due
12/2012)

(Libor + 6.00%/Q



Senior secured revolving 12.75% 4/3/07 3,13¢ 3,13¢ $ 1.0C
loan ($3,139 par due (Base
12/2012) Rate + 5.00%/D
Senior secured revolving 12.75% 4/3/07 2,00( 2,000 $ 1.0C
loan ($2,000 par due (Base
12/2012) Rate + 5.00%/D
Senior secured revolving 11.24% 4/3/07 2,00( 2,00C $ 1.0C
loan ($2,000 par due (Libor + 6.00%/Q
12/2012)
Senior secured loan ($5,4 10.86% 4/3/07 5,47¢ 547t $ 1.0C
par due 12/2012 (Libor + 6.00%/Q
Senior secured loan 11.11% 9/21/07 14,11: 14,11 $ 1.0C
($14,113 par due 12/201  (Libor + 6.00%/Q
Senior secured loan ($7,4! 11.21% 4/3/07 7,45( 7,45( $ 1.0((3)
par due 12/201Z (Libor + 6.00%/Q
Common membership 9/21/0% 15,00( 15,00( (5)
interest (26.27% interes
Instituto de Banca Private school Senior secured revolving 8.10% 3/15/07 1,12¢ 1,128 $ 1.0C
Comercio, Inc.(8)  operator loan ($1,125 par due (Libor + 3.00%/M
3/2014)
Senior secured loan 9.96% 3/15/07 12,37¢ 12,37¢ $ 1.0C
($12,378 par due 3/201 (Libor + 5.00%/Q
Senior secured loan 9.96% 3/15/07 11,94( 11,94( $ 1.0((3)
($11,940 par due 3/201 (Libor + 5.00%/Q
Lakeland Private school Senior secured note 11.50% 12/13/0¢ 18,00( 18,00 $ 1.0C
Finance, LLC operator ($18,000 par due 12/201
Senior secured note 11.50% 12/13/0¢ 15,00( 15,000 $ 1.00(2)
($15,000 par due 12/201
122,01« 122,01 10.82%
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Retail
Apogee Retail, LLC For-profit thrift Senior secured loan ($9,3 10.39% 3/27/0% 9,37 9,37¢ $ 1.0C
retailer par due 3/2012 (Libor + 5.25%/S;
Senior secured loan 10.39% 3/27/07 19,85( 19,85( $ 1.0C(2)
($19,850 par due 3/201 (Libor + 5.25%/S;
Senior secured loan 10.39% 3/27/07 11,91( 11,91( $ 1.00(3)
($11,910 par due 3/201 (Libor + 5.25%/S;
Savers, Inc. and S/ For-profit thrift Senior subordinated note 10.00% cash, 8/8/0€ 28,28: 28,28: $ 1.00(2)(4)
Acquisition retailer ($28,281 par due 8/2014) 2.00% PIK
Corporation
Common stock (1,170,182 8/8/0¢ 4,50( 4500 $ 3.85(5)
shares’
Things Personalized gifts ~ Senior secured loan ($4,6 9.95% 9/28/0¢ 4,632 4,632 $ 1.0(3)
Remembered, Inc. retailer par due 9/2012) (Libor + 4.75%/M)
and TRM Holdings
Corporation
Senior secured loan ($12( 11.00% 9/28/0¢ 12C 12C $ 1.0((3)
par due 9/2012) (Base
Rate + 3.75%/D
Senior secured loan 11.20% 9/28/0¢ 14,00( 14,000 $ 1.0C(2)
($14,000 par due 9/201 (Libor + 6.00%/M)
Senior secured loan 11.20% 9/28/0¢ 14,00( 14,000 $ 1.0C
($14,000 par due 9/201 (Libor + 6.00%/M)
Senior secured loan ($7,2 11.20% 9/28/0¢ 7,20(C 7,200 $ 1.0C(3)
par due 9/2012 (Libor + 6.00%/M)
Preferred stock (80 share 9/28/0¢ 1,80( 1,80C $ 22,500.0(5)
Common stock (800 share 9/28/0¢ 20C 20C $ 250.0((5)
115,86° 115,86° 10.28%
Beverage, Food and Tobacco
3091779 Nova Baked goods Junior secured loan 11.50% 11/2/07 14,85( 14,02 $ 1.0C(12)
Scotia Inc.(12) manufacturer (Cdn$14,000 par due
11/2012)
Warrants to purchase 57,% — — $ —(5)
shares
Apple & Eve, LLC  Juice manufacturer Senior secured revolving 10.93% 10/5/07 1,84¢ 1,84¢ $ 1.0C
and US Juice loan ($1,846 par due (Libor + 6.00%/M)
Partners, LLC(6 10/2013)
Senior secured revolving 10.93% 10/5/01 1,00( 1,00C $ 1.0C
loan ($1,000 par due (Libor + 6.00%/M)
10/2013)
Senior secured loan 10.93% 10/5/07 33,91¢ 33,91t $ 1.0C
($33,915 par due 10/201  (Libor + 6.00%/M)
Senior secured loan 10.93% 10/5/07 11,97( 11,97C $ 1.0C(3)
($11,970 par due 10/201  (Libor + 6.00%/M)
Senior units (50,000 unit 10/5/0% 5,00( 5,00C $ 100.0((5)
Best Brands Baked goods Junior secured loan 17.23% 12/14/0¢ 27,11 27,11 $ 1.02(2)



Corporation manufacture ($27,115 par due 6/201  (Libor + 12.00%/Q
Junior secured loan 17.23% 12/14/0¢ 12,16¢ 12,16¢ $ 1.02(3)
($12,168 par due 6/201  (Libor + 12.00%/Q
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Charter Baking Baked goods Preferred stock (6,258 9/1/0€ 2,50( 2,50C $ 399.445)
Company, Inc manufacture shares’
110,36! 109,53¢ 9.72%
Services—Other
American Plumbing, heating  Junior secured loan 10.00% Cash, 4/17/07 20,10: 20,10: $ 1.00(4)
Residential and air-conditionin¢ ($20,101 par due 4/2015) 2.00% PIK
Services, LLC services
Diversified Collections service: Senior secured loan ($874 10.60% 2/2/0t 76¢ 761 $ 0.87
Collection par due 8/2011) (Libor + 5.75%/M
Services, Inc
Senior secured loan ($4,8' 10.60% 2/2/0% 4,897 4,26 $ 0.817(3)
par due 8/2011 (Libor + 5.75%/M
Senior secured loan ($1,7: 13.35% 2/2/0% 1,742 1,35¢ $ 0.7¢(2)
par due 2/2011 (Libor + 8.50%/M
Senior secured loan ($6,7! 13.35% 2/2/0% 6,75¢ 5271 $ 0.7¢(3)
par due 8/2011 (Libor + 8.50%/M
Preferred stock (14,927 5/18/0¢ 16¢ — $ —(5)
shares’
Common stock (114,004 2/2/0% 29t — $ —(5)
shares’
GCA Services Custodial services Senior secured loan 12.00% 12/15/0¢ 30,00( 30,00 $ 1.00(2)
Group, Inc. ($30,000 par due 12/201
Senior secured loan 12.00% 12/15/0¢ 12,00( 12,000 $ 1.0((3)
($12,000 par due 12/201
Growing Photography Senior secured revolving 8.02% 3/16/07 50C 48C $ 0.9¢
Family, Inc. and services loan ($500 par due 8/2011 (Libor + 3.00%/Q
GFH Holdings, LLC
Senior secured revolving 8.26% 3/16/0% 762 73z $ 0.9¢
loan ($763 par due 8/201 (Libor + 3.00%/Q
Senior secured loan ($367 8.56% 3/16/07 367 352 $ 0.9¢
par due 8/2011 (Libor + 3.50%/Q
Senior secured loan ($9,6: 8.56% 3/16/0% 9,64¢ 9,26( $ 0.9€(3)
par due 8/2011 (Libor + 3.50%/Q
Senior secured loan ($71 | 8.47% 3/16/07 71 68 $ 0.9¢
due 8/2011 (Libor + 3.50%/Q
Senior secured loan ($1,8! 8.47% 3/16/07 1,85¢ 1,78C $ 0.9€(3)
par due 8/2011 (Libor + 3.50%/Q
Senior secured loan ($3,5 10.97% 3/16/0% 3,57¢ 3,147 $ 0.8¢
par due 8/2011 (Libor + 6.00%/Q
Senior secured loan ($52 | 10.97% 3/16/07 52 46 $ 0.8¢
due 8/2011 (Libor + 6.00%/Q
Common stock 3/16/07 872 9Pq % 0.1€(5)
(552,430 share:
NPA Powersport vehicle Junior secured loan 12.50% 8/23/0¢ 12,00( 12,00 $ 1.0C(3)
Acquisition, LLC auction operator ($12,000 par due 2/2013) (Base
Rate + 5.25%/D
Common units (1,709 unit: 8/23/0¢ 1,00( 1,50C $ 877.7(5)
107,43. 103,20° 9.1%
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Consumer Products—Non-Durable
Badanco Luggage Senior secured revolving 10.50% 1/24/07 2,15( 2,15 $ 1.0C
Enterprises, Inc. manufacturer loan ($2,150 par due (Base
1/2012) Rate + 3.25%/D
Senior secured loan ($31: 10.50% 1/24/07 312 312 $ 1.0((3)
par due 1/2012) (Base
Rate + 3.25%/D
Senior secured loan ($5,9: 9.37% 1/24/07 5,937 5937 $ 1.0((3)
par due 1/2012 (Libor + 4.50%/M
Senior secured loan ($4,3 9.39% 1/24/07 4,37¢ 437t $ 1.0((3)
par due 1/2012 (Libor + 4.50%/B’
Innovative Consumer products Senior Secured Loan 11.13% 10/12/0¢ 12,83¢ 12,83¢ $ 1.0C
Brands, LLC and personal care  ($12,838 par due 9/2011)
manufacture
Senior Secured Loan 11.13% 10/12/0¢ 11,88( 11,88( $ 1.0((3)
($11,880 par due 9/201
Making Memories  Scrapbooking Senior secured loan ($7,1. 9.75% 5/5/0& 7,12¢ 7,128 $ 1.0((3)
Wholesale, Inc.(6) branded products  par due 3/2011) (Base
manufacture Rate + 2.50%/D
Senior subordinated loan 12.00% cash, 5/5/0& 10,46t 6,80z $ 0.65(2)(4)
($10,465 par due 5/201 4.00% PIK (14)
Preferred stock (3,759 5/5/0& 3,75¢ — $ —(5)

shares’



Shoes for Safety footwear ani Senior secured revolving 9.25% 6/16/0¢ 2,332 2,33: $ 1.0C
Crews, LLC slip-related mats  loan ($2,333 par due (Base
7/2010) Rate + 2.00%/D
Senior secured loan ($971 7.72% 10/8/0¢ 971 971 $ 1.0((3)
par due 7/201C (Libor + 3.00%/S
Senior secured loan ($75 | 9.25% 10/8/04 75 75 $ 1.0((3)
due 7/2010) (Base
Rate + 2.00%/D
The Thymes, LLC Cosmetic products Preferred stock 8.00% PIK 6/21/07 7,18¢ 7,18¢ $ 1,000.0i(4)
()] manufacture (7,188 shares
Common stock 6/21/07 — — $ —(5)
(6,850 shares
Wear Me Clothing Senior subordinated notes 12.60% cash, 4/2/07 22,55¢ 22,55¢ $ 1.00(2)(4)
Apparel, LLC(6) manufacture ($22,500 par due 4/201 1.00% PIK
Common stock 4/2/07 10,00( 2,00C $ 200.0((5)
(10,000 shares
101,96¢ 86,54¢ 7.6%
Environmental Services
AWTP, LLC Water treatment Junior secured loan ($1,6( 13.43% 12/23/0¢ 1,612 1,612 $ 1.0C
services par due 12/2012 (Libor + 8.50%/Q
Junior secured loan 13.43% 12/23/0¢ 12,06: 12,06: $ 1.0((3)
($12,061par due 12/201  (Libor + 8.50%/Q
Mactec, Inc. Engineering and Common stock (16 shares 11/3/0¢ — — $ 20.7¢5)
environmental
services
Common stock 11/3/0¢ — 11€ $ 20.7¢(5)
(5,556 shares
F-25
Sigma Internationa Water treatment Junior secured loan ($1,8: 12.37% 10/11/0° 1,83¢ 1,83: $ 1.0C
Group, Inc. parts manufacture  par due 10/13 (Libor + 7.50%/Q
Junior secured loan ($4,0( 12.37% 10/11/0° 4,00( 4,000 $ 1.0((3)
par due 10/13 (Libor + 7.50%/Q
Junior secured loan ($2,7¢ 12.73% 11/1/07 2,75(C 2,75C $ 1.0C
par due 10/13 (Libor + 7.50/M)
Junior secured loan ($6,0( 12.73% 11/1/07 6,00( 6,000 $ 1.0((3)
par due 10/13 (Libor + 7.50/M)
Junior secured loan ($917 12.29% 11/6/0% 917 917 $ 1.0C
par due 10/13 (Libor + 7.50%/S
Junior secured loan ($2,0( 12.29% 11/6/07 2,00(C 2,000 $ 1.0((3)
par due 10/13 (Libor + 7.50%/S
Waste Pro USA, In. Waste managemer Senior subordinated loan 11.50% 11/9/0¢ 25,00( 25,000 $ 1.00(2)
services ($25,000 par due 11/201
Preferred stock (15,000 10.00% PIK 11/9/0¢ 15,00( 15,00C $ 1,000.0(4)
shares’
Warrants to purchase 11/9/0¢ — 4,000 $ 4.55(5)
(882,671 share:
Wastequip, Inc.(6) Waste managemer Senior subordinated loan 12.00% 2/5/07 12,73: 10,21 $ 0.81
equipment ($12,602 par due 2/2015)
manufacture
Common stock 2/2/07 1,38¢ 694 $ 50.0((5)
(13,889 shares
85,29¢ 86,19: 7.65%
Manufacturing
Arrow Group Residential and Senior secured loan ($5,6 10.20% 3/28/0¢ 5,64¢ 5,61¢ $ 1.0((3)
Industries, Inc. outdoor shed par due 4/2010) (Libor + 5.00%/Q
manufacture
Emerald Polymers and Senior secured loan 9.00% 5/16/0¢ 10,16« 10,16 $ 1.0((3)
Performance performance ($10,164 par due 5/2011) (Base
Materials, LLC materials Rate + 1.75%/D’
manufacture
Senior secured loan ($1,5: 10.75% 5/16/0¢ 1,52 1,52 $ 1.0((3)
par due 5/2011) (Base
Rate + 3.50%/D
Senior secured loan ($4,4 13.00% 5/16/0¢ 4,42; 442: $ 1.0C
par due 5/2011
Qualitor, Inc. Automotive Senior secured loan ($1,7 9.08% 12/29/0: 1,77¢ 1,77 $ 1.0((3)
aftermarket par due 12/2011) (Libor + 4.25%/Q
components suppli
Junior secured loan ($5,0( 12.08% 12/29/0¢ 5,00( 5,000 $ 1.0((3)
par due 6/2012 (Libor + 7.25%/Q
Reflexite Developer and Common Stock (1,821,86( 3/28/0¢ 27,43¢ 54,66¢ $ 30.03(5)
Corporation(7) manufacturer of shares)
high-visibility

reflective product:



Saw Mill PCG Precision Common units (1,000 unit: 2/2/07 1,00 40C $ 400.0((5)
Partners LLC components
manufacture
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Universal Trailer Livestock and Common stock 10/8/0¢ 6,42¢ 48t $ 9.6<(5)
Corporation(6) specialty trailer (50,000 shares)
manufacture
Warrants to purchase 22,2 10/8/0¢ 1,50¢ 21t $ 9.6¢(5)
shares
64,89¢ 84,26¢ 7.4%
Restaurants
ADF Capital, Inc. & Restaurant owner Senior secured revolving 8.88% 11/27/0¢ 2,00( 2,00C $ 1.0C
ADF Restaurant and operator loan ($2,000 par due (Libor + 3.50%/Q
Group, LLC 11/2013)
Senior secured revolving 9.75% 11/27/0¢ 2,231 2231 $ 1.0C
loan ($2,237 par due (Base
11/2013) Rate + 2.50%/D
Senior secured loan 13.88% 11/27/0¢ 19,60¢ 19,60¢ $ 1.0C
($19,606 par due 11/201  (Libor + 8.50%/Q
Senior secured loan ($99(C 13.88% 11/27/0¢ 99C 99C $ 1.00(2)
par due 11/2012 (Libor + 8.50%/Q
Senior secured loan 13.88% 11/27/0¢ 14,05« 14,05¢ $ 1.0((3)
($14,054 par due 11/201  (Libor + 8.50%/Q
Promissory note ($10,713 10.00% PIK 6/1/0¢€ 10,71¢ 10,72t $ 1.0((4)
par due 11/201¢€
Warrants to purchase (.61 6/1/0€ — — $ —(5)
shares’
Encanto Restaurant owner  Junior secured loan 7.50% Cash, 8/16/0¢ 24,35: 2435. $ 1.00(4)
Restaurants, Inc.(¢ and operato ($24,352 par due 8/201 3.50% PIK
Junior secured loan ($1,0: 7.50% Cash, 8/16/0¢ 1,01¢ 1,01t $ 1.0((3)(4)
par due 8/2013 3.50% PIK
74,96 74,97¢ 6.66%
Containers—Packaging
Captive Plastics container  Junior secured loan ($3,5( 12.34% 12/19/0¢ 3,50( 3,50C $ 1.0C
Plastics, Inc manufacture par due 2/2012 (Libor + 7.25%/Q
Junior secured loan 12.34% 12/19/0¢ 12,00( 12,00 $ 1.0((3)
($12,000 par due 2/201 (Libor + 7.25%/Q
Industrial Containel Industrial container Senior secured revolving 10.25% 6/21/0¢ 1,85¢ 1,85¢ $ 1.0C
Services, LLC(6)  manufacturer, loan ($1,859 par due (Base
reconditioner and  9/2011) Rate + 3.00%/D,
servicer
Senior secured revolving 8.93% 6/21/0¢ 4,13( 4,13C $ 1.0C
loan ($4,130 par due (Libor + 4.00%/M
9/2011)
Senior secured loan ($5,8! 8.93% 9/30/0¢ 5,897 5897 $ 1.0C
par due 9/2011 (Libor + 4.00%/M
Senior secured loan ($99C 8.93% 6/21/0¢ 99C 99C $ 1.0((2)
par due 9/2011 (Libor + 4.00%/M
Senior secured loan 8.93% 6/21/0¢ 15,16: 15,16 $ 1.0((3)
($15,161 par due 9/201 (Libor + 4.00%/M
Common stock (1,800,00C 9/29/0¢t 1,80( 5,00C $ 2.7¢(5)
shares’
45,33; 48,531 4.31%
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Aerospace & Defenst¢
AP Global Safety and security Senior secured loan 9.73% 11/8/07 19,607 20,00 $ 1.0C
Holdings, Inc. equipment ($20,000 par due 10/2013 (Libor + 4.50%/M
manufacture
ILC Industries, Inc. Industrial products Junior secured loan 11.50% 6/27/0¢ 12,00( 12,000 $ 1.0((3)
provider ($12,000 par due 8/201
Thermal Thermal Senior secured loan ($2,7' 10.50% 3/28/0¢ 2,797 2,752 $ 0.9¢(3)
Solutions LLC and management and  par due 3/2012) (Base
TSI Group, Inc. electronics Rate + 3.25%/D,
packaging
manufacture
Senior secured loan ($1,1 10.00% 3/28/0¢ 1,182 1,162 $ 0.9¢(3)
par due 3/2011) (Base
Rate + 2.75%/D
Senior subordinated notes 11.50% cash, 3/28/0¢ 2,06¢ 2,017 $ 0.9¢(4)
($2,049 par due 9/201 2.75% PIK
Senior subordinated notes 11.50% cash, 3/28/0¢ 3,231 3,18t $ 0.9¢(2)(4)
($3,235 par due 9/201 2.75% PIK
Senior subordinated notes 11.50% cash, 3/21/0¢ 2,61: 2517 $ 0.9€(2)(4)
($2,613 par due 3/201 2.50% PIK
Preferred stock (71,552 3/28/0¢ 71€ 69: $ 9.65(5)
shares’
Common stock (1,460,24€ 3/28/0¢ 15 14 $ 0.01(5)
shares’
44,23t 44,34 3.9%%




Computers and Electronics

RedPrairie Software Junior secured loan ($6,5( 11.39% 7/13/0¢ 6,50( 6,50C $ 1.0C
Corporation manufacture par due 1/2013 (Libor + 6.50%/Q
Junior secured loan 11.39% 7/13/0¢ 12,00( 12,00 $ 1.0((3)
($12,000 par due 1/201 (Libor + 6.50%/Q
X-rite, Incorporated Artwork software Junior secured loan ($4,8( 12.38% 716/0¢€ 4,80( 4,80C $ 1.0C
manufacture par due 7/2013 (Libor + 7.50%/Q
Junior secured loan 12.38% 7/6/0€ 12,00( 12,000 $ 1.0((3)
($12,000 par due 7/201 (Libor + 7.50%/Q
35,30( 35,30( 3.1%%
Health Clubs
Athletic Club Premier health cluk Senior secured loan 9.63% 10/11/0° 29,42« 29,42 $ 1.0C
Holdings, Inc.(13]  operator ($29,424 par due 10/201  (Libor + 4.50%/Q
Senior secured loan ($4,4: 9.63% 10/11/0° 4,48¢ 4,48¢ $ 1.0((3)
par due 10/201: (Libor + 4.50%/Q
Senior secured loan ($50 | 9.47% 10/11/0° 5@ 50 $ 1.0C
due 10/2013 (Libor + 4.50%/Q
Senior secured loan ($8 pi 9.47% 10/11/0° 8 8 $ 1.0((3)
due 10/2013 (Libor + 4.50%/Q
Senior secured loan ($26 | 10.75% 10/11/0° 26 26 $ 1.0C
due 10/2013 (Libor + 3.50%/Q
Senior secured loan ($4 pi 10.75% 10/11/0° 4 4% 1.0((3)
due 10/2013 (Libor + 3.50%/Q
34,00( 34,00( 3.02%
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Grocery

Planet Organic Healt Organic grocery Senior secured loan ($7,0 10.45% 7/3/07% 7,00C 7,00C $ 1.0C
Corp.(8) store operata par due 7/2014 (Libor + 5.50%/Q
Senior secured loan 10.45% 7/3/07% 10,50( 10,50 $ 1.0C(3)
($10,500 par due 7/201 (Libor + 5.50%/Q
Senior subordinated loan 11.00% Cash, 713107 9,332 9,332 $ 1.00(4)
($9,332 par due 7/201 2.00% PIK
26,83: 26,83: 2.3&%
Cargo Transport
The Kenan Advantac Fuel transportation Senior subordinated notes 9.50% cash, 12/15/0¢ 9,52¢ 9,52 $ 1.0C(2)(4)
Group, Inc. provider ($9,524 par due 12/201 3.50% PIK
Senior secured loan ($2,4 7.58% 12/15/0¢ 2,45( 2,208 $ 0.9((3)
par due 12/2011 (Libor + 2.75%/Q
Preferred stock 12/15/0¢ 1,09¢ 1,29 $ 117.745)
(10,984 shares
Common stock 12/15/0¢ 31 36 $ 1.1¢(5)
(30,575 shares
13,10¢ 13,05¢ 1.16%
Consumer Products—Durable
Direct Buy Membership-basec Senior secured loan ($2,5 9.74% 12/14/0° 2,40( 2,400 $ 0.9¢
Holdings, Inc. and buying club par due 11/2012) (Libor + 4.50%/M
Direct Buy franchisor and
Investors LP(6) operator from the
manufacture
Partnership interests 11/30/0° 10,00( 10,00C $ 100.0((5)
(19.31% interest
12,40( 12,40( 1.1(%
Housing—Building Materials
HB&G Building Synthetic and wooc Senior subordinated loan 13.00% cash, 10/8/0« 8,82¢ 8,83¢ $ 1.00(2)(4)
Products product ($8,838 par due 3/2011) 3.00% PIK
manufacture
Common stock 10/8/0¢ 752 377 $ 137.245)
(2,743 shares
Warrants to purchase 4,4¢ 10/8/0¢ 652 32€ $ 73.045)
shares
10,23. 9,542 0.85%
Telecommunications
American Broadbanc Broadband Senior subordinated loan 8.00% cash, 11/7/0% 9,327 9,327 $ 1.00(4)
Communications, LLt communication ($9,327 par due 11/2014) 8.00% PIK
and American services
Broadband Holding
Company
Warrants to purchase 170 11/7/07 — — $ —(5)
shares
9,327 9,321 0.82%
Total 1,795,62 $ 1,774,20:
1) Other than our investments in Equinox EIC Partner€;, vy Hill Middle Market Credit Fund, Ltd., LVG Holdings LLC, Reflexite Corporation and The ThynkeLC, we do not

"Control" any of our portfolio companies, as defiria the Investment Company Act. In general, uriderinvestment Company Act, we would "Control" atfmio company if we
owned more than 25% of its outstanding voting séesrand/or had the power to exercise control dlrermanagement or policies of such portfolio comyp@ll of our portfolio
company investments are subject to legal restriatio sales which as of December 31, 2007 repretd5@2% of the Company's net assets.

) Pledged as collateral for the CP Funding Facilitgt anless otherwise noted, all other investmempbadged as collateral for the Revolving Creditilfg (see Note 8 to the
consolidated financial statements).

3) Pledged as collateral for the ARCC CLO and unlgssravise noted, all other investments are pledgecb#ateral for the Revolving Credit Facility (Sdete 8 to the consolidated

financial statements).
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©)
®)
(6)

@)

®)

©)

(10)

(1)

(12)
(13)

14

Has a payme-in-kind interest feature (see Note 2 to the consddidifinancial statements
Non-income producing at December 31, 2007.
As defined in the Investment Company Act, we aréAdfiliate” of this portfolio company because wan 5% or more of the portfolio company's outstagdioting securities.
Transactions during the period for the year endedelnber 31, 2007 in which the issuer was an Afiil{@ut not a portfolio company that we "Contraf'g as follows:
Capital
structuring
Redemptions Interest Dividend Net Net
Sales service Other realized unrealized
Company Purchase: (cost) (cost) income fees income income gains/losse gains/losse
Abingdon Investments Limite $ — 3 —$ —$ — 3 — $ 12228 — % — $ (1,289
Apple & Eve, LLC and US Juice Partners, L $ 7484¢ $ 115 $21,00C $ 1,64¢ $ 1,35 $ — $ 13 3 — —
CT Technologies Intermediate Holdings, Inc. andT&Ehnologies
Holdings, LLC $ 135,93( $ — $72,50C $ 3571 $ 2,59¢ $ — $ 14¢ 3 — & =
Daily Candy, Inc $ — 3 2,56¢ $10,00C 3,06¢ $ — $ —$ — 3 — $ 2,65¢
Direct Buy Holdings, Inc. and Direct Buy Investam® $ 12400 $ —$% — 3% 12 3 — $ —$ — 3 — & =
Firstlight Financial Corporatio $ 40,000 $ —$ — $494 % 38 $ — $ 75C $ — $ (10,000
Imperial Capital Group, LL( $ 15,000 $ —$ — — $ 30C $ 201 $ — $ — & =
Industrial Container Services, LL $ 9665 $ 9,47¢ $16,00C $ 3,171 $ — % — $ 154 $ — % 3,20(
Investor Group Services, LL $ 40C $ 1400 — $ 301 $ — $ — $ 38 $ — % —
Pillar Holdings LLC and PHL Holding Ct $ 59,50( $ —$ — $ 678 $ 1,05¢ $ — $ 15 $ — $ —
Primis Marketing Group, Inc. and Primis Holdings.@ $ — $ —$% — % 861 $ — $ — 8 — 8 — $ (5,630
Making Memories Wholesale, In $ — $ 632 $ — $1,99¢ $ — % — $ — 3 — $  (4,98)
Universal Trailer Corporatio $ — $ —$% —3$ — 3 =d — 8 — 8 — $ (7,230
VS&-Tranzact Holdings, LLC $ 10,000 $ —$ —3$ — 3 —$ —$ — 3 — $ —
Wastequip, Inc $ 13,88¢ $ 27,000 $ — $1,11¢ $ =nd —$ — 8 — $ (3219
Wear Me Apparel, LLC $ 32500 $ —$ — $2321 % 32t $ 63 $§ 28 $ — $ (8,000

As defined in the Investment Company Act, we aréAdfiliate” of this portfolio company because wap 5% or more of the portfolio company's outstagdioting securities or
we have the power to exercise control over the ig@ment or policies of such portfolio company (imithg through a management agreement). In addiisnlefined in the
Investment Company Act, we "Control" this portfoiompany because we own more than 25% of the fiorfompany's outstanding voting securities or \@eenthe power to
exercise control over the management or policiesioh portfolio company (including through a mamaget agreement). Transactions during the periothfoyear ended
December 31, 2007 in which the issuer was bothféitia#e and a portfolio company that we Controéas follows:
Redemptions Sales Interest Capital structuring Dividend Other Net realized Net unrealized
Company Purchase! (cost) (cost) income service fees income income gains/losses gains/losses
Equinox EIC Partners, LLt  $ 94,23¢ $ 32,27( $ 22,500 $ 3,79¢ % 2,73¢  $ — $ 19 3 348t $ —
Ivy Hill Middle Market
Credit Fund, Ltd $ 56,000 $ — $ — 3 501 $ —  $ — 3 45 $ —  $ —
LVCG Holdings, LLC $ 6,600 $ — $ — $ — 3 —  $ — 3 =8 — & =
Reflexite Corporatiol $ 1,75 $ 10,68: $ — $ 45  $ — % 121 $ — % 32C $ 27,23
The Thymes, LLC $ 6,92t $ — $ 7t $ 33¢ $ 168 $ — 3 —  $ — % —

Non-U.S. company or principal place of businessidetthe U.S. and as a result is not a qualifysspaunder Section 55(a) of the Investment CompanyUnder the Investment
Company Act, we may not acquire any non-qualify@isget unless, at the time such acquisition is nadgifying assets represent at least 70% of dat &ssets.

Non-registered investment company.

A majority of the variable rate loans to our polifacompanies bear interest at a rate that mayeberehined by reference to either Libor or an aliggrBase Rate (commonly based
on the Federal Funds Rate or the Prime Rate)edidhrower's option, which reset semi-annually ¢@garterly (Q), bimonthly (B) monthly (M) or daily (D). For each suldan, we
have provided the current interest rate in effe@ecember 31, 2007.

In addition to the interest earned based on thedsiaterest rate of this security, we are entitececeive an additional interest amount of 2.509423.3 million aggregate
principal amount of the portfolio company's seri@m debt previously syndicated by us.

Principal amount denominated in Canadian dollassit&en translated into U.S. dollars (see Note 2).

In addition to the interest earned based on thtedsiaterest rate of this security, we are entiteteceive an additional interest amount of 2.509625.0 million aggregate
principal amount of the portfolio company's sert@&am debt previously syndicated by us.

Loan was on non-accrual status as of December(®r,.2

See accompanying notes to consolidated finanasstents.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

(dollar amounts in thousands, except per share data

Balance at December 31, 2C

Issuance of common stock from add-on offerings @fetffering and underwriting
costs)

Shares issued in connection with dividend reinvesitplan

Net increase in stockholders' equity resulting frgperations

Dividend declared ($1.64 per sha

Tax reclassification of stockholders' equity in @ctance with generally accepted
accounting principle

Balance at December 31, 2C

Issuance of common stock from add-on offerings @fetffering and underwriting
costs)

Shares issued in connection with dividend reinvesitplan

Net increase in stockholders' equity resulting frgperations

Dividend declared ($1.66 per sha

Tax reclassification of stockholders' equity in@ctance with generally accepted
accounting principle

Balance at December 31, 2C

Issuance of common stock from transferable rigffexiog (net of offering and
dealer manager cost

Shares issued in connection with dividend reinvesitplan

Net decrease in stockholders' equity resulting fograrations

Dividend declared ($1.68 per sha

Tax reclassification of stockholders' equity in @ctance with generally accepted
accounting principle

Balance at December 31, 2C

Net
Accumulated Accumulated  Unrealized

K Undistributed Net Realized (Depreciation) Total

__Common Stock _ c4pital in Net Gain on Sale Stockholders
Excess of Investment of Appreciation

Shares Amount Par Value Income Investments of Investments Equity
37,90948 $ 38 $ 559,19 $ =9 5,765 $ 4,617 $ 569,61:
13,511,25 14 211,73¢ — — — 211,75:
615,79: — 10,70: — — — 10,70:
— — — 56,63: 27,61¢ (14,559 69,69*
— — — (56,637) (15,697 — (72,329
— — 3,55¢ 7,03¢ (10,597 — —
52,036,52 $ 52 $ 785,19 $ 7,03¢ $ 7,081 $ (9,936 $ 789,43:
19,961,57 2C 344,14¢ — — — 344,16t
685,98! 1 11,61¢ — — — 11,61«
— — — 94,94¢ 6,54¢ (10,667 90,83:
— — — (97,864 (13,63)) — (111,49Y)
— — (4,35 2,882 1,471 — —
72,684,009 $ 73 $1,136,59' $ 7,008 $ 1,471 $ (20,59 $ 1,124,55
24,228,03 24 259,77 — — — 259,80:
240,70( — 2,92; — — — 2,92;
— — — 126,99: 6,371 (272,81%) (139,45
— — — (145,099 (7,847) — (152,94()
— — (3,340) 3,46¢ (124 — _
97,152,82 $ 97 $1,395,95 $ (7,637) 129 $ (293,41) $ 1,094,87

See accompanying notes to consolidated finanassients.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

(dollar amounts in thousands)

OPERATING ACTIVITIES:
Net (decrease) increase in stockholders' equityitreg from operation:
Adjustments to reconcile net (decrease) increaseitkholders' equity resulting fro
operations to net cash used by operating activ
Net realized gains from investment and foreign euicy transaction
Net unrealized (losses) from investment and foreigmency transactior
Net accretion of discount on securit
Increase in accrued paym-in-kind dividends and intere
Amortization of debt issuance co
Depreciatior
Proceeds from sale and redemption of investrr
Purchases of investmer
Changes in operating assets and liabilit
Interest receivabl
Other asset
Management and incentive fees pay:
Accounts payable and accrued expet
Interest and facility fees payat
Interest payable to the Investment Advi

Net cash used by operating activit

FINANCING ACTIVITIES:
Net proceeds from issuance of common si
Borrowings on dek
Repayments on credit facility payal
Credit facility financing cost
Underwriting costs payable to the Investment Adv
Dividends paid in cas

Net cash provided by financing activiti
CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI
CASH AND CASH EQUIVALENTS, END OF PERIQI
Supplemental Informatiot
Interest paid during the peri

Taxes paid during the peri
Dividends declared during the peri

For the

For the

For the

Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2008 2007 2006
$ (139,45Y) $ 90,83: $ 69,69t

(6,557 (6,549 (27,616
272,81¢ 10,66 14,55:
(1,307 (1,266) (679
(32,816 (16,237 (6,289
2,21( 1,85¢ 1,82z

503 41C 25¢
497,28! 725,18 458,24
(925,949  (1,311,30)  (1,033,01)
6,18: (13,609 (4,299
(2,009 (917) (2,336
19,94¢ 55€ 9,007
1,03t 3,48¢ 80t
(900) 2,72t 1,731

— — (154)
(309,00) (514,15) (518,267
259,80: 344,16¢ 211,75¢
951,00( 713,35( 977,00(
(721,20() (513,00() (513,000
(3,139) (875) (5,572

— — (2,475
(109,219 (99,88 (74,516
377,24t 443,75 593,18t
68,24 (70,399 74,927
21,14 91,54( 16,61:

$ 89,38: $ 21,14: % 91,54(
$ 34,42: $ 31,75 $ 14,35¢
$ 1,601 $ 1,27 % 4,51¢
$ 152,94 $ 111,49 $ 72,32¢

See accompanying notes to consolidated finanassients.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of December 31, 2008

(dollar amounts in thousands, except per share datand as otherwise indicated)
1. ORGANIZATION

Ares Capital Corporation (the "Company™ARCC" or "we") is a specialty finance company tieé closed-end, non-diversified
management investment company incorporated in MadylWe have elected to be regulated as a busiegstopment company under the
Investment Company Act of 1940 (the "Investment @any Act"). We were incorporated on April 16, 200 were initially funded on
June 23, 2004. On October 8, 2004, we completedhdial public offering (the "IPO"). On the samatd, we commenced substantial
investment operations.

The Company has elected to be treatedegudated investment company, or a "RIC", undeckapter M of the Internal Revenue Code
of 1986, as amended (the "Code") and operatesnarmer so as to qualify for the tax treatment applie to RICs. Our investment objective is
to generate both current income and capital apgtieni through debt and equity investments. We ingamarily in first and second lien senior
loans and mezzanine debt, which in some casedlieslan equity component like warrants, and, t@seleextent, in equity investments in
private middle market companies.

We are externally managed by Ares Capitahbdyement LLC (the "investment adviser"), an afiof Ares Management LLC ("Ares
Management”), an independent international investmenagement firm. Ares Operations LLC ("Ares Adistiration” or the "administrator’
an affiliate of Ares Management, provides the adstriative services necessary for us to operate"&deninistration Agreement").

2.  SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying consolidated financigiestents have been prepared on the accrual baatxofinting in conformity with accounting
principles generally accepted in the United Staded,include the accounts of the Company and itdlwbwned subsidiaries. The consolida
financial statements reflect all adjustments amthssifications which, in the opinion of managemené necessary for the fair presentation of
the results of the operations and financial coaditis of and for the periods presented. All sigaiit intercompany balances and transactions
have been eliminated.

Cash and Cash Equivalents

Cash and cash equivalents include sham;téquid investments in a money market fund. Caisti cash equivalents are carried at cost
which approximates fair value.

Concentration of Credit Risk

The Company places its cash and cash dguigawith financial institutions and, at timesskaeld in money market accounts may exi
the Federal Deposit Insurance Corporation insuret. |

Investments

Investment transactions are recorded otr#te date. Realized gains or losses are compigtad the specific identification method.
Investments for which market quotations are reaaliigilable
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are typically valued at such market quotationsriter to validate market quotations, we look aumber of factors to determine if the
guotations are representative of fair value, iniclgdhe source and nature of the quotations. Dethtegjuity securities that are not publicly
traded or whose market prices are not readily alokel(i.e., substantially all of our investments) galued at fair value as determined in good
faith by our board of directors, based on the irgfuidur management and audit committee and indegrenaluation firms that have been
engaged at the direction of the board to assiftdrvaluation of each portfolio investment withauteadily available market quotation at least
once during a trailing 12 month period and undealaation policy and a consistently applied valoatprocess. The valuation process is
conducted at the end of each fiscal quarter, wighr@eximately 50% (based on value) of our valuatiohgortfolio companies without readily
available market quotations subject to review bynaiependent valuation firm.

As part of the valuation process, we még tato account the following types of factorstgéfevant, in determining the fair value of our
investments: the enterprise value of a portfolimpeany (an estimate of the total fair value of tbetfolio company's debt and equity), the
nature and realizable value of any collateral pbefolio company's ability to make payments asceirnings and discounted cash flow, the
markets in which the portfolio company does businesmparison of the portfolio company's securitiegublicly traded securities, changes in
the interest rate environment and the credit margenerally that may affect the price at which Eiminvestments may be made in the future
and other relevant factors. When an external eséctt as a purchase transaction, public offerimgubsequent equity sale occurs, we use the
pricing indicated by the external event to corratberour valuation.

Because there is not a readily availableketaralue for most of the investments in our paitf, we value substantially all of our portfolio
investments at fair value as determined in goath tay our board of directors, based on the inpidwfmanagement and audit committee and
independent valuation firms under a valuation goéind a consistently applied valuation process. Bube inherent uncertainty of determin
the fair value of investments that do not haveaalitg available market value, the fair value of aurestments may fluctuate from period to
period. Additionally, the fair value of our investmts may differ significantly from the values taiuld have been used had a ready market
existed for such investments and may differ maltgrieom the values that we may ultimately realifeirther, such investments are generally
subject to legal and other restrictions on resaletlverwise are less liquid than publicly tradedwsiies. If we were required to liquidate a
portfolio investment in a forced or liquidation salve may realize significantly less than the vatehich we have recorded it.

In addition, changes in the market envirentrand other events that may occur over the fith@investments may cause the gains or
losses ultimately realized on these investmenbetdifferent than the valuations currently assigned

With respect to investments for which mauigotations are not readily available, our bodrdiectors undertakes a multi-step valuation
process each quarter, as described below:

. Our quarterly valuation process begins with eaatf@a company or investment being initially valliby the investment
professionals responsible for the portfolio investinin conjunction with our portfolio managemergrte

. Preliminary valuation conclusions are then docu@iaind discussed by our managem
. The audit committee of our board of directors rexi¢hese preliminary valuations, as well as thelfrgf independent valuation

firms with respect to the valuations of approxinha&0% (based on value) of our portfolio companigthout readily available
market quotations.
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. The board of directors discusses valuations anefahnes the fair value of each investment in outfplio without a readily
available market quotation in good faith basedraitput of our management and audit committeeirzaiependent valuation
firms.

Effective January 1, 2008, the Company &etbStatement of Financial Accounting Standards1$@, Fair Value Measurements
("SFAS 157"), which expands the application of fafue accounting for investments (see Note 9écctinsolidated financial statements).

Interest Income Recognition

Interest income, adjusted for amortizatibpremium and accretion of discount, is recordedmo accrual basis. Discounts and premiums
on securities purchased are accreted/amortizedtbedife of the respective security using the @ffee yield method. The amortized cost of
investments represents the original cost adjustethé accretion of discounts and amortizationrefigums.

Loans are generally placed on non-accta&is when principal or interest payments are gast30 days or more or when there is
reasonable doubt that principal or interest willdodlected. Accrued interest is generally revensben a loan is placed on non-accrual status.
Interest payments received on non-accrual loansheagcognized as income or applied to princippkdeing upon management's judgment
regarding collectability. Non-accrual loans ardaesd to accrual status when past due principalirtedest is paid and, in management's
judgment, are likely to remain current. The Comparay make exceptions to this if the loan has sigfficcollateral value and is in the proc
of collection. As of December 31, 2008, 4.4% o&tatvestments at amortized cost (or 1.6% at faiue), were on non-accrual status. As of
December 31, 2007, 1.2% of total investments atrapeal cost or (0.9% at fair value), were placechon-accrual status.

Payment-in-Kind Interest

The Company has loans in its portfolio thattain a payment-ikind ("PIK") provision. The PIK interest, computatithe contractual ra
specified in each loan agreement, is added toriheipal balance of the loan and recorded as isténeome. To maintain the Company's st
as a RIC, this non-cash source of income must lsequa to stockholders in the form of dividendseevthough the Company has not yet
collected the cash. For the years ended Decembh&088, 2007 and 2006, $32,816, $16,231, and $6r28pectively, in PIK income were
recorded.

Capital Structuring Service Fees and Other Income

The Company's Investment Adviser seeksdwige assistance to our portfolio companies inneation with the Company's investments
and in return the Company may receive fees fortabgiructuring services. These fees are normalig pt the closing of the investments, are
generally non-recurring and are recognized as wgyerhen earned upon closing of the investment.sEingices that the Company's Investment
Adviser provides vary by investment, but generatipsist of reviewing existing credit facilitiesranging bank financing, arranging equity
financing, structuring financing from multiple leexd, structuring financing from multiple equity @stors, restructuring existing loans, raising
equity and debt capital, and providing generalrfzial advice, which concludes upon closing of tinestment. Any services of the above
nature subsequent to the closing would generalhgee a separate fee payable to the Companyrtaircenstances where the Company is
invited to participate as a co-lender in a trarisacind does not provide significant services inregction with the investment, a portion of loan
fees paid to the Company in such situations willbierred and amortized over the estimated lifdtnefloan. The Company's Investment
Adviser may also take a seat on the board of direcif a portfolio company, or observe the meetofghe board of directors without taking a
formal seat.
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Other income includes fees for asset managg consulting, loan guarantees, commitmento#met services rendered by the Company
to portfolio companies. Such fees are recognizédasne when earned or the services are rendered.

Foreign Currency Translation

The Company's books and records are magddn U.S. dollars. Any foreign currency amountsteanslated into U.S. dollars on the
following basis:

(1) Market value of investment securities, other asaettliabilities—at the exchange rates prevailintha end of the period.

2 Purchases and sales of investment securities, imeot expenses—at the rates of exchange prevailitige respective dates of
such transactions, income or expenses.

Results of operations based on changewd@igh exchange rates are separately disclosduistatement of operations. Foreign security
and currency translations may involve certain adesitions and risks not typically associated withesting in U.S. companies and U.S.
government securities. These risks include, buhatdimited to, currency fluctuation and revaloats and future adverse political, social and
economic developments, which could cause invessriarforeign markets to be less liquid and pricesewolatile than those of comparable
U.S. companies or U.S. government securities.

Accounting for Derivative Instruments
The Company does not utilize hedge accogrand marks its derivatives to market through afpens.
Offering Expenses

The Company's offering costs are chargaihagthe proceeds from equity offerings when nexbi For the years ended December 31,
2008, 2007 and 2006, the Company incurred appraeisn&l,414, $900, and $900 in offering costs, eesipely.

Debt Issuance Costs

Debt issuance costs are being amortizedtbedife of the related credit facility using thraight line method, which closely approxim
the effective yield method.

U.S. Federal Income Taxes

The Company has elected to be treatedrd€ ainder Subchapter M of the Code and operatasnanner so as to qualify for the tax
treatment applicable to RICs. In order to qualyaaRIC, among other things, the Company is requ@imely distribute to its stockholders at
least 90% of investment company taxable incomégéised by the Code, for each year. The Compangngnother things, has made and
intends to continue to make the requisite distrdng to its stockholders, which will generally esle the Company from U.S. federal income
taxes.

Depending on the level of taxable incommed in a tax year, we may choose to carry forviaxdble income in excess of current year
dividend distributions into the next tax year amy p 4% excise tax on such income, as requiredhd extent that the Company determines
that its estimated current year annual taxablenrewill be in excess of estimated current yearddind distributions, the Company accrues
excise tax, if any, on estimated excess taxablenrecas taxable income is earned. For the year dbdeember 31, 2008, a net benefit of $100
was recorded for U.S. federal excise tax. For #mry ended December 31, 2007 and 2006, provisfaygpooximately $100 and $570,
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respectively, were recorded for U.S. federal extage As of December 31, 2008, $550 related towstexcise tax was unpaid and included in
accounts payable on the accompanying consolidatkahte sheet.

Certain of our wholly owned subsidiaries aubject to U.S. Federal and state income taxegshE year ended December 31, 2008, we
recorded a tax benefit of approximately $100 festhsubsidiaries. For the year ended Decembe08Z, %e recorded a tax benefit of
approximately $900 for these subsidiaries. Forygar ended December 31, 2006, we recorded a taisfmo of $4,400 for these subsidiaries.

Dividends

Dividends and distributions to common stazlkers are recorded on the record date. The antolna paid out as a dividend is determi
by the board of directors each quarter and is gdigdrvased upon the earnings estimated by manageMenrealized capital gains, if any, are
generally distributed at least annually, althoughmay decide to retain such capital gains for itnaest.

We have adopted a dividend reinvestment thlat provides for reinvestment of any distribnsave declare in cash on behalf of our
stockholders, unless a stockholder elects to reasagh. As a result, if our board of directors arizes, and we declare, a cash dividend, then
our stockholders who have not opted out of ourddiad reinvestment plan will have their cash divitteautomatically reinvested in additional
shares of our common stock, rather than receiviegash dividend. While we generally use primaréwly issued shares to implement the
plan (especially if our shares are trading at anuen to net asset value), we may purchase shatég iopen market in connection with our
obligations under the plan. In particular, if ohages are trading at a significant enough disctunét asset value and we are otherwise
permitted under applicable law to purchase sucheshae intend to purchase shares in the open miarkennection with our obligations
under our dividend reinvestment plan.

Use of Estimates in the Preparation of Financial&éments

The preparation of financial statementsdnformity with accounting principles generally eapted in the United States requires
management to make estimates and assumptiondfétttae reported amounts of actual and contingssets and liabilities at the date of the
financial statements and the reported amountsoofiire or loss and expenses during the reportingghefictual results could differ from those
estimates. Significant estimates include the vanatf investments.

New Accounting Pronouncements

On October 10, 2008, FASB Staff Position W&7-3—Determining the Fair Value of a Financial Asset \Whiee Market for That Asset
Not Active, or "FSP 157-3", was issued. FSP 157-3 providaBumstrative example of how to determine the faifue of a financial asset in an
inactive market. FSP 157-3 does not change thevéile measurement principles set forth in SFAS (8@ Note 9 for a description of
SFAS 157). Since adopting SFAS 157 in January 2008process for determining the fair value of mwestments has been, and continues to
be, consistent with the guidance provided in trengxe in FSP 157-3. As a result, the adoption ¢ ES7-3 did not affect our process for
determining the fair value of our investments aitdrebt have a material effect on our financial fiosior results of operations.
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3. AGREEMENTS
Investment Advisory and Management Agreement

The Company is party to an investment adyignd management agreement, the "investment@ghamnd management agreement” with
Ares Capital Management. Subject to the overalésiipion of our board of directors, Ares Capitalfdgement provides investment advisory
services to the Company. For providing these sesyiAres Capital Management receives a fee frornarmsisting of two components—a base
management fee and an incentive fee. The base eiaesg fee is calculated at an annual rate of 1.&8edon the average value of our total
assets (other than cash or cash equivalents Hutling assets purchased with borrowed funds) agétfteof the two most recently completed
calendar quarters. The base management fee islpaysdrterly in arrears.

The incentive fee has two parts. One gacticulated and payable quarterly in arrears basexlr pre-incentive fee net investment
income for the quarter. Pre-incentive fee net itmesit income means interest income, dividend incanteany other income (including any
other fees such as commitment, origination, striregu diligence and consulting fees or other féed tve receive from portfolio companies but
excluding fees for providing managerial assistamoeyued during the calendar quarter, minus opeyakpenses for the quarter (including the
base management fee, any expenses payable undamtli@stration agreement, and any interest expandalividends paid on any outstanc
preferred stock, but excluding the incentive f&g-incentive fee net investment income includeshé case of investments with a deferred
interest feature such as market discount, debtimstnts with payment-in-kind interest, preferreatktwith payment-in-kind dividends and
Zero coupon securities, accrued income that we havget received in cash. The investment adviseot under any obligation to reimburse
for any part of the incentive fee it received thats based on accrued interest that we never acteakive.

Preincentive fee net investment income does not ireladly realized capital gains, realized capitaldess unrealized capital apprecial
or depreciation. Because of the structure of thentive fee, it is possible that we may pay anritige fee in a quarter where we incur a loss.
For example, if we receive pre-incentive fee neegiment income in excess of the hurdle rate (satebelow) for a quarter, we will pay the
applicable incentive fee even if we have incurrédsa in that quarter due to realized and unredlcapital losses. Pre-incentive fee net
investment income, expressed as a rate of retutheomalue of our net assets (defined as totatsatsss indebtedness and before taking into
account any incentive fees payable during the geabthe end of the immediately preceding calendarter, is compared to a fixed "hurdle
rate" of 2.00% per quarter. If market interestsatse, we may be able to invest our funds in detituments that provide for a higher return,
which would increase our pre-incentive fee net gtweent income and make it easier for our investradniser to surpass the fixed hurdle rate
and receive an incentive fee based on such nestiment income. Our pre-incentive fee net investnmedme used to calculate this part of the
incentive fee is also included in the amount of tot&l assets (other than cash and cash equivdlahiscluding assets purchased with
borrowed funds) used to calculate the 1.5% baseigeanent fee.

We pay the investment adviser an incerftieewith respect to our pre-incentive fee net ibwesnt income in each calendar quarter as
follows:

. no incentive fee in any calendar quarter in whiwh pre-incentive fee net investment income does not exteeturdle rate

. 100% of our pre-incentive fee net investment incavith respect to that portion of such pneentive fee net investment incor
if any, that exceeds the hurdle rate but is leaa t150% in any calendar quarter. We refer toghition of our pre-incentive fee
net investment income (which exceeds the hurdiebat is less than 2.50%) as the "catch-up" promisThe "catchup" is mear
to provide our investment adviser with 20% of the-imcentive fee net
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investment income as if a hurdle rate did not ajftlyis net investment income exceeds 2.50% incaigndar quarter; and
. 20% of the amount of our pre-incentive fee net gtnent income, if any, that exceeds 2.50% in agnckar quarter.
These calculations are adjusted for anyesissuances or repurchases during the quarter.

The second part of the incentive fee, tbapital Gains Fee", is determined and payablerigaas as of the end of each calendar year (or
upon termination of the investment advisory and ag@ment agreement, as of the termination datejsegalculated at the end of each
applicable year by subtracting (a) the sum of aumualative aggregate realized capital losses anteggte unrealized capital depreciation from
(b) our cumulative aggregate realized capital gameach case calculated from October 8, 200gu¢h amount is positive at the end of such
year, then the Capital Gains Fee for such yeagusleo 20.0% of such amount, less the aggregateianof Capital Gains Fees paid in all p
years. If such amount is negative, then there i€apital Gains Fee for such ye

The cumulative aggregate realized capaaigare calculated as the sum of the differentpssitive, between (a) the net sales price of
each investment in our portfolio when sold andtlig) accreted or amortized cost basis of such imesst

The cumulative aggregate realized capitsgés are calculated as the sum of the amountsioh \a) the net sales price of each
investment in the Company's portfolio when solk#s than (b) the accreted or amortized cost lodisisch investment.

The aggregate unrealized capital deprexcias calculated as the sum of the differencasedfative, between (a) the valuation of each
investment in the Company's portfolio as of theliggple Capital Gains Fee calculation date andh{®)accreted or amortized cost basis of :
investment.

We defer cash payment of any incentiveotberwise earned by the investment adviser if dutfire most recent four full calendar quarter
period ending on or prior to the date such payneett be made the sum of (a) the aggregate disimitsito the stockholders of the Company
and (b) the change in net assets (defined asasseals less indebtedness and before taking inbmatany incentive fees payable during the
period) is less than 8.0% of our net assets abéiginning of such period. These calculations wepm@apriately pro rated during the first three
calendar quarters following October 8, 2004 andaajasted for any share issuances or repurchases.

For the year ended December 31, 2008, weiiad $30,463 in base management fees, $31,748antive management fees related to
pre-incentive fee net investment income and noritice management fees related to realized capgiialsg As of December 31, 2008, $32,989
was unpaid and included in "management and incerf¢ies payable" in the accompanying consolidaté&ahba sheet. Payment of $25,255 in
incentive management fees for the year ended Deme8ih 2008 will be deferred pursuant to the inwesit advisory and management
agreement.

For the year ended December 31, 2007, weiad $23,531 in base management fees, $23,582dntive management fees related to
pre-incentive fee net investment income and noritice management fees related to realized capgiialsg As of December 31, 2007, $13,041
was unpaid and included in "management and incerf¢ies payable" in the accompanying consolidatéahba sheet.

For the year ended December 31, 2006, weiiad $13,646 in base management fees, $16,068antive management fees related to
pre-incentive fee net investment income and $3id48centive management fees related to realizpdalayains.
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Administration Agreemen

We are also party to a separate administraigreement, the "administration agreement," withadministrator, Ares Administration. Our
board of directors approved the continuation ofadministration agreement on May 29, 2008, whidemded the term of the agreement until
June 1, 2009. Pursuant to the administration ageagmres Administration furnishes us with officgugpment and clerical, bookkeeping and
record keeping services. Under the administratgneement, Ares Administration also performs, orreges the performance of, our required
administrative services, which include, among othargs, being responsible for the financial resatftht we are required to maintain and
preparing reports to our stockholders and repded Wwith the SEC. In addition, Ares Administratiaasists us in determining and publishing
our net asset value, oversees the preparationilangddf our tax returns and the printing and dieggation of reports to our stockholders, and
generally oversees the payment of our expensethangkerformance of administrative and professisealices rendered to us by others. Under
the administration agreement, Ares Administratitso grovides, on our behalf, managerial assistémtigose portfolio companies to which we
are required to provide such assistance. Paymedts the administration agreement are equal toravuat based upon our allocable portiol
Ares Administration's overhead in performing itdigétions under the administration agreement, idiclg our allocable portion of the cost of
our officers (including our chief compliance officehief financial officer, secretary and treasyeerd their respective staffs. The
administration agreement may be terminated by efihgty without penalty upon 60-days' written netto the other party.

For the years ended December 31, 2008, 206872006, we incurred $2,701, $997, and $953 im@idtrative fees, respectively. As of
December 31, 2008, $999 was unpaid and includéalccounts payable and accrued expenses" in thergeotying consolidated balance sh

4. EARNINGS PER SHARE

The following information sets forth thengputations of basic and diluted net increase ink$tolders' equity per share resulting from the
years ended December 31, 2008, 2007 and 2006 fdoflaunts in thousands except share and per shtae

2008 2007 2006
Numerator for basic and diluted net (decreaseksms® in stockholders' equity resulting fr
operations per shar $ (13945) $ 90,83 $ 69,69¢
Denominator for basic and diluted net (decreasakase in stockholders' equity resulting fromr
operations per shar 89,666,24 67,676,49  43,978,85
Basic and diluted net (decrease) increase in stddkls' equity resulting from operations |
share: $ (1.56) $ 132 $ 1.5¢

In accordance with Statement of Financied@unting Standards No. 128, Earnings per ShafeA$5128"), the weighted average shares
of common stock outstanding used in computing basitdiluted net increase in stockholders' eqeéisyliting from operations per share for the
years ended December 31, 2008, 2007 and 2006 lesveddljusted retroactively by a factor of 1.02%etmgnize the bonus element associ
with rights to acquire shares of common stock Waissued to stockholders of record as of Marci2R@8 in connection with a rights offerir
See Note 13 for more information on the transferalghts offering.
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5. INVESTMENTS

Under the Investment Company Act, we ageliired to separately identify non-controlled inveshts where we own more than 5% of a
portfolio company's outstanding voting securitiss afiliated companies.” In addition, under thedstment Company Act, we are required to
separately identify investments where we own mioam 25% of a portfolio company’s outstanding vosegurities as "control affiliated
companies."” We had no existing control relationstiih any of the portfolio companies identified"a$filiated companies” or “control
affiliated companies" prior to making the indicatadestment.

For the year ended December 31, 2008, thepany funded $529.3 million aggregate principabant of senior term debt, $336.3 milli
aggregate principal amount of senior subordinatdat dnd $60.4 million of investments in equity sé@s.

In addition, for the year ended December2BD8, $345.8 million aggregate principal amourgemior term debt and $19.5 million of
senior subordinated debt were redeemed. Additipn®dl03.0 million aggregate principal amount ofiseterm debt, $9.5 million of senior
subordinated debt and $7.4 million of investmentsquity securities were sold.

As of December 31, 2008, investments asth ead cash equivalents consisted of the following:

Amortized Cost Fair Value
Cash and cash equivale $ 89,38: $ 89,38
Senior term dek 1,165,461  1,055,08!
Senior subordinated de 737,07: 619,49:
Equity securitie: 309,06: 247,99°
Collateralized debt obligatior 56,00( 50,40(
Total $ 2,356,971 $2,062,36!

As of December 31, 2007, investments asth ead cash equivalents consisted of the following:

Amortized Cost Fair Value
Cash and cash equivalel $ 2114 $ 21,14:
Senior term dek 1,087,76. 1,063,72
Senior note: 399,84 401,14:
Senior subordinated de 252,01° 253,33:
Equity securitie: 56,00( 56,00(
Total $ 1,816,76. $1,795,34.

The amortized cost represents the originat adjusted for the accretion of discounts andréamation of premiums on debt using the
effective interest method.
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The industrial and geographic compositiohsur portfolio at fair value at December 31, 2@0® December 31, 2007 were as follows:

As of December 31

2008 2007
Industry
Health Care 20.2% 17.1%
Beverage/Food/Tobact 12.: 6.2
Education 11.1 6.¢
Other Service 7.4 5.8
Financial 7.C 9.¢
Business Service 6.7 8.t
Retail 5.7 6.t
Environmental Service 4.1 4.9
Printing/Publishing/Medii 3.8 7.3
Manufacturing 3.8 4.7
Restaurant 3.6 4.2
Aerospace and Defen 3.C 2.t
Consumer Produc 3.C 5.€
Telecommunication 2.0 0.t
Cargo Transpol 14 0.8
Containers/Packagir 1.4 2.7
Computers/Electronic 1.2 2.C
Health Clubs 1.2 1.¢
Grocery 1.C 1.t
Homebuilding 0.1 0.t
Total 100.(% 100.(%

December 31

72008 2007
Geographic Region
Southeas 22.2% 18.7%
Mid-Atlantic 21.C 22.¢
Midwest 20.€ 22.¢
West 18.< 19.C
Internationa 14.1 12.7
Northeas 3.8 4.5
Total 100.(% 100.(%
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6. INCOME TAXES

The following reconciles net increase imc&holders' equity resulting from operations toatale income for the year ended December 31,
2008:

Net increase in stockholders' equity resulting fragperation $(139,45%)

Net unrealized loss on investments transactionsaxatble 272,81¢
Other income not currently taxak (2,009
Other taxable incom 1,351
Expenses not currently deductil 28,14¢
Other deductible expens (1,547
Taxable income before deductions for distributi $ 160,30"

During the year ended December 31, 2008, rasult of permanent book-to-tax differences prity due to the recharacterization of
distributions, differences in the book and tax badiinvestments sold, dividends paid by portfalionpanies to the Company in excess of
portfolio company earnings and nondeductible feldesaes, the Company increased accumulated uralis&d net investment income by
$3,464, decreased accumulated net realized gais) (tm sale of investments by $124 and decreagitdicda excess of par value by $3,340.
Aggregate stockholders' equity was not affectethiy/reclassification. As of December 31, 2008,dbst of investments for tax purposes was
$2,263,858 resulting in a gross unrealized apptieciand depreciation of $121,289 and $413,37Qeetively.

For income tax purposes, distributions paidtockholders are reported as ordinary incorae;taxable, capital gains, or a combination
thereof. Dividends paid per common share for thee yeded December 31, 2008 were taxable as follonaudited):

Ordinary income $146,04¢
Capital gain 6,891
Return of capita —

Total $152,93¢

The following reconciles net increase imc&holders' equity resulting from operations toatale income for the year ended December 31,
2007:

Net increase in stockholders' equity resulting frogperation $ 90,83:

Net unrealized loss on investments transactionsaxaible 10,66!
Other income not currently taxak (1,429
Other taxable incom 1,221
Expenses not currently deductil 18
Other deductible expens (73)
Taxable income before deductions for distributi $101,23(

During the year ended December 31, 2003@,rasult of permanent book-to-tax differences prily due to the recharacterization of
distributions, differences in the book and tax padiinvestments sold, dividends paid by portfalimnpanies to the Company in excess of
portfolio company earnings and nondeductible federees, the Company increased accumulated urulis®d net investment income by
$2,882, increased accumulated net realized gagatenof investments by $1,471 and decreased capigakess of par value by $4,352.
Aggregate stockholders' equity was not affectethiy/reclassification. As of December 31, 2007,dbst of investments for tax purposes was
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$1,795,464 resulting in a gross unrealized apptieciand depreciation of $55,305 and $76,567, etspy.

For income tax purposes, distributions paidtockholders are reported as ordinary incorag;taxable, capital gains, or a combination
thereof. Dividends paid per common share for thee yaded December 31, 2007 were taxable as follomaudited):

Ordinary income $106,60(
Capital gain 4,89¢
Return of capita —

Total $111,49!

The following reconciles net increase imc&holders' equity resulting from operations toatale income for the year ended December 31,
2006:

Net increase in stockholders' equity resulting fraperation. $ 69,69¢

Net unrealized gain on investments transactionsanxatble 14,55
Other income not currently taxak (24,66))
Other taxable incom 16,25¢
Expenses not currently deductil 5,70t
Other deductible expens (1,109

Taxable income before deductions for distributi $ 80,44

Excluded from taxable income before dedundifor distributions are $239 of capital lossedized by the Company after October 31,
2006, which were deferred for tax purposes toitts¢ day of the following fiscal year. During thear ended December 31, 2006, as a result of
permanent book-to-tax differences primarily du¢hte recharacterization of distributions, differemaethe book and tax basis of investments
sold, dividends paid by portfolio companies to @@mpany in excess of portfolio company earningsrasmieductible federal taxes, the
Company increased accumulated undistributed nesinvent income by $7,038, decreased accumulateéaleted gain on sale of investme
by $10,598 and increased capital in excess of paewy $3,559. Aggregate stockholders' equity mesaffected by this reclassification. As of
December 31, 2006, the cost of investments foptaposes was $1,245,893 resulting in a gross ureebhppreciation and depreciation of
$2,483 and $12,554, respectively.

For income tax purposes, distributions paidtockholders are reported as ordinary incorag;taxable, capital gains, or a combination
thereof. Dividends paid per common share for thee yeded December 31, 2006 were taxable as follomaudited):

Ordinary income $64,55!
Capital gains 7,77¢
Return of capita —

Total $72,32¢
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7. COMMITMENTS AND CONTINGENCIES

As of December 31, 2008 and 2007, the Camppad the following commitments to fund variougaleing senior secured and
subordinated loans:

As of December 31

2008 2007

Total revolving commitment $ 419,000 $323,60(
Less: funded commitmen (139,600 (79,200
Total unfunded commitmen 279,400  244,40(
Less: commitments substantially at discretion ef @ompan (32,400 —
Less: unavailable commitments due to borrowing loasether covenant restricti (64,500 (15,400
Total net adjusted unfunded revolving commitme $ 182,500 $229,00(

Of the total commitments as of December2BD8, $342,900 extend beyond the maturity datedoiRevolving Credit Facility (as defin
in Note 8). Included within the total commitmenssa December 31, 2008 are commitments to issue 65,800 in standby letters of credit
through a financial intermediary on behalf of cerigortfolio companies. Under these arrangemehé&sCompany would be required to make
payments to third parties if the portfolio companieere to default on their related payment oblayeti As of December 31, 2008, the Comg
had $12,500 in standby letters of credit issuedarstanding on behalf of the portfolio compan@syhich no amounts were recorded as a
liability. Of these letters of credit, $200 expae January 31, 2009, $3,700 expire on Februarg@89, $8,100 expire on September 30, 2009
and $500 expire on August 31, 2010. These letteesealit may be extended under substantially simiédams for additional one-year terms at
the Company's option until the Revolving Creditikgg under which the letters of credit were isduenatures on December 28, 2010.

As of December 31, 2008 and 2007, the Compaas subject to subscription agreements to fuapuityinvestments in private equity
investment partnerships, substantially all at tiserétion of the Company, as follows:

As of December 31

2008 2007
Total private equity commitmen $428,30( $111,80(
Total unfunded private equity commitme! $423,60( $110,50(

8. BORROWINGS

In accordance with the Investment Compant with certain limited exceptions, we are onlipaled to borrow amounts such that our
asset coverage, as defined in the Investment Coymietn is at least 200% after such borrowing. ADeicember 31, 2008 our asset coverage
for borrowed amounts was 220%.
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Our debt obligations consisted of the failog as of December 31, 2008 and 2007:

As of December 31,

2008 2007
Revolving Credit Facility $480,48¢ $282,52¢
CP Funding Facility 114,30( 85,00(
Debt Securitizatiot 314,00  314,00(

Total $908,78¢ $681,52¢

The weighted average interest rate ofalldebt obligations as of December 31, 2008 anceBéer 31, 2007 was 3.03% and 5.66%,
respectively.

CP Funding Facility

In October 2004, we formed Ares CapitalfLiding LLC ("Ares Capital CP"), a wholly owned sidiary of the Company, through
which we established a revolving facility, refertecas the "CP Funding Facility," that, as amendddws Ares Capital CP to issue up to
$350.0 million of variable funding certificates (FC€"). As part of the CP Funding Facility, we aréjgegt to limitations as to how borrowed
funds may be used including restrictions on gedgraponcentrations, sector concentrations, loa@, giayment frequency and status, average
life, collateral interests and investment ratings\ell as regulatory restrictions on leverage why affect the amount of VFC that we may
issue from time to time. There are also certaimiregnents relating to portfolio performance, inéhgirequired minimum portfolio yield and
limitations on delinquencies and charge offs, wtiolaof which could result in the early amortizatiof the CP Funding Facility and limit
further advances under the CP Funding Facilityiarmbme cases could be an event of default. ThEW@Hing is also subject to a borrowing
base that applies different advance rates to assktsn Ares Capital CP. Such limitations, reqoiests, and associated defined terms are as
provided for in the documents governing the CP kupéacility. As of December 31, 2008, there wa$4200 outstanding under the CP
Funding Facility and the Company continues to beoimpliance with all of the limitations and requirents of the CP Funding Facility. As of
December 31, 2007, there was $85,000 outstandidgriuhe CP Funding Facility.

On July 22, 2008, we entered into an amemmdrio the CP Funding Facility to, among othergdkirextend its maturity, decrease the
availability and advance rates applicable to certgpes of eligible loans and make certain provisiof the facility more restrictive. The
Company paid a renewal fee of 0.786% of the totadnt available for borrowing, or $2,750. On Decemth, 2008, we entered into an
amendment to the CP Funding Facility to, amongratiiegs, modify the net worth test applicablette Company, decrease the advance rates
applicable to certain types of eligible loans add an asset coverage requirement with respecet€tmpany consistent with applicable legal
requirements.

The CP Funding Facility is scheduled toiexpn July 21, 2009. The CP Funding Facility isised by all of the assets held by Ares
Capital CP, which as of December 31, 2008 consistdd investments.

The interest charged on the VFC is basettherwommercial paper rate, eurodollar or adjusteddollar rate plus 2.50%. Prior to July 22,
2008, the interest charged was based on the coriahpaper rate plus 1.00%. The interest chargethelVFC is payable quarterly. As of
December 31, 2008 and December 31, 2007, the cociahpaper rate was 2.3271% and 5.1147%, respéctiver the years ended
December 31, 2008, 2007 and 2006, the average#ttetes (i.e. commercial paper rate plus theaspreere 5.19%, 6.12% and 5.80%,
respectively. For the years ended December 31,,ZWI% and 2006, the average outstanding balanees$82,540, $88,296 and $45,621,
respectively.
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For the years ended December 31, 2008, 206872006 the interest expense incurred was $4$8083, and $2,615, respectively. Cash
paid for interest expense during the years endeidber 31, 2008, 2007 and 2006 was $3,754, $428%2,603, respectively.

The Company is also required to pay a camenit fee for any unused portion of the CP Fundhagility. The commitment fee is equal to
0.5% per annum for any unused portion of the CRIFgnFacility. Prior to July 22, 2008, the commitméee was 0.125% per annum
calculated based on an amount equal to $200,08@Hesborrowings outstanding under the CP Fundaalify. For the years ended
December 31, 2008, 2007 and 2006, the commitmestifeeurred were $625, $141 and $260, respectively.

Revolving Credit Facility

In December 2005, we entered into a sesgoured revolving credit facility referred to ae tiRevolving Credit Facility", under which, as
amended, the lenders have agreed to extend ocoetiié tCompany in an aggregate principal amounero¢eding $510,000 at any one time
outstanding (see Note 16). The Revolving Crediilfaexpires on December 28, 2010 and with certaineptions is secured by substantially
all of the assets in our portfolio (other than isiveents held by Ares Capital CP under the CP Fgnéacility and those held as a part of the
Debt Securitization, discussed below), which aBefember 31, 2008 consisted of 170 investmentsetting Revolving Credit Facility, we
have made certain representations and warrantéear@required to comply with various covenantspréng requirements and other
customary requirements for similar revolving crdddilities, including, without limitation, coventmrelated to: (a) limitations on the
incurrence of additional indebtedness and lienslirfiatations on certain investments, (c) limitatioon certain restricted payments,

(d) maintaining a certain minimum stockholders'iggye) maintaining a ratio of total assets (l&dtsl liabilities) to total indebtedness, of the
Company and its subsidiaries, of not less tharLl20(f) maintaining minimum liquidity, and (g) litations on the creation or existence of
agreements that prohibit liens on certain propexiethe Company and its subsidiaries.

In addition to the asset coverage raticdesd above, borrowings under the Revolving CrEditility (and the incurrence of certain other
permitted debt) will be subject to compliance wathorrowing base that will apply different advanates to different types of assets in our
portfolio. The Revolving Credit Facility also inclas an "accordion” feature that allows us to ineeelie size of the Revolving Credit Facility
to a maximum of $765,000 under certain circumstanthe Revolving Credit Facility also includes Usared customary events of default for
senior secured revolving credit facilities of thiture. As of December 31, 2008, there was $4804d88anding under the Revolving Credit
Facility and the Company continues to be in conmgiégawith all of the limitations and requirementdité Revolving Credit Facility. As of
December 31, 2007, there was $282,500 outstandidgrihe Revolving Credit Facility.

The interest charged under the Revolvingd@i-acility is generally based on LIBOR (one, twfoee or six month) plus 1.00%. As of
December 31, 2008, the one, two, three and six ImioBOR were 0.44%,1.10%,1.43% and 1.75%, respelstif-or the year ended
December 31, 2008 the average interest rate w@%s} the average outstanding balance was $422 jBd dnterest expense incurred was
$17,610 and the cash paid for interest expenseb®®3 87. As of December 31, 2007, the one, tweetland six month LIBOR were
4.60%,4.65%,4.70% and 4.60%, respectively. Foytae ended December 31, 2007 the average intatesives 6.50%, the average
outstanding balance was $177,526, the interestmsep@curred was $11,532 and the cash paid foreisttexpense was $9,918. For the year
ended December 31, 2006, the average interesivest®.44%, the average outstanding balance wa®2ZB83he interest expense incurred was
$5,732 and the cash paid for interest expense %&4$. The Company is also required to pay a comanit fee of 0.20% for any unused
portion of the Revolving Credit Facility. For thears ended December 31, 2008, 2007 and 2006, thmitment fees incurred were $224,
$304 and $318, respectively.
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The amount available for borrowing under Revolving Credit Facility is reduced by any stanéetters of credit issued through the
Revolving Credit Facility. As of December 31, 2068 Company had $16,700 in standby letters oficigzlied through the Revolving Credit
Facility. As of December 31, 2007, the Company $a8,400 in standby letters of credit issued throthghRevolving Credit Facility.

As of December 31, 2008, the Company hadrelJ.S. borrowing on the Revolving Credit Facility @emnated in Canadian dollars. As
December 31, 2008 and 2007, unrealized appreciatidhis borrowing was $3,365 and $822, respegtivel

Debt Securitization

In July 2006, through our wholly owned sdizry, ARCC CLO 2006 LLC ("ARCC CLO"), we completa $400,000 debt securitization
(the "Debt Securitization") and issued approxima$i14,000 principal amount of asset-backed natetuding $50,000 revolving notes, all of
which were drawn down as of December 31, 2008)"(@ig Notes") to third parties that were securedalpool of middle market loans that
have been purchased or originated by the Comparg/CLO Notes are included in the December 31, 20080lidated balance sheet. We
retained approximately $86,000 of aggregate prai@mount of certain BBB and non-rated securitiethe Debt Securitization (the "Retained
Notes").

The CLO Notes mature on December 20, 2848, as of December 31, 2008, there is $314,00@amding under the Debt Securitization
(excluding the Retained Notes). The blended pricifithe CLO Notes, excluding fees, is approximageiyponth LIBOR plus 34 basis points.

The classes, amounts, ratings and inteatss (expressed as a spread to LIBOR) of the Cht@s\are as follows:

Class Amount (millions)  Rating (S&P/Moody's) LIBOR Spread (basis points
A-1A $ 75 AAA/Aaa 25
A-1A VFN(1) 50 AAA/Aaa 28
A-1B 14 AAA/Aaa 37
A-2A 75 AAA/Aaa 22
A-2B 33 AAA/Aaa 35
B 23 AA/Aa2 43
C 44 AJIA2 70
Total $ 314

(1) Revolving class, all of which was drawn as of DebenB1, 2008

During the first five years from the clogidate, principal collections received on the ulyileg collateral may be used to purchase new
collateral, allowing us to maintain the initial Enage in the securitization for the entire fix@ar period. Under the terms of the securitizatiq
to 15% of the collateral may be subordinated Ighasare neither first nor second lien loans.

The Class A-1A VEN Notes are a revolvingssl of secured notes and allow us to borrow arayra@A/Aaa financing over the initial
five-year period thereby providing more efficieninyfunding costs. All of the notes are securedhzydssets of ARCC Commercial Loan Trust
2006, including commercial loans totaling $308.1lion as of the closing date, which were sold te ttust by the Company, the originator and
servicer of the assets. As of December 31, 20@8etivere 67 investments securing the notes. Additiocommercial loans have been
purchased by the trust from the Company primarsipng the proceeds from the Class A-1A VFN Notes pbol of commercial loans
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in the trust must meet certain requirements, inolydbut not limited to, asset mix and concentraticollateral coverage, term, agency rating,
minimum coupon, minimum spread and sector divergitjuirements.

The interest charged under the Debt Sézatiibn is based on 3-month LIBOR which as of Deben81, 2008 was 1.43% and as of
December 31, 2007 was 4.70%. For the years endeenizer 31, 2008, 2007 and 2006, the effective geecirsterest rates were 3.68%, 5.82%
and 5.99%, respectively. For the years ended Deee81 2008, 2007 and 2006, we incurred $11,558,58B and $7,714 of interest expense,
respectively. For the years ended December 31,,ZI% and 2006, the cash paid for interest was881]1 $17,513 and $7,236, respectively.
The Company is also required to pay a commitmenbfed.175% for any unused portion of the ClassPAVEN Notes. There were no
commitment fees incurred for the year ended Dece®be2008. For the years ended December 31, 2002@06, the commitment fee
incurred was $23 and $42, respectively, on thesesno

9. FAIR VALUE OF FINANCIAL INSTRUMENTS

Effective January 1, 2008, the company setbStatement of Financial Accounting Standards1$8, the Fair Value Option for Financial
Assets and Liabilities ("SFAS 159"), which providasnpanies the option to report selected finarasakts and liabilities at fair value.
SFAS 159 also establishes presentation and digelesguirements designed to facilitate comparismiezeen companies that choose different
measurement attributes for similar types of assedsliabilities and to more easily understand tifeceof the company's choice to use fair
value on its earnings. SFAS 159 also requiresiestit display the fair value of the selected asapd liabilities on the face of the balance
sheet. With the exception of the line items erditlether assets" and "debt," all assets and ligdsliapproximate fair value on the balance sheet
The carrying value of the line items entitled "iretst receivable," "receivable for open trades,y4tde for open trades," "accounts payable and
accrued expenses," "management and incentive fseble" and "interest and facility fees payablgjragimate fair value due to their short
maturity.

Effective January 1, 2008, the Company &tbStatement of Financial Accounting Standards1$@, Fair Value Measurements
("SFAS 157"), which expands the application of fatue accounting. SFAS 157 defines fair valuegldigthes a framework for measuring fair
value in accordance with generally accepted acaogiprinciples and expands disclosure of fair vaheasurements. SFAS 157 determines
value to be the price that would be received foinaestment in a current sale, which assumes agrigrttansaction between market
participants on the measurement date. SFAS 157resgihe Company to assume that the portfolio itnmest is sold in a principal market to
market participants, or in the absence of a pradaiparket, the most advantageous market, whichlmeay hypothetical market. Market
participants are defined as buyers and sellefseptincipal or most advantageous market thatretepgendent, knowledgeable, and willing and
able to transact. In accordance with SFAS 157Cihm@pany has considered its principal market asréeket in which the Company exits its
portfolio investments with the greatest volume Bnel of activity. SFAS 157 specifies a hierarctiyaluation techniques based on whether
the inputs to those valuation techniques are olabéswor unobservable. In accordance with SFAS ttig&e inputs are summarized in the three
broad levels listed below:

. Level 1—Valuations based on quoted prices in active marfketisientical assets or liabilities that the Comypéaas the ability t
access.
. Level z—Valuations based on quoted prices in markets tteatat active or for which all significant inputeabservable, eith

directly or indirectly.

. Level 3—Valuations based on inputs that are unafadde and significant to the overall fair value s@@ment.
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In addition to using the above inputs méstment valuations, we continue to employ theatin policy approved by our board of
directors that is consistent with SFAS 157 (seeeN®t Consistent with our valuation policy, we exsé the source of inputs, including any
markets in which our investments are trading (gr markets in which securities with similar attribstare trading), in determining fair value.
Our valuation policy considers the fact that beeahere is not a readily available market valuenfost of the investments in our portfolio, the
fair value of the investments must typically beedetined using unobservable inputs.

Due to the inherent uncertainty of deteirmgrthe fair value of investments that do not haveadily available market value, the fair value
of our investments may fluctuate from period toiperAdditionally, the fair value of our investmenhay differ significantly from the values
that would have been used had a ready market exstesuch investments and may differ materialgnirthe values that we may ultimately
realize. Further, such investments are generabjestito legal and other restrictions on resaletberwise are less liquid than publicly traded
securities. If we were required to liquidate a fmid investment in a forced or liquidation saleg wiay realize significantly less than the value
at which we have recorded it.

In addition, changes in the market envirentrand other events that may occur over the fita@investments may cause the gains or
losses ultimately realized on these investmenbetdifferent than the valuations currently assigned

The following table presents fair value sig@ments of cash and cash equivalents and invetstrag of December 31, 2008:

Fair Value Measurements Using

Total Level 1 Level 2 Level 3
Cash and cash equivale $ 89,387 $89,38! ¢ — —=
Investments $1,97297 $ $110,51! $1,862,46.

The following tables present changes irestments that use Level 3 inputs for the year efdsx@mber 31, 2008:

For the Year Ended December 31, 20(

Balance as of December 31, 2( $ 1,738,02:
Net unrealized gains (losse (264,17))
Net purchases, sales or redempti 458,22¢
Net transfers in and/or out of Leve (69,61
Balance as of December 31, 2( $ 1,862,46:

As of December 31, 2008, the net unrealiaed on the investments that use Level 3 inpus$215,186.
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Following are the carrying and fair valeéour debt instruments as of December 31, 20080@awember 31, 2007. Fair value is estimated
by discounting remaining payment using applicalbleent market rates which take into account chanmgédse Company's marketplace credit
ratings.

As of December 31, 2008 As of December 31, 2007

Carrying Value Fair Value  Carrying Value Fair Value
Revolving Credit Facility $ 480,48t $462,000 $ 282,52¢ $279,00(
CP Funding Facility 114,30  113,00( 85,00( 84,00(
Debt Securitizatiol 314,00(  148,00( 314,000  261,00(

$ 908,78t $723,000 $ 681,52¢ $624,00(

10. DERIVATIVE INSTRUMENTS

In October 2008, we entered into a two-yetarest rate swap agreement for a total notianaunt of $75 million. Under the interest rate
swap agreement, we will pay a fixed interest rdt2.835% and receive a floating rate based on thegiling three-month LIBOR. As of
December 31, 2008, the 3-month LIBOR was 1.43% tif@year ended December 31, 2008, we recogniZ#i68Y) in unrealized depreciation
related to this swap agreement. As of Decembe2@18, this swap agreement had a fair value of 8@, which is included in the "accounts
payable and other liabilities" in the accompanyingsolidated balance sheet.

11. RELATED PARTY TRANSACTIONS

In connection with the IPO, our investmadviser paid to underwriters, on our behalf, antamtl sales load of $2,475. This amount
accrued interest at a variable rate that adjustedterly equal to the three-month LIBOR plus 2.0086 annum. We repaid this amount in full,
plus accrued and unpaid interest, in February 2006.

In accordance with the investment advisorgt management agreement, we bear all costs aedsegpof the operation of the Company
and reimburse the investment adviser for all sustscand expenses incurred in the operation a€tmpany. For the years ended
December 31, 2008, 2007 and 2006 the investmeigemdncurred such expenses totaling $2,292, $120865853, respectively. As of
December 31, 2008, $368 was unpaid and such paigaibleluded in accounts payable and accrued exsenshe accompanying consolidated
balance sheet.

We rent office space (the "ARCC Office Sgadirectly from a third party pursuant to a le#isa&t expires on February 27, 2011. In
addition, we have entered into a sublease agreemtmAres Management whereby Ares Management asbeapproximately 25% of the
ARCC Office Space for a fixed rent equal to 25%hef basic annual rent payable by us under our |@hse certain additional costs and
expenses. For the years ended December 31, 2008a2@ 2006, such amounts payable to the Comp#aleddb253, $269 and $93,
respectively.

As of December 31, 2008, Ares Managemédnthich the investment adviser is a wholly ownedsidiary, owned 2,859,882 shares of
Company's common stock representing approximat&Bp df the total shares outstanding as of Decel®bge2008.

See Notes 3, 12 and 13 for a descriptiostloér related party transactions.
12. IVY HILL FUNDS

On November 19, 2007, we established a Imiddrket credit fund, Ivy Hill Middle Market Credtund, Ltd. ("lvy Hill I"), which is

managed by our wholly owned subsidiary, Ivy Hillsks Management, L.P. ("lvy Hill Management"), irckange for a 0.50% management fee
on the average
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total assets of lvy Hill I. As of December 31, 20@& total assets of Ivy Hill | were approximaté&l370,800. For the years ended Decembe
2008 and 2007, the Company earned $1,482 and $#amagement fees, respectively. lvy Hill | primaiitvests in first and second lien bank
debt of middle market companies. vy Hill | wastiaily funded with $404,000 of capital includings&6,000 investment by the Company
consisting of $40,000 million of Class B notes &16,000 of subordinated notes. For the years eDéedmber 31, 2008 and 2007, the
Company earned $5,427 and $500 from its investmerty Hill I, respectively.

Ivy Hill I purchased $68,000 and $133,00theestments from the Company during the yearsdridecember 31, 2008 and 2007,
respectively, and may from time to time buy addi@ibinvestments from the Company. There was no gaioss recognized by the Company
on these transactions.

On November 5, 2008, we established a seouddle market credit fund, Ivy Hill Middle Mark€&tredit Fund 11, Ltd. ("lvy Hill 11"),
which is also managed by Ivy Hill Management, icleange for a 0.50% management fee on the averteda@ssets of Ivy Hill II. Ivy Hill 1l
primarily invests in second lien and subordinatadikbdebt of middle market companies. vy Hill Il svaitially funded with $250,000 of
subordinated notes, and may grow over time witedage. vy Hill Il purchased $7,500 of investmeintsn the Company during the year en
December 31, 2008. A loss of $188 was recordedhisriransaction. For the year ended December 318,28e Company earned $47 in
management fees.

Our indirect wholly owned subsidiary, IvyiHManagement, is party to a separate serviceseagent, referred to herein as the "services
agreement," with Ares Capital Management. Purstgatite services agreement, Ares Capital Manageprenides Ivy Hill Management with
office facilities, equipment, clerical, bookkeepiagd record keeping services, services of investprefiessionals and others to perform
investment advisory, research and related servéegsices of, and oversight of, custodians, deposg, accountants, attorneys, underwriters
and such other persons in any other capacity deéorisel necessary. vy Hill Management will reimiufgres Capital Management for all of
the costs associated with such services, includieg Capital Management's allocable portion of bead and the cost of its officers and
respective staff in performing its obligations unttee services agreement. The services agreemgnben@rminated by either party without
penalty upon 60-days' written notice to the othaatyp For the year ended December 31, 2008, IviyNdBinagement incurred such expenses
payable to the Investment Adviser of $244.

13. STOCKHOLDERS' EQUITY

On April 28, 2008, we completed a trandbaights offering, issuing 24,228,030 shares sultascription price of $11.0016 per share, less
dealer manager fees of $0.22 per share. Net preadtat deducting the dealer manager fees andasiihoffering expenses were
approximately $259,800. Ares Investments LLC, ditiak of the investment adviser, purchased 1,883 shares in the rights offering,
bringing its total shares owned to 2,859,882 shafe®mmon stock, representing approximately 2.9%h® total shares outstanding as of
December 31, 2008.
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The following table summarizes the totadrals issued and proceeds we received net of uritemvdealer manager and offering costs for
the years ended December 31, 2008, 2007 and 200dil{ions, except per share amounts):

Shares Offering price per Proceeds net of underwriting and offering
issued share costs
2008
April 2008 public offerinc 24z % 11.0C $ 259.¢
Total for the year ended December 31, 2 24.2 $ 259.¢
2007
August 2007 public offerin 26 $ 16.3( $ 42.%
April 2007 public offering 158 % 17.97 267.2
February 2007 public offerin 14 $ 19.9¢ 27.2
Underwriters over-allotment option related to Debem2006 public
offering 04 $ 18.5( 7.5
Total for the year ended December 31, 2 19.€ $ 344.:
2006
December 2006 public offerir 27 % 18.5( $ 49.¢
July 2006 public offeriny 106 % 15.67 162.(
Total for the year ended December 31, 2 13.F $ 211.¢
14. DIVIDEND

The following table summarizes our dividem#clared during 2008, 2007 and 2006 (in milliensept per share amount):

Per Share

Date Declared Record Date Payment Date Amount Total Amount
November 6, 200 December 15, 20( January 2,20C $ 0.4z $ 40.¢
August 7, 200¢ September 15, 200 September 30,200 $ 0.4Z 40.¢
May 8, 200¢ June 16, 20C June 30,20C $ 0.4z 40.¢
February 28, 200 March 17, 200 March 31,200 $ 0.4z 30.t

Total declared for 200 $ 166 $ 152.¢
November 8, 200 December 14, 20( December 31,20( $ 0.4Z 30.t
August 9, 200° September 14, 200  September 28, 200 $ 0.4z 30.2
May 10, 2007 June 15, 20C June 29,20C $ 0.41 28.t
March 8, 2007 March 19, 200 March 30,200 $ 0.41 22.1

Total declared for 200 $ 166 $ 111°F
November 8, 200 December 15, 20( December 29,20( $ 0.1C $ 5.2
November 8, 200 December 15, 20( December 29, 20( $ 0.4C 20.¢
August 9, 200¢ September 15, 201 September 29, 200 $ 0.4C 19.¢
May 8, 200€ June 15, 20C June 30,20C $ 0.3¢ 14.F
February 28, 200 March 24, 200 April 14, 200¢ $ 0.3¢€ 13.7

Total declared for 200 $ 1642 $ 73.¢

During the year ended December 31, 2008adsof the Company's dividend reinvestment ptarofir common stockholders, we
purchased 1,404,852 shares of our common stoak aterage price

F-53




of $9.05 in the open market in order to satisfyréiavestment portion of our dividends. During $iear ended December 31, 2007, as part of
the Company's dividend reinvestment plan for oummmn stockholders, we purchased 237,686 sharasr @foonmon stock at an average price
of $15.00 in the open market in order to satisfy sinvestment portion of our dividends.

15. FINANCIAL HIGHLIGHTS

The following is a schedule of financiaghiights as of and for the years ended Decembe2(@®18, 2007 and 2006:

As of and for As of and for As of and for

the year ended the year ended the year ended
Per Share Data: December 31, 20C December 31, 20C  December 31, 20C
Net asset value, beginning of period $ 1547 $ 1517 $ 15.0¢
Issuance of common sto (1.19 0.5¢ 0.2C
Effect of antidilution (dilution] 0.2: — (0.09)
Net investment income for period( 1.4z 1.4z 1.31
Net realized and unrealized gains (loss) for p€&p (2.99) (0.06) 0.3(
Net (decrease) increase in stockholders' ec (1.56) 1.37 1.61
Distributions from net investment incor (1.58¢) (2.49) (2.3))
Distributions from net realized capital gains onwséies (0.120 (0.23) (0.39)
Total distributions to stockholde (1.68) (1.66) (1.69)
Net asset value at end of period $ 1127 % 1547 % 15.1%
Per share market value at end of pe $ 6.3: $ 14.6¢ $ 19.11
Total return based on market value (45.25% (14.7€% 29.12%
Total return based on net asset valu (11.19% 8.98% 10.7%
Shares outstanding at end of pet 97,152,82: 72,684,09 52,036,52
Ratio/Supplemental Dat
Net assets at end of peri $ 1,094,87 $ 1,12455 $ 789,43:
Ratio of operating expenses to average net asH@ls 9.0% 9.12% 8.8/%
Ratio of net investment income to average net sS¢tT 10.22% 9.14% 9.1¢%
Portfolio turnover rate(E 24% 30% 49%

(1)  The net assets used equals the total stockhotgrigy on the consolidated balance sheets.
2 Weighted average basic per share data.

3 For the year ended December 31, 2008, the totadrétased on market value for the year ended Deeefilh 2008 equals the incre:
of the ending market value at December 31, 2008d3 per share over the ending market value a¢mber 31, 2007 of $14.63 per
share plus the declared dividends of $1.68 persfoaithe year ended December 31, 2008, dividetth&ynarket value at December 31,
2007. For the year ended December 31, 2007, thergitirn based on market value for the year elxEmber 31, 2007 equals the
increase of the ending market value at Decembe2@®17 of $14.63 per share over the ending markeevat December 31, 2006 of
$19.11 per share plus the declared dividends @6Hier share for the year ended December 31, 20dded by the market value at
December 31, 2006. For the year ended Decemb@0B8, the total return based on market value feryrar ended December 31, 2
equals the increase of the ending market valuesaember 31, 2006 of $19.11 per share over the gmdarket value at December 31,
2005 of $16.07 per share plus the declared divisi@i&1.64 per share for the year ended Decemhe&2(8b, divided by the market
value at December 31, 2005. Total return based ankehvalue is not annualized.

4) For the year ended December 31, 2008, the totairétased on net asset value equals the change &sset value during the period
plus the declared dividends of $1.68 per sharé®rear ended December 31,
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2008 divided by the beginning net asset valuelergeriod. For the year ended December 31, 208#pthl return based on net asset
value equals the change in net asset value durangériod plus the declared dividends of $1.66spare for the year ended

December 31, 2007 divided by the beginning nettagdae for the period. For the year ended DecerBbeP006, the total return based
on net asset value equals the change in net assetduring the period plus the declared dividesfdsl.64 per share for the year ended

December 31, 2006 divided by the beginning nettasdae for the period. These calculations wereistéjd for shares issued in
connection with dividend reinvestment plan, theé&wes of common stock in connection with any ad@guity offerings and the
reimbursement of underwriting costs paid by theegtinent adviser. Total return based on net asiet ismanot annualized.

(5) The ratios reflect an annualized amot

(6) For the year ended December 31, 2008, the ratipefating expenses to average net assets consf2etb% of base managem:
fees, 2.55% of incentive management fees, 2.93#eofost of borrowing and other operating expen$éds16%. For the year ended
December 31, 2007, the ratio of operating expettsaserage net assets consisted of 2.27% of basagement fees, 2.26% of
incentive management fees, 3.55% of the cost ablaong and other operating expenses of 1.04%. k®year ended December 31,

2006, the ratio of operating expenses to averagassets consisted of 2.06% of base managemen2f888s of incentive management

fees, 2.81% of the cost of borrowing and other afieg expenses of 1.02%. These ratios reflect dimegsamounts.

(7)  The ratio of net investment income to average sg¢t@ excludes income taxes related to realizet gai

16. SUBSEQUENT EVENTS

In January 2009, we increased the sizh@Revolving Credit Facility under the "accordideature by an additional $15,000 bringing the

total amount available for borrowing under the Rewy Credit Facility to $525,000.

In February 2009, we repurchased, in amaparket transaction, a total of $27,000 of oustartding debt securities under the Debt
Securitization for $6,550.

17. SELECTED QUARTERLY DATA (Unaudited)

2008
Q4 Q3 Q2 Q1

Total investment incom $ 62,72¢ $ 62,060 $63,46¢ $ 52,207
Net investment income before net realized and lizezhgain (losses) and incenti

compensatiol $ 40,170 $ 41,028 $ 45,07¢ $ 32,46¢
Incentive compensatic $ 8,03t $ 820t $ 9,01t $ 6,49
Net investment income before net realized and ligezhgain (losses $ 32,13¢ $32,82( $ 36,060 $ 25,97:
Net realized and unrealized gains (los: $(142,63¢) $(74,217) $(32,789) $(16,807)
Net (decrease) increase in stockholders' equityitieg from operation: $(110,500 $(41,397) $ 3,27 $ 9,16¢
Basic and diluted earnings per common sl $ (1149 $ (049 $ 004 $ 0.1z
Net asset value per share as of the end of theen $ 1127 $ 128 $ 13.67 $ 15.17
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Total investment incom

Net investment income before net realized and lizezhgain (losses) and incenti
compensatiol

Incentive compensatic

Net investment income before net realized and lizeshgain (losses

Net realized and unrealized gains (los¢

Net increase in stockholders' equity resulting fraperation:

Basic and diluted earnings per common sl

Net asset value per share as of the end of theey)

Total investment incom

Net investment income before net realized and lizezhgain (losses) and incenti
compensatiol

Incentive compensatic

Net investment income before net realized and lizezhgain (losses

Net realized and unrealized gain (loss

Net increase in stockholders' equity resulting fraperation:

Basic and diluted earnings per common sl

Net asset value per share as of the end of theay
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2007

Q4 Q3 Q2

Q1

$ 53,82¢ $ 47,93 $47,39¢

$ 33,677 $29,87F $ 31,22
$ 657: $ 596 $ 6,22
$ 27,10¢ $23,90¢ $ 24,99
$(16,35) $ (984 $ 8,57¢
$ 10,75: $ 22,92 $ 33,56
$ 01F $ 03z $ 04¢
$ 1547 $ 157/ $ 15.8¢

2006

$ 39,71¢

$ 23,69¢
$ 4,75¢
$ 18,94«
$ 4,64¢
$ 23,58¢
$ 0.44
$ 15.3¢

Q4 Q3 Q2

Q1

37,50¢ $31,83: $ 30,49(

23,50¢ $21,79: $ 16,23!
518¢ $ 4,46¢ $ 6,94(
18,31¢ $17,32¢ $ 9,29¢
2,69¢ $ 81t $ 7,40C
21,01¢ $18,14. $ 16,69!
04z $ 03¢ $ 0.4
15.17 $ 15.0¢ $ 15.1(

AR AR ABH ©~

$ 20,19:

$ 14,61«
$ 2,92t
$ 11,69:
$ 2,151
$ 13,84
$ 0.3€
$ 15.0¢




SIGNATURES

Pursuant to the requirements of SectionrlB5(d) of the Securities Exchange Act of 1934, réegistrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

ARES CAPITAL CORPORATION

By: /s/ MICHAEL J. AROUGHETI

Michael J. Arougheti
President
Dated: March 2, 200

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beenesidgrelow by the following persons on behalf
of the registrant and in the capacities and ord#ites indicated.

By: /s/ MICHAEL J. AROUGHETI

Michael J. Arougheti
President (principal executive officer) and Direc
Dated: March 2, 200

By: /s/ RICHARD S. DAVIS

Richard S. Davis
Chief Financial Officer (principal financial and aounting officer’

Dated: March 2, 200

By: /s/ DOUGLAS E. COLTHARP

Douglas E. Coltharp
Director
Dated: March 2, 200

By: /s/ FRANK E. O'BRYAN

Frank E. O'Bryan
Director
Dated: March 2, 200

By:

Gregory W. Penske
Director
Dated: March 2, 200

By: /s/ ROBERT L. ROSEN

Robert L. Rosen
Director
Dated: March 2, 200

By: /s/ BENNETT ROSENTHAL

Bennett Rosenthal
Director
Dated: March 2, 200

By: /s/ ERIC B. SIEGEL

Eric B. Siegel
Director
Dated: March 2, 200
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Exhibit 10.11

AMENDMENT NO. 1 TO SALE AND SERVICING AGREEMENT
(Ares Capital CP Funding LLC)

THIS AMENDMENT NO. 1 TO THE SALE AND SERVICING AGRE EMENT , dated as of December 30, 2004 (this “
Amendment”), is entered into in connection with that certaineSahd Servicing Agreement, dated as of Novemb@084 (as amende
modified, waived, supplemented or restated fromettmtime, the “ Sale and Servicing Agreemgnby and among Ares Capital CP Func
LLC, as the borrower, Ares Capital Corporationtteesoriginator and as the servicer, each of thedGivPurchasers and Institutional Purche
from time to time party thereto, each of the PusemaAgents from time to time party thereto, Wacho@apital Markets, LLC, as t
administrative agent, U.S. Bank National Associatias the trustee, and Lyon Financial Services,(ab/a U.S. Bank Portfolio Services).
the backup servicer. Capitalized terms used andotierwise defined herein shall have the meangigsn to such terms in the Sale
Servicing Agreement.

WHEREAS , the abovaiamed parties have entered into the Sale and 8envAgreement, and, pursuant to and, in accordavitit
Section 13.1thereof, the parties hereto desire to amend thredkgent in certain respects as provided herein;

NOW, THEREFORE , based upon the above Recitals, the mutual prensind agreements contained herein, and other gud
valuable consideration, the receipt and sufficieatwhich are hereby acknowledged, the undersigimtdnding to be legally bound, hert
agree as follows:

SECTION 1. AMENDMENT . The definition of “Concentration Limits” in 8#on 1.10f the Sale and Servicing Agreemer
hereby amended by amending and restating claugeg)land (d) thereof in their entirety as follows

“(b) the sum of the Outstanding Loan Balar@feEligible Loans that are Loans to a single Odligincluding any Affiliate
thereof) shall not exceed (x) $20,000,000, at &amg twhen the Facility Amount is less than $200,000, or (y) $25,000,000, at any time w
the Facility Amount is greater than or equal to 6200,000;

(c) the sum of the Outstanding Loan Bedmnof all Eligible Loans divided by the number Hifgible Obligors (includin
Affiliates thereof) shall not exceed (x) the greaté 5% or $10,000,000, at any time when the Fgcimount is less than $200,000,000
(y) the greater of 5% or $12,000,000, at any tinmemvthe Facility Amount is greater than or equa260,000,000;

(d) the sum of the Outstanding Loan Bedmnof Eligible Loans that are Loans to Eligibleli@drs in the same Moodg’Industr
Classification Group shall not exceed the great@086 or $25,000,000;"




SECTION 2. AGREEMENT IN FULL FORCE AND EFFECT AS AMENDED .

Except as specifically amended hereby, all prowsiof the Sale and Servicing Agreement shall rermafull force and effect. Th
Amendment shall not be deemed to expressly or edpliwaive, amend or supplement any provision ef$ale and Servicing Agreement o
than as expressly set forth herein and shall nogtdate a novation of the Sale and Servicing Agrest.

SECTION 3. REPRESENTATIONS.

Each of the Borrower and Servicer represent andantas of the date of this Amendment as follows:

0] it is duly incorporated or organizedhlidly existing and in good standing under thed of its jurisdiction ¢
incorporation or organization;

(i) the execution, delivery and performa by it of this Amendment are within its powdraye been duly authorizt
and do not contravene (A) its charter, by-lawsytber organizational documents, or (B) any Appliedtaw;

(i) no consent, license, permit, applomaauthorization of, or registration, filing oedlaration with any governmen
authority, is required in connection with the ex#mu, delivery, performance, validity or enforcddbi of this Amendment by «
against it;

(iv) this Amendment has been duly execuated delivered by it;

v) this Amendment constitutes its legad]id and binding obligation, enforceable agaihsh accordance with i

terms, except as enforceability may be limited Ipplizable bankruptcy, insolvency, reorganizatiomratorium or similar law
affecting the enforcement of creditors’ rights getlg or by general principles of equity;

(vi) it is not in default under the SaledaServicing Agreement; and
(vii) there is no Termination Event, Unnma&tdl Termination Event, or Servicer Default.
SECTION 4. CONDITIONS TO EFFECTIVENESS.

The effectiveness of this Amendment is conditionpdn delivery of executed signature pages by atlgsmhereto to the Agent.

SECTION 5. MISCELLANEOUS .

€) This Amendment may be executed inranmypber of counterparts (including by facsimile)day the different parties her
on the same or separate counterparts, each of which




shall be deemed to be an original instrument Hdudfathich together shall constitute one and theesagreement.

(b) The descriptive headings of the vasisections of this Amendment are inserted for eni@nce of reference only and s
not be deemed to affect the meaning or constructi@my of the provisions hereof.

(c) This Amendment may not be amendeatioerwise modified except as provided in the SatkServicing Agreement.
(d) The failure or unenforceability ofyaprovision hereof shall not affect the other psimns of this Amendment.
(e) Whenever the context and construcsimmequire, all words used in the singular nunfitegein shall be deemed to have

used in the plural, and vice versa, and the masegender shall include the feminine and neutertbacdheuter shall include the masculine
feminine.

) This Amendment represents the fexgleement between the parties only with respeittesubject matter expressly cove
hereby and may not be contradicted by evidenceriof,pcontemporaneous or subsequent oral agreerbehiseen the parties. There are
unwritten oral agreements between the parties.

(9) THIS AMENDMENT AND THE RIGHTS AND OBLIGATIONS OF TH E PARTIES UNDER THIS AMENDMENT
SHALL BE GOVERNED BY AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH THE LAWS OF THE STATE OF
NEW YORK WITHOUT REFERENCE TO ITS CONFLICT OF LAWS PROVISIONS.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF , the undersigned have caused this Amendment exéeuted by their respective officers thereunty
authorized, as of the date first above written.

VFCC: VARIABLE FUNDING CAPITAL
CORPORATION

By: Wachovia Capital Markets, LL(
as attorne-in-fact

By: /s/ Douglas R. Wilson, S
Name: Douglas R. Wilson, £
Title: Vice Presiden

THE ADMINISTRATIVE AGENT WACHOVIA CAPITAL MARKETS, LLC
AND THE VFCC AGENT:

By: /s/ Paul A. Burkhar

Name: Paul A. Burkha
Title: Vice Presiden

[Signatures Continued on the Following Page]




THE BORROWER:

THE ORIGINATOR
AND SERVICER:

ARES CAPITAL CP FUNDING LLC

By: /s/ Daniel Nguyet

Name: Daniel Nguye
Title: CFO

ARES CAPITAL CORPORATION

By: /s/ Michael Aroughet

Name: Michael Aroughe
Title: Presiden




Exhibit 10.15

AMENDMENT NO. 5 TO SALE AND SERVICING AGREEMENT
(Ares Capital CP Funding LLC)

THIS AMENDMENT NO. 5 TO THE SALE AND SERVICING AGRE EMENT , dated as of December 28, 2005 (this “
Amendment”), is entered into in connection with that certaineSahd Servicing Agreement, dated as of Novemb@084 (as amende
modified, waived, supplemented or restated fromettmtime, the “ Sale and Servicing Agreemgnby and among Ares Capital CP Func
LLC, as the borrower (the “ Borrow&y, Ares Capital Corporation, as the originator @sdthe servicer (in such capacity, the “ Servigeeact
of the Conduit Purchasers and Institutional Purelgafrom time to time party thereto, each of thecRaser Agents frontime to time part
thereto, Wachovia Capital Markets, LLC, as the adstiative agent, U.S. Bank National Associatios,the trustee, and Lyon Finan
Services, Inc. (d/b/a U.S. Bank Portfolio Services) the backup servicer. Capitalized terms useldnat otherwise defined herein shall t
the meanings given to such terms in the Sale andcB& Agreement.

WHEREAS , the abovaiamed parties have entered into the Sale and 8envAgreement, and, pursuant to and, in accordavitit
Section 13.1 thereof, the parties hereto desieertend the Sale and Servicing Agreement in cerégipacts as provided herein;

NOW, THEREFORE , based upon the above Recitals, the mutual prensind agreements contained herein, and other gud
valuable consideration, the receipt and sufficieatwhich are hereby acknowledged, the undersigimtdnding to be legally bound, hert
agree as follows:

SECTION 1. AMENDMENT.
(a) Section 5.4(c) of the Sale and Servicing Agreseinis hereby amended and restated in its entiefpllows:

“(c) Obligations and Compliance with CollateralThe Servicer will duly fulfill and comply withllaobligations ol
the part of the Borrower to be fulfilled or compligvith under or in connection with the adminiswatiof each item of Collateral a
will do nothing to impair the rights of the Trustder the benefit of the Secured Parties, or of$eeured Parties in, to and undet
Collateral. It is understood and agreed that tee/iSer does not hereby assume any obligationd@fBorrower in respect of a
Advances or assume any responsibility for the perémce by the Borrower of any of its obligationgemder or under any ott
agreement executed in connection herewith that dvbel inconsistent with the limited recourse undentg of the Servicer, in i
capacity as Seller, under Section 2.1(d) of the 3greement.”

(b) Section 13.13(a) of the Sale &wtvicing Agreement is hereby amended by insertiveg followincg
sentence before the last sentence thereof:

“Notwithstanding the foregoing provisions of thiecsion 13.13(a) the Servicer may, subject to Applicable Law amelterm
of any Underlying Instruments, make




available copies of the documents in the Servi¢iilgs and such other documents it holds in its ci#pas Servicer pursuant to
terms of this Agreement, to any of its creditors.”

SECTION 2. AGREEMENT IN FULL FORCE AND EFFECT AS AMENDED .

Except as specifically amended hereby, all prowsiof the Sale and Servicing Agreement shall rermafull force and effect. Th
Amendment shall not be deemed to expressly or edpliwaive, amend or supplement any provision ef$ale and Servicing Agreement o
than as expressly set forth herein, and shall oostitute a novation of the Sale and Servicing Agrent.

SECTION 3. REPRESENTATIONS

Each of the Borrower and Servicer represent andantas of the date of this Amendment as follows:

(i) it is duly incorporated or organized, validexisting and in good standing under the laws tef jurisdiction o
incorporation or organization;

(i) the execution, delivery and performance tgfithis Amendment are within its powers, haverbdely authorized, and |
not contravene (A) its charter, by-laws, or otheyamizational documents, or (B) any Applicable Law;

(i) no consent, license, permit, approval orremization of, or registration, filing or declami with any government
authority, is required in connection with the ex#mu, delivery, performance, validity or enforcddbi of this Amendment by «
against it;

(iv) this Amendment has been duly executed aniveteld by it;

(v) this Amendment constitutes its legal, valitdebinding obligation, enforceable against it it@cdance with its termr
except as enforceability may be limited by applieatankruptcy, insolvency, reorganization, moratarior similar laws affecting tl
enforcement of creditors’ rights generally or bygeal principles of equity;

(vi) itis notin default under the Sale and Seingg Agreement; and

(vii) there is no Termination Event, Unmatured Taration Event, or Servicer Default.

SECTION 4. CONDITIONS TO EFFECTIVENESS.

The effectiveness of this Amendment is conditiongubn delivery of executed signature pages by altigs hereto to tt
Administrative Agent.




SECTION 5. MISCELLANEOUS.

(a) This Amendment may be executed in any numbesoohterparts (including by facsimile), and by tiferen
parties hereto on the same or separate counterpads of which shall be deemed to be an origmsttiment but all of whic
together shall constitute one and the same agréemen

(b) The descriptive headings of treious sections of this Amendment are inserted clmmvenience ¢
reference only and shall not be deemed to affecttbaning or construction of any of the provisibaseof.

(c) This Amendment may not be amended or otherwiselified except as provided in the Sale and Serg
Agreement.

(d) The failure or unenforceabiliof any provision hereof shall not affect the othmovisions of thi
Amendment.

(e) Whenever the context and construction so regait words used in the singular number hereirl figadeemed 1
have been used in the plural, and vice versa, ldniasculine gender shall include the feminine reewtter and the neuter st
include the masculine and feminine.

(H This Amendment represents the final agreemenwéen the parties only with respect to the subjetter express
covered hereby and may not be contradicted by ee&lef prior, contemporaneous or subsequent orakatents between 1
parties. There are no unwritten oral agreemerntsdan the parties.

9) THIS AMENDMENT AND THE RIGHTS AND OBLIGATIONS OF TH E PARTIES UNDER THIS
AMENDMENT SHALL BE GOVERNED BY AND CONSTRUED AND IN TERPRETED IN ACCORDANCE WITH
THE LAWS OF THE STATE OF NEW YORK WITHOUT REFERENCE TO ITS CONFLICT OF LAWS
PROVISIONS.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF , the undersigned have caused this Amendment exéeuted by their respective officers thereunty
authorized, as of the date first above written.

VFCC: VARIABLE FUNDING CAPITAL
COMPANY LLC (f/k/a Variable Funding
Capital Corporation

By:  Wachovia Capital Markets, LL(
as attorne-in-fact

By: /s/ Bryan P. McGrat
Name Bryan P. McGral
Title: Vice Presiden

THE ADMINISTRATIVE AGENT WACHOVIA CAPITAL MARKETS, LLC
AND THE VFCC AGENT:

By /s/ Paul A. Burkhar
Name: Paul A. Burkha
Title: Vice Presiden

[Signatures Continued on the Following Page]




THE BORROWER:

THE ORIGINATOR
AND SERVICER:

ARES CAPITAL CP FUNDING LLC

By: /s/ Kevin Franke

Name: Kevin Franke
Title: Vice Presiden

ARES CAPITAL CORPORATION

By: /s/ Michael Aroughet

Name: Michael Aroughe
Title: Presiden




Exhibit 10.17

WAIVER AND AMENDMENT NO. 7 TO SALE AND SERVICING AG REEMENT
(VFCC Transaction with Ares Capital CP Funding LLC)

THIS WAIVER AND AMENDMENT NO. 7 TO THE SALE AND SER VICING AGREEMENT , dated as of March 8, 2007 (1
“ Amendment”), is entered into in connection with that certaineSahd Servicing Agreement, dated as of Novemb&084 (as amende
modified, waived, supplemented or restated throtighdate hereof, the “ Sale and Servicing Agreerflertty and among Ares Capital
Funding LLC, as the borrower (together with itscegsors and assigns in such capacity, the “ Borr6we\res Capital Corporation, as -
originator (together with its successors and assignsuch capacity, the “ Originatty and as the servicer (together with its successu
assigns in such capacity, the “ Servitereach of the Conduit Purchasers and Institutionatiasers from time to time party thereto, eac
the Purchaser Agents from time to time party tlerdtachovia Capital Markets, LL@s the Administrative Agent (together with its segsor
and assigns in such capacity, the “ Administrafigent”) and as the Purchaser Agent with respect to Variabreling Capital Company LL
(f/k/a Variable Funding Capital Corporation), asn@oit Purchaser (together with its successors asigjas in such capacity, th&/FCC Agen
"), U.S. Bank National Association, as the trustemgether with its successors and assigns in saplaities, the “ Truste®, and Lyor
Financial Services, Inc. (d/b/a U.S. Bank Portf@ervices) as the backup servicer (together wstsutcessors and assigns in such capaci
“ Backup Servicer’). Capitalized terms used and not otherwise definedimeshall have the meanings given to such termbenSale ar
Servicing Agreement.

RECITALS

WHEREAS , the aboveiamed parties have entered into the Sale and Seyvigreement, and, pursuant to and in accordaritie
Section 13.1 thereof, the parties hereto desiggrévide for a ondime waiver of certain provisions of the Sale amiv&ing Agreement ar
amend the Sale and Servicing Agreement, in cerésipects as provided herein;

NOW, THEREFORE , based upon the above Recital, the mutual prensisdsagreements contained herein, and other god
valuable consideration, the receipt and sufficieatwhich are hereby acknowledged, the undersigimtdnding to be legally bound, hert
agree as follows:

SECTION 1. AMENDMENTS.

(@) The definition of “Hedge Amounskt forth in Section 1.1 of the Sale and Servichgyeement is hereby amended
restated in its entirety as follows:

“Hedge Amount”. On any day that (a) the Pool Yield is less tharMirdmum Pool Yield, (b) the Pool Yield is greatban or equi
to the Minimum Pool Yield but less than 4.0% ané sum of the Outstanding Loan Balances of all Fikade Loans is greater tt
$40,000,000, (c) the Pool Yield is greater tharqual to 4.0% but less than 5.0% and the sum oOthtstanding Loan Balances of all Fi.
Rate Loans is greater than $70,000,000, or (d) the




Pool Yield is greater than or equal to 5.0% bus lksn 7.5% and the sum of the Outstanding Loaari8ak of all Fixed Rate Loans is gre
than $120,000,000, then, in each such case, anraragual to the product of (i) the Weighted Averdglvance Rate with respect to Fixed F
Loans as of such date tim@g the sum of the Outstanding Loan Balances bFiaded Rate Loans included in the Collateral ootsdate. If th
Pool Yield is greater than or equal to 7.5%, thelg&eAmount is $0. The Hedge Amount for FloatindeRaoans is $0. The applicable F
Yield for any day on which the Pool Yield is not@dated shall be the most recently calculated Raeld.”

(b) Section 10.1(n) of the Sale and Sdmgi Agreement is hereby amended and restated entifrety as follows:

“(n) on any day, the aggregate Hedge Notidnabunt in effect for that day under all Hedge T3actions is less than the He
Amount on that day, and the same continues unresdddr a period of the later of 15 calendar daythemext succeeding Reporting Date; or”

Pursuant to Section 8.6(h) of the Sale and Seryidigreement, the Administrative Agent hereby disebe Trustee to enter into this
Amendment.

SECTION 2. WAIVER .

Each of the undersigned parties hereby waives adya#l defaults under the Sale and Servicing Agesgnfincluding Section 10.1
(n) of the Sale and Servicing Agreement), UnmatUrednination Events or Termination Events which arenay be, immediately or with t
passage of time, a result of or occasioned solglyds each date from and including January 1, 2@0&nd including the effective date of 1
Amendment, the occurrence of the aggregate Hedgiemdd Amount in effect for such date under all ijedlransactions being less than
Hedge Amount on such date.

SECTION 3. AGREEMENT IN FULL FORCE AND EFFE CT AS WAIVED AND AMENDED .

Except as specifically waived and amended herebyravisions of the Sale and Servicing Agreemengt laereby ratified and sh
remain in full force and effect. This Amendmenakimot be deemed to expressly or impliedly waamend or supplement any provision of
Sale and Servicing Agreement other than as exgressfforth herein, and shall not constitute a tioweof the Sale and Servicing Agreement.

SECTION 4. REPRESENTATIONS.

Each of the Borrower and the Servicer represenwaardant as of the date of this Amendment as fadtow

-2-




0] it is duly incorporated or organizedhlidly existing and in good standing under thed of its jurisdiction ¢
incorporation or organization;

(i) the execution, delivery and performa by it of this Amendment are within its powdraye been duly authorizt
and do not contravene (A) its charter, by-lawsyther organizational documents, or (B) any Appliedtaw;

(i) no consent, license, permit, applomaauthorization of, or registration, filing oedlaration with any governmen
authority, is required in connection with the ex#mu, delivery, performance, validity or enforcddbi of this Amendment by «
against it;

(iv) this Amendment has been duly execuated delivered by it;

(v) this Amendment constitutes its legad]id and binding obligation, enforceable agaihsh accordance with i

terms, except as enforceability may be limited Ipplable bankruptcy, insolvency, reorganizatiomratorium or similar lawn
affecting the enforcement of creditors’ rights getlg or by general principles of equity;

(vi) it is not in default under the SaledeServicing Agreement, as amended hereby; and

(vii) upon giving effect to this Amendmetiere is no Termination Event, Unmatured Termorattvent, or Servic
Default.

SECTION 5. CONDITIONS TO EFFECTIVENESS.

The effectiveness of this Amendment is conditiongibn delivery of executed signature pages by aitigs hereto to tt
Administrative Agent.

SECTION 6. MISCELLANEQOUS .

@) This Amendment may be executed inranyber of counterparts (including by facsimila)ddy the different parties her
on the same or separate counterparts, each of whiehbe deemed to be an original instrument Buifavhich together shall constitute ¢
and the same agreement.

(b) The descriptive headings of the vasisections of this Amendment are inserted for eni@nce of reference only and s
not be deemed to affect the meaning or constructi@my of the provisions hereof.

(©) This Amendment may not be amendeatioerwise modified except as provided in the Satk Servicing Agreement.

(d) The failure or unenforceability ofyaprovision hereof shall not affect the other psimns of this Amendment or the Sale
Servicing Agreement.




(e) Whenever the context and construcsimmequire, all words used in the singular nunfitegein shall be deemed to have t
used in the plural, and vice versa, and the masegender shall include the feminine and neuterthadeuter shall include the masculine
feminine.

® This Amendment represents the fexgdleement between the parties only with respetttesubject matter expressly cove
hereby and may not be contradicted by evidenceriof,pcontemporaneous or subsequent oral agreerbehiseen the parties. There are
unwritten oral agreements between the parties.

(9) THIS AMENDMENT AND THE RIGHTS AND OBLIGATIONS OF TH E PARTIES UNDER THIS AMENDMENT
SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAWS OF THE STATE
OF NEW YORK WITHOUT REFERENCE TO ITS CONFLICT OF LA WS PROVISIONS.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF , the undersigned have caused this Amendment exéeuted by their respective officers thereunty
authorized, as of the date first above written.

CONDUIT PURCHASER: VARIABLE FUNDING CAPITAL
COMPANY LLC (f/k/a Variable Funding
Capital Corporation

By: Wachovia Capital Markets, LL(
as attorne-in-fact

By: /s/ Douglas R. Wilson, S
Name: Douglas R. Wilson, £
Title: Director

THE ADMINISTRATIVE AGENT WACHOVIA CAPITAL MARKETS, LLC
AND THE VFCC AGENT:

By: /s/ Manav Sur
Name: Manav Sul
Title: Vice Presiden

THE BORROWER: ARES CAPITAL CP FUNDING LLC

By: /s/ Richard S. Davi
Name: Richard S. Dav
Title: Executive Vice Preside

THE ORIGINATOR ARES CAPITAL CORPORATION
AND THE SERVICER:

By: /s/ Michael Aroughet
Name: Michael Aroughe
Title: Presiden

[SIGNATURES CONTINUED ON FOLLOWING PAGE]




THE TRUSTEE: U.S. BANK NATIONAL ASSOCIATION
not in its individual capacity but solely as

Trustee

By: /s/ Joel D. Coug!

Name: Joel D. Coug
Title: Assistant Vice Preside

[SIGNATURES CONTINUED ON FOLLOWING PAGE]




Acknowledged and Agreed to
as of the date first written abo\

WACHOVIA BANK, NATIONAL ASSOCIATION
as a Hedge Counterpai

By: /s/ Kim V. Farr

Name: Kim V. Fari
Title: Director




Exhibit 10.18

WAIVER AND AMENDMENT NO. 8 TO SALE AND SERVICING AG REEMENT
(VFCC Transaction with Ares Capital CP Funding LLC)

THIS WAIVER AND AMENDMENT NO. 8 TO THE SALE AND SER VICING AGREEMENT , dated as of August 6, 2C
(this “ Amendment), is entered into in connection with that certaineSahd Servicing Agreement, dated as of Novemb20@4 (as amende
modified, waived, supplemented or restated throtighdate hereof, the “ Sale and Servicing Agreerflertty and among Ares Capital
Funding LLC, as the borrower (together with itscegsors and assigns in such capacity, the “ Borr6we\res Capital Corporation, as -
originator (together with its successors and assignsuch capacity, the “ Originatty and as the servicer (together with its successu
assigns in such capacity, the “ Servitereach of the Conduit Purchasers and Institutionatiasers from time to time party thereto, eac
the Purchaser Agents from time to time party tlerdtachovia Capital Markets, LL@s the Administrative Agent (together with its segsor
and assigns in such capacity, the “ Administrafigent”) and as the Purchaser Agent with respect to Variabreling Capital Company LL
(f/k/a Variable Funding Capital Corporation), asn@oit Purchaser (together with its successors asigjas in such capacity, th&/FCC Agen
"), U.S. Bank National Association, as the trustemgether with its successors and assigns in saplaities, the “ Truste®, and Lyor
Financial Services, Inc. (d/b/a U.S. Bank Portf@ervices) as the backup servicer (together wstsutcessors and assigns in such capaci
“ Backup Servicer’). Capitalized terms used and not otherwise definedimeshall have the meanings given to such termbenSale ar
Servicing Agreement.

RECITALS

WHEREAS , the aboveiamed parties have entered into the Sale and Seyvigreement, and, pursuant to and in accordaritie
Section 13.1 thereof, the parties hereto desiggréoide for a one time waiver of certain provisiafsthe Sale and Servicing Agreement
amend the Sale and Servicing Agreement, in cerésipects as provided herein;

NOW, THEREFORE , based upon the above Recital, the mutual prensisdsagreements contained herein, and other god
valuable consideration, the receipt and sufficieatwhich are hereby acknowledged, the undersigimtdnding to be legally bound, hert
agree as follows:

SECTION 1. AMENDMENTS.

(@) The definition of “Hedge Amounskt forth in Section 1.1 of the Sale and Servichgyeement is hereby amended
restated in its entirety as follows:

“ Hedge Amount”: On any day that (a) the Weighted Average Cougdess than LIBOR Rate pl#s0%, the Hedge Amount st
be an amount as determined by the AdministrativenAgn its sole discretion and (b) the Weighted rage Coupon is greater than or equ
the LIBOR Rate plus.0%, the Hedge Amount shall be $0. The Hedge Arhfur Floating Rate Loans is $0.”




(b) The following definition shall be agttlin the appropriate alphabetical order to Sectidrof the Sale and Servicing
Agreement:

“ Weighted Average Coupoit As of any Determination Date, a fraction (expresasda percentage and rounded up to the
0.001%), (a) the numerator of which is the sumhaf products determined by multiplying the Outstagdioan Balance of each Fixed F
Loan (excluding Charge®4f Loans and Delinquent Loans) in the Collatersalof such Determination Date by the interest ratgaple by th
Obligor thereof, and (b) the denominator of whishhie sum of the Outstanding Loan Balances ofiald-Rate Loans (excluding Chargé&df
Loans and Delinquent Loans) in the Collateral aswifh Determination Datgrovidedthat for purposes of this definition: (i) no corgen
payment of interest will be included in such cadtigdn; and (ii) any stated coupon shall exclude pargion of the interest that is currently be
deferred.”

Pursuant to Section 8.6(h) of the Sale and Senyigigreement, the Administrative Agent hereby didtte Trustee to enter into t
Amendment.

SECTION 2. WAIVER .

Each of the undersigned parties hereby waives adyal defaults under the Sale and Servicing Agegnincluding Section 10.1
(n) of the Sale and Servicing Agreement), Unmatdrednination Events or Termination Events which @renay be, immediately or with the
passage of time, a result of or occasioned solglydn each date from and including June 30, 2@0&nd including the effective date of this
Amendment, the occurrence of the aggregate Hedgieridd Amount in effect for such date under all iged ransactions being less than the
Hedge Amount on such date.

SECTION 3. AGREEMENT IN FULL FORCE AND EFFECT AS AMENDED .

Except as specifically waived and amended herdbgravisions of the Sale and Servicing Agreementlzereby ratified and shall
remain in full force and effect. This Amendmenalinot be deemed to expressly or impliedly waammend or supplement any provision of
Sale and Servicing Agreement other than as exgressfforth herein, and shall not constitute a tioweof the Sale and Servicing Agreement.

SECTION 4. REPRESENTATIONS.

Each of the Borrower and the Servicer represenwaardant as of the date of this Amendment as fadtow

0] it is duly incorporated or organizeslidly existing and in good standing under tied of its jurisdiction of
incorporation or organization;




(i) the execution, delivery and performa by it of this Amendment are within its powdraye been duly authorizt
and do not contravene (A) its charter, by-lawsyther organizational documents, or (B) any Appliedtaw;

(i) no consent, license, permit, apprlomaauthorization of, or registration, filing oedlaration with any governmen
authority, is required in connection with the ex#mu, delivery, performance, validity or enforcddbi of this Amendment by «
against it;

(iv) this Amendment has been duly execuated delivered by it;

(v) this Amendment constitutes its legad]id and binding obligation, enforceable agaihsh accordance with i

terms, except as enforceability may be limited Ipplable bankruptcy, insolvency, reorganizatiomratorium or similar lawn
affecting the enforcement of creditors’ rights getlg or by general principles of equity;

(vi) it is not in default under the SaledeServicing Agreement, as amended hereby; and

(vii) upon giving effect to this Amendmetihere is no Termination Event, Unmatured Termorattvent, or Servic
Default.

SECTION 5. CONDITIONS TO EFFECTIVENESS.

The effectiveness of this Amendment is conditiongibn delivery of executed signature pages by aitigs hereto to tt
Administrative Agent.

SECTION 6. MISCELLANEOQOUS .

(@) This Amendment may be executed inranyber of counterparts (including by facsimila)ddy the different parties her
on the same or separate counterparts, each of whiehbe deemed to be an original instrument Buifavhich together shall constitute ¢
and the same agreement.

(b) The descriptive headings of the wasisections of this Amendment are inserted for eni@nce of reference only and s
not be deemed to affect the meaning or constructi@my of the provisions hereof.

(c) This Amendment may not be amendeatioerwise modified except as provided in the SatkServicing Agreement.

(d) The failure or unenforceability ofyaprovision hereof shall not affect the other psimns of this Amendment or the Sale
Servicing Agreement.

(e) Whenever the context and construcsimmequire, all words used in the singular nunfitegein shall be deemed to have t
used in the plural, and vice versa, and the maseuli




gender shall include the feminine and neuter aadchttuter shall include the masculine and feminine.

® This Amendment represents the fexgdleement between the parties only with respetttesubject matter expressly cove
hereby and may not be contradicted by evidenceriof,pcontemporaneous or subsequent oral agreerbettgeen the parties. There are
unwritten oral agreements between the parties.

(9) THIS AMENDMENT AND THE RIGHTS AND OBLIGATIONS OF TH E PARTIES UNDER THIS AMENDMENT
SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAWS OF THE STATE
OF NEW YORK.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF , the undersigned have caused this Amendment exéeuted by their respective officers thereunty
authorized, as of the date first above written.

CONDUIT PURCHASER:

THE ADMINISTRATIVE AGENT
AND THE VFCC AGENT:

THE BORROWER:

THE ORIGINATOR
AND THE SERVICER:

VARIABLE FUNDING CAPITAL
COMPANY LLC (f/k/a Variable Funding
Capital Corporation

By: Wachovia Capital Markets, LL(
as attorne-in-fact

By: /s/ Douglas R. Wilsol

Name: Douglas R. Wilsa
Title: Director

WACHOVIA CAPITAL MARKETS, LLC

By: /s/ David Shutley

Name: David Shutle
Title: Director

ARES CAPITAL CP FUNDING LLC

By: /s/ Richard S. Davi

Name: Richard S. Dav
Title: Chief Financial Office

ARES CAPITAL CORPORATION

By: /s/ Richard S. Davi

Name: Richard S. Dav
Title: Chief Financial Office

[SIGNATURES CONTINUED ON FOLLOWING PAGE]




THE TRUSTEE: U.S. BANK NATIONAL ASSOCIATION
not in its individual capacity but solely as

Trustee

By: /s/ Dawn M. Zanott

Name:
Title:

[SIGNATURES CONTINUED ON FOLLOWING PAGE]




Acknowledged and Agreed to
as of the date first written abo\

WACHOVIA BANK, NATIONAL ASSOCIATION
as a Hedge Counterpai

By: /s/ Kim V. Farr

Name: Kim V. Fari
Title: Director
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Exhibit 14.1

Code of Conduct

(adopted on May 30, 2007; revised May 19, 2008)
Introduction

This Code of Conduct (this "Code") embodiescommitment of Ares Capital Corporation (theftpany") to conduct our business in
accordance with all applicable governmental rutes igulations and to promote honest and ethicadwct. This Code applies to the
Company's

. principal executive officer, principal financialfmfer, and principal accounting officer or contesll or persons performing
similar functions (collectively, the "Senior FinaalcOfficers"),

. all other officers and employees of the Companyraecthbers of the Company's Board of Directors (feBons, together wi
the Senior Financial Officers, the "Covered Per§pns

each of whom are expected to adhere to the praxighd procedures set forth in this Code that applyem.

Failure to comply with this Code, or to ogfpa violation, may result in disciplinary actiomscluding warnings, suspensions, terminatic
employment or such other actions as may be ap@tepunder the circumstances.

This Code shall be the code of ethics agtbply the Company for the purposes of Section 4@éeoSarbanes-Oxley Act and the rules and
forms applicable to it thereunder and the sole afdmnduct adopted by the Company under Rule 4858f(the NASDAQ Stock Market
listing standards.

Compliance With Laws, Rules and Regulations

Covered Persons are required to comply thighaws, rules and regulations that govern thelgot of the Company's business and to
report any suspected violations in accordance thightsection below entitled "Compliance With the €8d

If you have any questions regarding praperduct, you should consult with the Company's OBa@mpliance Officer before taking any
action.

Conflicts of Interest

A "conflict of interest" occurs when a Cos@ Person's private interest improperly interfevigh the interests of the Company. Personal
conflicts of interest are prohibited as a matte€ofmpany policy, unless they have been approvatidZompany.

Some of the Covered Persons may also béogegs or officers of

0] the Company's investment adviser or one of itdiatéis (collectively, the "Adviser") or

(i) the company providing administrative services ® @ompany or one of its affiliates (collectivellget"Administrator”).

Although typically not presenting an opportunity fmproper personal benefit, conflicts may aris®fr or as a result of, the relationship
between the Company, the Adviser, the Administratat/or Covered Persons that are officers, emptogad/or directors of more than one of
such entities. As a result, this Code recognizasttte Covered Persons will, in the normal coufdbeir duties (whether for the Company, the
Adviser or the Administrator), be involved in edishing policies and implementing decisions that thvave different effects on the Company,
the Adviser and the Administrator. The participataf the Covered Persons in such activities israhiein the relationship between the
Company, the Adviser and the Administrator andissistent with the performance by the Covered Persbtheir duties as officers,
employees and/or directors of the Company. Thyseiiformed in conformity with the provisions of therestment Company Act of 1940, such
activities




will be deemed to have been handled ethically antbt constitute a "conflict of interest” for puges of this Code.

Each Covered Person should engage in amqie honest and ethical conduct, including inrthandling of actual or apparent conflicts
of interest between personal and professionalioglstips.

Nothing in this Code shall be construedestrict the right of the Adviser to engage in aivity or business which it is permitted to
engage in under the Investment Advisory Agreemengstrict any Covered Person, who is also a menaeiner or employee of the Adviser
or its affiliates, from taking any action in contiea therewith.

Public Disclosure

It is Company policy to make full, fair,@rate, timely and understandable disclosure inpgdiamce with all applicable laws and
regulations in all reports and documents that the@any files with, or submits to, the Securitied &xchange Commission and all other
governmental, quasi-governmental and self-regutatodies and in all other public communications by the Company. As a Covered
Person, you are required to promote compliance thithCode by all employees and to abide by Compéanydards, policies and procedures
designed to promote compliance with this Code.

Waivers of Code of Conduct

From time to time, the Company may waivdair provisions of this Code. Any Covered Persdowelieves that a waiver may be called
for should discuss the matter with the Chief Coamptie Officer or the Chairman of the Board of Dioest or if the Chairman of the Board of
Directors is unavailable, the Chairman of the A@bmmittee. Amendments to and waivers of this Geilldoe publicly disclosed as required
by applicable law and regulations. In particulagjwers for executive officers or directors may bedea only by the Board of Directors, and
must be promptly disclosed in a Form 8-K withinflwsiness days.

Compliance with Code

If you know of or suspect a violation ofpdipable laws, rules or regulations or this Cod®y ynust immediately report that information to
the Chief Compliance Officer or any member of tleaRl of DirectorsNo one will be subject to retaliation because goad faith report of a
suspected violation.

Violations of this Code may result in d@siary action, up to and including discharge. Buard of Directors shall determine, or shall
designate appropriate persons to determine, agptefaction in response to violations of this Code.

No Rights Created

This Code is a statement of certain fundaaigrinciples and policies and procedures thaegothe Covered Persons in the conduct of
the Company's business. It is not intended to @ed dot create any rights in any employee, supm@npetitor, stockholder, portfolio
company or any other person or entity.

Confidentiality

All reports and records prepared or mairgdipursuant to this Code will be considered cenfiil and shall be maintained and protected
accordingly. Except as otherwise required by lawhgr Code, such matters shall not be disclosethyone other than the Chief Compliance
Officer, the Board and its counsel, the Adviser aadounsel and the Administrator and its counsel.
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SUBSIDIARIES OF ARES CAPITAL CORPORATION

Name

AC Notes Holdings LLC.
ARCC BB Corp.

ARCC CIC Flex Corp.

ARCC CLO 2006 LLC

ARCC CLPB Corp.

ARCC IGS Corp.

ARCC Imperial Corporatio
ARCC Imperial LLC

ARCC LVCG Investors LLC
ARCC PAH Corp.

ARCC TTL Corp.

ARCC Universal Corp.

ARCC VTH Corp.

ARCC WMA Corp.

Ares Capital CP Funding LL
Ares Capital FL Holdings LL(
Ivy Hill Asset Management GP, LL
Ivy Hill Asset Management, L.F

Jurisdiction
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart
Delawart

Exhibit 21.1

In addition, we may be deemed to contralaie portfolio companies identified as "contrdiilédted companies” in footnote (7) to the
Consolidated Schedule of Investments as of DeceBthe2008 included in the Financial Statementsipoif Ares Capital Corporation's

Form 10-K for the year ended December 31, 2008.




QuickLinks
Exhibit 21.1

SUBSIDIARIES OF ARES CAPITAL CORPORATION
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Exhibit 31.1

Certification of President
of Periodic Report Pursuant to Rule 13a-14(a) and &®e 15d-14(a)

I, Michael J. Arougheti, certify that:
1. | have reviewed this Annual RepartFmrm 10-K of Ares Capital Corporation;

2. Based on my knowledge, this repodsinot contain any untrue statement of a matigalor omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information inelthéh this report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant's other certifyinfadr and | are responsible for establishing anéhtaaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controlsodedures, or caused such disclosure controlparédures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control oveafficial reporting, or caused such internal cordgxar financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegettierally accepted accounting principles;

(c) Evaluated the effectiveness of thggsteant's disclosure controls and procedures a@skpted in this report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any changéhie registrant's internal control over financggorting that occurred during the
registrant's most recent fiscal quarter (the regig’s fourth fiscal quarter in the case of an ahneport) that has materially affected, or
is reasonably likely to materially affect, the tgant's internal control over financial reportiagd

5. The registrant's other certifyinfjadr and | have disclosed, based on our most temeaiuation of internal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@rspersons performing the equivalent
functions):

(a) All significant deficiencies and madweaknesses in the design or operation of iatezontrol over financial reporting whi
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; and

(b) Any fraud, whether or not materiaiatinvolves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

Date: March 2, 2009

/sl MICHAEL J. AROUGHETI

Michael J. Arougheti
President
(Principal Executive Officer




QuickLinks
Exhibit 31.1

Certification of President of Periodic Report Panstto Rule 13a-14(a) and Rule 15d-14(a)



QuickLinks-- Click here to rapidly navigate through this dioant

Exhibit 31.2

Certification of Chief Financial Officer
of Periodic Report Pursuant to Rule 13a-14(a) and &®e 15d-14(a)

I, Richard S. Davis, certify that:
1. | have reviewed this Annual Repartfmrm 10-K of Ares Capital Corporation;

2. Based on my knowledge, this repodsinot contain any untrue statement of a matgalor omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineltiéh this report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant's other certifyinfadr and | are responsible for establishing anéhtaaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controlsodedures, or caused such disclosure controlparédures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control oveafficial reporting, or caused such internal cordgxar financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thggateant's disclosure controls and procedures a@skpted in this report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any changéhie registrant's internal control over financggorting that occurred during the
registrant's most recent fiscal quarter (the regig’s fourth fiscal quarter in the case of an ahneport) that has materially affected, or
is reasonably likely to materially affect, the tgant's internal control over financial reportiagd

5. The registrant's other certifyinfjadr and | have disclosed, based on our most temeaiuation of internal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@rspersons performing the equivalent
functions):

(a) All significant deficiencies and madweaknesses in the design or operation of iatezontrol over financial reporting whi
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; and

(b) Any fraud, whether or not materiaiatinvolves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

Date: March 2, 2009

/sl RICHARD S. DAVIS

Richard S. Davis
Chief Financial Officer
(Principal Financial Officer




QuickLinks
Exhibit 31.2

Certification of Chief Financial Officer of PeriadReport Pursuant to Rule 13a-14(a) and Rule 1%d}14



QuickLinks-- Click here to rapidly navigate through this domnt

Exhibit 32.1

Certification of President and Chief Financial Officer
Pursuant to
18 U.S.C. Section 1350

In connection with the Annual Report on Form 104KAges Capital Corporation (the "Company") for tear ended December 31, 2008 as
filed with the Securities and Exchange Commissioithe date hereof (the "Report"), Michael J. Arcetghas President of the Company, and
Richard S. Davis, as Chief Financial Officer of bempany, each hereby certifies, pursuant to 18@J.Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, tieathe best of his knowledge:

1. The Report fully complies with tregquirements of Section 13(a) or 15(d) of the SéiesrExchange Act of 1934; and

2. The information contained in the Betffairly presents, in all material respects, financial condition and results of operations & th
Company.

Date: March 2, 2009

/sl MICHAEL J. AROUGHETI

Michael J. Arougheti
President
(Principal Executive Officer

/sl RICHARD S. DAVIS

Richard S. Davis
Chief Financial Officer
(Principal Financial Officer

A signed original of this written statement reqditgy Section 906, or other document authenticaticgnowledging, or otherwise adopting the
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906, has been provided to Ares
Capital Corporation and will be retained by Aregifal Corporation and furnished to the Securitied Exchange Commission or its staff upon
request.
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