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CAPITAL CORPORATION

Common Stock

Ares Capital Corporation is a newtganized closed-end, non-diversified managememsimient company incorporated in Maryland
that has filed an election to be treated as a basidevelopment company under the Investment Cometrof 1940. Our investment
objectives are to generate both current incomecapdal appreciation through debt and equity inwestts. We intend to invest primarily in
first and second lien senior loans and mezzanibg ddnich in some cases may include an equity carapt and, to a lesser extent, in equity
investments in private middle market companies.

We will be managed by Ares Capitalfdgement LLC, an affiliate of Ares Management L@ ,independent Los Angeles based firm
that manages investment funds that have approxiynbbe0 billion of committed capital. Ares Technliédedministration LLC will provide the
administrative services necessary for us to operate

Our common stock has been approveddotation on The NASDAQ National Market under siyenbol "ARCC."

Investing in our common stock involves risks that ee described in the "Risk Factors" section beginniig
on page 14 of the prospectus.

Shares of closed-end investment companies frequenttade at a discount to their net asset value. bur shares trade at a
discount to our net asset value, it may increase efrisk of loss for purchasers in this offeringBecause we are newly organized, our shares
have no history of public trading. This prospeatascisely provides important information you shokihdw before investing in our common
stock. Please read it before you invest and kefep future reference. The SEC maintains an Intewebsite (http://www.sec.goy that
contains material incorporated by reference andrdtiformation about us.

Per Share Total

Public offering price $ 15.0C $ 165,000,00
Underwriting discount (sales load)( $.4t $4,950,00
Proceeds, before expenses, to Ares Capital Coipo¢a} $1458 3 160,050,00

(1) Ares Capital Management LLC, will pay to the undetys, on our behalf, an additional sales loa8.825 per share, fi
a total sales load of $.675 per share. We will bligated to repay this amount, together with acdriméerest (a) if during
any four calendar quarter period ending on or dfterone year anniversary of the date of the cfpeirthe offering, the
sum of (i) our aggregate distributions to our stamklers and (ii) our change in net assets (defasetbtal assets less
indebtedness) equals or exceeds 7.0% of our netisasisthe beginning of such period (as adjustedriyg share issuanc
or repurchases) or (b) upon our liquidation.

(2 Before deducting expenses payable by us relatddsoffering, estimated at $1,600,000. The undiéeng have agreed
reimburse us for approximately $405,000 of sucteesps.

The underwriters will reserve up 89300 shares for sale directly or indirectly te&Management LLC or its affiliates. The
underwriters may also purchase up to an additiby&0,000 shares from us at the public offeringeggriess the underwriting discount, witl



30 days from the date of this prospectus to coverallotments. If the underwriters exercise thisapin full, the total public offering price
will be $189,750,000, the total underwriting disnb(sales load) paid by us will be $5,692,500,ttial underwriting discount paid on our
behalf by our investment adviser (subject to reirmbment as described in note (1) above) will b84§2250, and total proceeds, before
expenses, will be $184,057,500.

Neither the Securities and Exchangmfission nor any state securities commission ppso&ed or disapproved of these securitie
determined if this prospectus is truthful or contpléAny representation to the contrary is a crirhoféense.

The shares will be ready for deliveryor about October 8, 2004.

Merrill Lynch & Co. Wachovia Securitie:

Jefferies & Company, Inc.

The date of this prospectus is October 5, 2004.
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You should rely only on the infornmaticontained in this prospectus. We have not, hadihderwriters have not, authorized any other
person to provide you with different informatiohahyone provides you with different or inconsigtgriormation, you should not rely on it. \
are not, and the underwriters are not, making & td sell these securities in any jurisdictionemthe offer or sale is not permitted. You
should assume that the information appearing gghospectus is accurate only as of the date ofiahecover of this prospectus. Our
business, financial condition, results of operagiand prospects may have changed since that date.




PROSPECTUS SUMMARY

This summary highlights some of the informatiothia prospectus. It is not complete and may notaiorall of the information that
you may want to consider. You should read carethllymore detailed information set forth under ¥f®ctors" and the other informatic
included in this prospectus. Except where the cdrsigggests otherwise, the terms "we," "us,” "olthé Company" and "Ares Capital” refer
to Ares Capital Corporation; "Ares Capital Managemtieor "investment adviser" refers to Ares Capltédnagement LLC; "Ares
Administration” refers to Ares Technical Adminisioa LLC; and "Ares" refers to Ares Partners Managent Company LLC and its affiliat
companies, including Ares Management LLC.

THE COMPANY

Ares Capital is a newly organizedseld-end management investment company that kdsafil election to be treated as a business
development company, or a "BDC," under the Investn@®mpany Act of 1940, or the "1940 Act." Ares Galfs investment objectives are to
generate both current income and capital appreaidgiirough debt and equity investments by primanfesting in U.S. middle market
companies, where we believe the supply of primagpital is limited and the investment opportunities most attractive.

We anticipate that we will primaritwest in first and second lien senior loans amgjiterm mezzanine debt. First and second lien
senior loans generally are senior debt instrumtbiatisrank ahead of subordinated debt of the pastfmmpany. These loans also have the
benefit of security interests on the assets opth#folio company, which may rank ahead of or b@quto other security interests. Mezzanine
debt is subordinated to senior loans and is gdgaratecured. In some cases, we may also receim@mia or options in connection with our
debt investments. We expect that these investmghtitially range between $10 million and $30ltiwn each, although the investment sizes
may be more or less than the targeted range. Veaalicipate, to a lesser extent, making equitgstments in private middle market
companies. These investments will generally betleas $10 million each and made in conjunction wens we make to these companies. In
this prospectus, we generally use the term "middieket" to refer to companies with annual EBITDAvibeen $5 million and $50 million.
EBITDA represents net income before net interepeage, income tax expense, depreciation and armotiz

We expect that the first and secaew $enior loans will generally have stated terifrthiee to ten years and that the mezzanine debt
will generally have stated terms of up to ten yehws that the expected average life of such fingt second lien loans and mezzanine debt will
generally be between three and seven years. Hoytege is no limit on the maturity or durationasfy security in our portfolio. The debt that
we invest in will typically not be rated by anyireg agency, but we believe that if such investmergee rated, they would be below investmr
grade (rated lower than "Baa3" by Moody's or lotheam "BBB-" by Standard & Poor's). In addition, may invest without limit in debt of any
rating, including debt that has not been ratedryyreationally recognized statistical rating orgatian.

We believe that our investment advyi8ees Capital Management, will be able to leverdges' current investment platform, resoul
and existing relationships with financial sponséirmncial institutions, hedge funds and other stagent firms to provide us with attractive
investments. In addition to deal flow, we expeecttttihe Ares investment platform will assist ourdatment adviser in analyzing, structuring
monitoring investments. Ares' senior principalsénaorked together for many years and have subataxperience in investing in senior
loans, high yield bonds, mezzanine debt and priggtéty. The Company will also have access to thesAtaff of approximately 38 investmi
professionals and to the 19 administrative protesds employed by Ares who will provide assistaimcaccounting, legal, compliance and
investor relations.

While our primary focus will be torggrate current income and capital appreciationugiindnvestments in first and second lien senior
loans and mezzanine debt and, to a lesser extpiity securities of private companies, we intenéht@st up to 30% of the portfolio in
opportunistic investments. Such investments maldecinvestments in high-yield bonds, debt and tycgécurities
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in collateralized debt obligation vehicles and mdissed debt or equity securities of public companiée expect that these public companies
generally will have debt that is non-investmentdgraAs part of this 30% of the portfolio, we magalinvest in debt of companies located
outside of the United States, which investmentsatenticipated to be in excess of 5% of the ptidfat the time such investments are made.

About Ares

Ares is an independent Los Angeleselddirm with 76 employees that manages investriugrls that have approximately $5.0 billion
of committed capital. Ares was founded in 1997 lgyr@up of highly experienced investment profesdmna

Ares specializes in originating andnaging assets in both the leveraged finance avat@requity markets. Ares' leveraged finance
activities include the acquisition and manageméseaior loans, high yield bonds, mezzanine andiapsituation investments. Ares' private
equity activities focus on providing flexible, jumicapital to middle market companies. Ares hasatility to invest across a capital structure,
from senior secured floating rate debt to commaritgq

Upon completion of the offering Ane8l be comprised of the following groups:

. Capital Markets Group . The Ares Capital Markets Group currently manageariety of funds and investment vehicles that
have approximately $4.2 billion of committed capimimarily focusing on syndicated senior securhs, high yield bonds,
distressed debt and other liquid fixed income itmesnts. The Capital Markets Group focuses primanilyliquid fixed income
debt securities and other publicly traded debt isges.

. Private Debt Group . The Ares Private Debt Group, upon completiorhefaffering, will manage the assets of Ares Capitht
Private Debt Group will focus primarily on non-syeceted first and second lien senior loans and meagadebt.

. Private Equity Group . The Ares Private Equity Group manages the Arap@ate Opportunities Fund, or "ACOF," which has
$750 million of committed capital. ACOF generallykes private equity investments in middle markenganies and in
amounts substantially larger than the private ggoitestments anticipated to be made by Ares Clafiitee Private Equity Grot
generally focuses on control-oriented equity inresits in under-capitalized companies or compani#saapital structure
issues.

Ares' senior principals have beenkivay together as a group for many years and havavarage of over 20 years of experience in
leveraged finance, private equity, distressed debestment banking and capital markets. They aokdd by a large team of hightlsciplined
professionals. Ares' rigorous investment approadiased upon an intensive, independent financaysis, with a focus on preservation of
capital and diversification and active portfoliomagement. These fundamentals underlie Ares' invadtstrategy and have resulted in large
pension funds, banks, insurance companies, endotgraad high net worth individuals investing in Afaads.

Ares Capital Management

Ares Capital Management, our investhaelviser, will be initially served by a dedicataihination and transaction development team
of 5 investment professionals, including our PrestdMichael J. Arougheti, which team will be augreel by Ares' additional investment
professionals, primarily its 19 member Capital MaskGroup. Ares Capital Management's investmentwittee will have 5 members,
including Mr. Arougheti and 4 founding members o4 In addition, Ares Capital Management expexteverage off of Ares' entire
investment platform and benefit from the Ares inrent professionals' significant capital marketding and research expertise developed
through Ares industry analysts. Ares' industry gsial currently maintain research on over 600 conegadres funds have made investmen
over 650 companies in over 30 different industaed currently hold over 300 investments in ovedBferent industries.
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To further align Ares' interests witle interests of our stockholders, following coetjan of this offering Ares will own 666,667
shares of Ares Capital, which it will have purctdhfer an aggregate of approximately $10,000,0G8@public offering price.

MARKET OPPORTUNITY
We believe the environment for inirggtin middle market companies is attractive fa following reasons:

. We believe that many senior lenders have, in regeats, d-emphasized their service and product offeringsittdia market
businesses in favor of lending to large corporéiéats and managing capital markets transactions.

. We believe there is increased demand among pnwatdle market companies for primary capital. Mangahe-market firms
have faced increased difficulty raising debt in ¢hpital markets, due to a continuing preferencégimer size high yield bond
issuances.

. We believe there is a large pool of uninvestedaig\wequity capital for middle market companies. &pect private equity firms

will seek to leverage their investments by comtgnéapital with senior secured loans and mezzargéhe flom other sources.

COMPETITIVE ADVANTAGES

We believe that we have the followamnpetitive advantages over other capital progidemiddle market companies:

Existing investment platform

Ares currently manages approxima®&yo billion of committed capital in the relatedsasclasses of syndicated loans, high yield
bonds, mezzanine debt and private equity. We belfees’ current investment platform will provide@mpetitive advantage in terms of access
to origination and marketing activities and diligerfor Ares Capital.

Seasoned management team

Ares senior professionals have amameof over 20 years experience in leveraged é@aincluding substantial experience in
investing in leveraged loans, high yield bonds, raeme debt, distressed debt and private equityrgies. As a result of Ares' extensive
investment experience, Ares and its senior pridgipave developed a strong reputation in the dapigakets. We believe that this experience
will afford Ares Capital a competitive advantagedentifying and investing in middle market compamnivith the potential to generate positive
returns.

Experience and focus on middle market companies

Ares has historically focused on stveents in middle market companies and we expdmnefit from this experience. Our investn
adviser will use Ares' extensive network of relaibips with intermediaries focused on middle madoshpanies, to attract well-positioned
prospective portfolio company investments. In ddditour investment adviser will work closely withe investment professionals of the Ares
Capital Markets Group, who oversee a current plotfuf investments in over 300 companies, maingirextensive network of relationships,
and possess valuable insights into industry trends.

Disciplined investment philosophy

In making its investment decisionst, mvestment adviser intends to adopt Ares' lalagiding, consistent investment approach that
was developed over 12 years ago by several oditsders. Ares Capital Management's investment gtyilby and portfolio construction will
involve an assessment of the overall macroeconemizonment, financial markets and company-speo#fgearch and analysis.
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Our investment approach will emphasize capitalgmegtion, low volatility and minimization of dowrg risk.

Extensive industry focus

We intend to concentrate our investutivities in industries with a history of pretdible and dependable cash flows and in which
Ares' investment professionals historically have ggtensive investment experience. Since its ineeph 1997, Ares investment professionals
have invested in over 650 companies in over 3@ukfft industries, and over this time have develdpegHerm relationships with managem
teams and management consultants within thesetimeRisNe expect that the experience of Ares' itnaest professionals in investing across
these industries, throughout various stages oétle@omic cycle, will provide our investment advigéth access to ongoing market insights
and favorable investment opportunities.

Flexible transaction structuring

We expect to be flexible in structgrinvestments, the types of securities in whichinvest and the terms associated with such
investments. The principals of Ares have extensierience in a wide variety of securities for lageed companies with a diverse set of terms
and conditions. This approach and experience stendtlle our investment adviser to identify attkactnvestment opportunities throughout
economic cycle and across a company's capitaltateiso that we can make investments consistehtawit stated objectives.

Co-investment opportunities

We intend to co-invest with Ares fgri@ther than ACOF) when we believe it will be atkegeous for us to do so. As a BDC, we
would not generally be permitted to invest in aoytiplio company in which Ares or any of its aféites currently has an investment or make
any co-investments with Ares or its affiliates. Gequently, we intend to apply for an exemptive ofoEm the SEC that would permit us to co-
invest with funds managed by Ares. Any such ordiéirbe subject to certain terms and conditions.rEhie no assurance that the application for
exemptive relief will be granted by the SEC. Acdoglly, we cannot assure you that the Company wilpbrmitted to co-invest with funds
managed by Ares.

OPERATING AND REGULATORY STRUCTURE

Our investment activities will be naged by Ares Capital Management and supervisedibpaard of directors, a majority of whom
will be independent of Ares and its affiliates. Ait@apital Management is a newly formed investmdmuisar that will be registered under the
Investment Advisers Act of 1940, or the "Adviserst AUnder our investment advisory and managemgi@eanent, we have agreed to pay
Ares Capital Management an annual base managesebtabed on our total assets, as defined undé@dteAct (other than cash and cash
equivalents but including assets purchased witholmggd funds), and an incentive fee based on odopeance. See "Management—
Investment Advisory and Management Agreement.”

As a BDC, we will be required to cdgnpith certain regulatory requirements. While we aermitted to finance investments using
debt, our ability to use debt will be limited inrtan significant respects. We expect to borrondfsito make additional investments; however,
we do not expect to use debt until the proceedkisfoffering have been substantially invested. 'Segulation.” We intend to elect to be
treated for federal income tax purposes as a reggilavestment company, or a RIC, under Subchaptef the Internal Revenue Code of 1¢
or the "Code." See "Material U.S. Federal Income Cansiderations."

POTENTIAL INVESTMENTS

We recently entered into an agreematht Royal Bank of Canada and its affiliates ("RB@at grants us the exclusive right to
purchase, for approximately $150 million in caslibfect to certain adjustments) plus the assummtiaertain obligations arising after the
purchase (including funding




future advances under revolving loans), a portfofitbans and equity investments (the "Portfolitigt we believe satisfy our general
investment objectives. The Portfolio is primarigneprised of first and second lien senior loans,zarine debt and equity issued by middle
market companies. Our President, Michael J. Arotigivas formerly an employee of RBC and, along wWithp deVeer, Michael Smith and
two other investment professionals formerly emptbigg RBC who make up part of our investment adigsgedicated origination and
transaction development team, originated, managddrenitored substantially all of the investmentghie Portfolio. The same individuals
currently provide nondiscretionary advice with resipto the Portfolio pursuant to an investment salyi agreement with RBC (which advisory
agreement will terminate upon the consummatiomefgurchase of the Portfolio). In addition, in ceation with our due diligence
investigation, we have engaged an independentdiabadvisor to provide indicative market value taimns for the investments in the
Portfolio. Consents from various parties are rezplivith respect to the transfer or assignmentrabat all of the investments in the Portfolio.
We expect to receive substantially all necessamgents prior to the consummation of this offerMig intend to purchase substantially all of
the assets in the Portfolio concurrently with thesing of this offering. See "Business—Potentiaftfdtio Companies—The Portfolio.”

In addition, we are in discussionthwand have issued non-binding proposals to, afeempanies regarding our potential investment
in such companies through first and second lieinsdémans, mezzanine debt and preferred equity cWeently expect that we will use
borrowed funds to make any such investments.

The consummation of any of these stiments depends upon the completion of this offesimd, among other things, satisfactory
completion of our due diligence investigation of fhrospective portfolio company, our acceptandb®terms and structure of such
investment, the execution and delivery of satisfigctiocumentation and the receipt of any necessargents. Any such investments will be
made in accordance with our investment policies@odedures. We cannot assure you that we will naailyeof these investments.

The Portfolio and the companies dbsdrabove currently constitute all of our prospecinvestments. For a detailed description of
the proposed portfolio companies included in thefBiio, see "Business—Prospective Portfolio Conipari

LIQUIDITY

We intend to enter into an unsecueslving line of credit within 60 days followingé closing of this offering. While we have no
commitments or understandings with respect to suiae of credit, we have had discussions with sdfeancial institutions, including
affiliates of our underwriters, regarding their imgness to provide such a line of credit in amsuanging from $25 million up to $185 millic
With certain limited exceptions, we are only allaxte borrow amounts such that our asset coveragigefined in the 1940 Act, equals at least
200% after such borrowing. The amount of leverdge we employ will depend on our investment adigsand our board of directors'
assessment of market and other factors at thedfrany proposed borrowing. We cannot assure youbawill be able to obtain a line of
credit at all or on terms acceptable to us.

RISK FACTORS

Investing in this offering involveisks. The following is a summary of certain riskattyou should carefully consider before investing
in shares of our common stock. In addition, sesKRiactors" beginning on page 14 for a more detaliscussion of the factors you should
carefully consider before deciding to invest in oammon stock.

Risks Related to Our Business

. We are a new company with no operating history.

. Our investment adviser and the members of its tnvest committee have no experience managing a BDC.
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. A failure on our part to maintain our status astaBwould significantly reduce our operating flexityi.
. The Company may not replicate Ares' historical sgs«

. We are dependent upon Ares Capital Management'pdwspnnel for our future success and upon thegsscto Ares investme
professionals.

. Our financial condition and results of operatiotl @epend on our ability to manage future growtleetively.

. Our ability to grow will depend on our ability taise capital.

. We operate in a highly competitive market for irtwesnt opportunities.

. We will be subject to corporelevel income tax if we are unable to qualify asl€ F

. We may have difficulty paying our required disttiloms if we recognize income before or without recey cash representir
such income.

. Regulations governing our operation as a BDC Wil#ta our ability to, and the way in which we, miadditional capital.

. If our primary investments are deemed not to bdifyireg assets we could lose our status as a BDBegprecluded fror

investing according to our current business plan.

. If we incur indebtedness or issue senior secunitiesvill be exposed to additional risks, includihg typical risks associated
with leverage.

. We will be exposed to risks associated with chamgé&serest rates.

. When we are required to repay the amount paidaatiderwriters by our investment adviser on ouabietve may have to
realize losses.

. Many of our portfolio investments will be recordaidfair value as determined in good faith by ouardoof directors. As a resu
there will be uncertainty as to the value of ourtfodio investments.

. The lack of liquidity in our investments may adwdysaffect our busines

. We may experience fluctuations in our quarterlyhss

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

. Our investment adviser's liability will be limitedhder the investment management agreement, andledemnify our

investment adviser against certain liabilities, ethimay lead our investment adviser to act in deiskanner on our behalf than
it would when acting for its own account.

. We may be obligated to pay our manager incentivepamsation even if we incur a loss.

. Changes in laws or regulations governing our opg@rat or changes in the interpretation thereof, amgfailure by us to comp
with laws or regulations governing our operatiorsyradversely affect our business.

. Our ability to enter into transactions with ourilgdtes will be restricted.

Risks Related To Our Investments

. Our portfolio may be concentrated initially in enlted number of portfolio companies, which will gedt us to a risk of
significant loss if any of these companies defaniftsts obligations.

. Our investments may be risky, and you could lokergbart of your investmen
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. Economic recessions or downturns could impair autfplio companies and harm our operating res

. There may be circumstances where our debt invessnoenld be subordinated to claims of other creglito we could be subje
to lender liability claims.

. An investment strategy focused primarily on prilyateeld companies presents certain challengesjdtd) the lack of available
information about these companies and a greateevaibility to economic downturns.

. Our portfolio companies may incur debt or issueitycgecurities that rank equally with, or senioyaar investments in such
companies.

. Investments in equity securities involve a subsadegree of risk

. Our incentive fee may induce Ares Capital Managdrteemake certain investments, including specudaitivestments.

. Our investments in foreign debt may involve sigrfit risks in addition to the risks inherent in Urrestments. We may

expose ourselves to risks if we engage in hedgagsactions.

. We will initially invest a portion of the net proeds of this offering primarily in hi¢-quality shor-term investments, which wi
generate lower rates of return than those expdatedthe interest generated on first and secomditians and mezzanine debt.

. Other than the agreement relating to the purchBedPortfolio, we have not entered into any higdagreements with respe
to any portfolio company investments.

. When we are a debt or minority equity investor jmoatfolio company, we may not be in a positiorcémtrol the entity, and
management of the company may make decisions dliéd decrease the value of our portfolio holdings.

. Our board of directors may change our operatingcigal and strategies without prior notice or statller approval, the effec
of which may be adverse.

Risks Relating To This Offering

. There is a risk that you may not receive divideodthat our dividends may not grow over tir

. Provisions of the Maryland General Corporation Lawd of our charter and bylaws could deter takeattempts and have
adverse impact on the price of our common stock.

. Investing in our shares may involve an above awedegree of risk

. The market price of our common stock may fluctusagmificantly.

. We may allocate the net proceeds from this offelingays with which you may not agree.

. Prior to this offering, there has been no publigcketfor our common stock, and we cannot assuretlyauthe market price of

our shares will not decline following the offering.
. Investors in this offering will incur immediate dilon upon the closing of this offering.

. Sales of substantial amounts of our common stotkerpublic market may have an adverse effect emtarket price of our
common stock.

OUR CORPORATE INFORMATION

Our administrative offices are locht 1999 Avenue of the Stars, Suite 1900, Los Aesge€alifornia, 90067, telephone number
(310) 201-4200, and our executive offices are ledat 780 Third Avenue, 46th Floor, New York, Newrk' 10017, telephone number
(212) 750-7300.




Common stock offered by us

Shares outstanding after this offering

Use of proceeds

Additional Sales Load

Distributions

THE OFFERING

11,000,000 shares, excluding 1,650,000 sharesmifram stock issuable pursuant to the
overallotment option granted to the underwritese Tinderwriters will reserve up to
599,900 shares of common stock for sale to Arékeroffering.

11,066,767 shares, excluding 1,650,000 sharesmifram stock issuable pursuant to the
overallotment option granted to the underwrit

We expect substantially all of the net proceedmftbis offering to fund the initial
investments described under "Business—ProspectistéoRo Companies—Fhe Portfolio’
and to pay our operating expenses. We plan to ilkesemainder of the net proceeds of
this offering, if any, in portfolio companies in@rdance with our investment objectives
and the strategies described in this prospectusliRg such investments, we will invest
the net proceeds primarily in cash, cash equivaléniS. government securities and other
high-quality short-term investments, which may eggids substantially lower than the
income that we anticipate receiving once we aty folested in accordance with our
investment objectives. If we do not realize yidgligxcess of our expenses, we may incur
operating losses and the market price of sharesdaeline. See "Use of Proceed

Our investment adviser will pay to the underwritens our behalf, an additional sales load
of $2,475,000 ($2,846,250 if the overallotment optis exercised in full). This amount
will accrue interest at a variable rate that wiljusst quarterly equal to the three-month
LIBOR plus 2.00% per annum. As of September 3042@@ree-month LIBOR was
approximately 2.02%. We will be obligated to replaig amount, together with accrued
interest (a) if during any four calendar quartengeending on or after the one year
anniversary of the closing of the offering, the soiinfi) our aggregate distributions to our
stockholders and (ii) our change in net assetsn@efas total assets less indebtedness)
equals or exceeds 7.0% of our net assets at thiertireg of such period (as adjusted for
any share issuances or repurchases) or (b) updigaidation.

We intend to distribute quarterly dividends to stockholders out of assets legally
available for distribution. Our quarterly dividendsany, will be determined by our board
of directors.

Taxation

Dividend reinvestment plan

NASDAQ National Market symbc

Trading at a Discount

We intend to elect to be treated for federal incaaxepurposes as a RIC. As a RIC, we
generally will not pay corporate-level federal inu® taxes on any ordinary income or
capital gains that we distribute to our stockhaddes dividends. To maintain our RIC
status, we must meet specified sourcéaobme and asset diversification requirements
distribute annually an amount equal to at least @%ur ordinary income and realized
short-term capital gains in excess of realizedora-term capital losses, if any, reduced
by deductible expenses, out of assets legally @vailfor distribution. See "Risk Factors—
We will be subject to corporate level income tawé are unable to qualify as a RIC" and
"Distributions."

We have a dividend reinvestment plan for our stotiddrs. This is an "opt out" dividend
reinvestment plan. As a result, if we declare adaind, then stockholders' cash dividends
will be automatically reinvested in additional sb&of our common stock, unless they
specifically "opt out" of the dividend reinvestmeguén so as to receive cash dividends.
Stockholders who receive distributions in the farhstock will be subject to the same
federal, state and local tax consequences as stliekis who elect to receive their
distributions in cash. See "Dividend ReinvestmdahP

lIARCCII
Shares of closed-end investment companies frequizatle at a discount to their net asset

value. The possibility that our shares may tradediscount to our net asset value is
separate and distinct from the risk that our nsétgalue per share may decline. Our



Anti-takeover provisions

asset value immediately following this offering Miflect reductions resulting from the
sales load and the amount of the organization #edrg expenses paid by us. This risk
may have a greater effect on investors expectirsglicheir shares soon after completion
of the public offering and our shares may be mpgE@epriate for long-term investors than
for investors with shorter investment horizons. #denot predict whether our shares will
trade above, at or below net asset ve

Our board of directors will be divided into thrdasses of directors serving staggered
three-year terms. This structure is intended teigeus with a greater likelihood of
continuity of management, which may be necessarygdo realize the full value of our
investments. A staggered board of directors alsp seave to deter hostile takeovers or
proxy contests, as may certain other measures edibgtus. See "Description of Our
Stock."




Leverage

Management arrangements

Available information

We expect to borrow funds to make additional invesits. We expect to use this practice,
which is known as "leverage," to attempt to inceegeturns to our common stockholders,
but it involves significant risks. See "Risk Fastdr'Obligations and Indebtedness" and
"Regulation—Indebtedness and Senior Securitiesth\88rtain limited exceptions, we are
only allowed to borrow amounts such that our asseérage, as defined in the 1940 Act,
equals at least 200% after such borrowing. The amoiueverage that we employ will
depend on our investment adviser's and our boatddedtors' assessment of market and
other factors at the time of any proposed borrow

Ares Capital Management will serve as our investraeriser. Ares Administration will
serve as our administrator. For a description @sACapital Management, Ares
Administration, Ares and our contractual arrangets@rith these companies, see
"Management—Investment Advisory and Management émgent," and "—
Administration Agreement.

After completion of this offering, we will be reqed to file periodic reports, proxy
statements and other information with the SEC. Trifarmation will be available at the
SEC's public reference room in Washington, D.C. amthe SEC's Internet website at
http://www.sec.go.
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FEES AND EXPENSES

The following table is intended tsias you in understanding the costs and expensgésithinvestor in this offering will bear directly
indirectly. We caution you that some of the perages indicated in the table below are estimatesrandvary. Except where the context
suggests otherwise, whenever this prospectus cendaieference to fees or expenses paid by "yas;"dr "Ares Capital,” or that "we" will
pay fees or expenses, stockholders will indirelotlgr such fees or expenses as investors in AregaCap

Stockholder transaction expenses (as a percentagieadfering price):

Sales load paid by t 3.00%(1)
Offering expenses borne by 0.72%(2)
Dividend reinvestment plan expen: None (3)
Total stockholder transaction expenses paid k 3.72%
Sales load paid by our investment adviser on ohalb 1.5(%(4)
Total stockholder transaction expen 5.22%

Estimated annual expenses (as a percentage of nesats attributable to common stock):

Management fee 1.5(%(5)
Incentive fees payable under investment advisodyraanagement agreement (20% of realized
capital gains and 20% of [-incentive fee net investment income, subject teadetimitations) 0.0(%(6)
Interest payments on borrowed fur 0.00%(7)
Organizational expens: 0.1€%(8)
Other expense 1.2(%(9)
%(5)
Total annual expenses (estimat 2.8€(9)

(1)  The underwriting discounts and commissions witpeesto shares sold in this offering, which is a-time fee, is the only sales lo
paid in connection with this offering. See not@ e underwriters have agreed to reimburse us appately $405,000 for offering
expenses. See note 2.

(2)  Amount reflects estimated unreimbursed offeringesges of approximately $1,195,000 (our offeringezges are estimated to
$1,600,000 and the underwriters have agreed tdoreise us for approximately $405,000 of such expE@nse

3) The expenses of the dividend reinvestment plainaieded in "other expenses

4) Our investment adviser will pay to the underwritens our behalf, an additional 1.5% sales load4(#2,000; $2,846,250 if tF
underwriters elect to exercise the overallotmenioogn full). We will be obligated to repay thisn@unt, together with accrued interest
(a) if during any four calendar quarter period egddn or after the one year anniversary of the datee closing of the offering, the
sum of (i) our aggregate distributions to our staillers and (ii) our change in net assets (defasetbtal assets less indebtedness)
equals or exceeds 7.0% of our net assets at thenieg of such period (as adjusted for any shaeances or repurchases) or (b) upon
our liquidation.

(5) Our management fee is 1.5% of our total assets the cash and cash equivalents (which includestagurchased with borrow
amounts). For the purposes of this table, we hasemed that we have not incurred any indebtedoessquire assets and that we
maintain no cash or cash equivalents. See "Manageriavestment Advisory and Management Agreement.”

(6) We expect to fully invest the net proceeds frors tiffering within 90 days and may have capital gaind interest income that col
result in the payment of an incentive fee to owestment
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adviser in the first year after completion of tbffering. However, the incentive fee payable to imwestment adviser is based on our
performance and will not be paid unless we achtev&in goals. As we cannot predict whether we mgket the necessary performance
targets, we have assumed a base incentive fee af @i chart.

The incentive fee consists of two parts:

The first, payable quarterly in arrears, equals 20%ur pre-incentive fee net investment incomel(iding interest that is accrued but
not yet received in cash), subject to a 2.00% eugr{8% annualized) hurdle rate and a "catch-upVision measured as of the end of
each calendar quarter. Under this provision, in@agndar quarter, our investment adviser recaieeigcentive fee until our net
investment income equals the hurdle rate of 2.00%Hen receives, as a "catch-up,” 100% of ouripcentive fee net investment
income with respect to that portion of such presimtove fee net investment income, if any, that edsethe hurdle rate but is less than
2.50%. The effect of this provision is that, if pneentive fee net investment income exceeds 2.50&0y calendar quarter, our
investment adviser will receive 20% of our pre-imtdée fee net investment income as if a hurdle didenot apply.

The second, payable annually in arrears for eal@mdar year ending on or after December 31, 20fdals 20% of our net realized
capital gains, if any, computed net of all realizeghital losses and unrealized capital depreciation

We will defer cash payment of any incentive feeeot¥ise earned by our investment adviser if, dutimgmost recent four full calendar
guarter period ending on or prior to the date suayment is to be made, the sum of (a) our aggretistiebutions to our stockholders
and (b) our change in net assets (defined asdesats less indebtedness) is less than 8.0% okpassets at the beginning of such
period. These calculations will be appropriately pated during the first three calendar quarteltsviong the closing of this offering ai
will be adjusted for any share issuances or re@se

See "Management—Investment Advisory and Managegrgement."

Assumes we have not borrowed funds. Neither ourstnaent adviser's payment on our behalf of thetiaddil 1.5% sales load n
interest on this amount will be payable until thewrence of the events described in note 4 abess®uming that (i) we maintain no
cash or cash equivalents, (ii) we borrow for inwe=it purposes an amount equal to 40% of our tesata, and (iii) the annual interest
rate on the amount borrowed is 3%, our estimatadi@rexpenses (as a percentage of net assetsitlidy to common stock) would t

Management fee 2.1(%

Incentive fees payable under investment advisodyraanagement agreement (2

of realized capital gains and 20% of -incentive fee net investment incon 0.0(%

Interest payments on borrowed fur 1.2(%

Organizational expens: 0.1%

Other expense 1.2(%
Total annual expenses (estimat 4.66%

Our organizational expenses are -recurring.

Includes our estimated overhead expenses, inclysiggents under the administration agreement basedr projected allocable
portion of overhead and other expenses incurrefirbg
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Administration in performing its obligations undée administration agreement. See "Management—Aidirétion Agreement.”

Example

The following example demonstrateshojected dollar amount of total cumulative exggenover various periods with respect to a
hypothetical investment in our common stock. Ircakdting the following expense amounts, we haverassl we would have no leverage, that
none of our assets are cash or cash equivalemntshahour annual operating expenses would rentdhredevels set forth in the table above.

1 year 3years 5years 10 years
You would pay the following expenses on a $1,08@&tment, assuming a 5% ann
return(1) $ 65 $ 11€  $ 17t $ 327
1) The above illustration assumes that we will notizeaany capital gains computed net of all realizagital losses and unrealized capital depreciafibe expenses you would pay,

based on a $1,000 investment and assuming a 5%ilamturn resulting entirely from net realized ¢apgains (and therefore subject to the capitah gaientive fee), and otherwi
making the same assumptions in the example abawddwe: 1 year, $74; 3 years, $147; 5 years, $22@;10 years, $421. However, cash payment ofgpi¢at incentive fee
would be deferred if during the most recent four dalendar quarter period ending on or prior te ttate the payment set forth in the example i®tmbade, the sum of (a) our
aggregate distributions to our stockholders andgo)change in net assets (defined as total alesstéindebtedness) was less than 8.0% of our setsaat the beginning of such
period (as adjusted for any share issuances oralepses).

The foregoing table is to assist yjounderstanding the various costs and expenseartiavestor in our common stock will bear
directly or indirectly. While the example assumasrequired by the SEC, a 5% annual return, odopeance will vary and may result in a
return greater or less than 5%. The incentive feeuthe investment advisory and management agréewmleich, assuming a 5% annual
return, would either not be payable or have argirificant impact on the expense amounts shown aliewmt included in the example. If we
achieve sufficient returns on our investments,udiig through the realization of capital gainstrigger an incentive fee of a material amount,
our expenses, and returns to our investors, woellkligher. This example does not reflect repaymefntise sales load paid by our investment
adviser to the underwriters on our behalf, sinég itnlikely such amounts would be repayable utidelassumptions described above. In
addition, while the example assumes reinvestmeal dividends and distributions at net asset vghagticipants in our dividend reinvestment
plan will receive a number of shares of our comrmsimtk, determined by dividing the total dollar ambaf the dividend payable to a
participant by the market price per share of ounrrmn stock at the close of trading on the valuatiate for the dividend. See "Dividend
Reinvestment Plan" for additional information redjag our dividend reinvestment plan.

This example and the expenses in the table aboveositd not be considered a representation of our futte expenses, and actual
expenses (including the cost of debt, if any, andter expenses) may be greater or less than thoseosim.
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RISK FACTORS

Before you invest in our shares, you should be awéwarious risks, including those described belgau should carefully consider
these risk factors, together with all of the otihdormation included in this prospectus, before geeide whether to make an investment in our
common stock. The risks set out below are notnherisks we face. If any of the following everdsw, our business, financial condition and
results of operations could be materially adverssdfected. In such case, our net asset value amdr#ding price of our common stock could
decline, and you may lose all or part of your irtwesnt.

RISKS RELATING TO OUR BUSINESS
We are a new company with no operating history.

We were incorporated in April 2004e\Afe subject to all of the business risks andntaiogies associated with any new business,
including the risk that we will not achieve our @stment objectives and that the value of your itmaest could decline substantially.

Our investment adviser and the members of its invéient committee have no experience managing a BDC.

The 1940 Act imposes numerous coimg@n the operations of business development eoiep. For example, business development
companies are required to invest at least 70%aedf thtal assets primarily in securities of privatehinly traded U.S. public companies, cash,
cash equivalents, U.S. government securities amer digh quality debt investments that mature ia pear or less. Our investment adviser and
the majority of the members of our senior manageémemot have any experience managing or providiagagement consultant services ti
operating company, such as may be required of a.BIME investment adviser's and the members ofitsstment committee's lack of
experience in managing a portfolio of assets usdeh constraints may hinder their ability to takgantage of attractive investment
opportunities and, as a result, achieve our investrabjectives.

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 aBBC, we might be regulated as a closed-end investmompany under the 1940 Act, which
would significantly decrease our operating flextkil

The Company may not replicate Ares' historical sucess.

Our primary focus in making investrigewill differ from those of other private fundsatrare or have been managed by Ares'
investment professionals. Further, investors insACapital are not acquiring an interest in othexsAflunds. While Ares Capital may consider
potential co-investment participation in portfolivestments with other Ares funds (other than ACQIg)investment opportunities are
currently under consideration and any such investraetivity will be subject to, among other thingsgulatory and independent board men
approvals, the receipt of which, if sought, cartmtissured. Accordingly, we cannot assure youAthest Capital will replicate Ares' historical
success, and we caution you that our investmemtngtould be substantially lower than the retactseved by those private funds.

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

We will depend on the diligence, k&itd network of business contacts of the membfkefses Capital Management's investment
committee. We will also depend, to a significarteax, on Ares Capital Management's access to tresiment professionals of Ares and the
information and deal flow
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generated by Ares' investment professionals ircthese of their investment and portfolio managenaetivities. Our future success will
depend on the continued service of Ares Capitalddament's investment committee. The departureyobfithe members of Ares Capital
Management's investment committee, or of a sigmifiumber of the investment professionals or pastof Ares, could have a material
adverse effect on our ability to achieve our inmesit objectives. In addition, we cannot assuretiiatiAres Capital Management will remain
our investment adviser or that we will continudhttve access to Ares' investment professionals anfiirmation and deal flow.

Our financial condition and results of operation wil depend on our ability to manage future growth efectively.

Our ability to achieve our investmebjectives will depend on our ability to acquitetable investments and monitor and administer
those investments, which will depend, in turn, aeACapital Management's ability to identify, invi@sand monitor companies that meet our
investment criteria.

Accomplishing this result on a ceffective basis will be largely a function of Ar€spital Management's structuring of the investr
process and its ability to provide competent, dtterand efficient services to us. Our executiviicefs and the members of Ares Capital
Management will have substantial responsibilittesannection with their roles at Ares and with tileer Ares funds as well as responsibilities
under the investment advisory and management agrgeifhey may also be called upon to provide man@ggessistance to our portfolio
companies on behalf of our administrator. Theseat&ts on their time, which will increase as the nendf investments grow, may distract
them or slow the rate of investment. In order towgrwe and Ares Capital Management will need te,Hirain, supervise and manage new
employees. However, we cannot assure you thatwtyemployees will contribute to the work of theeatment adviser. Any failure to
manage our future growth effectively could haveaerial adverse effect on our business, finan@atition and results of operations.

Our ability to grow will depend on our ability to r aise capital.

We will need to periodically accelss tapital markets to raise cash to fund new imvests. Unfavorable economic conditions could
increase our funding costs, limit our access tactygtal markets or result in a decision by lenaetsto extend credit to us. An inability to
successfully access the capital markets could bonitability to grow our business and fully execote business strategy and could decrease
our earnings, if any.

We intend to enter into an unsecuestlving line of credit within 60 days followingé closing of this offering. While we have no
commitments or understandings with respect to sulafe of credit, we have had discussions with sfeancial institutions, including
affiliates of our underwriters, regarding their imgness to provide such a line of credit in amsuanging from $25 million up to $185 millic
With certain limited exceptions, we are only allaxte borrow amounts such that our asset coveragigefined in the 1940 Act, equals at least
200% after such borrowing. The amount of leverage we employ will depend on our investment adigsand our board of directors'
assessment of market and other factors at thedfrany proposed borrowing. We cannot assure youbawill be able to obtain a line of
credit at all or on terms acceptable to us.

We operate in a highly competitive market for inveiment opportunities.

A number of entities will compete wiis to make the types of investments that we tolanake in middle market companies. We will
compete with other business development compapigsic and private funds, commercial and investnimks, commercial financing
companies, insurance companies, high yield investa@dge funds, and, to the extent they providatamnative form of financing, private
equity funds. Many of our competitors are substdigtiarger and have considerably
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greater financial, technical and marketing resagitbean we do. Several other business developmempaimies have recently raised, or are
expected to raise, significant amounts of capéati may have investment objectives that overlap witrs, which may create competition for
investment opportunities. Some competitors may lalesver cost of funds and access to funding seutlta are not available to us. In
addition, some of our competitors may have higtsdrtolerances or different risk assessments, wbithd allow them to consider a wider
variety of investments and establish more relatigpssthan us. Furthermore, many of our competioesnot subject to the regulatory
restrictions that the 1940 Act will impose on usaeBDC. We cannot assure you that the competitigssures we face will not have a material
adverse effect on our business, financial condisiod results of operations. Also, as a resultisfecbmpetition, we may not be able to take
advantage of attractive investment opportunitiesnftime to time, and we cannot assure you that iNde/able to identify and make
investments that meet our investment objectives.

We will not seek to compete primablysed on the interest rates we will offer and eleelse that some of our competitors may make
loans with interest rates that will be comparablertlower than the rates we offer.

We may lose investment opportuniti@ge do not match our competitors' pricing, teramsl structure. 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 are unable to qualify as a RIC.
To qualify as a RIC under the Code,must meet certain income source, asset divaasdit and annual distribution requirements.

The annual distribution requirementd RIC is satisfied if we distribute to our stholders on an annual basis an amount equal to at
least 90% of our ordinary income and realized hettsterm capital gains in excess of realized aegtterm capital losses, if any, reduced by
deductible expenses. Because we may use debtifirggincthe future, we may be subject to certaireaseverage ratio requirements under the
1940 Act and financial covenants under loan agregsibat could, under certain circumstances, r#sis from making distributions necessary
to qualify as a RIC. If we are unable to obtainhciiem other sources, we may fail to qualify asl@ Bnd, thus, may be subject to corporate-
level income tax.

To qualify as a RIC, we must also treegtain asset diversification requirements ateth@ of each calendar quarter. Failure to meet
these tests may result in our having to (i) dispafsgertain investments quickly or (ii) raise aduital capital to prevent the loss of RIC statu
we purchase substantially all of the investmenthéPortfolio, we will be required to dispose eftain investments or raise additional capital
to meet the asset diversification requirementatethd of this year. Because most of our investmeititbe in private companies, any such
dispositions could be made at disadvantageousspaicd may result in substantial losses. While wenihto enter into an unsecured revolving
line of credit that would provide sufficient additial capital within 60 days following the closinfitbis offering, we cannot assure you that we
will be able to obtain a line of credit at all ar terms acceptable to us. In addition, if we raidditional capital to satisfy the asset
diversification requirements, it could take a longiee to invest such capital. During this periag, will invest in temporary investments, such
as cash and cash equivalents, which we expecearill yields substantially lower than the interasbime that we anticipate receiving in res
of investments in first and second lien senior foand mezzanine debt.

If we fail to qualify as a RIC foryaneason and become or remain subject to corporatene tax, the resulting corporate taxes could
substantially reduce our net assets, the amount of
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income available for distribution and the amountof distributions. Such a failure would have aemiat 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 federal income tax purposes, Wkeinclude in income certain amounts that we haeéyet received in cash, such as original issue
discount, which may arise if we receive warrantsdnnection with the making of a loan or possiblyther circumstances, or contracted
payment-in-kind interest, which represents contraldnterest added to the loan balance and dueearid of the loan term. Such original issue
discount or increases in loan balances will beuidet in income before we receive any corresponciis payments. We also may be required
to include in income certain other amounts thatwenot receive in cash, including, for examplenacash income from pay-in-kind securities
and deferred payment securities.

Since in certain cases we may reaggimicome before or without receiving cash repréisgrsuch income, we may have difficulty
meeting the tax requirement to distribute an ameauogl to at least 90% of our ordinary income aradized net short-term capital gains in
excess of realized net long-term capital losseanyf reduced by deductible expenses, to maintaistatus as a RIC. Accordingly, we may
have to sell some of our investments at times weldvoot consider advantageous, raise additional alebquity capital or reduce new
investment originations to meet these distributieguirements. If we are not able to obtain castfother sources, we may fail to qualify as a
RIC and thus be subject to corporate-level incaame $ee "Material U.S. Federal Income Tax Constiera—Taxation as a RIC."

If a portfolio company defaults ofoan that is structured to provide accrued intelieg possible that accrued interest previouslgd
in the calculation of the incentive fee will becomollectible. The investment adviser is not uraigr obligation to reimburse us for any part
of the incentive fee it received that was basedamued income that we never receive as a resaldefault by an entity on the obligation that
resulted in the accrual of such income.

Regulations governing our operation as a BDC will ffiect our ability to, and the way in which we, raig additional capital.

We may issue debt securities or pretestock, which we refer to collectively as "serdgecurities,” and borrow money from banks or
other financial institutions up to the maximum ambpermitted by the 1940 Act. Under the provisiohghe 1940 Act, we will be permitted,
a BDC, to incur indebtedness or issue senior s@esionly in amounts such that our asset covergdefined in the 1940 Act, equals at least
200% after such incurrence or issuance. If theevalour assets declines, we may be unable tdysttiis test, which would prohibit us from
paying dividends and could prevent us from mairtgrour status as a RIC. If we cannot satisfy thé$, we may be required to sell a portio
our investments and, depending on the nature ofeverage, repay a portion of our indebtednesgiat@when such sales may be
disadvantageous.

We are not generally able to issug seil our common stock at a price below net asslee per share. We may, however, sell our
common stock, or warrants, options or rights touregour common stock, at a price below the curneitasset value of the common stock if
our board of directors determines that such sdletise best interests of Ares Capital and itsidtotders, and our stockholders approve such
sale. In any such case, the price at which ourrgesuare to be issued and sold may not be lessdhprice which, in the determination of our
board of directors, closely approximates the mavkéte of such securities (less any commissionsmodint). If our common stock trades at a
discount to net asset value, this restriction caaldersely affect our ability to raise capital.
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In addition, we may in the future lsé@ securitize our loans to generate cash foritghdew investments. To securitize loans, we may
create a wholly-owned subsidiary and contributeal pf loans to the subsidiary. This could incldbde sale of interests in the subsidiary on a
non-recourse basis to purchasers who we would expée willing to accept a lower interest ratérteest in investment grade loan pools, and
we would retain a portion of the equity in the s@&ed pool of loans. An inability to successfuligcuritize our loan portfolio could limit our
ability to grow our business, fully execute ouribess strategy and decrease our earnings, if dreys&curitization market is subject to
changing market conditions and we may not be abéetess this market when we would otherwise demroariate. Moreover, the successful
securitization of our loan portfolio might exposeto losses as the residual loans in which we deelbinterests will tend to be those that are
riskier and more apt to generate losses. The 1@40n&y also impose restrictions on the structuranyf securitization.

If our primary investments are deemed not to be quiifying assets, we could lose our status as a BDClwe precluded from investing
according to our current business plan.

If we are to maintain our status &DdC, we must not acquire any assets other thaalifging assets" unless, at the time of and after
giving effect to such acquisition, at least 70%oof total assets are qualifying assets. If we aeggenior loans, mezzanine investments or
equity securities from an issuer that has outstandiarginable securities at the time we make aestment, these acquired assets may not be
treated as qualifying assets. See "Regulation—@iradi Assets.” This results from the definition"efigible portfolio company” under the
1940 Act, which in part looks to whether a comphaag outstanding marginable securities.

Amendments promulgated in 1998 byRbard of Governors of the Federal Reserve SysbeRegulation T under the Securities
Exchange Act of 1934 (the "Exchange Act"), expanitheddefinition of marginable security to includeyanon-equity security. These
amendments have raised questions as to whetharaaepcompany that has outstanding debt would fyuati an eligible portfolio company.

We believe that the senior loans mwedzanine investments that we propose to acquingléteonstitute qualifying assets because the
privately held issuers will not, at the time of aavestment, have outstanding marginable secuffitiethe reasons set forth in this paragraph.
First, we expect to make a large portion of ouestments in companies that, to the extent they Aayeutstanding debt, have issued such
debt on terms and in circumstances such that seichsthould not, under existing legal precedentsbeurities” under the Exchange Act and
therefore should not be deemed marginable seautitider Regulation T. Second, we believe that,lghedifferent position be taken such that
those investments may be securities, they sholllldiast be marginable securities. In particularbtithat does not trade in a public secondary
market or is not rated investment grade is generalt a margin eligible security under the ruleskelished by the seliegulatory organization
including the New York Stock Exchange and Natiohsdociation of Securities Dealers, that governténms on which broker-dealers may
extend margin credit. Unless the questions raigeithdo amendments to Regulation T have been addrégskegislative, administrative or
judicial action that contradicts our interpretatiore intend to treat as qualifying assets only éhgenior loans and mezzanine investments
at the time of our investment, are issued by ameisthat does not have outstanding a class of matigjible securities. Likewise, we will treat
equity securities issued by a portfolio companyaalifying assets only if such securities are idsoyea company that has no margin eligible
securities outstanding at the time we purchase sectrities.

To date, we do not believe that githe SEC or its staff has taken any position wétspect to our analysis of the issues discussed
above. We intend to adjust our investment focusesled to comply with and/or take advantage offatwye administrative position, judicial
decision or legislative action.
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If there were a court ruling or regfoky decision that conflicts with our interpreteits, we could lose our status as a BDC or be
precluded from investing in the manner describeithig prospectus, either of which would have a m@tadverse effect on our business,
financial condition and results of operations. Seé\ny failure on our part to maintain our statusaaBDC would reduce our operating
flexibility." Such a ruling or decision also maygrére that we dispose of investments that we madedbon our interpretation of Regulation T.
Such dispositions could have a material adverseedin us and our stockholders. We may need toskspf such investments quickly, which
would make it difficult to dispose of such investiteeon favorable terms. In addition, because thgses of investments will generally be
illiquid, we may have difficulty in finding a buyemnd, even if we do find a buyer, we may have liclse investments at a substantial loss. See
"Changes in laws or regulations governing our ot@na, or changes in the interpretation thereod, amy failure by us to comply with laws or
regulations governing our operations may adverafgct our business."

If we incur indebtedness or issue senior securitiese will be exposed to additional risks, includinghe typical risks associated with
leverage.

We may borrow funds or issue sengmusities to make additional investments. Initialyr only leverage will consist of our
obligation to repay our investment adviser's paynearour behalf of the additional 1.5% sales loagigble to the underwriters. Consistent v
our long-term investment strategy, we intend teeimto an unsecured revolving line of credit witlsi0 days after consummation of this
offering. While we have no commitments or underdilags with respect to such a line, we have hadudsions with several financial
institutions, including affiliates of our underveis, regarding their willingness to provide sudima of credit in amounts ranging from
$25 million up to $185 million. See "Obligationsdaimdebtedness." With certain limited exceptions,are only allowed to borrow amounts
such that our asset coverage, as defined in the A4 is at least 200% after such borrowing. Theant of leverage that we employ will
depend on our investment adviser's and our boatidredtors' assessment of market and other faatdise time of any proposed borrowing.
There is no assurance that a leveraging stratelypevsuccessful. Leverage involves risks and specinsiderations of stockholders, includi

. There is a likelihood of greater volatility of retset value and market price of the shares thamaarable portfolio without
leverage.
. We will be exposed to increased risk of loss ifineur debt or issue senior securities to finaneestments because a decrease

in the value of our investments would have a greadgative impact on our returns and thereforevtiee of our common stock
than if we did not use leverage.

. It is likely that such debt or securities will bevggrned by an instrument containing covenantsictisiy our operating flexibility
These covenants may impose asset coverage orrmemisportfolio composition requirements that argergiringent than those
imposed by the 1940 Act and could require us taidigte investments at an inopportune time.

. We, and indirectly our stockholders, will bear tuest of leverage, including issuance and servicivgys.

. Any convertible or exchangeable securities thatssee in the future may have rights, preferencespaivileges more favorable
than those of our common stock.

Any requirement that we sell assétslass to redeem or pay interest or dividendarpnleverage or for other reasons would reduce
our net asset value and also make it difficulttfer net asset value to recover. Our investmensadend our board of directors in their best
judgment
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nevertheless may determine to use leverage ifélpgct that the benefits to our stockholders oftaiing the leveraged position will
outweigh the risks.

We will be exposed to risks associated with chang@sinterest rates.

General interest rate fluctuationg/rhave a substantial negative impact on our investmand investment opportunities and,
accordingly, may have a material adverse effeéheestment objectives and our rate of return oregated capital. In addition, an increase in
interest rates would make it more expensive todee to finance our investments. Trading pricegifst that pays a fixed rate of return ten
fall as interest rates rise. Trading prices tenfiuctuate more for fixed-rate securities that hboreger maturities. Although we have no policy
governing the maturities of our investments, uragrent market conditions we expect that we wiest in a portfolio of debt generally hav
maturities of up to 10 years. This means that wehaisubject to greater risk (other things beiggad) than a fund investment solely in shorter-
term securities. A decline in the prices of thetded own could adversely affect the trading pritewr shares.

When we are required to repay the amount paid to th underwriters by our investment adviser on our behlf, we may have to realize
losses and the amount that we have available foriestment may be reduced.

Our investment adviser will pay te tinderwriters, on our behalf, an additional 1.38ésload with respect to the offering of our
shares in the aggregate amount of $2,475,000 (628a if the overallotment option is exerciseduh)f We will be obligated to repay this
amount, together with accrued interest (a) if dyamy four calendar quarter period ending on @rdfte one year anniversary of the date o
closing of the offering, the sum of (i) our aggrigdistributions to our stockholders and (ii) obange in net assets (defined as total assets les
indebtedness) equals or exceeds 7.0% of our netisaatsthe beginning of such period (as adjustedrig share issuances or repurchases) or
(b) upon our liguidation. To meet our obligationg¢pay this amount while making distributions tw stockholders necessary to maintain our
RIC status and avoid the imposition of federal mecand excise taxes, we may have to dispose aft@mpaof our investments. Any such
disposition could result in our realizing lossed aaduce the amount that we have available forsiment.

Many of our portfolio investments will be recordedat fair value as determined in good faith by our bard of directors. As a result, there
will be uncertainty as to the value of our portfolb investments.

A large percentage of our portfoliweéstments will be investments that are not puplidded. The fair value of investments that are
not publicly traded may not be readily determinalile will value these investments quarterly at fa@ilue as determined in good faith by our
board of directors. However, we may be requiredaioe our investments more frequently as determinggbod faith by our board of directors
to the extent necessary to reflect significant évaffecting their value. Where appropriate, owardoof directors may utilize the services of an
independent valuation firm to aid it in determiniiagr value. The types of factors that may be adexsd in valuing our investments include the
nature and realizable value of any collateral pbefolio company's ability to make payments asceirnings, the markets in which the
portfolio company does business, comparison toiglylitaded companies, discounted cash flow andratblevant factors. Because such
valuations, and particularly valuations of privateestments and private companies, are inherenttgiain, may fluctuate over short period
time and may be based on estimates, our determsatif fair value may differ materially from thelwas that would have been used if a ready
market for these investments existed. Our net asde¢ could be adversely affected if our deteritindmes regarding the fair value of our
investments are materially higher than the valbhaswe ultimately realize.
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The lack of liquidity in our investments may advergly affect our business.

We will generally make investmentgpiivate companies. Substantially all of these steents will be subject to legal and other
restrictions on resale or will otherwise be legsilil than publicly traded securities. The illiquydof our investments may make it difficult for
us to sell such investments if the need ariseadttition, if we are required to liquidate all opartion of our portfolio quickly, we may realize
significantly less than the value at which we hpxeviously recorded our investments. In additioa,may face other restrictions on our ability
to liquidate an investment in a portfolio compaayte extent that we or an affiliated manager afsAnas material non-public information
regarding such portfolio company.

We may experience fluctuations in our quarterly resits.

We could experience fluctuations im quarterly operating results due to a numbenofdrs, including the interest rate payable on the
debt investments we make, the default rate on swastments, the level of our expenses, variatiorsd the timing of the recognition of
realized and unrealized gains or losses and theeddg which we encounter competition in our maleatd general economic conditions. As a
result of these factors, results for any perioduthaot be relied upon as being indicative of perfance in future periods.

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

Certain of our executive officers atigectors, and members of the investment commitferir investment adviser serve or may serve
as officers, directors or principals of other eesitand affiliates of our adviser and investment&imanaged by our affiliates. Accordingly, t
may have obligations to investors in those entities fulfillment of which might not be in the bésterests of us or our stockholders or that
may require them to devote time to services foeo#ntities, which could interfere with the timeadable to provide services to us. For
example, Messrs. Ressler, Rosenthal, Kissick antdsSeach are and, following this offering, will tome to be, founding members of Ares
with significant responsibilities for other Aresfis. Mr. Ressler and Mr. Rosenthal are requiretbtmte a substantial majority of their
business time, and Mr. Kissick is required to dewamajority of his business time, to the affair&GOF. Ares believes that the efforts of
Messrs. Ressler, Rosenthal and Kissick relativerés Capital and ACOF will be synergistic with dpeheficial to the affairs of each of Ares
Capital and ACOF.

Although other Ares funds generalijl have different primary investment objectivesathAres Capital, they may from time to time
invest in asset classes similar to those targeteirbs Capital. Ares Capital Management will endeawe allocate investment opportunities i
fair and equitable manner, and in any event cogrsistith any fiduciary duties owed to Ares Capitdevertheless, it is possible that we may
not be given the opportunity to participate in agrtinvestments made by investment funds manageaviegtment managers affiliated with
Ares Capital Management.

As a result of regulatory restricBpme are not permitted to invest in any portfalionpany in which Ares or any affiliate currentlys
an investment. However, we intend to apply for aeneptive order from the SEC that would permit ujsct to certain terms and conditions,
to co-invest with the funds managed by Ares. Assigméceipt of a favorable exemptive order from3iiC, we anticipate that, subject to
certain terms and conditions, Ares funds (othen th&OF) may invest in the same portfolio compamigshe Company due to similarities in
certain of their investment strategies.

We will pay management and incenfees to Ares Capital Management, and will reimbuyses Capital Management for certain
expenses it incurs. As a result, investors in @mmon stock will invest on a "gross" basis and irexdistributions on a "net" basis after
expenses, resulting in, among other things, a loaterof return than one might achieve throughatlirevestments.
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Ares Capital Management's managefieentvill be based on a percentage of our totaltagséher than cash or cash equivalents but
including assets purchased with borrowed funds)Amed Capital Management may have conflicts ofrggein connection with decisions that
could affect the Company's total assets, such isides as to whether to incur debt.

The incentive fees payable to ouestment adviser are subject to certain hurdlesh&@xtent we or Ares Capital Management are
able to exert influence over our portfolio companitese hurdles may provide Ares Capital Managéesebject to its fiduciary duty to us)
with an incentive to induce our portfolio companiesccelerate or defer interest or other obligegtiowed to us from one calendar quarter to
another under circumstances where accrual wouldthetrwise occur, such as acceleration or defefrdile declaration of a dividend or the
timing of a voluntary redemption. Acceleration dfigations may result in stockholders recogniziagable gains earlier than anticipated, w
deferral of obligations creates incremental rislkaofobligation becoming uncollectible in whole mipiart if the issuer of the security suffers
subsequent deterioration in its financial conditidny such inducement by the investment advisezlgdbr the purpose of adjusting the
incentive fees would be a breach of the investraduaiser's fiduciary duty to us.

The part of the incentive fee paydhleus that relates to our pre-incentive fee negstment income will be computed and paid on
income that may include interest that is accruechbtiyet received in cash. If a portfolio compalefaults on a loan that is structured to
provide accrued interest, it is possible that aegdrimterest previously used in the calculatiorhefincentive fee will become uncollectible.

We will rent office space from Aresgliinistration, an affiliate of Ares Capital Managem and pay Ares Administration our
allocable portion of overhead and other expensasgiad by Ares Administration in performing its mations under the administration
agreement, including rent and our allocable portibthe cost of our officers and their respectitadfs. Furthermore, our investment adviser
will pay to the underwriters, on our behalf, anitiddal 1.5% sales load with respect to the offgrf our shares in the aggregate amount of
$2,475,000 ($2,846,250 if the overallotment opt®axercised in full). This amount must be reimledrender certain circumstances.

See "Obligations and Indebtedness." As a resuheade arrangements, there may be times when thagearent team of Ares Capital
Management has interests that differ from thoseuofstockholders, giving rise to a conflict.

Our stockholders may have conflictimgestment, tax and other objectives with respetiieir investments in us. The conflicting
interests of individual stockholders may relatetarise from, among other things, the nature ofiovestments, the structure or the acquisi
of our investments, and the timing of dispositidroor investments. As a consequence, conflictai@rest may arise in connection with
decisions made by our investment adviser, inclughit respect to the nature or structuring of aweistments, that may be more beneficial for
one stockholder than for another stockholder, géafigevith respect to stockholders' individual tsituations. In selecting and structuring
investments appropriate for us, our investmentsauiill consider the investment and tax objectiokAres Capital and our stockholders as a
whole, not the investment, tax or other objectiokany stockholder individually.

Our President, Michael J. Aroughetis formerly an employee of RBC and, along with 8&Veer, Mr. Smith and two other
investment professionals formerly employed by RB@wnake up part of our investment adviser's ortigpnaand transaction development
team originated, managed and monitored substanghlbf the investments in the Portfolio descrilledBusiness—Prospective Investments"
on behalf of RBC. The same individuals currentlgyide nondiscretionary advice with respect to tbetfBlio pursuant to an investment
advisory agreement with RBC (which advisory agrestméll terminate upon the consummation of the pase of the Portfolio).

Mr. Arougheti, together with two others who haveexted employment agreements with our investmerised
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controls an entity that has a right of first refusia the Portfolio, which has been waived in cotiimecwith our purchase of the Portfolio.

Our investment adviser's liability will be limited under the investment management agreement, and wellwndemnify our investment
adviser against certain liabilities, which may leadur investment adviser to act in a riskier mannemn our behalf than it would when
acting for its own account.

Our investment adviser has not assuamg responsibility to us other than to rendersttivices described in the investment
management agreement, and it will not be respaméiinlany action of our board of directors in deitlg to follow our investment adviser's
advice or recommendations. Pursuant to the invegtmanagement agreement, our investment adviseitanthnaging members, officers and
employees will not be liable to us for their actsder the investment management agreement, abgBuak misfeasance, bad faith, gross
negligence or reckless disregard in the performafdtieeir duties. We have agreed to indemnify, ddfand protect our investment adviser and
its managing members, officers and employees wipect to all damages, liabilities, costs and es@&nesulting from acts of our investment
adviser not arising out of willful misfeasance, faith, gross negligence or reckless disregartiénperformance of their duties under the
investment management agreement. These protectiapdead our investment adviser to act in a riskianner when acting on our behalf than
it would when acting for its own account.

We may be obligated to pay our manager incentive agpensation even if we incur a loss.

Our investment adviser will be emfitlto incentive compensation for each fiscal quamtan amount equal to a percentage of the
excess of our investment income for that quartefafie deducting incentive compensation, net opggdtisses and certain other items) above a
threshold return for that quarter. Our pre-incemfige net investment income for incentive compémsaturposes excludes realized and
unrealized capital losses that we may incur infigel quarter, even if such capital losses resudt net loss on our statement of operations for
that quarter. Thus, we may be required to pay camager incentive compensation for a fiscal quaen if there is a decline in the value of
our portfolio or we incur a net loss for that qeart

Under the investment advisory and age@ment agreement, we will defer cash paymentyfrarentive 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 sun
of (a) our aggregate distributions to our stockeamddand (b) our change in net assets (defineda@sasets less indebtedness) is less than 8.0%
of our net assets at the beginning of such peflibdse calculations will be appropriately pro radeding the first three calendar quarters
following the closing of this offering and will ksdjusted for any share issuances or repurchases.

Changes in laws or regulations governing our operans, or changes in the interpretation thereof, anény failure by us to comply with
laws or regulations governing our operations may agersely affect our business.

We and our portfolio companies wil fubject to regulation by laws at the local, staue federal levels. These laws and regulatior
well as their interpretation, may be changed frometto time. Accordingly, any change in these lawsegulations, or their interpretation, or
any failure by us to comply with these laws or dlagons may adversely affect our business. As dised above, there is a risk that certain
investments that we intend to treat as qualifyisgess will be determined to not be eligible forlstreatment. Any such determination would
have a material adverse effect on our businesaddition, as described above, legislation currepglgding in Congress would, if adopted, alter
the criteria used to determine if a company islagibde portfolio company under the 1940 Act by péiting qualifying investments to be made
by business development companies in a broadee raihgompanies. We cannot assure you that thislégin will be enacted, or if enacted,
that it would
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not be materially different than what has been psegl. If the pending legislation, or other legislatis enacted, new rules are adopted or
existing rules are materially amended, it may bexzomore difficult for us to identify investment oppmities and may require us to change our
investment objectives or policies set forth in ghisspectus, or conceivably seek stockholder agptovcease to be regulated as a business
development company. Any such changes, if theymoowld adversely affect our business and theevafyyour investment.

Our ability to enter into transactions with our affiliates will be restricted.

We will be prohibited under the 194€t from knowingly participating in certain trangimns with our affiliates without the prior
approval of our independent directors. Any perda dbwns, directly or indirectly, 5% or more of autstanding voting securities will be our
affiliate for purposes of the 1940 Act and we \giéinerally be prohibited from buying or selling a®curity from or to such affiliate, absent the
prior approval of our independent directors. ThéQAct also prohibits "joint" transactions with affiliate, which could include investments
the same portfolio company (whether at the santiffarent times), without prior approval of our epkendent directors. If a person acquires
more than 25% of our voting securities, we willgyehibited from buying or selling any security franto such person, or entering into joint
transactions with such person, absent the priorosap of the SEC.

RISKS RELATED TO OUR INVESTMENTS

Our portfolio may be concentrated initially in a limited number of portfolio companies, which will sulject us to a risk of significant loss
if any of these companies defaults on its obligatis.

We may initially invest the net preds of this offering in a limited number of compamand estimate that we may be invested in
fewer than 20 portfolio companies after full invasnt of the net proceeds of this offering and ketbe incurrence of any debt. This number
may be higher or lower depending on the amountofgsets under management at any given time, n@skditions and the extent to which
we employ leverage, and will likely fluctuate owine. A consequence of this limited number of inweants is that the aggregate returns we
realize may be significantly adversely affected #mall number of investments perform poorly avéf need to write down the value of any
investment. Beyond our income tax diversificatiequirements, we do not have fixed guidelines feediification, and our investments could
be concentrated in relatively few portfolio compemi

Our investments may be risky, and you could lose labr part of your investment.

The debt that we intend to invegsitypically not rated by any rating agency, butlveieve that 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 havinggmaéaantly 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 will invest in
assets other than mezzanine investments includstgahd second lien loans, high-yield securiti¢s§. government securities, credit
derivatives and other structured securities anthicedirect equity investments. These investmerilisewtail 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@anges in interest rates, such debt could subgetd phantom income, and since we will
generally not receive any cash prior to maturityhaef debt, the investment will be of greater risk.
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In addition, investments in middlerket companies involve a number of significant siskcluding:

. 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 realizing/gjuarantees 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,dikath, disability
resignation or termination of one or more of thpeesons could have a material adverse impact opattfiolio company and, in
turn, on us;

. 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 suibisti additional capital to
support their operations, finance expansion or taairtheir competitive position. In addition, oweeutive officers, directors
and our investment adviser may, in the ordinarysewf business, be named as defendants in lagigatising from our
investments in the portfolio companies; and

. they may have difficulty accessing the capital neésko meet future capital needs.

When we invest in first and secormah Isenior loans or mezzanine debt, we may acqureamts or other equity securities as well. Our
goal is ultimately to dispose of such equity ing#seand realize gains upon our disposition of sntrests. However, the equity interests we
receive may not appreciate in value and, in faety ahecline in value. Accordingly, we may not beedldl realize gains from our equity intere
and any gains that we do realize on the disposifany equity interests may not be sufficient tiset any other losses we experience.

Economic recessions or downturns could impair our prtfolio companies and harm our operating results.

Many of our portfolio companies maysusceptible to economic slowdowngegessions and may be unable to repay our loafsy
these periods. Therefore, our npaforming assets are likely to increase and thgevaf our portfolio is likely to decrease durifgese periods
Adverse economic conditions also may decreaseghe \of collateral securing some of our loans &edvelue of our equity investments.
Economic slowdowns or recessions could lead tanfifed losses in our portfolio and a decrease iemeres, net income and assets. Unfavol
economic conditions also could increase our fundimgfs, limit our access to the capital marketsesult in a decision by lenders not to extend
credit to us. These events could prevent us frareasing investments and harm our operating results

A portfolio company's failure to sy financial or operating covenants imposed bguather lenders could lead to defaults and,
potentially, acceleration of the time when the lame 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 theneéxtecessary to seek recovery upon default oegotiate new terms with a defaulting
portfolio company.
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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 we&o go bankrupt, even though we may have strudtoue interest as senior debt, depending o
facts and circumstances, including the extent thvtve actually provided managerial assistancéao 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'srass or exercise control over the
borrower. It is possible that we could become attlifea lender's liability claim, including as @&ué of actions taken if we actually render
significant managerial assistance.

An investment strategy focused primarily on privatdy-held companies presents certain challenges, inding the lack of available
information about these companies and a greater vokrability to economic downturns.

We will invest primarily in privatelgeld companies. Generally, little public infornuatiexists about these companies, and we will be
required to rely on the ability of Ares Capital Mayement's investment professionals to obtain adedpf@rmation to evaluate the potential
returns from investing in these companies. Thesgpemies and their financial information will not sgbject to the Sarbanes-Oxley Act and
other rules that govern public companies. If welarable to uncover all material information abdwgiste companies, we may not make a fully
informed investment decision, and we may lose mamegur investments. Also, privately-held comparfieguently have less diverse product
lines and smaller market presence than larger ctitorse subjecting them to greater vulnerabilityetmnomic downturns. These factors could
affect our investment returns.

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

Our portfolio companies usually wiive, or may be permitted to incur, other debissuwe other equity securities, that rank equally
with, or senior to, our investments. By their teyisisch instruments may provide that the holdereatiéled to receive payment of dividends,
interest or principal on or before the dates oncihie are entitled to receive payments in respeatioinvestments. These debt instruments
will usually prohibit the portfolio companies fropaying interest on or repaying our investmentfhigevent and during the continuance of a
default under such debt. Also, in the event of lveacy, liquidation, dissolution, reorganizationlankruptcy of a portfolio company, holders
of securities ranking senior to our investmentiat fportfolio company would typically be entitledlreceive payment in full before we receive
any distribution in respect of our investment. Aftepaying such holders, the portfolio company mai/have any remaining assets to use for
repaying its obligation to us. In the case of s#i@srranking equally with our investments, we wbhhve to share on an equal basis any
distributions with other security holders in theeat/of an insolvency, liquidation, dissolution, rganization or bankruptcy of the relevant
portfolio company.

Investments in equity securities involve a substaial degree of risk.

We may purchase common and othetyegaturities. Although common stocks have hisadijogenerated higher average total
returns than fixed-income securities over the ltrgr, common stocks also have experienced significanore volatility in those returns and
in recent years have significantly under performadtive to fixedincome securities. The equity securities we acquiag fail to appreciate a
may decline in value or become worthless and ollityato recover our
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investment will depend on our portfolio companylscess. Investments in equity securities involwei@ber of significant risks, 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 indebtednes 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 inwdglnot 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 inivesting in preferred securities, including:

. Preferred securities may include provisions thamitethe issuer, at its discretion, to defer dimitions for a stated peric
without any adverse consequences to the issuge dwn a preferred security that is deferring istributions, we may be
required to report income for tax purposes althotighas not yet received such income.

. Preferred securities are subordinated debt in tefrpsiority to corporate income and liquidationypgents, and therefore will t
subject to greater credit risk than debt.

. Preferred securities may be substantially lessdithan many other securities, such as common stock).S. governmel
securities.
. Generally, preferred security holders have no gptights with respect to the issuing company, stthije limited exceptions.

Our incentive fee may induce Ares Capital Managemedrto make certain investments, including speculate investments.

The incentive fee payable by us tesA€apital Management may create an incentive fes £apital Management to make
investments on our behalf that are risky or moecafative than would be the case in the absensaaif compensation arrangement. The way
in which the incentive fee payable to our investheatviser is determined, which is calculated asragntage of the return on invested capital,
may encourage our investment adviser to use legdgncrease the return on our investments. Uceeain circumstances, the use of leve
may increase the likelihood of default, which wodldfavor the holders of our common stock, inclgdimvestors in this offering. In addition,
the investment adviser will receive the incentige based, in part, upon net capital gains reabreour investments. Unlike the portion of the
incentive fee based on income, there is no huatkeapplicable to the portion of the incentivelfesed on net capital gains. As a result, the
investment adviser may have a tendency to invese imanvestments that are likely to result in ¢alpgains as compared to income producing
securities. Such a practice could result in ouegting in more speculative securities than wouhedtise be the case, which could result in
higher investment losses, particularly during eecormodownturns. The part of the incentive fee pagdhyl us that relates to our gresentive fe
net investment income will be computed and paithoonme that may include interest
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that is accrued but not yet received in cash.pbdfolio company defaults on a loan that is stnoet! to provide accrued interest, it is possible
that accrued interest previously used in the catmn of the incentive fee will become uncolleatibl he investment adviser is not under any

obligation to reimburse us for any part of the moee fee it received that was based on accrueahiigecthat we never receive as a result of a

default by an entity on the obligation that restllite the accrual of such income.

Because of the structure of the itigerfee, it is possible that we may have to paynaentive fee in a quarter where we incur a loss.
For example, if we receive pieeentive fee net investment income in excess @htlirdle rate for a quarter, we will pay the addie incentiv
fee even if we have incurred a loss in that qualterto realized capital losses. In addition, ifke&interest rates rise, we may be able to invest
our funds in debt instruments that provide forghler return, which would increase our pre-incentaenet investment income and make it
easier for our investment adviser to surpass Keglfhurdle rate and receive an incentive fee basesiich net investment income.

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 contemplatential investments in debt of foreign companiiegesting in foreign companies may expose
us to additional risks not typically associatedhitvesting in U.S. companies. These risks incleiitnges in exchange control regulations,
political and social instability, expropriation, frosition of foreign taxes, less liquid markets &8s available information than is generally the
case in the United States, higher transaction clests government supervision of exchanges, brak@tdssuers, less developed bankruptcy
laws, difficulty in enforcing contractual obligatis, lack of uniform accounting and auditing staddand greater price volatility.

Although most of our investments vl U.S. dollar-denominated, our investments thatlanominated in a foreign currency will be
subject to the risk that the value of a particalamrency 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 developraeWie may employ hedging techniques to
minimize these risks, but we cannot assure yousthett strategies will be effective.

If we engage in hedging transactiovesmay expose ourselves to risks associated with sansactions. We may utilize instruments
such as forward contracts, currency options aretést rate swaps, caps, collars and floors to ele&dge against fluctuations in the relative
values of our portfolio positions from changesimrency exchange rates and market interest ragesobithese hedging instruments may
include counter-party credit risk. Hedging agammsiecline in the values of our portfolio positialtes not eliminate the possibility of
fluctuations in the values of such positions owpre losses if the values of such positions deckt@mvever, such hedging can establish other
positions designed to gain from those same devetopsnthereby offsetting the decline in the valfisuzh portfolio positions. Such hedging
transactions may also limit the opportunity forrgiithe values of the portfolio positions shoultiease. Moreover, it may not be possible to
hedge against an exchange rate or interest ratiition that is so generally anticipated that veereot able to enter into a hedging transaction
at an acceptable price.

The success of our hedging transastvwill depend on our ability to correctly predisbvements, currencies and interest rates.
Therefore, while we may enter into such transastionseek to reduce currency exchange rate anmeédntete risks, unanticipated changes in
currency exchange rates or interest rates maytriespborer overall investment performance thaméfhad not engaged 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
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may vary. Moreover, for a variety of reasons, we/met seek to establish a perfect correlation betwaich hedging instruments and the
portfolio holdings being hedged. Any such imperfamtrelation may prevent us from achieving thended hedge and expose us to risk of |

In addition, it may not be possible to hedge faltyperfectly against currency fluctuations affegtthe value of securities denominated in non-
U.S. currencies because the value of those sesuigtilikely to fluctuate as a result of factors rdated to currency fluctuations.

We will initially invest a portion of the net proceeds of this offering primarily in high-quality short-term investments, which will
generate lower rates of return than those expectefdom the interest generated on first and second lieloans and mezzanine debt.

We will initially invest a portion dhe net proceeds primarily in cash, cash equitgléhS. government securities and other high-
quality short-term investments. These securitieg ezn yields substantially lower than the incohe tve anticipate receiving once we are
fully invested in accordance with our investmenjeatbives. As a result, we may not be able to aghmw investment objectives and/or pay any
dividends during this period or, if we are ableltoso, such dividends may be substantially lowen tie dividends that we expect to pay when
our portfolio is fully invested. If we do not rezdi yields in excess of our expenses, we may ingerating losses and the market price of our
shares may decline.

Other than the agreement relating to the purchasefdahe Porfolio, we have not entered into any bindig agreements with respect to any
portfolio company investments.

Other than the agreement relatingpéopurchase of the Porfolio (as described undasitizss—Prospective Portfolio Companies”),
have not entered into any binding agreements w#pect to any portfolio company investments thahasee identified. We cannot assure you
that we will actually make any such purchase. Ydunot be able to evaluate any specific portfammpany investments prior to purchasing
shares of our common stock. Additionally, our inwesnts will be selected by our investment adviser @ur stockholders will not have input
into such investment decisions. Both of these faotadll increase the uncertainty, and thus the, igknvesting in our shares.

When we are a debt or minority equity investor in aportfolio company, we may not be in a position ta@ontrol the entity, and
management of the company may make decisions thatudd decrease the value of our portfolio holdings.

We anticipate making both debt andarity equity investments; therefore, we will béct to the risk that a portfolio company may
make business decisions with which we disagreettandtockholders and management of such compagyaka risks or otherwise act in
ways that do not serve our interests. As a reaydgrtfolio company may make decisions that coelcrease the value of our portfolio holdin

Our board of directors may change our operating pdties and strategies without prior notice or stockblder approval, the effects of
which may be adverse.

Our board of directors has the authoo modify or waive our current operating poéisiand our strategies without prior notice and
without stockholder approval. We cannot predictéffect any changes to our current operating psdieind strategies would have on our
business, operating results and value of our stdolwever, the effects might be adverse, which coelgatively impact our ability to pay you
dividends and cause you to lose all or part of youestment.
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RISKS RELATING TO THIS OFFERING
There is a risk that you may not receive dividendsr that our dividends may not grow over time.

We intend to make distributions oquarterly basis to our stockholders out of assstally available for distribution. We cannot as:
you that we will achieve investment results thdt allow us to make a specified level of cash dlsttions or yee-to-year increases in cash
distributions. In addition, due to the asset cogergest applicable to us as a BDC, we may be lthiiteour ability to make distributions.
Further, if we invest a greater amount of asse&jirity securities that do not pay current dividgridcould reduce the amount available for
distribution. See "Distributions."

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 Lawt charter and our bylaws contain provisions thay discourage, delay or make more
difficult a change in control of Ares Capital oethemoval of our directors. We are subject to thehnd Business Combination Act, subject
to any applicable requirements of the 1940 Act. Brard of directors has adopted a resolution exiegnfitom the Business Combination Act
any business combination between us and any o#reop, subject to prior approval of such businesshination by our board, including
approval by a majority of our disinterested direstdf the resolution exempting business combimetis repealed or our board does not
approve a business combination, the Business CatidinAct may discourage third parties from trytogacquire control of us and increase
difficulty of consummating such an offer. Our byk@xempt from the Maryland Control Share Acquisitict acquisitions of our common
stock by any person. If we amend our bylaws toakthee exemption from the Control Share Acquisitkat, the Control Share Acquisition A
also may make it more difficult for a third partydbtain control of us and increase the diffic@dfyconsummating such an offer.

We have also adopted measures thamnmade it difficult for a third party to obtain cwal of us, including provisions of our charter
classifying our board of directors in three classawing staggered three-year terms, and provigibosr 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 #tat we have authority to issue. These
provisions, as well as other provisions of our tdraand bylaws, may delay, defer or prevent a &@tirsn or a change in control that might
otherwise be in the best interests of our stocldrsld

Investing in our shares may involve an above averagdegree of risk.

The investments we make in accordavitteour investment objectives may result in ahlgigamount of risk than alternative
investment options and volatility or loss of pripai. Our investments in portfolio companies maighly speculative and aggressive, and
therefore, an investment in our shares may nouhalde for someone with lower risk tolerance.

The market price of our common stock may fluctuatesignificantly.

The market price and liquidity of tmarket for shares of our common stock may be Bogmitly affected by numerous factors, som
which are beyond our control and may not be diyeeflated to our operating performance. These fadtlude:

. significant volatility in the market price and tiad volume of securities of business developmentganies or other compani
in our sector, which are not necessarily relatetthéooperating performance of these companies;
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. changes in regulatory policies or tax guidelinestipularly with respect to RICs or business depaient companie:

. loss of RIC status

. changes in earnings or variations in operatingltgsu

. 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 perdp

. operating performance of companies comparable;to us

. general economic trends and other external factors;

. loss of a major funding sourc

We may allocate the net proceeds from this offeringn ways with which you may not agree.

We will have significant flexibilitin investing the net proceeds of this offering amaly use the net proceeds from this offering in \
with which you may not agree or for purposes othan those contemplated at the time of the offering

Prior to this offering, there has been no public meket for our common stock, and we cannot assure yothat the market price of our
shares will not decline following the offering.

As with any stock, the price of obaees will fluctuate with market conditions andeatfactors. If shares are sold, the price received
may be more or less than the original investmertetVer investors will realize gains or losses ugh@nsale of our shares will not depend
directly upon our net asset value, but will depapdn the market price of the shares at the timsalsf. We cannot assure you that a trading
market will develop for our common stock after tbffering or, if one develops, that such tradingkeacan be sustained. Shares of companies
offered in an initial public offering often tradeadiscount to the initial offering price due toderwriting discounts and related offering
expenses. Therefore, our shares may be more apgisofor long-term investors than for investorshnghorter investment horizons and should
not be treated as trading vehicles. Also, sharetoskd-end investment companies frequently tradedéscount from net asset value. This
characteristic of closednd investment companies is separate and distott the risk that our net asset value per sharedealne. We cann
predict whether our common stock will trade at,\abor below net asset value.

Investors in this offering will incur immediate dilution upon the closing of this offering.

We expect the initial public offeripgce of our shares to be higher than the bookerpkr share of our outstanding common stock.
Accordingly, investors purchasing shares of comstogk in this offering will pay a price per shahat exceeds the tangible book value per
share after this offering.

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

Upon consummation of this offeringg will have 11,066,767 shares of common stock antshg (or 12,716,767 shares of common
stock if the overallotment option is fully exeraideFollowing this offering, sales of substantied@unts of our common stock, or the
availability of such shares for sale, could advgraéfect the prevailing market prices for our commrstock. If this occurs and continues, it
could impair our ability to raise additional capitarough the sale of equity securities should wsiict to do so.
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FORWARD-LOOKING STATEMENTS

Some of the statements in this progeconstitute forwartboking statements, which relate to future eventsu future performanc
or financial condition. The forward-looking statemt®contained in this prospectus involve risks ancertainties, including statements as to:

. our future operating results;

. our business prospects and the prospects of otfoji@icompanies;

. the impact of investments that we expect to m

. 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 workingatapi

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

. the ability of Ares Capital Management to locatiéahle investments for us and to monitor and adstémiour investment

We use words such as "anticipatdsgliéves,” "expects,” "intends" and similar expi@ss to identify forwardeoking statements. O
actual results could differ materially from thogejpcted in the forward-looking statements for a@gson, including the factors set forth in
"Risk Factors" and elsewhere in this prospectus.

We have based the forward-lookingesteents included in this prospectus on informasieailable to us on the date of this prospectus,
and we assume no obligation to update any suchaforlooking statements. Although we undertake rigation to revise or update any
forward-looking statements, whether as a resufitea¥ information, future events or otherwise, yoel agvised to consult any additional
disclosures that we may make directly to you ooulgh reports that we in the future may file wite ®EC, including annual reports on
Form 10-K, quarterly reports on Form 10-Q and autrreports on Form 8-K.

You should understand that underiest27A(b)(2)(B) and (D) of the Securities Actk¥33 (the "Securities Act") and Sections 21E
(b)(2)(B) and (D) of the Exchange Act, the "safeboa" provisions of the Private Securities LitigatiReform Act of 1995 do not apply to
statements made in connection with this offering.
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USE OF PROCEEDS

We estimate that the net proceedsviveeceive from the sale of 11,000,000 shareswfcommon stock in this offering will be
approximately $158,605,000 (or approximately $182,600 if the underwriters fully exercise their mltment option), in each case
assuming an initial public offering price of $15.,0€r share, after deducting the underwriting dist®and commissions of $4,950,000 payable
by us and estimated organizational and offeringeasps of approximately $1,445,000 payable by ucfwéxcludes approximately $405,000
of additional offering expenses being reimbursedhgyunderwriters).

We expect to use substantially alihef net proceeds of this offering to purchasetsutially all of the assets in the Portfolio andkma
investments as described under "Business—Prospdetxtfolio Companies" elsewhere in this prospeanhdsto pay our operating expenses.
We plan to invest the remainder of the net proceédsis offering, if any, in portfolio companies accordance with our investment objectives
and strategies.

We intend to invest primarily in ti@snd second lien senior loans and mezzanine debidalle market companies, each of which may
include an equity component, and, to a lesser exterquity securities in such companies. In addito such investments, we may invest u
30% of the portfolio in opportunistic investmerits;luding high-yield bonds, debt and equity sedesiin collateralized debt obligation
vehicles, distressed debt or equity securitiesublip companies. As part of this 30%, we may atsest in debt of middle market companies
located outside of the United States, which investi® are not anticipated to be in excess of 5%eportfolio. Pending such investments, we
will invest the net proceeds primarily in cash,tcaguivalents, U.S. government securities and dtigdr-quality short-term investments. These
securities may earn yields substantially lower ttrenincome that we anticipate receiving once veefallty invested in accordance with our
investment objectives. As a result, we may nothide b achieve our investment objectives and/orgaydividends during this period or, if we
are able to do so, such dividends may be subsligiritever than the dividends that we expect to pdyen our portfolio is fully invested. If we
do not realize yields in excess of our expensegnas incur operating losses and the market primofhares may decline. See "Regulation—
Temporary Investments"” for additional informatidsoat temporary investments we may make while wgitt(hmake longer-term investments
in pursuit of our investment objectives.
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DISTRIBUTIONS

We intend to distribute quarterlyidends to our stockholders. Our quarterly divideridany, will be determined by our board of
directors.

To maintain our RIC status, we mustribute an amount equal to at least 90% of odimary 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. To avoid certain excise taxes imposeRICs, we currently intend to distribute durgech calendar year an amount at least equal
to the sum of (1) 98% of our ordinary income foe talendar year, (2) 98% of our capital gains iceeg of capital losses for the one-year
period ending on October 31 of the calendar yedr(@8hany ordinary income and net capital gaingfeceding years that were not distributed
during such years. In addition, although we culyeintend to distribute realized net capital gajne., net long-term capital gains in excess of
short-term capital losses), if any, at least arigualit of the assets legally available for sucdtritiutions, we may in the future decide to retain
such capital gains for investment. The consequewicesr retention of net capital gains are as desdrunder "Material U.S. Federal Income
Tax Considerations.” We cannot assure you that iWeghieve results that will permit the paymentamiy cash distributions and, if we incur
indebtedness or issue senior securities, we wifirbeibited from making distributions if doing sauses us to fail to maintain the asset
coverage ratios stipulated by the 1940 Act orstritbutions are limited by the terms of any of borrowings.

We maintain an "opt out" dividendmetstment plan for our common stockholders. Assalteif we declare a dividend, then
stockholders' cash dividends will be automaticediypvested in additional shares of our common stonless they specifically "opt out” of the
dividend reinvestment plan so as to receive caddetids. See "Dividend Reinvestment Plan."

34




CAPITALIZATION

The following table sets forth (1)@ctual capitalization at September 30, 2004 2ha(r capitalization as adjusted to reflect the
effects of the sale of our common stock in thi®offg at an assumed public offering price of $1580share, after deducting the underwriting
discounts and commissions and organizational afeding expenses payable by us. You should readahis together with "Use of Proceeds"

and our balance sheet included elsewhere in tbispactus.

As of September 30, 2004

Actual As Adjusted (1)

Assets:
Cash $ 1,001,50! $ 159,606,43
Investments(2 250,00( 250,00(
Total asset $ 1,251,50! $ 159,856,43

I I
Liabilities:
Payable for investments purchas $ 250,00( $ 250,00(
Organizational expenses paya 250,00( —
Total liabilities $ 500,00( $ 250,00(
Stockholders' equity:
Common stock, par value $0.001 per share; 100,660mon shares authorized, 66,767
common shares outstanding, actual; 100,000,000 constares authorized, 11,066,76
common shares outstanding, as adju $ 67 $ 11,067
Paid in capita 1,001,43 159,845,37
Accumulated defici (250,000 (250,000
Total stockholders' equit $ 751,50! $ 159,606,43
Total liabilities and stockholders' equ $ 1,251,50! $ 159,856,43

1) Excludes the underwriter's overallotment optiorl @50,000 shares. Does not reflect payment of tinehase price for the Portfolio.

(2) Consists solely of the right to purchase the Ptidtfc

35




DISCUSSION OF MANAGEMENT'S EXPECTED OPERATING PLANS
OVERVIEW

Ares Capital was incorporated untterMaryland General Corporation Law in April 2004e have elected to be treated as a BDC
under the 1940 Act. As such, we are required toptpmvith certain regulatory requirements. For ims®, we generally have to invest at least
70% of our total assets in "qualifying assets,luding securities of private or thinly traded pehl.S. companies, cash, cash equivalents, U.S.
government securities and high-quality debt invesits that mature in one year or less. This offewilsignificantly increase our capital
resources.

Revenues

We plan to generate revenue in thenfof interest income on the debt that we hold eaquital gains, if any, on warrants or other eq
interests that we may acquire in portfolio compani%e expect our debt investments, whether indhma of first and second lien senior loans
or mezzanine debt, to have terms of up to ten yéans an expected average life of between threlesamen years) and typically to bear interest
at a fixed or floating rate. Interest on debt Wil payable generally quarterly or semi-annuallyhwhe amortization of principal generally
being deferred for several years from the dat@efnitial investment. In some cases, we will alefer collection of payments of interest
earned for the first few years after our investm&hte principal amount of the debt and any acchugdinpaid interest will generally become
due at the maturity date. In addition, we may gatgerevenue in the form of commitment, originatisinucturing or diligence fees, fees for
providing managerial assistance and possibly ctinguiees. Any such fees will be generated in cotine with our investments and
recognized as earned. We may also invest, to arlessent, in equity securities, which may, in sarases, include preferred stock that pays
dividends on a current basis.

Expenses

Our primary operating expenses witlide the payment of investment management fe@weerhead expenses, including our
allocable portion of overhead under the adminigtneagreement. Our investment management fee artipensate our investment adviser for
its work in identifying, evaluating, negotiatindpsing and monitoring our investments. See "Manag@m-Investment Advisory and
Management Agreement,” and "—Administration AgreetrieNe will bear all other costs and expenseswfaperations and transactions,
including those relating to: organization; calcingtour net asset value (including the cost andegps of any independent valuation firm);
expenses incurred by Ares Capital Management payalihird parties, including agents, consultamtstber advisers, in monitoring our
financial and legal affairs and in monitoring onvéstments and performing due diligence on ourgectve portfolio companies; interest
payable on debt, if any, incurred to finance owestments; offerings of our common stock and osleeurities; investment advisory and
management fees; administration fees; fees payalkerd parties, including agents, consultantstber advisers, relating to, or associated
with, evaluating and making investments; transfg@ma and custodial fees; registration fees; listewsp; taxes; independent directors' fees and
expenses; costs of preparing and filing reportstioer documents of the SEC; the costs of any repproxy statements or other notices to
stockholders, including printing costs; to the extee are covered by any joint insurance poliakes,allocable portion of the insurance
premiums for such policies; direct costs and exegm$ administration, including auditor and legadts; and all other expenses incurred by us
or Ares Administration in connection with adminisig) our business, such as our allocable portioovefhead under the administration
agreement, including rent and our allocable portibthe cost of our other officers and their redjpecstaffs.
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Financial condition, liquidity and capital resources

We will generate cash primarily fréine net proceeds of this offering and any futuferaigs of securities and cash flows from
operations, including interest earned from the teragy investment of cash in U.S. government seesrédnd other high-quality debt
investments that mature in one year or less. Ilithee, we may also fund a portion of our investise¢hrough borrowings and issuances of
senior securities. In the future, we may also dézera portion of our investments in first and@ea lien senior loans or mezzanine debt or
other assets. Our primary use of funds will be gtweents in portfolio companies and cash distrim#ito holders of our common stock.
Immediately after this offering (assuming the pash of the entire Portfolio), we expect to havdngasources of approximately $8.6 million
and no indebtedness (other than our obligatioepay our investment adviser as described in maeel de "Obligations and Indebtedness").
These amounts do not take into account the exeo€igee overallotment option. See "Use of Procéeds.

DISTRIBUTION POLICY

To qualify as a RIC and avoid corpedavel tax on our income, we must distribute to stackholders an amount equal to at least
of our ordinary income and realized net short-teapital gains in excess of realized net long-teapital losses, if any, reduced by deductible
expenses, on an annual basis out of the assetly lagailable for such distributions. We intendgay dividends on a quarterly basis. In
addition, we also intend to distribute any realined capital gains (i.e., realized net long-termitzd gains in excess of realized net short-term
capital losses) at least annually out of the adegtdly available for such distributions.

CONTRACTUAL OBLIGATIONS

We will enter into two contracts undéiich we have material future commitments, theegtment advisory and management
agreement, pursuant to which Ares Capital Managémiiragree to serve as our investment advised; the administration agreement,
pursuant to which Ares Administration will agreeftionish us with the facilities and administratservices necessary to conduct our dagag-
operations and provide on our behalf manageriat@asge to those portfolio companies to which weraquired to provide such assistance.
Payments under the investment advisory and manageageeement in future periods will be equal togercentage of the value of our total
assets (other than cash and cash equivalentsdbudling assets purchased with borrowed funds) apdr({ incentive fee based on Ares Cap
performance. Payments under the administrationeageet will be equal to an amount based upon oacalile portion of Ares
Administration's overhead in performing its obligas under the administration agreement, includerg and our allocable portion of the cost
of our officers and their respective staffs. Seafisigement—Investment Advisory and Management Ageagtnand "—Administration
Agreement." Each of these contracts may be tereihiay either party without penalty upon 60 daydttem notice to the other. Further,
although our chief financial officer, general coelpghief compliance officer and secretary and yiresident of investor relations and treasurer
will have certain duties to Ares Capital, they vailso perform duties for other Ares related ertitie

Our investment adviser will pay te tlnderwriters, on our behalf, an additional 1.28ésload with respect to the offering of our
shares in the aggregate amount of $2,475,000 (628a if the overallotment option is exerciseduh)f This amount will accrue interest and
we will be obligated to repay this amount undetaiarcircumstances. See "Obligations and Indebtesihe
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OBLIGATIONS AND INDEBTEDNESS

Our investment adviser will pay te tlnderwriters, on our behalf, an additional 1.88ésload ($2,475,000; $2,846,250 if the
overallotment option is exercised in full) for dabsales load of 4.5%. This amount will accrueiiast at a variable rate that will adjust
guarterly equal to the three-month LIBOR plus 2.0886 annum, compounded quarterly. We will be oldigdo repay this amount, together
with accrued interest (a) if during any four calenduarter period ending on or after the one yaaivarsary of the closing of the offering, the
sum of (i) our aggregate distributions to our staailers and (ii) our change in net assets (defasetbtal assets less indebtedness) equals or
exceeds 7.0% of our net assets at the beginniagabf period (as adjusted for any share issuanaeporchases) or (b) upon our liquidation.

We intend to enter into an unsecusslving line of credit within 60 days followingp¢ closing of this offering. While we have no
commitments or understandings with respect to sulafe of credit, we have had discussions with ssfemancial institutions, including
affiliates of our underwriters, regarding their imgness to provide such a line of credit in amsuanging from $25 million up to $185 millic
With certain limited exceptions, we are only all@xte borrow amounts such that our asset coveraggefined in the 1940 Act, equals at least
200% after such borrowing. The amount of leverage we employ will depend on our investment adigsand our board of directors'
assessment of market and other factors at thedfrany proposed borrowing. We cannot assure youbawill be able to obtain a line of
credit at all or on terms acceptable to us.

We will be required to meet varioirahcial and operating covenants required by tkielveng line of credit. These covenants will
require us to maintain certain financial ratioglinling debt to equity and interest coverage, amdramum net worth. We expect that the line
of credit will also limit our ability to declare ddends if we default under certain provisions. SRisk Factors—We will be subject to
corporate-level income tax if we are unable to fipals a RIC," "Risk Factors—Regulations governoug operation as a BDC will affect our
ability to, and the way in which we, raise addiibnapital,” "Risk Factors—If we incur indebtednessssue senior securities we will be
exposed to additional risks, including the typidsks associated with leverage,” and "Risk FactoFkere are significant potential conflicts of
interest that could impact our investment returns.”
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BUSINESS
GENERAL

Ares Capital is a newly organizedseld-end management investment company that kdsdfil election to be treated as a BDC under
the 1940 Act. Ares Capital's investment objectiesto generate both current income and capitakagagion through debt and equity
investments by primarily investing in U.S. middlarket companies, where we believe the supply ofigny capital is limited and the
investment opportunities are most attractive.

We anticipate that we will primarityest in first and second lien senior loans amdjiterm mezzanine debt. In some cases, we may
also receive warrants or options in connection withdebt investments. We expect that these inva#will initially range between
$10 million and $30 million each, although the istreent sizes may be more or less than the targate. We also anticipate, to a lesser
extent, making equity investments in private middi@rket companies. These investments will genebaliess than $10 million each and m
in conjunction with loans we make to these companie

We expect that the first and secae $enior loans will generally have stated terifthiee to ten years and that the mezzanine debt
will generally have stated terms of up to ten yehws that the expected average life of such fingt second lien loans and mezzanine debt will
generally be between three and seven years. Howtaege is no limit on the maturity or durationasfy security in our portfolio. The debt that
we invest in will typically not be rated by anyireg agency, but we believe that if such investmergee rated, they would be below investrr
grade (rated lower than "Baa3" by Moody's or lotten "BBB-" by Standard & Poor's). We may investhoit limit in debt of any rating,
including securities that have not been rated lyyreationally recognized statistical rating orgatiza.

We believe that our investment advidees Capital Management, will be able to leverdges' current investment platform, resoul
and existing relationships with financial sponséirsncial institutions, hedge funds and other stagent firms to provide us with attractive
investments. In addition to deal flow, we expeecttttine Ares investment platform will assist ourdeimentdviser in analyzing, structuring e
monitoring investments. Ares' senior principalséaorked together for many years and have subataxperience in investing in senior
loans, high yield bonds, mezzanine debt and priggtéty. The Company will also have access to tresAtaff of approximately 38 investmi
professionals and to the 19 administrative profesds employed by Ares who will provide assistaimcaccounting, legal, compliance and
investor relations.

While our primary focus will be torggrate current income and capital appreciationuginanvestments in first and second lien senior
loans and mezzanine debt and, to a lesser extpiity esecurities of private companies, we intentht@st up to 30% of the portfolio in
opportunistic investments. Such investments maljdecinvestments in high-yield bonds, debt and tgcgécurities in collateralized debt
obligation vehicles and distressed debt or eqe@tusties of public companies. We expect that thpegdic companies generally will have debt
that are norinvestment grade. As part of this 30% of the pdidfave may also invest in debt of middle marketnpanies located outside of -
United States, which investments are not anticibtdebe in excess of 5% of the portfolio at theetisuch investments are made.

About Ares

Ares is an independent Los Angeleselddirm with 76 employees that manages investriugrs that have approximately $5.0 billion
of committed capital. Ares was founded in 1997 lgr@up of highly experienced investment profesdmna
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Ares specializes in originating andnaging assets in both the leveraged finance avat@requity markets. Ares' leveraged finance
activities include the acquisition and managemésteaior loans, high yield bonds, mezzanine andiapsituation investments. Ares' private
equity activities focus on providing flexible, jumicapital to middle market companies. Ares hasatikity to invest across a capital structure,
from senior secured floating rate debt to commaritgq

Upon completion of the offering Ane8l be comprised of the following groups:

. Capital Markets Group . The Ares Capital Markets Group currently manageariety of funds and investment vehicles that
have approximately $4.2 billion of committed capimimarily focusing on syndicated senior securhs, high yield bonds,
distressed debt and other liquid fixed income itwesits. The Capital Markets Group focuses primanilyliquid fixed income
debt securities and other publicly traded debt isges.

. Private Debt Group . The Ares Private Debt Group, upon completiorhefaffering, will manage the assets of Ares Capitht
Private Debt Group will focus primarily on non-syeated first and second lien senior loans and nrézeadebt.

. Private Equity Group . The Ares Private Equity Group manages ACOF, whiah $750 million of committed capital. ACOF
generally makes private equity investments in n@ddbrket companies and in amounts substantiatigtahan the private
equity investments anticipated to be made by Ar@gital. The Private Equity Group generally focugesontroleriented equit
investments in under-capitalized companies or canegavith capital structure issues.

Ares' senior principals have beenkivay together as a group for many years and hawvarage of over 20 years of experience in
leveraged finance, private equity, distressed debestment banking and capital markets. They aokdd by a large team of hightlsciplined
professionals. Ares' rigorous investment approadiased upon an intensive, independent financaysis, with a focus on preservation of
capital and diversification and active portfoliomagement. These fundamentals underlie Ares' invadtstrategy and have resulted in large
pension funds, banks, insurance companies, endotgraad high net worth individuals investing in Afaads.

Ares Capital Management

Ares Capital Management, our investhaelviser, will initially be served by a dedicataibination and transaction development team
of 5 investment professionals, including our PrestdMichael J. Arougheti, which team will be augmeel by Ares' additional investment
professionals, primarily its 19 member Capital MaskGroup. Ares Capital Management's investmenidittee will have five members,
including Mr. Arougheti and 4 founding members o4 In addition, Ares Capital Management expexteverage off of Ares' entire
investment platform and benefit from Ares' investtngrofessionals’ significant capital markets, imgdand research expertise developed
through Ares industry analysts. Ares' industry gsial currently maintain research on over 600 conegadres funds have made investmen
over 650 companies in over 30 different industaed currently hold over 300 investments in ovedBfeérent industries.

To further align Ares' interests wite interests of our stockholders, following coetigin of this offering Ares will own 666,667
shares of Ares Capital, which it will have purctdhfer an aggregate of approximately $10,000,0G8@public offering price.

40




MARKET OPPORTUNITY
We believe the environment for inuggtin middle market companies is attractive fa thllowing reasons:

. Consolidation of senior lenders . Between January 1990 and September 2003, thd-besed consolidation in the U.S. finan:
services industry has reduced the number of FD80f&d financial institutions from approximately A®) to 9,000. We believe
that the remaining financial institutions have depbasized their service and product offerings tddiei-market businesses in
recent years in favor of lending to large corpoditents and managing capital markets transactions.

. Increase in demand for primary capital . A continuing preference for hi-yield bond issues above $150 million and a lac
alternative financing sources have also resulteddignificant increase in demand for primary apiesulting in higher rates of
return with lower risk characteristics. As evidemdehis trend, the average deal size in the higtdymarket has grown from
approximately $159 million in 1992 to almost $278lion in 2003 and, in 2003, fewer than 8% of thighyield issues raised
less than $100 million.

. Large pool of uninvested private equity capital . We also believe there is a large pool of unireggtrivate equity capital for
middle market companies. We expect that privatétgdioms will be active investors in middle markeampanies and that these
private equity funds will seek to leverage theirdatments by combining capital with senior secloads and mezzanine debt
from other sources. During the past five yearssAras co-invested with more than 30 private equity venture capital funds.
Through these relationships and contacts, we gatieithat we will have access to investment oppaiés.

COMPETITIVE ADVANTAGES

We believe that we have the followamnpetitive advantages over other capital progidemiddle market companies:

Existing investment platform

Ares currently manages approxima$&yo billion of committed capital in the relatedesclasses of syndicated loans, high yield
bonds, mezzanine debt and private equity. We belfees' current investment platform will provide@mpetitive advantage in terms of access
to origination and marketing activities and diligerfor Ares Capital.

Seasoned management team

Antony Ressler, Bennett Rosenthdindgissick and David Sachs are all founding membé#sres who will serve on Ares Capital
Management's investment committee. These profeasitiave an average of 20 years experience indgedrfinance, including substantial
experience in investing in leveraged loans, highdybonds, mezzanine debt, distressed debt andtprdéquity securities. In addition, our
President, Michael J. Arougheti will also servetioa investment committee and will lead a dedicatggination and transaction development
team of 5 investment professionals (including Mrodgheti), which team will be augmented by Aresliadnal investment professionals,
primarily its 19 member Capital Markets Group. Aault of Ares' extensive investment experienagesAand its senior principals have
developed a strong reputation in the capital mark&te believe that this experience will afford A@epital a competitive advantage in
identifying and investing in middle market companwth the potential to generate positive returns.
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Experience and focus on middle market companies

Ares has historically focused on istveents in middle market companies and we will Befrem this experience. Our investment
adviser will use Ares' extensive network of relasibips with intermediaries focused on middle madeehpanies, including management
teams, members of the investment banking commupmityate equity groups and other investment firnithwhom Ares has had long-term
relationships. We expect this network will enaldeta attract well-positioned prospective portfammpany investments. In particular, our
investment adviser will work closely with the Ar€apital Markets Group investment professionals whersee a portfolio of investments in
over 300 companies and provide access to an exéenstwork of relationships and special insights industry trends and the state of the
capital markets.

Disciplined investment philosophy

In making its investment decisionst, mvestment adviser intends to adopt Ares' lalagiding, consistent investment approach that
was developed over 12 years ago by several oditsders. Ares Capital Management's investment gtyilby and portfolio construction will
involve an assessment of the overall macroeconemizonment, financial markets and company-spec#fgearch and analysis. Our
investment approach will emphasize capital presemalow volatility and minimization of downsidésk. In addition to engaging in extensive
due diligence from the perspective of a long-temwestor, Ares Capital Management's approach wélk ¢e reduce risk in investments by
focusing on:

. Businesses with strong franchises and sustainalohpetitive advantage

. Industries with positive lor-term dynamics

. Cash flows that are dependable and predictable;

. Management teams with demonstrated track recomgemnomic incentives;

. Rates of return commensurate with the perceivéd;rand

. Securities or investments that are structured ajithropriate terms and covenai

Extensive industry focus

We intend to concentrate our invegstgtivities in industries with a history of pretdible and dependable cash flows and in which the
Ares investment professionals historically have ésgnsive investment experience. Since its inoapti 1997, Ares investment professionals
have invested in over 650 companies in over 3@udfft industries. Ares' Capital Markets Group pilesia large team of imeuse analysts wi
significant expertise and relationships in indestiin which we are likely to invest. The Capitalrkigts Group financial analysts maintain
research on over 600 companies. Ares investmefggmionals have developed long-term relationshifis nvanagement teams and
management consultants in these industries, asawallibstantial information concerning these inthssand potential trends within these
industries. We expect that the in-depth coverageexiperience of Ares' investment professionalswesting across these industries throughout
various stages of the economic cycle will provide iovestment adviser with access to ongoing margights.

Flexible transaction structuring

We expect to be flexible in structgrinvestments, the types of securities in whichwest and the terms associated with such
investments. The principals of Ares have extensigerience in a wide variety of securities for legged companies with a diverse set of terms
and conditions. This approach and experience shematile our investment adviser to identify attractnvestment opportunities throughout
economic cycle and across a company's capitaltateiso that we can make investments consistehtawit stated objectives.
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Co-investment opportunities

We intend to co-invest with Ares fgri@ther than ACOF) when we believe it will be atkegeous for us to do so. As a BDC, we
would not generally be permitted to invest in aoytiplio company in which Ares or any of its aféites currently has an investment or make
any co-investments with Ares or its affiliates. Gequently, we intend to apply for an exemptive ofdsn the SEC that would permit us to co-
invest with funds managed by Ares. Any such ordiéirbe subject to certain terms and conditions.rEhie no assurance that the application for
exemptive relief will be granted by the SEC. Acdoglly, we cannot assure you that the Company wlpbrmitted to co-invest with funds
managed by Ares.

OPERATING AND REGULATORY STRUCTURE

Our investment activities will be naged by Ares Capital Management and supervisedibpaard of directors, a majority of whom
are independent of Ares and its affiliates. Arepi@hManagement is a newly formed investment aghvilsat will be registered under the
Advisers Act. Under our investment advisory and agament agreement, we have agreed to pay AresaCfsihagement an annual base
management fee based on our total assets (othec#isad and cash equivalents, but including assethased with borrowed funds), and an
incentive fee based on our performance. See "Manage—Investment Advisory and Management Agreement.”

As a BDC, we will be required to cdgnpith certain regulatory requirements. For example would not generally be permitted to
invest in any portfolio company in which Ares owyasf its affiliates currently has an investmennmake any co-investments with Ares or its
affiliates. However, we intend to apply for an exgive order from the SEC that would permit us, seabjo certain terms and conditions, to co-
invest with funds managed by Ares. Assuming recgfiat favorable exemptive order from the SEC, wiicgrate that, subject to certain terms
and conditions, funds managed by Ares (other th@®R) may co-invest in the same portfolio compaathe Company due to similarities in
certain of their investment strategies. Such cestwents will be on terms and conditions that lagesame in all material respects, subject to
the availability of capital for investment on tharpof the Company and each such Ares fund andinesther considerations.

Also, while we are permitted to ficannvestments using debt, our ability to use delbbe limited in certain significant respects. We
expect to borrow funds to make additional investimeBee "Regulation.” We intend to elect to beté@for federal income tax purposes as a
regulated investment company, or a RIC, under Sapiteln M of the Code. See "Material U.S. Federabime Tax Considerations."

PROSPECTIVE PORTFOLIO COMPANIES
The Portfolio

We recently entered into an agreemétit RBC that grants us the exclusive right, eisadsle on or prior to November 1, 2004, to
purchase, for approximately $150 million in caslibfect to certain adjustments) plus the assummtiaertain obligations arising after the
purchase (including funding future advances uneeolving loans), a portfolio of loans and equity@stments that we believe satisfy our
general investment objectives. In connection withagreement relating to the purchase of the Riortfee agreed to pay a $250,000 cash
transaction fee. In the event a consent is requretnot obtained from any portfolio company in Bwetfolio, the purchase price will be
reduced by an amount ascribed to such assets andllvpeirchase only the portion of the Portfolia fohich we have received the necessary
consents and acknowledgements. Over 50% of the aoiepin the Portfolio that are BDC qualifying dsdeave board observation rights
attached to the investment that we intend to pwehas such, we expect many of the companies iRahéolio will accept our offer to provide
significant managerial assistance.
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The Portfolio is primarily compriseflfirst and second lien senior loans, mezzanire ded equity issued by middle market
companies. In connection with our due diligenceestigation, we have engaged an independent finaamiésor to provide indicative market
value quotations for the investments in the PddfdlNe have agreed to pay the independent finaadlsor $190,000 for such services. We
have also entered into a two year agreement withnithependent financial advisor where we have ag@eay such advisor a retainer fee of
$25,000 in connection with the provision of valoatservices and advice. Consents from variousgsagtie required with respect to the tran
or assignment of almost all of the investmentismPortfolio. We have received substantially atessary consents as of the date of this
prospectus. We intend to purchase substantiallgfalie assets in the Portfolio concurrently whkb tlosing of this offering. The Portfolio and
the companies described below under "—Other Patemyestments” currently constitute all of our gpective investments.

Our President, Michael J. Aroughetis formerly an employee of RBC and, along withiKgeVeer, Michael Smith and two other
investment professionals formerly employed by RBitbwnake up part of our investment adviser's deglitatigination and transaction
development team, originated, managed and monisubstantially all of the investments in the PditfoThe same individuals currently
provide nondiscretionary advice with respect toRleetfolio pursuant to an investment advisory agrext with RBC (which advisory
agreement will terminate upon the consummatiomefaurchase of the Portfolio). Mr. Arougheti, tdgatwith Mr. deVeer and Mr. Smith,
controls an entity that has a right of first refusa the Portfolio, which has been waived in cotimecwith our purchase of the Portfolio. See
"Risk Factors—There are significant potential cimts$l of interest that could impact our investmesttirns.”

Based on due diligence conductechte,dve believe that approximately 90% of the peotipe portfolio investments in the Portfolio
are BDC qualifying assets that satisfy our geniersdstment objectives. After purchasing the PoidfoAres Capital Management will be
responsible for monitoring and servicing the inmestts.

Our board of directors (including ajority of the non-interested directors) has apptbthe agreement relating to the purchase of the
Portfolio and determined that:

. the terms thereof, including the consideratione@hid, are reasonable and fair to our stockholaedsdo not involv
overreaching of any party; and

. the proposed transaction is consistent with therésts of our stockholders and is consistent withiovestment policies.

Our investment adviser employs argtment rating system to categorize our investm&ats "—Ongoing Relationships With and
Monitoring of Portfolio Companies." We believe tlzest of July 31, 2004, the weighted average invastigade of the debt included in the
Portfolio is 3 and the weighted average yield affrsdebt is approximately 11.5% (computed as (aptiraial stated interest rate plus the an
amortization of loan origination fees, originalissdiscount and market discount on accruing loadsdabt, divided by (b) total loans and debt
at value). No loan origination fees or originalissliscount are currently included in the Portfolio

The following table describes eaclhef businesses included in the Portfolio and c&fldata as of July 31, 2004. The following
information was obtained from sources we believiedoeliable. Assuming we purchase all of the ggeatrin the Portfolio, we will own less
than 15% of the equity of, and will not control asfy the businesses included in the Portfolio.
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Nature of Total

Name of Portfolio Company Business Type of Investment Interest/Maturity(1) Investment/Commitment(2)
Berkline/BenchCraft Furniture specialist Senior Subordinate Interest: 14% $12,800,00
Holdings LLC Loan Maturity: 03/26/200¢

Common Unil Expiration date: 03/26/201

Warrants

Preferred Unit Expiration date: 03/26/2012

Warrants
Billing Concepts, Inc. Billing clearinghouse Senior Secured Loan Interest: LIBOR + 8.5%; $10,000,00

Maturity: 12/15/200¢

Senior Subordinated Interest: 14% + PIK of 4%; $5,109,07

Loan Maturity: 06/15/200¢

Common Units Expiration date: 12/15/201
Diversified Collection Collections services Senior Secured Loan Interest: LIBOR + 4%; $4,756,25

Services, Inc.

Senior Secured
Revolving Loar
Senior Subordinate
Loan

Maturity: 01/08/200¢
Interest: LIBOR + 4%;
Maturity: 01/08/200¢
Interest: 12% + PIK ¢
3.75%;

$2,014,16

$2,500,00(3)



Esselte

Foxe Basin CLO 2003, Ltd.

HB&G Building Products

Hudson Straits CLO 2004,
Ltd.

Mactec, Inc.

Office supply product

Collateralized Debt
Obligation

Synthetic and wood
product manufacture

Collateralized Debt
Obligation

Engineering and
environmental
consulting service

Participating Preferred
Stock

Common Stock(4

Structured Finance
Obligation/Mandatoril
Redeemable Preferer
Shares(5

Senior Subordinated
Loan

Common Stocl
Common Stock
Warrants

Structured Finance
Obligation/Mandatoril
Redeemable Preferer
Shares(5

Senior Secured Loan

Maturity: 07/08/201(

Maturity: 12/15/2015

Interest: 13% + PIK of 2%;
Maturity: 03/07/2011
Expiration date: 03/07/201

Maturity: 10/15/2016

Interest: LIBOR + 4%;

Senior Secured Loan

Common Stocl
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Maturity: 01/31/2009

Interest: 10% + PIR %t
Maturity: 01/31/200¢

$295,271

$5,000,00

$3,000,00

$7,876,99

$750,001

$750,001

$5,501,61

$4,406,94

$200,00!

Name of Portfolio Company

Nature of
Business

Type of Investment

Interest/Maturity(1)

Total
Investment/Commitment(2)

Mechanical Dynamics &
Analysis

MINCS-Glace Bay, Ltd.

Reef Holdings Corporation

Shoes For Crews, LLC

SouthernCare, Inc.

United Site Services, Inc.

Steam power
generator repa

Collateralized
Debt Obligation

Shoe designer,
marketer and
distributor

Safety footwear
and slip-resistant
mats

Hospice care

Portable restroom

Senior Subordinated
Loan

Common Stock
Warrants

Structured Finance
Obligation/Floating
Rate Third Priority
Secured Notes (BBB
rated)(5)

Senior Secured
Revolving Loan

Senior Subordinate
Loan

Common Stocl
Common Stocl
Warrants

Senior Secured Loan

Senior Secure
Revolving Loar

Senior Secured
Revolving Loar
Common Stocl

Senior Secured

Interest: 13% + PIK of 5%;
Maturity: 03/29/201(
Expiration date: 09/29/2013

Interest: LIBOR + 5%
Maturity: 07/20/2014

Interest: LIBOR + 4.5%;
Maturity: 05/10/2007

Interest: 13%
Maturity: 05/10/200¢

Expiration date: 05/10/201
Interest: LIBOR + 3.5%;
Maturity: 07/06/2010

Interest: LIBOR + 3.5%
Maturity: 07/06/201(

Interest: LIBOR + 4.25%;
Maturity: 04/21/200¢

Interest: LIBOR + 4.25%;

$10,339,83

$4,500,00

$6,000,00(3)

$5,000,00

$1,500,00

$1,833,33

$6,666,66(3)

$833,33(3)
$750,00!

$890,41(6)



and site service

Revolving Loar Maturity: 06/18/200¢

Senior Secured Loan Interest: LIBOR + 4.75%
Maturity: 06/18/201(

Senior Subordinated Interest: 12% + PIK of 4%;

Loan Maturity: 12/18/201(

Common Stocl
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$3,503,74
$12,028,89

$1,000,00




Name of Portfolio Company

Nature of
Business

Type of Investment

Interest/Maturity(1)

Total

Investment/Commitment(2)

Universal Trailer Group

York Label Holdings, Inc.

Livestock and
specialty trailer
manufacture

Consumer produt
labels

Senior Secured
Loan

Senior
Subordinated Loa
Senior Secured
Revolving Loar
Common Stocl
Common Stock
Warrants

Senior
Subordinated Loa
Preferred Stock

Common Stocl
Warrants

(1)  Allinterest is payable in cash unless otherwishcated.

Interest: LIBOR + 4%;
Maturity: 03/30/2007

Interest: 13.5%;
Maturity: 09/30/200¢
Interest: LIBOR + 4%;
Maturity: 03/30/200%

Expiration date: 05/15/2012

Interest: 10% + PIK of 2.5%;
Maturity: 03/15/200¢
Interest: PIK dividend 084,
Maturity: 12/15/2007
Expiration date: 09/16/201

$2,291,18

$7,500,00
$5,000,00(3)

$2,500,00

$10,230,91

$3,878,93

(2) The Total Investment/Commitment column shows tlieggral amount of all loans (including PIK interestcrued through July 3

2004), the liquidation preference for all preferstdck and the book value for any common stockanrants, in each case as of July 31,
2004. In certain cases such amounts are aggrelgateartfolio company for presentation purposes.

3) Committed amount only, no amount was outstandingf dslly 31, 2004
4) Investment is held indirectly through an investmegtiicle, and may not be a BDC qualifying asset.
(5) Not a BDC qualifying asset.

(6) Committed amount only; $558,000 was outstandingfdsily 31, 2004
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Other Potential Investments

We are also in discussions with, hade issued nobinding proposals to, several companies regardimgotential investment in su
companies through first and second lien seniordparezzanine debt and preferred equity. We cugrextbect that we will use borrowed funds
to make any such investments.

The consummation of any of these stiments depends upon the completion of this offesimd, among other things, satisfactory
completion of our due diligence investigation of fhrospective portfolio company, our acceptandb®terms and structure of such
investment, the execution and delivery of satisfigctiocumentation and the receipt of any necessargents. Any such investments will be
made in accordance with our investment policiesmodedures. We cannot assure you that we will naalyeof these investments.

INVESTMENTS

Ares Capital will seek to create eedsified portfolio that will include first and sewed lien senior loans and mezzanine debt by
investing a range of $10 million to $30 million dpital, on average, although the investment siz@sbe more or less. We also anticipate,
lesser extent, making equity investments in privaigdle market companies. These investments wilkgaly be less than $10 million each
made in conjunction with loans we make to thesepaoes. We expect that our target portfolio ouaetiwill include both first and second li
senior loans and mezzanine debt, and, to a lexsErteprivate equity securities. In addition tdgorating investments, we may acquire
investments in the secondary market.

Structurally, mezzanine debt usuediyk subordinate in priority of payment to senmans and are often unsecured. However,
mezzanine debt rank senior to common and prefegedy in a borrowers' capital structure. Typicaftyezzanine debt have elements of both
debt and equity instruments, offering the fixedires in the form of interest payments associated genior loans, 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@ns, mezzanine debt generally earn a h
return than senior secured debt. The warrants edsedavith mezzanine debt are typically detachabtéch allows lenders to receive
repayment of their principal on an agreed amoiittraschedule while retaining their equity intenesthe borrower. Mezzanine debt also may
include a "put" feature, which permits the holdesell its equity interest back to the borrowea atrice determined through an agreed formula.

We also intend, to a lesser extentake equity investments in private middle madarhpanies. In making an investment, in addi
to considering the factors discussed below undere§tment Selection," Ares also considers the ipatied timing of a liquidity event, such a
public offering, sale of the company or redemptibour equity securities.

Our principal focus will be to investfirst and second lien senior loans and mezzadéabt and, to a lesser extent, equity capital, of
middle market companies in a variety of industri&e will generally seek to target companies thaitegate positive cash flows. Ares has a !
of 17 investment professionals who specialize &cdjt industries. We will generally seek to inveastompanies from the industries in which
Ares' investment professionals have direct experlidie following is a representative list of thdustries in which Ares has invested.

. Aerospace and Defen
. Airlines

. Broadcasting/Cable

. Chemicals
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. Consumer Produc

. Energy

. Environmental Services

. Food and Beverage

. Gaming

. Health Care

. Homebuilding

. Lodging and Leisure

. Metals/Mining

. Paper and Forest Products
. Retalil

. Supermarket and Drt

. Technology

. Wireless Telecom and Wireline Telecom

However, we may invest in other irndies if we are presented with attractive oppotigsi

As a result of regulatory restricBpme are not permitted to invest in any portfalionpany in which Ares or any affiliate currentlys
an investment. However, we intend to apply for meneptive order from the SEC that would permit whjsct to certain terms and conditions,
to codnvest with funds managed by Ares (other than AC@suming receipt of a favorable exemptive ordemfthe SEC, we anticipate th
subject to certain terms and conditions, funds gaddy Ares (other than ACOF) may co-invest ingame portfolio companies as the
Company due to similarities in certain of theiréstment strategies. Such ioeestments will be on terms and conditions thatthe same in €
material respects, subject to the availability bical for investment on the part of the Company each such Ares fund and certain other
considerations.

In addition to such investments, wayrmvest up to 30% of the portfolio in opportuiishvestments in high-yield bonds, debt and
equity securities in collateralized debt obligatia@hicles, distressed debt or equity securitigsutllic companies. We expect that these public
companies generally will have debt that is non-#tweent grade. We also may invest in debt of miduteket companies located outside of the
United States, which investments are not anticibtdebe in excess of 5% of the portfolio at theetisuch investments are made.

INVESTMENT SELECTION

Ares' investment philosophy was depetl over the past 12 years and has remained tantsisroughout a number of economic
cycles. In managing the Company, Ares Capital Mansnt will employ the same investment philosophy jportfolio management
methodologies used by the investment professiafaiges in Ares' private investment funds.

Ares Capital Management's investnpdriibsophy and portfolio construction will involve:

. an assessment of the overall macroeconomic envienhend financial market
. compan-specific research and analysis; ¢
. with respect to each individual company, an empghasicapital preservation, low volatility and min@ation of downside risk.
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The foundation of Ares' investmenilggophy is intensive credit investment analysistrect sales discipline based on both market
technicals and fundamental value-oriented reseamdrdiversification strategy. Ares Capital Managetweill follow a rigorous process based
on:

. a comprehensive analysis of issuer creditworthiriasiiding a quantitative and qualitative assesgréthe issuer's business;
. an evaluation of management;

. an analysis of business strategy and industry $;eamt

. an in-depth examination of capital structure, ficiahresults and projections.

Ares Capital Management will seelidentify those issuers exhibiting superior fundatakrisk-reward profiles and strong defensible
business franchises while focusing on relative e@fithe security across the industry as well aghfe specific issuer.

Intensive due diligence

The process through which Ares CapManagement will make an investment decision imgslextensive research into the target
company, its industry, its growth prospects andaili#ity to withstand adverse conditions. If thaise investment professional responsible for
the transaction determines that an investment oppity should be pursued, Ares Capital Managemélhewgage in an intensive due diliger
process. Though each transaction will involve aaehat different approach, the regular due diligesteps generally to be undertaken inclt

. meeting with management to get an insider's vieth@hbusiness, and to probe for potential weaksdaseusiness prospects;
. checking management backgrounds and references;

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

. visiting headquarters and company operations aretintgetop and middle level executivt

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

. conducting a competitive analysis, and compariggitbuer to its main competitors on an operatimgicial, market share ai

valuation basis;

. researching the industry for historic growth treads future prospects (including Wall Street resleaindustry association
literature and general news);

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

. investigating legal risks and financial and accogsystems.

Selective investment process

Ares Capital Management intends tplesnAres’ credit recommendation process, whidloésised on selectively narrowing
investment opportunities through a process desigmétentify the most attractive opportunities. sreviews and analyzes numerous
investment opportunities on behalf of its fundslédermine which investments should be consummated.

After an investment has been idegdifand diligence has been completed, a creditnesaad analysis report is prepared. This report
will be reviewed by the senior investment profesalan charge of the potential investment. If seehior investment professional is in favor of
the potential investment, then it is presentedhéinvestment committee. Members of the investroemtmittee have an average of 20 years of
experience in the leveraged finance markets. Thestment generally
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requires the substantial consensus of the investomemmittee. Additional due diligence with respecany investment may be conducted on
our behalf by attorneys and independent accounfaitsto the closing of the investment, as welb#®er outside advisers, as appropriate.

Investment structure

Once we have determined that a pspeportfolio company is suitable for investmeng will work with the management of that
company and its other capital providers, includiegior, junior, and equity capital providers, tasture an investment. We will negotiate
among these parties to agree on how our investimenpected to perform relative to the other capitéhe portfolio company's capital
structure.

Debt investments

We anticipate investing in portfotiompanies in the form of first and second lien @eluans. We expect these loans generally to
terms of three to ten years. We generally will ob&ecurity interests in the assets of our potfobmpanies that will serve as collateral in
support of the repayment of these loans. This el may take the form of first or second priotigns on the assets of a portfolio company.

We anticipate structuring our mezmarinvestments primarily as unsecured, subordinatats that provide for relatively high, fixed
interest rates that will provide us with signifitaurrent interest income. These loans typicall}y have interest-only payments in the early
years, with amortization of principal deferred e fater years of the mezzanine debt. In some casemay enter into loans that, by th
terms, convert into equity or additional debt ofedgpayments of interest (or at least cash intgfesthe first few years after our investment.
Also, in some cases our mezzanine debt will beaterihlized by a subordinated lien on some or ahefassets of the borrower.

In some cases our debt investmenispravide for a portion of the interest payabld&payment-in-kind interest. To the extent
interest is payment-in-kind, it will be payabledhgh the increase of the principal amount of tlaa by the amount of interest due on the then-
outstanding aggregate principal amount of such.loan

In the case of our first and secaed senior loans and mezzanine debt, we will talerterms of the investment to the facts and
circumstances of the transaction and the prospeptivtfolio company, negotiating a structure thiatsato protect our rights and manage our
risk while creating incentives for the portfoliomapany to achieve its business plan and improverdgtability. For example, in addition to
seeking a senior position in the capital structifreur portfolio companies, we will seek, where regpiate, to limit the downside potential of
our investments by:

. requiring a total return on our investments (inahgdboth interest and potential equity apprecigtibat compensates us 1
credit risk;

. incorporating "put” rights and call protection irtee investment structure; and

. negotiating covenants in connection with our insrestts that afford our portfolio companies as muekilility in managing

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

In general, Ares Capital Managematerids to include financial covenants and termsréuire an issuer to reduce leverage, thereby
enhancing credit quality. These methods inclugenéintenance leverage covenants requiring a deiageeatio of debt to cash flow;
(ii) maintenance cash flow covenants requiringramédasing ratio of cash flow to the sum of intemegiense and
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capital expenditures; and (iii) debt incurrencehlodions, limiting a company's ability to re-levén addition, limitations on asset sales and
capital expenditures should prevent a company ftbanging the nature of its business or capitabiratvithout consent.

Our debt investments may include gof@atures, such as warrants or options to buynarnity interest in the portfolio company.
Warrants we receive with our debt may require @hominal cost to exercise, and thus, as a pastbadimpany appreciates in value, we may
achieve additional investment return from this ggiriterest. We may structure the warrants to gfeyirovisions protecting our rights as a
minority-interest holder, as well as puts, or rgytd sell such securities back to the company, tipemccurrence of specified events. In many
cases, we will also obtain registration rights @migection with these equity interests, which majude demand and "piggyback” registration
rights.

Equity investments

Our equity investments may consigbreferred equity that is expected to pay dividemis: current basis or preferred equity that does
not pay current dividends. Preferred equity gehetas a preference over common equity as to Higions on liquidation and dividends. In
some cases, we may acquire common equity. In geoeraequity investments will not be control-oried investments and we expect that in
many cases we will acquire equity securities asqfaa group of private equity investors in whick are not the lead investor. With respect to
preferred or common equity investments, we expeatake investments that will generally be less $Hh million each and made in
conjunction with loans that we make to the issuersnany cases, we will also obtain registratights in connection with these equity
interests, which may include demand and "piggybaeggistration rights.

ONGOING RELATIONSHIPS WITH AND MONITORING OF PORTFO LIO COMPANIES

Ares Capital Management will closeignitor each investment the Company makes, maiataggular dialogue with both the
management team and other stakeholders and segkicgly tailored financial reporting. In additipsenior investment professionals of Ares
may take board seats or board observation seats.

Post-investment, in addition to cowets and other contractual rights, Ares will seekxert significant influence through board
participation, when appropriate, and by activelykilng with management on strategic initiatives. #\often introduces managers of compa
in which they have invested to other portfolio c@nies to capitalize on complementary businessities\and best practices.

In addition to various risk managetramd monitoring tools, we intend to grade all am a scale of 1 to 4. This system is intendt
reflect the performance of the borrower's busingsscollateral coverage of the loans and othdofaconsidered relevant.

Under this system, loans with a grafi¢ involve the least amount of risk in our polith. The borrower is performing above
expectations and the trends and risk factors arerglly favorable. Loans graded 3 involve a leviaigk that is similar to the risk at the time of
origination. The borrower is performing as expeaead the risk factors are neutral to favorable.n&llv loans are initially graded 3. Loans
graded 2 involve a borrower performing below exagohs and indicates that the loan's risk has aszé materially since origination. The
borrower is generally out of compliance with debtenants, however, loan payments are generallynoot than 120 days past due. For loans
graded 2, we expect to increase procedures to ardhi borrower and the fair value generally wéllbowered. A loan grade of 1 indicates that
the borrower is performing materially below expéictas and that the loan risk has substantiallyegased since origination. Most or all of the
debt covenants are out of compliance and paymeatsubstantially delinquent. Loans graded 1 arexntitipated to be repaid in full.
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MANAGERIAL ASSISTANCE

As a BDC, we will offer, and must pidee upon request, managerial assistance to otfiofporcompanies. This assistance could
involve, among other things, monitoring the openadi of our portfolio companies, participating irabh and management meetings, consulting
with and advising officers of portfolio companiesdgproviding other organizational and financialdarice. We may receive fees for these
services. Ares Administration will provide such ragerial assistance on our behalf to portfolio comgmthat request this assistance.

COMPETITION

Our primary competitors to providedncing to middle market companies will include lpuland private funds, commercial and
investment banks, commercial financing companiespaivate equity funds. Many of our competitors swbstantially larger and have
considerably greater financial, technical and mi@migeresources than we do. For example, some cotmzeinay have access to funding
sources that are not available to us. In addisome of our competitors may have higher risk tolees or different risk assessments, which
could allow them to consider a wider variety oféstments and establish more relationships thaRwithermore, many of our competitors are
not subject to the regulatory restrictions that1840 Act will impose on us as a BDC. We expecide the industry information of Ares'
investment professionals to which we will have asd® assess investment risks and determine ajgepricing for our investments in
portfolio companies. In addition, we expect tha thlationships of the members of Ares Capital Mangent's investment committees and of
the senior principals of Ares, will enable us tarleabout, and compete effectively for, financipgartunities with attractive middle market
companies in the industries in which we seek testvFor additional information concerning the cefitpve risks we face, see "Risk Factors—
Risks Relating to our Business—We operate in alhighmpetitive market for investment opportunities.

STAFFING

We do not currently have any emplayaed do not expect to have any employees. Semamssary for our business will be provi
by individuals who are employees of Ares Capitahisigement and Ares Administration, pursuant to ¢nes of the management agreement
and the administration agreement. Each of our dikecafficers described under "Management" is aplegyree of Ares Administration and/or
Ares Capital Management. Our day-to-day investropetrations will be managed by our investment advidest of the services necessary for
the origination and administration of our investingartfolio will be provided by investment professals employed by Ares Capital
Management. Including Michael J. Arougheti, ourdiitent who will also serve on Ares Capital Managet'sénvestment committee, Ares
Capital Management has hired 5 investment profeatovho will focus on origination and transacti®velopment and monitoring of our
investments. See "Management—Investment AdvisodyManagement Agreement.” In addition, we will reumde Ares Administration for
our allocable portion of expenses incurred by pénforming its obligations under the administratagreement, including rent and our
allocable portion of the cost of our officers ahdit respective staffs. See "Management—AdminisimaAgreement.”

PROPERTIES

Our administrative offices are lochts 1999 Avenue of the Stars, Suite 1900, Los Aegge€alifornia, 90067, telephone number
(310) 201-4200; and our executive offices are ledat 780 Third Avenue, 46th Floor, New York, Newrk' 10017, telephone number
(212) 750-7300. In conjunction with the managenuémres Capital, our investment adviser may leak#tmnal office facilities in New York
to facilitate origination and marketing activities Ares Capital.
LEGAL PROCEEDINGS

Neither we nor Ares Capital Managetraae currently subject to any material legal pesiiegs.
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MANAGEMENT

Our business and affairs are manager the direction of our board of directors. Deard of directors currently consists of five
members, three of whom are not "interested persofi8tes Capital as defined in Section 2(a)(19)haf 1940 Act. We refer to these
individuals as our independent directors. Our badidirectors elects our officers, who will servelze discretion of the board of directors.

EXECUTIVE OFFICERS AND BOARD OF DIRECTORS

Under our charter, our directorsdixeded into three classes. Each class of direatdlidold office for a three year term. However,
the initial members of the three classes haveairtgirms of one, two and three years, respectivdlgach annual meeting of our stockholders,
the successors to the class of directors whosesterpire at such meeting will be elected to hofiteffor a term expiring at the annual mee
of stockholders held in the third year followingthear of their election. Each director will holifice for the term to which he or she is elected
and until his or her successor is duly electedcaralified.

Directors

Information regarding the board akdiors is as follows:

Director Expiration

Name Age Position Since of Term
Interested Directors

Antony P. Ressle 43 Coc-Chairman and Directc 200¢ 2007

Bennett Rosenth: 41 Cco-Chairman and Directc 200< 200¢
Independent Directors

Douglas E. Colthar 43 Director 200¢ 200¢

Robert L. Rosel 57 Director 200< 200¢

Eric B. Siege 46 Director 200¢ 2007

The address for each director isfAoks Capital Corporation, 1999 Avenue of the Starste 1900, Los Angeles, California, 90067.

Executive officers who are not directors

Information regarding our executifaers who are not directors is as follows:

Name Age Position

Michael J. Aroughet 31 Presiden

Daniel F. Nguyer 32 Chief Financial Office

Kevin A. Frankel 42 Chief Compliance Officer and Secret:

Merritt S. Hooper 43 Vice President of Investor Relations and
Treasure

The address for each executive affice/o Ares Capital Corporation, 1999 Avenuehef Stars, Suite 1900, Los Angeles, California,
90067.
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Biographical information
Directors

Our directors have been divided imto groups—interested directors and independegsttiirs. Interested directors are interested
persons as defined in the 1940 Act.

Independent directors

Douglas E. Coltharp—Mr. Coltharp joined Saks Incorporated as Executiiee President and Chief Financial Officer in
November 1996. Saks Incorporated is comprised ofttusiness segments, Saks Department Store Grigh wperates 241 department st
under various nameplates in 24 states and SaksAtnue Enterprises, which operates Saks Fifthnéeduxury department stores (62 stores
in 26 states) and Off 5th Saks Fifth Avenue OUB&tstores in 23 states). Prior to joining Sak®iporated Mr. Coltharp spent ten years in the
Corporate Finance Department of Bank of Americastmecently as Senior Vice President and headeoStiutheast Corporate Finance Group
headquartered in Atlanta. Mr. Coltharp holds a BhSzinance and Economics from Lehigh UniversityBigthlehem, Pennsylvania and an
M.B.A. from the Wharton School, University of Pegilvania, in Philadelphia, Pennsylvania.

Robert L. Rosen—Mr. Rosen currently serves as co-Managing PaghBolphin Domestic Fund 11, a diversified privaterestment
partnership that invests primarily in publicly-textNorth American companies. In 1998, Mr. Roseméa National Financial Partners
("NFP™), an independent distributor of financiahgees to high net worth individuals and small tedium-sized corporations. He served as
NFP's CEO from 1998 to 2000 and as its Chairmaih dartuary 2002. From 1987 to the present, Mr. Rdses been CEO of RLR Partne
LLC, a private investment firm with interests indincial services, healthcare, media and multi-itrtgu®mpanies. From 1989 to 1993
Mr. Rosen was Chairman and CEO of Damon Corporatideading healthcare and laboratory testing complaat was ultimately sold to
Quest Diagnostics. From 1983 to 1987, Mr. RosenWies Chairman of Maxxam Group. Prior to that, lRosen spent twelve years at
Shearson American Express in positions in researeastment banking and senior management, antvfioyears was Assistant to Sanford
Weill, the then Chairman and CEO of Shearson. MiséR holds an MBA in finance from NYU's Stern Sdhoo

Eric B. Siegel—Mr. Siegel is a Director and Chairman of the ExeeuCommittee of El Paso Electric Company, an NYiBlicly
traded utility company. Since 1995, Mr. Siegel hasn a business consultant, and is currently a meaflihe Board of Directors of Kerzner
International Limited, an NYSE publicly traded coamy that develops and operates destination caesurts, luxury resort hotels and gaming
properties worldwide. He is the Chairman of the hadd Compensation Committees at Kerzner Inteonati Mr. Siegel is a retired limited
partner of Apollo Advisors, L.P. and Lion AdvisotsP. Mr. Siegel is also a member of the Board mistees of the Marlborough School,
where he also serves as Finance Chair, a memlbiee &oard of Directors and Treasurer of the Frievfdbe Los Angeles Free Clinic, a board
member and Vice-President, Finance, of Reprisea@n@y's Best, a non-profit theatre organizatiod, amember of the Executive Committee
of the Cedars-Sinai Medallions Group. Mr. Siegdtldnis Bachelor of Arts degree Summa Cum Laudel@andiegree Order of the Coif from
the University of California at Los Angeles.

Interested directors

Antony P. Ressle—Mr. Ressler founded Ares in 1997 and serves irAites Private Equity Group and as a Senior Advisdhe
Ares Capital Markets Group. Mr. Ressler also seagean Investment Committee member on all AresduRdor to that, he was a co-founder
of Apollo Management, L.P. in 1990 where he overasad led capital markets activities from inceptioniil

55




2002, focusing particularly on distressed and pe\eqjuity investment opportunities originating agsult of day-to-day involvement in the
capital markets. Prior to 1990, Mr. Ressler sea®&d Senior Vice President in the High Yield BorepBrtment of Drexel Burnham Lambert
Incorporated, with responsibility for the New Is&sgndicate Desk. Mr. Ressler serves on severabisazfrdirectors including: Allied Waste
Industries, Inc. and Samsonite Corporation. Mr.dRegsalso serves on the Board of Directors of Lagéles County's Alliance for College
Ready Public Schools, an operator of public chatéools, as well as the Board of Trustees of #et&? for Early Education. Mr. Ressler is
also one of the founding members of the Board oé®ors of the Painted Turtle Camp, the Southelifd@aia chapter of The Hole in the Wall
Gang Camps created to serve children dealing vhitbric and life threatening illnesses by creatirggmorable, old-fashioned camping
experiences. Mr. Ressler received his BSFS fronrgatown University's School of Foreign Service amckived his MBA from Columbia
University's Graduate School of Business. AntoniR&ssler is an "interested person” of the Compargefined in section 2(a)(19) of the 1940
Act because he is on the investment committee ef Arapital Management, the Company's investmerseghand is a member of Ares
Partners Management Company LLC, the parent of Masagement, LLC, the managing member of the imvest advisor.

Bennett Rosenthal—Mr. Rosenthal is a founding member of Ares andeeim the Ares Private Equity Group and as a Senior
Advisor to the Ares Capital Markets Group. Sinc®€8,9Mr. Rosenthal has also overseen all of Aregzaxgine debt investments. Prior to
joining Ares, Mr. Rosenthal was a Managing Diredtothe Global Leveraged Finance Group of Merrithch and was responsible 1
originating, structuring and negotiating many leged loan and high yield financings. Mr. Rosentirs also a senior member of Merrill
Lynch's Leveraged Transaction Commitment Committie transaction experience is both acquisition mma-acquisition related across a
broad range of industries including retail, telecommications, media, healthcare, financial servaras consumer products. Mr. Rosenthal is a
member of the following Boards of Directors: DowgR@ynamics, LLC, MF Acquisition Corporation (Maiderm) and National Bedding
Company LLC. Mr. Rosenthal graduated summa cumeavith a BS in Economics from the University of Reylvania's Wharton School of
Business where he also received his MBA with ditiom. Bennett Rosenthal is an "interested persbtie Company as defined in section 2
(2)(19) of the 1940 Act because he is on the imrest committee of Ares Capital Management, the Gogis investment adviser, and is a
member of Ares Partners Management Company LLOpdnent of Ares Management, LLC, the managing merabthe investment advisor.

Executive officers who are not directors

Michael J. Arougheti —Mr. Arougheti joined Ares in May 2004. Prior tcatitime, Mr. Arougheti was employed by Royal Baifik o
Canada, where he was a Managing Partner of theipairFinance Group of RBC Capital Partners anceanber of the firm's Mezzanine
Investment Committee. At RBC Capital Partners, Mougheti oversaw an investment team that origishateanaged and monitored a diverse
portfolio of middle market leveraged loans, semind junior subordinated debt, preferred equity, @mmon stock and warrants on behalf of
RBC and other third-party institutional investav.. Arougheti, together with Mr. deVeer and Mr. $im¢ontrols an entity that has a right of
first refusal on the Portfolio, which has been veaiyvn connection with our purchase of the Portfdilo. Arougheti joined Royal Bank of
Canada in October 2001 from Indosuez Capital, wher@as a Principal, responsible for originatingjauring and executing leveraged
transactions across a broad range of productsss®d elasses. Mr. Arougheti sat on the firm's Itmest Committee and was also active in the
firm's private equity fund investment and fund wifidls program. Prior to joining Indosuez in 1994, Mougheti worked at Kidder Peabody &
Co., where he was a member of the firm's Mergedsfamquisitions Group advising clients in varioudustries, including natural resources,
pharmaceuticals and consumer products. Mr. Aroudpastextensive experience in leveraged finanadyding senior bank loans, mezzanine
debt and private
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equity. He has worked on a range of transactionsdmpanies in the consumer products, manufactuhieglthcare, retail and technology
industries. Mr. Arougheti received a B.A. in Ethi€olitics and Economics, cum laude, from Yale énsity.

Daniel F. Nguyen—Mr. Nguyen joined Ares in August 2000 and is cutiseits Chief Financial Officer. From 1996 to 2000,
Mr. Nguyen was with Arthur Andersen LLP, where hasvin charge of conducting business audits on nousdinancial clients, performing
due diligence investigation of potential mergerd anquisitions, and analyzing changes in accoumnfiridelines for derivatives. At Arthur
Andersen LLP, Mr. Nguyen also focused on treasisiymanagement and on mortgage-backed securittestaer types of structured
financing. Mr. Nguyen graduated with a BS in Acctiog from the University of Southern California‘axenthal School of Accounting and
received his MBA in Global Business from Pepperdiméversity's Graziadio School of Business and Mgmaent. Mr. Nguyen also studied
European business environment at Oxford Univeisifgngland as part of the MBA curriculum. Mr. Nguyis a Certified Public Accountant.

Kevin A. Frankel— Mr. Frankel joined Ares as General Counsel in ApBi03. From 2000 to 2002, Mr. Frankel was with
RiverOne, Inc., a company providing supply chaimegement software and services, most recently gisiSéice President—Business
Development and General Counsel. From 1995 to 2d@0rrankel was with Aurora National Life Assur@a€ompany, most recently as
Senior Vice President-Operations and General CouRsan 19861995, Mr. Frankel was with the law firm of Irell Blanella, most recently
a partner, resident in its corporate securitiesigrand specializing in mergers and acquisitions.Aviankel received his JD in 1986 from the
UCLA School of Law, where he was awarded a Johi©okh Fellowship in Law and Economics for acadentghiavement and graduated Or
of the Coif. He received his BA from UCLA in 1983.

Merritt S. Hooper— Ms. Hooper is a co-founder of Ares and was assettiaith Lion Advisors, L.P. from 1991 to 1997, waer
Ms. Hooper worked as a senior credit analyst gagteg in both portfolio management and stratédg. Hooper functions as a senior
investment analyst in the Capital Markets Group igralso the Director of Investor Relations forales funds. From 1987 until 1991,
Ms. Hooper was with Columbia Savings and Loan, mestntly as Vice President in the Investment Manaent Division. Ms. Hooper serves
on the executive and investment boards of Ce8arai Medical Center in Los Angeles. Ms. Hooperdgigted from the University of Califorr
at Los Angeles (UCLA) with a BA in Mathematics amdeived her MBA in Finance from UCLA's Andersorh8al of Management.

INVESTMENT COMMITTEE

Information regarding the member#&\ds Capital Management's investment committes fokows:

Name Age Position

Antony P. Ressler 43 Co-Chairman and Director of the
Company, Member of Investment
Committee

Bennett Rosenthal 41 Co-Chairman and Director of the
Company, Member of Investment
Committee

John Kissick 62 Member of Investment Committ

David Sach: 45 Member of Investment Committt

Michael J. Arougheti 31 President of the Company, Member of

Investment Committe
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The address for each member of Agsit@l Management's investment committee is c/cAapital Corporation, 1999 Avenue of
Stars, Suite 1900, Los Angeles, California, 90067.

Members of Ares Capital Management's investment comittee who are not directors or officers of the Corpany

John Kissick —Mr. Kissick, is a founding member of Ares and s=rin Ares' Private Equity Group as well as a Sedyisor to all
funds in Ares' Capital Markets Group. Mr. Kissidk@serves on the Investment Committee for the S@porate Opportunities Fund.
Mr. Kissick is also a co-founder of Apollo Managemed..P. Mr. Kissick has been associated with Apgihce its inception and was a member
of the original six-member management team. Togetlith Mr. Ressler, Mr. Kissick oversaw and led tiapital markets activities of Apollo
Management, L.P. and Lion Advisors. L.P. from 18@@I| 2002, particularly focusing on high yield ks leveraged loans and other fixed
income assets. Prior to 1990, Mr. Kissick served 8gnior Executive Vice President of Drexel BumHhaambert, where he began in 1975,
eventually heading its Corporate Finance DepartnintKissick serves on the boards of the CedansiS¥ledical Center in Los Angeles, the
Stanford University Graduate School of Businesstherd-ulfillment Fund which helps economically disantaged kids graduate from high
school and college through mentoring and othernarmg. Mr. Kissick graduated from Yale Universityttva BA in Economics and with
highest honors from the Stanford Business Schail arn MBA in Finance.

David Sachs—Mr. Sachs is a founding member of Ares and fumatias Co-Portfolio Manager of the Capital Marketsu® and
serves as an Investment Committee member on adl firels. Since Ares' inception in 1997, Mr. Sads dverseen and led Ares' high yield
bond and leveraged loan investment activities. Ft884 until 1997, Mr. Sachs was a principal of ORgttners, Inc. specializing in merchant
banking and related capital raising activitieshia thezzanine debt and private equity markets fddlaimarket companies. From 1990 to 1¢
Mr. Sachs was employed by Taylor & Co., an investnmeanager providing investment advisory and cdimgubkervices to members of the
Bass Family of Fort Worth, Texas. From 1984 to 1990 Sachs was with Columbia Savings and Loan gission, most recently as Execut
Vice President, responsible for all asset-liabititgnagement as well as running the Investment Managt Department. Mr. Sachs serves on
the Board of Directors of Terex Corporation. MrcBa graduated from Northwestern University with@iB Industrial Engineering and
Management Science.

OTHER INVESTMENT PROFESSIONALS

R. Kipp deVeer— Mr. deVeer joined Ares in July 2004 and serves Baaaging Director in the Private Debt Group of é\re
Management LLC. Before Ares Mr. deVeer was a padh@&BC Capital Partners in the Principal FinaBeeup, the firm's middle market
financing and principal investment business. M/ eler joined RBC in October 2001 from the merchatking group of Indosuez Capital. At
RBC Capital Partners and Indosuez Capital, Mr. dgWeas responsible for originating, structuringd @xecuting senior and subordinated debt
investments in middle market buyouts and acquisstidn addition, Mr. deVeer was responsible foeisting the firm's capital in private equity
transactions. Previously, Mr. deVeer worked at MiBrgan & Co., both in a Special Investment Fund.&f Morgan Investment
Management, Inc. and the Investment Banking DivigibJ.P. Morgan Securities, Inc. Mr. deVeer reedia B.A. from Yale University and an
M.B.A. from Stanford University's Graduate SchobBoisiness.

Michael L. Smith— Mr. Smith joined Ares in July 2004 and serves daaaging Director in the Private Debt Group of Ares
Management LLC. Before Ares, Mr. Smith was a par&tdRBC Capital Partners in the Principal FinaGeeup, the firm's middle market
financing and principal investment business. MritBjoined RBC in October 2001 from Indosuez Cdpitdere he was a Vice President in
the merchant banking group. At RBC Capital Partae Indosuez Capital,
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Mr. Smith was responsible for originating and exegusenior debt and mezzanine financings for neddarket leveraged buyouts and
recapitalizations. In addition, Mr. Smith was resgible for investing the firm's capital in privaquity transactions. Previously, Mr. Smith
worked at Kenter, Glastris & Company, a privateiggnvestment firm specializing in leveraged maegnt buyouts and at Salomon
Brothers Inc., in their Capital Markets and Finahénstitutions Group. Mr. Smith received a MasterManagement from the J.L. Kellogg
Graduate School of Management and a B.S. in BusiAdministration, cum laude, from the UniversityNidtre Dame.

COMMITTEES OF THE BOARD OF DIRECTORS
Audit committee

The members of the audit committeeMessrs. Coltharp, Rosen and Siegel, each of whamlependent for purposes of the 1940
and The NASDAQ National Market corporate governamgpilations. Mr. Coltharp serves as chairman efadit committee. The audit
committee is responsible for approving our indegen@ccountants, reviewing with our independendactants the plans and results of the
audit engagement, approving professional servioadged by our independent accountants, reviewliregindependence of our independent
accountants and reviewing the adequacy of ourriatexccounting controls. The audit committee is atsponsible for aiding our board of
directors in fair value pricing debt and equity\géties that are not publicly traded or for whialrrent market values are not readily available.
Where appropriate, the board of directors and axaitmittee may utilize the services of an indepeahgaluation firm to help them determine
the fair value of these securities.

Nominating committee

The members of the nominating conesitire Messrs. Coltharp, Rosen and Siegel, eashah is independent for purposes of the
1940 Act and The NASDAQ National Market corporat@grnance regulations. Mr. Siegel serves as chaiohéhe nominating committee.
The nominating committee is responsible for sehegtiesearching and nominating directors for edechiy our stockholders, selecting
nominees to fill vacancies on the board or a cotemiof the board, developing and recommendingadutard a set of corporate governance
principles and overseeing the evaluation of thadhaad our management.

Compensation committee
We will not have a compensation cotteri because our executive officers will not reeeiny direct compensation from us.
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COMPENSATION TABLE

The following table shows informatimyarding the compensation expected to be recéiyelde directors for the calendar year eni
December 31, 2004. No compensation is paid to wireevho are "interested persons.”

Pension or Total
retirement compensation
Aggregate benefits from Ares
compensation from accrued as part Capital paid to
Name Ares Capital(1) of our expenses(2) director
Independent directors
Douglas E. Colthar $ 32,00( None $ 32,00(
Robert L. Rosel $ 30,00( None $ 30,00(
Eric B. Siege $ 31,00( None $ 31,00(
Interested directors
Antony P. Ressle None None None
Bennett Rosenthi None None None

(1)  We are newly organized, and the amounts liste@stimated for the year 2004. For a discussion@frilependent directol
compensation, see below.

2) We do not have a profit sharing or retirement p&ard directors do not receive any pension or matre benefits.

The independent directors will reesin annual fee of $50,000. They will also rec&®2g&00 plus reimbursement of reasonable out-
of-pocket expenses incurred in connection withraliteg each board meeting and will receive $1,008 ptimbursement of reasonable out-of-
pocket expenses incurred in connection with attendiach committee meeting. In addition, the Chairofahe Audit Committee will receive
an annual fee of $5,000 and each chairman of drgr abmmittee will receive an annual fee of $2,f¥Gheir additional services in these
capacities. In addition, we will purchase directarsd officers' liability insurance on behalf ofralirectors and officers. Independent directors
will have the option to receive their directorgdegpaid in shares of our common stock issued gdte per share equal to the greater of net asse
value or the market price at the time of payment.

INVESTMENT ADVISORY AND MANAGEMENT AGREEMENT
Management services

Ares Capital Management will serveoasinvestment adviser. Ares Capital Managemeatriswly formed investment adviser that is
registered as an investment adviser under the Advikct. Subject to the overall supervision of baard of directors, the investment adviser
will manage the day-to-day operations of, and gevhvestment advisory and management servicégés, Capital. Under the terms of an
investment advisory and management agreement,@apial Management will:

. determine the composition of our portfolio, theuratand timing of the changes to our portfolio #melmanner of implementing
such changes;

. identify, evaluate and negotiate the structuréhefinvestments we make (including performing dligelce on our prospectiy
portfolio companies);

. close and monitor the investments we make;

. determine the securities and other assets thatillvpuschase, retain or se

Ares Capital Management's serviceteuthe investment advisory and management agraeareenot exclusive, and it is free to
furnish similar services to other entities.
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Management fee

Pursuant to the investment advisony management agreement, we will pay Ares Capitaiddement a fee for investment advisory
and management services consisting of two compsreatase management fee and an incentive fee.

The base management fee will be tatled at an annual rate of 1.5% of our total agsgter than cash or cash equivalents but
including assets purchased with borrowed funds) seovices rendered under the investment advisuiyneanagement agreement during the
period commencing from the closing of this offerthgough and including the end of our first calenglaarter, the base management fee wi
payable monthly in arrears. For services rendeneiéuthe investment advisory and management agreeafter that time, the base
management fee will be payable quarterly in arrdansil we have completed our first calendar quattee base management fee will be
calculated based on the initial value of our takdets after giving effect to the purchase of irtf®io (other than cash or cash equivalents but
including assets purchased with borrowed fundshs8guently, the base management fee will be cagzltlzased on the average value of our
total assets (other than cash or cash equivalenisadluding assets purchased with borrowed fuati$he end of the two most recently
completed calendar quarters, and appropriatelyssstjufor any share issuances or repurchases dbergurrent calendar quarter. Base
management fees for any partial month or quartéhbe@iappropriately pro rated.

The incentive fee will have two pasds follows:

One part will be calculated and pagajuarterly in arrears based on our pre-incerféeenet investment income. Pre-incentive fee net
investment income means interest income, dividandrme and any other income (including any othes {ether than fees for providing
managerial assistance), such as commitment, otigimatructuring, diligence and consulting feeothrer fees that we receive from portfolio
companies) accrued during the calendar quartemysronr operating expenses for the quarter (inctutiie base management fee, expenses
payable under the administration agreement, andraesest expense and dividends paid on any oustgrmpreferred stock, but excluding the
incentive fee). Pre-incentive fee net investmeabime includes, in the case of investments withfarded interest feature (such as market
discount, debt instruments with payment-in-kineiest, preferred stock with payment-in-kind dividemnd zero coupon securities), accrued
income that we have not yet received in cash. fiiestment adviser is not under any obligation tmberse us for any part of the incentive
it received that was based on accrued income thatever receive as a result of a default by aryeoii the obligation that resulted in the
accrual of such income.

Pre-incentive fee net investment mealoes not include any realized capital gaindizezhcapital losses or unrealized capital
appreciation or depreciation. Because of the siraaf the incentive fee, it is possible that weyrmpay an incentive fee in a quarter where we
incur a loss. For example, if we receive pre-inisentee net investment income in excess of the leuate for a quarter, we will pay the
applicable incentive fee even if we have incurrégsa in that quarter due to realized and unredlcapital losses.

Pre-incentive fee net investment mepexpressed as a rate of return on the valuarafet assets at the end of the immediately
preceding calendar quarter, will be compared teedf"hurdle rate” of 2.00% per quarter (8.0% atized). If market interest rates rise, we
may be able to invest our funds in debt instrumérds provide for a higher return, which would iease our pre-incentive fee net investment
income and make it easier for our investment ad¥gssurpass the fixed hurdle rate and receiveneritive fee based on such net investment
income. Our pre-incentive fee net investment incaised to calculate this part of the incentive gal$o included in the amount of our total
assets (other than cash and cash equivalentsdbudiimg assets purchased with borrowed funds) tsedlculate the 1.5% base management
fee.
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We will pay Ares Capital Managementicentive fee with respect to our pre-incentiee fiet investment income in each calendar
quarter as follows:

. no incentive fee in any calendar quarter in whigh gre-incentive fee net investment income doesroged the hurdle rate;

. 100% of our pr-incentive fee net investment income with respec¢h&d portion of such p-incentive fee net investment incor
if any, that exceeds the hurdle rate but is leas th50% in any calendar quarter (10% annuali2&@)refer to this portion of ol
pre-incentive fee net investment income (which exsethe hurdle rate but is less than 2.50%) actteh-up." The "catch-up"
is meant to provide our investment adviser with 28096ur pre-incentive fee net investment incomd ashurdle rate did not
apply if this net investment income exceeds 2.50%ny calendar quarter; and

. 20% of the amount of our pre-incentive fee net streent income, if any, that exceeds 2.50% in atgnckar quarter (10%
annualized).

These calculations will be appromhatpro rated for any period of less than three th@and adjusted for any share issuances or
repurchases during the current quarter.

The second part of the incentivevidebe determined and payable in arrears as oetiteof each calendar year (or upon termination
of the investment advisory and management agreem®ioff the termination date), commencing withdakendar year ending on December
2004, and will equal 20.0% of our realized capitains for the calendar year, if any, computed helloealized capital losses and unrealized
capital depreciation for such year; provided thatincentive fee determined as of December 31, 200%e calculated for a period of shorter
than twelve calendar months to take into accountraalized capital gains computed net of all reslizapital losses and unrealized capital
depreciation for the period ending December 314200

We will defer cash payment of anyeintive fee otherwise earned by our investment advigluring the most recent four full calendar
quarter period ending on or prior to the date quayment is to be made the sum of (a) our aggrefistiébutions to our stockholders and
(b) our change in net assets (defined as totatsaakeses indebtedness) is less than 8.0% of ouassgtts at the beginning of such period. These
calculations will be appropriately pro rated durthg first three calendar quarters following thesalg of this offering and will be adjusted for
any share issuances or repurchases.
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Examples of Quarterly Incentive Fee Calculation
Example 1: Income Related Portion of Incentive Feé]:

Assumption:

Hurdle rate(2) = 2.00¢
Management fee(3) = 0.375
Other expenses (legal, accounting, custodian, feaagent, etc.)(4) = 0.20'

Alternative 1
Additional Assumption

* Investment income (including interest, dividendgd, etc.) = 1.25¢
* Pre-incentive fee net investment income
(investment incom- (management fee + other expenses)) = 0.6

Pre-incentive fee net investment meadoes not exceed hurdle rate, therefore there iiscentive fee.

Alternative 2
Additional Assumption

* Investment income (including interest, dividendzd, etc.) = 2.70¢
* Pre-incentive fee net investment income
(investment incom- (management fee + other expenses)) = 2.1

Pre-incentive fee net investment income exceeddlduate, therefore there is an incentive

fee.
Incentive = 100% x "Catch-Up" + the greater of 08D (20% x (pre-incentive
Fee fee net investment incon- 2.50%)

(100% x (2.125%- 2.00%)) + 0%

100% x 0.125%

0.125%

Alternative 3
Additional Assumption

* Investment income (including interest, dividendzd, etc.) = 3.50¢

» Pre-incentive fee net investment income
(investment incom- (management fee + other expenses)) = 2.9

Pre-incentive fee net investment income exceeddlduate, therefore there is an incentive

fee.
Incentive = 100% x "Catch-Up" + the greater of 08ND (20% x (pre-incentive
Fee fee net investment incon- 2.50%)

= (100% x (2.50%- 2.00%)) + (20% x (2.925¢ 2.50%))
= 0.50% + (20% x 0.425%

= 0.50% + 0.085%



= 0.585%

1)

@)
®)

(4)

The hypothetical amount of pre-incentive fee neestment income shown is based on a percentagéabhiet assets. In addition, the
example assumes that during the most recent fdlurdiendar quarter period ending on or prior te tlate the payment set forth in the
example is to be made, the sum of (a) our aggrefistiébutions to our stockholders and (b) our d&im net assets (defined as total
assets less indebtedness) is at least 8.0% ofet@ssets at the beginning of such period (as tadjdisr any share issuances or
repurchases).

Represents 8.0% annualized hurdle rate.

Represents 1.5% annualized management fee. Fputheses of this example, we have assumed thabwe ot incurred any
indebtedness and that we maintain no cash or cpshatents.

Excludes organizational and offering expenses.
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Example 2: Capital Gains Portion of Incentive Fee:
Alternative 1

Assumption:

Year 1: $20 million investment mau

. Year 2: Fair market value ("FMV") of investment elehined to be $22 million
. Year 3: FMV of investment determined to be $17 il
. Year 4: Investment sold for $21 millic

The impact, if any, on the capital gains portiorite incentive fee would be:
Year 1: No impact
Year 2: No impact
Year 3: Reduce base amount on which the seconaptimt incentive fee is calculated by $3 million

Year 4: Increase base amount on which the secan@faie incentive fee is calculated by $4 milli@ss the amount, if any, of
the unrealized capital depreciation from Year 3 thid not actually reduce the incentive fee thatildatherwise have been
payable to the investment adviser in Year 3

Alternative 2

Assumption:
. Year 1: $20 million investment mai
. Year 2: FMV of investment determined to be $17 il
. Year 3: FMV of investment determined to be $17 ianill
. Year 4: FMV of investment determined to be $21 il
. Year 5: FMV of investment determined to be $18 il
. Year 6: Investment sold for $15 million

The impact, if any, on the capital gains portiortte incentive fee would be:
Year 1: No impact
Year 2: Reduce base amount on which the seconaptme incentive fee is calculated by $3 million
Year 3: No impact
Year 4: No impact
Year 5: No impact

Year 6: Reduce base amount on which the seconaptmt incentive fee is calculated by $2 millidagpthe amount, if any, of
the unrealized capital depreciation from Year 2 thid not actually reduce the incentive fee thatildatherwise have been
payable to the investment adviser in prior years
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Alternative 3
Assumption:

. Year 1: $20 million investment made in company lyestment A"), and $20 million investment madeampany E
("Investment B")

. Year 2: FMV of Investment A is determined to be $2illion, and Investment B is sold for $18 million

. Year 3: Investment A is sold for $23 millic
The impact, if any, on the capital gains portiortte incentive fee would be:
Year 1: No impact

Year 2: Reduce base amount on which the seconaptire incentive fee is calculated by $2 millioagdlized capital loss on
Investment B)

Year 3: Increase base amount on which the secandfihe incentive fee is calculated by $3 milligralized capital gain on
Investment A)

Alternative 4

Assumption:

Year 1: $20 million investment made in company léstment A"), and $20 million investment madeampany E
("Investment B")

. Year 2: FMV of Investment A is determined to be $2illion, and FMV of Investment B is determinedtie $17 million
. Year 3: FMV of Investment A is determined to be $dilion, and FMV of Investment B is determinediie $18 million
. Year 4: FMV of Investment A is determined to be $iiflion, and FMV of Investment B is determinedie $21 million
. Year 5: Investment A is sold for $17 million, amd/éstment B is sold for $23 million

The impact, if any, on the capital gains portiortte incentive fee would be:
Year 1: No impact

Year 2: Reduce base amount on which the seconaptire incentive fee is calculated by $3 milliemfealized capital
depreciation on Investment B)

Year 3: Reduce base amount on which the seconaptire incentive fee is calculated by $2 milliemfealized capital
depreciation on Investment A)

Year 4: No impact

Year 5: Increase base amount on which the secan@dfaide incentive fee is calculated by $5 milligg6 million of realized
capital gain on Investment B partially offset by#illion of realized capital loss on Investmentl&3s the amount, if any, of the
unrealized capital depreciation on Investment Anfréear 3 and the unrealized capital depreciatiomeastment B from Year
that did not actually reduce the incentive fee$ Wauld otherwise have been payable to the investmadviser in prior years
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Payment of our expenses

All investment professionals of theestment adviser and their respective staffs vamehto the extent engaged in providing
investment advisory and management services, andaimpensation and routine overhead expenses lofogusonnel allocable to such
services, will be provided and paid for by Ares talpManagement. We will bear all other costs axpemses of our operations and
transactions, including those relating to: orgatiizg calculation of our net asset value (includihg cost and expenses of any independent
valuation firm); expenses incurred by Ares Capilanagement payable to third parties, including &geronsultants or other advisers, in
monitoring our financial and legal affairs and immitoring our investments and performing due dilige on our prospective portfolio
companies; interest payable on debt, if any, irerlito finance our investments; offerings of our omm stock and other securities; investment
advisory and management fees; administration fees;payable to third parties, including agentasatiants or other advisers, relating to, or
associated with, evaluating and making investmeéraasfer agent and custodial fees; registraties;fésting fees; taxes; independent directors
fees and expenses; costs of preparing and filipgrte or other documents of the SEC; the costeipireports, proxy statements or other no
to stockholders, including printing costs; to tixée@it we are covered by any joint insurance pdiocteir allocable portion of the insurance
premiums for such policies; direct costs and exgem$ administration, including auditor and legadts; and all other expenses incurred by us
or Ares Administration in connection with administg our business, such as our allocable portioovefhead under the administration
agreement, including rent and our allocable portibthe cost of our officers and their respectitsdfs.

Duration and termination

The investment advisory and managemgreement was approved by our board of directorSeptember 8, 2004. Unless terminated
earlier as described below, it will continue ineeff for a period of two years from its effectivaealdt will remain in effect from year to year
thereafter if approved annually by our board oédiors or by the affirmative vote of the holdersaahajority of our outstanding voting
securities, including, in either case, approvahbyajority of our directors who are not interegtedsons. The investment advisory and
management agreement will automatically terminathié event of its assignment. The investment adyiand management agreement ma
terminated by either party without penalty upondd@s' written notice to the other. See "Risk FastaRisks Relating to our Busines$ie are
dependent upon Ares Capital Management's key peesdor our future success and upon their accessds investment professionals.”

Indemnification

The investment advisory and managémgreement provides that, absent willful misfeasabad faith or gross negligence in the
performance of its duties or by reason of the rxkidisregard of its duties and obligations, Aragital Management, its members and their
respective officers, managers, partners, agentslogees, controlling persons, members and any qteson or entity affiliated with it are
entitled to indemnification from Ares Capital famyjadamages, liabilities, costs and expenses (iimjudasonable 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 advisgresf Capital.

Organization of the investment adviser

Ares Capital Management LLC is a nefefmed Delaware limited liability company thatreggistered as an investment adviser under
the Advisers Act. The principal executive officdsAmes Capital Management are located at 1999 Agenfithe Stars, Suite 1900, Los Ange
California 90067.
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Board approval of the Investment Advisory and Managment Agreement

On September 8, 2004, our board i&atiors approved the investment advisory and manageagreement. In its consideration of the
investment advisory and management agreementpotrel lof directors reviewed a significant amouninéérmation and considered a number
of factors, including:

. our investment objectives;
. the nature, quality and extent of the advisory atfetr services to be provided to us by the investradviser;
. the investment selection process to be employaslibynvestment adviser, including the flow of tracson opportunitie

resulting from Ares Capital Management's investnpeafessionals' significant capital markets, trgdamd research expertise,
the employment of Ares Capital Management's inveatmhilosophy, diligence procedures, credit recemaation process,
investment structuring, and ongoing relationshijth wnd monitoring of portfolio companies;

. our investment adviser's personnel and their gkperience in connection with the types of investia@roposed to be made by
us, including such personnel's network of relatigos with intermediaries focused on middle markeghpanies;

. comparative data with respect to management fegténaentive fees of other business development emieg with simila
investment objectives;

. the other terms and conditions of the investmewisady and management agreement;

. the administrative services that the Administratdl provide to us at cos

. our projected operating expenses and expensectipared to other business development compantassimiilar investmen
objectives;

. historical performance information concerning theeistment adviser's affiliates;

. our investment adviser's estimated pro forma @bility with respect to managing L

. the limited potential for additional benefits to derived by our investment adviser and its affdgés a result of our relationship

with our investment adviser;

. the limited potential for economies of scale indeiment management associated with a larger cépisal for investments
first and second lien senior loans and mezzanibé ded

. the difficulty of obtaining similar services fronther third party service providers or through aeiinally managed structure.

In addition, our board of directomsidered the interests of senior management thesci "Certain Relationships" and concluded
that the judgment and performance of our senioragament will not be impaired by those interests.

Based on the information reviewed dradiscussions, the board of directors (includingajority of the non-interested directors)
concluded that the investment advisory and managefee rates are reasonable in relation to theeEsvo be provided.

In view of the wide variety of facsathat our board considered in connection witlevialuation of the investment advisory and
management agreement, it is not practical to gfyaméink or otherwise assign relative weights t® $pecific factors it considered in reaching
its decision. The board did not undertake to makespecific determination as to whether any paldictactor, or any
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aspect of any particular factor, was favorablerdauvorable to the ultimate determination of therdo&ather, our board of directors based its
approval on the totality of information presentedand the investigation conducted by, it. In cdasing the factors discussed above, individual
directors may have given different weights to ddfe factors, though the following factors, amotigeos, served as the basis for its
determination: (i) the fact that the fees to belpaider the investment advisory and managemenéagnet are generally similar to (or less
than) those of comparable business developmentaoiepdescribed in the market data currently avigijdii) the fact that our expected
expenses are generally similar to (or less thazgelof comparable business development comparsesiloked in the market data currently
available; (iii) the fact that the terms of the éstment advisory management agreement, includagehvices to be provided, are generally
similar to those of comparable business developmempanies described in the market data curremtijlable; (iv) the fact that we have the
ability to terminate the investment advisory anchagement agreement without penalty upon 60 daytewmnotice to the investment adviser;
and (v) the fact that Ares Capital Management'sstment professionals have historically focusetheastments in middle market companies
and have developed an extensive network of relgligs with intermediaries focused on middle madaehpanies, which experience and
relationships compare favorably to that of the ng@maent teams of other comparable business devetdprompanies described in the market
data currently available.

The investment advisory and managemgreement was approved by our sole stockhold&emtember 8, 2004.

ADMINISTRATION AGREEMENT

Pursuant to a separate administratgmeement, Ares Administration will furnish us lwiffice facilities, equipment and clerical,
bookkeeping and record keeping services at suglitizes Under the administration agreement, Aresrnistration also will perform, or
oversee the performance of, our required admitig&raervices, which include, among other thingsng responsible for the financial records
which we are required to maintain and preparin@rispto our stockholders and reports filed with $t&C. In addition, Ares Administration w
assist us in determining and publishing our nettasslue, oversee the preparation and filing oftadrreturns and the printing and
dissemination of reports to our stockholders, agrkgally oversee the payment of our expenses anpittiormance of administrative and
professional services rendered to us by otheranBais under the administration agreement will heabtp an amount based upon our alloc
portion of Ares Administration's overhead in penfiimg its obligations under the administration agmeat, including rent and our allocable
portion of the cost of our officers and their restpee staffs. Under the administration agreememng¢sAAdministration will also provide on our
behalf managerial assistance to those portfoliopamies to which we are required to provide suclstsxe. The administration agreement
may be terminated by either party without penafigru60-days' written notice to the other party.

Indemnification

The administration agreement provith@s, absent willful misfeasance, bad faith orligegce in the performance of its duties or by
reason of the reckless disregard of its dutiesadridations, Ares Administration, its members ahneiit respective officers, managers, partners,
agents, employees, controlling persons, membersiaydther person or entity affiliated with it aetitled to indemnification from Ares
Capital for any damages, liabilities, costs andegges (including reasonable attorneys' fees andmsiceasonably paid in settlement) arising
from the rendering of Ares Administration's sergiemder the administration agreement or otherwgsadaninistrator for Ares Capital.

68




CERTAIN RELATIONSHIPS

We will enter into an investment ambry and management agreement with Ares Capitablglament, whose sole member is Ares
Management LLC, an entity in which our senior mamagnt and our chairman of the board has ownerstdgiaancial interests. Our senior
management also serve as principals of other imagtmanagers affiliated with Ares Management Lh&t tmay in the future manage
investment funds with investment objectives simitaours. In addition, certain of our executiveic#fs and directors and the members of the
investment committee of our investment adviser sACapital Management, serve or may serve as dficinectors or principals of entities tt
operate in the same or related line of businesgeado or of investment funds managed by our aféi§aAccordingly, we may not be given the
opportunity to participate in certain investmentsd® by investment funds managed by advisers affilizvith Ares Management LLC.
However, our investment adviser and other membiefges intend to allocate investment opportunitiea fair and equitable manner that meet
our investment objectives and strategies so thaneaot disadvantaged in relation to any othentliSee "Risk Factors—Risks Relating to
our Business—There are significant potential cotdlbf interest that could impact our investmetunres."

Pursuant to the terms of the admiaigtn agreement, Ares Administration provides uth whe office facilities and administrative
services necessary to conduct our day-to-day dpasatAres Management LLC is the sole member ofamdrols Ares Administration.

We have also entered into a licemgeamnent with Ares pursuant to which Ares has abtegrant us a non-exclusive, royalty-free
license to use the name "Ares." Under this agregmenwill have a right to use the Ares name, fmfang as Ares Capital Management or one
of its affiliates remains our investment adviseth€ than with respect to this limited license,wi# have no legal right to the "Ares" name.
This license agreement will remain in effect fol@og as the investment advisory and managemeaeaggnt with our investment adviser is in
effect.

Our investment adviser will pay te tlnderwriters, on our behalf, an additional skled of $2,475,000 ($2,846,250 if the
overallotment option is exercised in full). This @mt will accrue interest at a variable rate thiitadjust quarterly equal to the three-month
LIBOR plus 2.00% per annum. As of September 3042@tree-month LIBOR was approximately 2.02%. Wk né obligated to repay this
amount, together with accrued interest (a) if dyiamy four calendar quarter period ending on @rdfte one year anniversary of the closing of
the offering, the sum of (i) our aggregate disttidnus to our stockholders and (ii) our change inassets (defined as total assets less
indebtedness) equals or exceeds 7.0% of our netsaaisthe beginning of such period (as adjustedriyg share issuances or repurchases) or
(b) upon our liquidation.

As a result of regulatory restricpme are not permitted to invest in any portfalionpany in which Ares or any affiliate currentlys
an investment. However, we intend to apply for meneptive order from the SEC that would permit whjsct to certain terms and conditions,
to coinvest with funds managed by Ares (other than AC@Esuming receipt of a favorable exemptive ordemfthe SEC, we anticipate th
subject to certain terms and conditions, funds rgaddy Ares (other than ACOF) may co-invest ingame portfolio companies as the
Company due to similarities in certain of theiréstment strategies. Such ioeestments will be on terms and conditions thatthe same in €
material respects, subject to the availability apital for investment on the part of the Company @ach such Ares fund and certain other
considerations. There is no assurance that thécatiph for exemptive relief will be granted by t8&C. Accordingly, we cannot assure you
that the Company will be permitted to co-investwiinds managed by Ares.

Our President, Michael J. Aroughetis formerly an employee of RBC and, along withfgKifeVeer, Michael Smith and two other
investment professionals formerly employed by RBitbwnake up part of our investment adviser's deglitatigination and transaction
development team, originated, managed and monisubstantially all of the investments in the Pditfdescribed in "Business—
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Prospective Portfolio Companies” on behalf of RBBe same individuals currently provide nondiscrediy advice with respect to the
Portfolio pursuant to an investment advisory agresmwith RBC (which advisory agreement will terntmapon the consummation of the
purchase of the Portfolio). Mr. Arougheti, togetiagth Mr. deVeer and Mr. Smith, controls an entitat has a right of first refusal on the
Portfolio, which has been waived in connection vathr purchase of the Portfolio.

Ares Leveraged Investment Fund IP.L.a company affiliated with Ares, owns less tB& of the limited partnership interests of
Dolphin Domestic Fund II, a fund for which one afrandependent directors, Robert L. Rosen, serses@-Managing Partner.
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CONTROL PERSONS AND PRINCIPAL STOCKHOLDERS

Immediately prior to the completiditlois offering, there will be 66,767 shares of enan stock outstanding and one stockholder of
record. At that time, we will have no other shavéstock outstanding. Upon completion of the offgriAres will have acquired 666,667 shares
of Ares Capital for an aggregate of approximatdl®,$00,000 at the public offering price. The follog/table sets forth certain ownership
information with respect to our common stock fayga persons who directly or indirectly own, controhold with the power to vote, 5% or
more of our outstanding common stock and all of§@nd directors, as a group.

Percentage of common stock outstandin

Immediately Immediately
prior to this after this
offering offering(1)
Shares Shares

Name and addres: Type of ownership owned Percentage owned Percentage
Ares Management LLC(Z Record and benefici 66,76 100.% 666,66 6.C%
All officers and directors as a group
(9 persons)(3 Record and benefici 66,761 100.(% 666,66 6.C%

(1)  Assumes issuance of 11,000,000 shares offeredyhdbeles not reflect shares of common stock reseimedsuance upon exercise
the underwriters' overallotment option.

(2) Ares Partners Management Company LLC and its w-owned subsidiary, Ares Management, Inc., the manaigres Managemer
LLC, are the only members of Ares Management LL&clHeof Ares Management, Inc. and Ares Partners iflemant Company LLC
disclaims beneficial ownership of all shares of A@apital common stock owned by Ares Management.LLC

Antony P. Ressler is the manager of Ares Partnemsadgement Company LLC. Under applicable law, MsdRe and his spouse m
be deemed to be beneficial owners of the secuntiesed of record by Ares Capital Management LLGriofue of such status. Each of
Mr. Ressler and Mr. Ressler's spouse disclaimsfinéaeownership of all shares of Ares Capital coomstock owned by Ares Capital
Management LLC.

(3) The address for all officers and directors is cfesACapital Corporation, 1999 Avenue of the Stauite 1900, Los Angeles, Califorr
90067.

The following table sets forth thdldorange of our equity securities beneficiallyred by each of our directors immediately after
offering. We are not part of a "family of investme&ompanies,” as that term is defined in the 1940 A

Dollar Range of Equity
Securities in Ares
Name of Director Capital(1)

Independent Directors

Douglas E. Colthar none
Robert L. Rose! none
Eric B. Siege none

Interested Directors
Antony P. Ressler(z over $100,00(
Bennett Rosenth: none

(1) Dollar ranges are as follows: none-$10,000, $10,0(-$50,000, $50,0(-$100,000, or over $100,0C

2) Reflects shares owned of record by Ares. See foetf®) in the table above.
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DETERMINATION OF NET ASSET VALUE

The net asset value per share obatstanding shares of common stock will be deteeahigquarterly by dividing the value of total
assets minus liabilities by the total number ofrehautstanding.

In calculating the value of our tataskets, we will value investments for which mardgitations are readily available at such market
guotations. Debt and equity securities that argabticly traded or whose market price is not redvailable will be valued at fair value as
determined in good faith by our board of directdts.a general rule, loans or debt in our portfali generally correspond to cost but will be
subject to fair value write-downs when the assebissidered impaired. With respect to private ggsecurities, each investment will be valued
using comparisons of financial ratios of the pditf@ompanies that issued such private equity seéesiito peer companies that are public. The
value will then be discounted to reflect the illidunature of the investment, as well as our migpribn-control position. When an external
event such as a purchase transaction, public nffeni subsequent equity sale occurs, we will usgtiting indicated by the external event to
corroborate our private equity valuation. Becauseewpect that there will not be a readily availabkrket value for most of the investments in
our portfolio, we expect to value substantiallyatlbur portfolio investments at fair value as detieed in good faith by our board under a
valuation policy and a consistently applied valoiagprocess. Due to the inherent uncertainty ofrdeténg the fair value of investments that
not have a readily available market value, thevfalue of our investments may differ significarflgm the values that would have been used
had a ready market existed for such investmentsttandifferences could be material.

With respect to investments for whichrket quotations are not readily available, aarll of directors will undertake 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 invesstin

. Preliminary valuation conclusions will then be domnted and discussed with our senior management.

. The audit committee of our board of directors weNiew these preliminary valuations. Where appiptithe committee may
utilize an independent valuation firm selected iy Board of Directors.

. The board of directors will discuss valuations arildldetermine the fair value of each investmenbur portfolio in good faitt
based on the input of our investment adviser ait aommittee and, where appropriate, an independanation firm.

The types of factors that we may taite account in fair value pricing our investmemsiude, as relevant, the nature and realizable
value of any collateral, the portfolio company'digbto make payments and its earnings and distedioash flow, the markets in which the
portfolio company does business, comparison toiglylitaded securities and other relevant factors.

Determination of fair values involv@sbjective judgments and estimates not susceptitdabstantiation by auditing procedures.
Accordingly, under current auditing standards,rthees to our financial statements will refer to timeertainty with respect to the possible e
of such valuations, and any change in such valnstion our financial statements.
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DIVIDEND REINVESTMENT PLAN

We have adopted a dividend reinvestmkan that provides for reinvestment of our dlisttions on behalf of our stockholders, unle
stockholder elects to receive cash as providedabeds a result, if our board of directors authosizand we declare, a cash dividend, then our
stockholders who have not "opted out" of our divideeinvestment plan will have their cash dividead®matically reinvested in additional
shares of our common stock, rather than receiViegash dividends.

No action is required on the paraakgistered stockholder to have their cash divddevested in shares of our common stock. A
registered stockholder may elect to receive aneedtvidend in cash by notifying Computershare btoe Services, LLC, the plan administre
and our transfer agent and registrar, in writinghsa such notice is received by the plan admiaistrno later than the record date for dividends
to stockholders. The plan administrator will setampaccount for shares acquired through the plaadoh stockholder who has not elected to
receive dividends in cash and hold such shareserircertificated form. Upon request by a stockholaticipating in the plan, received in
writing not less than 10 days prior to the recoatedthe plan administrator will, instead of crizgljtshares to the participant's account, issue a
certificate registered in the participant's nanrettie number of whole shares of our common stockaacheck for any fractional share.

Those stockholders whose shareseddelly a broker or other financial intermediary negeive dividends in cash by notifying their
broker or other financial intermediary of theiralen.

We intend to use primarily newly isdushares to implement the plan, whether our slaaeegading at a premium or at a discount to
net asset value. However, we reserve the rightitohase shares in the open market in connectidnowit obligations under the plan. The
number of shares to be issued to a stockholdesteymhined by dividing the total dollar amount o dividend payable to such stockholder by
the market price per share of our common stockettose of regular trading on The NASDAQ Natiodalrket on the valuation date for such
dividend. Market price per share on that date élthe closing price for such shares on The NASDMsflonal Market or, if no sale is repor
for such day, at the average of their reportedabidl asked prices. The number of shares of our canstock to be outstanding after giving
effect to payment of the dividend cannot be esthblil until the value per share at which additishakes will be issued has been determined
and elections of our stockholders have been tadxilat

There will be no brokerage chargestber charges to stockholders who participatéénpian. The plan administrator's fees under the
plan will be paid by us. If a participant electsvgitten notice to the plan administrator to halve plan administrator sell part or all of the
shares held by the plan administrator in the pgéitt's account and remit the proceeds to thegpaatit, the plan administrator is authorized to
deduct a $15 transaction fee plus a $0.12 per $hakerage commission from the proceeds.

Stockholders who receive dividendthimform of stock are subject to the same fedstate and local tax consequences as are
stockholders who elect to receive their dividenmdsash. A stockholder's basis for determining gailoss upon the sale of stock received in a
dividend from us will be equal to the total doléamount of the dividend payable to the stockhol@es stock received in a dividend will have
new holding period for tax purposes commencinghenday following the day on which the shares agdited to the U.S. stockholder's
account.

Participants may terminate their acde under the plan by notifying the plan admiitlr via its website atww.computershare.com
by filling out the transaction request form locat¢dottom of their statement and sending it topfa@ administrator at 2 N. LaSalle Street,
Chicago, IL 60602 or by calling the plan adminisira hotline at 1-877-292-9685.

The plan may be terminated by us upatice in writing mailed to each participant aide30 days prior to any record date for the
payment of any dividend by us. All correspondenmacerning the plan should be directed to the pthmiaistrator by mail at 2 N. LaSalle
Street, Chicago, IL 60602 or by telephone at (E88-4993.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discussion is a genetainmary of the material U.S. federal income taxstaerations applicable to us and to an
investment in our shares. This summary does n@qgotito be a complete description of the incomectaxsiderations applicable to such an
investment. For example, we have not describeddasequences that we assume to be generally knpimvéstors or certain considerations
that may be relevant to certain types of holdebjesu to special treatment under U.S. federal ine¢ax laws, including stockholders subjec
the alternative minimum tax, tax-exempt organizaidnsurance companies, dealers in securitiesi@eplans and trusts, and financial
institutions. This summary assumes that investold bur common stock as capital assets (withimtieaning of the Code). The discussion is
based upon the Code, Treasury regulations, andnéstrative and judicial interpretations, each athefdate of this prospectus and all of which
are subject to change, possibly retroactively, Witioculd affect the continuing validity of this dission. We have not sought and will not seek
any ruling from the Internal Revenue Service regpyrdhis offering. This summary does not discuss aspects of U.S. estate or gift tax or
foreign, state or local tax. It does not discugsdpecial treatment under U.S. federal incomeawas Ithat could result if we invested in tax-
exempt securities or certain other investment asset

A "U.S. stockholder" is a beneficianer of shares of our common stock that is for. fe8eral income tax purposes:

. a citizen or individual resident of the United &gt

. a corporation, or other entity treated as a cotpmrdor U.S. federal income tax purposes, creategrganized in or under tt
laws of the United States or any state theredfi@listrict of Columbia; or

. a trust or an estate, the income of which is sulget).S. federal income taxation regardless o$dtsrce; or

. a trust with respect to which a court within theitgdd States is able to exercise primary supervieia@Tt its administration ar

one or more U.S. stockholders have the authoritptdrol all of its substantial decisions.
A "Non-U.S. stockholder" is a ben&fiowner of shares of our common stock that issbtS. stockholder.

If a partnership (including an entityated as a partnership for U.S. federal incaareurposes) holds shares of our common stoc
tax treatment of a partner in the partnership gélherally depend upon the status of the partnethandctivities of the partnership. A
prospective stockholder that is a partnership Ingldihares of our common stock or a partner of aysdartnership should consult his, her or its
tax advisers with respect to the purchase, owngiad disposition of shares of our common stock.

Tax matters are very complicated dnedtax consequences to an investor of an investimemr shares will depend on the facts of his,
her or its particular situation. We encourage itwessto consult their own tax advisers regardirggpecific consequences of such an
investment, including tax reporting requiremertg, applicability of federal, state, local and fgretax laws, eligibility for the benefits of any
applicable tax treaty and the effect of any possiilanges in the tax laws.

ELECTION TO BE TAXED AS ARIC

As a BDC, we intend to elect to Eated as a RIC under Subchapter M of the Code.RA€awe generally will not pay corporate-
level federal income taxes on any ordinary incomeapital gains that we distribute to our stockleotdas dividends. To qualify as a RIC, we
must, among other things, meet certain source-arire and asset diversification requirements (asriteesl below). In
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addition, we must distribute to our stockholdeos,dach taxable year, an amount equal to at |€86tc¢ our "investment company taxable
income,” which is generally our ordinary incomegpthe excess of realized net short-term capitalggaver realized net long-term capital
losses, reduced by deductible expenses (the "Arbisaibution Requirement”). See "Risk Factors—W# e subject to corporate-level
income tax if we are unable to qualify as a RIC."

TAXATION AS A RIC
If we:

. qualify as a RIC; and

. satisfy the Annual Distribution Requireme

then we will not be subject to federal income taxloe portion of our investment company taxabl@ine and net capital gain.€., net long-
term capital gains in excess of net short-termtehfusses) we distribute to stockholders. We hadlsubject to U.S. federal income tax at the
regular corporate rates on any income or capitial gt distributed (or deemed distributed) to cmckholders.

We will be subject to a 4% nondedhletfederal excise tax on certain undistributeadime of RICs unless we distribute in a timely
manner an amount at least equal to the sum of@%y & our ordinary income for each calendar yegr98% of our capital gain net income for
the one-year period ending October 31 in that cilegear and (3) any income realized, but notibisted, in preceding years (the "Excise Tax
Avoidance Requirement”). We currently intend to makfficient distributions each taxable year tasfathe Excise Tax Avoidance
Requirement.

To qualify as a RIC for federal inoetax purposes, we must, among other things:

. qualify to be treated as a BDC under the 1940 Aeatldimes during each taxable year;

. derive in each taxable year at least 90% of ousgyjnacome from dividends, interest, payments wapect to certain securities
loans, gains from the sale of stock or other sé&esrior other income derived with respect to auwsibess of investing in such
stock or securities (the "90% Income Test"); and

. diversify our holdings so that at the end of eagarter of the taxable year:

. at least 50% of the value of our assets consistasif, cash equivalents, U.S. Government secusgesirities o
other RICs, and other securities if such other stesi of any one issuer do not represent more Harof the
value of our assets or more than 10% of the oudgtgn/oting securities of the issuer; and

. no more than 25% of the value of our assets isst@ekin the securities, other than U.S. Governreeatrrities o
securities of other RICs, of one issuer or of twonore issuers that are controlled, as determimeleruapplicable
tax rules, by us and that are engaged in the sasiendar or related trades or businesses (the éBification
Tests").

We may be required to recognize txatrome in circumstances in which we do not neeeiash. For example, if we hold debt
obligations that are treated under applicable titesras having original issue discount (such asidstruments with payment-in-kind interest
or, in certain cases, increasing interest ratéssoied with warrants), we must include in incomehegear a portion of the original issue
discount that accrues over the life of the obligatiregardless of whether cash representing sechmia is received by us in the same taxable
year. Because any original issue discount accrukdevincluded in our investment company taxalbleome for the year of accrual, we may
required to make a distribution to our stockholdersrder to satisfy the Annual Distribution Regurirent, even though we will not have
received any corresponding cash amount.
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In addition, certain of our investrhpractices may be subject to special and compl&x féderal income tax provisions that may,
among other things, (i) disallow, suspend or otli&imit the allowance of certain losses or deduns, (i) convert lower taxed long-term
capital gain into higher taxed short-term capitgihgor ordinary income, (iii) convert an ordinaog$ or a deduction into a capital loss (the
deductibility of which is more limited), (iv) adwezly affect the time as to when a purchase orcfadeock or securities is deemed to occur and
(v) adversely alter the characterization of cert@implex financial transactions. We will monitordransactions and may make certain tax
elections in order to mitigate the effect of thpsavisions.

Gain or loss realized by us from weats acquired by us as well as any loss attribetbthe lapse of such warrants generally will be
treated as capital gain or loss. Such gain ordeserally will be long-term or short-term, depemggdan how long we held a particular warrant.

Our investment in non-U.S. securitiggy be subject to non-U.S. withholding taxeshiat tase, our yield on those securities would be
decreased. Stockholders will generally not be legtiio claim a credit or deduction with respechém-U.S. taxes paid by us.

If we purchase shares in a "passiveidin investment company” (a "PFIC"), we may bigjett to U.S. federal income tax on a portion
of any "excess distribution” or gain from the disjion of such shares even if such income is d¢histed as a taxable dividend by us to our
stockholders. Additional charges in the naturentériest may be imposed on us in respect of deféavexs arising from such distributions or
gains. If we invest in a PFIC and elect to treat®rIC as a "qualified electing fund" under the €@ "QEF"), in lieu of the foregoing
requirements, we will be required to include indrme each year a portion of the ordinary earningisreat capital gain of the QEF, even if such
income is not distributed to us. Alternatively, ean elect to mark-to-market at the end of eachilexgear our shares in a PFIC; in this case,
we will recognize as ordinary income any increasthe value of such shares, and as ordinary logsl@trease in such value to the extent it
does not exceed prior increases included in incdineer either election, we may be required to recin a year income in excess of our
distributions from PFICs and our proceeds from assons of PFIC stock during that year, and suidome will nevertheless be subject to the
Annual Distribution Requirement and will be takatoi account for purposes of the 4% excise tax."Saeation as a RIC" above.

Under Section 988 of the Code, gainiesses attributable to fluctuations in excharages between the time we accrue income,
expenses or other liabilities denominated in aifpreurrency and the time we actually collect sinttome or pay such expenses or liabilities
are generally treated as ordinary income or lossil&ly, gains or losses on foreign currency fordvaontracts and the disposition of debt
denominated in a foreign currency, to the extemibattable to fluctuations in exchange rates betwibe acquisition and disposition dates, are
also treated as ordinary income or loss.

If we borrow money, we may be preeenby loan covenants from declaring and payingdéivds in certain circumstances. Limits on
our payment of dividends may prevent us from megtiie Annual Distribution Requirement, and mayrefere, jeopardize our qualification
for taxation as a RIC, or subject us to the 4% sextax.

We are authorized to borrow funds ensell assets in order to satisfy distributioguieements. However, under the 1940 Act, we are
not permitted to make distributions to our stocklest while our debt obligations and senior se@sitire outstanding unless certain "asset
coverage" tests are met. See "Regulation—Indebssdmed Senior Securities.” Moreover, our abilitgigpose of assets to meet our
distribution requirements may be limited by (1) tfiquid nature of our portfolio and (2) other rggements relating to our status as a RIC,
including the Diversification Tests. If we dispasfeassets to meet the Annual Distribution Requinetniie Diversification Test, or the Excise
Tax Avoidance Requirement, we may make such diiposiat times that, from an investment standpairg,not advantageous.
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We will be obligated to repay the ambof the additional sales load paid to the undievs by our investment adviser on our behalf,
together with accrued interest, (a) if during aoyrfcalendar quarter period ending on or afteiotieyear anniversary of the closing of the
offering, the sum of (i) our aggregate distribuido our stockholders and (ii) our change in neétss(defined as total assets less indebtedness
equals or exceeds 7.0% of our net assets at thereg of such period (as adjusted for any shaseasces or repurchases) or (b) upon our
liquidation. Because this obligation to our investrnadviser does not have a fixed maturity dataaiy be treated as an equity investment
rather than debt for federal income tax purpodesdistribution by a corporation on equity is vevas preferential for federal income tax
purposes, it will not qualify for purposes of tharual Distribution Requirement and may cause afhedend distributions by the corporation
not to satisfy this requirement, which may causedbrporation not to be treated as a RIC. A distiilm is not viewed as preferential if it is
made pursuant to the RIC's organizing documengadzing documents are documents that fix the sightd obligations between a RIC ani
shareholders and that are approved by a majoritiyeoRIC's board of directors. We believe thataheeement providing for the repayment of
our obligation to our investment adviser, which hasn approved by a majority of our board of doesitwill be viewed as an organizing
document, and therefore, even if this obligatiomenteeated as an equity investment, the paymertetmvestment adviser in respect of such
obligation will not be viewed as preferential anil satisfy the Annual Distribution Requirement.

If we fail to satisfy the Annual Ditution Requirement or otherwise fail to qualify @ RIC in any taxable year, we will be subject to
tax in that year on all of our taxable income, retgss of whether we make any distributions tostackholders. In that case, all of our income
will be subject to corporate-level federal incorag, treducing the amount available to be distribtitedur stockholders. In contrast, assuming
we qualify as a RIC, our corporate-level federabime tax should be substantially reduced or elitethaSee "Election to be Taxed as a RIC"
and "Risk Factors—We will be subject to corporateel income tax if we are unable to qualify as &Rl

The remainder of this discussion assithat we qualify as a RIC and have satisfiedhtiraual Distribution Requirement.
TAXATION OF U.S. STOCKHOLDERS

Distributions by us generally aredhbe to U.S. stockholders as ordinary income oitabgains. Distributions of our "investment
company taxable income" (which is, generally, owlimary income plus realized net short-term cagjths in excess of realized net long-term
capital losses, reduced by deductible expensekbavilaxable as ordinary income to U.S. stockhaldethe extent of our current and
accumulated earnings and profits, whether paicgghor reinvested in additional common stock. Eoektent such distributions paid by us to
non-corporate stockholders (including individuale? attributable to dividends from U.S. corporadiamd certain qualified foreign
corporations, such distributions generally willdgible for a maximum tax rate of 15%. In this aegj, it is anticipated that distributions paid
by us will generally not be attributable to dividisnand, therefore, generally will not qualify foet15% maximum rate. Distributions of our net
capital gains (which is generally our realized Ineg-term capital gains in excess of realized hettsterm capital losses) properly designated
by us as "capital gain dividends" will be taxaldeatU.S. stockholder as long-term capital gaing, mgaximum rate of 15% in the case of non-
corporate U.S. stockholders, regardless of the &tdgkholder's holding period for his, her or ibsrenon stock and regardless of whether paid
in cash or reinvested in additional common stodktributions in excess of our earnings and prdiitt will reduce a U.S. stockholder's
adjusted tax basis in such stockholder's commark €tnd, after the adjusted basis is reduced tq méllaconstitute capital gains to such U.S.
stockholder.

Although we currently intend to distrite any longeerm capital gains at least annually, we may inftivere decide to retain some or
of our longterm capital gains, but designate the retained aasia "deemed distribution.” In that case, anathgr consequences, we will |
tax on the
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retained amount, each U.S. stockholder will be iregluto include his, her or its share of the deentisttibution in income as if it had been
actually distributed to the U.S. stockholder, amelt).S. stockholder will be entitled to claim aditeequal to his, her or its allocable share o
tax paid thereon by us. The amount of the deenstdHition net of such tax will be added to the \s®ckholder's tax basis for his, her or its
common stock. Since we expect to pay tax on amyed capital gains at our regular corporate té @nd since that rate is in excess of the
maximum rate currently payable by individuals ongderm capital gains, the amount of tax that iftlial stockholders will be treated as
having paid and for which they will receive a ctedlill exceed the tax they owe on the retainedaagital gain. Such excess generally may be
claimed as a credit against the U.S. stockhold¢nsr federal income tax obligations or may bemdéd to the extent it exceeds a stockholder's
liability for federal income tax. A stockholder tha not subject to federal income tax or otherwesguired to file a federal income tax return
would be required to file a federal income tax neton the appropriate form in order to claim a refdor the taxes we paid. In order to utilize
the deemed distribution approach, we must providiéem notice to our stockholders prior to the eapon of 60 days after the close of the
relevant taxable year. We cannot treat any of muestment company taxable income as a "deemedbdisbon."

We will be subject to alternative imimm tax, also referred to as "AMT," but any itethat are treated differently for AMT purposes
must be apportioned between us and our stockhodgetshis may affect the stockholders' AMT lia@kt Although regulations explaining the
precise method of apportionment have not yet besred, such items will generally be apportionetthénsame proportion that dividends pai
each stockholder bear to our taxable income (détehwithout regard to the dividends paid dedugtianless a different method for partict
item is warranted under the circumstances.

For purposes of determining (1) wieetihe Annual Distribution Requirement is satisfiedany year and (2) the amount of capital
gain dividends paid for that year, we may, undetaie circumstances, elect to treat a dividend ithatid during the following taxable year as
if it had been paid during the taxable year in ¢joesIf we make such an election, the U.S. stotdéiowill still be treated as receiving the
dividend in the taxable year in which the distribatis made. However, any dividend declared bynudétober, November or December of any
calendar year, payable to stockholders of record gpecified date in such a month and actually gaithg January of the following year, will
be treated as if it had been received by our Udgkbolders on December 31 of the year in whichdike&lend was declared.

If an investor purchases shares oftommon stock shortly before the record date dis&ibution, the price of the shares will include
the value of the distribution and the investor Ww#l subject to tax on the distribution even thoiigepresents a return of his, her or its
investment.

A stockholder generally will recogaitaxable gain or loss if the stockholder sellstberwise disposes of his, her or its shares of our
common stock. Any gain arising from such sale spdsition generally will be treated as long-territzd gain or loss if the stockholder has
held his, her or its shares for more than one y@#rerwise, it would be classified as short-termpitzd gain or loss. However, any capital loss
arising from the sale or disposition of shareswf@ammon stock held for six months or less willtlgated as long-term capital loss to the
extent of the amount of capital gain dividends ies#, or undistributed capital gain deemed receivéth respect to such shares. In addition,
all or a portion of any loss recognized upon aak#on of shares of our common stock may be digadl if other shares of our common stock
are purchased (whether through reinvestment afilligions or otherwise) within 30 days before deathe disposition.

In general, non-corporate U.S. statéiérs currently are subject to a maximum federebine tax rate of 15% on their net capital gain
(i.e., the excess of realized net long-term capjgéh over realized net short-term capital lossafteixable year, including a long-term capital
gain derived from
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an investment in our shares). Such rate is lowaan the maximum rate on ordinary income currentlyapée by individuals. Corporate U.S.
stockholders currently are subject to federal inedax on net capital gain at the maximum 35% ftzé also applies to ordinary income. Non-
corporate stockholders with net capital lossesfgear (i.e., capital losses in excess of capéals) generally may deduct up to $3,000 of such
losses against their ordinary income each yearnahgapital losses of a naorporate stockholder in excess of $3,000 genenadly be carrie
forward and used in subsequent years as providédeiGode. Corporate stockholders generally mayladtict any net capital losses for a 'y
but may carry back such losses for three yearamwy éorward such losses for five years.

We will send to each of our U.S. &twmlders, as promptly as possible after the erehoh calendar year, a notice detailing, on a per
share and per distribution basis, the amounts dilohe in such U.S. stockholder's taxable incomesfarh year as ordinary income and as long-
term capital gain. In addition, the federal taxustaof each year's distributions generally willrbported to the Internal Revenue Service
(including the amount of dividends, if any, eligilfbr the 15% maximum rate). Distributions may discsubject to additional state, local and
foreign taxes depending on a U.S. stockholdercpdar situation. The Company's ordinary incomédinds, but not capital gains dividends,
to corporate stockholders, may, if certain condiiare met, qualify for the 70% dividends receigteduction to the extent that the Company
has received qualifying dividend income during tdveable year. Dividends distributed by us genenaili/not be eligible for the dividends-
received deduction or the preferential rate apple#o qualifying dividends.

We may be required to withhold U &ldral income tax ("backup withholding™), currerdlya rate of 28%, from all taxable
distributions to any non-corporate U.S. stockholdgmvho fails to furnish us with a correct taxpeigentification number or a certificate that
such stockholder is exempt from backup withholdimg(2) with respect to whom the IRS notifies uattbuch stockholder has failed to prop
report certain interest and dividend income tolB® and to respond to notices to that effect. Ativiidual's taxpayer identification number is
his or her social security number. Any amount wétldhunder backup withholding is allowed as a craddinst the U.S. stockholder's federal
income tax liability and may entitle such stocktesltb a refund, provided that proper informatiotirisely provided to the IRS.

Under recently promulgated Treasegutations, if a stockholder recognizes a loss vatipect to shares of $2 million or more for a
non-corporate stockholder or $10 million or moredaorporate stockholder in any single taxable y@aa greater loss over a combination of
years), the stockholder must file with the IRS scltisure statement on Form 8886. Direct stockhsldéportfolio securities are in many ca
excepted from this reporting requirement, but uraderent guidance, stockholders of a RIC are noepted. Future guidance may extend the
current exception from this reporting requiremenstockholders of most or all RICs. The fact thiiss is reportable under these regulations
does not affect the legal determination of whethertaxpayer's treatment of the loss is properckbtaders should consult their tax advisors to
determine the applicability of these regulationsight of their individual circumstances.

TAXATION OF NON-U.S. STOCKHOLDERS

Whether an investment in the shasegppropriate for a Non-U.S. stockholder will deghempon that person’s particular circumstances.
An investment in the shares by a Non-U.S. stockdralday have adverse tax consequences. Non-U.&hsiders should consult their tax
advisers before investing in our common stock.

Distributions of our "investment coamy taxable income" to Non-U.S. stockholders (idiig interest income and net short-term
capital gain, which generally would be free of witiding if paid to Non-U.S. stockholders directlyil be subject to withholding of U.S.
federal income tax at a 30% rate (or lower ratevigied by an applicable income tax treaty) to thieeof our current and

79




accumulated earnings and profits unless the digtabs are effectively connected with a U.S. tradbusiness of the Non-U.S. stockholder,
and, if an income tax treaty applies, are attribletéao a permanent establishment in the UnitedeStat the NorJ.S. stockholder, in which ca
the distributions will be subject to federal incotag at the rates applicable to U.S. persons.dhdhse, we will not be required to withhold
federal tax if the Non-U.S. stockholder complieshvdpplicable certification and disclosure requiests. Special certification requirements
apply to a Non-U.S. stockholder that is a foreigntipership or a foreign trust, and such entitiesusged to consult their own tax advisers.

Actual or deemed distributions of oet capital gains to a Non-U.S. stockholder, asdgrealized by a Non-U.S. stockholder upon
the sale of our common stock, will not be subjeatithholding of U.S. federal income tax and getignaill not be subject to U.S. federal
income tax (a) unless the distributions or gaisgha case may be, are effectively connected wilt&a trade or business of the Non-U.S.
stockholder and, if an income tax treaty applies,atributable to a permanent establishment maedeby the Non-U.S. stockholder in the
United States or (b) the Non-U.S. stockholder isnaiividual, has been present in the United Stlte$83 days or more during the taxable
year, and certain other conditions are satis

If we distribute our net capital gain the form of deemed rather than actual distidims (which we may do in the future), a Non-U.S.
stockholder will be entitled to a federal income ¢aedit or tax refund equal to the stockholdditscable share of the tax we pay on the capital
gains deemed to have been distributed. In ordebtain the refund, the Nod-S. stockholder must obtain a U.S. taxpayer idieation numbe
and file a federal income tax return even if thenNb S. stockholder would not otherwise be requiredbtain a U.S. taxpayer identification
number or file a federal income tax return. Foogporate Non-U.S. stockholder, distributions (battual and deemed), and gains realized
upon the sale of our common stock that are effelgtigonnected with a U.S. trade or business mageucertain circumstances, be subject to
an additional "branch profits tax" at a 30% ratedipa lower rate if provided for by an applicaltleome tax treaty).

Accordingly, investment in our shanegy not be appropriate for a Non-U.S. stockholder.

A Non-U.S. stockholder who is a nesident alien individual, and who is otherwise subjo withholding of federal income tax, may
be subject to information reporting and backup hatlding of federal income tax on dividends unldssion-U.S. stockholder provides us or
the dividend paying agent with an IRS Form8BEN (or an acceptable substitute form) or otheswieets documentary evidence requiren
for establishing that it is a Non-U.S. stockholdeptherwise establishes an exemption from backitithelding.

Non-U.S. persons should consult thein tax advisers with respect to the U.S. feda@me tax and withholding tax, and state, local
and foreign tax consequences of an investmengeishiares.

FAILURE TO QUALIFY AS ARIC

If we were unable to qualify for theeent as a RIC, we would be subject to tax onfabuv taxable income at regular corporate rates.
We would not be able to deduct distributions tekkmlders, nor would they be required to be madstributions would generally be taxable
our stockholders as ordinary dividend income el@for the 15% maximum rate to the extent of ourent and accumulated earnings and
profits. Subject to certain limitations under thede, corporate distributees would be eligible Fer dividends received deduction. Distributions
in excess of our current and accumulated earningseofits would be treated first as a return gfita to the extent of the stockholder's tax
basis, and any remaining distributions would battrd as a capital gain. If we were to fail to nteetRIC requirements in our first taxable year
or, with respect to later years, for more than tensecutive years, and then to seek to requalifyREC, we would be required to recognize
gain to the extent of any unrealized appreciatioaur assets unless we made a special electicaytogrporatdevel tax on any such unrealiz
appreciation recognized during the succeeding Hd-period.
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DESCRIPTION OF OUR STOCK

The following description is based on relevant jo$ of the Maryland General Corporation Law andar charter and bylaws. Tt
summary is not necessarily complete, and we referty the Maryland General Corporation Law and eharter and bylaws for a more
detailed description of the provisions summarizelbw.

STOCK

Our authorized stock will consistl®f0,000,000 shares of stock, par value $0.001h@eesall of which will initially be designated as
common stock. There is currently no market for@ammon stock, and we cannot assure you that a tfarkeur shares will develop in the
future. Our common stock has been approved foragioot on The NASDAQ National Market under the sym#dRCC." There are no
outstanding options or warrants to purchase owksfdo stock has been authorized for issuance wreequity compensation plans. Under
Maryland law, our stockholders generally are nospeally liable for our debts or obligations.

Under our charter, our board of diveg is authorized to classify and reclassify anigsued shares of stock into other classes orsserie
of stock and authorize the issuance of shareokstithout obtaining stockholder approval. As pigtad by the Maryland General
Corporation Law, our charter provides that the badrdirectors, without any action by our stocktesk] may amend the charter from time to
time to increase or decrease the aggregate nurhbbares of stock or the number of shares of stdeky class or series that we have auth
to issue.

Common Stock

All shares of our common stock hageat rights as to earnings, assets, dividends atidgzand, when they are issued, will be duly
authorized, validly issued, fully paid and nonasabte. Distributions may be paid to the holderswfcommon stock if, as and when
authorized by our board of directors and declageddiout of funds legally available therefor. Slsaw€our common stock have no preemptive,
exchange, conversion or redemption rights andraedyf transferable, except where their transfeestricted by federal and state securities |
or by contract. In the event of a liquidation, dission or winding up of Ares Capital, each shafewur common stock would be entitled to
share ratably in all of our assets that are legalBilable for distribution after we pay all debted other liabilities and subject to any prefers
rights of holders of our preferred stock, if angferred stock is outstanding at such time. Eachestfaour common stock is entitled to one v
on all matters submitted to a vote of stockholde&uding the election of directors. Except asvided with respect to any other class or series
of stock, the holders of our common stock will pesssexclusive voting power. There is no cumulativing in the election of directors, which
means that holders of a majority of the outstandimgres of common stock can elect all of our dirsctand holders of less than a majority of
such shares will be unable to elect any director.

Preferred Stock

Our charter authorizes our boardigadors to classify and reclassify any unissueateh of stock into other classes or series of stock
including preferred stock. Prior to issuance ofrebaf each class or series, the board of dire@@oeqjuired by Maryland law and by our
charter to set the terms, preferences, conversiother rights, voting powers, restrictions, lintibes as to dividends or other distributions,
qualifications and terms or conditions of redempfior each class or series. Thus, the board o€ttire could authorize the issuance of shares
of preferred stock with terms and conditions tratld have the effect of delaying, deferring or gneting a transaction or a change in control
that might involve a premium price for holders af common stock or otherwise be in their best ggerYou should note, however, that any
issuance of preferred stock must comply with tligiiements of
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the 1940 Act. The 1940 Act requires, among othieig) that (1) immediately after issuance and leefory dividend or other distribution is
made with respect to our common stock and befoygparchase of common stock is made, such prefestaak together with all other
indebtedness and senior securities must not exaeadount equal to 50% of our total assets aftducteng the amount of such dividend,
distribution or purchase price, as the case mawte(2) the holders of shares of preferred stibey are issued, must be entitled as a class tc
elect two directors at all times and to elect aarigj of the directors if dividends on such preéetistock are in arrears by two years or more.
Certain matters under the 1940 Act require thersepaote of the holders of any issued and outstgrareferred stock. For example, holders
of preferred stock would vote separately from tbilérs of common stock on a proposal to cease tipesaas a BDC. We believe that the
availability for issuance of preferred stock witbpide us with increased flexibility in structurifigture financings and acquisitions.

LIMITATION ON LIABILITY OF DIRECTORS AND OFFICERS;  INDEMNIFICATION AND ADVANCE OF EXPENSES

Maryland law permits a Maryland camt@n to include in its charter a provision limii the liability of its directors and officers toel
corporation and its stockholders for money damagespt for liability resulting from (a) actual régeof an improper benefit or profit in
money, property or services or (b) active and @etite dishonesty established by a final judgmebeasy material to the cause of action. Our
charter contains such a provision which eliminaiesctors' and officers' liability to the maximumtent permitted by Maryland law, subject to
the requirements of the 1940 Act.

Our charter authorizes us and ouawsglobligate us, to the maximum extent permitted/layyland law and subject to the
requirements of the 1940 Act, to indemnify any presor former director or officer or any individuaho, while a director or officer and at our
request, serves or has served another corporagiahestate investment trust, partnership, joimtwes, trust, employee benefit plan or other
enterprise as a director, officer, partner or gasfrom and against any claim or liability to whibat person may become subject or which that
person may incur by reason of his or her status@esent or former director or officer and to payeimburse their reasonable expenses in
advance of final disposition of a proceeding. Tharter and bylaws also permit us to indemnify adwbace expenses to any person who
served a predecessor of us in any of the capadiéiesribed above and any of our employees or ageiisy employees or agents of our
predecessor. In accordance with the 1940 Act, Mlenai indemnify any person for any liability to wam such person would be subject by
reason of such person's willful misfeasance, bah,fgross negligence or reckless disregard ofititees involved in the conduct of his or her
office. In addition to the indemnification providéat in our bylaws, prior to the completion of tluffering we also intend to enter into
indemnification agreements with each of our cureend future directors and officers and with memloéisur investment adviser's investment
committee. The indemnification agreements attemptrovide these directors and senior officers tgimum indemnification permitted und
Maryland law and the 1940 Act. The agreements pevémong other things, for the advancement ofresgegeand indemnification for
liabilities incurred which such person may incurrbgson of his status as a present or former directofficer or member of our investment
adviser's investment committee in any action oceealing arising out of the performance of suchgréssservices as a present or former
director or officer or member of our investmentigdy's investment committee.

Maryland law requires a corporatianléss its charter provides otherwise, which oarier does not) to indemnify a director or off
who has been successful, on the merits or otherimidke defense of any proceeding to which heheris made a party by reason of his or her
service in that capacity. Maryland law permits gpooation to indemnify its present and former dioes and officers, among others, against
judgments, penalties, fines, settlements and reddem®xpenses actually incurred by them in conoedtiith any proceeding to which they
be made a party by reason of their

82




service in those or other capacities unless istal#ished that (a) the act or omission of theatiimeor officer was material to the matter giving
rise to the proceeding and (1) was committed inflah or (2) was the result of active and delibemishonesty, (b) the director or officer
actually received an improper personal benefit imay, property or services or (c) in the case gfaminal proceeding, the director or offic
had reasonable cause to believe that the act astwniwas unlawful. However, under Maryland lawjaryland corporation may not
indemnify for an adverse judgment in a suit byrothie right of the corporation or for a judgmentiability on the basis that a personal benefit
was improperly received, unless in either caseuat@yders indemnification, and then only for expesn In addition, Maryland law permits a
corporation to advance reasonable expenses tectaliror officer upon the corporation's receipfajfa written affirmation by the director or
officer of his or her good faith belief that heshre has met the standard of conduct necessamydeminification by the corporation and (b) a
written undertaking by him or her or on his or behalf to repay the amount paid or reimbursed byctirporation if it is ultimately determined
that the standard of conduct was not met.

PROVISIONS OF THE MARYLAND GENERAL CORPORATION LAW AND OUR CHARTER AND BYLAWS

The Maryland General Corporation Lawvd our charter and bylaws contain provisions ¢batd make it more difficult for a potential
acquiror to acquire us by means of a tender ofierxy contest or otherwise. These provisions apeeeted to discourage certain coercive
takeover practices and inadequate takeover bidsoagdcourage persons seeking to acquire contnod ¢d negotiate first with our board of
directors. We believe that the benefits of theswigions outweigh the potential disadvantages s¢aliraging any such acquisition proposals
because, among other things, the negotiation df prmposals may improve their terms.

Classified board of directors

Our board of directors is dividedoithree classes of directors serving staggereé-year terms. The initial terms of the first, seton
and third classes will expire in 2005, 2006 and7208spectively. Beginning in 2005, upon expiratidrtheir current terms, directors of each
class will be elected to serve for three-year teams until their successors are duly elected atifguand each year one class of directors will
be elected by the stockholders. A classified boaagt render a change in control of us or removalusfincumbent management more difficult.
We believe, however, that the longer time requicedlect a majority of a classified board of diogstwill help to ensure the continuity and
stability of our management and policies.

Election of directors

Our charter and bylaws provide thataffirmative vote of the holders of a majoritythé outstanding shares of stock entitled to va
the election of directors will be required to eladirector. Pursuant to the charter, our boardirectors may amend the bylaws to alter the vote
required to elect directors.

Number of directors; vacancies; removal

Our charter provides that the nundfetirectors will be set only by the board of di@s in accordance with our bylaws. Our bylaws
provide that a majority of our entire board of diars may at any time increase or decrease the ewafildirectors. However, unless our byl
are amended, the number of directors may nevezdsetihan four nor more than eight. Our charterigesvthat, at such time as we have three
independent directors and our common stock is texgid under the Exchange Act, we elect to be stutgebe provision of Subtitle 8 of Title 3
of the Maryland General Corporation Law regardimg filling of vacancies on the board of direct@scordingly, at such time,
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except as may be provided by the board of diredtosgtting the terms of any class or series ofigored stock, any and all vacancies on the
board of directors may be filled only by the affative vote of a majority of the remaining directoroffice, even if the remaining directors do
not constitute a quorum, and any director eleatefdlta vacancy will serve for the remainder oétfull term of the directorship in which the
vacancy occurred and until a successor is electddjaalifies, subject to any applicable requireraafithe 1940 Act.

Our charter provides that a direcbay be removed only for cause, as defined in oarteh and then only by the affirmative vote ¢
least two-thirds of the votes entitled to be caghe election of directors.

Action by stockholders

Under the Maryland General Corporatiaw, stockholder action can be taken only atrarmual or special meeting of stockholders or
by unanimous written or electronically transmittexhsent in lieu of a meeting. These provisions, waed with the requirements of our byla
regarding the calling of a stockholder-requesteztigph meeting of stockholders discussed below, hzase the effect of delaying consideration
of a stockholder proposal until the next annualtmge

Advance notice provisions for stockholder nominatias and stockholder proposals

Our bylaws provide that with respcan annual meeting of stockholders, nominatidnzecsons for election to the board of directors
and the proposal of business to be considereddakisblders may be made only (1) pursuant to ouceatf the meeting, (2) by the board of
directors or (3) by a stockholder who is entitled/dte at the meeting and who has complied withatheance notice procedures of the bylaws.
With respect to special meetings of stockholdemy the business specified in our notice of the tingeamay be brought before the meeting.
Nominations of persons for election to the boardioéctors at a special meeting may be made onlpy{isuant to our notice of the meeti
(2) by the board of directors or (3) provided tthegt board of directors has determined that dirsciolt be elected at the meeting, by a
stockholder who is entitled to vote at the meetind who has complied with the advance notice piavisof the bylaws.

The purpose of requiring stockholdergive us advance notice of nominations and dblasmess is to afford our board of directors a
meaningful opportunity to consider the qualificaoof the proposed nominees and the advisabiligngfother proposed business and, to the
extent deemed necessary or desirable by our béaidegtors, to inform stockholders and make rec@ndations about such qualifications or
business, as well as to provide a more orderlygatore for conducting meetings of stockholders. élth our bylaws do not give our board of
directors any power to disapprove stockholder nations for the election of directors or proposalsommending certain action, they may
have the effect of precluding a contest for thetéa of directors or the consideration of stocklevlproposals if proper procedures are not
followed and of discouraging or deterring a thiedty from conducting a solicitation of proxies te its own slate of directors or to approve
its own proposal without regard to whether congitlen of such nominees or proposals might be hdrarfbeneficial to us and our
stockholders.

Calling of special meetings of stockholders

Our bylaws provide that special magdiof stockholders may be called by our boardrefctbrs and certain of our officers.
Additionally, our bylaws provide that, subject teetsatisfaction of certain procedural and inforovai requirements by the stockholders
requesting the meeting, a special meeting of swldns will be called by the secretary of the cogbion upon the written request of
stockholders entitled to cast not less than a ritgjof all the votes entitled to be cast at sucletimg.
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Approval of extraordinary corporate action; amendment of charter and bylaws

Under Maryland law, a Maryland cormuosn generally cannot dissolve, amend its chamerge, sell all or substantially all of its
assets, engage in a share exchange or engagelar siemsactions outside the ordinary course d@itess, unless approved by the affirmative
vote of stockholders entitled to cast at least tiniads of the votes entitled to be cast on the enaliowever, a Maryland corporation may
provide in its charter for approval of these mattey a lesser percentage, but not less than aitgagbrll of the votes entitled to be cast on the
matter. Our charter generally provides for appr@falharter amendments and extraordinary transactiy the stockholders entitled to cast at
least a majority of the votes entitled to be casth® matter. Our charter also provides that aetharter amendments and any proposal for our
conversion, whether by merger or otherwise, frooloaed-end company to an open-end company or apopal for our liquidation or
dissolution requires the approval of the stockhaldmtitled to cast at least 80 percent of thesetditled to be cast on such matter. Howev
such amendment or proposal is approved by atteasthirds of our continuing directors (in addititmapproval by our board of directors),
such amendment or proposal may be approved by arityagf the votes entitled to be cast on such &enalhe "continuing directors" are
defined in our charter as our current director&/@l as those directors whose nomination for etechy the stockholders or whose election by
the directors to fill vacancies is approved by aamity of the continuing directors then on the baf directors.

Our charter and bylaws provide thathoard of directors will have the exclusive poteeadopt, alter or repeal any provision of our
bylaws and to make new bylaws.

No appraisal rights

Except with respect to appraisal t$ghrising in connection with the Maryland Contsflare Acquisition Act discussed below, as
permitted by the Maryland General Corporation Lawr, charter provides that stockholders will noeinétled to exercise appraisal rights.

Control share acquisitions

The Control Share Acquisition Act pides that control shares of a Maryland corporasioguired in a control share acquisition have
no voting rights except to the extent approved bgta of twothirds of the votes entitled to be cast on the enahares owned by the acqui
by officers or by directors who are employees efcbrporation are excluded from shares entitledbte on the matter. Control shares are
voting shares of stock which, if aggregated witlotler shares of stock owned by the acquiror aegpect of which the acquiror is able to
exercise or direct the exercise of voting powecég solely by virtue of a revocable proxy), woelttitle the acquiror to exercise voting power
in electing directors within one of the followingrmges of voting power:

. one-tenth or more but less than one-third;
. one-third or more but less than a majority;
. a majority or more of all voting powe

The requisite stockholder approvaktrhe obtained each time an acquiror crosses ot afiresholds of voting power set forth
above. Control shares do not include shares theird@mg person is then entitled to vote as a resittaving previously obtained stockholder
approval. A control share acquisition means theaisttipn of control shares, subject to certain gtoss.

A person who has made or proposesake a control share acquisition may compel thedbofdirectors of the corporation to call a
special meeting of stockholders to be held witlirdays of demand to consider the voting rightdefghares. The right to compel the callin
a special meeting is subject to the satisfactioceofain conditions, including an undertaking ty ffize expenses
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of the meeting. If no request for a meeting is malde corporation may itself present the questicemg stockholders meeting.

If voting rights are not approvedts meeting or if the acquiring person does ndvdeln acquiring person statement as required by
the statute, then the corporation may repurchaskifovalue any or all of the control shares, gptadbose for which voting rights have
previously been approved. The right of the corporato repurchase control shares is subject tareconditions and limitations, including, as
provided in our bylaws, compliance with the 194@Q,Aehich will prohibit any such repurchase otharthn limited circumstances. Fair valut
determined, without regard to the absence of vdiigigts for the control shares, as of the datdeflast control share acquisition by the
acquiror or of any meeting of stockholders at whlah voting rights of the shares are considerednatépproved. If voting rights for control
shares are approved at a stockholders meetincharattjuiror becomes entitled to vote a majoritthefshares entitled to vote, all other
stockholders may exercise appraisal rights. Threvdue of the shares as determined for purposapmfaisal rights may not be less than the
highest price per share paid by the acquiror irncthverol share acquisition.

The Control Share Acquisition Act do®t apply (a) to shares acquired in a mergesaatation or share exchange if the corporation
is a party to the transaction or (b) to acquisgiapproved or exempted by the charter or bylawke€orporation.

Our bylaws contain a provision exemgpfrom the Control Share Acquisition Act any albacquisitions by any person of our shares
of stock. Such provision could also be amendedimirgated at any time in the future. However, wdl winend our bylaws to be subject to the
Control Share Acquisition Act only if the boarddifectors determines that it would be in our bestrests based on our determination that our
being subject to the Control Share Acquisition daes not conflict with the 1940 Act.

Business combinations

Under Maryland law, "business combonas" between a Maryland corporation and an irsteie stockholder or an affiliate of an
interested stockholder are prohibited for five gealter the most recent date on which the intetlestieckholder becomes an interested
stockholder. These business combinations includerger, consolidation, share exchange or, in cistantes specified in the statute, an asset
transfer or issuance or reclassification of egségurities. An interested stockholder is defined as

. any person who beneficially owns 10% or more ofwbtng power of the corporation’s shares

. an affiliate or associate of the corporation whargy time within the tw-year period prior to the date in question, was
beneficial owner of 10% or more of the voting powéthe then outstanding voting stock of the coagtion.

A person is not an interested stotdérounder this statute if the board of directggpraved in advance the transaction by which he
otherwise would have become an interested stockhaditbwever, in approving a transaction, the badrdirectors may provide that its
approval is subject to compliance, at or aftertiime of approval, with any terms and conditionsedetined by the board.

After the five-year prohibition, abysiness combination between the corporation ardtarested stockholder generally must be
recommended by the board of directors of the cergmm and approved by the affirmative vote of aste

. 80% of the votes entitled to be cast by holdemsut$tanding shares of voting stock of the corporatand
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. two-thirds of the votes entitled to be cast by holddrgoting stock of the corporation other than skdreld by the intereste
stockholder with whom or with whose affiliate thesiness combination is to be effected or held bgféiliate or associate of tt

interested stockholder.

These super-majority vote requireraeltt not apply if the corporation's common stoclbrs receive a minimum price, as defined
under Maryland law, for their shares in the forncash or other consideration in the same form egiqusly paid by the interested stockholder

for its shares.

The statute permits various exemptilvam its provisions, including business combinasi that are exempted by the board of dire«
before the time that the interested stockholdeoives an interested stockholder. Our board of dirsdtas adopted a resolution that any
business combination between us and any otherpé&sxempted from the provisions of the Businesmkination Act, provided that the
business combination is first approved by the badudirectors, including a majority of the directarho are not interested persons as defin
the 1940 Act. This resolution, however, may beratteor repealed in whole or in part at any timehi$§ resolution is repealed, or the board of
directors does not otherwise approve a businesbioation, the statute may discourage others frgingrto acquire control of us and increase
the difficulty of consummating any offer.

Conflict with 1940 Act

Our bylaws provide that, if and te #xtent that any provision of the Maryland Gen@maiporation Law, including the Control Share
Acquisition Act (if we amend our bylaws to be suthje such Act) and the Business Combination Acgarny provision of our charter or byla
conflicts with any provision of the 1940 Act, thgpdicable provision of the 1940 Act will control.

87




REGULATION

We are a BDC under the 1940 Act amelrid to elect to be treated as a RIC under Sulehibof the Code. As with other companies
regulated by the 1940 Act, a BDC must adhere ttamesubstantive regulatory requirements. The 1®8e(contains prohibitions and
restrictions relating to transactions between lrssrdevelopment companies and their affiliatedugieg any investment advisers or sub-
advisers), principal underwriters and affiliatedtudse affiliates or underwriters and requires thatajority of the directors be persons other
than "interested persons,” as that term is definede 1940 Act. In addition, the 1940 Act provideat we may not change the nature of our
business so as to cease to be, or to withdrawledti@n as, a BDC unless approved by a majoritgusfoutstanding voting securities. A
majority of the outstanding voting securities afampany is defined under the 1940 Act as the lexfs€i) 67% or more of such company's
shares present at a meeting if more than 50% dfutstanding shares of such company are presemepnesented by proxy or (i) more than
50% of the outstanding shares of such company.

We may invest up to 100% of our asgesecurities acquired directly from issuersrivgtely negotiated transactions. With respect to
such securities, we may, for the purpose of puklale, be deemed an "underwriter” as that tedefised in the Securities Act. Our intention
is to not write (sell) or buy put or call optiorsrhanage risks associated with the publicly trasksmlirities of our portfolio companies, except
that we may enter into hedging transactions to marie risks associated with interest rate fluaddnat However, we may purchase or
otherwise receive warrants to purchase the comitoahk ®f our portfolio companies in connection wattquisition financing or other
investment. Similarly, in connection with an acdfias, we may acquire rights to require the issudracquired securities or their affiliates to
repurchase them under certain circumstances. Vedalgot intend to acquire securities issued byiangstment company that exceed the
limits imposed by the 1940 Act. Under these limitg, generally cannot acquire more than 3% of thimgsstock of any registered investment
company, invest more than 5% of the value of otal tassets in the securities of one investment emypr invest more than 10% of the value
of our total assets in the securities of investnoentpanies in general. With regard to that portibour portfolio invested in securities issued
by investment companies, it should be noted theth stvestments might subject our stockholders ttitexhal expenses. None of these policies
are fundamental and may be changed without stodkhaipproval.

QUALIFYING ASSETS

Under the 1940 Act, a BDC may notuaegiany asset other than assets of the type list8éction 55(a) of the 1940 Act, which are
referred to as qualifying assets, unless, at the the acquisition is made, qualifying assets sspreat least 70% of the company's total assets.
The principal categories of qualifying assets ratéwo our proposed business are the following:

@ Securities purchased in transactions not involeing public offering from the issuer of such secesitwhich issuer (subject
certain limited exceptions) is an eligible porttoiompany, or from any person who is, or has begimgl the preceding
13 months, an affiliated person of an eligible fmid company, or from any other person, subjecuoh rules as may be
prescribed by the SEC. An eligible portfolio compandefined in the 1940 Act as any issuer which:

€)) is organized under the laws of, and has its praigiace of business in, the United Sta

(b) is not an investment company (other than a smaihess investment company wholly owned by the BBxG) company
that would be an investment company but for cemairiusions under the 1940 Act; and
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(c) satisfies any of the following
. does not have any class of securities with redpeshich a broker or dealer may extend margin ¢y

. is controlled by a BDC or a group of companiesudahg a BDC, the BDC actually exercises a contglinfluence over
the management or policies of the eligible portf@ompany, and, as a result thereof, the BDC hadfgiated person
who is a director of the eligible portfolio compary

. is a small and solvent company having total assfat®t more than $4 million and capital and surpgfisot less than
$2 million.

(2) Securities of any eligible portfolio company whigle control.

3) Securities purchased in a private transaction fadthS. issuer that is not an investment comparsoan an affiliated person of
the issuer, or in transactions incident theretthéfissuer is in bankruptcy and subject to redmgeion or if the issuer,
immediately prior to the purchase of its securities unable to meet its obligations as they caneendthout material assistance
other than conventional lending or financing aremgnts.

(4) Securities of an eligible portfolio company purahd$rom any person in a private transaction ifétiemo ready market for such
securities and we already own 60% of the outstandquity of the eligible portfolio company.

(5) Securities received in exchange for or distribudedr with respect to securities described in ijtpugh (4) above, or pursuan
the exercise of warrants or rights relating to sseturities.

(6) Cash, cash equivalents, U.S. Government secuoitibigr-quality debt securities maturing in one year os figem the time o
investment.

Amendments promulgated in 1998 byBbard of Governors of the Federal Reserve SysteRegulation T under the Exchange Act
expanded the definition of marginable securityntdude any non-equity security. These amendmems tased questions as to whether a
private company that has outstanding debt wouldifgues an eligible portfolio company.

We believe that the senior loans mwedzanine investments that we propose to acquingéteonstitute qualifying assets because the
privately held issuers will not, at the time of davestment, have outstanding marginable secufibiethe reasons set forth in this paragraph.
First, we expect to make a large portion of ouestments in companies that, to the extent they Aayeutstanding debt, have issued such
debt on terms and in circumstances such that seichsthould not, under existing legal precedentsbeurities” under the Exchange Act and
therefore should not be deemed marginable seautitider Regulation T. Second, we believe that,lghedifferent position be taken such that
those investments may be securities, they sholllldiast be marginable securities. In particularbtithat does not trade in a public secondary
market or is not rated investment grade is generalt a margin eligible security under the ruleskelished by the seliegulatory organization
including the New York Stock Exchange and Natiohsdociation of Securities Dealers, that governténms on which broker-dealers may
extend margin credit. Unless the questions raigeithdo amendments to Regulation T have been addrégslegislative, administrative or
judicial action that contradicts our interpretatiare intend to treat as qualifying assets only étgenior loans and mezzanine investments
at the time of our investment, are issued by ameisthat does not have outstanding a class of matigjible securities. Likewise, we will treat
equity securities issued by a portfolio companyaalifying assets only if such securities are idsoya company that has no margin eligible
securities outstanding at the time we purchase sectrities.
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To date, we do not believe that githe SEC or its staff has taken any position wétspect to our analysis of the issues discussed
above. We intend to adjust our investment focusegsled to comply with and/or take advantage offatwye administrative position, judicial
decision or legislative action.

If there were a court ruling or regfoky decision that conflicts with our interpreteits, we could lose our status as a BDC or be
precluded from investing in the manner describeithig prospectus, either of which would have a m@tadverse effect on our business,
financial condition and results of operations. 3isk Factors—Any failure on our part to maintair gtatus as a BDC would reduce our
operating flexibility.” Such a ruling or decisiotsa may require that we dispose of investmentswiegaiade based on our interpretation of
Regulation T. Such dispositions could have a maltadverse effect on us and our stockholders. Wemaad to dispose of such investments
quickly, which would make it difficult to disposé such investments on favorable terms. In additmtause these types of investments will
generally be illiquid, we may have difficulty imfiling a buyer and, even if we do find a buyer, vag fmave to sell the investments at a
substantial loss. See "Risk Factors—Changes in tawsgulations governing our operations, or changehe interpretation thereof, and any
failure by us to comply with laws or regulationssgming our operations may adversely affect ouirnass."

MANAGERIAL ASSISTANCE TO PORTFOLIO COMPANIES

In addition, a BDC must have beeraarged and have its principal place of busineskénUnited States and must be operated for the
purpose of making investments in the types of séesidescribed in (1), (2) or (3) above. Howewemrder to count portfolio securities as
qualifying assets for the purpose of the 70% testBDC must either control the issuer of the séesror must offer to make available to the
issuer of the securities (other than small andesdleompanies described above) significant manalgessistance; except that, where the BDC
purchases such securities in conjunction with anaare other persons acting together, one of thergiersons in the group may make
available such managerial assistance. Making &Meailmanagerial assistance means, among other tlingsrrangement whereby the BDC,
through its directors, officers or employees, offer provide, and, if accepted, does so providmifitant guidance and counsel concerning the
management, operations or business objectives @iaigs of a portfolio company.

TEMPORARY INVESTMENTS

Pending investment in other type$qofalifying assets," as described above, our imeests may consist of cash, cash equivalents,
U.S. Government securities or high-quality debusigies maturing in one year or less from the tohénvestment, which we refer to,
collectively, as temporary investments, so that @%ur assets are qualifying assets. Typicallywiltinvest in U.S. Treasury bills or in
repurchase agreements, provided that such agregerentully collateralized by cash or securitiessied by the U.S. Government or its
agencies. A repurchase agreement involves the asedby an investor, such as us, of a specifiedisgand the simultaneous agreement by
seller to repurchase it at an agreed-upon future alad at a price which is greater than the purchase by an amount that reflects an agreed-
upon interest rate. There is no percentage rastrion the proportion of our assets that may besiad in such repurchase agreements.
However, if more than 25% of our total assets darstrepurchase agreements from a single countgrpee would not meet the
Diversification Tests in order to qualify as a R federal income tax purposes. Thus, we do rtenith to enter into repurchase agreements
with a single counterparty in excess of this lifditir investment adviser will monitor the creditwontess of the counterparties with which we
enter into repurchase agreement transactions.
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INDEBTEDNESS AND SENIOR SECURITIES

We are permitted, under specifiedditions, to issue multiple classes of indebtedregsone class of stock senior to our common
stock if our asset coverage, as defined in the 2840is at least equal to 200% immediately afetesuch issuance. In addition, while any
indebtedness and senior securities remain outstgnaie must make provisions to prohibit any disttidn to our stockholders or the
repurchase of such securities or shares unlessegethre applicable asset coverage ratios at treedfrthe distribution or repurchase. We may
also borrow amounts up to 5% of the value of otaltassets for temporary or emergency purposeoutittegard to asset coverage. For a
discussion of the risks associated with leverage,'Risk Factors—Risks Relating to our Businesssinetture—Regulations governing our
operation as a BDC will affect our ability to, atid way in which we, raise additional capital."

CODE OF ETHICS

We and Ares Capital Management haoh edopted a code of ethics pursuant to Rule 1ifjder the 1940 Act that establishes
procedures for personal investments and restrétaio personal securities transactions. Persauimgéct to each code may invest in securities
for their personal investment accounts, includiegusities that may be purchased or held by uspsp &s such investments are made in
accordance with the code's requirements. Our cbdthizs is filed as an exhibit to our registratetatement of which this prospectus is a part.
For information on how to obtain a copy of the codlethics, see "Available Information."

PROXY VOTING POLICIES AND PROCEDURES

SEC registered advisers that havatitieority to vote (client) proxies (which authgnihay be implied from a general grant of
investment discretion) are required to adopt pedicnd procedures reasonably designed to ensutbehedviser votes proxies in the best
interests of its clients. Registered advisers algst maintain certain records on proxy voting. lostrcases, Ares Capital will invest in
securities that do not generally entitle it to mgtrights in its portfolio companies. When Ares {Eapdoes have voting rights, it will delegate
the exercise of such rights to Ares Capital Managy@mAres Capital Management's proxy voting pofi@ed procedures are summarized
below:

In determining how to vote, officerfsour investment adviser will consult with eachatand other investment professionals of Ares,
taking into account the interests of Ares Capital ds investors as well as any potential conflaftiterest. Our investment adviser will con
with legal counsel to identify potential confliai§interest. Where a potential conflict of interesists, our investment adviser may, if it so
elects, resolve it by following the recommendatidm disinterested third party, by seeking thediom of the independent directors of Ares
Capital or, in extreme cases, by abstaining frotingo While our investment adviser may retain atsige service to provide voting
recommendations and to assist in analyzing votasingestment adviser will not delegate its votaghority to any third party.

An officer of Ares Capital Managemauill keep a written record of how all such proxs® voted. Our investment adviser will retain
records of (1) proxy voting policies and procedu(@¥ all proxy statements received (or it may m@fyproxy statements filed on the SEC's
EDGAR system in lieu thereof), (3) all votes c#4},investor requests for voting information, aBjl §ny specific documents prepared or
received in connection with a decision on a progtevIf it uses an outside service, our investnagiviser may rely on such service to maintain
copies of proxy statements and records, so lorsyels service will provide a copy of such documenésnptly upon request.

Our investment adviser's proxy votaiicies are not exhaustive and are designed tedponsive to the wide range of issues that
be subject to a proxy vote. In general, our investhadviser will vote our proxies in accordancentitese guidelines unless: (1) it has
determined otherwise due to the specific and uridaaes and circumstances with respect to a pdsiotote, (2) the subject
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matter of the vote is not covered by these guigslif3) a material conflict of interest is present(4) we find it necessary to vote contrary to
our general guidelines to maximize shareholderevaluthe best interests of Ares Capital. In revigproxy issues, our investment adviser
generally will use the following guidelines:

Elections of Directors: In general, our investment adviser will votdamor of the managemeproposed slate of directors. If there i
proxy fight for seats on a portfolio company's labaf directors, or our investment adviser determitat there are other compelling reason
withholding our vote, it will determine the appraie vote on the matter. We may withhold votesdioectors that fail to act on key issues, <
as failure to: (1) implement proposals to declgssiboard, (2) implement a majority vote requiretn€3) submit a rights plan to a shareholder
vote or (4) act on tender offers where a majorftgtmreholders have tendered their shares. Firallyinvestment adviser may withhold votes
for directors of non-U.S. issuers where there ssifficient information about the nominees disclosethe proxy statement.

Appointment of Auditors: We believe that a portfolio company remainthim best position to choose its independent awd#nd our
investment adviser will generally support managetegacommendation in this regard.

Changes in Capital Structure: Changes in a portfolio company's charter oalgl may be required by state or federal regulation.
general, our investment adviser will cast our vatesccordance with the management on such propddaivever, our investment adviser will
consider carefully any proposal regarding a changerporate structure that is not required byestatfederal regulation.

Corporate Restructurings, Mergers and Acqgisitions: ~ We believe proxy votes dealing with corporaerganizations are an
extension of the investment decision. Accordingly; investment adviser will analyze such proposals: case-by-case basis and vote in
accordance with its perception of our interests.

Proposals Affecting Shareholder Rights: We will generally vote in favor of proposalstigive shareholders a greater voice in the
affairs of a portfolio company and oppose any mezathat seeks to limit such rights. However, whealyzing such proposals, our investment
adviser will balance the financial impact of theposal against any impairment of shareholder rightaell as of our investment in the
portfolio company.

Corporate Governance: We recognize the importance of good corporategiance. Accordingly, our investment adviser will
generally favor proposals that promote transparamclaccountability within a portfolio company.

Anti-Takeover Measures: Our investment adviser will evaluate, on a dagease basis, any proposals regarding anti-takeov
measures to determine the measure's likely effeshareholder value dilution.

Stock Splits:  Our investment adviser will generally vote wittanagement on stock split matters.

Limited Liability of Directors:  Our investment adviser will generally vote witthnagement on matters that could adversely atiect
limited liability of directors.

Social and Corporate Responsibility: Our investment adviser will review proposalsted to social, political and environmental
issues to determine whether they may adverselgtadfeareholder value. Our investment adviser mayaabfrom voting on such proposals
where they do not have a readily determinable firdimpact on shareholder value.

92




PRIVACY PRINCIPLES

We are committed to maintaining thiggrcy of our stockholders and to safeguardingrthen-public personal information. The
following information is provided to help you und&nd what personal information we collect, howpsatect that information and why, in
certain cases, we may share information with seléer parties.

Generally, we do not receive any pabdic personal information relating to our stockiess, although certain non-public personal
information of our stockholders may become avadéldblus. We do not disclose any non-public persimriatmation about our stockholders or
former stockholders to anyone, except as permiiyeldw or as is necessary in order to service $tolcler accounts (for example, to a transfer
agent or third party administrator).

We restrict access to non-public peas information about our stockholders to empleyakour investment adviser and its affiliates
with a legitimate business need for the informatle maintain physical, electronic and proceduaéguards designed to protect the non-
public personal information of our stockholders.

OTHER
We will be periodically examined etSEC for compliance with the 1940 Act.

We are required to provide and mamnsabond issued by a reputable fidelity insuracm@pany to protect us against larceny and
embezzlement. Furthermore, as a BDC, we are ptehifiom protecting any director or officer agaiasy liability to Ares Capital or our
stockholders arising from willful misfeasance, Baith, gross negligence or reckless disregard efdthities involved in the conduct of such
person's office.

We and Ares Capital Management véltkebe required to adopt and implement writtencediand procedures reasonably designed tc
prevent violation of the federal securities lavesjiew these policies and procedures annually feir tdequacy and the effectiveness of their
implementation, and, beginning no later than Oat@®®4, designate a chief compliance officer tadsponsible for administering the policies
and procedures.

Co-investment

We may also be prohibited under t8€QlAct from knowingly participating in certain trsactions with our affiliates without the prior
approval of our board of directors who are notregéed persons and, in some cases, prior apprgdhELSEC. The Company and Ares intend
to submit an application to the SEC to permit soofinvestment because we believe that it will beaataigeous for the Company to co-invest
with funds managed by Ares where such investmettrisistent with the investment objectives, investhpositions, investment policies,
investment strategies, investment restrictions,leggry requirements and other pertinent factogdiegble to the Company. We believe that co-
investment by the Company and funds managed by witeafford the Company additional investment optpoities and the ability to achieve
greater diversification. Accordingly, the applicatiwill seek an exemptive order permitting the Campand funds managed by Ares to invest
together in the same portfolio companies where sichnsistent with investment objectives, investhpositions, investment policies,
investment strategies, investment restrictionsyleggry requirements and other pertinent factogdiegble to the Company. If the exemptive
relief is granted, it is expected that where thaltamount proposed to be invested by the Compadyaa Ares fund exceeds the amount of the
investment, the investment will be allocated amthragn in proportion to their net assets. There issgurance, however, that any such joint
investments will in fact be in proportion to thesispective amounts of net assets. It is expectddettemptive relief permitting co-investment
will be granted only upon the conditions, amongeashthat before a co-investment transaction eceffl, Ares Capital Management will make
a written investment
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presentation regarding the proposed co-investnoethietindependent directors of the Company andhthependent directors of the Company
will review Ares Capital Management's recommendatlbis expected that prior to committing to aingestment, a "required majority" (as
defined in Section 57(0) of the 1940 Act) of thdépendent directors of the Company will conclua {f) the terms of the proposed
transaction are reasonable and fair to the Compadyits stockholders and do not involve overreagbiinthe Company and its stockholders on
the part of any person concerned; (ii) the transads consistent with the interests of the stodétrs of the Company and is consistent witt
investment objectives and policies of the Compamg (iii) the co-investment by any Ares fund wontit disadvantage the Company in
making its investment, maintaining its investmeasigion, or disposing of such investment and tlatigpipation by the Company would not be
on a basis different from or less advantageous teatnof the affiliated co-investor. There is ngwance that the application for exemptive
relief will be granted by the SEC or that, if graaht it will be on the terms set forth above. Acdogty, we cannot assure you that the Company
will be permitted to co-invest with funds managgdAres.

Compliance with the Sarbanes-Oxley Act of 2002 antihe NASDAQ National Market Corporate Governance Reglations

The Sarbanes-Oxley Act of 2002 imgosevide variety of new regulatory requirementgaohlicly-held companies and their insiders.
Many of these requirements will affect us. The &ads-Oxley Act has required us to review our pesicind procedures to determine whether
we comply with the Sarbanes-Oxley Act and the negutations promulgated thereunder. We will contitaugnonitor our compliance with all
future regulations that are adopted under the Sadh®xley Act and will take actions necessary wues that we are in compliance therewith.

In addition, The NASDAQ National Matkhas adopted or is in the process of adoptingocate governance changes to its listing
standards. We believe we are in compliance witlh secporate governance listing standards. We wiltioue to monitor our compliance with
all future listing standards and will take actiorecessary to ensure that we are in compliancewftare

SHARES ELIGIBLE FOR FUTURE SALE

Upon completion of this offering, Q86,767 shares of our common stock will be outstapcissuming no exercise of the
underwriters' overallotment option. Of these shat@s000,000 shares of our common stock sold sdffering will be freely tradable without
restriction or limitation under the Securities Aless that number of shares purchased by ouraaédiin the offering. Any shares purchased in
this offering by our affiliates will be subject tioe public information, manner of sale and voluiméthtions of Rule 144 under the Securities
Act of 1933.

CUSTODIAN, TRANSFER AND DIVIDEND PAYING AGENT AND R EGISTRAR

Our securities are held under a dystgreement by U.S. Bank National Association. atidress of the custodian is Corporate Trust
Services, One Federal Street, 3rd Floor, Boston,02A10. Computershare Investor Services, LLC veilless our transfer agent, dividend
paying agent and registrar. The principal busiregiess of Computershare is 2 N. LaSalle Streeta@bi IL 60602, telephone number: (312)
588-4993.

BROKERAGE ALLOCATION AND OTHER PRACTICES

Since we will generally acquire ansbdse of our investments in privately negotiatadgactions, we will infrequently use brokers in
the normal course of our business. Subject to jgsliestablished by our board of directors, thestment adviser will be primarily responsible
for the execution of the publicly traded securifiestion of our portfolio transactions and the edition of brokerage commissions. The
investment adviser does not expect to executeactions through any
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particular broker or dealer, but will seek to obttie best net results for Ares Capital, taking extcount such factors as price (including the
applicable brokerage commission or dealer spresézh),of order, difficulty of execution, and opeoaidl facilities of the firm and the firm's risk
and skill in positioning blocks of securities. Wéthe investment adviser generally will seek reabyncompetitive trade execution costs, Ares
Capital will not necessarily pay the lowest spreadommission available. Subject to applicable leggquirements, the investment adviser may
select a broker based partly upon brokerage oareleservices provided to the investment advisdrfmes Capital and any other clients. In
return for such services, we may pay a higher casian than other brokers would charge if the inmesit adviser determines in good faith
that such commission is reasonable in relatiohécservices provided.

95




UNDERWRITING

We intend to offer the shares throtlghunderwriters named below. Merrill Lynch, PesrEenner & Smith Incorporated and
Wachovia Capital Markets, LLC are acting as joiobk-running managers of the offering and togethién defferies & Company, Inc. are
acting as representatives of the underwriters.ep the terms and conditions described in alage agreement among us and the
underwriters, we have agreed to sell to the undeisr and the underwriters severally have agregulitchase from us, the number of shares
listed opposite their names below.

Number

Underwriter of Shares
Merrill Lynch, Pierce, Fenner & Smit 6,600,00!

Incorporate

Wachovia Capital Markets, LL: 3,300,00!
Jefferies & Company, In 1,100,001
Tote 11,000,00
I

The underwriters have agreed that thast purchase all of the shares sold under thehpge agreement if they purchase any of them.
However, the underwriters are not required to takeay for the shares covered by the underwriterstallotment option described below. If
underwriter defaults, the purchase agreement pesuidat the purchase commitments of the nondefigultnderwriters may be increased or the
purchase agreement may be terminated.

We have agreed to indemnify the uwdiéers against certain liabilities, including liitles under the Securities Act, or to contribtie
payments the underwriters may be required to makespect of those liabilities.

The underwriters are offering thersBasubject to prior sale, when, as and if issaethd accepted by them, subject to approval of
legal matters by their counsel, including the \vigifidf the shares, and other conditions contaimetthé purchase agreement, such as the receipt
by the underwriters of officer's certificates arddl opinions. The underwriters reserve the rightithdraw, cancel or modify offers to the
public and to reject orders in whole or in part.

Commissions and Discounts

The representatives have advisetiatstiie underwriters propose initially to offer gteares to the public at the initial public offgyin
price on the cover page of this prospectus an@&teds at that price less a concession not in exafe®.45 per share. The underwriters may
allow, and the dealers may reallow, a discounimeixcess of $.10 per share to other dealers. &feemitial public offering, the public offerii
price, concession and discount may be changed.

The following table shows the perrghand total underwriting discounts and commissigawill pay to the underwriters (including
our investment adviser's payment of the additigalds load) assuming both no exercise and fullcesepf the underwriters' overallotment
option to purchase up to an additional 1,650,0G0esh

No exercise Full exercise
Per shart $.67¢ $.67¢
Total $ 7,425,000 $ 8,538,75!

The underwriters have agreed to reirsd us approximately $405,000 for offering expsnsdter taking into account the
reimbursement described in the preceding sentereestimate that the total expenses of the offgragable by us, not including underwriting
discounts and commissions, will be approximatelyl $%,000.
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Overallotment Option

We have granted an option to the umdeers to purchase up to 1,650,000 additionatehat the public offering price less the
underwriting discount. The underwriters may exexc¢igs option for 30 days from the date of thisgpectus solely to cover any overallotme
If the underwriters exercise this option, each télobligated, subject to conditions containedchenpiurchase agreement, to purchase a numbel
of additional shares proportionate to that undeew's initial amount reflected in the above table.

Reserved Shares

At our request, the underwriters hesserved for sale, at the initial public offeripgce, up to 599,900 shares offered by this
prospectus for sale to Ares. Ares anticipates asgicly these reserved shares, which will reducedhaber of shares available for sale to the
general public. Any reserved shares that are radtyaronfirmed for purchase within one day of thieeimg of this offering will be offered by tt
underwriters to the general public on the samegeasithe other shares offered by this prospectus.

No Sales of Similar Securities

We, our executive officers and dicgstand Ares Capital Management have agreed, witbpions, not to sell or transfer any comr
stock for 180 days after the date of this prospeetithout first obtaining the written consent of ik Lynch. Specifically, we and these other
individuals and entities have agreed not to diyeatlindirectly:

. offer, pledge, sell or contract to sell any comrstock,

. sell any option or contract to purchase any comstook,

. purchase any option or contract to sell any comstoaok,

. grant any option, right or warrant for the sal@ny common stock,

. lend or otherwise dispose of or transfer any comstook,

. request or demand that we file a registration state related to the common stock, or

. enter into any swap or other agreement that tramgfewhole or in part, the economic consequeriaawmership of any comm

stock whether any such swap or transaction is teektéed by delivery of shares or other securifiesash or otherwise.

This lockup provision applies to coomrstock and to securities convertible into or exaeable or exercisable for or repayable with
common stock. It also applies to common stock owred or acquired later by the person executingatireement or for which the person
executing the agreement later acquires the poweispbsition.

Quotation on the NASDAQ National Market
Our common stock has been approveddotation on The NASDAQ National Market under yenbol "ARCC."

Before this offering, there has baerpublic market for our common stock. The inipablic offering price will be determined throu
negotiations among us and the underwriters. Int@adio prevailing market conditions, the factayde considered in determining the initial
public offering price are:

. the history of, and the prospects for, our Compamy the industry in which we compe

. an assessment of our management and of our papreseht operation
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. our prospects for future earning
. the present state of our development,

. various valuation measures of other companies ewegactivities similar to ours.

An active trading market for the sfeamay not develop. It is also possible that dfteroffering the shares will not trade in the pabli
market at or above the initial public offering mric

The underwriters do not expect td selre than 5% of the shares in the aggregatedouats over which they exercise discretionary
authority.

Price Stabilization, Short Positions and Penalty Bids

Until the distribution of the shaissompleted, SEC rules may limit underwriters aalling group members from bidding for and
purchasing our common stock. However, the repratigas may engage in transactions that stabilieetite of the common stock, such as
bids or purchases to peg, fix or maintain thatepric

If the underwriters create a shogifion in the common stock in connection with tHi2ing, i.e., if they sell more shares than are
listed on the cover of this prospectus, the repriagives may reduce that short position by purctgashares in the open market. The
representatives may also elect to reduce any pbeition by exercising all of part of the overaft@nt option described above. Purchases c
common stock to stabilize its price or to redushart position may cause the price of the commocksto be higher than it might be in the
absence of such purchases.

The representatives may also impgsenalty bid on underwriters and selling group merabThis means that if the representatives
purchase shares in the open market to reduce therwriter's short position or to stabilize the praf such shares, they may reclaim the arr
of the selling concession from the underwriters selting group members who sold those shares. Mpesition of a penalty bid may also
affect the price of the shares in that it discoesagesales of those shares.

Neither we nor any of the underwstarakes any representation or prediction as tditieetion or magnitude of any effect that the
transactions described above may have on the pfittee common stock. In addition, neither we noy ahthe representatives makes any
representation that the representatives will engragfgese transactions or that these transactam® commenced, will not be discontinued
without notice.

Internet Distribution

Merrill Lynch will be facilitating lrernet distribution for this offering to certain it Internet subscription customers. Merrill Lynch
intends to allocate a limited number of shareséde to its online brokerage customers. An eleatrprospectus is available on the Internet
Web site maintained by Merrill Lynch. Other thae tfhrospectus in electronic format, the informatiorthe Merrill Lynch Web site is not part
of this prospectus.

Other Relationships

Certain of the underwriters and tladfiliates have provided in the past to Ares araymprovide from time to time in the future in the
ordinary course of their business certain commebaaking, financial advisory, investment bankimglather services to Ares, Ares Capital or
our portfolio companies for which they will be dlgd to receive separate fees. In particular, thaetwriters or their affiliates may execute
transactions with Ares Capital or on behalf of A@=pital, Ares or any of our portfolio companies.

Affiliates of certain of the undervenis are limited partners in various Ares privateestment funds. Affiliates of Merrill Lynch,
Pierce, Fenner & Smith Incorporated are limitednens of ACOF.
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The underwriters or their respectffiliates may also trade in our securities, semsgiof our portfolio companies or other financial
instruments related thereto for their own accoont®r the account of others and may extend loarisancing directly or through derivative
transactions to Ares, Ares Capital, Ares Capitahltgement or any of the portfolio companies.

We may purchase securities of thadips from some of the underwriters or their resipe affiliates after the offering. However, we
have not entered into any agreement or arrangeragatding the acquisition of any such securitied, \we may not purchase any such
securities. We would only purchase any such séesiiit—among other things—we identified securitieat satisfied our investment needs and
completed our due diligence review of such se@siti

After the date of this prospectus, timderwriters and their affiliates may from tiroditne obtain information regarding specific
portfolio companies or us that may not be availabldne general public. Any such information isabéd by these underwriters and their
respective affiliates in the ordinary course ofitieisiness and not in connection with the offerifighe common stock. In addition, after the
offering period for the sale of our common stotle underwriters or their affiliates may developlgsas or opinions related to Ares, Ares
Capital or our portfolio companies and buy or gekrests in one or more of our portfolio compariasehalf of their proprietary or client
accounts and may engage in competitive activifiégre is no obligation on behalf of these partiedisclose their respective analyses, opir
or purchase and sale activities regarding any plattompany or regarding Ares Capital to our staillers.

The principal business address ofrMéynch is 4 World Financial Center, New YorkeM York 10080.

LEGAL MATTERS

Certain legal matters regarding theusities offered by this prospectus will be pasgeon for Ares Capital by Proskauer Rose LLP,
New York, New York, and Venable LLP, Baltimore, Mnd. Proskauer Rose LLP has from time to timeesgnted certain of tt
underwriters, Ares and Ares Capital Managementroelated matters. Certain legal matters in conapaitiith the offering will be passed upon
for the underwriters by Fried, Frank, Harris, Skri& Jacobson LLP, New York, New York.

EXPERTS

KPMG LLP serves as the independegistered public accounting firm for Ares Capitahelstatement of assets and liabilities of Ares
Capital as of June 23, 2004 has been includedrharal in reliance upon the report of KPMG LLP, mdeipendent registered public accoun
firm, also included herein, and upon the authasftgaid firm as experts in accounting and auditifiie principal business address of KPMG
LLP is 355 South Grand Avenue, Los Angeles, Califw©0071.

AVAILABLE INFORMATION

We have filed with the SEC a registrastatement on Form N-2, together with all anteadts and related exhibits, under the
Securities Act of 1933, with respect to our sharfesommon stock offered by this prospectus. Thésteggion statement contains additional
information about us and our shares of common dbedkg offered by this prospectus.

Upon completion of this offering, wal file with or submit to the SEC annual, quatyeand current periodic reports, proxy statem
and other information meeting the informationaluiegments of the Exchange Act. You may inspect@qy these reports, proxy statements
and other information, as well as the registratitaiement and related exhibits and schedulese&ublic Reference Room of the SEC at 450
Fifth Street, NW, Washington, D.C. 20549. You méyain information on the operation of the Publiddkence Room by calling the SEC at 1-
800-SEC-0330. The SEC maintains an Internet sitedhntains reports, proxy and information statesiand other information filed
electronically by us with the SEC which are avdi#atn the SEC's Internet sitehdtp://www.sec.gov Copies of these reports, proxy and
information statements and other information maybiined, after paying a duplicating fee, by etett request at the following e-mail
addresspublicinfo@sec.goyor by writing the SEC's Public Reference Sectilashington, D.C. 20549-0102.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Ares Capital Corporation:

We have audited the accompanying statement ofsaardtliabilities of Ares Capital Corporation (fiempany) as of June 23, 2004. This
statement of assets and liabilities is the respditgiof the Company's management. Our resporigibg to express an opinion on the stater
of assets and liabilities based on our audit.

We conducted our audit in accordance with the stedsdof the Public Accounting Oversight Board (ediStates). Those standards require
we plan and perform the audit to obtain reasonag$eirance about whether the statement of asselimhitides is free of material
misstatement. An audit of a statement of assetdialitities includes examining, on a test basigdence supporting the amounts and
disclosures in the statement of assets and ligsiliAn audit of a statement of assets and ligdslialso includes assessing the accounting
principles used and significant estimates made dgagement, as well as evaluating the overall fimhstatement presentation. We believe
that our audit provides a reasonable basis foopurion.

In our opinion, the statement of assets and lidgdslireferred to above presents fairly, in all mateespects, the financial position of Ares
Capital Corporation as of June 23, 2004 in conformwith U.S. generally accepted accounting prirespl

/sl KPMG LLP

Los Angeles, California
September 9, 2004
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ARES CAPITAL CORPORATION
Statement of Assets and Liabilities
As of June 23, 2004

ASSETS
Cash $ 1,50(
Total asset $ 1,50(
I
LIABILITIES
Accrued organizational expens $ —
Net assets ($.001 par value; 100 shares of beakifiterest issued and outstanding; 1,000 shartbekzed) $ 1,50(
I
NET ASSET VALUE PER SHARE $ 15.0(
|
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ARES CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
As of June 23, 2004
1. ORGANIZATION

Ares Capital Corporation (the "Comygagrwas organized as a Maryland corporation on |Al8i 2004. The Company is a newly
organized closed-end management investment conthatias filed an election to be treated as a kasidevelopment company under the
Investment Company Act of 1940. The Company hasiwagperations other than the sale and issuant@G$hares of common stock at an
aggregate purchase price of $1,500 to Ares Cddidmlagement LLC (the "Investment Adviser"). Managehw the Company intends to file a
registration to offer shares of the Company forljputele.

2. SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statetsén conformity with accounting principles genéralccepted in the United States of America
requires management to make estimates and assusi it affect the reported amounts of assetsiabitities at the date of the financial
statements and the reported amounts of incomeserdod expenses during the reporting period. Acasallts could differ from those estima

3. AGREEMENTS

The Company intends to enter intonaestment advisory agreement (the "Advisory Agreett) with the Investment Adviser under
which the Investment Adviser, subject to the ovesapervision of the Company's board of directoilsprovide investment advisory services
to the Company. For providing these services, tlestment Adviser will receive a fee from the Compaonsisting of two components—a
base management fee and an incentive fee. Thentmsagement fee will be calculated at an annualafaie5% of the Company's total assets
(other than cash or cash equivalents but includssgts purchased with borrowed funds). For servératered under the Advisory Agreement
during the period commencing from the closing &f ¢fifering through and including the end of oustficalendar quarter, the base management
fee will be payable monthly in arrears. For sersicendered under the Advisory Agreement aftertthrag, the base management fee will be
payable quarterly in arrears. Until we have congaledur first calendar quarter, the base managef@entill be calculated based on the initial
value of the Company's total assets after givifigeeto the purchase of the Portfolio (as definelbw) (other than cash and cash equivalents
but including assets purchased with borrowed furflshbsequently, the base management fee will loeleédd based on the average value of
the Company's total assets (other than cash ahdegasvalents but including assets purchased vatholved funds) at the end of the two most
recently completed calendar quarters, and apptefyiadjusted for any share issuances or repurstigéng the current calendar quarter. E
management fees for any partial month or quartiheiappropriately pro rated.

The incentive fee will have two pase part will be calculated and payable quarterigrrears based on the Company'sipoentive
fee net investment income. Pre-incentive fee netstment income means interest income, dividenohirecand any other income (including
any other fees such as commitment, originationciring, diligence and consulting fees or othesfthat the Company receives from portf
companies but excluding fees for providing managessistance) accrued during the calendar quarnteus operating expenses for the quarter
(including the base management fee, any expengablgaunder the administration agreement, and @teyast expense and dividends paid on
any outstanding preferred stock, but excludingiticentive fee). Pre-incentive
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fee net investment income includes, in the casewalstments with a deferred interest feature ssotriginal issue discount, debt instruments
with payment-in-kind interest, preferred stock widlyment-inkind dividends and zero coupon securities, accineame that the Company t
not yet received in cash. The Investment Advis@oisunder any obligation to reimburse the Compganywny part of the incentive fee it
received that was based on accrued income th&dhgany never received as a result of a defaudtrbgntity on the obligation that resultec
the accrual of such income.

Pre-incentive fee net investment mealoes not include any realized capital gaindizezhcapital losses or unrealized capital
appreciation or depreciation. Pre-incentive feeimetstment income, expressed as a rate of retutheovalue of the Company's net assets at
the end of the immediately preceding calendar guantill be compared to a fixed "hurdle rate" dd@% per quarter (8.0% annualized).

The Company will pay the Investmeulviser an incentive fee with respect to the Comfsapse-incentive fee net investment income
in each calendar quarter as follows:

. no incentive fee in any calendar quarter in whiah pre-incentive fee net investment income doegxated the hurdle rate;

. 100% of the Company's [-incentive fee net investment income with respeth&b portion of such p-incentive fee ne
investment income, if any, that exceeds the huatie but is less than 2.50% in any calendar quét@ annualized). This
portion of the Company's pre-incentive fee net gtreent income (which exceeds the hurdle rate Hessthan 2.50%) is
referred to as the "catch-up" provision. The "caiph is meant to provide the Investment Advisefm#a0% of the pre-incentive
fee net investment income as if a hurdle rate dicapply if this net investment income exceeds %459 any calendar quarter;
and

. 20% of the amount of the Company's-incentive fee net investment income, if any, thateeds 2.50% in any calendar qua
(10% annualized).

These calculations will be appromhatpro rated for any period of less than three th@and adjusted for any share issuances or
repurchases during the current quarter.

The second part of the incentivevidlebe determined and payable in arrears as oetigeof each calendar year (or upon termination
of the Advisory Agreement, as of the terminatiotedlacommencing with the calendar year ending ocebwer 31, 2004, and will equal 20%
of the Company's realized capital gains for themdr year, if any, computed net of all realizegitehlosses and unrealized capital
depreciation for such year; provided that the itiverfee determined as of December 31, 2004 wiltdleulated for a period of shorter than
twelve calendar months to take into account anljzezhcapital gains computed net of all realizeplitzd losses and unrealized capital
depreciation for the period ending December 314200

The Company will defer cash paymdrany incentive fee otherwise earned by the Investnidviser if during the most recent four
full calendar quarter period ending on or priothte date such payment is to be made the sum ti€aggregate distributions to the
stockholders and (b) the change in net assetatbfis total assets less indebtedness) is les8 B#nof the Company's net
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assets at the beginning of such period. Thesela#itwos will be appropriately pro rated during firet three calendar quarters following the
closing of this offering and will be adjusted faryashare issuances or repurchases.

The Company also intends to enter énseparate administration agreement (the "Adtnitiien Agreement”) with Ares Technical
Administration LLC ("Ares Administration”) under wdh Ares Administration will furnish the Companytioffice facilities, equipment and
clerical, bookkeeping and record keeping servitesieh facilities. Under the Administration AgreameAres Administration also will perfor
or oversee the performance of the Company's redjadeninistrative services. These administrativgises which include, among other things,
being responsible for the financial records whindh €Company is required to maintain and preparipgnts to the Company's shareholders and
reports filed with the SEC. In addition, Ares Adiistnation will assist the Company in determiningl grublishing the net asset value, oversee
the preparation and filing of the Company's taxmesd and the printing and dissemination of repmrthie Company's shareholders, and
generally oversee the payment of the Company'snsgseand the performance of administrative andepsidnal services rendered to the
Company by others. Payments under the Administratigreement will be equal to an amount based uperCompany's allocable portion of
Ares Administration's overhead in performing itdigétions including rent and the Company's alloegidrtion of the cost of the officers and
their respective staff. Under the Administrationrégment, Ares Administration will also provide ¢vetCompany's behalf, managerial
assistance to those portfolio companies to whiehQbmpany is required to provide such assistartoe Abiministration Agreement may be
terminated by either party without penalty upond&@s' written notice to the other party.

4. ORGANIZATIONAL AND OFFERING EXPENSES

A portion of the net proceeds of pineposed public offering will be used to pay foe tiffering costs and organizational expenses.
Offering costs will be charged against the procdemia the offering when received and are curreafiimated to be $1.6 million.
Organizational expenses will be treated as an esginthe year incurred and are currently estimetdee $250,000. Such offering and
organization expenses reflect management's béstatstand are subject to change upon the complefitre offering and conclusion of the
organization process. In the event the public offedoes not occur, the Company will not be ablpag the expenses.

5. FEDERAL INCOME TAXES

The Company intends to qualify foe thx treatment applicable to regulated investmentpanies under Subchapter M of the Internal
Revenue Code of 1986, as amended, and, amongtbihgs, intends to make the requisite distributitmis stockholders which will relieve it
from Federal income or excise taxes. Thereforgrowision has been recorded for Federal incomexcise taxes.

6. SUBSEQUENT EVENTS

In August 2004, the shares of the Gany authorized for issuance was increased to @00The Investment Adviser purchased an
additional 16,667 shares of the Company's comnumk it the
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price of $15 per share, which increased the InvestrAdviser's aggregate investment in the Compatgtk to $251,505.

On September 8, 2004, the Comparascof directors approved entering into an agregméh Royal Bank of Canada whereby the
Company would pay $250,000 to Royal Bank of Carntadecquire a right to purchase, for approximatdlg@million in cash (subject to cert:
adjustments) plus the assumption of certain obtigatas a lender arising after the purchase (ifguflinding future advances under revolving
loans), a portfolio of loans and equity investmditie "Portfolio”). Management believes the Poitf¢bther than the collateralized debt
obligations) is comprised substantially of BDC diyatg assets that satisfy the Company's genexastment objectives.

In September 2004, the Company'stobdirectors approved an increase in the numbauthorized shares of the Company's
common stock to 100,000,000 shares. In additionpimection with the Company's proposed offeringahmon stock, the Investment
Adviser has agreed to pay on the Company's belsalfes load payable with respect to the offerinthefCompany's shares. This amount will
accrue interest at a variable rate that will adjugtrterly equal to the thrementh LIBOR plus 2.0% per annum. The Company véllobligatec
to repay this amount, together with accrued intg@sif during any four calendar periods endingoorafter the one year anniversary of the
closing of the offering the sum of (i) the Compagggregate distributions to the stockholders @nthé change in net assets (defined as total
assets less indebtedness) equals or exceeds 7% ©bmpany's net assets at the beginning of peigbd (as adjusted for any share issuances
or repurchases) or (b) upon the Company's liquodati
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Through and including October 30,20Me 25th day after the date of this prospectlsjiealers effecting transactions in these
securities, whether or not participating in thiseahg, may be required to deliver a prospectuss ®hin addition to the dealers' obligation to
deliver a prospectus when acting as underwritedsdth respect to their unsold allotments or suipsions.

11,000,000 Shares

CAPMTAL CORPORATION

Common Stock

PROSPECTUS

Merrill Lynch & Co.
Wachovia Securities
Jefferies & Company, Inc.

October 5, 2004
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Our investment adviser and the members of its invest committee have no experience managing a BDC.
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will be uncertainty as to the value of our porifailvestments.
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RISKS RELATED TO OUR INVESTMENTS
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Economic recessions or downturns could impair autfplio companies and harm our operating results.

There may be circumstances where our debt invessncenld be subordinated to claims of other creslitw we could be subject to
lender liability claims.

An investment strategy focused primarily on prilyteeld companies presents certain challengesjdirty the lack of available
information about these companies and a greateevatbility to economic downturns.
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Prior to this offering, there has been no publicketfor our common stock, and we cannot assuretlyauthe market price of our
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Sales of substantial amounts of our common stotkarpublic market may have an adverse effect emtarket price of our common
stock.
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