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PART | - FINANCIAL INFORMATION
Iltem 1. Financial Statements.
ARES CAPITAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

As of
March 31, 2006 December 31, 200!
(unaudited)
ASSETS
Investments at fair value (amortized cost of $788,027 and $581,351,865, respectivt
Non-control/Nor-affiliate investment: $644,751,61 $515,184,99
Affiliate investments 102,393,53 70,783,38
Total investments at fair value 747,145,14 585,968,37
Cash and cash equivalel 19,034,28 16,613,33
Receivable for open trad 1,025,67. 1,581,75.
Interest receivabl 7,958,17 5,828,09
Other assets 3,457,27. 3,653,58!
Total assets 778,620,55 613,645,14
LIABILITIES
Credit facilities payabl 185,200,00 18,000,00
Reimbursed underwriting costs payable to the Imaest Advisel — 2,475,001
Dividend payabl¢ 13,682,57 12,889,22
Payable for open trad: — 5,500,00!
Accounts payable and accrued expel 1,654,64. 1,222,67
Management and incentive fees pay: 5,466,54. 3,478,03
Interest and facility fees payat 1,241,46. 313,93
Interest payable to the Investment Adviser — 154,07¢
Total liabilities 207,245,21 44,032,94
Commitments and contingencies (Note
STOCKHOLDERS' EQUITY
Common stock, par value $.001 per share, 100,00@66hmon shares authorized, 38,007,14¢
37,909,484 common shares issued and outstandsugatvely 38,00¢ 37,91(
Capital in excess of par vali 560,795,13 559,192,55
Accumulated net realized gain on sale of invests 4,385,07. 5,765,22!
Net unrealized appreciation on investments 6,157,12. 4,616,511
Total stockholders’ equity 571,375,33 569,612,19
Total liabilities and stockholders’ equity 778,620,55 $ 613,645,14
NET ASSETS PER SHARE 15.0¢ $ 15.0:¢




ARES CAPITAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED SCHEDULE OF INVESTMENTS
As of March 31, 2006 (unaudited)

Initial Acquisition

Fair Value Per

Percentage of

Company (1) Industry Investment Interest (12) Date Amortized Cost Fair Value Unit Net Assets
Healthcare - Services
American Renal Dialysis provider Senior secured loan 8.68% (Libor+
Associates, Inc. ($3,426,230 par due 4.00%/S)
12/2010) 12/14/0¢ 3,426,23 3,426,231 1.0C
Senior secured loan 10.25% (Base
($180,328 par due 12/201  Rate+ 2.50%/Q 12/14/0¢ 180,32¢ 180,32t 1.0C
Senior secured loan 9.18% (Libor +
($5,886,885 par due 4.50%/S)
12/2011) 12/14/0¢ 5,886,88! 5,886,88! 1.0C
Senior secured loan 10.50% (Base
($14,754 par due 12/2011  Rate+ 3.00%/Q) 12/14/0¢ 14,75¢ 14,75¢ 1.0C
Senior secured loan 11.68% (Libor +
($7,213,115 par due 7.00%/S)
12/2011) 12/14/0¢ 7,213,11! 7,213,11! 1.0C
Capella Healthcare, Inc. Acute care hospital Junior secured loan 10.82% (Libor +
operator ($29,000,000 par due 6.00%/Q)
11/2013) 12/1/0¢ 29,000,00 29,000,00 1.0C
ONnCURE Medical Corp. Radiation oncology Senior secured revolving 8.50% (Libor +
care provider loan ($200,000 par due 3.50%/S)
2/2011) 2/14/0¢ 200,00( 200,00( 1.0C
Senior secured loan 9.00% (Libor +
($4,964,286 par due 2/20: 4.00%/S) 2/14/0¢ 4,964,281 4,964,28 1.0C
Senior secured loan 8.88% (Libor +
($35,714 par due 2/2012) 4.00%/Q) 2/14/0¢ 35,71« 35,71« 1.0C
Junior secured loan 12.00% cash,
($15,023,125 par due 1.50% PIK
8/2012) 2/14/0¢ 15,023,12 15,023,12 1.0((3)
PHNS, Inc. Information Senior subordinated loan 13.50% cash,
technology and ($16,000,000 par due 2.50% PIK
business process 11/2011)
outsourcing 10/29/0¢ 15,791,64 16,000,00 1.00(3)
Triad Laboratory Alliance, Laboratory services Senior subordinated loan 12.00% cash,
LLC ($9,757,421 par due 1.75% PIK
12/2012) 12/21/0¢ 9,757,42 9,757,42 1.0((3)
Senior secured loan 8.23% (Libor +
($2,992,500 par due 3.25%/Q)
12/2011) 12/21/0¢ 2,992,501 2,992,501 1.0C
94,486,00 94,694,35 16.5%
Services- Other
Diversified Collection Collections services Senior secured loan 8.78% (Libor +
Services, Inc ($6,300,000 par due 2/20: 4.00%I/S) 2/2/0& 6,300,001 6,300,001 1.00(2)
Senior secured loan 10.89% (Libor +
($8,500,000 par due 8/20: 6.00%/Q) 2/2/0¢ 8,500,001 8,500,00 1.0((2)
Preferred stock (114,004
shares) 2/2/0¢ 295,27( 295,27( 2.5¢(4)
Event Rentals, Inc. Party rental service Senior secured loan 9.91% (Libor+
($2,676,136 par due 5.25%/S)
11/2011) 11/17/0¢ 2,676,131 2,676,13 1.0C
Senior secured loan 9.91% (Libor +
($2,897,727 par due 5.25%Q)
11/2011) 11/17/0¢ 2,897,72 2,897,72 1.0C
Senior secured loan 12.00% (Base
($106,534 par due 11/201  Rate + 4.25%/D) 11/17/0¢ 106,53¢ 106,53 1.0C
Senior secured loan 9.91% (Libor +
($8,011,363 par due 5.25%IS)
11/2011) 11/17/0¢ 8,011,36: 8,011,36: 1.0C
GCA Services, Inc. Custodial services  Senior subordinated loan 12.00% cash,
($32,989,328 par due 3.00% PIK
1/2010) 7/25/0¢ 32,989,32 32,989,32 1.0((3)
Miller Heiman, Inc. Sales consulting Senior secured loan 8.58% (Libor +
services ($4,389,474 par due 6/20: 3.75%/M) 6/20/0¢ 4,389,47. 4,389,47. 1.0((2)
Senior secured loan 9.23% (Libor +
($4,048,182 par due 6/20: 4.25%/Q) 6/20/0¢ 4,048,18; 4,048,18: 1.0¢(2)
MR Processing Holding Cor| Bankruptcy and Senior subordinated loan
foreclosure ($20,000,000 par due
processing service  2/2013) 14.00% 3/23/0¢ 20,000,00! 20,000,00 1.0C
Senior secured loan 10.00% (Base
($2,000,000 par due 2/20!  Rate + 2.50%/Q) 3/28/0¢ 2,000,001 2,000,001 1.0C
92,214,01 92,214,01 16.1%
Restaurants
CICQ, LP Restaurant Limited partnership interes
franchisor, owner (26.5% interest)
and operato 8/15/0¢ 53,000,00! 66,287,10
53,000,00 66,287,10 11.6(%
Environmental Services
Mactec, Inc. Engineering and Common stock (186 shares)
environmental
consulting service 11/3/04 — — —(4)
United Site Services, Inc. Portable restroom  Senior secured loan 7.81% (Libor +
and site service ($5,036,957 par due 8/20: 3.00%/M) 9/14/0¢ 5,036,95 5,036,95 1.0C
Senior secured loan 7.82% (Libor +
($3,043,478 par due 8/20: 3.00%/Q) 9/14/0¢ 3,043,47 3,043,47: 1.0C
Senior secured loan 7.71% (Libor +
($1,869,565 par due 8/20: 3.00%/Q) 9/14/0¢ 1,869,56! 1,869,56! 1.0C

Junior secured loan

12.63% (Libor +



($13,461,538 par due

6/2010)
Common stock (216,795
shares’
Wastequip, Inc. Waste management Junior secured loan
equipment ($15,000,000 par due
manufacturer 7/2012)
WCA Waste Systems, Inc.  Waste management Junior secured loan
services ($25,000,000 par due
10/2011)

7.75%/Q)
12/1/0¢
10/8/0¢
10.98% (Libor +
6.00%/Q)
8/4/0¢
10.98% (Libor +
6.00%/Q)
4/25/0¢

See accompanying notes to consolidated financsistents.

13,420,90 13,461,53

1,353,85 1,353,85
15,000,00 15,000,00
25,000,00 25,000,00
64,724,75 64,765,38

1.00(2)

6.24(4)

1.0C

1.00(2)

11.3%




Percentage

Initial Acquisition Fair Value Per of
Company (1) Industry Investment Interest (12) Date Amortized Cost Fair Value Unit Net Assete
Containers-Packaging
Captive Plastics, Inc. Plastics container Junior secured loan 11.86% (Libor +
manufacture ($16,000,000 par due 2/201 7.25%IQ) 12/19/0¢ 16,000,00 16,000,000 $ 1.0C
Industrial Container Services, Industrial container Senior secured loan 11.43% (Libor +
LLC (7) manufacturer, ($26,661,674 par due 9/2011) 6.50%/Q)
reconditioner and
servicer 9/30/0¢% 26,661,67 26,661,67 $ 1.0C
Senior secured loan 9.32% (Libor +
($3,869,565 par due 9/201 4.50%/M) 9/30/0% 3,869,56! 3,869,56! $ 1.0C
Senior secured revolving loan  9.28% (Libor +
($1,315,652 par due 9/201 4.50%/M) 9/30/0¢% 1,315,65: 1,315,65. $ 1.0C
Senior secured revolving log 9.25% (Libor +
($1,160,870 par due 9/2011 4.50%/M) 9/30/0¢% 1,160,87! 1,160,871 $ 1.0C
Senior secured revolving loan 10.75% (Base Rate
($232,174 par due 9/201 3.00%/Q) 9/30/0% 232,17« 232,17: $ 1.0C
Common stock (1,800,000
shares 9/29/0¢t 1,800,001 1,800,000 $ 1.00(4)
York Label Holdings, Inc. Consumer product Senior subordinated loan 12.00% cash, 3.00
labels manufacture ($9,111,375 par due 9/201 PIK 3/16/0¢ 9,111,37! 9,111,37! $ 1.0C(3)
60,151,31 60,151,31 10.5%
Education
Equinox SMU Partners LLC andMedical school Senior secured revolving loan 12.25% (Base Rate
SMU Acquisition Corp. (8  operator ($8,482,342 par due 12/201 5.00%/Q) 1/25/0¢ 8,482,34: 8,482,34. $ 1.0C
Senior secured loan 11.07% (Libor +
($10,500,000 par due 12/20 6.00%/S) 1/25/0¢ 10,500,00 10,500,000 $ 1.0C
Senior secured loan 11.07% (Libor +
($3,000,000 par due 12/2010) 6.00%/S) 1/25/0¢ 3,000,001 3,000,001 $ 1.0C
Limited partnership interest
(17.39% interest 1/25/0¢ 4,000,00¢ 4,000,00¢ 4)
Lakeland Finance, LLC Private school operatc Senior secured note 11.50%
($33,000,000 par due 12/20 12/13/0¢ 33,000,00! 33,000,000 $ 1.0C
58,982,34 58,982,34 10.3%
Consumer Products- Non-
Durable
Making Memories Scrapbooking branded Senior secured loan 8.98% (Libor +
Wholesale, Inc. (6 products manufacture  ($9,025,000 par due 3/201 4.00%/Q) 5/5/0% 9,025,00¢ 9,025,000 $ 1.0¢(2)
Senior subordinated loan 12.00% cash, 2.50¢
($10,050,000 par due 5/201: PIK 5/5/0¢ 10,050,00 10,050,000 $ 1.0((3)
Preferred stock (3,500 shart 5/5/0% 3,758,801 1,320,000 $ 377.143)
Shoes for Crews, LLC Safety footwear and  Senior secured loan 7.64% (Libor +
slip-related mats ($1,478,167 par due 7/2010) 3.25%/S)
manufacture 10/8/0¢ 1,486,86! 1,486,86! $ 1.01(2)
Tumi Holdings, Inc. Branded luggage Senior secured loan 7.73% (Libor +
designer, marketer an ($2,500,000 par due 12/201: 2.75%/Q)
distributor 5/24/0¢% 2,500,001 2,500,001 $ 1.0¢(2)
Senior secured loan 8.23% (Libor +
($5,000,000 par due 12/2013) 3.25%/Q) 3/14/0¢t 5,000,001 5,000,001 $ 1.0((2)
Senior subordinated loan 15.98% (Libor +
($13,173,216 par due 12/20.  6.00% cash, 5.00%
PIK/Q) 3/14/0¢% 13,173,21 13,173,21 $ 1.00(2) (3)
UCG Paper Crafts, Inc. Scrapbooking materia Senior secured loan 8.08% (Libor +
manufacturer ($2,000,000 par due 2/2013 3.25%/M) 2/23/0¢ 2,000,001 2,000,001 $ 1.0C
Junior secured loan 12.33% (Libor +
($13,000,000 par due 2/201 7.50%/M) 2/23/0¢ 13,000,00 13,000,000 $ 1.0C
59,993,88 57,555,08 10.0%
Manufacturing
Arrow Group Industries, Inc. Residential and outdo Senior secured loan 9.98% (Libor +
shed manufacture ($6,000,000 par due 4/201 5.00%/M) 3/28/0¢ 6,039,72 6,000,000 $ 1.0C
Senior secured loan 14.48% (Libor +
($6,000,000 par due 10/2010) 9.50%/M) 3/28/0¢ 6,000,001 6,000,000 $ 1.0C
Qualitor, Inc. Automotive Senior secured loan 8.98% (Libor +
aftermarket ($1,975,000 par due 12/2011) 4.00%/Q)
components supplie 12/29/0¢ 1,975,001 1,975,000 $ 1.00(2)
Junior secured loan 11.98% (Libor +
($5,000,000 par due 6/2012; 7.00%/Q) 12/29/0: 5,000,001 5,000,001 $ 1.00(2)
Reflexite Corporation (9) Developer and Senior subordinated loan 11.00% cash, 3.00
manufacturer of high  ($10,381,612 par due 12/20 PIK
visibility reflective
products 12/30/0¢ 10,381,61 10,381,61 $ 1.00(2) (3)
Common Stock (412,059
shares’ 3/28/0¢ 6,098,47: 6,098,47. $ 14.8((4)
Universal Trailer Corporation (  Livestock and special  Common stock (50,000
trailer manufacture shares’ 10/8/0< 6,424,64! 3,113,35. $ 62.21(4)
Warrants to purchase 22,20i
shares 10/8/0+ 1,505,771 1,382,821 $ 62.21(4)
Varel Holdings, Inc. Drill bit manufacturer ~ Senior secured loan 8.58% (Libor +
($6,643,750 par due 12/201 4.00%/S) 5/18/0% 6,643,75! 6,643,751 $ 1.00(2)
Senior secured loan 8.67% (Libor +
($1,978,336 par due 12/201 4.00%/Q) 5/18/0t 1,978,331 1,978,331 $ 1.0((2)
Senior secured loan 12.89% (Libor +
($3,333,333 par due 12/201 8.00%/Q) 5/18/0% 3,333,33! 3,333,33 $ 1.00(2)
Senior secured revolving loan  8.27% (Libor +
($250,000 par due 10/2010) 3.50%/Q) 5/18/0% 250,00( 250,00 $ 1.0C
Preferred stock (30,451
shares 5/18/0% 1,067,501 1,067,500 $ 35.0€¢(3)

See accompanying notes to consolidated financsgisients.






Percentage

Initial Acquisition Fair Value Per of
Company (1) Industry Investment Interest (12) Date Amortized Cost Fair Value Unit Net Assets
Common stock (30,451
shares) 5/18/0% 3,04¢ 3,045 $ 0.1((4)
56,701,19 53,227,22 9.32%
Consumer Products- Durable
AWTP, LLC Water treatment Junior secured loan 12.19% (Libor +
services ($13,600,000 par due 7.50%/M)
12/2012) 12/21/0¢ 13,600,00 13,600,00 $ 1.0C
Berkline/Benchcraft Holdings ~ Furniture manufacture Junior secured loan 14.53% (Libor +
LLC and ($5,000,000 par due 5/201 10.00%/Q) 11/3/0¢ 5,000,001 4,500,000 $ 0.9((2)
distributor Preferred stock (2,536 share 10/8/0¢ 1,046,34: 677,640 $ 267.2.(4)
Warrants to purchase 483,020
shares 10/8/0¢ 2,752,55! 1,782,641 $ 3.65(4)
Singer Sewing Company Sewing machine Senior secured revolving loan  8.72% (Libor +
manufacture ($500,000 par due 9/201 4.00%/M) 2/9/0€ 500,00¢( 500,00 $ 1.0C
Senior secured revolving loe  9.25% (Base Rate
($84,122 par due 9/201 1.75%/D) 2/9/0€ 84,12: 84,12: $ 1.0C
Senior secured revolving loan  8.75% (Libor +
($83,333 par due 9/2010) 4.00%/Q) 2/9/0¢ 83,33¢ 83,33! $ 1.0C
Senior secured loan 10.74% (Libor +
($18,000,000 par due 9/201 6.00%/M) 2/9/0€ 18,000,00 18,000,00 $ 1.0C
41,066,35 39,227,73 6.871%
Printing, Publishing and
Broadcasting
Canon Communications LLC  Print publications Junior secured loan 12.48% (Libor +
services ($16,250,000 par due 7.50%/Q)
11/2011) 5/25/0% 16,250,00 16,250,000 $ 1.0¢(2)
National Print Group, Inc. Printing management Senior secured revolving loan10.00% (Base Rate
services ($684,783 par due 3/201 2.50%/D) 3/2/0€ 684,78( 684,78. $ 1.0C
Senior secured revolving log 8.28% (Libor +
($813,451 par due 3/201 3.50%/B) 3/2/0¢€ 813,45: 81345. $ 1.0C
Senior secured loan ($730,4 10.00% (Base Rate
par due 3/2012) 2.50%/Q) 3/2/0¢ 730,43! 730,43 $ 1.0C
Senior secured loan 8.28% (Libor +
($10,682,609 par due 3/201 3.50%/B) 3/2/0€ 10,682,60 10,682,60 $ 1.0C
Senior secured loan 13.50% (Base Rate
($5,021,739 par due 8/201 6.00%/Q) 3/2/0€ 5,021,73! 5,021,73' $ 1.0C
Preferred stock (9,344 share 3/2/0¢ 2,000,001 2,000,001 $ 214.044)
36,183,01 36,183,01 6.33%
Broadcasting and Cable
Patriot Media & Cable services Junior secured loan 9.69% (Libor +
Communications CNJ, LL! ($5,000,000 par due 10/201 5.00%/M) 10/6/0t 5,000,001 5,000,001 $ 1.0C
Pappas Telecasting Incorpora  Television Senior secured loan 14.25% (Libor +
broadcasting ($20,083,333 par due 2/201  4.00% cash, 5.009
PIK/Q) 3/1/0¢€ 20,083,33 20,083,33 $ 1.0¢(3)
25,083,33 25,083,33 4.3%
Computers and Electronics
Extensity Software manufacturer Junior secured loan 11.99% (Libor +
($10,000,000 par due 9/201 7.25%/M) 3/13/0¢ 10,000,00 10,000,000 $ 1.0C
RedPrairie Corporation Software manufacturer Junior secured loan 12.43% (Libor +
($8,500,000 par due 5/201 7.75%/B) 2/21/0¢ 8,500,001 8,500,000 $ 1.0C
18,500,00 18,500,00 3.2&%
Aerospace & Defenst
ILC Industries, Inc. Industrial products Junior secured loan 10.73% (Libor +
provider ($6,500,000 par due 8/2012 5.75%/Q) 8/30/0¢% 6,528,63 6,500,001 $ 1.0C
Thermal Solutions LLC and TS Thermal managemen Senior secured loan 8.78% (Libor +
Group, Inc. and electronics ($3,250,000 par due 3/2012 4.00%/M) 3/28/0¢ 3,250,00¢ 3,250,001 $ 1.0((2)
packaging Senior secured loan 8.28% (Libor +
manufacture ($1,750,000 par due 3/201 3.50%/M) 3/28/0% 1,750,001 1,750,000 $ 1.0¢(2)
Senior subordinated loan 11.50% cash, 2.75'
($3,062,766 par due 3/201 PIK 3/28/0t 3,068,801 3,062,76! $ 1.0((2) (3)
Senior subordinated loan 11.50% cash, 2.50'
($2,500,000 par due 3/2013) PIK 3/21/0¢ 2,500,001 2,500,001 $ 1.0((2) (3)
Preferred stock (53,900
shares’ 3/28/0% 539,00( 539,00 $ 10.0((4)
Common stock (1,100,000
shares; 3/28/0t 11,00¢ 11,000 $ 0.01(4)
17,647,44 17,612,76 3.06%
Financial
Foxe Basin CLO 2003, Ltd. Collateralized debt Preference shares (3,000
obligation shares) 10/8/0¢ 2,682,78! 2,682,78! $ 894.2¢10) (11)
Hudson Straits CLO 2004, Ltd Collateralized debt Preference shares (5,750
obligation shares) 10/8/0¢ 5,073,67 5,001,47: $ 869.8:(10) (11)
MINCS-Glace Bay, Ltd. Collateralized debt Secured notes ($9,500,000 7.79% (Libor + 10/8/0¢
obligation due 7/2014) 3.60%/Q) 9,025,441 9,500,000 $ 1.0((10) (11)
16,781,90 17,184,25 3.01%

See accompanying notes to consolidated financ#tsients.




Initial Acquisition

Fair Value Per

Percentage of

Company (1) Industry Investment Interest (12) Date Amortized Cost Fair Value Unit Net Assets
Cargo Transport
Kenan Advantage Group, Inc.  Fuel transportation Senior subordinated loan 9.50% cash, 3.50%
provider ($8,960,489 par due 12/2013) PIK 12/15/0¢ 8,960,84! 8,960,84' $ 1.0((3)
Senior secured loan 7.98% (Libor +
($2,493,750 par due 12/201 3.00%/Q) 12/15/0¢ 2,493,75! 2,493,751 $ 1.0C
Preferred stock (10,984
shares 12/15/0¢ 1,098,401 1,098,400 $ 100.0((4)
Common stock (30,575
shares) 12/15/0¢ 30,57¢ 3057 $ 1.00(4)
12,583,57: 12,583,57 2.2(%
Farming and Agriculture
The GSI Group, Inc. Agricultural equipmen  Senior notes ($10,000,000 par
manufacture due 5/2013 12.00% 5/11/0¢t 10,000,00! 10,000,00 $ 1.0C
Common stock (7,500 share 5/12/0& 750,00( 750,000 $ 100.0((4)
10,750,001 10,750,00 1.88%
Beverage, Food and Tobacc
Farley’s & Sathers Candy Branded candy Junior secured loan 9.50% (Base Rate +
Company, Inc manufacture ($10,000,000 par due 3/201 1.75%/D) 3/23/0¢ 10,000,00 10,000,00 $ 1.0C
10,000,00! 10,000,00 1.7%
Housing - Building Materials
HB&G Building Products Synthetic and wood Senior subordinated loan 13.00% cash, 3.00¢
product manufacturer ($8,502,823 par due 3/2011) PIK 10/8/0« 8,498,08: 8,502,82 $ 1.0C(2) (3)
Common stock (2,743 share 10/8/04 752,88¢ 752,88 $ 274.444)
Warrants to purchase 4,464
shares 10/8/0¢ 652,50¢ 652,50. $ 146.1%(4)
9,903,47: 9,908,21. 1.7%
Healthcare - Medical Products
Aircast, Inc. Manufacturer of Senior secured loan 7.60% (Libor +
orthopedic brace: ($1,235,429 par due 12/201 2.75%IM) 12/2/0¢ 1,235,42! 123542 $ 1.0(2)
supports and vascular Junior secured loan 11.85% (Libor +
systems ($1,000,000 par due 6/201 7.00%/M) 12/2/0¢ 1,000,001 1,000,000 $ 1.0C(2)
2,235,42! 2,235,42 0.3¢%

Total

$

740,988,02 $ 747,145,14

(1) We do not “Control” any of our portfolio comgan, as defined in the Investment Company Act @019In general, under the 1940 Act,
we would “Control” a portfolio company if we own@%% or more of its voting securities. All of ousrffolio company investments are
subject to legal restriction on sales which as af®t 31, 2006 represented 131% of the Company’agssts.
(2) Pledged as collateral for the CP Funding Rgtciind unless otherwise noted, all other investmarg pledged as collateral for the
Revolving Credit Facility (see Note 7 to the comdatled financial statements).
(3) Has a payment-in-kind interest feature (seeeNato the consolidated financial statements).
(4) Non-income producing at March 31, 2006.
(5) As defined in the 1940 Act, we are an “Affigdtof this portfolio company because we own moantB% of the portfolio company’s
outstanding voting securities. For the three meethded March 31, 2006, for this portfolio comp#rgre were total purchases of $5,000,
redemptions of $7,528,880 (cost), interest incofr&l@6,732, other income of $3,125, net realizedgaf $47,283 and net unrealized losses

of $6,118.

(6) As defined in the 1940 Act, we are an “Affikdtof this portfolio company because we own moantB% of the portfolio company’s
outstanding voting securities. For the three meetihded March 31, 2006, for this portfolio comptgre were total redemptions of $118,
(cost), interest income of $630,505, other incom®10264 and net unrealized losses of $2,438,800.
(7) As defined in the 1940 Act, we are an “Affigdtof this portfolio company because we own moantb% of the portfolio company’s
outstanding voting securities. For the three meetihded March 31, 2006,for this portfolio compamré were total purchases of $1,780,000,
redemptions of $1,614,815 (cost), interest incof®880,971 and other income of $51,355.
(8) As defined in the 1940 Act, we are an “Affigdtof this portfolio company because we own moantB% of the portfolio company’s
outstanding voting securities. For the three meetided March 31, 2006, for this portfolio comp#mre were total purchases of
$25,982,342, interest income of $428,073, capitatturing services fees of $583,810 and otherrmeof $3,709.
(9) As defined in the 1940 Act, we are an “Affigdtof this portfolio company because we own moantB% of the portfolio company’s
outstanding voting securities. This portfolio cang became an “Affiliate” on March 28, 2006, whea purchased common stock in the
company. For the three months ended March 31, Z60&is portfolio company there were total purebs of $6,098,473 and interest income

of $360,651.

(10) Non-U.S. company or principal place of businestside the U.S.

(11) Non-registered investment company.
(12) A majority of the variable rate loans to owrffolio companies bear interest at a rate that beagetermined by reference to either Libor
or an alternate Base Rate (commonly based on ther&leFunds Rate or the Prime Rate), at the bomewetion, which reset semi-annually
(S), quarterly (Q), bi-monthly (B) monthly (M) oady (D). For each such loan, we have providedcilneent interest rate in effect at

March 31, 2006.

See accompanying notes to consolidated financsisients.




CONSOLIDATED SCHEDULE OF INVESTMENTS

As of December 31, 2005

Fair Value Per

Percentage of

Company (1) Industry Investment Interest (10) Acquisition Date Amortized Cost Fair Value Unit Net Assets
Healthcare - Services
American Renal Associates, IncDialysis provider Senior secured loan 8.68% (Libor+
($3,426,230 par due 12/2010) 4.00%/Q) 12/14/0¢ 3,426,231 3,426,23 $ 1.0C
Senior secured loan ($180,2 8.50% (Libor+
par due 12/201C 4.00%/Q) 12/14/0¢ 180,32¢ 180,32( $ 1.0C
Senior secured loan 9.18% (Libor +
($5,886,885 par due 12/201 4.50%/Q) 12/14/0¢ 5,886,88! 5,886,88 $ 1.0C
Senior secured loan ($14,7¢ 9.00% (Libor+
par due 12/2011) 4.50%/Q) 12/14/0¢ 14,75¢ 14,75 $ 1.0C
Senior secured loan 11.68% (Libor +
($7,213,115 par due 12/201 7.00%/Q) 12/14/0¢ 7,213,11! 7,213,11' $ 1.0C
Capella Healthcare, Inc. Acute care hospital Junior secured loan 10.45% (Libor +
operator ($29,000,000 par due 6.00%/Q)
11/2013) 12/1/0¢ 29,000,00 29,000,00 $ 1.0C
PHNS, Inc. Information technolog Senior subordinated loan 13.50% cash, 2.5%
and business process ($16,000,000 par due PIK
outsourcing 11/2011) 10/29/0¢ 15,785,66 16,000,00 $ 1.0¢(3)
Triad Laboratory Alliance, LLC Laboratory services  Senior subordinated loan 12.00% cash, 1.75'
($9,714,888 par due 12/201 PIK 12/21/0¢ 9,714,88: 9,714,88 $ 1.0¢(3)
Senior secured loan 7.78% (Libor +
($3,000,000 par due 12/201 3.25%/Q) 12/21/0¢ 3,000,001 3,000,000 $ 1.0C
74,221,86 74,436,20 13.09%
Containers-Packaging
Captive Plastics, Inc. Plastics container Junior secured loan 11.62% (Libor +
manufacture ($16,000,000 par due 2/201 7.25%IM) 12/19/0¢ 16,000,00 16,000,00 $ 1.0C
Industrial Container Services, Industrial container Senior secured loan 11.00% (Libor +
LLC (7) manufacturer, ($26,728,663 par due 9/2011) 6.50%/Q)
reconditioner and
servicer 9/30/0¢ 26,728,66 26,728,66 $ 1.0C
Senior secured loan 8.88% (Libor +
($4,643,479 par due 9/2011 4.50%/M) 9/30/0¢ 4,643,47! 4,643,47 $ 1.0C
Senior secured revolving loan 10.25% (Base Rate
($1,160,870 par due 9/201 3.00%/Q) 9/30/0¢ 1,160,87! 1,160,87 $ 1.0C
Senior secured revolving loe  10.25% (Base Rate
($541,739 par due 9/201 3.00%/Q) 9/30/0¢ 541,73¢ 541,73¢ $ 1.0C
Common stock (1,800,000
shares) 9/29/0¢ 1,800,001 1,800,000 $ 1.0C(4)
York Label Holdings, Inc. Consumer product Senior subordinated loan 10.00% cash, 4.00'
labels manufacturer  ($10,368,791 par due 2/2010) PIK 11/3/0¢ 10,362,90 10,368,79 $ 1.0C(2) (3)
Preferred stock (650 shar¢ 10.00% 11/3/0¢ 3,742,44! 3,742,44! $ 5,757.63)
Warrants to purchase 156,000
shares 11/3/0¢ 5,320,40! 5,320,40! $ 34.11(4)
70,300,50 70,306,39 12.3(%
Services- Other
Diversified Collection Collections services  Senior secured loan 8.38% (Libor +
Services, Inc ($6,300,000 par due 2/201 4.00%/M) 2/2/0% 6,300,001 6,300,000 $ 1.0¢(2)
Senior secured loan 10.00% (Libor +
($8,500,000 par due 8/2011) 6.00%/Q) 2/2/0% 8,500,001 8,500,000 $ 1.0C(2)
Preferred stock (114,004
shares; 2/2/0¢ 295,27( 29527( $ 2.5¢(4)
Event Rentals, Inc. Party rental services  Senior secured loan 9.91% (Libor+
($2,676,136 par due 11/201 5.25%/S) 11/17/0¢ 2,676,131 2,676,13 $ 1.0C
Senior secured loan 9.92% (Libor +
($2,897,727 par due 11/201 5.25%Q) 11/17/0¢ 2,897,72 2,897,72 $ 1.0C
Senior secured loan ($170,4 11.50% (Base Rate
par due 11/2011) 4.25%ID) 11/17/0¢ 170,45! 170,45! $ 1.0C
Senior secured loan 9.91% (Libor +
($8,011,363 par due 11/201 5.25%/S) 11/17/0¢ 8,011,36: 8,011,36: $ 1.0C
GCA Services, Inc. Custodial services Senior subordinated loan 12.00% cash, 3.00'
($32,743,750 par due 1/201 PIK 7/25/0¢ 32,743,75 32,743,775 $ 1.0¢(3)
Miller Heiman, Inc. Sales consulting Senior secured loan 8.14% (Libor +
services ($4,521,687 par due 6/201 3.75%/M) 6/20/0¢ 4,521,68 4,521,68 $ 1.0¢(2)
Senior secured loan 8.78% (Libor +
($4,058,379 par due 6/201 4.25%/Q) 6/20/0% 4,058,37! 4,058,37' $ 1.0¢(2)
70,174,76 70,174,76 12.2¢%
Environmental Services
Mactec, Inc. Engineering and Common stock (186 shares)
environmenta consulting service 11/3/0¢ — — $ 0.0C(4)
United Site Services, Inc. Portable restroom and Senior secured loan 7.37% (Libor +
site service: ($5,061,957 par due 8/201 3.00%/M) 9/14/0¢ 5,061,95 5,061,95 $ 1.0C
Senior secured loan 7.41% (Libor +
($3,043,478 par due 8/201 3.00%/Q) 9/14/0¢ 3,043,47: 3,043,47 $ 1.0C
Senior secured loan 7.28% (Libor +
($1,869,565 par due 8/2011) 3.00%/Q) 9/14/0¢ 1,869,56! 1,869,56! $ 1.0C
Junior secured loan 12.44% (Libor +
($13,461,538 par due 6/201 8.00%/Q) 12/1/0¢ 13,419,06 13,461,53 $ 1.0¢(2)
Common stock (216,795
shares’ 10/8/0« 1,353,85 1,353,85. $ 6.24(4)
Wastequip, Inc. Waste management  Junior secured loan 10.53% (Libor +
equipment ($15,000,000 par due 7/2012) 6.00%/Q)
manufacture 8/4/0¢% 15,000,00 15,000,00 $ 1.0C
WCA Waste Systems, Inc. Waste management  Junior secured loan 10.53% (Libor +
services ($25,000,000 par due 6.00%/Q)
10/2011) 4/25/08 25,000,00 25,000,00 $ 1.0(2)
64,747,91 64,790,38 11.3%




Restaurants
CICQ, LP Restaurant franchisor Limited partnership interest
owner and operatc (26.5% interest 8/15/0¢ 53,000,00! 62,284,54

53,000,00! 62,284,54 10.9%




Fair Value Per

Initial Percentage of
Company (1) Industry Investment Interest (10) Acquisition Date Amortized Cost Fair Value Unit Net Assets
Manufacturing
Arrow Group Industries, Inc. Residential and Senior secured loan 9.53% (Libor +
outdoor shed ($6,000,000 par due 4/2010) 5.00%/Q)
manufacture 3/28/0¢ 6,040,15: 6,000,000 $ 1.0C
Senior secured loan 14.03% (Libor +
($6,000,000 par due 10/201 9.50%/Q) 3/28/0t 6,000,001 6,000,000 $ 1.0C
Qualitor, Inc. Automotive Senior secured loan ($827,C 8.27% (Libor +
aftermarket par due 12/2011) 4.00%/Q)
components supplie 12/29/0¢ 827,05¢ 827,05¢ $ 1.0¢(2)
Senior secured loan 8.53% (Libor +
($1,152,941 par due 12/201 4.00%/Q) 12/29/0¢ 1,152,94 1,152,94 $ 1.0¢(2)
Junior secured loan 11.53% (Libor +
($5,000,000 par due 6/2012 7.00%/Q) 12/29/0¢ 5,000,001 5,000,000 $ 1.0¢(2)
Reflexite Corporation Developer and Senior subordinated loan 11.00% cash, 3.00'
manufacturer of high  ($10,304,329 par due
visibility reflective 12/2011)
products 12/30/0: 10,304,32 10,304,32 $ 1.0C(2) (3)
Universal Trailer Corporation  Livestock and special Senior secured loan 8.39% (Libor +
trailer manufacture ($1,048,960 par due 3/200 4.00%/M) 10/8/0¢ 1,054,72! 1,054,72! $ 1.01
Senior subordinated loan 13.50%
($7,500,000 par due 9/200 10/8/0¢ 7,522,76. 7,528,88 $ 1.0C
Common stock (50,000
shares) 10/8/0¢ 6,424,64! 3,113,35. $ 62.27(4)
Warrants to purchase 22,208
shares 10/8/0¢ 1,505,771 1,382,821 $ 62.27(4)
Varel Holdings, Inc. Drill bit manufacturer ~ Senior secured loan 8.58% (Libor +
($6,643,750 par due 12/201 4.00%/S) 5/18/0¢ 6,643,75! 6,643,75 $ 1.0C(2)
Senior secured loan 8.47% (Libor +
($2,333,333 par due 12/201 4.00%/Q) 5/18/0¢ 2,333,33: 2,333,333 $ 1.0¢(2)
Senior secured loan 12.48% (Libor +
($3,333,333 par due 12/2011) 8.00%/Q) 5/18/0¢ 3,333,33: 3,333,33 $ 1.0C(2)
Preferred stock (30,451
shares’ 5/18/0¢ 1,046,56! 1,046,56: $ 34.31(3)
Common stock (30,451
shares; 5/18/0¢ 3,04t 3,04t ¢ 0.1((4)
59,192,41 55,724,14 9.7%%
Consumer Products- Non-
Durable
Making Memories Scrapbooking brande Senior secured loan 8.50% (Libor +
Wholesale, Inc. (6) products manufacture ($9,143,750 par due 3/2011 4.00%/Q) 5/5/0¢% 9,143,75! 9,143,75 $ 1.0C(2)
Senior subordinated loan 12.00% cash, 2.50'
($10,000,000 par due 5/201 PIK 5/5/0% 10,000,000 10,000,00 $ 1.0C(3)
Preferred stock (3,500 share 5/5/0& 3,685,101 3,685,100 $ 1,052.8(3)
Shoes for Crews, LLC Safety footwear and  Senior secured loan 9.00% (Base Rate
slip-related mats ($1,478,167 par due 7/2010 1.75%/D)
manufacture 10/8/0¢ 1,486,86! 1,486,86! $ 1.01(2)
Senior secured loan ($47,247  7.78% (Libor +
par due 7/2010) 3.25%/Q) 10/8/0¢ 47,52t 47,52 $ 1.01(2)
Tumi Holdings, Inc. Branded luggage Senior secured loan 7.28% (Libor +
designer, marketer and ($2,500,000 par due 12/2012) 2.75%/Q)
distributor 5/24/0¢ 2,500,001 2,500,000 $ 1.0C(2)
Senior secured loan 7.78% (Libor +
($5,000,000 par due 12/201 3.25%/Q) 3/14/0¢ 5,000,001 5,000,000 $ 1.0C(2)
Senior subordinated loan 15.53% (Libor +
($13,008,799 par due 6.00% cash, 5.00%
12/2014) PIK/Q) 3/14/0¢ 13,008,79 13,008,79 $ 1.0¢(2) (3)
44,872,03 44,872,03 7.85%
Education
Lakeland Finance, LLC Private school operati  Senior secured note 11.50%
($33,000,000 par due
12/2012) 12/13/0¢ 33,000,00 33,000,00 $ 1.0C
33,000,000 33,000,00 5.7¢%
Consumer Products- Durable
AWTP, LLC Water treatment Junior secured loan 13.50% (Base Rate
services ($13,600,000 par due 6.25%/Q)
12/2012) 12/21/0¢ 13,600,00 13,600,00 $ 1.0C
Berkline/Benchcraft Holdings ~ Furniture manufacture Junior secured loan 14.05% (Libor +
and distributol ($5,000,000 par due 5/201 10.00%/Q) 11/3/0¢ 5,000,001 4,500,000 $ 0.9((2)
Preferred stock (2,536 share 10/8/0¢ 1,046,34: 677,64: $ 267.21(4)
Warrants to purchase 483,020
shares 10/8/0¢ 2,752,55! 1,782,641 $ 3.65(4)
22,398,90 20,560,28 3.6(%
Financial
Foxe Basin CLO 2003, Ltd. Collateralized debt Preference shares (3,000
obligation shares) 10/8/0¢ 2,743,441 2,743,441 $ 914.48) (9)
Hudson Straits CLO 2004, Ltd Collateralized debt Preference shares (5,750
obligation shares) 10/8/0¢ 5,217,33 5,143,12 $ 894.4¢(8) (9)
MINCS-Glace Bay, Ltd. Collateralized debt Secured notes ($9,500,000 7.79% (Libor +
obligation due 7/2014) 3.60%/Q) 10/8/0¢ 9,019,81! 9,500,000 $ 1.0((8) (9)
16,980,59 17,386,56 3.04%
Printing, Publishing and
Broadcasting
Canon Communications LLC  Print publications Junior secured loan 12.03% (Libor +
services ($16,250,000 par due 7.50%/Q)
11/2011) 5/25/0¢ 16,250,00 16,250,00 $ 1.0(2)
16,250,00 16,250,00 2.8%%




Aerospace & Defenst
ILC Industries, Inc.

Thermal Solutions LLC

Industrial products Junior secured loan
provider ($6,500,000 par due 8/201

Thermal managemen Senior secured loan
and electronic ($5,973,529 par due 3/201

10.28% (Libor +
5.75%/Q)

9.71% (Libor +
5.25%/Q)

8/30/0¢

3/28/0¢

6,529,23:

5,973,52!

6,500,00!

5,973,52!

$

$

1.0C

1.00(2)




Initial Fair Value Per Percentage of

Company (1) Industry Investment Interest (10) Acquisition Date Amortized Cost Fair Value Unit Net Assets
packaging Senior subordinated loan 11.50% cash, 2.75
manufacture ($3,062,766 par due 3/201 PIK 3/28/0¢ 3,067,22! 3,062,761 $ 1.0((2) (3)
Preferred stock (29,400
shares; 3/28/0¢ 294,00( 294,000 $ 10.0((4)
Common stock (600,000
shares) 3/28/0t 6,00C 6,000 $ 0.01(4)
15,869,98 15,836,29 2.71%
Cargo Transport
Kenan Advantage Group, Inc.  Fuel transportation Senior subordinated loan 13.00%
provider ($8,870,968 par due 12/201 12/15/0¢ 8,870,96! 8,870,96! $ 1.0C
Senior secured loan 7.50% (Libor +
($2,500,000 par due 12/201 3.00%/Q) 12/15/0¢ 2,500,001 2,500,000 $ 1.0C
Preferred stock (10,984
shares’ 12/15/0¢ 1,098,401 1,098,401 $ 100.0((4)
Common stock (30,575
shares’ 12/15/0¢ 30,57¢ 3057 $ 1.00(4)
12,499,94 12,499,94 2.1%
Farming and Agriculture
The GSI Group, Inc. Agricultural equipmen  Senior notes ($10,000,000 par 12.00%
manufacture due 5/2013 5/11/08 10,000,000 10,000,00 $ 1.0C
Common stock (7,500 share 5/12/0¢ 750,00( 750,000 $ 100.0((4)
10,750,00 10,750,00 1.88%
Housing - Building Materials
HB&G Building Products Synthetic and wood Senior subordinated loan 13.00% cash, 4.00
product manufacture  ($8,439,529 par due 3/201 PIK 10/8/0¢ 8,435,64! 8,439,52' $ 1.0¢(2) (3)
Common stock (2,743 share 10/8/0¢ 752,88t 752,88t $ 274.444)
Warrants to purchase 4,464
shares 10/8/0¢ 652,50! 652,50 $ 146.1%(4)
9,841,03 9,844,92! 1.72%
Cable Television
Patriot Media & Cable services Junior secured loan 9.50% (Libor +
Communications CNJ, LLC ($5,000,000 par due 10/201: 5.00%/Q) 10/6/0¢ 5,000,001 5,000,000 $ 1.0C
5,000,001 5,000,001 0.88%
Healthcare - Medical Products
Aircast, Inc. Manufacturer of Senior secured loan 7.20% (Libor +
orthopedic braces, ($1,251,902 par due 12/2010) 2.75%/Q)
supports and vascular
systems 12/2/0¢ 1,251,90: 1,251,90. $ 1.0¢(2)
Junior secured loan 11.45% (Libor +
($1,000,000 par due 6/201 7.00%/Q) 12/2/0¢ 1,000,00! 1,000,000 $ 1.0((2)
2,251,90: 2,251,90: 0.3%%
Total $ 581,351,86 $ 585,968,37

(1) We do not “Control” any of our portfolio compan, as defined in the Investment Company Act @019In general, under the 1940 Act,
we would “Control” a portfolio company if we own@%% or more of its voting securities. All of ousrtfolio company investments are
subject to legal restriction on sales which as ef&@nber 31, 2005 represented 103% of the Compasy assets.

(2) Pledged as collateral for the credit faciligypble (see Note 7 to the consolidated financékstents).

(3) Has a payment-in-kind interest feature (seeeNato the consolidated financial statements).

(4) Non-income producing at December 31, 2005.

(5) As defined in the 1940 Act, we are an “Affigdtof this portfolio company because we own moantB% of the portfolio company’s
outstanding voting securities. For the year eridedember 31, 2005, for this portfolio company theege total purchases of $2,000,000,
redemptions of $2,919,939 (cost), interest incofr&lgl47,137, other income of $143,667, net redlinases of $4,278 and net unrealized
losses of $3,429,198.

(6) As defined in the 1940 Act, we are an “Affigdtof this portfolio company because we own moantB% of the portfolio company’s
outstanding voting securities. For the year erldedember 31, 2005, for this portfolio company theege total purchases of $26,000,000,
sales of $3,000,000 (cost), redemptions of $237(666X), interest income of $1,514,431, capitalctiring services fees of $862,500 and
other income of $2,068.

(7) As defined in the 1940 Act, we are an “Affigdtof this portfolio company because we own moantB% of the portfolio company’s
outstanding voting securities. For the year eridedember 31, 2005, for this portfolio company theege total purchases of $54,647,808,
total sales of $19,000,000 (cost), redemptions7@6$069 (cost) interest income of $943,631, capitaicturing services fees of $1,058,750
and other income of $44,426.

(8) Non-U.S. company or principal place of businestside the U.S.

(9) Non-registered investment company.

(10) A majority of the variable rate loans to owrffolio companies bear interest at a rate that beagetermined by reference to either Libor
or an alternate Base Rate (commonly based on ther&de-unds Rate or the Prime Rate), at the borswetion, which reset semi-annually
(S), quarterly (Q), monthly (M) or daily (D). Feach such loan, we have provided the current istteate in effect at December 31, 2005.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS

For the three For the three
months ended months ended
March 31, 2006 March 31, 2005
(unaudited) (unaudited)
INVESTMENT INCOME:
From noli-control/nor-affiliate investments
Interest from investmen $ 15,051,13 $ 4,920,65!
Interest from cash & cash equivale 231,22¢ 30,35¢
Capital structuring service fe 1,746,20! 303,75(
Other income 42,54 59,39¢
Total investment income from non-control/non-adfié investments 17,071,11 5,314,15
From affiliate investment:
Interest from investmen 2,476,93: 310,59:
Capital structuring service fe 583,81( —
Other income 59,45 125,84
Total investment income from affiliate investments 3,120,19! 436,43!
Total investment income 20,191,30 5,750,59:
EXPENSES
Base management fe 2,543,65! 814,71
Incentive management fe 2,922,88 270,28
Administrative 177,53 233,27
Professional fee 471,45 164,99:
Directors fee: 63,25( 72,16¢
Insurance 188,10: 142,81
Interest and credit facility fee 1,322,311 375,29(
Interest payable to the Investment Advi 25,87¢ 51,72¢
Amortization of debt issuance co: 407,31( 65,69(
Other 168,50¢ 29,81¢
Total expenses 8,290,89I 2,220,76.
NET INVESTMENT INCOME BEFORE INCOME TAXE! 11,900,41 3,529,82!
Income tax expense, including excise tax 208,88( —
NET INVESTMENT INCOME 11,691,53 3,529,82!
REALIZED AND UNREALIZED GAIN ON INVESTMENTS:
Net realized gains (losse!
Net realized gains from n-control/not-affiliate investment transactiol 563,60 409,18(
Net realized gains (losses) from affiliate investtnteansactions 47,28: (150
Net realized gains from investment transactions 610,88t 409,03(
Net unrealized gains (losse
Investment transactions from r-control/nor-affiliate investment: 3,985,53I 4,566,23.
Investment transactions from affiliate investments (2,444,91) (1,184
Net unrealized gains from investment transactions 1,540,61; 4,565,04
Net realized and unrealized gain on investments 2,151,49 4,974,07
NET INCREASE IN STOCKHOLDER’ EQUITY RESULTING FROM OPERATIONS $ 13,843,03 $ 8,503,901
BASIC AND DILUTED EARNINGS PER COMMON SHARE (see o4) $ 0.3¢ $ 0.6¢
WEIGHTED AVERAGE SHARES OF COMMON STOCK OUTSTANDIN(ee Note 4 37,988,70 12,275,45

10




CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
For the Three Months Ended March 31, 2006 (unaudite)

Distributions

Less Than (in Accumulated

Capital in Excess of) Net Net Realized Net Unrealized Total
Excess of Par Investment Gain on Sale of Appreciation on Stockholders’
Common Stock Value income Investments Investments Equity
Shares Amount
Balance at December 31, 20 37,909,48 $ 37,91( $ 559,192,55 $ — $ 5,765,22! $ 4,616,511 $ 569,612,19
Shares issued in connection with
dividend reinvestment ple 97,66¢ 98 1,602,58. — — — 1,602,67!
Net increase in stockholders’ equity
resulting from operations — — — 11,691,53 610,88t 1,540,61; 13,843,03
Dividend declared ($0.36 per share — — — (11,691,53) (1,991,03) — (13,682,57)
Balance at March 31, 2006 38,007,14 $ 38,00¢ $ 560,795,13 $ — $ 4,385,07. $ 6,157,12; $ 571,375,33
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CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
For the Quarter Ended March 31, 2005 (unaudited)

Distributions

Less Than (in Accumulated

Capital in Excess of) Net Net Realized Net Unrealized Total
Excess of Par Investment Gain on Sale of Appreciation on Stockholders’
Common Stock Value income Investments Investments Equity
Shares Amount
Balance at December 31, 2004 11,066,76 $ 11,067 $ 159,602,70 $ (136,419 $ — $ 230,94° 159,708,30
Shares issued in connection with
dividend reinvestment ple 1,647 2 31,99¢ — — — 31,99¢
Issuance of common stock from
secondary offering (net of offering
and underwriting costs) 12,075,00! 12,07¢ 183,859,34 — — — 183,871,41
Reimbursement of underwriting costs
paid by the Investment Adviser (st
Note 9) — — (2,475,001 — — — (2,475,000
Net increase in stockholders’ equity
resulting from operation — — — 3,529,82! 409,03( 4,565,04' 8,503,901
Dividend declared ($0.30 per share) — — — (2,911,49) (409,03() — (3,320,52)
Balance at March 31, 2005 23,143,441 $ 23,14¢ $ 341,019,04 $ 481,92( $ — $ 4,795,99 346,320,10
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the three
months ended
March 31, 2006

For the three
months ended
March 31, 2005

OPERATING ACTIVITIES:
Net increase in stockhold’ equity resulting from operatiot
Adjustments to reconcile net increase in stockhs’ equity resulting from operation
Net realized gain on investment transacti
Net unrealized gain on investment transact
Net accretion of discount on securit
Increase in accrued paym-in-kind dividends and intere
Amortization of debt issuance co:
Proceeds from sale and redemption of investrr
Purchases of investmer
Changes in operating assets and liabilit
Interest receivabl
Other asset
Accounts payable and accrued expet
Management and incentive fees payz
Interest and facility fees payal
Interest payable to the Investment Adviser

Net cash used in operating activities
FINANCING ACTIVITIES:
Net proceeds from issuance of common s
Borrowings on credit facility payab
Repayments on credit facility payal
Underwriting costs payable to the Investment Adv
Dividends paid in cash
Net cash provided by financing activities
CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS, END OF PERIOD
Supplemental Informatiot

Interest paid during the peric
Dividends declared during the peri
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(unaudited) (unaudited)
$ 13,843,03 $ 8,503,901
(610,886 (409,03()
(1,540,61) (4,565,04)
(11,229 1,34¢
(945,45 (688,83
407,31( 65,69(
37,898,211 15,824,78
(200,910,72) (50,972,68)
(2,130,07) (761,43
(210,999 104,96¢
431,96 (527,429
1,988,50! 810,33¢
927,53: 279,11-
(154,079 51,72°¢
(151,017,50) (32,282,58)
— 183,871,41
167,200,00 23,500,00
— (79,000,00)
(2,475,001 —
(11,286,54) (3,288,03)
153,438,45 125,083,38
2,420,95: 92,800,79
16,613,33 26,806,16
$ 19,034,28 $ 119,606,95
$ 308,03¢ $ 60,53!
$ 13,682,57 $ 3,320,52




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of March 31, 2006 (unaudited)

ORGANIZATION

Ares Capital Corporation (the “Company” or “ARCC ‘ave”) is a closed-end, non-diversified managenieméstment company
incorporated in Maryland that is regulated as artass development company under the Investment @oynfact of 1940 (“1940
Act”). We were incorporated on April 16, 2004 andrerinitially funded on June 23, 2004. On Octohe2®4, we completed our
initial public offering (the “IPO”). On the sametdawe commenced substantial investment operations.

The Company has qualified and has elected to béstidor tax purposes as a regulated investmenpaoy or RIC, under the
Internal Revenue Code of 1986, as amended. The @myraxpects to continue to qualify and to elediddreated for tax purposes
a RIC. Our investment objectives are to generatle tarrent income and capital appreciation throdgbt and equity investments.
We invest primarily in first and second lien serlmans and mezzanine debt, which in some casesnuolayle an equity component,
and, to a lesser extent, in equity investmentgiirafe middle market companies.

We are externally managed by Ares Capital Manageélirie@ (the “Investment Adviser”), an affiliate ofrAs Management LLC
(“Ares Management”), an independent Los Angelegthdism that manages investment funds. Ares Teeth®idministration LLC
(“Ares Administration”), an affiliate of Ares Managient, provides the administrative services necg$saus to operate.

Interim financial statements are prepared in acoed with generally accepted accounting princifiB&\AP”) for interim financial
information and pursuant to the requirements fporéng on Form 10-Q and Article 10 of RegulatiotXSAccordingly, certain
disclosures accompanying financial statements peepa accordance with GAAP are omitted. In thenagn of management, all
adjustments, consisting solely of normal recuracgruals, considered necessary for the fair pragentof financial statements for
the interim period, have been included. The cumpentod’s results of operations will not necesyari indicative of results that
ultimately may be achieved for the fiscal year egddbecember 31, 2006.

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying consolidated financial statemieswe been prepared on the accrual basis of acoguntconformity with
accounting principles generally accepted in thetdthStates, and include the accounts of the Comaadyts wholly owned
subsidiaries. The consolidated financial statemisftsct all adjustments and reclassifications Whin the opinion of management,
are necessary for the fair presentation of theltseestithe operations and financial condition floe periods presented. All significant
intercompany balances and transactions have berimaied.

Cash and Cash Equivalents
Cash and cash equivalents include short-term,diguuiestments in a money market fund. Cash and easivalents are carried at
cost which approximates fair value.

Concentration of Credit Risk
The Company places its cash and cash equivaletiidinancial institutions and, at times, cash Helchoney market accounts may
exceed the Federal Deposit Insurance Corporatsuréa limit.

I nvestments

Investment transactions are recorded on the tratie Bealized gains or losses are computed usingpibcific identification method.
We carry our investments at fair value, as deteechioy our board of directors. Investments for whiddrket quotations are readily
available are valued at such market
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guotations. Debt and equity securities that arepnbticly traded or whose market price is not rgadvailable are valued at fair
value as determined in good faith by our boardifatiors based on the input of our investment ahasd audit committee and,
where appropriate, an independent valuation firhe fiypes of factors that we may take into accaufair value pricing of our
investments include, as relevant, the nature aaltzedle value of any collateral, the portfolio quemy’s ability to make payments
and its earnings and discounted cash flow, the etaiik which the portfolio company does businessymarison to publicly traded
securities and other relevant factors.

When an external event such as a purchase tramsagtiblic offering or subsequent equity sale ogcwe use the pricing indicated
by the external event to corroborate our privatgitgyaluation. Because there is not a readily lalée market value for most of the
investments in our portfolio, we value substanyiall of our portfolio investments at fair valuedetermined in good faith by our
board under a valuation policy and a consistergpliad valuation process. Due to the inherent uag®y of determining the fair
value of investments that do not have a readilylavi@ market value, the fair value of our investitsemay differ significantly from
the values that would have been used had a readgehexisted for such investments, and the diffeesrcould be material.

With respect to investments for which market quotet are not readily available, our board of divestundertakes a multi-step
valuation process each quarter, as described below:

e Our quarterly valuation process begins with eaatffgia company or investment being initially vatliby the investment
professionals responsible for the portfolio invesitin

*  Preliminary valuation conclusions are then documemind discussed with our senior management.

¢  The audit committee of our board of directors rexi¢hese preliminary valuations. Where appropridie committee may
utilize an independent valuation firm selected iy board of directors.

* The board of directors discusses valuations anetahites the fair value of each investment in outfplio in good faith
based on the input of our investment adviser anlit aommittee and, where appropriate, an independsnation firm.

I nterest Income Recognition

Interest income, adjusted for amortization of pramiand accretion of discount, is recorded on aruatbasis to the extent that st
amounts are expected to be collected. The Comgapyg accruing interest on its investments whes dstermined that interest is no
longer collectible. If any cash is received aftésidetermined that interest is no longer colldetiwe will treat the cash as payment
on the principal balance until the entire principalance has been repaid, before any interest iaé®mecognized. Discounts and
premiums on securities purchased are accretedf@exuver the life of the respective security ugimg effective yield method. The
amortized cost of investments represents the @ligiost adjusted for the accretion of discountsamdrtizations of premium on
bonds.

Payment in Kind | nterest

The Company has loans in its portfolio that contapayment-in-kind (“PIK”) provision. The PIK intest, computed at the
contractual rate specified in each loan agreenieatided to the principal balance of the loan a&wdnded as interest income. To
maintain the Company’s status as a RIC, this nah-saurce of income must be paid out to stockhsliuethe form of dividends,
even though the Company has not yet collecteddbk.d-or the three months ended March 31, 200,494 in PIK income was
recorded. For the three months ended March 31,, 288,839 in PIK income was recorded.

Capital Structuring Service Fees

The Company’s Investment Adviser seeks to provigiésgance to the portfolio companies in conneatidh the Company’s
investments and in return the Company may receigs for capital structuring services. These feesiarmally paid at the closing
the investments, are generally non-recurring ardezognized as revenue when earned upon clositig @ivestment. The services
that the Company’s Investment Adviser provides \@rynvestment, but generally consist of reviewaxgsting credit
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facilities, arranging bank financing, arranging igfinancing, structuring financing from multiplenders, structuring financing frc
equity investors, restructuring existing loanssirag equity and debt capital, and providing gennaincial advice, which concludes
upon closing of the loan. The Company'’s Investnfahtiser may also take a seat on the board of @ire®f a portfolio company,
or observe the meetings of the board of directatisowut taking a formal seat. Any services of dh@ve nature subsequent to the
closing would generally generate a separate fealpayo the Company. In certain instances wher€tmapany is invited to
participate as a co-lender in a transaction antddérevent that the Company does not provide sigifi services in connection with
the investment, a portion of loan fees paid toGoenpany in such situations may be deferred and timadrover the estimated life of
the loan.

Foreign Currency Trandation
The Company’s books and records are maintained$n dlbllars. Any foreign currency amounts are ti@ed into U.S. dollars on
the following basis:

(1) Market value of investment securities, other assettliabilities —at the exchange rates prevailing at the end ofidlye
(2) Purchases and sales of investment securities, meom expenses — at the rates of exchange preyaiiithe
respective dates of such transactions.

Although the net assets and the fair values argepted at the foreign exchange rates at the etie afay, the Company does not
isolate the portion of the results of the operatimesulting from changes in foreign exchange rateisvestments from the
fluctuations arising from changes in fair valuarofestments. Such fluctuations are included withribt realized and unrealized
gains or losses from investments. Foreign secaritycurrency translations may involve certain adersitions and risks not typically
associated with investing in U.S. companies and G@&ernment securities. These risks include bernat limited to revaluation of
currencies and future adverse political and econatevelopments which could cause investments in th&rkets to be less liquid
and prices more volatile than those of comparab& tompanies.

Offering Expenses
The Company'’s offering costs were charged agamesptoceeds from the Add-on Offering (as defineNdte 10) when received.
For the three months ended March 31, 2005, the @agnimcurred approximately $635,000 of such costs.

Debt I ssuance Costs
Debt issuance costs are being amortized overftheflithe related credit facility using the straitjihe method which approximates
the interest method.

Federal Income Taxes

The Company has qualified and elected and intemdsritinue to qualify for the tax treatment appbiesto regulated investment
companies under Subchapter M of the Internal Rev&ude of 1986 (the “Code”), as amended, and, arotey things, has made
and intends to continue to make the requisiteiligions to its stockholders which will relieve tB@mpany from Federal income
taxes. In order to qualify as a RIC, among othetdis, the Company is required to timely distribiatéts stockholders at least 90%
of investment company taxable income, as definetheyCode, for each year.

Depending on the level of taxable income earnaltax year, we may choose to carry forward taxadgeme in excess of current
year dividend distributions into the next tax yaad pay a 4% excise tax on such income, as requicethe extent that the Compe
determines that its estimated current year an@abie income will be in excess of estimated curyear dividend distributions, the
Company accrues excise tax, if any, on estimatedssxtaxable income as taxable income is earnedh&aohree months ended
March 31, 2006, a provision of approximately $99,0@s recorded for Federal excise tax. As of M&Lh2006, the entire amount
was unpaid and included in accounts payable oa¢chempanying consolidated balance sheet.

16




Our wholly owned subsidiaries ARCC Cervantes Caxpion (“ACC”) and ARCC Cervantes LLC (“ACLLC”) amubject to Federal
and state income taxes. For the three months d@ddech 31, 2006, we recorded a tax provision of apipnately $110,000 for these
subsidiaries.

Dividends

Dividends and distributions to common stockholdersrecorded on the record date. The amount taideopt as a dividend is
determined by the board of directors each quartéri@generally based upon the earnings estimatadadmagement. Net realized
capital gains, if any, are generally distributedeasst annually, although we may decide to retagh<apital gains for investment.

We have adopted a dividend reinvestment plan tlwafigees for reinvestment of our distributions omalé of our stockholders, unle
a stockholder elects to receive cash. As a rasolty board of directors authorizes, and we deglarcash dividend, then our
stockholders who have not “opted out” of our divideeinvestment plan will have their cash divideadtomatically reinvested in
additional shares of our common stock, rather teariving the cash dividends.

Use of Estimatesin the Preparation of Financial Statements

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States requires
management to make estimates and assumptiondfizttthe reported amounts of actual and contingseéts and liabilities at the
date of the financial statements and the reponteoluats of income or loss and expenses during {artiag period. Actual results
could differ from those estimates. Significant essties include the valuation of investments.

Fair Value of Financial I nstruments

The carrying value of the Company’s financial ingtents approximate fair value. The carrying vallimerest and open trade
receivables, accounts payable and accrued expersse®ll as the credit facility payable approxinfaie value due to their short
maturity.

AGREEMENTS

The Company has entered into an investment advasgngement (the “Advisory Agreement”) with the Istraent Adviser under
which the Investment Adviser, subject to the ovesapervision of our board of directors, providegdastment advisory services to
ARCC. For providing these services, the Investrdahtiser receives a fee from us, consisting of twmponents—a base
management fee and an incentive fee. The base maeag fee is calculated at an annual rate of 1.6étiototal assets (other than
cash or cash equivalents but including assets paechwith borrowed funds). For services renderei@iuthe Advisory Agreement
during the period commencing from October 8, 20Gdugh and including December 31, 2004, the basegeament fee is payable
monthly in arrears. For services rendered undeAthésory Agreement after that time, the base manaant fee is payable quarterly
in arrears. The base management fee is calculatstilon the average value of our total assetsr(ththe cash or cash equivalents
but including assets purchased with borrowed fuatitf)ie end of the two most recently completednzide quarters.

The incentive fee has two parts. One part is catedland payable quarterly in arrears based opretincentive fee net investment
income. Pre-incentive fee net investment incomemaéaterest income, dividend income and any othesrne (including any other
fees such as commitment, origination, structurdilggence and consulting fees or other fees thategeive from portfolio compani
but excluding fees for providing managerial assis¢d accrued during the calendar quarter, minusatipg expenses for the quarter
(including the base management fee, any expengablgaunder the administration agreement, and raeydst expense and
dividends paid on any outstanding preferred stbakgexcluding the incentive fee). Pre-incentiverieeinvestment income includes,
in the case of investments with a deferred intdesture such as market discount, debt instrumeititspayment-in-kind interest,
preferred stock with payment-kind dividends and zero coupon securities, acchieaime that we have not yet received in cash.
Investment Adviser is not under any obligationgmnburse us

17




for any part of the incentive fee it received thals based on accrued income that we never recaszadesult of a default by an
entity on the obligation that resulted in the aetaf such income.

Pre-incentive fee net investment income does rabade any realized capital gains, realized capitsdes or unrealized capital
appreciation or depreciation. Rreentive fee net investment income, expressedrateaf return on the value of our net assetbe
end of the immediately preceding calendar quaiderompared to a fixed “hurdle rate” of 2.00% peader.

We pay the Investment Adviser an incentive fee wéspect to our pre-incentive fee net investmertrnme in each calendar quarter
as follows:

. no incentive fee in any calendar quarter in whidh pre-incentive fee net investment income doegxaged the hurdle
rate;
. 100% of our pre-incentive fee net investment incavith respect to that portion of such pre-incenfige net investment

income, if any, that exceeds the hurdle rate blgsis than 2.50% in any calendar quarter. We teftris portion of our pre-
incentive fee net investment income (which excebdsurdle rate but is less than 2.50%) as thecheap” provision. The
“catch-up” is meant to provide our Investment Advisvith 20% of the préacentive fee net investment income as if a ht
rate did not apply if this net investment incomeeeds 2.50% in any calendar quarter; and

. 20% of the amount of our pre-incentive fee net §treent income, if any, that exceeds 2.50% in atgnckar quarter.
These calculations are adjusted for any sharersgseor repurchases during the quarter.

The second part of the incentive fee is determaredipayable in arrears as of the end of each calgmér (or upon termination of
the Advisory Agreement, as of the termination datejnmencing with the calendar year ending on Déegr81, 2004, and equals
20% of our realized capital gains for the calengar, if any, computed net of all realized cagditabes and unrealized capital
depreciation for such year.

Last year, as part of an industry sweep, the Fanti\District Office of the Securities and Exchar@@mmission (the “District
Office”) conducted a limited scope examinationted Company. As a result of this examination, bietedated September 29, 2005,
the District Office—while noting that the fees wavie already paid to our investment adviser do ppear to exceed those allowable
by law—raised issues regarding the clarity of thividory Agreement and certain aspects of our metti@dlculation of the capital
gains portion of the incentive fee contained irt tgreement.

The District Office’s letter noted that the Chie¢@untant’s Office of the Division of Investment Magement has interpreted the
language in Section 205(b)(3)(A) of the Investmidtisers Act of 1940 to generally allow two basietimodologies for calculating
the capital gains portion of the incentive fee. Tihst, called the “period-to-period” method, basles capital gains fee on realized
capital gains net of realized capital losses ovaexified period (e.g., one year) reduced by theuat of unrealized depreciation
over the same period. Under the period-to-periothott the calculation of unrealized depreciatiomath portfolio security over the
period must be based upon the market value atth@fthe period compared to the market valueabtginning of the period. The
second, called the “cumulative” method, bases épital gains fee on the cumulative net realizedtabgains less unrealized
depreciation as of the date of the calculatiors the amount of fees paid to the adviser to dateledthe cumulative method, the
calculation of unrealized depreciation of eachfpdict security must be based upon the market vafueach security as of the date of
such calculation compared to its adjusted cost.
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We intended to use the cumulative method to caieudlse capital gains portion of the incentive fdewever, the District Office
raised issues regarding the clarity of the languagair Advisory Agreement. In response the InvestirAdviser has agreed that in
calculating payments of the capital gains portibthe incentive fee, we would use the calculativeat tesults in the lowest incentive
fee payment to the Investment Adviser until ourtreg®ckholder meeting, where we would seek the sbtaur stockholders to clari
or amend and restate the Advisory Agreement to makenethod of calculation clear. We do not exppleat the resolution of this
inquiry will result in a material adverse effect os or our stockholders.

We defer cash payment of any incentive fee otherwégned by the Investment Adviser if during thestmecent four full calendar
quarter period ending on or prior to the date quayment is to be made the sum of (a) the aggrelistiébutions to the stockholders
and (b) the change in net assets (defined asassels less indebtedness) is less than 8.0% oebassets at the beginning of such
period. These calculations are appropriately predrauring the first three calendar quarters folimnOctober 8, 2004 and are
adjusted for any share issuances or repurchases.

For the three months ended March 31, 2006, we liad#$2,543,659 in base management fees, $2,92R88dentive management
fees related to pre-incentive fee net investmerdrime and no incentive management fees relatecliaed capital gains. As of
March 31, 2006, $5,466,543 was unpaid and inclidedanagement and incentive fees payable in thenaganying consolidated
balance sheet.

For the three months ended March 31, 2005, we iadu$814,712 in base management fees, $237,74teéntive management fees
related to pre-incentive fee net investment incame $32,543 in incentive management fees relategblzed capital gains.

We also are party to a separate administratioreageat (the “Administration Agreement”) with Ares dhistration under which
Ares Administration furnishes us with office fatidis, equipment and clerical, bookkeeping and ik&eeping services at such
facilities. Under the Administration Agreement, Ar&dministration also performs or oversees theguerénce of our required
administrative services, which include, among othargs, being responsible for the financial resondhich we are required to
maintain and preparing reports to our stockholdereports filed with the SEC. In addition, Arednfinistration assists us in
determining and publishing the net asset valuersees the preparation and filing of our tax retung the printing and
dissemination of reports to our stockholders, agrkegally oversees the payment of our expenseshangetrformance of
administrative and professional services rendeyedtby others. Under the Administration Agreemangs Administration also
provides on our behalf, managerial assistancedsetiportfolio companies to which we are requiredrtivide such assistance. The
Administration Agreement may be terminated by eitberty without penalty upon 60-days’ written netio the other party.
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For the three months ended March 31, 2006, we liadu#177,537 in administrative fees. As of MarchZ106, $177,537 was unp
and included in accounts payable and accrued egpenshe accompanying consolidated balance sheet.

For the three months ended March 31, 2005, we iadu$233,272 in administrative fees.
EARNINGS PER SHARE

The following information sets forth the computatiof basic and diluted net increase in stockholdsrsity per share resulting from
the three months ended March 31, 2006:

Numerator for basic and diluted net increase inldtolder’ equity resulting from operations per she $ 13,843,03
Denominator for basic and diluted net increasdanldiolder’ equity resulting from operations per she 37,988,70
Basic and diluted net increase in stockhol' equity resulting from operations per she $ 0.3¢

The following information sets forth the computatiof basic and diluted net increase in stockholdsrsity per share resulting from
the three months ended March 31, 2005:

Numerator for basic and diluted net increase inldtolder’ equity resulting from operations per she $ 8,503,901
Denominator for basic and diluted net increasdanldiolder’ equity resulting from operations per she 12,275,45
Basic and diluted net increase in stockhol’ equity resulting from operations per she $ 0.6¢
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5.

INVESTMENTS

For the three months ended March 31, 2006, the @agnpurchased (A) $151.5 million aggregate princgpaount of senior term
debt, (B) $31.6 million aggregate principal amoohsenior subordinated debt and (C) $12.3 millibmeestments in equity

securities.

In addition, for the three months ended March 3D&2 (1) $17.9 million aggregate principal amouingenior subordinated debt and

(2) $3.5 million aggregate principal amount of seerm debt were redeemed. Additionally, (A) $Sillion of investments in

equity securities and (B) $6.1 million aggregat@gpal amount of senior term debt were sold.

As of March 31, 2006, investments and cash and egsivalents consisted of the following:

Fair

Amortized Cost Value
Cash and cash equivalel $ 19,034,28 $ 19,034,28
Senior term dek 480,983,16 480,455,43
Senior note! 10,000,000 10,000,00
Senior subordinated de 144,282,33 144,489,39
Collateralized debt obligatior 16,781,90 17,184,25
Equity securitie: 88,940,62 95,016,06
Total $ 760,022,31 766,179,43

As of December 31, 2005, investments and cash astu equivalents consisted of the following:

Fair

Amortized Cost Value
Cash and cash equivalel $ 16,613,33 16,613,33
Senior term dek 338,993,97 338,467,06
Senior note! 10,000,00 10,000,00
Senior subordinated de 129,816,92 130,042,69
Collateralized debt obligatior 16,980,59 17,386,56
Equity securitie: 85,560,37 90,072,05
Total $ 597,965,19 $ 602,581,70

The amortized cost represents the original coststeljl for the accretion of discounts and amortradif premiums on debt using the

effective interest method.
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The industry and geographic compositions of thefplow at fair value at March 31, 2006 and Decembikr2005 were as follows:

Industry March, 31 2006 December 31, 2005
Health Care 13.(% 13.1%
Consumer Produc 13.C 11.2
Other Service 12.5 12.C
Restaurant 8.¢ 10.€
Environmental Service 8.7 11.C
Containers/Packagir 8.1 12.C
Education 7.8 5.€
Manufacturing 7.1 9.5
Printing/Publishing 4.8 2.8
Broadcasting/Cabl 3.4 0.6
Computers/Electronic 25 0.C
Aerospace and Defen 2.4 2.7
Financial 2.3 3.C
Cargo Transpol 1.7 2.1
Farming and Agricultur 1.4 1.8
Beverage/Food/Tobac« 1.3 0.C
Homebuilding 1.2 1.7
Total 100.(% 100.(%
Geographic Region March, 31 2006 December 31, 2005
West 36.1% 38.¢%
Mid-Atlantic 19.7 24.%
Southeas 18.t 10.z
Midwest 11.C 12.5
Northeas 9.¢ 11.5
International 4.8 3.C
Total 100.(% 100.(%

COMMITMENTS AND CONTINGENCIES

As of March 31, 2006, the Company had committeshéie a total of approximately $63.0 million of istt@ents in various
revolving senior secured loans. As of March 31,&&37.5 million was unfunded. Included within $&3.0 million commitment in
revolving secured loans is a commitment to issuu§8.2 million in standby letters of credit thghua financial intermediary on
behalf of a portfolio company. Under these arrangi@s) the Company would be required to make paysrerthird-party
beneficiaries if the portfolio company was to défam its related payment obligations. As of Ma&h 2006, the Company had $2.3
million in standby letters of credit issued andstamding on behalf of the portfolio company, of @hno amounts were
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recorded as a liability. These letters of credjiiexon September 30, 2006, but may be extendedrwutbstantially similar terms for
additional one-year terms at the Company’s optiatil the revolving line of credit, under which thetters of credit were issued,
matures on September 30, 2011.

As of December 31, 2005, the Company had commiittedake a total of approximately $43.0 million n¥@stments in various
revolving senior secured loans. As of Decembe2805, $28.8 million was unfunded. Included wittie $43.0 million commitme
in revolving secured loans is a commitment to isguéo $3.2 million in standby letters of creditdhgh a financial intermediary on
behalf of a portfolio company. Under these arrangis) the Company would be required to make paysrerthird-party
beneficiaries if the portfolio company was to ddfam its related payment obligations. As of Decem®l, 2005, the Company had
$2.2 million in standby letters of credit issued autstanding on behalf of the portfolio comparfwhich no amounts were
recorded as a liability.

CREDIT FACILITIES PAYABLE

In accordance with the 1940 Act, with certain lieditexceptions, we are only allowed to borrow am®snth that our asset cover:
as defined in the 1940 Act, is at least 200% aftesh borrowing. On October 29, 2004, we formed Atapital CP Funding LLC
(“Ares Capital CP”), a wholly owned subsidiary betCompany, through which we established a revglenedit facility (the “CP
Funding Facility”). On November 3, 2004, we enteirgd the CP Funding Facility that, as amendeavadl Ares Capital CP to issue
up to $350.0 million of variable funding certifiest (“VFC”"). As part of the CP Funding Facility, w&ee subject to limitations as to
how borrowed funds may be used including restmgtion geographic concentrations, sector concemtigtloan size, payment
frequency and status, average life, collaterar@stis and investment ratings as well as regulatsilyictions on leverage which

may affect the amount of VFC that we may issue ftione to time. There are also certain requiremssitging to portfolio
performance, including required minimum portfolield and limitations on delinquencies and chards;afiolation of which could
result in the early amortization of the CP Fundsagility and limit further advances under the CRding Facility and in some cases
could be an event of default. Such limitationsuieements, and associated defined terms are agpbfor in the documents
governing the CP Funding Facility. As of March 3006, there was $109.2 million outstanding under@P Funding Facility and
the Company continues to be in compliance witloBthe limitations and requirements of the CP Faogdtacility. As of

December 31, 2005 there was $18.0 million outstemdnder the CP Funding Facility.

The CP Funding Facility expires on November 1, 200éhe CP Funding Facility is not extended beydlmember 1, 2006, any
principal amounts then outstanding will be amodin®er a 24-month period from the termination dateder the terms of the CP
Funding Facility, we are required to pay a reneiealof 0.375% of the total amount available forrbating on or around each
November 3.

The interest charged on the VFC is based on thereomial paper rate plus 0.75%. The interest chaogeithe VFC is payable
quarterly. As of March 31, 2006 the commercial pap&e was 4.7045% and as of
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December 31, 2005 the commercial paper rate w@23%. For the three months ended March 31, 2008vardh 31, 2005, the
average interest rate (i.e. commercial paper Hatethe spread) was 5.28% and 3.78%, respectikelythe three months ended
March 31, 2006 and March 31, 2005, the averagdandsg balance was $69,448,889 and $34,444,4ddectvely. For the three
months ended March 31, 2006 and March 31, 2005ntheest expense incurred was $925,837 and $324r&8pectively. Cash pa
for interest expense during the three months eMbagh 31, 2006 and March 31, 2005 was $221,634560¢531, respectively.

The Company is also required to pay a commitmenfde any unused portion of the CP Funding Facilitytially, the commitment
fee was 0.175% per annum. On April 8, 2005 the Camgpentered into an amendment to the CP Fundinijtizamd in connection
therewith, the commitment fee was temporarily rexduto 0.11% per annum until the earlier of (a)dhte the total borrowings
outstanding exceed $150.0 million or (b) Octobe2@®)5, after which the commitment fee was 0.175%epaum. On November 14,
2005 the Company entered into an amendment to BhEuDding Facility and in connection therewith, teenmitment fee was
reduced to 0.10% per annum prior to the first tthrat the borrowings outstanding under the CP FunBarcility equal or exceed
$200.0 million and 0.125% per annum on and afteffitist time that the borrowings outstanding urtther CP Funding Facility
exceed $200.0 million. For the three months endadcM31, 2006 and March 31, 2005, the commitmentrfeurred was $70,138
and $50,566, respectively.

In December 2005, we entered into a new senioredaevolving credit facility (the “Revolving Credtacility”) under which the
lenders have agreed to extend credit to Ares dapita initial aggregate principal amount not eedieg $250 million at any one
time outstanding. The Revolving Credit Facility @gps on December 28, 2010 and with certain excepti® secured by substantially
all of the assets in our portfolio (other than istveents held by Ares Capital CP under the CP Fgnacility). Under the Revolving
Credit Facility, we have made certain representatend warranties and are required to comply watiious covenants, reporting
requirements and other customary requirementdfalas revolving credit facilities, including, withut limitation, covenants related
to: (a) limitations on the incurrence of additionadebtedness and liens, (b) limitations on certanestments, (c) limitations on
certain restricted payments, (d) maintaining aaemninimum stockholders’ equity, (€) maintainingatio of total assets (less total
liabilities) to total indebtedness, of Ares Capd#al its subsidiaries, of not less than 2.0:1)andintaining minimum liquidity, and
(9) limitations on the creation or existence ofesgnents that prohibit liens on certain propertfe&res Capital and its subsidiaries.

In addition to the asset coverage ratio descrild@ borrowings under the Revolving Credit Faci{dand the incurrence of certain
other permitted debt) will be subject to compliamgth a borrowing base that will apply differentvatice rates to different types of
assets in our portfolio. The Revolving Credit Fagialso includes an “accordion” feature that aléous to increase the size of the
Revolving Credit Facility to a maximum of $500 riat under certain circumstances. The Revolving Cfeakility also includes
usual and customary events of default for senionrsel revolving credit facilities of this natures Af March 31, 2006, there was
$76.0 million outstanding under the Revolving Ctéicility and the Company continues to be in caamgle with all of the
limitations and requirements of the Revolving Ctédicility. As of December 31, 2005, there wereanwunts outstanding under 1
Revolving Credit Facility.

The interest charged under the Revolving Creditliats based on LIBOR (one, two, three or six nttorplus 1.00%, generally. As
of March 31, 2006, the one, two, three and six tmont
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LIBOR were 4.83%, 4.93%, 5.00% and 5.14%, respelstiFor the three months ended March 31, 2006atleeage interest rate v
6.15%. For the three months ended March 31, 20@6aterage outstanding balance was $13,466,66Th&dthree months ended
March 31, 2006, the interest expense incurred \284 £61. Cash paid for interest expense duringhtee months ended March 31,
2006 was $86,404. As of December 31, 2005, thetarg three and six month LIBOR were 4.39%, 4.48%4% and 4.70%,
respectively. The Company is also required to pagramitment fee of 0.20% for any unused portiothefRevolving Credit

Facility. For the three months ended March 31, 28®6 commitment fee incurred was $114,578.

DERIVATIVE INSTRUMENTS

In 2005, we entered into a costless collar agreémesrder to manage the exposure to changingesteates related to the
Company’s fixed rate investments. The costlesacaljreement is for a notional amount of $20 millieas a cap of 6.5%, a floor of
2.72% and matures in 2008. The costless collareageeat allows us to receive an interest paymendrigrquarterly period when the
3-month LIBOR exceeds 6.5%, and requires us togmayterest payment for any quarterly period when3-month LIBOR is less
than 2.72%. The costless collar resets quartedgdan the 3-month LIBOR. As of March 31, 2006,3kaonth LIBOR was 5.00%
As of March 31, 2006 these derivatives had novaiue.

RELATED PARTY TRANSACTIONS

Gross underwriting costs related to the IPO werd2%,000 or $0.675 per share. As a part of the tROInvestment Adviser, on our
behalf, agreed to pay the underwriters $0.225@fM675 per share in underwriting discount androgsions for a total of
approximately $2.5 million. We were obligated tpag this amount, together with accrued intere$taiged at the 3-month LIBOR
plus 2% starting on October 8, 2004) (a) if durdmy four calendar quarter period ending on or @etober 8, 2005 the sum of

(i) the aggregate distributions, including retufrcapital, if any, to the stockholders and (ii¢ tthange in net assets (defined as total
assets less indebtedness) equals or exceeds 7 ¥ mdt assets at the beginning of such perioddmssted for any share issuances
or repurchases) or (b) upon the Company’s liquithatOn March 8, 2005, the Company’s board of dinecapproved entering into
an amended and restated agreement with the Investdeiser whereby the Company would be obligatetepay the Investment
Adviser for the approximate $2.5 million only ifetftonditions for repayment referred to above wegelmefore the third anniversary
of the IPO. If one or more such events did not oceuor before October 8, 2007, we would not bégaled to repay this amount to
the Investment Adviser. For the year ended Dece@bge?005, the sum of our aggregate distributionsur stockholders and our
change in net assets exceeded 7.0% of net ass#t®asember 31, 2004 (as adjusted for any shawarzces). As a result, in
February 2006 we repaid this amount together withiueed interest.

In accordance with the Advisory Agreement, we ladlacosts and expenses of the operation of the @ampnd reimburse the
Investment Adviser for all such costs and expeirsgsred in
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10.

11.

12.

the operation of the Company. For the three moatided March 31, 2006, the Investment Adviser iremiguch expenses totaling
$130,135. Accordingly, the Company has recordedmlity at March 31, 2006 to the Investment Advifar the entire amount not
yet reimbursed. As of March 31, 2006, $130,135 paable to the Investment Adviser and such payiabteluded in accounts
payable and accrued expenses in the accompanymsplidated balance sheet. For the three monthsdeévidech 31, 2005, the
Investment Adviser incurred such expenses totdiit{}692.

As of March 31, 2006, Ares Management LLC, of whiicl Investment Adviser is a wholly owned subsigdiawned 666,667 shares
of the Company’s common stock representing appratéiy 1.8% of the total shares outstanding.

See Note 3 for a description of other related piegsactions.

STOCKHOLDERS’ EQUITY

On March 23, 2005, we completed a public add-oarof§ (the “Add-on Offering”) of 12,075,000 shafscommon stock
(including the underwriters’ overallotment of 1,5080 shares) at $16.00 per share, less an undeagwiiscount and commissions
totaling $0.72 per share. Total proceeds receikat the Add-on Offering, net of the underwritersabunt and offering costs, were
$183.9 million.

DIVIDEND

For the three months ended March 31, 2006, the @ogngeclared a dividend on February 28, 2006 d&fer share for a total of
$13,682,573. The record date was March 24, 2008rendividend was distributed on April 14, 2006r Eee three months ended
March 31, 2005, the Company declared a dividenBebruary 23, 2005 of $0.30 per share for a tot&30820,524. The record date
was March 7, 2005 and the dividend was distribotedpril 15, 2005.

FINANCIAL HIGHLIGHTS

The following is a schedule of financial highliglits the three months ended March 31, 2006 anthisthree months ended
March 31, 2005:
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Per Share Data:

For the three For the three
months ended months ended
March 31, 2006 March 31, 2005

Net asset value, beginning of period $ 15.0: $ 14.4:
Issuance of common sto — 0.4z
Effect of antidilution — (0.09)
Underwriting costs paid by the Investment Advisag Note 9) (2 — (0.20
Net investment income for period ( 0.3C 0.32
Net realized and unrealized gains for period 0.0¢ 0.37
Net increase in stockhold’ equity 0.3¢€ 0.8¢
Distributions from net investment incor (0.30 (0.26)
Distributions from net realized capital gains onwséies (0.0€) (0.09
Total distributions to stockholders before retufcapital (0.36) (0.30
Net asset value at end of period $ 15.0: $ 14.9¢
Per share market value at end of pe $ 17.1¢  $ 16.4(
Total return based on market value 9.15% (14.05%
Total return based on net asset value 2.42% 4.77%
Shares outstanding at end of petr 38,007,14 23,143,41
Ratio/Supplemental Dat

Net assets at end of peri $ 571,375,33 $ 346,320,10
Ratio of operating expenses to average net a<sefs) 5.84% 4.3%
Ratio of net investment income to average net a$5¢ 8.24% 6.8%
Portfolio turnover rate (£ 23% 19%

(1) The net assets used equals the total stockisokelguity on the consolidated balance sheets.

(2) Weighted average basic per share data.

(3) For the three months ended March 31, 2006tafaé return based on market value equals the aseref the ending market value
at March 31, 2006 of $17.18 per share over thengndi
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13.

market value at December 31, 2005 of $16.07, plesieclared dividend of $0.36 per share for holdérscord on March 24, 2006,
divided by the market value at December 31, 2005 tfte three months ended March 31, 2005, the tetain based on market va
equals the decrease of the ending market valueaathivB1, 2005 of $16.40 per share over the endengreh value at December 31,
2004 of $19.43, plus the declared dividend of $@&0share for holders of record on March 7, 2@d&ded by the market value at
December 31, 2004. Total return based on markeevalnot annualized.

(4) For the three months ended March 31, 2006tataé return based on net asset value equals #regehin net asset value during
the period plus the declared dividend of $0.36gt@re for holders of record on March 24, 2006 ,dgidiby the beginning net asset
value during the period. The calculation was adjd$or shares issued in connection with dividerigvestment plan. For the three
months ended March 31, 2005, the total return basatkt asset value equals the change in netvadsetduring the period plus the
declared dividend of $0.30 per share for holdengobrd on March 7, 2005, divided by the beginmegasset value during the
period. Total return based on net asset valuetiamaualized.

(5) The ratios reflect an annualized amount.

(6) For the three months ended March 31, 2006t of operating expenses to average net assesisted of 1.79% of base
management fees, 2.06% of incentive managementX¥e¥9% of the cost of borrowing and other operpéirpenses of 0.77%. For
the three months ended March 31, 2005, the ratapefating expenses to average net assets consist€ib% of base management
fees, 0.53% of incentive management fees, 0.86#teofost of borrowing and other operating expen$ds36%. These ratios refle
an annualized amount.

IMPACT OF NEW ACCOUNTING STANDARDS

In December 2004, the Financial Accounting Stansl@&alard issued Statement of Financial Accountirgn@ards (“SFAS”) 123R,
“Share Based Payment,” which requires companiesaognize in the statement of operations the gtat& fair value of stock
options and other equity based compensation issuehployees. SFAS 123R is effective for annualbgsrbeginning after June 15,
2005. As the Company does not have any optiongutyebased compensation plans, there was no infantthe adoption of
SFAS 123R.

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.

The information contained in this section shoulddsd in conjunction with our financial statemesutsl notes thereto appearing

elsewhere in this quarterly report. In additiomngoof the statements in this report
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constitute forward-looking statements, which retatéuture events or the future performance orrfaial condition of Ares Capital
Corporation (the “Company,” “ARCC,” “we,” “us” antbur”). The forward-looking statements containedhis report involve risks and
uncertainties, including statements as to:

¢ our future operating results;

* our business prospects and the prospects of otfoli@icompanies;

¢ the impact of investments that we expect to make;

e our contractual arrangements and relationships thitl parties;

¢ the dependence of our future success on the gesmabmy and its impact on the industries in whiehinvest;
¢ the ability of our portfolio companies to achiebeitr objectives;

¢ our expected financings and investments;

¢ the adequacy of our cash resources and workipitata

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

* the ability of our investment adviser to locateahlie investments for us and to monitor and adri@nisur investments.

We use words such as “anticipates,” “believes,p&ots,” “intends,” “will,” “should,” “may” and siniar expressions to identify
forward-looking statements. Our actual results daliffer materially from those projected in thev@rd-looking statements for any reason.
We have based the forward-looking statements imelud this report on information available to ustiea date of this report, and we assume
no obligation to update any such forward-lookirgtestnents. Although we undertake no obligation wseeor update any forward-looking
statements, whether as a result of new informafidgnre events or otherwise, you are advised t@glbrmny additional disclosures that we
may make directly to you or through reports thatimhe future may file with the SEC, including amah reports on Form 10-K, quarterly
reports on Form 10-Q and current reports on Foin 8-

OVERVIEW

We are a closed-end, non-diversified managemeesinvent company incorporated in Maryland thatgsila@ed as a business
development company (a “BDC”) under the Investn@mipany Act of 1940 (“1940 Act”). We were founded Aypril 16, 2004 and were
initially funded on June 23, 2004. On October 84£0nre completed our initial public offering (thE©”) of 11,000,000 common shares,
raising net proceeds of $159.8 million. On March 2305, we completed an add-on offering of 12,008 $hares of common stock, raising
net proceeds of $183.9 million. On October 18, 20@5completed an additional add-on offering o608,000 shares of common stock ,
raising net proceeds of approximately $213.8 millio

Our investment objectives are to generate botteatiincome and capital appreciation through debteauity investments. We
invest primarily in first and second lien senicaihe and long-term mezzanine debt, which in somescasy include an equity component,
and, to a lesser extent, in equity investmentgiiage U.S. middle market companies.

We are externally managed by Ares Capital Manageired (the “Investment Adviser”), an affiliate ofrds Management LLC, an
independent Los Angeles based firm that managesiment funds. Ares Technical Administration LL@«gs Administration”), an affiliate
of Ares Management LLC, provides the administratigevices necessary for us to operate.

As a BDC, we are required to comply with certaigulatory requirements. For instance, we generally
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have to invest at least 70% of our total assetgualifying assets,including securities of private U.S. companieshcaash equivalents, U.
government securities and high-quality debt investis that mature in one year or less.

We have elected to be treated as a regulated meestcompany, or a RIC, under Subchapter M of titerhal Revenue Code of
1986, as amended. To qualify as a RIC, we mustngmther things, meet certain source-of-incomeamsett diversification requirements.
Pursuant to these elections, we generally willhate to pay corporate-level taxes on any incomevtbalistribute to our stockholders.

PORTFOLIO AND INVESTMENT ACTIVITY

For the three months ended March 31, 2006, we ds$Banew commitments in an aggregate amount of $208lion ($193.6
million to new portfolio companies and $16.0 millito existing portfolio companies) compared to fieev commitments in an aggregate
amount of $56.8 million ($34.3 million to new paflib companies and $22.5 million to existing poifcompanies) for the three months
ended March 31, 2005. During the three months eMfagh 31, 2006, we funded $195.4 million of suomenitments ($179.4 million to
new portfolio companies and $16.0 million to exigtportfolio companies) compared to $56.8 millidtommitments ($34.3 million to new
portfolio companies and $22.5 million to existingrifolio companies) for the three months ended Ma&t, 2005. We have remaining
contractual obligations for $14.2 million with resp to the $14.2 million of commitments issued andfunded as of March 31, 2006. The
weighted average yield of new income producing gecurities and debt funded in connection witrestments purchased during the three
months ended March 31, 2006 and March 31, 2005awpsoximately 12.12% and 10.68%, respectively (asexb as (a) annual stated
interest rate yield earned plus the net annual &mation of original issue discount and market distt earned on accruing loans and debt
securities, divided by (b) total income producinigy securities and debt at fair value).

For the three months ended March 31, 2006, the @agnpurchased (A) $151.5 million aggregate princgmaount of senior term
debt, (B) $31.6 million aggregate principal amoohsenior subordinated debt and (C) $12.3 millibimeestments in equity securities. For
the three months ended March 31, 2005, the Comparghased (1) $35.2 million aggregate principal ami@f senior term debt, (2) $15.6
million aggregate principal amount of senior suliweited debt, (3) $5.8 million aggregate principaloaint of senior notes and (4) $0.3
million of investments in equity securities.

During the three months ended March 31, 2006, (&).% million aggregate principal amount of senigbardinated debt and
(B) $3.5 million aggregate principal amount of sgrierm debt were redeemed. Additionally, (1) $%illion of investments in equity
securities were sold and (2) $6.1 million aggregeiecipal amount senior term debt were sold. AMafch 31, 2006, the Company held
investments in 48 portfolio companies. During theee months ended March 31, 2005, (a) $7.0 miliggregate principal amount of senior
term debt and (b) $2.1 million aggregate princgrabunt of senior subordinated debt were redeenmel(@ $0.2 million of investments in
equity securities were sold.

The Investment Adviser employs an investment ragiygjem to categorize our investments. In additbovarious risk management
and monitoring tools, we grade all loans on a sofleto 4 no less than quarterly. This systenmisrided to reflect the performance of the
borrower’s business, the collateral coverage ofdhas and other factors considered relevant. Uthilesystem, loans with a grade of 4
involve the least amount of risk in our portfoliche borrower is performing above expectations &edriends and risk factors are generally
favorable. Loans graded 3 involve a level of ris&ttis similar to the risk at the time of origirati The borrower is performing as expected
and the risk factors are neutral to favorable.n&llv loans are initially graded 3. Loans gradedv@lire a borrower performing below
expectations and indicates that the loan’s riskimer®ased materially since origination. The boreovs generally out of compliance with debt
covenants, however, loan payments are generallynoog than 120 days past due. For loans gradeé thakease procedures to monitor the
borrower. A loan grade of 1 indicates that the &wer is performing materially below expectations #mat the loan risk has substantially
increased since origination. Most or all of thetdmdvenants are out of compliance and paymentsubrstantially delinquent. Loans graded 1
are not anticipated to be repaid in full.
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We believe that as of March 31, 2006, the weiglteztage investment grade of the debt in our pdotfsl3.1 and the weighted
average yield of such debt and income producingheqacurities is approximately 11.47% (computedegsannual stated interest rate ory
earned plus the net annual amortization of origssle discount and market discount earned on iagcdebt, divided by (b) total income
producing equity securities and debt at fair valée)of March 31, 2006, the weighted average yogldbur entire portfolio was 11.07%. The
weighted average yield on our senior term debtpsembordinated debt and income producing equityusties was 11.05%, 14.76% and
8.29%, respectively. Of the senior term debt, tlegghted average yield attributable to first lienise term debt and second lien term debt
10.30% and 11.77%, respectively.

RESULTS OF OPERATIONS
For the three months ended March 31, 2006 and March 31, 2005

Operating results for the three months ended Maigt2006 and March 31, 2005 are as follows:

For the Three Months Ended

March 31,
2006 2005
Total Investment Incom $ 20,191,30 $ 5,750,59:
Total Expense 8,290,891 2,220,76.
Net Investment Income Before Income Ta 11,900,41 3,529,82!
Income Tax Expense, Including Excise 7 208,88 —
Net Investment Incom 11,691,53 3,529,82!
Net Realized Gail 610,88t 409,03(
Net Unrealized Gail 1,540,61; 4,565,04
Net Increase in Stockholde Equity Resulting From Operatiol $ 13,843,03 $ 8,503,901

Investment Income

For the three months ended March 31, 2006, tot@siment income increased $14.4 million, or 2519&y the three months ended
March 31, 2005. For the three months ended Mar¢l2@06, total investment income consisted of $17ilBon in interest income from
investments, $2.3 million in capital structuring\see fees and $231,000 in interest income fronh @l cash equivalents. Interest income
from investments increased $12.3 million, or 23584517.5 million for the three months ended Marth2006 from $5.2 million for the
comparable period in 2005. The increase in intenegstme from investments was primarily due to theréase in the size of the portfolio. The
average investments, at fair value, for the quamteased from $198.2 million in the three morghded March 31, 2005 to $647.0 million
the comparable period in 2006. Capital structuseryice fees increased $2.0 million, or 667%, t@%2illion for the three months ended
March 31, 2006 from $304,000 for the comparabléopen 2005. The increase in capital structuringy®e fees was due to the increased
number of originations. The number of funded commaitts increased from five during the three montited March 31, 2005 to thirteen
during the comparable period in 2006.

Expenses

For the three months ended March 31, 2006, to¢reses increased $6.1 million, or 273%, over theetinonths ended March 31,
2005. Base management fees increased $1.7 mitlic21.2%, to $2.5 million for the three months enatch 31, 2006 from $815,000 for
the comparable period in 2005, primarily due toitteeease in the size of the portfolio. Incentieed related to pre-incentive fee net
investment income increased $2.7 million, or 1,128982.9 million for the three months ended Ma3dh 2006 from $238,000 for the
comparable period in 2005, primarily due to theéase in the size of the portfolio and the relatedease in net investment income. Interest
expense and credit facility fees increased $947,60252%, to $1.3 million for the three months emd/Aarch 31, 2006 from $375,000 for
comparable period in 2005, primarily due to theéase in the borrowings
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outstanding. The average outstanding borrowingmduhe quarter increased from $34.4 million fag three months ended March 31, 2005
to $82.9 million in the comparable period in 2086nortization of debt issuance costs increased $8MR,0or 520%, to $407,000 for the three
months ended March 31, 2006 from $66,000 for theparable period in 2005, primarily due to the addal debt issuance costs incurred
during the last twelve months ended March 31, 2806 result of entering into the new Revolving @rédcility and increasing the borrowi
capacity of the CP Funding Facility.

Income Tax Expense, Including Excise Tax

The Company has qualified and elected and intemdserttinue to qualify and elect for the tax treatirepplicable to regulated
investment companies under Subchapter M of therlaté&kevenue Code of 1986 (the “Code”), as amenated, among other things, has
made and intends to continue to make the requdstabutions to its stockholders which will relethe Company from Federal income ta:

Depending on the level of taxable income earneatax year, we may choose to carry forward taxadgeme in excess of current year
dividend distributions into the next tax year alg p 4% excise tax on such income, as requirethd extent that the Company determines
that its estimated current year annual taxablenrewill be in excess of estimated current yearddind distributions, the Company accrues
excise tax, if any, on estimated excess taxablenecas taxable income is earned. For the threehm@mtded March 31, 2006, a provision of
approximately $99,000 was recorded for Federalsexizix.

Our wholly owned subsidiaries ACC and ACLLC arbjeat to Federal and state income taxes. For ttee ttnonths ended March 31,
2006, we recorded a tax provision of approxima$dl§0,000 for these subsidiaries.

Net Unrealized Appreciation on Investments

For the three months ended March 31, 2006, the @agipinvestments had an increase in net unreatippdeciation of $1.5
million, which primarily related to the increaseunrealized appreciation of $4.0 million for ther@many’s investment in CICQ, LP offset by
the increase in unrealized depreciation of $2.4ianifor the Company’s investment in Making Memariholesale, Inc. For the three
months ended March 31, 2005, the Company'’s invessriead an increase in net unrealized appreciafi®4.6 million primarily related to
the anticipated gain of Reef Holdings, Inc. thaswsaentually realized in the following quarter.

Net Realized Gains/Losses

During the three months ended March 31, 2006, tvagany had $37.3 million of sales and repaymenstsitiag in $611,000 of net
realized gains. During the three months ended Maig 2005, the Company had $9.7 million of sakeb @payments resulting in $409,000
of net realized gains.

Net Increase in Stockholders’ Equity Resulting FromOperations

Net increase in stockholders’ equity resulting froperations for the three months ended March 306 2@as approximately $13.8
million. Based on the weighted average sharesandsig during the three months ended March 31, 28@6net increase in stockholders’
equity resulting from operations per common shaae $0.36.

Net increase in stockholders’ equity resulting froperations for the three months ended March 305 2@as approximately $8.5
million. Based on the weighted average sharesandgig during the three months ended March 31, 20@5net increase in stockholders’
equity resulting from operations per common shaae $0.69.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

The Company’s liquidity and capital resources wggrerated primarily from the remaining net procesdss initial public offering
and subsequent aduh public offerings, as well as from cash flowsiiroperations. We received approximately $159.8ionilin proceeds n
of underwriting and offering costs from our OctoBe2004 initial public offering, approximately $3.8 million in proceeds net of
underwriting and offering costs from our March 2805 add-on public offering and $213.8 in procasetsof underwriting and offering costs
from our October 18, 2005 add-on public offering.
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A portion of the proceeds from our public offeringas used to repay outstanding indebtedness umdeewolving credit facility (th
“CP Funding Facility”).The remaining unused portion of the proceeds franpablic offerings has been used to fund investmamportfolio
companies in accordance with our investment objestand strategies.

As of March 31, 2006 and December 31, 2005, thevidue of investments and cash and cash equiwlent the outstanding
borrowings under the CP Funding Facility and ow senior secured revolving credit facility (the S®éving Credit Facility”) were as
follows:

March 31, 2006 December 31, 200!

Cash and cash equivalel $ 19,034,28 $ 16,613,33
Senior term dek 480,455,43 338,467,06
Senior note: 10,000,00! 10,000,00!
Senior subordinated de 144,489,39 130,042,69
Collateralized debt obligatior 17,184,25 17,386,56
Equity securitie: 95,016,06 90,072,05

Total $ 766,17943 $ 602,581,70
Outstanding borrowing $ 185,200,00 $§  18,000,00

The available amount for borrowing under the CPdium Facility is $350.0 million (see Note 7 to #ensolidated financial
statements for more detail of the CP Funding Rg@lirangement). As of March 31, 2006, there wa39¥ million outstanding under the CP
Funding Facility. The CP Funding Facility expiresovember 1, 2006 unless extended prior to sutdwlih the consent of the lenders. -
available amount for borrowing under the Revolv@rgdit Facility is $250 million (see Note 7 to tbensolidated financial statements for
more detail of the Revolving Credit Facility arr@angent). As of March 31, 2006, there was $76.0 amlbutstanding under the Revolving
Credit Facility. The Revolving Credit Facility exps on December 28, 2010.

For the three months ending March 31, 2006, aveiatgeassets was $675.1 million.
OFF BALANCE SHEET ARRANGEMENTS

As of March 31, 2006, the Company had committechéde a total of approximately $63.0 million of isi@ents in various
revolving senior secured loans. As of March 31,&®&B37.5 million was unfunded. Included within 8&3.0 million commitment in revolvir
secured loans is a commitment to issue up to $8ldmin standby letters of credit through a fircged intermediary on behalf of a portfolio
company. Under these arrangements, the Companydveeulequired to make payments to third-party lieiaefes if the portfolio company
was to default on its related payment obligatiésof March 31, 2006, the Company had $2.3 millimstandby letters of credit issued and
outstanding on behalf of the portfolio companyyiich no amounts were recorded as a liability aGompany’s consolidated balance
sheet. These letters of credit expire on Septe®®eP006, but may be extended under substantiatiyas terms for additional ongear term
at the Company’s option until the revolving lineapédit, under which the letters of credit weraiesy, matures on September 30, 2011.

As of December 31, 2005, the Company had committedake a total of approximately $43.0 million n¥estments in various
revolving senior secured loans. As of Decembe2805, $28.8 million was unfunded. Included witHie $43.0 million commitment in
revolving secured loans is a commitment to issutou§8.2 million in standby letters of credit thghua financial intermediary on behalf of a
portfolio company. Under these arrangements, thegamy would be required to make payments to thindypbeneficiaries if the portfolio
company was to default on its related payment atibgs. As of December 31, 2005, the Company ha2i is#lion in standby letters of cre:
issued and outstanding on behalf of the portfatimpany, of which no amounts were recorded as difiab
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Item 3. Quantitative and Qualitative Disclosures abut Market Risk.
We are subject to financial market risks, includalhginges in interest rates and the valuations oiheestment portfolio.
Interest Rate Risk

As of March 31, 2006, approximately 35% of the Btweents at fair value in our portfolio were at fixates while approximately
61% were at variable rates. In addition, the CPdimFacility and the Revolving Credit Facility arariable rate borrowing facilities.

To illustrate the potential impact of changes iteiast rates, we have performed the following aislgased on our March 31, 2006
balance sheet and assuming no changes in ourinelasand borrowing structure. Under this analysisQ0 basis point increase in the var
base rates would result in an increase in inténesime of approximately $4,981,000 and an incréaggerest expense of $1,852,000 ovel
next 12 months. A 100 basis point decrease in dénews base rates would result in a decreaseengsitincome of approximately $4,981,000
and a decrease in interest expense of $1,852,080ve next 12 months.

On January 7, 2005, we entered into a costlesarcajireement in order to manage the exposure tmaiwinterest rates related to
the Company’s fixed rate investments. The costtefiar agreement was for a notional amount of $20am, has a cap of 6.5%, a floor of
2.72% and matures in 2008. The costless collareageat allows us to receive an interest payment wneB-month LIBOR exceeds 6.5%
and obligates us to pay an interest payment wheB-tmonth LIBOR is less than 2.72%. The costlediarcesets quarterly based on the 3-
month LIBOR. As of March 31, 2006, the 3-month LIB@vas 5.00%. As of March 31, 2006, these derivathad no fair value.

While hedging activities may mitigate our exposir@adverse fluctuations in interest rates, cettaitiging transactions that we
may enter into in the future, such as interestsai@p agreements, may also limit our ability tatipgrate in the benefits of lower interest rates
with respect to our portfolio investments.

Portfolio Valuation

We carry our investments at fair value, as deteechioy our board of directors. Investments for whigdrket quotations are readily
available are valued at such market quotationst Bred equity securities that are not publicly tichde whose market price is not readily
available are valued at fair value as determinegbind faith by our board of directors based onintpet of our investment adviser and audit
committee and, where appropriate, an independénatian firm. The types of factors that we may tak® account in fair value pricing of
our investments include, as relevant, the natuderealizable value of any collateral, the portfammpany’s ability to make payments and its
earnings and discounted cash flow, the marketshiciwthe portfolio company does business, comparisgublicly traded securities and
other relevant factors.

When an external event such as a purchase tramsagtiblic offering or subsequent equity sale ogcwe use the pricing indicated
by the external event to corroborate our privatgitgyaluation. Because there is not a readily laldégé market value for most of the
investments in our portfolio, we value substanyiall of our portfolio investments at fair value@estermined in good faith by our board under
a valuation policy and a consistently applied vitiraprocess. Due to the inherent uncertainty ¢éaeining the fair value of investments t
do not have a readily available market value, #ievalue of our investments may differ signifidgritom the values that would have been
used had a ready market existed for such investmantl the differences could be material.

In addition, changes in the market environment@thér events that may occur over the life of theegiments may cause the gain
losses ultimately realized on these investmenktetdifferent than the valuations currently assigned
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Item 4. Controls and Procedures.

As of the end of the period covered by this repeg,carried out an evaluation, under the supenviaind with the participation of o
management, including our President and Chief Kiah®fficer, of the effectiveness of the desigul aperation of our disclosure controls
and procedures (as defined in Rule 13a-15 of ticar@ies Exchange Act of 1934). Based on that eatadua, our Chief Executive Officer and
our Chief Financial Officer have concluded that ourrent disclosure controls and procedures agc#k in timely alerting them of material
information relating to the Company that is reqdite be disclosed by us in the reports we fileutorsit under the Securities Exchange Act of
1934,

There have been no changes in our internal coowsel financial reporting that occurred during theee months ended March 31,
2006 that have materially affected, or are reaslgriddely to materially affect, our internal controver financial reporting.

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.
We are not a defendant in any pending legal prangednd no such proceedings are known to be cqitded.

Last year, as part of an industry sweep, the SEG/sWorth District Office (the “District Office"tonducted a limited scope
examination of the Company. As a result of thisneixation, by letter dated September 29, 2005, tis¢ritt Office—while noting that the
fees we have already paid to our investment addiserot appear to exceed those allowable by lawsedhissues regarding the clarity of the
language in our investment advisory and manageagrmeement and certain aspects of our method atilesilen of the capital gains portion
the incentive fee contained in that agreement.

The District Office’s letter noted that the Chie¢@untant’s Office of the Division of Investment Magement has interpreted the
language in Section 205(b)(3)(A) of the Investmadtisers Act of 1940 to generally allow two basietimodologies for calculating the cap
gains portion of the incentive fee. The first, edlthe “period-to-period” method, bases the capiéths fee on realized capital gains net of
realized capital losses over a specified periogl,(ene year) reduced by the amount of unrealisguletiation over the same period. Unde!
period-to-period method, the calculation of unmadi depreciation of each portfolio security over preriod must be based upon the market
value at the end of the period compared to the etarklue at the beginning of the period. The secoalled the “cumulative” method, bases
the capital gains fee on the cumulative net redlizpital gains less unrealized depreciation deeoflate of the calculation, less the amoui
fees paid to the adviser to date. Under the cuinelatethod, the calculation of unrealized deprémiadf each portfolio security must be
based upon the market value of each security #seadate of such calculation compared to its adflisbst.

We intended to use the cumulative method to caieudlse capital gains portion of the incentive fdewever, the District Office
raised issues regarding the clarity of the languageir investment advisory and management agreenmeresponse, our investment adviser
agreed that in calculating payments of the cagais portion of the incentive fee, we would use¢hlculation that results in the lowest
incentive fee payment to the investment adviseit aat next stockholder meeting, where we woulcksthe vote of our stockholders to clal
or amend and restate our investment advisory anshgenent agreement to make our method of calcolatéar. We do not expect that the
resolution of this inquiry will result in a matelriadverse effect on us or our stockholders.

Item 1A. Risk Factors

There have not been any material changes fromgkéactors previously disclosed in our Annual Repm Form 10-K for the fiscal
year ended December 31, 20
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds.

We did not sell any securities during the periodeted in this report that were not registered uriderSecurities Act.

We did not repurchase any shares issued duringetied covered in this report.
Item 3. Defaults Upon Senior Securities.

Not applicable.
Item 4. Submission of Matters to a Vote of Securityolders.

None.
Item 5. Other Information.

In January 2006, we entered into a new lease agmaeim rent new office space directly from a ttpatty. The lease begins on
July 26, 2006 and expires on February 27, 201adtition, we have entered into a sublease with Mtasagement whereby Ares
Management will sublease approximately 25% of e office space for a fixed rent equal to no l&sst25% of the basic annual rent

payable by us under the new lease, plus certaiiti@uo costs and expenses.

Item 6. Exhibits.

EXHIBIT INDEX

Number Description

3.1 Articles of Amendment and Restatement

3.2 Amended and Restated Bylaws

4.1 Form of Stock Certificate (2

31.1 Certification by President pursuant to ExchangeRule 13a-14(a), as adopted pursuant to SectioroBO2 Sarbanes-Oxley
Act of 2002*

31.2 Certification by Chief Financial Officer pursuantExchange Act Rule 13a-14(a), as adopted purdagdection 302 of the
Sarbane-Oxley Act of 2002*

32.1 Certification by President and Chief Financial ©dfi pursuant to 18 U.S.C. Section 1350, as adqputesiant to Section 906 of

the Sarbane«Oxley Act of 2002*

* Filed herewith.

(1) Previously filed with the Registrant’s pre-effeeidmendment No. 1 to the Registration Statemenéutite Securities Act of 1933,
as amended, on Form N-2, filed on September 174.200

(2) Previously filed with the Registrant’s pre-effeeidmendment No. 2 to the Registration Statemenéutite Securities Act of 1933,
as amended, on Form N-2, filed on September 284.200
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its
behalf by the undersigned, thereunto duly authdrize

ARES CAPITAL CORPORATION

Dated: May 8, 2006 By /s/ Michael J. Aroughe

Michael J. Aroughei
Presiden

By /s/ Daniel F. Nguye

Daniel F. Nguyet
Chief Financial Officel
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Exhibit 31.1

Certification of President
of Periodic Report Pursuant to Rule 13a-14(a) and Re 15d-14(a)

I, Michael J. Arougheti, certify that:
1. | have reviewed this Quarterly Report on Form 16f@res Capital Corporation;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or om#itéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(@) Designed such disclosure controls and proceduresiused such disclosure controls and procedures to
designed under our supervision, to ensure thatriabieformation relating to the registrant, inclod its consolidated subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report i prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to
be designed under our supervision, to provide rede assurance regarding the reliability of finaheporting and the preparation of
financial statements for external purposes in at@moce with generally accepted accounting principles

(©) Evaluated the effectiveness of the registrant’sldgre controls and procedures and presentedsimetport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this report based on such
evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during
the registrant’s most recent fiscal quarter (thrggsteant’s fourth fiscal quarter in the case ofaamual report) that has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

@ All significant deficiencies and material weaknesgethe design or operation of internal contratiofimancial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and report financial information;
and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the
registrant’s internal control over financial repogt

Date: May 8, 2001

/sl Michael J. Aroughe
Michael J. Aroughet
Presiden
(Principal Executive Officer




Exhibit 31.2

Certification of Chief Financial Officer
of Periodic Report Pursuant to Rule 13a-14(a) and Re 15d-14(a)

[, Daniel F. Nguyen, certify that:
1. | have reviewed this Quarterly Report on Form 16f@res Capital Corporation;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or om#itéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(@) Designed such disclosure controls and proceduresiused such disclosure controls and procedures to
designed under our supervision, to ensure thatriabieformation relating to the registrant, inclod its consolidated subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report i prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to
be designed under our supervision, to provide rede assurance regarding the reliability of finaheporting and the preparation of
financial statements for external purposes in at@moce with generally accepted accounting principles

(©) Evaluated the effectiveness of the registrant’sldgre controls and procedures and presentedsimetport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this report based on such
evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during
the registrant’s most recent fiscal quarter (thrggsteant’s fourth fiscal quarter in the case ofaamual report) that has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

@ All significant deficiencies and material weaknesgethe design or operation of internal contratiofimancial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and report financial information;
and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the
registrant’s internal control over financial repogt

Date: May 8, 2001

/s/ Daniel F. Nguye!
Daniel F. Nguyen
Chief Financial Officer
(Principal Financial Officer




Exhibit 32.1

Certification of President and Chief Financial Officer
Pursuant to
18 U.S.C. Section 1350

In connection with the Quarterly Report on FormQ@f Ares Capital Corporation (the “Company”) faetquarterly period ended March 31,
2006 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), MichaeAbugheti, as President of the
Company, and Daniel F. Nguyen, as Chief Financféit& of the Company, each hereby certifies, parduo 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that, to the best of his knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Act of 4,98nd
2. The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of
operations of the Company.

Date: May 8, 2001

/sl Michael J. Aroughe
Michael J. Arougheti
President
(Principal Executive Officer

/s/ Daniel F. Nguye!
Daniel F. Nguyen
Chief Financial Officer
(Principal Financial Officer

A signed original of this written statement reqdit®y Section 906, or other document authenticaticgnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement reediby Section 906, has been provided to
Ares Capital Corporation and will be retained be#Capital Corporation and furnished to the Seesrdand Exchange Commission or its
staff upon request.




