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PROSPECTUS

$250,000,000

CAPITAL CORPORATION

Common Stock

Ares Capital Corporation is a spegifihance company that is a closed-end, non-diffedsmanagement investment company
incorporated in Maryland that is regulated as artass development company under the Investment @oynfact of 1940. We were founded
in April 2004 and completed our initial public offeg on October 8, 2004. Our investment objectimesto generate both current income and
capital appreciation through debt and equity inwestts. We invest primarily in first and second Igemior loans and mezzanine debt, which
in some cases may include an equity component,taradlesser extent, in equity investments, ingitgvniddle market companies.

We are managed by Ares Capital Mamege LLC, an affiliate of Ares Management LLC, adépendent Los Angeles based firm
that currently manages investment funds that hppeoximately $10.8 billion of committed capital. s Technical Administration LLC
provides the administrative services necessaryddo operate.

Our common stock is quoted on The BA® National Market under the symbol "ARCC." On MHy, 2006, the last reported sales
price of our common stock on The NASDAQ Nationalrk was $17.00 per share.

Investing in our common stock involves risks that ee described in the "Risk Factors" section beginniig
on page 15 of the prospectus.

We may offer, from time to time, up to $250 millionaggregate initial offering price of our common stok in one or more
offerings. We will offer the shares of common stockt prices and on terms to be described in one orane supplements to this
prospectus. The offering price per share of our comon stock less any underwriting commissions or distints will not be less than the
net value per share of our common stock at the timee make the offering.This prospectus and the accompanying prospectysesupnt
concisely provide important information you shokiftbw before investing in our common stock. Pleaselithe prospectus and the
accompanying prospectus supplement before youtimweskeep it for future reference. Our Internetrads is
http://www.arescapitalcorporation.coriiVe make available free of charge on our websitefounual Reports on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8amendments to those reports as soon as reag@mnabiicable after we
electronically file such material with, or furnigho, the Securities and Exchange Commission. SBBE also maintains a website at
www.sec.gothat contains such information.

Neither the Securities and Exchangmmfission nor any state securities commission ppso&ed or disapproved of these securities
or determined if this prospectus is truthful or gbete. Any representation to the contrary is a trahoffense.

This prospectus may not be used to consummate satgfsshares of common stock unless accompanied bypm@spectus
supplement.

The date of this prospectus is , 2006.




You should rely only on the infornmaticontained in this prospectus and the accompgrpriospectus supplement. We have not
authorized any other person to provide you witlfegént information. If anyone provides you withfdient or inconsistent information, you
should not rely on it. We are not making an oftes¢ll these securities in any jurisdiction whéwe d¢ffer or sale is not permitted. You should
assume that the information appearing in this pros and the accompanying prospectus supplemactisate only as of the date on the
front cover of this prospectus and the accompangingpectus supplement, as applicable. Our busifieaacial condition, results of
operations and prospects may have changed sincedtea
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ABOUT THIS PROSPECTUS

This prospectus is part of a regt&irastatement that we have filed with the SECngshe "shelf" registration process. Under the
shelf registration process, we may offer, from timéme, up to $250 million aggregate initial affeg price of our common stock on the
terms to be determined at the time of the offerBigares of our common stock may be offered at pacel on terms described in one or more
supplements to this prospectus. This prospectuddes you with a general description of the shafesur common stock that we may offer.
Each time we use this prospectus to offer sharesiofommon stock, we will provide a prospectuspéemment that will contain specific
information about the terms of that offering. Thegpectus supplement may also add, update or cliaiogmation contained in this
prospectus. Please carefully read this prospeciisay prospectus supplement together with anybéshand the additional information
described under the headings "Available Informatemd "Risk Factors" before you make an investnaiectsion.




PROSPECTUS SUMMARY

This summary highlights some of the informatiothia prospectus. It is not complete and may notaiarall of the information that
you may want to consider. You should read carefhlymore detailed information set forth under Kactors" and the other informatic
included in this prospectus. Except where the cdrsigggests otherwise, the terms "we," "us," "olthé Company" and "Ares Capital" refer
to Ares Capital Corporation and its subsidiariegreés Capital Management" or "investment adviseférgto Ares Capital Management
LLC; "Ares Administration" refers to Ares Technidalministration LLC; and "Ares" refers to Ares Raets Management Company LLC ¢
its affiliated companies, including Ares Managemdr(C.

THE COMPANY

Ares Capital is a specialty finanocenpany that is a closed-end, non-diversified mamesg investment company, regulated as a
business development company, or a "BDC," undehthestment Company Act of 1940, or the "1940 A¥é were founded in April 2004,
completed our initial public offering on October2804 and completed two additional equity offerimgMarch 2005 and October 2005. Ares
Capital's investment objectives are to generati boatrent income and capital appreciation througit @nd equity investments by primarily
investing in U.S. middle market companies, wherebeleve the supply of primary capital is limitenidsthe investment opportunities are
most attractive.

We primarily invest in first and secblien senior loans and long-term mezzanine deidt and second lien senior loans generally
are senior debt instruments that rank ahead ofrdiraied debt of a given portfolio company. Thesnb also have the benefit of security
interests on the assets of the portfolio comparchvmay rank ahead of or be junior to other ségimterests. Mezzanine debt is
subordinated to senior loans and is generally wredc In some cases, we may also receive warrastions in connection with our debt
instruments. Our investments have generally rabgégdeen $10 million and $50 million each, althotgg investment sizes may be more or
less than the targeted range and are expectedwovgth our capital availability. We also, to ades extent, make equity investments in
private middle market companies. These investmigete generally been less than $10 million eachrtayt grow with our capital availability
and are usually made in conjunction with loans vedkento these companies. In connection with ourdting activities, we may make
commitments with respect to indebtedness or séesidf a potential portfolio company substantialyexcess of our final investment. In this
prospectus, we generally use the term "middle ntateeefer to companies with annual EBITDA betwesmillion and $50 million.
EBITDA represents net income before net interepeage, income tax expense, depreciation and artiotiz

The first and second lien senior bbganerally have stated terms of three to ten y@aidhe mezzanine debt investments generally
have stated terms of up to ten years, but the ¢éagaverage life of such first and second lien $o@md mezzanine debt is generally between
three and seven years. However, there is no limthe maturity or duration of any security in owrgfolio. The debt that we invest in
typically is not rated by any rating agency, buthedieve that if such investments were rated, theyld be below investment grade (rated
lower than "Baa3" by Moody's or lower than "BBBY Btandard & Poor's). We may invest without limitdebt of any rating, including
securities that have not been rated by any natioredognized statistical rating organization.

We believe that our investment advidees Capital Management, is able to leverages’Aerrent investment platform, resources
existing relationships with financial sponsorsafigial institutions, hedge funds and other investrfiems to provide us with attractive
investments. In addition to deal flow, the Aresaatment platform assists our investment advisanalyzing, structuring and monitoring
investments. Ares' senior principals have workegktioer for many years and have substantial exparigninvesting in senior loans, high
yield bonds, mezzanine debt ¢




private equity. The Company has access to the #edof approximately 54 investment professioraald to the 33 administrative
professionals employed by Ares who provide assigtamaccounting, legal, compliance and investtatians.

While our primary focus is to generatirrent income and capital appreciation througlestments in first and second lien senior
loans and mezzanine debt and, to a lesser extgrity esecurities of private companies, we also magst up to 30% of the portfolio in
opportunistic investments. Such investments malpétecinvestments in high-yield bonds, debt and tycgécurities in collateralized debt
obligation vehicles and distressed debt or equitusties of public companies. We expect that thmeasic companies generally will have
debt that is non-investment grade. As part of 30i% of the portfolio, we may also invest in debtafldle market companies located outside
of the United States, which investments are natipated to be in excess of 10% of the portfolithat time such investments are made.

About Ares

Ares is an independent firm with appmately $10.8 billion of total committed capitaid over 100 employees as of March 31,
2006. Ares was founded in 1997 by a group of higilperienced investment professionals.

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

Ares is comprised of the followinggps:

. Capital Markets Group . The Ares Capital Markets Group currently manageariety of funds and investment vehicles that
have approximately $6.8 billion of committed cahifacusing primarily on syndicated senior secudhs, high yield bonds,
distressed debt, other liquid fixed income investtaeand other publicly traded debt securities.

. Private Debt Group . The Ares Private Debt Group manages the assétsesfCapital. The Private Debt Group focuses
primarily on non-syndicated first and second lienisr loans and mezzanine debt.

. Private Equity Group . The Ares Private Equity Group manages the Arap@ate Opportunities Fund L.P. and the Ares
Corporate Opportunities Fund I, L.P. (collectivegferred to as "ACOF"), which together have apprately $2.8 billion of
committed capital as of March 31, 2006. ACOF gelheraakes private equity investments in companfearmounts
substantially larger than the private equity inwestts anticipated to be made by Ares Capital. Thete Equity Group
generally focuses on control-oriented equity inresits in under-capitalized companies or companitscapital structure
issues.

Ares' senior principals have beenkivigy together as a group for many years and haavarage of over 20 years of experience in
leveraged finance, private equity, distressed deb¢stment banking and capital markets. They ackéd by a large team of highly-
disciplined professionals. Ares' rigorous investtragproach is based upon an intensive, indepeffidamcial analysis, with a focus on
preservation of capital, diversification and actpartfolio management. These fundamentals undAarks' investment strategy and have
resulted in large pension funds, banks, insuranogpanies, endowments and high net worth individiunsesting in Ares funds.
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Ares Capital Management

Ares Capital Management, our investhaglviser, is served by a dedicated originatiath tasnsaction development team of 14
investment professionals, including our Presidetithael J. Arougheti, which team is augmented bgsArndditional investment
professionals, primarily its 23 member Capital MaskGroup. Ares Capital Management's investmennttiee has 5 members, including
Mr. Arougheti and 4 founding members of Ares. ldliidn, Ares Capital Management leverages off adg\ientire investment platform and
benefits from the Ares investment professionaggiificant capital markets, trading and researcledige developed through Ares industry
analysts. Ares funds have made investments in @0 companies in over 30 different industries emudently hold over 400 investments in
over 30 different industries.

MARKET OPPORTUNITY
We believe the environment for inu@gtin middle market companies is attractive far fbllowing reasons:

. We believe that many senior lenders have, in repeats, de-emphasized their service and produetioffs to middle market
businesses in favor of lending to large corporéénts and managing capital markets transactions.

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

. We believe there is a large pool of uninvestedatevequity capital for middle market companies. éiject private equity
firms will seek to leverage their investments byndxining capital with senior secured loans and meireadebt from other
sources.

COMPETITIVE ADVANTAGES

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

Existing investment platform

Ares currently manages approxima$dl§.8 billion of committed capital in the relatesbat classes of syndicated loans, high yield
bonds, mezzanine debt and private equity. We belfaes' current investment platform provides a cetitipe advantage in terms of acces
origination and marketing activities and diligerice Ares Capital.

Seasoned management team

Ares senior professionals have amageof over 20 years experience in leveraged €i@aincluding substantial experience in
investing in leveraged loans, high yield bonds, rae@ine debt, distressed debt and private equityrgies. As a result of Ares' extensive
investment experience, Ares and its senior prinsipave developed a strong reputation in the dapitakets. We believe that this experience
affords Ares Capital a competitive advantage imidiging and investing in middle market companigfhwhe potential to generate positive
returns.

Experience and focus on middle market companies

Ares has historically focused on stweents in middle market companies and we berrefit this experience. Our investment adv
uses Ares' extensive network of relationships witermediaries focused on middle market compamdeattract well-positioned prospective
portfolio




company investments. In particular, our investnasiviser works closely with the Ares investment pssfonals, who oversee a portfolio of
investments in over 400 companies, and providesadmean extensive network of relationships andiapmsights into industry trends and
the state of the capital markets.

Disciplined investment philosophy

In making its investment decisiong; mvestment adviser has adopted Ares' long-standionsistent investment approach that was
developed over 14 years ago by several of its fetsidires Capital Management's investment philog@pid portfolio construction involves
an assessment of the overall macroeconomic enventrfinancial markets and company-specific redeara analysis. Our investment
approach emphasizes capital preservation, lowiligtand minimization of downside risk.

Extensive industry focus

We concentrate our investing acigtin industries with a history of predictable alegpendable cash flows and in which the Ares
investment professionals historically have had rsite investment experience. Since its inceptiohd87, Ares investment professionals
have invested in over 1,000 companies in over §8rdnt industries, and over this time have devetbipng-term relationships with
management teams and management consultants wid#se industries. The experience of Ares' investieriessionals in investing across
these industries, throughout various stages oétlomomic cycle, provides our investment advisehwaicess to ongoing market insights and
favorable investment opportunities.

Flexible transaction structuring

We are flexible in structuring invesnts, the types of securities in which we invest the terms associated with such investments.
The principals of Ares have extensive experiencewide variety of securities for leveraged companiith a diverse set of terms and
conditions. This approach and experience shoultleraur investment adviser to identify attractimeastment opportunities throughout the
economic cycle and across a company's capitaltateiso that we can make investments consistehtowit stated objectives.

OPERATING AND REGULATORY STRUCTURE

Our investment activities are manalggdres Capital Management and supervised by oardof directors, a majority of whom are
independent of Ares and its affiliates. Ares Captanagement is an investment adviser that is tegid under the Investment Advisers Act
of 1940, or the "Advisers Act." Under our investrhadvisory and management agreement, we have atfrgey Ares Capital Management
an annual base management fee based on our te¢daas defined under the 1940 Act (other tham @ad cash equivalents but including
assets purchased with borrowed funds), and anfiveciee based on our performance. See "Managemernestment Advisory and
Management Agreement."”

As a BDC, we are required to compithveertain regulatory requirements. While we agenmitted to finance investments using debt,
our ability to use debt is limited in certain sificent respects. See "Regulation.” We have eletctdn treated for federal income tax purposes
as a regulated investment company, or a "RIC," uSdé&chapter M of the Internal Revenue Code of 168the "Code." See "Material U.S.
Federal Income Tax Considerations."

LIQUIDITY

We are party to a Senior Secured Rawp Credit Agreement that provides for up to $26illion of borrowings, which expires on
December 28, 2010. In addition, our wholly owned




subsidiary, Ares Capital CP Funding LLC, is patyatseparate credit facility (together with theiBeBecured Revolving Credit Agreement,
the "Facilities") that provides for up to $350 naiti of borrowings, which expires on November 1, @0nless extended prior to such date
with the consent of the lenders.

RISK FACTORS

Investing in Ares Capital involvesks. The following is a summary of certain riskatthou should carefully consider before
investing in shares of our common stock. In addijteee "Risk Factors" beginning on page 15 for eerdetailed discussion of the factors
should carefully consider before deciding to invastur common stock.

Risks Relating to Our Business

. A failure on our part to maintain our status asizBwould significantly reduce our operating fleXityi.
. The Company may not replicate Ares' historical sasc
. We are dependent upon Ares Capital Management'pdwpnnel for our future success and upon thegsacto Ares

investment professionals.

. We are a new company with a limited operating hjsto

. Our investment adviser and the members of its invest committee have limited experience managiBO&.

. Our financial condition and results of operatiotl @épend on our ability to manage future growtteetively.

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

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

. We will be subject to corporate-level income tawé are unable to qualify as a RIC.

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

. Regulations governing our operation as a BDC affectability to, and the way in which we, raise diddal capital.

. If our primary investments are deemed not to bdifyirag assets we could lose our status as a BDBegorecluded from

investing according to our current business plan.

. We borrow money, which magnifies the potentialdam or loss on amounts invested and may incréesgask of investing
with us.

. We will be exposed to risks associated with chamgéserest rates.

. Many of our portfolio investments are not publitigded and, as a result, there will be uncertastjo the value of our

portfolio investments.

. The lack of liquidity in our investments may adwysaffect our business.
. We may experience fluctuations in our quarterlykss
. There are significant potential conflicts of intetréhat could impact our investment returns.
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. Our investment adviser's liability is limited undbe investment management agreement, and weng@hinify our investmer
adviser against certain liabilities, which may |eang investment adviser to act in a riskier maroreour behalf than it would
when acting for its own account.

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

. Changes in laws or regulations governing our opmraf or changes in the interpretation thereof, amgdfailure by us to
comply with laws or regulations governing our opierzss may adversely affect our business.

. Our ability to enter into transactions with ourilétes will be restricted.
Risks Relating To Our Investments

. Our portfolio is concentrated in a limited numbéportfolio companies, which subjects us to a p$kignificant loss if any of
these companies defaults on its obligations.

. Our investments may be risky, and you could lokergbart of your investment.
. Economic recessions or downturns could impair autfplio companies and harm our operating results.
. There may be circumstances where our debt invessneenld be subordinated to claims of other creslits we could be

subject to lender liability claims.

. An investment strategy focused primarily on prilateeld companies presents certain challengesydineg the lack of
available information about these companies aneater vulnerability to economic downturns.

. Our port_folio companies may incur debt or issueitycqgecurities that rank equally with, or senioraar investments in such
companies.

. Investments in equity securities involve a subshdegree of risk.

. Our incentive fee may induce Ares Capital Managédrteemake certain investments, including specuaithwestments.

. Our investments in foreign debt may involve sigrafit risks in addition to the risks inherent in Urestments. We may

expose ourselves to risks if we engage in hedgamgsactions.

. We will initially invest a portion of the net proeds of offerings pursuant to this prospectus prisnar high-quality short-term
investments, which will generate lower rates ofimetthan those expected from the interest genemtdulst and second lien
loans and mezzanine debt.

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

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

Risks Relating To Offerings
. There is a risk that you may not receive dividemd#hat our dividends may not grow over time.
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. Provisions of the Maryland General Corporation Laavd of our charter and bylaws could deter takeattempts and have
adverse impact on the price of our common stock.

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

. The market price of our common stock may fluctisagmificantly.

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

. Our shares may trade at discounts from net asked.va

. Investors in offerings will incur immediate dilutiaupon the closing of this offering.

. Sales of substantial amounts of our common stothkearpublic market may have an adverse effect emthrket price of our

common stock.

OUR CORPORATE INFORMATION

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




OFFERINGS

We may offer, from time to time, %250 million of our common stock, on terms todegermined at the time of the offering. We
will offer our common stock at prices and on tetmbe set forth in one or more supplements toghospectusprovidedthat the offering
price per share, less any underwriting commissiordiscounts, will not be less than the net asaktevper share of our common stock at the

time of the offering.

We may offer our common stock dingttl one or more purchasers, through agents thatesignate from time to time, or to or
through underwriters or dealers. The prospectuplsogent relating to the offering will identify amgents or underwriters involved in the ¢
of our common stock, and will set forth any apiilespurchase price, fee, commission or discoustngement between us and our agents or
underwriters or among our underwriters or the bap@n which such amount may be calculated. Sea '®fl®istribution.” We may not sell
any of our common stock through agents, underverivedealers without delivery of a prospectus seipeint describing the method and te

of the offering of our securities.

Set forth below is additional infortioa regarding offerings of our securities:

Use of proceeds

Distributions

Taxation

Dividend reinvestment plan

NASDAQ National Market symbc

Unless otherwise specified in a prospectus suppieme intend to use the net proceeds
from the sale of our securities for general corfpurposes, which includes investing in
portfolio companies in accordance with our investtmabjectives and strategies and
repaying indebtedness, if any, incurred under ceditfacilities. The supplement to this
prospectus relating to an offering will more fuidientify the use of the proceeds from
such offering. See "Use of Proceec

We intend to distribute quarterly dividends to stackholders out of assets legally
available for distribution. Our quarterly dividendfsany, will be determined by our boz
of directors. For more information, see "Divideric

We have elected to be treated for federal income@taposes as a RIC. As a RIC, we
generally will not pay corporate-level federal ine®taxes on any ordinary income or
capital gains that we distribute to our stockhadces dividends. To maintain our RIC
status, we must meet specified source-of-incomeaandt diversification requirements
and distribute annually an amount equal to at 188%% of our ordinary income and
realized net short-term capital gains in exceggalized net long-term capital losses, if
any, reduced by deductible expenses, out of akeggBy available for distribution. See
"Risk Factors—We will be subject to corporate leimelome tax if we are unable to
qualify as a RIC" and "Distributions

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

"ARCC"




Anti-takeover provisions

Leverage

Management arrangements

Available information

Our board of directors is divided into three classkdirectors serving staggered three-
year terms. This structure is intended to provislevith a greater likelihood of continui
of management, which may be necessary for us taedae full value of our
investments. A staggered board of directors alsp seave to deter hostile takeovers or
proxy contests, as may certain other measures edidytus. See "Description of Our
Stock."

We borrow funds to make additional investments. s this practice, which is known
"leverage," to attempt to increase returns to emmon stockholders, but it involves
significant risks. See "Risk Factors," "Senior Séms" and "Regulation—Indebtedness
and Senior Securities." With certain limited exdeps, we are only allowed to borrow
amounts such that our asset coverage, as defirtad it940 Act, equals at least 200%
after such borrowing. The amount of leverage thatewploy at any particular time will
depend on our investment adviser's and our boad@tedtors' assessment of market and
other factors at the time of any proposed borrow

Ares Capital Management serves as our investmetigexrd Ares Administration serves
our administrator. For a description of Ares Cdpganagement, Ares Administration,
Ares and our contractual arrangements with thesgaaoies, see "Management—

Investment Advisory and Management Agreement,""—Administration Agreement.

We are required to file periodic reports, proxytesiaents and other information with the
SEC. This information is available free of chargeonrr website at
www.arescapitalcorp.conThe SEC also maintains a websitevatw.sec.gothat
contains such informatiol
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FEES AND EXPENSES

The following table is intended t@ias you in understanding the costs and expensg¢sithinvestor in our common stock will bear
directly or indirectly. We caution you that sometloé percentages indicated in the table below stimates and may vary. Except where the
context suggests otherwise, whenever this prospectutains a reference to fees or expenses pdigbhoy' "us" or "Ares Capital,” or that
"we" will pay fees or expenses, stockholders widlifectly bear such fees or expenses as investdkseis Capital.

Stockholder transaction expenses (as a percentageodfering price):

Sales load paid by t — @
Offering expenses borne by — 2
Dividend reinvestment plan expen: None (3)
Total stockholder transaction expenses paid k — @
Estimated annual expenses (as a percentage of cdidated net assets attributable to common

stock)(5):

Management fee 2.04%(6)
Incentive fees payable under investment advisodyraanagement agreement (20% of realized

capital gains and 20% of [-incentive fee net investment income, subject ttagetimitations) 0.00%(7)
Interest payments on borrowed fur 1.22%(8)
Other expense 0.78%(9)
Total annual expenses (estimat 4.05%(10)

Q) In the event that the shares of common stock tehwthiis prospectus relates are sold to or throumglerwriters, a corresponding
prospectus supplement will disclose the applicables load.

(2)  The related prospectus supplement will discloseefitenated amount of offering expenses, the offgpirice and the offering expenses
borne by us as a percentage of the offering price.

(3)  The expenses of the dividend reinvestment plainateded in "other expenses."

(4) The related prospectus supplement will discloseoffexing price and the total stockholder transacéxpenses as a percentage of the
offering price.

(5) "Consolidated net assets attributable to commark$tequals net asset value at March 31, 2006.

(6) Our management fee is 1.5% of our total assets titha cash and cash equivalents (which includestegurchased with borrowed
amounts). For the purposes of this table, we hasaraed that we maintain no cash or cash equivaltins2.04% reflected on the
table is calculated on our net assets (ratherdiamotal assets). See "Management—Investment Advisnd Management
Agreement."

(7)  We expect to invest all of the net proceeds froaras of common stock registered under the regmtratatement of which this
prospectus is a part within two years or less efdhte of the initial registration and may havetehgains and interest income that
could result in the payment of an incentive feedoinvestment adviser in the first year after ctatipn of offerings pursuant to this
prospectus. However, the incentive fee payableitanvestment adviser is based on our performandendll not be paid unless we
achieve certain goals. As we cannot predict whetleewill meet the necessary performance targetdjave assumed a base incentive
fee of 0% in this chart. Since our inception, therage quarterly incentive fee payable to our itmesit adviser has been
approximately 0.34% of our weighted net assets6¢h.8n an annualized basis). For more detailed imétion about incentive fees
previously incurred by us, please see Note 3 to our
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consolidated financial statements as of Decembg2@15 and Note 3 to our consolidated financigkstents as of March 31, 2006.
The incentive fee consists of two parts:

The first, payable quarterly in arrears, equals 20%ur pre-incentive fee net investment incomel(iding interest that is accrued but
not yet received in cash), subject to a 2.00% qugr{8% annualized) hurdle rate and a "catch-upVision measured as of the end of
each calendar quarter. Under this provision, in@lgndar quarter, our investment adviser recaieescentive fee until our net
investment income equals the hurdle rate of 2.00%4Hen receives, as a "catch-up,” 100% of ouripcentive fee net investment
income with respect to that portion of such preeitose fee net investment income, if any, that edsethe hurdle rate but is less than
2.50%. The effect of this provision is that, if pneentive fee net investment income exceeds 2.B5086y calendar quarter, our
investment adviser will receive 20% of our pre-imidee fee net investment income as if a hurdle didenot apply.

The second, payable annually in arrears for ea@mdar year ending on or after December 31, 20§4als 20% of our net realized
capital gains, if any, computed net of all realizaghital losses and unrealized capital depreciatdmintended to use the cumulative
method to calculate the capital gains portion efititentive fee. However, the SEC's Fort Worth izisOffice has raised issues
regarding the clarity of our investment advisorg amanagement agreement. In response, our investdeiser has agreed that in
calculating payments of the capital gains portibthe incentive fee we will use the method (cumutabr period-to-period) that
results in the lowest incentive fee payment toitivestment adviser until our next stockholder nreeticheduled for May 30, 2006,
where we are seeking the vote of our stockholdeesrtend and restate our investment advisory anégesment agreement to make
our method of using the cumulative calculation cl&ee "Investment Advisory and Management Agreémdfanagement Fee."

We will defer cash payment of any incentive feeeotfise earned by our investment adviser if, dutirgmost recent four full calenc
quarter period ending on or prior to the date quayyment is to be made, the sum of (a) our aggretistigbutions to our stockholders
and (b) our change in net assets (defined asdesalts less indebtedness) is less than 8.0% okbassets at the beginning of such
period. These calculations will be adjusted for ahgre issuances or repurchases.

See "Management—Investment Advisory and Manageegrgement."”

(8) "Interest payments on borrowed funds" representssimate of our annualized interest expenses lasadtual interest and credit
facility expense incurred and amortization of dsbtiance cost for the quarter ended March 31, 2006ng the quarter ended
March 31, 2006, the average borrowings were $82l®mand cash paid for interest expense was ¥8B,We had outstanding
borrowings of $185.2 million at March 31, 2006. Té®imate is based on our assumption that our Wwangs and interest costs after
an offering will remain similar to those prior toch offering. The amount of leverage that we empliogny particular time will depe
on, among other things, our investment advisedscam board of directors' assessment of markeb#imet factors at the time of any
proposed borrowing. See "Risk Factors—We borrowegowhich magnifies the potential for gain or lossamounts invested and
may increase the risk of investing with us."

9) Includes our overhead expenses, including paymerdsr the administration agreement based on caraddle portion of overhead ¢
other expenses incurred by Ares Administrationarf@grming its obligations under the administratagreement. Such expenses are
based on annualized other expenses for the queartird March 31, 2006. See "Management—Administratigreement.” The
holders of shares of our common stock (and nohthders of
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our debt securities or preferred stock, if any)nectly bear the cost associated with our annupéases.

(10) "Total annual expenses” as a percentage of coasetichet assets attributable to common stock greshthan the total annual
expenses percentage would be for a company that ieveraged. We borrow money to leverage ouasseéts and increase our total
assets. The SEC requires that the "Total annu&rsgs" percentage be calculated as a percentagé adsets, rather than the total
assets, including assets that have been fundedwaitbwed monies. If the "Total annual expensestgr@age were calculated instead
as a percentage of consolidated total assets,Tatal'annual expenses" would be 2.97% of consdaiitdtal assets.

Example

The following example demonstratesthojected dollar amount of total cumulative exganover various periods with respect to a
hypothetical investment in our common stock. Ircakdting the following expense amounts, we haverassl we would have no additional
leverage, that none of our assets are cash orecpstalents, and that our annual operating expemeal remain at the levels set forth in the
table above. Transaction expenses are not inclidihe following example. In the event that shacewhich this prospectus relates are so
or through underwriters, a corresponding prospestipplement will restate this example to refleetapplicable sales load.

1 year 3 years 5 years 10 years
You would pay the following expenses on a $1,08@&ment, assuming &
5% annual return(l $ 4150 $ 1255¢ $ 211.0¢ $ 431.2¢
1) The above illustration assumes that we will notizeaany capital gains computed net of all realizagdital losses and unrealized capital depreciafibe expenses you would p

based on a $1,000 investment and assuming a 5%alamturn resulting entirely from net realized ¢apgains (and therefore subject to the capitah gaientive fee), and
otherwise making the same assumptions in the exaaipve, would be: 1 year, $51.50; 3 years, $154%.§8ars, $258.73; and 10 years, $520.16. Howeash payment of the
capital incentive fee would be deferred if durihg most recent four full calendar quarter periodireg on or prior to the date the payment set fortthe example is to be made,
the sum of (a) our aggregate distributions to dockholders and (b) our change in net assets (@efais total assets less indebtedness) was les8.0%rmof our net assets at the
beginning of such period (as adjusted for any stsugances or repurchases).

The foregoing table is to assist yjopunderstanding the various costs and expensearthiavestor in our common stock will bear
directly or indirectly. While the example assum&syequired by the SEC, a 5% annual return, odopaance will vary and may result in a
return greater or less than 5%. The incentive feteuthe investment advisory and management agreemieich, assuming a 5% annual
return, would either not be payable or have argimificant impact on the expense amounts shown ghewvet included in the example. If we
achieve sufficient returns on our investments,udiig through the realization of capital gainstrigger an incentive fee of a material amo
our expenses, and returns to our investors, waoalldidgfher. In addition, while the example assumewestment of all dividends and
distributions at net asset value, participantsuindividend reinvestment plan who have not othezveiected to receive cash will receive a
number of shares of our common stock, determinedivigling the total dollar amount of the dividendyable to a participant by the market
price per share of our common stock at the clogeading on the valuation date for the dividende S@ividend Reinvestment Plan" for
additional information regarding our dividend re@stment plan.

This example and the expenses in the table aboveosiid not be considered a representation of our fute expenses, and actu:
expenses (including the cost of debt, if any, andrer expenses) may be greater or less than thoseosim.
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SELECTED FINANCIAL AND OTHER DATA

The following selected financial asttier data for the period from June 23, 2004 (itioapthrough December 31, 2004 and the year
ended December 31, 2005, are derived from our tidiased financial statements that have been autygddPMG LLP, an independent
registered public accounting firm whose reportéoaris included within this registration statemépuarterly financial information is derived
from unaudited financial data, but in the opinidmm@anagement, reflects all adjustments (consigiimlg of normal recurring adjustments) tl
are necessary to present fairly the results of suehim periods. Interim results at and for theebhmonths ended March 31, 2006, are not
necessarily indicative of the results that may Xygeeted for the year ending December 31, 2006.dBit& should be read in conjunction with
our consolidated financial statements and notegthend "Management's Discussion and Analysisrarieial Condition and Results of
Operations," which are included elsewhere in thgigtration statement.

ARES CAPITAL CORPORATION AND SUBSIDIARY
SELECTED FINANCIAL DATA
Three Months Ended March 31, 2006
Year Ended December 31, 2005 and
Period June 23, 2004 (inception) Through Decembei132004

For the Period
June 23, 2004

Three Months (inception)
Ended Year Ended Through
March 31, 2006 December 31, 2005 December 31, 2004
Total Investment Incom $ 20,191,300 $ 41,850,47 $ 4,380,84:
Net Realized and Unrealized Gain on Investm 2,151,49i 14,727,27 475,39
Total Expense (8,499,77)) (14,726,67) (1,665,75)

Net Increase in Stockholders' Equity Resulting fi
Operations $ 13,843,03 $ 41,851,007 $ 3,190,48:
I I I
Per Share Dat:
Net Increase in Stockholder's Equity Resulting fi

Operations
Basic: $ 03¢ $ 17¢ $ 0.2¢
Diluted: $ 03¢ $ 1.7¢ % 0.2¢
Cash Dividend Declare $ 03¢ $ 1.3C $ 0.3C
Total Assets $ 778,620,55 $ 613,645,14 $ 220,455,61
Total Debt $ 185,200,000 $ 18,000,00 $ 55,500,00
Total Stockholders' Equit $ 571,375,33 $ 569,612,19 $ 159,708,30
Other Data
Number of Portfolio Companies at Period E 48 38 20
Principal Amount of Investments Purchasec $ 195,411,000 $ 504,299,00 $ 234,102,00
Principal Amount of Investments Sold and
Repayments(2 $ 36,745,00 $ 108,415,000 $ 52,272,00
Total Return Based on Market Value 9.15% (20.60% 31.5%%
Total Return Based on Net Asset Value 2.42% 12.0/% (1.80%
Weighted Average Yield of Income Producing Eq
Securities and Debt(5 11.47% 11.25% 12.36%

(1) The information presented for the period June BB4Xinception) through December 31, 2004 inclukie$0.8 million of the assets
purchased from Royal Bank of Canada and excludésiiBlion of publicly traded fixed income secueii.
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(2)  The information presented for the period June BB4inception) through December 31, 2004 excl®$eg million of publicly trade
fixed income securities.

(3)  Total return based on market value for the threathended March 31, 2006 equals the increase=dadritling market value at
March 31, 2006 or $17.18 per share over the enuiiauget value at December 31, 2005 of $16.07, plesleclared dividend of $0.36
per share for holders of record on March 24, 2@08ded by the market value at December 31, 20@%alTreturn based on market
value for the year ended December 31, 2005 equealddcrease of the ending market value at Dece8ihe@005 of $16.07 per share
over the ending market value at December 31, 2084©43 per share plus the declared dividendsl&®per share for the year
ended December 31, 2005. Total return based onaneakue for the period June 23, 2004 (inceptibnjugh December 31, 2004
equals the increase of the ending market valueeaeMber 31, 2004 of $19.43 per share over theindf@rice of $15.00 per share
plus the declared dividend of $0.30 per share (ohes$ return of capital of $0.01 per share) for bddf record on December 27, 2C
divided by the offering price. Total return basednoarket value is not annualized.

(4)  Total return based on net asset value for the tm@eths ended March 31, 2006 equals the changet iasset value during the period
plus the declared dividend of $0.36 per share éilérs of record on March 24, 2006, divided bylleginning net asset value during
the period. Total return based on net asset valuthé year ended December 31, 2005 equals th@eliamet asset value during the
period (adjusted for share issuances) plus theadstdividends of $1.30 per share for the year eéfiizember 31, 2005, divided by
the beginning net asset value. Total return bagsatkbasset value for the period June 23, 2004 §ithan) through December 31, 2004
equals the change in net asset value during thedoplus the declared dividend of $0.30 per shiawa(des return of capital of $0.01
per share) for holders of record on December 2@4260ivided by the beginning net asset value. Tratinirn based on net asset valu
not annualized.

(5) Weighted average yield on income producing equétusties and debt is computed as (a) the annatadsinterest rate or yield earr
plus the net annual amortization of original isdiszount and market discount on accruing debt diyidy (b) total income producing
equity securities and debt at fair value.

SELECTED QUARTERLY DATA (Unaudited)
2006 2005 2004
Q1 Q4 Q3 Q2 Q1 Q4(1)

Total Investment Incom $ 20,191,300 $ 14,890,28 $ 11,607,988 $ 9,601,61' $ 5,750,59: $ 4,380,384

Net investment income before r

realized and unrealized gain on

investments and incentive

compensatiol $ 14,614,41 $ 11,071,08 $ 8,887,63. $ 7,567,05 $ 3,800,11: $ 3,009,74

Incentive compensatic $ 2,922,88. $ (510,479 $ 2,643,35: $ 1,798,91' $ 270,28 $ 95,47

Net investment income before r

realized and unrealized gain on

investment: $ 11,691,53 $ 11,581,55 $ 6,244,271 $ 5,768,13. $ 3,529,820 $ 2,914,27

Net realized and unrealized gain

investment: $ 2,151,49: $ 4,281,46! $ 3,637,61: $ 1,834,12.'$ 4,974,007 $ 475,39:

Net increase in stockholders' eqt

resulting from operatior $ 13,843,03 $ 15,863,02 $ 9,881,890 $ 7,602,251 $ 850390 $ 3,389,67.

Basic and diluted earnings per

common shar $ 0.3¢ $ 0.4t $ 04z $ 03t % 0.6¢ $ 0.34

Net asset value per share as of

end of the quarte $ 15.0¢ $ 15.0¢ $ 15.0¢ $ 1497 $ 14.9¢ $ 14.4:

1)

The Company was initially funded on June 23, 200degption) but had no significant operations uthté fourth quarter of 2004. The
sole activity for the second and third quarter@@®4 was the incurrence of $199,183 in organizatierpenses.
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RISK FACTORS

Before you invest in our shares, you should be awéwvarious risks, including those described belgau should carefully consider
these risk factors, together with all of the othidormation included in this prospectus, before geeide whether to make an investment in
our common stock. The risks set out below arefrbhly risks we face. If any of the following ésextcur, our business, financial condition
and results of operations could be materially adedy affected. In such case, our net asset valddtentrading price of our common stock
could decline, and you may lose all or part of yowestment.

RISKS RELATING TO OUR BUSINESS
A failure on our part to maintain our status as a BDC would significantly reduce our operating flexibiity.

If we do not continue to qualify aBRAC, we might be regulated as a closed-end invastmompany under the 1940 Act, which
would significantly decrease our operating flextiil

The Company may not replicate Ares' historical sucess.

Our primary focus in making investrtsediffers from those of other private funds tha ar have been managed by Ares' investment
professionals. Further, investors in Ares Capitalret acquiring an interest in other Ares fund$ilé/Ares Capital may consider potential
co-investment participation in portfolio investmemiith other Ares funds (other than ACOF), no inment opportunities are currently under
consideration and any such investment activity @¢d@ subject to, among other things, regulatoryiaddpendent board member approvals,
the receipt of which, if sought, cannot be assutedordingly, we cannot assure you that Ares Cépitihreplicate Ares' historical success,
and we caution you that our investment returnsccbel substantially lower than the returns achidwethose private funds.

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

We depend on the diligence, skill aetivork of business contacts of the members of Aa&pital Management's investment
committee. We also depend, to a significant exiemtAres Capital Management's access to the inesgtprofessionals of Ares and the
information and deal flow generated by Ares' insestt professionals in the course of their investraed portfolio management activities.
Our future success will depend on the continuediceiof Ares Capital Management's investment cotemitThe departure of any of the
members of Ares Capital Management's investmentatee, or of a significant number of the investingmfessionals or partners of Ares,
could have a material adverse effect on our aliititgchieve our investment objectives. In additiwa,cannot assure you that Ares Capital
Management will remain our investment adviser at the will continue to have access to Ares' invesinprofessionals or its information ¢
deal flow.

We are a new company with a limited operating histy.

We were incorporated in April 2008ntpleted our initial public offering in October 2D@nd have a limited operating history. We
are subject to all of the business risks and uatgits associated with any new business, inclutliegisk that we will not achieve our
investment objectives and that the value of youestiment could decline substantially.
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Our investment adviser and the members of its invéisient committee have limited experience managing BDC.

The 1940 Act imposes numerous coimgr@an the operations of business development eamp. For example, business
development companies are required to invest at %6 of their total assets primarily in secusitié private or thinly traded U.S. public
companies, cash, cash equivalents, U.S. governseentities and other high quality debt investméms mature in one year or less. Our
investment adviser and the majority of the membémur senior management only have limited expegemanaging or providing
management consultant services to an operating @eynmguch as may be required of a BDC. Our investmdviser's, and the members of
investment committee's, lack of experience in mantpg portfolio of assets under such constraintg hiader their ability to take advantage
of attractive investment opportunities and, assalteachieve our investment objectives.

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

Our ability to achieve our investmebjectives depends on our ability to acquire &lgtanvestments and monitor and administer
those investments, which depends, in turn, on Segsital Management's ability to identify, investind monitor companies that meet our
investment criteria.

Accomplishing this result on a cofeetive basis is largely a function of Ares CapNtnagement's structuring of the investment
process and its ability to provide competent, aitterand efficient services to us. Our executiviicefs and the members of Ares Capital
Management have substantial responsibilities imeotion with their roles at Ares and with the otAees funds as well as responsibilities
under the investment advisory and management agrdeimhey may also be called upon to provide matagessistance to our portfolio
companies on behalf of our administrator. Theseathl® on their time, which will increase as the nendf investments grow, may distract
them or slow the rate of investment. In order tovwgrAres Capital Management will need to hire rtraupervise and manage new employees
However, we cannot assure you that any such emgdowél be retained. Any failure to manage our fatgrowth effectively could have a
material adverse effect on our business, finargabition and results of operations.

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

We will need to periodically accelss tapital markets to raise cash to fund new imvests. Unfavorable economic conditions could
increase our funding costs, limit our access tactygtal markets or result in a decision by lendwristo extend credit to us. An inability to
successfully access the capital markets could tinitability to grow our business and fully execote business strategy and could decrease
our earnings, if any. With certain limited excepspwe are only allowed to borrow amounts suchdhatasset coverage, as defined in the
1940 Act, equals at least 200% after such borrowiing amount of leverage that we employ will depenaur investment adviser's and our
board of directors' assessment of market and &dlotors at the time of any proposed borrowing. \Wienot assure you that we will be able to
maintain our current Facilities or obtain otheeBrof credit at all or on terms acceptable to us.

We operate in a highly competitive market for invenent opportunities.

A number of entities compete withtegnake the types of investments that we make @dlaimarket companies. We compete with
other business development companies, public amdtprfunds, commercial and investment banks, comiadinancing companies,
insurance companies, high yield investors, hedgdsuand, to the extent they provide an alterndtx@ of financing, private equity funds.
Many of our competitors are substantially largett have considerably greater financial,
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technical and marketing resources than we do. Smmmpetitors may have a lower cost of funds andsscttefunding sources that are not
available to us. In addition, some of our compesitmay have higher risk tolerances or differerk assessments, which could allow them to
consider a wider variety of investments and estabiiore relationships than us. Furthermore, mamuotompetitors are not subject to the
regulatory restrictions that the 1940 Act imposesis as a BDC. We cannot assure you that the citivpgiressures we face will not have a
material adverse effect on our business, finaratition and results of operations. Also, as alted this competition, we may not be able
to take advantage of attractive investment oppdiasnfrom time to time, and we cannot assure Yy we will be able to identify and make
investments that meet our investment objectives.

We do not seek to compete primardgddl on the interest rates we offer and we betteatesome of our competitors may make loans
with interest rates that will be comparable toawér than the rates we offer.

We may lose investment opportuniti@ee do not match our competitors' pricing, teramsl structure. If we match our competitors'
pricing, terms and structure, we may experiencesdased net interest income and increased riskeditdoss. As a result of operating in such
a competitive environment, we may make investmtaare on better terms to our portfolio compattes what we may have originally
anticipated, which may impact our return on thesestments.

We will be subject to corporate-level income tax ifve are unable to qualify as a RIC.
To qualify as a RIC under the Code,must meet certain income source, asset diveasdic and annual distribution requirements.

The annual distribution requirementd RIC is satisfied if we distribute to our stholders on a timely basis an amount equal to at
least 90% of our ordinary income and realized hettsterm capital gains in excess of realized argtterm capital losses, if any, reduced by
deductible expenses for each year. Because weelnditiancing, we are subject to certain assetremeeratio requirements under the 1940
Act and financial covenants under our loan agreésidat could, under certain circumstances, réstadrom making distributions necessary
to qualify as a RIC. If we are unable to obtainhciiem other sources, we may fail to qualify asl@ Bnd, thus, may be subject to corporate-
level income tax.

To qualify as a RIC, we must also treetain asset diversification requirements ateihe of each calendar quarter. Failure to meet
these tests may result in our having to (i) dispafsgertain investments quickly or (ii) raise addfial capital to prevent the loss of RIC status.
If we fail to qualify as a RIC for any reason aretbme or remain subject to corporate income taxrahulting corporate taxes could
substantially reduce our net assets, the amountofe available for distribution and the amounbof distributions. Such a failure would
have a material adverse effect on us and our stiad&rs.

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

For federal income tax purposes, nedude in income certain amounts that we have abtgceived in cash, such as original issue
discount, which may arise if we receive warrantsannection with the making of a loan or possiblyther circumstances, or contracted
payment-in-kind interest, which represents contraldnterest added to the loan balance and dueeagrd of the loan term. Such original
issue discount or increases in loan balances ahadied in income before we receive any correspandash payments. We also may be
required to include in income certain other amotms$ we will not receive in cash, including, fo@eple, non-cash income from paykimd
securities and deferred payment securities.

17




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

If a portfolio company defaults oitoan that is structured to provide accrued inteiiest possible that accrued interest previously
used in the calculation of the incentive fee wdcbme uncollectible. The investment adviser isumoter any obligation to reimburse us for
any part of the incentive fee it received that Wwased on accrued income that we never receiveemili of a default by an entity on the
obligation that resulted in the accrual of suctome.

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

We may issue debt securities or pretestock, which we refer to collectively as "sersecurities,” and borrow money from bank
other financial institutions up to the maximum ambpermitted by the 1940 Act. Under the provisiohthe 1940 Act, we will be permitted,
as a BDC, to incur indebtedness or issue seniarrisies only in amounts such that our asset covgrag defined in the 1940 Act, equals at
least 200% after such incurrence or issuanceelf/lue of our assets declines, we may be unalsiatisfy this test, which would prohibit us
from paying dividends and could prevent us fromntaning our status as a RIC. If we cannot satisiy test, we may be required to sell a
portion of our investments and, depending on tharaaf our leverage, repay a portion of our inddbess at a time when such sales may be
disadvantageous. As of March 31, 2006, our assetrage for senior securities was 409%.

We are not generally able to issui sail our common stock at a price below net asslee per share. We may, however, sell our
common stock, or warrants, options or rights tauregour common stock, at a price below the curnettasset value of the common stock if
our board of directors determines that such sadleasir best interests and the best interests o$tmekholders, and our stockholders approve
such sale. In any such case, the price at whiclsecurities are to be issued and sold may notdsethan a price which, in the determination
of our board of directors, closely approximatesrtisrket value of such securities (less any comuorissi discount). If our common stock
trades at a discount to net asset value, thisetistr could adversely affect our ability to raisapital.

In addition, we may seek to secweitmir loans to generate cash for funding new imvests. To securitize loans, we may create a
wholly owned subsidiary and contribute a pool @frie to the subsidiary. This could include the shiaterests in the subsidiary on a non-
recourse basis to purchasers who we would expdi tailling to accept a lower interest rate to ishvi@ investment grade loan pools, and we
would retain a portion of the equity in the sedmeitl pool of loans. An inability to successfullycadtize our loan portfolio could limit our
ability to grow our business, fully execute ouribess strategy and decrease our earnings, if dreys&curitization market is subject to
changing market conditions and we may not be abéetess this market when we would otherwise dggropriate. Moreover, the
successful securitization of our loan portfolio titigxpose us to losses as the residual loans ichwie do not sell interests will tend to be
those that are riskier and more apt to generag=tod he 1940 Act may also impose restrictionerstructure of any securitization.

18




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

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

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

We believe that the senior loans imedzanine investments that we acquire should datestjualifying assets because the privately
held issuers will not, at the time of our investmérave outstanding marginable securities for #asons set forth in this paragraph. First, we
make a large portion of our investments in compattiat, to the extent they have any outstanding, tielve issued such debt on terms and in
circumstances such that such debt should not, wdsting legal precedent, be "securities" underfkchange Act and therefore should not
be deemed marginable securities under Regulati@edond, we believe that, should a different pmsitie taken such that those investments
may be securities, they should still not be marglieaecurities. In particular, debt that does rade in a public secondary market or is not
rated investment grade is generally not a marggibd® security under the rules established bys#léregulatory organizations, including the
New York Stock Exchange and National Associatioseturities Dealers, that govern the terms on whiocke-dealers may extend margin
credit. Unless the questions raised by the amenténteiiRegulation T have been addressed by legislaidministrative or judicial action that
contradicts our interpretation, we intend to tresmtualifying assets only those senior loans arazamene investments that, at the time of our
investment, are issued by an issuer that doesavat butstanding a class of margin eligible seasitiikewise, we will treat equity securities
issued by a portfolio company as qualifying aseety if such securities are issued by a compantyttha no margin eligible securities
outstanding at the time we purchase such securities

If there were a court ruling or regfory decision that conflicts with our interpreteis, we could lose our status as a BDC or be
precluded from investing in the manner describeithis prospectus, either of which would have a matadverse effect on our business,
financial condition and results of operations. Sed\ failure on our part to maintain our status éB2C would significantly reduce our
operating flexibility.” Such a ruling or decisiofsa may require that we dispose of investmentswieatnade based on our interpretation of
Regulation T. Such dispositions could have a matadverse effect on us and our stockholders. Wemead to dispose of such investments
quickly, which would make it difficult to disposd such investments on favorable terms. In additimtause these types of investments will
generally be illiquid, we may have difficulty imfiling a buyer and, even if we do find a buyer, vay fmave to sell the investments at a
substantial loss. See "Changes in laws or regulsiimverning our operations, or changes in thepregation thereof, and any failure by us to
comply with laws or regulations governing our opierass may adversely affect our business."

On November 1, 2004, the SEC propdsedomment two new rules under the 1940 Act #ratdesigned to realign the definition of
eligible portfolio company set forth under the 19¥@, and the investment activities of BDCs, witieir original purpose by (1) defining
eligible portfolio company
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with reference to whether an issuer has any classaurities listed on a national securities exgieaor on an automated interdealer quotation
system of a national securities association ("NAEDPand (2) permitting BDCs to make certain addiéib("follow-on") investments in

those issuers even after they list their securdiea national securities exchange or on NASDAQ pitoposed rules are intended to expand
the definition of eligible portfolio company in aamner that would promote the flow of capital to 8nteveloping and financially troubled
companies. We cannot assure you that these ruleslated rules arising out of the comment procedisbe approved by the Securities and
Exchange Commission.

Until the SEC or its staff has isstiedl rules with respect to the issue discusseyapwe will continue to monitor this issue clos
and may be required to adjust our investment feauw®mply with and/or take advantage of any fudeninistrative position, judicial
decision or legislative action.

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

As of March 31, 2006, we had $185ilian of outstanding borrowings under our Facdgi In order for us to cover our annual
interest payments on indebtedness, we must achiaweal returns on our March 31, 2006 total asdedsleast 0.69%. The weighted average
interest rate charged on our borrowings as of M&cH2006 was 5.6566%. We intend to continue barrgwnder the Facilities in the future
and we may increase the size of the Facilitieslerwise issue debt securities or other evidentaslebtedness. Our ability to service our
debt depends largely on our financial performamakwill be subject to prevailing economic condiscnd competitive pressures. The
amount of leverage that we employ at any partictitae will depend on our investment adviser's amdbmard of directors' assessment of
market and other factors at the time of any propdeerowing.

Our Facilities impose financial ambeoating covenants that restrict our businessiiey including limitations that could hinder our
ability to finance additional loans and investmemt$o make the distributions required to maintaim status as a regulated investment
company under Subchapter M of the Internal Revé&uagge. A failure to renew our Facilities, or to adrlv or replacement debt facilities
could have a material adverse effect on our busjrigmncial condition and results of operations.

Borrowings, also known as leveragagnify the potential for gain or loss on amountgsied and, therefore, increase the risks
associated with investing in our securities. Weantty borrow under our Facilities and in the fetunay borrow from or issue senior debt
securities to banks, insurance companies, and tghéers. Lenders of senior securities have fixathdclaims on our consolidated assets
are superior to the claims of our common stockirsldé the value of our consolidated assets in@gaben leveraging would cause the net
asset value attributable to our common stock toe®e more sharply than it would have had we neréged. Conversely, if the value of our
consolidated assets decreases, leveraging wouse ceat asset value to decline more sharply thathérwise would have had we not
leveraged. Similarly, any increase in our constdidancome in excess of consolidated interest gayaithe borrowed funds would cause
net income to increase more than it would withbetleverage, while any decrease in our consolidatame would cause net income to
decline more sharply than it would have had welhmotowed. Such a decline could negatively affectahility to make common stock
dividend payments. There is no assurance thatemdging strategy will be successful.

The following table illustrates thigeet on return to a holder of our common stockhaf leverage created by our use of borrowing at
the interest rate of 5.6566% and assumes (i) dal to
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value of net assets as of March 31, 2006; (ii) $18&illion debt outstanding as of March 31, 2006 &i) hypothetical annual returns on our
portfolio of minus 15 to plus 15 percent.

Assumed Return on Portfol

(Net of Expenses)(] -15.%  -10.(% -5.(% — 5.C% 10.(% 15.(%
Corresponding Return to Common
Stockholders(2 -22.%  -15."% -8.7% -1.8% 5.(% 11.6% 18.6%

(1) The assumed portfolio return is required by regotadf the SEC and is not a prediction of, and dussepresent, our projected or
actual performance.

2 In order to compute the "Corresponding Return tm@mn Stockholders," the "Assumed Return on Podfa multiplied by the tote
value of our assets at March 31, 2006 to obtaiassumed return to us. From this amount, the irttesgsense calculated by
multiplying the interest rate of 5.6566% times #185.2 million debt is subtracted to determinertitarn available to stockholders.
The return available to stockholders is then diditig the total value of our net assets as of M&d;H006 to determine the
"Corresponding Return to Common Stockholders."

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

General interest rate fluctuationsg/ave a substantial negative impact on our investmand investment opportunities and,
accordingly, may have a material adverse effeéheastment objectives and our rate of return ordted capital. Because we borrow money
to make investments, our net investment incomejfgeddent upon the difference between the rate iahwie borrow funds and the rate at
which we invest these funds. As a result, therebsano assurance that a significant change in marterest rates will not have a material
adverse effect on our net investment income. Tragnices for debt that pays a fixed rate of retemd to fall as interest rates rise. Trading
prices tend to fluctuate more for fixed-rate se@sithat have longer maturities. Although we haggolicy governing the maturities of our
investments, under current market conditions weseixghat we will invest in a portfolio of debt geakly having maturities of up to 10 years.
This means that we will be subject to greater (igker things being equal) than a fund investedlgah shorter-term securities. A decline in
the prices of the debt we own could adversely atfee trading price of our shares.

Many of our portfolio investments are not publiclytraded and, as a result, there will be uncertaintyas to the value of our portfolio
investments.

A large percentage of our portfoliwéstments are not publicly traded. The fair valfimvestments that are not publicly traded may
not be readily determinable. We value these investmquarterly at fair value as determined in gladtth by our board of directors. However,
we may be required to value our investments maguiently as determined in good faith by our bodidirectors to the extent necessary to
reflect significant events affecting their valueh®ve appropriate, our board of directors may @tittze services of an independent valuation
firm to aid it in determining fair value. The typetfactors that may be considered in valuing owestments include the nature and realizable
value of any collateral, the portfolio company'digbto make payments and its earnings, the marketvhich the portfolio company does
business, comparison to publicly traded compaulisspunted cash flow and other relevant factorgaBee such valuations, and particularly
valuations of private investments and private camgss are inherently uncertain, may fluctuate @rent periods of time and may be based
on estimates, our determinations of fair value wh#fgr materially from the values that would hawseh used if a ready market for these
investments existed. Our net asset value couldibersely affected if our determinations regardimg fair value of our investments are
materially higher than the values that we ultimateklize.
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The lack of liquidity in our investments may advergly affect our business.

We generally make investments ingigvcompanies. Substantially all of these investeerl be subject to legal and other
restrictions on resale or otherwise are less ligjuésh publicly traded securities. The illiquiditfyaur investments may make it difficult for us
to sell such investments if the need arises. Ilitiadd if we are required to liquidate all or a pon of our portfolio quickly, we may realize
significantly less than the value at which we hpxeviously recorded our investments. In additioa,may face other restrictions on our
ability to liquidate an investment in a portfoliorapany to the extent that we or an affiliated manag Ares has material non-public
information regarding such portfolio company.

We may experience fluctuations in our quarterly reslts.

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

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

Certain of our executive officers aticectors, and members of the investment commdterir investment adviser serve or may
serve as officers, directors or principals of othetities and affiliates of our adviser and investirfunds managed by our affiliates.
Accordingly, they may have obligations to investorshose entities, the fulfilment of which mighot be in the best interests of us or our
stockholders or that may require them to devote tisnservices for other entities, which could ifeer with the time available to provide
services to us. For example, Messrs. Ressler, RuaeKissick and Sachs each are and, will contiouge, founding members of Ares with
significant responsibilities for other Ares fundiér.. Ressler and Mr. Rosenthal are required to deactubstantial majority of their business
time, and Mr. Kissick is required to devote a migyoof his business time, to the affairs of ACOReA believes that the efforts of
Messrs. Ressler, Rosenthal and Kissick relativerés Capital and ACOF are synergistic with and fieia to the affairs of each of Ares
Capital and ACOF.

Although other Ares funds generallyé different primary investment objectives thae#\Capital, they may from time to time
invest in asset classes similar to those targeterds Capital. Ares Capital Management endeavmedlocate investment opportunities in a
fair and equitable manner, and in any event cagrsistith any fiduciary duties owed to Ares Capitégvertheless, it is possible that we may
not be given the opportunity to participate in aarinvestments made by investment funds manageaavegtment managers affiliated with
Ares Capital Management.

We pay management and incentive tieédges Capital Management, and reimburse Arest@ladianagement for certain expenses it
incurs. As a result, investors in our common steidkinvest on a gross basis and receive distriimgion a net basis after expenses, resulting
in, among other things, a lower rate of return thaa might achieve through direct investments.

Ares Capital Management's managefigenis based on a percentage of our total assbisr (inan cash or cash equivalents but
including assets purchased with borrowed funds)fmed Capital Management may have conflicts ofregein connection with decisions t
could affect the Company's total assets, such @isides as to whether to incur debt.
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The incentive fees payable to ouestment adviser are subject to certain hurdlegsh&@xtent we or Ares Capital Management are
able to exert influence over our portfolio companidese hurdles may provide Ares Capital Manage(sebject to its fiduciary duty to us)
with an incentive to induce our portfolio compantesccelerate or defer interest or other obligetiowed to us from one calendar quarter to
another under circumstances where accrual wouldtherwise occur, such as acceleration or defefrdide declaration of a dividend or the
timing of a voluntary redemption.

Acceleration of obligations may resnlstockholders recognizing taxable gains eathian anticipated, while deferral of obligations
creates incremental risk of an obligation becomingollectible in whole or in part if the issuertb&é security suffers subsequent deterioration
in its financial condition. Any such inducementtbg investment adviser solely for the purpose @istohg the incentive fees would be a
breach of the investment adviser's fiduciary datyg.

The part of the incentive fee paydiyais that relates to our pre-incentive fee netstment income is computed and paid on income
that may include interest that is accrued but motrgceived in cash. If a portfolio company defawoh a loan that is structured to provide
accrued interest, it is possible that accrued @stepreviously used in the calculation of the itisenfee will become uncollectible.

Pursuant to a separate administratgreement, Ares Administration, an affiliate oeArCapital Management, furnishes us with
office space and we pay Ares Administration ounadble portion of overhead and other expensesriediny Ares Administration in
performing its obligations under the administrategreement, including rent and our allocable portibthe cost of our officers and their
respective staffs. However, we have entered imevalease and as of July 2006 will lease new officdities directly (the "New Office
Space") from a third party. In addition, we havéeeed into a sublease with Ares Management LLC eifieAres Management will sublease
approximately 25% of the New Office Space for &fixent equal to 25% of the basic annual rent day@abus under the new lease, plus
certain additional costs and expenses. As a rebthiese arrangements, there may be times whemahagement team of Ares Capital
Management has interests that differ from thosseuofstockholders, giving rise to a conflict.

Our stockholders may have conflictimgestment, tax and other objectives with respetteir investments in us. The conflicting
interests of individual stockholders may relatetarise from, among other things, the nature ofiovestments, the structure or the
acquisition of our investments, and the timing ispdsition of our investments. As a consequenceflicts of interest may arise in connect
with decisions made by our investment adviser uidiclg with respect to the nature or structuringaf investments, that may be more
beneficial for one stockholder than for anothecktmlder, especially with respect to stockholdedividual tax situations. In selecting and
structuring investments appropriate for us, ouestient adviser will consider the investment amdtgectives of Ares Capital and our
stockholders as a whole, not the investment, tattoer objectives of any stockholder individually.

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

Our investment adviser has not assuamg responsibility to us other than to rendersiierices described in the investment
management agreement, and it will not be respaméilblany action of our board of directors in deiclg to follow our investment adviser's
advice or recommendations. Pursuant to the invegtmanagement agreement, our investment adviseitsantnaging members, officers
and employees will not be liable to us for theitsaander the investment management agreemenntabiiéul misfeasance, bad faith, gross
negligence or reckless disregard in the performafitieeir duties. We have agreed to indemnify, ddfand protect our investment
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adviser and its managing members, officers and @yepk with respect to all damages, liabilitiesi£asd expenses resulting from acts of
investment adviser not arising out of willful miat@ance, bad faith, gross negligence or recklessgdied in the performance of their duties
under the investment management agreement. Thewzfions may lead our investment adviser to aatiiiskier manner when acting on our
behalf than it would when acting for its own accbun

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

Our investment adviser is entitlednientive compensation for each fiscal quartearirmmount equal to a percentage of the exce
our investment income for that quarter (before dédg incentive compensation, net operating lossekcertain other items) above a
threshold return for that quarter. Our pre-incemfiee net investment income for incentive compémsaiurposes excludes realized and
unrealized capital losses that we may incur irfig@l quarter, even if such capital losses raaudt net loss on our statement of operations for
that quarter. Thus, we may be required to pay amager incentive compensation for a fiscal quaven if there is a decline in the value of
our portfolio or we incur a net loss for that qeart

Under the investment advisory and agament agreement, we will defer cash paymentyfrarentive fee otherwise earned by our
investment adviser if, during the most recent flalircalendar quarter period ending on or priottte date such payment is to be made, the
sum of (a) our aggregate distributions to our stotders and (b) our change in net assets (definddtal assets less indebtedness) is less tha
8.0% of our net assets at the beginning of suclogeFhese calculations will be adjusted for angrshissuances or repurchases.

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

We and our portfolio companies afeject to regulation by laws at the local, state gautbral levels. These laws and regulations, as
well as their interpretation, may be changed fronetto time. Accordingly, any change in these lawsegulations, or their interpretation, or
any failure by us to comply with these laws or lagjans may adversely affect our business. As dised above, there is a risk that certain
investments that we intend to treat as qualifyisgests will be determined to not be eligible fortstreatment. Any such determination would
have a material adverse effect on our business.

Our ability to enter into transactions with our affiliates is restricted.

We are prohibited under the 1940 fé@tn knowingly participating in certain transactiowith our affiliates without the prior
approval of our independent directors. Any persat bwns, directly or indirectly, 5% or more of @utstanding voting securities is our
affiliate for purposes of the 1940 Act and we ageerally prohibited from buying or selling any setufrom or to such affiliate, absent the
prior approval of our independent directors. ThéQ8.ct also prohibits "joint" transactions with affiliate, which could include investments
in the same portfolio company (whether at the santéfferent times), without prior approval of omdependent directors. If a person
acquires more than 25% of our voting securitiesaveeprohibited from buying or selling any secufigm or to such person, or entering into
joint transactions with such person, absent ther pqpproval of the SEC(

RISKS RELATING TO OUR INVESTMENTS
Our investments may be risky, and you could lose labr part of your investment.

The debt that we invest in is typligalot rated by any rating agency, but we belidat tf such investments were rated, they woul
below investment grade (rated lower than "Baa3" by
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Moody's or lower than "BBB-" by Standard & Poorisidebtedness of below investment grade qualitggarded as having predominantly
speculative characteristics with respect to theess capacity to pay interest and repay principat. mezzanine investments may result in an
above average amount of risk and volatility or lobprincipal. We also invest in assets other theazzanine investments including first and
second lien loans, high-yield securities, U.S. goreent securities, credit derivatives and othercstired securities and certain direct equity
investments. These investments will entail addélaisks that could adversely affect our investnretarns. In addition, to the extent interest
payments associated with such debt are deferred,drbt will be subject to greater fluctuations@tue based on changes in interest rates.
Also, such debt could subject us to phantom incand,since we generally do not receive any casir rimaturity of the debt, the
investment is of greater risk.

In addition, investments in middleriket companies involve a number of significant siskcluding:

. these companies may have limited financial res@uacel may be unable to meet their obligations, fwhiay be accompanied
by a deterioration in the value of any collaterad @ reduction in the likelihood of us realizing/gjuarantees we may have
obtained in connection with our investment;

. they typically have shorter operating historiesroser product lines and smaller market shares luayer businesses, which
tend to render them more vulnerable to competitmtsons and market conditions, as well as gera@homic downturns;

. they typically depend on the management talentseffiodts of a small group of persons; therefore,death, disability,
resignation or termination of one or more of thesesons could have a material adverse impact opartfiolio company and,
in turn, on us;

. they generally have less predictable operatingtsesnay from time to time be parties to litigationay be engaged in rapidly

changing businesses with products subject to aauiis risk of obsolescence, and may require suitisti additional capital to
support their operations, finance expansion or taairtheir competitive position. In addition, oweeutive officers, directors
and our investment adviser may, in the ordinarys®wf business, be named as defendants in ldigatising from our
investments in the portfolio companies; and

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

When we invest in first and secomd Isenior loans or mezzanine debt, we may acquireawts or other equity securities as well.
Our goal is ultimately to dispose of such equitieiasts and realize gains upon our dispositioruoh snterests. However, the equity interests
we receive may not appreciate in value and, in faety decline in value. Accordingly, we may notdtde to realize gains from our equity
interests, and any gains that we do realize onligposition of any equity interests may not beisigt to offset any other losses we
experience.

Our portfolio is concentrated in a limited number o portfolio companies, which subjects us to a riskf significant loss if any of these
companies defaults on its obligations.

As of March 31, 2006, we were invdste48 portfolio companies. This number may bébigor lower depending on the amount of
our assets under management at any given time eineokditions and the extent to which we emplogtage, and will likely fluctuate over
time. A consequence of this limited number of inents is that the aggregate returns we realizebmaaignificantly adversely affected if a
small number of investments perform poorly or if meed to write down the value of any one investmgayond our income tax
diversification requirements, we do not
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have fixed guidelines for diversification, and auwestments could be concentrated in relatively pertfolio companies.

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

Many of our portfolio companies maydusceptible to economic slowdowns or recessindsray be unable to repay our loans
during these periods. Therefore, our mmrforming assets are likely to increase and thgevaf our portfolio is likely to decrease durirfgese
periods. Adverse economic conditions also may deseré¢he value of collateral securing some of camscand the value of our equity
investments. Economic slowdowns or recessions dealdl to financial losses in our portfolio and aréase in revenues, net income and
assets. Unfavorable economic conditions also cimalebase our funding costs, limit our access tacdptal markets or result in a decision by
lenders not to extend credit to us. These eventklqrevent us from increasing investments and larnoperating results.

A portfolio company's failure to sdf§i financial or operating covenants imposed bgmusther lenders could lead to defaults and,
potentially, acceleration of the time when the are due and foreclosure on its secured assetd) wbuld trigger cross-defaults under other
agreements and jeopardize our portfolio comparbjlgyato meet its obligations under the debt that hold and the value of any equity
securities we own. We may incur expenses to theneéxiecessary to seek recovery upon default oegotiate new terms with a defaulting
portfolio company.

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

If one of our portfolio companies wéo go bankrupt, even though we may have struttoue interest as senior debt, depending on
the facts and circumstances, including the extemtitich we actually provided managerial assistdaadbat portfolio company, a bankruptcy
court might recharacterize our debt holding andsdibate all or a portion of our claim to that ¢fier creditors. In addition, lenders can be
subject to lender liability claims for actions takey them where they become too involved in thedwer's business or exercise control over
the borrower. It is possible that we could beconigect to a lender's liability claim, including asesult of actions taken if we actually render
significant managerial assistance.

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

We invest primarily in privately-hed@mpanies. Generally, little public informationistg about these companies, and we are
required to rely on the ability of Ares Capital Magement's investment professionals to obtain adedufarmation to evaluate the potential
returns from investing in these companies. Thesgpemies and their financial information are notjeabto the Sarbanes-Oxley Act of 2002
and other rules that govern public companies. laweeunable to uncover all material informationwtibese companies, we may not make a
fully informed investment decision, and we may laseney on our investments. Also, privately-held pames frequently have less diverse
product lines and smaller market presence thaetargmpetitors, subjecting them to greater vulniétalto economic downturns. These
factors could affect our investment returns.
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Our portfolio companies may incur debt or issue eqity securities that rank equally with, or senior tq our investments in such
companies.

Our portfolio companies usually hamemay be permitted to incur, other debt, or issirer equity securities, that rank equally with,
or senior to, our investments. By their terms, sastruments may provide that the holders areledtib receive payment of dividends,
interest or principal on or before the dates oncivivve are entitled to receive payments in respleatioinvestments. These debt instruments
usually prohibit the portfolio companies from payiinterest on or repaying our investments in thenéand during the continuance of a
default under such debt. Also, in the event of Iweacy, liquidation, dissolution, reorganizationbmamkruptcy of a portfolio company, holders
of securities ranking senior to our investmentiat tportfolio company typically are entitled to eae payment in full before we receive any
distribution in respect of our investment. Aftepaging such holders, the portfolio company mayhee any remaining assets to use for
repaying its obligation to us. In the case of siiesrranking equally with our investments, we wbhhve to share on an equal basis any
distributions with other security holders in theetvof an insolvency, liquidation, dissolution, mganization or bankruptcy of the relevant
portfolio company.

Investments in equity securities involve a substaial degree of risk.

We may purchase common and othertygqacurities. Although common stocks have histdijogenerated higher average total
returns than fixed-income securities over the Itargn, common stocks also have experienced significanore volatility in those returns and
in recent years have significantly under performeddtive to fixed-income securities. The equitysé@ges we acquire may fail to appreciate
and may decline in value or become worthless an@bility to recover our investment will dependaur portfolio company's success.
Investments in equity securities involve a numiesignificant risks, including:

. any equity investment we make in a portfolio compeould be subject to further dilution as a resiithe issuance of
additional equity interests and to serious riska amior security that will be subordinate toiatlebtedness or senior securities
in the event that the issuer is unable to meethligations or becomes subject to a bankruptcygssc

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

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

There are special risks associatel imvesting in preferred securities, including:

. Preferred securities may include provisions thainitethe issuer, at its discretion, to defer disitions for a stated period
without any adverse consequences to the issuee twn a preferred security that is deferring isdributions, we may be
required to report income for tax purposes althotigls not yet received such income.

. Preferred securities are subordinated to debtrimg@f priority to corporate income and liquidatipayments, and therefore
will be subject to greater credit risk than debt.
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. Preferred securities may be substantially lessdithan many other securities, such as common stock).S. governmel
securities.

. Generally, preferred security holders have no gptights with respect to the issuing company, stthje limited exceptions.

Our incentive fee may induce Ares Capital Managemerto make certain investments, including speculati investments.

The incentive fee payable by us tesACapital Management may create an incentive fes £apital Management to make
investments on our behalf that are risky or moexafative than would be the case in the absensadf compensation arrangement. The
in which the incentive fee payable to our investtralviser is determined, which is calculated asragntage of the return on invested cag
may encourage our investment adviser to use legdmppcrease the return on our investments. Uoedain circumstances, the use of
leverage may increase the likelihood of defaulticlvlwould disfavor the holders of our common stdokaddition, the investment adviser
will receive the incentive fee based, in part, upencapital gains realized on our investmentsikdrthe portion of the incentive fee based on
income, there is no hurdle rate applicable to thrign of the incentive fee based on net capitadgaAs a result, the investment adviser may
have a tendency to invest more in investmentsatelikely to result in capital gains as compacethtome producing securities. Such a
practice could result in our investing in more spative securities than would otherwise be the cabéch could result in higher investment
losses, particularly during economic downturns. phag of the incentive fee payable by us that esléb our pre-incentive fee net investment
income will be computed and paid on income that malude interest that is accrued but not yet neain cash. If a portfolio company
defaults on a loan that is structured to provideraed interest, it is possible that accrued intgeesviously used in the calculation of the
incentive fee will become uncollectible. The invesht adviser is not under any obligation to reinskurs for any part of the incentive fee it
received that was based on accrued income thaewear meceive as a result of a default by an entityhe obligation that resulted in the
accrual of such income.

Because of the structure of the itiverfee, it is possible that we may have to paynaentive fee in a quarter where we incur a loss.
For example, if we receive pre-incentive fee neegiment income in excess of the hurdle rate fpraater, we will pay the applicable
incentive fee even if we have incurred a loss at tjuarter due to realized capital losses. In aiditf market interest rates rise, we may be
able to invest our funds in debt instruments tmavige for a higher return, which would increase pre-incentive fee net investment income
and make it easier for our investment adviser tpass the fixed hurdle rate and receive an inceriie based on such net investment inc«

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

Our investment strategy contemplatggntial investments in debt of foreign companiegesting in foreign companies may expose
us to additional risks not typically associatedwmiitvesting in U.S. companies. These risks incltitinges in exchange control regulations,
political and social instability, expropriation, jposition of foreign taxes, less liquid markets &g$ available information than is generally
the case in the United States, higher transactstscless government supervision of exchangekels@nd issuers, less developed
bankruptcy laws, difficulty in enforcing contractwbligations, lack of uniform accounting and airdjtstandards and greater price volatility.

Although most of our investments vl U.S. dolladenominated, our investments that are denominatadareign currency will b
subject to the risk that the value of a particelamrency will change in relation to one or moreestburrencies. Among the factors that may
affect currency values
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are trade balances, the level of short-term inteedss, differences in relative values of siméasets in different currencies, long-term
opportunities for investment and capital appreaiatand political developments. We may employ heglgeéchniques to minimize these risks,
but we cannot assure you that such strategiebwidiffective.

If we engage in hedging transactioves may expose ourselves to risks associated with sansactions. We may utilize instruments
such as forward contracts, currency options aretést rate swaps, caps, collars and floors to teele&dge against fluctuations in the relative
values of our portfolio positions from changes imrency exchange rates and market interest ratesobithese hedging instruments may
include counter-party credit risk. Hedging agamstecline in the values of our portfolio positiates not eliminate the possibility of
fluctuations in the values of such positions owpre losses if the values of such positions declkt@vever, such hedging can establish other
positions designed to gain from those same devadosnthereby offsetting the decline in the valisuzh portfolio positions. Such hedging
transactions may also limit the opportunity forrgdithe values of the portfolio positions shoutdiease. Moreover, it may not be possible to
hedge against an exchange rate or interest ratieifition that is so generally anticipated that weermt able to enter into a hedging transac
at an acceptable price.

The success of our hedging transastiaill depend on our ability to correctly predisbvements, currencies and interest rates.
Therefore, while we may enter into such transastionseek to reduce currency exchange rate anésttte risks, unanticipated changes in
currency exchange rates or interest rates maytiiegpborer overall investment performance thamdéfhad not engaged in any such hedging
transactions. In addition, the degree of corretalietween price movements of the instruments usachiedging strategy and price movem
in the portfolio positions being hedged may vanarbbver, for a variety of reasons, we may not seastablish a perfect correlation betw
such hedging instruments and the portfolio holdinging hedged. Any such imperfect correlation mayent us from achieving the intended
hedge and expose us to risk of loss. In additiomaly not be possible to hedge fully or perfectjgiast currency fluctuations affecting the
value of securities denominated in non-U.S. cuiiembecause the value of those securities is likefluctuate as a result of factors not
related to currency fluctuations.

We will initially invest a portion of the net proceeds of offerings pursuant to this prospectus primalty in high-quality short-term
investments, which will generate lower rates of retrn than those expected from the interest generatedn first and second lien loans
and mezzanine debt.

We will initially invest a portion dhe net proceeds primarily in cash, cash equitaléhS. government securities and other high-
quality short-term investments. These securitieg e@n yields substantially lower than the incohme tve anticipate receiving once we are
fully invested in accordance with our investmenjectives. As a result, we may not be able to aghmw investment objectives and/or pay
any dividends during this period or, if we are dolelo so, such dividends may be substantially taven the dividends that we expect to pay
when our portfolio is fully invested. If we do n@alize yields in excess of our expenses, we mayr iaperating losses and the market price
of our shares may decline.

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

We make both debt and minority equnitsestments; therefore, we are subject to thethiaka portfolio company may make business
decisions with which we disagree, and the stockdrsldnd management of such company may take niskberwise act in ways that do not
serve our interests. As a result, a portfolio comypmay make decisions that could decrease the wdlaer portfolio holdings.
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Our board of directors may change our operating pdties and strategies without prior notice or stockhlder approval, the effects of
which may be adverse.

Our board of directors has the authoo modify or waive our current operating poéisiand our strategies without prior notice and
without stockholder approval. We cannot predictaffect any changes to our current operating psdieind strategies would have on our
business, operating results and value of our stdoluever, the effects might be adverse, which coelgiatively impact our ability to pay you
dividends and cause you to lose all or part of youestment.

RISKS RELATING TO OFFERINGS PURSUANT TO THIS PROSPECTUS
There is a risk that you may not receive dividendsr that our dividends may not grow over time.

We intend to make distributions oquarterly basis to our stockholders out of assgjally available for distribution. We cannot
assure you that we will achieve investment reghls will allow us to make a specified level of leaistributions or year-to-year increases in
cash distributions. In addition, due to the asegttage test applicable to us as a BDC, we mainbtet in our ability to make distributions.
Further, if we invest a greater amount of asse&jirity securities that do not pay current dividenticould reduce the amount available for
distribution. See "Distributions.”

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

The Maryland General Corporation Law;, charter and our bylaws contain provisions thay discourage, delay or make more
difficult a change in control of Ares Capital oethremoval of our directors. We are subject to treayand Business Combination Act, subject
to any applicable requirements of the 1940 Act. tnard of directors has adopted a resolution exieignfitom the Business Combination Act
any business combination between us and any oéisop, subject to prior approval of such businessiination by our board, including
approval by a majority of our disinterested direstdf the resolution exempting business combimetiis repealed or our board does not
approve a business combination, the Business CatidmAct may discourage third parties from trytngacquire control of us and increase
the difficulty of consummating such an offer. Oytaws exempt from the Maryland Control Share Actigis Act acquisitions of our stock
by any person. If we amend our bylaws to repeaktteamption from the Control Share Acquisition Abg Control Share Acquisition Act a
may make it more difficult for a third party to alt control of us and increase the difficulty oheammating such an offer.

We have also adopted measures thatmae it difficult for a third party to obtain ctol of us, including provisions of our charter
classifying our board of directors in three classawing staggered three-year terms, and provigibosr charter authorizing our board of
directors to classify or reclassify shares of daclk in one or more classes or series, to causisshance of additional shares of our stock,
to amend our charter, without stockholder apprawaincrease or decrease the number of shareeak stat we have authority to issue. Tr
provisions, as well as other provisions of our tdraand bylaws, may delay, defer or prevent a #&etien or a change in control that might
otherwise be in the best interests of our stocldrsld

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

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

The market price and liquidity of timarket for shares of our common stock may be Bogmitly affected by numerous factors, some
of which are beyond our control and may not beatliyeelated to our operating performance. Thes#fa include:

. significant volatility in the market price and tiad volume of securities of business developmentganies or other compan
in our sector, which are not necessarily relatetthéooperating performance of these companies;

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

. changes in regulatory policies or tax guidelinestipularly with respect to RICs or business deprient companies;
. loss of RIC status;

. changes in earnings or variations in operatinglt&su

. changes in the value of our portfolio of investnsent

. any shortfall in revenue or net income or any iaseein losses from levels expected by investoseourities analysts;
. departure of Ares Capital Management's key perdpnne

. operating performance of companies comparable;to us

. general economic trends and other external facions;

. loss of a major funding source.

In the past, following periods of &blity in the market price of a company's secasfisecurities class action litigation has ofteenbe
brought against that company. If our stock pricetilates significantly, we may be the target ofisigies litigation in the future. Securities
litigation could result in substantial costs andedi management's attention and resources frorbuginess.

We may allocate the net proceeds from offerings iways with which you may not agree.

We will have significant flexibilityn investing the net proceeds of offerings pursuarhis prospectus and may use the net proceed:

in ways with which you may not agree or for purgosther than those contemplated at the time of etfehing.

Our shares may trade at discounts from net asset itee.

Shares of closed-end investment comegdrequently trade at a market price that is than the net asset value that is attributable to
those shares. This characteristic of closad-investment companies is separate and distimet the risk that our net asset value per share
decline. It is not possible to predict whether shares offered hereby will trade at, above, orbelet asset value.

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

We expect the public offering prideoar shares to be higher than the book value paresof our outstanding common stock.
Accordingly, investors purchasing shares of comistogk in offerings pursuant to this prospectus paly a price per share that exceeds the
tangible book value per share after such offering.
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Sales of substantial amounts of our common stock ihe public market may have an adverse effect on éhmarket price of our common
stock.

Sales of substantial amounts of @ammon stock, or the availability of such sharessfle, could adversely affect the prevailing
market prices for our common stock. If this occamsl continues, it could impair our ability to rassiditional capital through the sale of
equity securities should we desire to do so.
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FORWARD-LOOKING STATEMENTS

Some of the statements in this progeconstitute forward-looking statements, whielate to future events or our future
performance or financial condition. The forward#kow statements contained in this prospectus irevabks and uncertainties, including
statements as to:

. our future operating results;

. our business prospects and the prospects of otfoli@companies;

. the impact of investments that we expect to make;

. our contractual arrangements and relationships thitd parties;

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

. our expected financings and investments;

. the adequacy of our cash resources and workingatapi

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

the ability of Ares Capital Management to locatitale investments for us and to monitor and adsbténiour investments.

We use words such as "anticipatdsliéves," "expects," "intends" and similar exprass to identify forward-looking statements.
Our actual results could differ materially from #leoprojected in the forward-looking statementsafoy reason, including the factors set forth
in "Risk Factors" and elsewhere in this prospectus.

We have based the forward-lookingesteents included in this prospectus on informatieailable to us on the date of this
prospectus, and we assume no obligation to upagtswech forward-looking statements. Although weentake no obligation to revise or
update any forward-looking statements, whetherrasalt of new information, future events or othiseyyou are advised to consult any
additional disclosures that we may make directlydo or through reports that we have filed or i@ thture may file with the SEC, including
annual reports on Form 10-K, quarterly reports om=10-Q and current reports on Form 8-K.

You should understand that underiSest27A(b)(2)(B) and (D) of the Securities Actl&f33 (the "Securities Act") and Sections 21E
(b)(2)(B) and (D) of the Exchange Act, the "safeboa” provisions of the Private Securities LitigatiReform Act of 1995 do not apply to
statements made in connection with this offering.
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USE OF PROCEEDS

Unless otherwise specified in a peasps supplement, we intend to use the net prodemtsthe sale of our securities for general
corporate purposes, which includes investing irfplio companies in accordance with our investradjectives and strategies and repaying
indebtedness, if any, incurred under our Facilifidee supplement to this prospectus relating toféering may more fully identify the use of
the proceeds from such offering. We anticipate siidstantially all of the net proceeds of an offgrof securities pursuant to this prospectus
will be used for the above purposes within two gedepending on the availability of appropriatesistinent opportunities consistent with our
investment objectives and strategies and marketittons.

We intend to invest primarily in fitand second lien senior loans and mezzanine debidolle market companies, each of which
may include an equity component, and, to a lesdeng in equity securities in such companies.ddition to such investments, we may
invest up to 30% of the portfolio in opportunistiwestments, including high-yield bonds, debt aquity securities in collateralized debt
obligation vehicles, distressed debt or equity gdea of public companies. As part of this 30%, mvay also invest in debt of middle market
companies located outside of the United States;iwimvestments are not anticipated to be in exaB$8% of the portfolio. Pending such
investments, we will invest a portion of the neaq@eds primarily in cash, cash equivalents, U.8egonent securities and other high-quality
short-term investments. These securities may dafdsysubstantially lower than the income that wicgpate receiving once we are fully
invested in accordance with our investment objestiAs a result, we may not be able to achievénvastment objectives and/or pay any
dividends during this period or, if we are ableltoso, such dividends may be substantially lowan tine dividends that we expect to pay
when our portfolio is fully invested. If we do n@alize yields in excess of our expenses, we mayr iaperating losses and the market price
of our shares may decline. See "Regulation—Tempdraestments” for additional information about fmrary investments we may make
while waiting to make longer-term investments imsuit of our investment objectives.
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PRICE RANGE OF COMMON STOCK AND DISTRIBUTIONS

Our common stock is quoted on The BA® National Market under the symbol "ARCC." We quated our initial public offering
in October 2004 at the price of $15.00 per shaiier B such date there was no public market farammmon stock. Our common stock
continues to trade in excess of net asset valuereltan be no assurance, however, that our shdtesmtinue to trade at a premium to our

net asset value.

The following table sets forth thaga of high and low closing prices of our commarctktas reported on The NASDAQ National
Market and the dividends declared by us for eastafiquarter since our initial public offering. Téteck quotations are interdealer quotations
and do not include markups, markdowns or commisséomd may not necessarily represent actual traoeact

P_remium/ P_remium/
Ducourtol  piscountef
Price to Sales Price to Cash Dividend Per
NAV(1) High Low NAV NAV Share(2)
Fiscal 2004
Fourth quarte $ 14.4:$ 197t $  15.0C 136.9% 104.7% $ 0.3C
Fiscal 2005
First quartel $ 149¢$ 18.7¢$ 15.5i 125.%% 104.(% $ 0.3C
Second quarte $ 1497 $ 1814 3%  15.9¢ 121.29% 106.% $ 0.3
Third quartel $ 15.0¢ $ 19.2F $ 16.1¢ 127.% 107.2% $ 0.34
Fourth quarte $ 15.0: $ 16.7¢ $  15.0¢ 111.9% 100.2% $ 0.34
Fiscal 2006
First quartel $ 1502 $ 1797 $ 16.2¢ 119.6% 108.(% $ 0.3¢€
Second quarter (through May 10,
2006) $ * $ 1731 % 16.8( * * $ 0.3¢

Q) Net asset value per share is determined as ofastadhy in the relevant quarter and therefore mayyraflect the net asset value per
share on the date of the high and low closing spfeses. The net asset values shown are basedtstanding shares at the end of
each period.

2 Represents the dividend declared in the specifigdtgr.

* Net asset value has not yet been calculated ferpéiiod.

On May 10, 2006, the last reportddssarice of our common stock on The NASDAQ Natldviarket was $17.00 per share. As of
May 4, 2006, we had 6 stockholders of record (idicig Cede & Co.).

We currently intend to distribute cpealy dividends to our stockholders. Our quarteliyidends, if any, will be determined by our
board of directors. On December 16, 2004, we dedlan initial dividend of $0.30 per share for therth quarter of 2004, which was
comprised of $0.29 ordinary income and $0.01 retdircepital. On February 23, 2005, we declaredvaldnd of $0.30 per share for the first
quarter of 2005 and on June 20, 2005, we decladeddend of $0.32 per share for the second quaft@005. On September 6, 2005, we
declared a dividend of $0.34 per share for thalthirarter of 2005. On December 12, 2005, we detlamdividend of $0.34 per share for the
fourth quarter of 2005. On February 28, 2006, weated a dividend of $0.36 per share for the firsrter of 2006. On May 8, 2006, we
declared a dividend of $0.38 per share for thersgcuarter of 2006. Because of our limited opegahiistory, these are the only dividends to
date that we have declared on our common stock.
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To maintain our RIC status, we mustribute an amount equal to at least 90% of odinarry income and realized net short-term
capital gains in excess of realized net long-teapital losses, if any, reduced by deductible expgnsut of the assets legally available for
distribution. To avoid certain excise taxes impose®RICs, we are generally required to distributaérdy each calendar year an amount at
least equal to the sum of (1) 98% of our ordinagoime for the calendar year, (2) 98% of our capis@hs in excess of capital losses for the
one-year period ending on October 31 of the caleyelar and (3) any ordinary income and net cagiats for preceding years that were not
distributed during such years. If this requiremisniot met, we will be required to pay a nondediletexcise tax equal to 4% of the amount
by which 98% of the current year's taxable incomeeeds the distribution for the year. The taxabt®me on which an excise tax is paid is
generally carried forward and distributed to stamkrs in the next tax year. Depending on the lef¢éhxable income earned in a tax year
may choose to carry forward taxable income in exocégurrent year distributions into the next taayand pay a 4% excise tax on such
income, as required. As of March 31, 2006, oursxtax liability was approximately $99,000.

We cannot assure you that we willieh results that will permit the payment of angltdistributions and, if we incur indebtedness
or issue senior securities, we will be prohibitemhf making distributions if doing so causes usaibtb maintain the asset coverage ratios
stipulated by the 1940 Act or if distributions éireited by the terms of any of our borrowings.

We maintain an "opt out" dividendmgstment plan for our common stockholders. Assalteif we declare a dividend, then
stockholders' cash dividends will be automaticediyvested in additional shares of our common stanless they specifically "opt out" of 1
dividend reinvestment plan so as to receive cagletids. See "Dividend Reinvestment Plan."
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITIONS AND
RESULTS OF OPERATIONS

The information contained in this section shouldd®d in conjunction with the Selected Financiatl@ther Data and our financit
statements and notes thereto appearing elsewhetlasiprospectus and any prospectus supplements.

OVERVIEW

We were incorporated in Maryland gorif16, 2004 and initially funded on June 23, 2004 commenced material operations on
October 8, 2004, when we completed our initial mubffering (the "IPO") of 11,000,000 common shamssing net proceeds of
$159.8 million. On March 23, 2005, we completechdd-on offering of 12,075,000 shares of commonkst@ising net proceeds of
$183.9 million. On October 18, 2005, we completedcdditional add-on offering of 14,500,000 sharfesommmon stock, raising net proceeds
of approximately $213.8 million. Our investment@dtjves are to generate both current income anithtappreciation through debt and
equity investments. We invest primarily in firstdagecond lien senior loans and long-term mezzatéhe, which in some cases may include
an equity component, and, to a lesser extent, uityetpvestments in U.S. private middle market camigs.

We are an externally managed, spgdialance company that is a closed-end, non-difledssmanagement investment company and
that is a BDC. As a BDC, we are required to convaly certain regulatory requirements. For instamee generally have to invest at least
70% of our total assets in "qualifying assets,luding securities of private U.S. companies, caakh equivalents, U.S. government secu
and high-quality debt investments that mature ia p@ar or less.

We have elected to be treated agualated investment company, or a RIC, under Suliehap of the Internal Revenue Code of
1986, as amended. To qualify as a RIC, we mustngmther things, meet certain source-of-incomeaasett diversification requirements.
Pursuant to this election, we generally will notédo pay corporate-level taxes on any incomewleatlistribute to our stockholders.

CRITICAL ACCOUNTING POLICIES
Basis of Presentation

The accompanying consolidated finalhstiatements have been prepared on the accrualdfaccounting in conformity with
accounting principles generally accepted in thetdthStates, and include the accounts of the Comaadyts wholly owned subsidiaries. The
consolidated financial statements reflect all atpests and reclassifications which, in the opiredmanagement, are necessary for the fair
presentation of the results of the operations arah€ial condition for the periods presented. Adh#icant intercompany balances and
transactions have been eliminated.

Cash and Cash Equivalents

Cash and cash equivalents includetg¢bom, liquid investments in a money market fuBdsh and cash equivalents are carried at
cost which approximates fair value.

Concentration of Credit Risk

The Company places its cash and egalvalents with financial institutions and, at¢isn cash held in money market accounts may
exceed the Federal Deposit Insurance Corporatsuréa limit.
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I nvestments

Investment transactions are recoatethe trade date. Realized gains or losses arpuiech using the specific identification method.
We carry our investments at fair value, as deteechioy our board of directors. Investments for whitdrket quotations are readily available
are valued at such market quotations. Debt andyegecurities that are not publicly traded or whsgket price is not readily available are
valued at fair value as determined in good faittobyboard of directors based on the input of auestment adviser and audit committee i
where appropriate, an independent valuation firhe flypes of factors that we may take into accauffair value pricing of our investments
include, as relevant, the nature and realizableevaf any collateral, the portfolio company's apito make payments and its earnings and
discounted cash flow, the markets in which thefpbot company does business, comparison to publielgled securities and other relevant
factors.

When an external event such as ahaseetransaction, public offering or subsequenityggale occurs, we 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 vatraprocess. Due to the inherent uncertainty ¢éheining the fair value of investments t
do not have a readily available market value, #ievialue of our investments may differ signifidgrftom the values that would have been
used had a ready market existed for such investmant the differences could be material.

With respect to investments for whichrket quotations are not readily available, aarl of directors undertakes a multi-step
valuation process each quarter, as described below:

. Our quarterly valuation process begins with eaatfplado company or investment being initially vatliey the investment
professionals responsible for the portfolio invesitin

. Preliminary valuation conclusions are then documemaind discussed with our senior management.

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

. The board of directors discusses valuations aretiates the fair value of each investment in outfplio in good faith based
on the input of our investment adviser and auditimittee and, where appropriate, an independenttiatufirm.

I nterest Income Recognition

Interest income, adjusted for amattan of premium and accretion of discount, is rded on an accrual basis to the extent that suct
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 after it isetenined that interest is no longer collectible, wil treat the cash as payment on the principal
balance until the entire principal balance has vepaid, before any interest income is recognibéscounts and premiums on securities
purchased are accreted/amortized over the lifa@fdéspective security using the effective yieldhrod. The amortized cost of investments
represents the original cost adjusted for the déicecref discounts and amortizations of premium onds.
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Payment in Kind | nterest

The Company has loans in its portfthiat contain a payment-in-kind ("PIK") provisiorhe PIK interest, computed at the
contractual rate specified in each loan agreenieatided to the principal balance of the loan awdnded as interest income. To maintain the
Company's status as a RIC, this non-cash souriceaie must be paid out to stockholders in the fofmividends, even though the
Company has not yet collected the cash.

Capital Structuring Service Fees

The Company's Investment Adviser sd@elprovide assistance to the portfolio compame&®nnection with the Company's
investments and in return the Company may receigs for capital structuring services. These feemarmally paid at the closing of the
investments, are generally non-recurring and aregeized as revenue when earned upon closing dfilestment. The services that the
Company's Investment Adviser provides vary by itivest, but generally consist of reviewing existargdit facilities, arranging bank
financing, arranging equity financing, structuriitgancing from multiple lenders, structuring finamg from equity investors, restructuring
existing loans, raising equity and debt capitatl providing general financial advice, which con@adipon closing of the loan. The
Company's Investment Adviser may also take a se#te@board of directors of a portfolio companypbserve the meetings of the board of
directors without taking a formal seat. Any sergicé the above nature subsequent to the closindgdwgmnerally generate a separate fee
payable to the Company. In certain instances wtier€€ompany is invited to participate as a co-lefml@ transaction and in the event that
the Company does not provide significant servioesinnection with the investment, a portion of Iée#s paid to the Company in such
situations may be deferred and amortized over stimated life of the loan.

Foreign Currency Trandation

The Company's books and records aiatained in U.S. dollars. Any foreign currency amts are translated into U.S. dollars on
following basis:

1) Market value of investment securities, other assetsliabilities—at the exchange rates prevailintha end of the day.

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

Although the net assets and theviaimes are presented at the foreign exchangeaathe end of the day, the Company does not
isolate the portion of the results of the operatigsulting from changes in foreign exchange rateimvestments from the fluctuations arising
from changes in fair value of investments. Suchtflations are included with the net realized anealized gains or losses from investments.
Foreign security and currency translations may lwvesgertain considerations and risks not typicakgociated with investing in U.S.
companies and U.S. Government securities. Thelsginslude but are not limited to revaluation ofremcies and future adverse political and
economic developments which could cause investmerkeir markets to be less liquid and prices marfatile than those of comparable
U.S. companies.

Offering Expenses
The Company's offering costs are gbdragainst the proceeds therefrom when received.
Debt I ssuance Costs

Debt issuance costs are being aneattizver the life of the related credit facility ngithe straight line method which approximates
the interest method.
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Federal Income Taxes

The Company has qualified and eleatsdiintends to continue to qualify for the tavatreent applicable to regulated investment
companies under Subchapter M of the Internal Rev&ude of 1986 (the "Code"), as amended, and, amwiteg things, has made and
intends to continue to make the requisite distidng to its stockholders which will relieve the Guemy from Federal income taxes. In order
to qualify as a RIC, among other factors, the Camypa required to timely distribute to its stockthets at least 90% of investment company
taxable income, as defined by the Code, for eaah. ye

Depending on the level of taxableoime earned in a tax year, we may choose to canafd taxable income 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 Compa
determines that its estimated current year anmaxabie income will be in excess of estimated curyear dividend distributions, the
Company accrues excise tax, if any, on estimatedssxtaxable income as taxable income is earned.

Our wholly owned subsidiaries ARCQOramtes Corporation ("ACC") and ARCC Cervantes L{’&CLLC") are subject to Federal
and state income taxes.

Dividends

Dividends and distributions to comnstockholders are recorded on the record dateaffwint to be paid out as a dividend is
determined by the board of directors each quarérsgenerally based upon the earnings estimat@dadmagement. Net realized capital
gains, if any, are generally distributed at leastually, although we may decide to retain suchtehpains for investment.

We have adopted a dividend reinvestrp&an that provides for reinvestment of our digttions on behalf of our stockholders, unl
a stockholder elects to receive cash. As a rasoltr board of directors authorizes, and we dexlarcash dividend, then our stockholders
have not "opted out" of our dividend reinvestmdanpwill have their cash dividends automaticalljnvested in additional shares of our
common stock, rather than receiving the cash dindde

Use of Estimatesin the Preparation of Financial Statements

The preparation of financial statetseén conformity with accounting principles gendgyalccepted in the United States requires
management to make estimates and assumptiondfiztttae reported amounts of actual and contingseéts and liabilities at the date of
financial statements and the reported amountsooihie or loss and expenses during the reportingghefictual results could differ from
those estimates. Significant estimates includevétheation of investments.

Fair Value of Financial | nstruments

The carrying value of the Companiiaricial instruments approximate fair value. Theyiag value of interest and open trade
receivables, accounts payable and accrued expesse®ll as the credit facility payable approxinmfaie value due to their short maturity.

PORTFOLIO AND INVESTMENT ACTIVITY

For the three months ended Marct2B06, we issued 13 new commitments in an aggregateint of $209.6 million
($193.6 million to new portfolio companies and $l&illion to existing portfolio companies) compatedive new commitments in an
aggregate amount of $56.8 million ($34.3 milliomw portfolio companies and $22.5 million to exigtportfolio companies) for the three
months ended March 31, 2005. During the three nsoetided March 31, 2006, we funded

40




$195.4 million of such commitments ($179.4 millimnnew portfolio companies and $16.0 million tostixig portfolio companies) compared
to $56.8 million of commitments ($34.3 million tew portfolio companies and $22.5 million to exigtportfolio companies) for the three
months ended March 31, 2005. We have remainingactial obligations for $14.2 million with respéatthe $14.2 million of commitments
issued and not funded as of March 31, 2006. Thghted average yield of new income producing ecggtyurities and debt funded in
connection with investments purchased during theetimonths ended March 31, 2006 and March 31, 2@85approximately 12.12% and
10.68%, respectively (computed as (a) annual statetest rate yield earned plus the net annuaktiration of original issue discount and
market discount earned on accruing loans and @ebtrisies, divided by (b) total income producingiig securities and debt at fair value).

For the three months ended March2806, the Company purchased (A) $151.5 million aggte principal amount of senior term
debt, (B) $31.6 million aggregate principal amoofsenior subordinated debt and (C) $12.3 millibmeestments in equity securities. For
the three months ended March 31, 2005, the Comparghased (1) $35.2 million aggregate principal amaf senior term debt,

(2) $15.6 million aggregate principal amount ofisesubordinated debt, (3) $5.8 million aggregaiagpal amount of senior notes and
(4) $0.3 million of investments in equity securstie

During the three months ended Marth2®06, (A) $17.9 million aggregate principal ambaf senior subordinated debt and
(B) $3.5 million aggregate principal amount of sgrierm debt were redeemed. Additionally, (1) $8illion of investments in equity
securities were sold and (2) $6.1 million aggregatecipal 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.

We believe that as of March 31, 2aB6,weighted average investment grade of theidedir portfolio is 3.1 (see "Business—
Ongoing Relationships With and Monitoring of PolidtaCompanies"” for more information about the invesnt grade system) and the
weighted average yield of such debt and incomeymiod equity securities is approximately 11.47%nfpated as (a) annual stated interest
rate or yield earned plus the net annual amortinadf original issue discount and market discoanbhed on accruing debt, divided by (b) t
income producing equity securities and debt atfaiue). As of March 31, 2006, the weighted averggkl on our entire portfolio was
11.07%. The weighted average yield on our senron tdebt, senior subordinated debt and income pindwenjuity securities was 11.05%,
14.76% and 8.29%, respectively. Of the senior teeint, the weighted average yield attributablerst fien senior term debt and second lien
term debt was 10.30% and 11.77%, respectively.

For the year ended December 31, 28@5ssued 31 new commitments in an aggregate anod$328.9 million ($464.9 million to
new portfolio companies and $64.0 million to exigtportfolio companies). During the year ended Dawmer 31, 2005, we funded
$504.3 million of such commitments ($440.3 millimnnew portfolio companies and $64.0 million tosixig portfolio companies). As of
December 31, 2005, we had remaining contractugatibns for $17.2 million with respect to the $4nillion of commitments issued and
not funded. The weighted average yield of new ine@roducing equity securities and debt funded imeation with such investments is
approximately 10.50% (computed as (a) annual siateckest rate or yield earned plus the net anamadrtization of original issue discount
and market discount earned on accruing debt, divide(b) total income producing securities and dglfair value).

For the year ended December 31, 2B@5Company purchased (a) $339.3 million aggregateipal amount of senior term debt,
(b) $76.6 million aggregate principal amount ofisen
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subordinated debt, (c) $61.4 million of investmentequity securities, (d) $18.0 million aggregpatcipal amount of senior notes and
(e) $9.0 million of investments in collateralizeelbd obligations.

During the same period, (1) $38.4ionlaggregate principal amount of senior term detat (2) $27.2 million aggregate principal
amount of senior subordinated debt were redeemeditidnally, (A) $25.0 million aggregate principainount of senior term debt,
(B) $14.0 million aggregate principal amount ofisemotes and (C) $3.5 million of investments iruidg securities were sold.

We believe that as of December 3D526he weighted average investment grade of theideur portfolio is 3.1 (see "Business—
Ongoing Relationships With and Monitoring of PolidaCompanies"” for more information about the inwesnt grade system) and the
weighted average yield of such income producingtgaecurities and debt is approximately 11.25%(pated as (a) annual stated interest
rate or yield earned plus the net annual amortinadf original issue discount and market discoanbhed on accruing debt, divided by (b) t
income producing equity securities and debt atfaiue). As of December 31, 2004, we believe thighted average investment grade of the
debt in our portfolio was 3.0 and the weighted ageryield of such debt and income producing egeturities was approximately 12.36%.

On September 16, 2004, we enteredantagreement with Royal Bank of Canada andfilsaéds ("RBC") whereby we agreed to
pay $250,000 to RBC to acquire a right to purclapertfolio of loans and equity investments conmpgsubstantially of BDC qualifying
assets (the "October Portfolio") that satisfy aweistment objectives.

Following the completion of our IP@ @ctober 8, 2004, we exercised our right to puselsubstantially all of the assets in the
October Portfolio from RBC for approximately $122n8lion. We purchased additional assets originaifuded in the October Portfolio
from RBC for approximately $18.5 million on Novemt3 2004.

Aside from the purchase of the Octdbertfolio, the Company also purchased (A) $52illan of senior term debt,
(B) $34.6 million of senior subordinated debt, )1 million of senior notes, (D) $0.3 million afestments in equity securities and
(E) $9.7 million of publicly traded fixed incomecsgities during the period from October 8, 2004 (tlate of the IPO and commencement of
substantial investment operations) through Decer@be2004.

In addition, we sold (i) $13.7 milti@f senior term debt, (ii) $8.9 million of sengwbordinated debt, (iii) $0.8 million of investme
in equity securities and (iv) $9.7 million of putdi traded fixed income securities during the pgfimm October 8, 2004 (the date of the IPO
and commencement of substantial investment opesjttbrough December 31, 2004. Also during thegaer(A) $6.9 million of senior term
debt and (B) $22.0 million of senior subordinatetbtdvere redeemed.
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RESULTS OF OPERATIONS
For the three months ended March 31, 2006 and March 31, 2005

Operating results for the three merghded March 31, 2006 and March 31, 2005 arellasvi

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 Stockholders' Equity Resulting Fperation: $ 13,843,03 $ 8,503,901

Investment Income

For the three months ended Marct2806, total investment income increased $14.4 onillor 251%, over the three months ended
March 31, 2005. For the three months ended Mar¢l2@a6, total investment income consisted of $h7ilBon in interest income from
investments, $2.3 million in capital structuring\dee fees and $231,000 in interest income fronih eagl cash equivalents. Interest income
from investments increased $12.3 million, or 2353417.5 million for the three months ended Mar&h2006 from $5.2 million for the
comparable period in 2005. The increase in inténesime from investments was primarily due to tieréase in the size of the portfolio. The
average investments, at fair value, for the quanteneased 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 structuringyse 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 MarcH2B06, total expenses increased $6.1 million, oe27@ver the three months ended March 31,
2005. Base management fees increased $1.7 mitlid21.2%, 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 1,1288%2.9 million for the three months ended Ma3&h 2006 from $238,000 for the
comparable period in 2005, primarily due to thedase 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 thedase in the borrowings outstanding. The averatganding borrowings during the quai
increased from $34.4 million for the three monthdedl March 31, 2005 to $82.9 million in the compéeaeriod in 2006. Amortization of
debt issuance costs increased $342,000, or 520840t6,000 for the three months ended March 31, 2@d6 $66,000 for the comparable
period in 2005, primarily due to the additional tislsuance costs incurred during the last twelvathmended March 31, 2006 as a result of
entering
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into the new Revolving Credit Facility and incremsthe borrowing capacity of the CP Funding Facilit

Income Tax Expense, Including Excise Tax

The Company has qualified and eleatgdiintends to continue to qualify and elect far tax treatment applicable to regulated
investment companies under Subchapter M of theraté&kevenue Code of 1986 (the "Code"), as amerat®t],among other things, has
made and intends to continue to make the requtebutions to its stockholders which will relethe Company from Federal income ta:

Depending on the level of taxableome earned in a tax year, we may choose to camnafd taxable income 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 Compa
determines that its estimated current year anmaxabie 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&three months ended March 31,
2006, a provision of approximately $99,000 was réed for Federal excise tax.

Our wholly owned subsidiaries ACC a@LLC are subject to Federal and state incomestaier the three months ended March
2006, we recorded a tax provision of approxima$dl§0,000 for these subsidiaries.

Net Unrealized Appreciation on Investments

For the three months ended Marc2806, the Company's investments had an increaset imnrealized appreciation of $1.5 milli
which primarily related to the increase in unreadizappreciation of $4.0 million for the Companygdstment in CICQ, LP offset by the
increase in unrealized depreciation of $2.4 millionthe Company's investment in Making Memoriesofébale, Inc. For the three months
ended March 31, 2005, the Company's investmentsihatcrease in net unrealized appreciation of $#liéon primarily related to the
anticipated gain of Reef Holdings, Inc. that wasrdually realized in the following quarter.

Net Realized Gains/Losses

During the three months ended Marth2®06, the Company had $37.3 million of salesrapdyments resulting in $611,000 of net
realized gains. During the three months ended Matgt2005, the Company had $9.7 million of salebr@payments resulting in $409,00(
net realized gains.

Net Increase in Stockholders' Equity Resulting FromOperations

Net increase in stockholders' equesulting from operations for the three months dndarch 31, 2006 was approximately
$13.8 million. Based on the weighted average shawestanding during the three months ended Mar¢l2@Q6, our net increase in
stockholders' equity resulting from operations g@nmon share was $0.36.

Net increase in stockholders' eqresulting from operations for the three months eéndarch 31, 2005 was approximately
$8.5 million. Based on the weighted average shauéstanding during the three months ended Marcl2@Q5, our net increase in
stockholders' equity resulting from operations g@nmon share was $0.69.
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For the year ended December 31, 2005, and the period from June 23, 2004 (inception) through December 31, 2004

Set forth below is a comparison of msults of operations for the year ended Decer@be2005 and the period from June 23, 2004
(inception) through December 31, 2004. We werenpa@ted on April 16, 2004, initially funded on &23, 2004 and commenced operat
in October 2004. Therefore, there is no prior mkrdgth which to compare the results of operatiarsiie period from June 23, 2004
(inception) through December 31, 2004.

For the Period
June 23, 2004

(inception)
Year Ended Through
December 31, 2005 December 31, 2004
Total Investment Incom $ 41,850,47 $ 4,380,84:
Net Realized and Unrealized Gain on Investm 14,727,27 475,39:
Total Expense (14,726,67) (1,665,75)
Net Increase in Stockholders' Equity Resulting floperation: $ 41,851,007 $ 3,190,48!

Per Share Dati
Net Increase in Stockholder's Equity Resulting fl@perations

Basic: $ 1.7¢ % 0.2¢
Diluted: $ 1.7¢  $ 0.2¢
Cash Dividend Declare $ 13C $ 0.3C
Total Assets $ 613,645,14 $ 220,455,61
Total Debt $ 18,000,000 $ 55,500,00
Total Stockholders' Equit $ 569,612,19 $ 159,708,30
Other Data
Number of Portfolio Companies at Period E 38 20
Principal Amount of Investments Purchasec $ 504,299,00 $ 234,102,00
Principal Amount of Investments Sold and Repayn@j $ 108,415,00 $ 52,272,00
Total Return Based on Market Value (10.60% 31.5%%
Total Return Based on Net Asset Value 12.0/% (1.80%
Weighted Average Yield of Income Producing Equic&ities and
Debt(5): 11.25% 12.3¢%

(1) The information presented for the period June PB4Xinception) through December 31, 2004 incluki40.8 million of the assets
purchased from Royal Bank of Canada and excludesiiBlion of publicly traded fixed income secueii.

(2)  The information presented for the period June BB4Xinception) through December 31, 2004 excl&$eg million of publicly trade
fixed income securities.

(3)  Total return based on market value for the yeaedrisecember 31, 2005 equals the decrease of tlegemdrket value at

December 31, 2005 of $16.07 per share over thengrmdarket value at December 31, 2004 of $19.43pare plus the declared
dividends of $1.30 per share for the year

45




Investment Income

Investment income for the year enBedember 31, 2005 was approximately $41.9 milliompared to approximately $4.4 million
for the period from June 23, 2004 (inception) tiylolecember 31, 2004. The increase was primandiy fthe use of the proceeds from the
add-on offerings completed in 2005 to fund add#idnvestments, and as a result of a full yearperations for the year ended December 31,
2005 as compared to our limited operations dutliegptrior period. For the year ended December 305 2vestment income consisted of
approximately $34.0 million in interest income framvestments, $1.5 million in interest income froash and cash equivalents, $745,000 in
dividend income, $5.2 million in capital structugiservice fees from the closing of newly originakeahs, and $447,000 in facility fees and
other income. Of the approximately $34.0 milliorinterest income from investments, non-cash PIErggt income was $3.1 million. For the
period from June 23, 2004 (inception) through Deoen81, 2004 investment income consisted of appratély $3.57 million in interest
income from investments, $39,000 in interest incdrmm cash and cash equivalents, $191,000 in didddecome, $542,000 in capital
structuring service fees from the closing of neadiginated loans, and $34,000 in facility fees atfter income. Of the approximately
$3.57 million in interest income from investmentsn-cash PIK interest income was $509,000

Operating Expenses

Total operating expenses for the yeated December 31, 2005 were approximately $1#lidmcompared to approximately
$1.7 million for the period from June 23, 2004 &ption) through December 31, 2004.

For the year ended December 31, 260&rating expenses consisted of approximately $8libn in base management fees,
$3.2 million in incentive management fees relatedre-incentive fee net investment income and $8X®in incentive management fees
related to realized capital gains compared to apprately $472,000 in base management fees, $600@@entive management fees related
to pre-incentive fee net investment income and®3®jn incentive management fees related to rehtiapital gains for the period from
June 23, 2004 (inception) through December 31, 2004 increase in base management fees and ineenéimagement fees related to pre-
incentive fee net investment income reflects tigaificantly increased size of our portfolio duritige year ended December 31, 2005 as a
result of the add-on offerings completed in 200t also reflects a full year of operations for ylear ended December 31, 2005 as compared
to our limited operations during the prior peridthe increase in incentive management fees relategbtized capital gains was a result of the
sales and paydowns of several investments duringehr ended December 31, 2005. Additionally, baseagement fees and incentive
management fees were only payable beginning onb@c® 2004 (the date of the IPO and the commenteaisubstantial investment
operations).

For the year ended December 31, 2@@&l, operating expenses also consisted of $888r00eneral and administrative expenses,
$1.4 million in professional fees, $310,000 foredior fees, $631,000 in insurance expenses, $llidnmn interest expense and facility fees,
$154,000 in interest payable to the investmentsatty 465,000 in amortization of debt issuance, &3it1,000 in other expense and $158
in excise tax related to excess taxable incomeethforward into 2006. For the period from June 2ZK)4 (inception) through December 31,
2004 total expenses consisted of $136,000 in geardsadministrative expenses, $336,000 in pradesdifees, $120,000 for director fees,
$162,000 in insurance expenses, $96,000 in intergsnse and facility fees, $41,000 in amortizatibdebt issuance cost, $8,000 in other
expense, and a one-time charge of $199,000 in maf@onal expenses. The increases are primarigsalt of the larger size of our portfolio
and also reflect a full year of operations for ylear ended December 31, 2005 as compared to thepariod.
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Net Realized Gains

During the year ended December 3052¢he Company had $118.8 million of sales andyeents resulting in $10.3 million of net
realized gains compared to the period from Jun2@34 (inception) through December 31, 2004 whiett $53.5 million of sales and
repayments resulting in $244,000 of net realizédgg& he increase in net realized gains was prignantesult of the sales and paydowns of
several investments during the year ended Dece81het005.

Net Change in Unrealized Appreciation on Investmers

During the year ended December 3052€the Company's investments had an increase innealized appreciation of $4.4 million
as compared to $231,000 for the period from Jup@@34 (inception) through December 31, 2004. Tiecesiase in net unrealized apprecia
was primarily a result of the appreciation of oneeistment offset by the depreciation of severatoivestments during the year ended
December 31, 2005.

Net Increase in Stockholders' Equity Resulting FromOperations

Net increase in stockholders' eqrésulting from operations for the year ended Deaarti, 2005 was approximately $41.9 million
compared to $3.2 million for the period from Jur3e 2004 (inception) through December 31, 2004. @tincrease in stockholders' equity
resulting from operations per common share fory#ber ended December 31, 2005 was $1.78 compafki28 for the period from June 23,
2004 (inception) through December 31, 2004.

FINANCIAL CONDITION, LIQUIDITY, AND CAPITAL RESOURC ES

On October 8, 2004, we completedIB@ of 11,000,000 shares of common stock at $18e®Ghare, less an underwriting discount
and commissions totaling $.675 per share. Arest@lddanagement agreed to pay the underwriters $225hare, or $2,475,000, in
underwriting and commissions on the Company's lhe¥isd were obligated to repay this amount, togetidr the accrued interest upon the
occurrence of one or more of the following evemtobefore October 8, 2007: (a) if during any foalendar periods ending on or after
October 8, 2005 the sum of (i) the aggregate distions to the stockholders and (ii) the changeeinassets (defined as total assets less
indebtedness) equals or exceeds 7.0% of the netsaststhe beginning of such period (as adjustedrig share issuances or repurchases) or
(b) upon the Company's liquidation. On March 8,208e Company's board of directors approved emgento an amended and restated
agreement with Ares Capital Management wherebythapany would be obligated to repay Ares Capitahddgement for the approximate
$2.5 million only if the conditions for repaymemtferred to above were met before the third annargref the IPO. In accordance with the
terms of the amended and restated agreement with @apital Management, in February 2006, we refhéddamount together with accrued
interest. We received approximately $159.8 milliomet proceeds from the IPO.

On March 23, 2005, we completed agh-@l public offering (the "Add-on Offering") of 175,000 shares of common stock
(including the underwriters' overallotment of 1,537 common shares) at $16.00 per share, lessdamwiriting discount and commissions
totaling $.72 per share. We received approximé&B3.9 million in proceeds net of underwriting afféring costs.

On October 18, 2005, we completedddtitional add-on public offering (the "October Add Offering") of 14,500,000 shares of
common stock at $15.46 per share, less an undergvdiscount and commissions totaling $0.6957 pares We received approximately
$213.8 million in proceeds net of underwriting afféring costs.

A portion of the proceeds from thedAgh Offering and the October Add-on Offering wasdito repay outstanding indebtedness
under the CP Funding Facility. The remaining unysedion
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of the proceeds from the Add-on Offering and Octokdd-on Offering has been used to fund investmensortfolio companies in
accordance with our investment objectives andegias.

As of March 31, 2006, December 302and December 31, 2004, the fair value of investsiand cash and cash equivalents, and
the outstanding borrowing under the Facilities wasdollows:

March 31, 2006 December 31, 2005 December 31, 2004

Cash and cash equivalel $ 19,034,28 $ 16,613,33 $ 26,806,16
Senior term dek 480,455,43 338,467,06 63,118,67.
Senior note! 10,000,00 10,000,00 5,997,64!
Senior subordinated de 144,489,39 130,042,69 78,169,59
Collateralized debt obligatior 17,184,25 17,386,56 8,281,76!
Equity securitie: 95,016,06 90,072,05 26,992,46

Total $ 766,179,43 $ 602,581,700 $ 209,366,30

Outstanding borrowing $ 185,200,000 $ 18,000,00 $ 55,500,00

In order to provide additional ligitidand to meet our investment objectives and egiats, in November 2004 we and Ares Capital
CP Funding LLC, a single member, special purpasetdd liability company, wholly owned by us ("Ar&apital CP"), entered into the CP
Funding Facility, pursuant to which our wholly ovahsubsidiary Ares Capital CP can obtain financimgtifie acquisition of loans from Ares
Capital as described in more detail in Note 8 toamnsolidated financial statements as of Decer@beR005.

The available amount for borrowinglanthe CP Funding Facility is $350.0 million ($éete 7 to the consolidated financial
statements as of March 31, 2006 for more detath®fCP Funding Facility arrangement). As of Mardh 2006, there was $109.2 million
outstanding under the CP Funding Facility. The @Rding Facility expires on November 1, 2006 unkgended prior to such date with the
consent of the lenders. The available amount fardwang under the Revolving Credit Facility is $280nillion (see Note 7 to the
consolidated financial statements as of March B0D6Zor more detail of the Revolving Credit Fagiliirrangement). As of March 31, 2006,
there was $76.0 million outstanding under the Rangl Credit Facility. The Revolving Credit Faciligkpires on December 28, 2010. For the
three months ending March 31, 2006, average tetata was $675.1 million.

In April 2005, the Company enteretbian amendment that increased the available anfioubbrrowing under the CP Funding
Facility from $150.0 million to $225.0 million and November 2005, the Company entered into an amentlthat further increased the
available amount for borrowing under the CP Fundiagility from $225.0 million to $350.0 million (seNote 8 to the consolidated financial
statements as of December 31, 2005 for more d#ttie CP Funding Facility arrangement).

As of December 31, 2005, the outstaggrincipal balance under the CP Funding Faciigs $18.0 million, which bears interest
rate equal to the commercial paper rate plus 76 Ipaénts. As of December 31, 2005, the commepagler rate was 4.3223%. As of
December 31, 2004, the outstanding principal balamdler the CP Funding Facility was approximaté&ly.$ million which bore interest at a
rate equal to the commercial paper rate plus 125 mwints. As of December 31, 2004, the commepagpkr rate was 2.3152%.

In December 2005, we entered intoRbeolving Credit Facility under which the lendbes/e agreed to extend credit to Ares Capital
in an initial aggregate principal amount not exdeg®250.0 million at any one time outstanding (Seee 8 to the consolidated financial
statements as of December 31, 2005 for more d#ttike Revolving Credit Facility arrangement). Aecember 31, 2005, there were no
amounts outstanding under the Revolving Creditlfaevhich bears an interest
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rate of LIBOR (one, two three or six month) plu®Xasis points, generally. As of December 31, 2685pne, two, three and six month
LIBOR were 4.39%, 4.48%, 4.54% and 4.70%, respelstiv

A summary of our contractual paymapiigations as of December 31, 2005 are as follows:

Payments Due by Period

Total Less than 1 year 1-3years 4-5years After 5 years

CP Funding Facility payab $ 18,000,00 $ 18,000,00 — — —
Revolving Credit Facility payabl — — — — _

OFF-BALANCE SHEET ARRANGEMENTS

As of March 31, 2006, the Company bachmitted to make a total of approximately $63illion of investments in various
revolving senior secured loans. As of March 31,&&37.5 million was unfunded. Included within $&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 Companydveulequired to make payments to third-party lieiaefes if the portfolio company
was to default on its related payment obligatigksof March 31, 2006, the Company had $2.3 milliostandby letters of credit issued and
outstanding on behalf of the portfolio companyywbiich no amounts were recorded as a liability anGompany's consolidated balance si
These letters of credit expire on September 306200t may be extended under substantially sinlans for additional ongear terms at th
Company's option until the revolving line of credihder which the letters of credit were issuedtungs on September 30, 2011.

As of December 31, 2005, the Compaay committed to make a total of approximately 848illion of investments in various
revolving senior secured loans. As of Decembe2B05, $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 portfaimpany, of which no amounts were recorded as difjabn the Company's consolidated
balance sheet. These letters of credit expire pieS®er 30, 2006, but may be extended under sutabasimilar terms for additional one-
year terms at the Company's option until the remghine of credit, under which the letters of dtedere issued, matures on Septembet
2011.

As of December 31, 2004, the Compaay committed to make a total of approximately $14illion of investments in various
revolving senior secured loans. As of Decembe£2804, $13.8 million was unfunded.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
We are subject to financial markeksi including changes in interest rates and theatians of our investment portfolio.
Interest Rate Ris

As of March 31, 2006, approximateb@@of the investments at fair value in our portioliere at fixed rates while approximately
61% were at variable rates. In addition, the CPdimFacility and the Revolving Credit Facility arariable rate borrowing facilities.

To illustrate the potential impactobfanges in interest rates, we have performedoltening analysis based on our March 31, 2006
balance sheet and assuming no changes in ourineesand borrowing structure. Under this analysis00 basis point increase in the var
base rates would
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result in an increase in interest income of appnately $4,981,000 and an increase in interest esgpeh$1,852,000 over the next 12 months.
A 100 basis point decrease in the various base vabeld result in a decrease in interest incomappfoximately $4,981,000 and a decrea
interest expense of $1,852,000 over the next 12mson

As of December 31, 2005, approximaB&i% of the investments at fair value in our paitf were at fixed rates while approximately
57% were at variable rates. In addition, the Faediare variable rate borrowing facilities.

To illustrate the potential impactobfanges in interest rates, we performed the faiguanalysis based on our December 31, 2005
balance sheet and assuming no changes in ourineesand borrowing structure. Under this analysis00 basis point increase in the var
base rates would result in an increase in inténesime of approximately $3,313,474 and an incr@aggerest expense of $180,000 over the
next 12 months. A 100 basis point decrease in &hews base rates would result in a decreaseeanesitincome of approximately $3,313,474
and a decrease in interest expense of $180,00Ctww@ext 12 months.

On January 7, 2005, we entered irtostless collar agreement in order to managexhesere to changing interest rates related to
the Company's fixed rate investments. The costleliar 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 wnel-month LIBOR exceeds 6.5%
and obligates us to pay an interest payment wheB-tmonth LIBOR is less than 2.72%. The costlefiarcesets quarterly based on the 3-
month LIBOR. As of March 31, 2006, the 3-month LIR@vas 5.00%. As of March 31, 2006, these derivathed no fair value. As of
December 31, 2005, the 3-month LIBOR was 4.54%0fA3ecember 31, 2005, these derivatives had nolire.

While hedging activities may mitigater exposure to adverse fluctuations in interat&s, certain hedging transactions that we may
enter into in the future, such as interest ratepsagaeements, may also limit our ability to pagi#de in the benefits of lower interest rates \
respect to our portfolio investments.

Portfolio Valuation

We carry our investments at fair eqlas determined by our board of directors. Investsifor which market quotations are readily
available are valued at such market quotationst Bieth equity securities that are not publicly tchde whose market price is not readily
available are valued at fair value as determinegbimd faith by our board of directors. The type$agtors that we may take into account in
fair value pricing of our investments include, akvant, the nature and realizable value of ankatghl, the portfolio company's ability to
make payments and its earnings and discountedficaghthe markets in which the portfolio companyeddusiness, comparison to publicly
traded securities and other relevant factors.

When an external event such as ahasectransaction, public offering or subsequenitygale occurs, we use the pricing indicated
by the external event to corroborate our privaigtgoyaluation. Because there is not a readily labée 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 vatraprocess. Due to the inherent uncertainty ¢éaheining the fair value of investments t
do not have a readily available market value, #ievialue of our investments may differ signifidgritom the values that would have been
used had a ready market existed for such invesgnant the differences could be material.

In addition, changes in the marketiemment and other events that may occur ovelifta®f the investments may cause the gair
losses ultimately realized on these investmenbetdifferent than the valuations currently assigned
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SENIOR SECURITIES

Information about our senior secastis shown in the following tables as of eachaeligear ended December 31 since the Fund
commenced operations, unless otherwise noted.&8pgwtrof our independent registered public accogrfirm on the senior securities table
of December 31, 2004 and December 31, 2005 isresthas an exhibit to the registration statememtto€h this prospectus is a part. The™—
indicates information which the SEC expressly doasrequire to be disclosed for certain types ofaesecurities.

Total Amount

Outstanding Involuntary
Exclusive of Asset Liquidating Average
Treasury Coverage Preference Market Value

Class and Year Securities(1) Per Unit(2) Per Unit(3) Per Unit(4)
CP Funding Facility
Fiscal 2006 (as of March 31, 2006, unaudit $ 109,200,00 $ 2,408.7¢ $ — N/A
Fiscal 2005 (as of December 31, 20 $ 18,000,00 $ 32,645.1. $ — N/A
Fiscal 2004 (as of December 31, 20 $ 55,500,000 $ 3,877.6: $ — N/A
Revolving Credit Facility
Fiscal 2006 (as of March 31, 2006, unaudi $ 76,000,000 $ 1,676.4. $ — N/A
Fiscal 2005 (as of December 31, 20 $ — 3 — $ — N/A

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

(2)  The asset coverage ratio for a class of senioriesurepresenting indebtedness is calculatediasansolidated total assets, less all
liabilities and indebtedness not represented biossecurities, divided by senior securities reprgisig indebtedness. This asset
coverage ratio is multiplied by $1,000 to deterntime Asset Coverage Per Unit. In order to deterrthirespecific Asset Coverage Per
Unit for each of the Facilities, the total Assetv€mge Per Unit was divided based on each Fasibitylount outstanding at the end of
the period.

(3)  The amount to which such class of senior securdyld/be entitled upon the involuntary liquidatiditioe issuer in preference to any
security junior to it.

(€] Not applicable, as senior securities are not reggstfor public trading.
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BUSINESS
GENERAL

Ares Capital is a specialty finanoenpany that is a closed-end, non-diversified mamesge investment company, regulated as a
BDC under the 1940 Act. We were founded in ApriD2@nd completed our initial public offering on Glo¢r 8, 2004. Ares Capital's
investment objectives are to generate both cumenime and capital appreciation through debt andtgivestments by primarily investing
in U.S. middle market companies, where we belieeesupply of primary capital is limited and theéstment opportunities are most
attractive.

We primarily invest in first and secblien senior loans and long-term mezzanine del#ome cases, we may also receive warrants
or options in connection with our debt investmefsr investments have generally ranged betweem$tlion and $50 million each,
although the investment sizes may be more or hessthe targeted range and are expected to grdwowitcapital availability. We also, to a
lesser extent, make equity investments in privatidla market companies. These investments are ginss than $10 million each (but
may grow with our capital availability) and are ay made in conjunction with loans we make to thesmpanies. In connection with our
investing activities, we may make commitments wéspect to indebtedness or securities of a potguarfolio company substantially in
excess of our final investment.

The first and second lien senior bbganerally have stated terms of three to ten y@aithe mezzanine debt investments generally
have stated terms of up to ten years, but the ¢éagaverage life of such first and second lien $o@md mezzanine debt is generally between
three and seven years. However, there is no limthe maturity or duration of any security in owrgfolio. The debt that we invest in
typically is not rated by any rating agency, buthedieve that if such investments were rated, theyld be below investment grade (rated
lower than "Baa3" by Moody's or lower than "BBBY Btandard & Poor's). We may invest without limitdebt of any rating, including
securities that have not been rated by any natioredognized statistical rating organization.

We believe that our investment advidees Capital Management, is able to leverages’Azerrent investment platform, resources
existing relationships with financial sponsorsafigial institutions, hedge funds and other investrfiems to provide us with attractive
investments. In addition to deal flow, the Aresdatment platform assists our investment advisanalyzing, structuring and monitoring
investments. Ares' senior principals have workegktioer for many years and have substantial exparigninvesting in senior loans, high
yield bonds, mezzanine debt and private equity. Cbepany has access to the Ares staff of approgignad investment professionals anc
the 33 administrative professionals employed bysAvbo provide assistance in accounting, legal, damge and investor relations.

While our primary focus is to generatirrent income and capital appreciation througlestments in first and second lien senior
loans and mezzanine debt and, to a lesser extgrity securities of private companies, we also magst up to 30% of the portfolio in
opportunistic investments. Such investments malpétecinvestments in high-yield bonds, debt and tycgécurities in collateralized debt
obligation vehicles and distressed debt or equityusties of public companies. We expect that thpeasic companies generally will have
debt that are nomvestment grade. As part of this 30% of the pdidfave may also invest in debt of middle marketng@anies located outsi
of the United States, which investments are natipated to be in excess of 10% of the portfolithat time such investments are made.

About Ares

Ares is an independent Los Angelesetdirm with approximately $10.8 billion of comieitl capital and over 100 employees as of
March 31, 2006. Ares was founded in 1997 by a gafugghly experienced investment professionals.

52




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

Ares is comprised of the followinggps:

. Capital Markets Group . The Ares Capital Markets Group currently manageariety of funds and investment vehicles that
have approximately $6.8 billion of committed cahitacusing primarily on syndicated senior secudhs, high yield bonds,
distressed debt, other liquid fixed income investtaeand other publicly traded debt securities.

. Private Debt Group . The Ares Private Debt Group manages the assétsesfCapital. The Private Debt Group focuses
primarily on non-syndicated first and second lienier loans and mezzanine debt.

. Private Equity Group . The Ares Private Equity Group manages ACOF, whiah approximately $2.8 billion of committed
capital as of March 31, 2006. ACOF generally mgk@gmte equity investments in companies in amosutsstantially larger
than the private equity investments anticipatebeanade by Ares Capital. The Private Equity Groapegally focuses on
control-oriented equity investments in under-cdjziéal companies or companies with capital strucissaes.

Ares' senior principals have beenkivay together as a group for many years and hawvarage of over 20 years of experience in
leveraged finance, private equity, distressed det¢stment banking and capital markets. They ackéd by a large team of highly-
disciplined professionals. Ares' rigorous investtregsproach is based upon an intensive, indeperiitanicial analysis, with a focus on
preservation of capital, diversification and actpartfolio management. These fundamentals undarks' investment strategy and have
resulted in large pension funds, banks, insuranogpanies, endowments and high net worth individimsasting in Ares funds.

Ares Capital Management

Ares Capital Management, our investhaglviser, is served by a dedicated originatiath teainsaction development team of 14
investment professionals, including our Presidstithael J. Arougheti, which team is augmented bgsAadditional investment
professionals, primarily its 23 member Capital MaskGroup. Ares Capital Management's investmennttiee has 5 members, including
Mr. Arougheti and 4 founding members of Ares. lliidn, Ares Capital Management leverages off cd\entire investment platform and
benefits from Ares' investment professionals' digaint capital markets, trading and research eigeedeveloped through Ares industry
analysts. Ares funds have made investments in @&0 companies in over 30 different industries emdently hold over 400 investments in
over 30 different industries.

MARKET OPPORTUNITY

We believe the environment for inuggtin middle market companies is attractive fa following reasons:

. We believe that many senior lenders have in repeaits de-emphasized their service and productindfeto middle-market
businesses in favor of lending to large corporliemts and managing capital markets transactions.

. We believe there is increased demand among pniwatdle market companies for primary capital. Mangafe market firms

have faced increased difficulty raising debt in ¢hpital markets, due to a continuing preferencésiger size high yield bond
issuances.
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. We believe there is a large pool of uninvestedate\equity capital for middle market companies. éjpect private equit
firms will seek to leverage their investments byndxining capital with senior secured loans and meireadebt from other
sources.

COMPETITIVE ADVANTAGES

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

Existing investment platform

Ares currently manages approxima$dl§.8 billion of committed capital in the relatesbat classes of syndicated loans, high yield
bonds, mezzanine debt and private equity. We belfaes' current investment platform provides a cetitipe advantage in terms of acces
origination and marketing activities and diligerioe Ares Capital.

Seasoned management team

Antony Ressler, Bennett Rosenthdind€issick and David Sachs are all founding membé#sres who serve on Ares Capital
Management's investment committee. These profealsitiave an average of over 20 years experieregénaged finance, including
substantial experience in investing in leveragea$ high yield bonds, mezzanine debt, distresebtlahd private equity securities. In
addition, our President, Michael J. Arougheti adsoves on the investment committee and leads aatediorigination and transaction
development team of 14 investment professionatduding Mr. Arougheti), which team is augmentedArgs' additional investment
professionals, primarily its 23 member Capital MaskGroup. As a result of Ares' extensive investre&perience, Ares and its senior
principals have developed a strong reputation énctipital markets. We believe that this experiaaffreds Ares Capital a competitive
advantage in identifying and investing in middlerked companies with the potential to generate p@sreturns.

Experience and focus on middle market companies

Ares has historically focused on stweents in middle market companies and we berrefit this experience. Our investment adv
uses Ares' extensive network of relationships witermediaries focused on middle market compaimetiding management teams,
members of the investment banking community, peiveuity groups and other investment firms with mh&res has had long-term
relationships. We believe this network enablesouetract well-positioned prospective portfolio qmany investments. In particular, our
investment adviser works closely with the Ares stwgent professionals who oversee a portfolio oéstments in over 400 companies and
provide access to an extensive network of relakijmssand special insights into industry trends #uedstate of the capital markets.

Disciplined investment philosophy

In making its investment decisions; mvestment adviser has adopted Ares' long-standionsistent investment approach that was
developed over 14 years ago by several of its fetsidires Capital Management's investment philog@pid portfolio construction involves
an assessment of the overall macroeconomic enventrfinancial markets and company-specific redeara analysis. Our investment
approach emphasizes capital preservation, lowiliplatnd minimization of downside risk. In additido engaging in extensive due diligence
from the perspective of a long-term investor, ABapital Management's approach seeks to reduceriskestments by focusing on:

. Businesses with strong franchises and sustainabipetitive advantages;
. Industries with positive long-term dynamics;
. Cash flows that are dependable and predictable;
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. Management teams with demonstrated track recomigemnomic incentive:
. Rates of return commensurate with the perceivéd;rend

. Securities or investments that are structured ajbropriate terms and covenants.

Extensive industry focus

We concentrate our investing acigtin industries with a history of predictable alegpendable cash flows and in which the Ares
investment professionals historically have had rsite investment experience. Since its inceptiohd87, Ares investment professionals
have invested in over 1,000 companies in over §8rdnt industries. Ares' Capital Markets Groupyides a large team of in-house analysts
with significant expertise and relationships inustties in which we are likely to invest. Ares istreent professionals have developed long-
term relationships with management teams and mamagisconsultants in these industries, as well bstaatial information concerning these
industries and potential trends within these indest The experience of Ares' investment profesdim investing across these industries
throughout various stages of the economic cyclgiges our investment adviser with access to ongoiagket insights and favorable
investment opportunities.

Flexible transaction structuring

We are flexible in structuring inwesnts, the types of securities in which we invest the terms associated with such investments.
The principals of Ares have extensive experiencewide variety of securities for leveraged compantiith a diverse set of terms and
conditions. This approach and experience shoultllermur investment adviser to identify attractimedstment opportunities throughout the
economic cycle and across a company's capitaltateiso that we can make investments consistehtowit stated objectives.

OPERATING AND REGULATORY STRUCTURE

Our investment activities are managgdres Capital Management and supervised by oarcbof directors, a majority of whom are
independent of Ares and its affiliates. Ares Cdpitanagement is an investment adviser that is tegid under the Advisers Act. Under our
investment advisory and management agreement, veedgaeed to pay Ares Capital Management an afrasa management fee based on
our total assets (other than cash and cash equntsalaut including assets purchased with borrowadd), and an incentive fee based on our
performance. See "Management—Investment AdvisodyNManagement Agreement."

As a BDC, we are required to compithweertain regulatory requirements. For example would not generally be permitted to
invest in any portfolio company in which Ares oyaof its affiliates currently has an investmentt{aligh we may co-invest on a concurrent
basis with funds managed by Ares, subject to canp# with existing regulatory guidance, applicablgulations and our allocation
procedures). Some of these co-investments wouldlmpermitted pursuant to an exemptive order fittenSEC and we have currently
determined not to pursue obtaining such an order.

Also, while we are permitted to ficannvestments using debt, our ability to use debimited in certain significant respects. We
borrow funds to make additional investments. SeegtRation." We have elected to be treated for f@idacome tax purposes as a regulated
investment company, or a RIC, under Subchapter M®fCode. See "Material U.S. Federal Income Taxstiierations."
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INVESTMENTS

We have created a diversified poidftthat includes first and second lien senior loand mezzanine debt by investing a range of
$10 million to $50 million of capital, on averagdthough the investment sizes may be more or led@ee expected to grow with our capital
availability. We also, to a lesser extent, maketggnvestments in private middle market companigsese investments are generally less
$10 million each (but may grow with our capital Bakility) and are usually made in conjunction wittans we make to these companies. In
connection with our investing activities, we mayka@ommitments with respect to indebtedness omie=uof a potential portfolio compat
substantially in excess of our final investmentatidition to originating investments, we may acginvestments in the secondary market.

Structurally, mezzanine debt usuedlyks subordinate in priority of payment to sedans and is often unsecured. However,
mezzanine debt ranks senior to common and prefeqattly in a borrowers' capital structure. Typigathezzanine debt has elements of both
debt and equity instruments, offering the fixedires in the form of interest payments associatel sgnior loans, while providing lenders an
opportunity to participate in the capital appreaoiatof a borrower, if any, through an equity insrérhis equity interest typically takes the
form of warrants. Due to its higher risk profiledaoften less restrictive covenants as comparedrimsloans, mezzanine debt generally earns
a higher return than senior secured debt. The warassociated with mezzanine debt are typicaligateble, which allows lenders to receive
repayment of their principal on an agreed amoitinaschedule while retaining their equity intenesthe borrower. Mezzanine debt also may
include a "put” feature, which permits the holdesell its equity interest back to the borrowea @rice determined through an agreed
formula.

In making an equity investment, iiéidn to considering the factors discussed belodeun "Investment Selection," we also consider
the anticipated timing of a liquidity event, suchaapublic offering, sale of the company or redéompdf our equity securities.

Our principal focus is investing irsf and second lien senior loans and mezzanineatel) to a lesser extent, equity capital, of
middle market companies in a variety of industrid/&® generally target companies that generate pesitish flows. Ares has a staff of 16
investment professionals who specialize in speifitistries. We generally seek to invest in comgaiffiom the industries in which Ares'
investment professionals have direct expertise.folh@wing is a representative list of the industrin which Ares has invested.

. Aerospace and Defense
. Airlines

. Broadcasting/Cable

. Cargo Transport

. Chemicals

. Consumer Products

. Containers/Packaging

. Education

. Energy

. Environmental Services
. Farming and Agriculture
. Financial
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Food and Beverac

Gaming

Health Care

Homebuilding

Lodging and Leisure
Manufacturing
Metals/Mining

Paper and Forest Products
Printing/Publishing

Retail

Restaurants

Supermarket and Drug
Technology

Utilities

Wireless and Wireline Telecom

However, we may invest in other irtdies if we are presented with attractive oppotiasi
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The industry and geographic informatdf the portfolio as of March 31, 2006, Decem®kr2005 and December 31, 2004, were as
follows:

March 31, December 31,
2006 2005 2004

Industry
Health Care 13.(% 13.1% 10.1%
Containers/Packagir 8.1 12.C 11.¢
Other Service 12.: 12.C 12.1
Consumer Produc 13.C 11.2 20.t
Environmental Service 8.7 11.C 10.¢
Restaurant 8.S 10.€ 0.C
Manufacturing 7.1 9.t 18.¢
Education 7.6 5.€ 0.C
Financial 2.3 3.C 4.5
Printing/Publishing 4.8 2.8 0.C
Aerospace and Defen 2.4 2.7 0.C
Cargo Transpol 1.7 2.1 0.C
Farming and Agricultur 1.4 1.8 0.C
Homebuilding 1.2 1.7 5.2
Broadcasting/Cabl 3.4 0.€ 0.C
Energy 0.C 0.C 5.9
Computers/Electronic 2.5 0.C 0.C
Beverages/Food/Tobac 1.3 0.C 0.C

Total 100.% 100.(%  100.(%
Geographic Region
West 36.1%  38.% 32.1%
Mid-Atlantic 19.7 24.% 11.€
Midwest 11.C 12.2 19.:
Northeas 9.¢ 11.2 16.4
Southeas 18.F 10.Z 12.¢
International 4. 3.C 7.8

Total 100.% 100.(%  100.(%

As a result of regulatory restricpme are not permitted to invest in any portfalianpany in which Ares or any affiliate currently
has an investment (although we may co-invest amaurrent basis with funds managed by Ares, sulbjecompliance with existing
regulatory guidance, applicable regulations andatlocation procedures). Some of these co-investsngauld only be permitted pursuant to
an exemptive order from the SEC and we have cuyrdatermined not to pursue obtaining such an order

In addition to such investments, wayrimvest up to 30% of the portfolio in opportuishvestments in high-yield bonds, debt and
equity securities in collateralized debt obligatiahicles, distressed debt or equity securitigsubllic companies. We expect that these public
companies generally will have debt that is non-strent grade. We also may invest in debt of midaieket companies located outside of
the United States, which investments are not goated to be in excess of 10% of the portfolio attttme such investments are made.

INVESTMENT SELECTION

Ares' investment philosophy was depetl over the past 14 years and has remained tamtdisroughout a number of economic
cycles. In managing the Company, Ares Capital Manant
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employs the same investment philosophy and postfolitnagement methodologies used by the investmefessionals of Ares in Ares'
private investment funds.

Ares Capital Management's investnpdriibsophy and portfolio construction involves:

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

The foundation of Ares' investmenilggophy is intensive credit investment analysistract sales discipline based on both market
technicals and fundamental valagented research and diversification strategy sAZapital Management follows a rigorous processdbas

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

. an analysis of business strategy and industry $;esmt

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

Ares Capital Management seeks totiffethose issuers exhibiting superior fundamentl-reward profiles and strong defensible
business franchises while focusing on relative @alfithe security across the industry as well astfe specific issuer.

Intensive due diligence

The process through which Ares Caplianagement makes an investment decision invaxéansive research into the target
company, its industry, its growth prospects analiity to withstand adverse conditions. If thaise investment professional responsible for
the transaction determines that an investment oppity should be pursued, Ares Capital Managemélhewgage in an intensive due
diligence process. Though each transaction wilbime a somewhat different approach, the regulardiligence steps generally to be
undertaken include:

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

. performing a detailed review of historical finarlgi@rformance and the quality of earnings;

. visiting headquarters and company operations aretingetop and middle level executives;

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

. conducting a competitive analysis, and comparieggluer to its main competitors on an operatiimgyicial, market share and

valuation basis;

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

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

. investigating legal risks and financial and accounsystems.
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Selective investment process

Ares Capital Management employs Acesdit recommendation process, which is focusesetectively narrowing investment
opportunities through a process designed to idetit# most attractive opportunities. Ares reviewd analyzes numerous investment
opportunities on behalf of its funds to determirf@chi investments should be consummated.

After an investment has been idegdifand diligence has been completed, a creditnasaad analysis report is prepared. This re
will be reviewed by the senior investment profesaldn charge of the potential investment. If seehior investment professional is in favor
of the potential investment, then it is presentethe investment committee. Members of the investrnemmittee have an average of over
20 years of experience in the leveraged financ&etsr The investment generally requires the sutiatatonsensus of the investment
committee. Additional due diligence with respecaty investment may be conducted on our behalttoyreeys and independent accountants
prior to the closing of the investment, as welb#ter outside advisers, as appropriate.

Investment structure

Once we have determined that a paisgeportfolio company is suitable for investmemg work with the management of that
company and its other capital providers, includgegior, junior, and equity capital providers, tasture an investment. We negotiate among
these parties to agree on how our investment is@gg to perform relative to the other capitahia portfolio company's capital structure.

Debt investments

We invest in portfolio companies paitity in the form of first and second lien senioahs and long-term mezzanine debt. The first
and second lien senior loans generally have tefrtig@e to ten years. We generally obtain secumiigrests in the assets of our portfolio
companies that will serve as collateral in suppbthe repayment of the first and second lien seleians. This collateral may take the forrr
first or second priority liens on the assets obefplio company.

We structure our mezzanine investsienimarily as unsecured, subordinated loans ttwatigle for relatively high, fixed interest ra
that provide us with significant current interestame. The mezzanine debt investments generally tegins of up to ten years. These loans
typically have interest-only payments in the egewrs, with amortization of principal deferred he {ater years of the mezzanine debt. In
some cases, we may enter into loans that, by tiweirs, convert into equity or additional debt ofedg@ayments of interest (or at least cash
interest) for the first few years after our investih Also, in some cases our mezzanine debt witidilateralized by a subordinated lien on
some or all of the assets of the borrower.

In some cases our debt investmentspravide for a portion of the interest payabld&payment-in-kind interest. To the extent
interest is payment-in-kind, it will be payabledhgh the increase of the principal amount of tlaa Iby the amount of interest due on the
then-outstanding aggregate principal amount of $o@h.

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

. requiring a total return on our investments (inahgdboth interest and potential equity apprecigtibiat compensates us for
credit risk;
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. incorporating "put” rights and call protection irttee investment structure; a

. negotiating covenants in connection with our inwestts that afford our portfolio companies as mdekilbility in managing
their businesses as possible, consistent with pratsen of our capital. Such restrictions may imgaffirmative and negative
covenants, default penalties, lien protection, geaof control provisions and board rights, inclgd&ither observation or
participation rights.

In general, Ares Capital Managemaaolides financial covenants and terms that rearirissuer to reduce leverage, thereby
enhancing credit quality. These methods inclugeanéiintenance leverage covenants requiring a deiageeatio of debt to cash flow;
(i) maintenance cash flow covenants requiringraangasing ratio of cash flow to the sum of inteesgiense and capital expenditures; and
(iiif) debt incurrence prohibitions, limiting a compy's ability to re-lever. In addition, limitations asset sales and capital expenditures shoulc
prevent a company from changing the nature ofutsr®ss or capitalization without consent.

Our debt investments may include Bojigatures, such as warrants or options to buynarity interest in the portfolio company.
Warrants we receive with our debt may require @nhominal cost to exercise, and thus, as a pasté@impany appreciates in value, we may
achieve additional investment return from this ggirterest. We may structure the warrants to gleyirovisions protecting our rights as a
minority-interest holder, as well as puts, or rigtd sell such securities back to the company, tipemccurrence of specified events. In many
cases, we also obtain registration rights in cotimeevith these equity interests, which may inclaggnand and "piggyback” registration
rights.

Equity investments

Our equity investments may consigprefferred equity that is expected to pay dividemds current basis or preferred equity that
does not pay current dividends. Preferred equitegly has a preference over common equity asstdlalitions on liquidation and
dividends. In some cases, we may acquire commoityetjugeneral, our equity investments are nottagroriented investments and in many
cases we acquire equity securities as part of apgob private equity investors in which we are tiat lead investor. With respect to preferred
or common equity investments, these investmentshéinze generally been less than $10 million eachrfiay grow with our capital
availability) and are usually made in conjunctioithwoans we make these companies. In many casesjilalso obtain registration rights in
connection with these equity interests, which nmepjude demand and "piggyback” registration rights.

ONGOING RELATIONSHIPS WITH AND MONITORING OF PORTFO LIO COMPANIES

Ares Capital Management closely mnamsieach investment we make, maintains a reguddoglie with both the management team
and other stakeholders and seeks specificallyr&l&inancial reporting. In addition, senior invesint professionals of Ares sometimes take
board seats or obtain board observation rightofAdarch 31, 2006, Ares Capital Management hasdseats or board observation rights on
more than 23% of the operating companies in oufqa.

Post-investment, in addition to camets and other contractual rights, Ares seeks éat significant influence through board
participation, when appropriate, and by activelykireg with management on strategic initiatives. #\adten introduces managers of
companies in which they have invested to otherfplastcompanies to capitalize on complementary hess activities and best practices.
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In addition to various risk managetamd monitoring tools, we grade all loans on desofl to 4. This system is intended to reflect
the performance of the borrower's business, thHateohl coverage of the loans and other factorsidened relevant.

Under this system, loans with a grafié involve the least amount of risk in our polih. The borrower is performing above
expectations and the trends and risk factors arerg#y favorable. Loans graded 3 involve a leveisk that is similar to the risk at the time
of origination. The borrower is performing as exgeecand the risk factors are neutral to favorablenew loans are initially graded 3. Loans
graded 2 involve a borrower performing below exatohs and indicates that the loan's risk has asmé materially since origination. The
borrower is generally out of compliance with detwenants, however, loan payments are generallynoot than 120 days past due. For Ic
graded 2, we expect to increase procedures to orahi borrower and the fair value generally willbwered. A loan grade of 1 indicates
that the borrower is performing materially belovwpegtations and that the loan risk has substaniiatieased since origination. Most or all of
the debt covenants are out of compliance and patgaea substantially delinquent. Loans graded hatanticipated to be repaid in full. We
believe that as of March 31, 2006, the weightedayeinvestment grade of the debt in our portfalas 3.1.

MANAGERIAL ASSISTANCE

As a BDC, we will offer, and must pite upon request, managerial assistance to otfioporcompanies. This assistance could
involve, among other things, monitoring the op@nagi of our portfolio companies, participating irab and management meetings,
consulting with and advising officers of portfobompanies and providing other organizational andrfcial guidance. We may receive fees
for these services. Ares Administration provideshsmanagerial assistance on our behalf to porttmimpanies that request this assistance.

COMPETITION

Our primary competitors to providedhcing to middle market companies include pubiid private funds, commercial and
investment banks, commercial financing companiespaivate equity funds. Many of our competitors suéstantially larger and have
considerably greater financial, technical and mémgeresources than we do. For example, some caimgeinay have access to funding
sources that are not available to us. In addisome of our competitors may have higher risk toleea or different risk assessments, which
could allow them to consider a wider variety oféstments and establish more relationships thaRuwrthermore, many of our competitors
not subject to the regulatory restrictions that1Bd0 Act imposes on us as a BDC. We use the indiugbrmation of Ares' investment
professionals to which we have access to assesstient risks and determine appropriate pricingptorinvestments in portfolio companies.
In addition, we believe that the relationshipshe tmembers of Ares Capital Management's investomntnittees and of the senior principals
of Ares, enable us to learn about, and competetafédy for, financing opportunities with attractivmiddle market companies in the indust
in which we seek to invest. For additional informmatconcerning the competitive risks we face, $@isk Factors—Risks Relating to our
Business—We operate in a highly competitive mafteeinvestment opportunities.”

LEVERAGE

On November 3, 2004, through our Wholned subsidiary, Ares Capital CP Funding LL&r¢s Capital CP"), we entered into a
revolving credit facility (the "CP Funding Facilifythat, as amended, allows Ares Capital CP toeisguto $350.0 million of variable funding
certificates ("VFC").

Under the CP Funding Facility, fursdle loaned to Ares Capital CP by or through Wach@apital Markets, LLC at prevailing
commercial paper rates, or if the commercial paparket is at
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any time unavailable at prevailing LIBOR rates,lin each case, an applicable spread. The fuedssad for the simultaneous purchase by
Ares Capital CP from the Company of loan investm@miginated or otherwise acquired by the Compahyough this simultaneous purchi
from the Company by Ares Capital CP with funds oted by Ares Capital CP from the CP Funding Fagitihe Company is able to obtain
the benefits of the CP Funding Facility.

As part of the CP Funding Facilitye are subject to limitations as to how borrowedifumay be used including restrictions on
geographic concentrations, sector concentratioas, $ize, payment frequency and status, averagetflateral interests and investment
ratings as well as regulatory restrictions on lagerwhich may affect the amount of funds that AZapital CP may obtain. There are also
certain requirements relating to portfolio performoe, including required minimum portfolio yield alghitations on delinquencies and
charge-offs, violation of which could result in tarly amortization of the CP Funding Facility dimeit further advances under the CP
Funding Facility and in some cases could be antedfestefault. Such limitations, requirements, asdaziated defined terms are as provided
for in the documents governing the CP Funding Rgicilhe interest charged on the funds is basetherwommercial paper rate plus 0.75%
and payable quarterly. As of December 31, 2005¢timemercial paper rate was 4.3223%. The CP Furfehiegity expires on November 1,
2006 unless extended prior to such date with tinseat of the lender. If the CP Funding Facilitpndd extended, any principal amounts then
outstanding will be amortized over a 24 month pktlrough a termination date of November 2, 200&déJ the terms of the CP Funding
Facility, we are required to pay a 0.375% renewaldn each of the two years following the closiatedf the CP Funding Facility.
Additionally, we are also required to pay a comneitinfee (as described below) for any unused podfahe CP Funding Facility.

The interest rate payable on commaépaper funding is equal to the commercial papt plus 75 basis points and the commitment
fee for unused portions of the credit facility rasgrom 0.10% to 0.125%, depending on funding kevel

As of March 31, 2006, the principai@unt outstanding under the CP Funding Facility $£39.2 million.

On December 28, 2005, we enteredthdRevolving Credit Facility with the lenders fyathereto and JPMorgan Chase Bank, N.A.,
as Administrative Agent, together with various soping documentation, including a guarantee andritycagreement.

Under the Revolving Credit Facilitie lenders have agreed to extend credit to Ar@ét&dn an initial aggregate principal amount
not exceeding $250 million at any one time outsitasndThe Revolving Credit Facility provides also fesuing letters of credit. The
Revolving Credit Facility is a five-year revolvitigcility (with a stated maturity date of Decemb& 2010) and with certain exceptions is
secured by substantially all of the assets in autfglio (other than investments held by Ares Calp@P under the CP Funding Facility).

Subject to certain exceptions, theriest rate payable under the Revolving Creditlféacs 100 basis points over LIBOR. Under the
Revolving Credit Facility, we have made certainresgntations and warranties and are required t@lgowith various covenants, reporting
requirements and other customary requirementsiatas revolving credit facilities, including, withut limitation, covenants related to:

(a) limitations on the incurrence of additionaléhtedness and liens, (b) limitations on certair&ments, (c) limitations on certain restricted
payments, (d) maintaining a certain minimum stodttéis' equity, () maintaining a ratio of totaletsyless total liabilities) to total
indebtedness, of Ares Capital and its subsidiagespt less than 2.0:1.0, (f) maintaining minimiiquidity, and (g) limitations on the

creation or existence of agreements that prohidislon certain properties of Ares Capital andutssidiaries.
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In addition to the asset coverag® @escribed above, borrowings under the Revol@nedit Facility (and the incurrence of certain
other permitted debt) will be subject to compliaméth a borrowing base that will apply differentvashce rates to different types of assets in
our portfolio. The Revolving Credit Facility alsocludes an "accordion” feature that allows us toaase the size of the Revolving Credit
Facility to a maximum of $500 million under certaincumstances. The Revolving Credit Facility dtsdludes usual and customary events of
default for senior secured revolving credit faiht of this nature.

We intend to continue borrowing untter Facilities in the future and we may incredsedize of the Facilities or otherwise issue
debt securities or other evidences of indebtedimette future.

STAFFING

We do not currently have any empleyaed do not expect to have any employees. Seméxessary for our business are provided
by individuals who are employees of Ares Capitahigement and Ares Administration, pursuant to ¢nms$ of the management agreement
and the administration agreement. Each of our ekecafficers described under "Management” is aplegee of Ares Administration and/
Ares Capital Management. Our day-to-day investroperations are managed by our investment advisest bf the services necessary for
the origination and administration of our investingortfolio are provided by investment professienainployed by Ares Capital
Management. Including Michael J. Arougheti, ourdRtent who also serves on Ares Capital Managemiergstment committee, Ares
Capital Management has 15 investment professiavtatsfocus on origination and transaction developnaed monitoring of our
investments. See "Management—Investment AdvisodyManagement Agreement.” In addition, we will reurge Ares Administration for
our allocable portion of expenses incurred by pénforming its obligations under the administratagreement, including rent and our
allocable portion of the cost of our officers ahdit respective staffs. See "Management—Adminisinahgreement.”

PROPERTIES

We do not own any real estate oriofigsical properties materially important to opeoation. Our headquarters are currently
located at 780 Third Avenue, 46th Floor, New Yaddlew York, where we occupy our office space purst@aair administration agreement
with Ares Administration.

In January 2006, we entered intowa lsase agreement to rent new office space diréwciiy a third party. The lease begins on
July 26, 2006 and expires on February 27, 201adtition, we have entered into a sublease with Masagement LLC whereby Ares
Management LLC will sublease approximately 25%hef hew office space for a fixed rent equal to 25% e basic annual rent payable by
under the new lease, plus certain additional carstisexpenses.

LEGAL PROCEEDINGS

Neither we nor Ares Capital Managet@e®r currently subject to any material legal peatiegs.

In 2005, as part of an industry sweke SEC's Fort Worth District Office (the "DistriOffice”) conducted a limited scope
examination of Ares Capital. As a result of thismmnation, we received a letter on October 5, 2808hich the District Office—while
noting that the fees we have already paid to otestment adviser do not appear to exceed thosgalle by law—raised issues regarding
clarity of the language in our investment advisang management agreement and certain aspects wfathiod of calculation of the capital
gains portion of the incentive fee contained irt egreement.
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We intended to use the cumulativehmeétto calculate the capital gains portion of theentive fee. However, the District Office has
raised issues regarding the clarity of the languageair investment advisory and management agreermeresponse our investment adviser
has agreed that in calculating payments of thet@lagiins portion of the incentive fee we will Ube method that results in the lowest
incentive fee payment to the investment adviseif aat next stockholder meeting scheduled for M8y 2006, where we are seeking the vote
of our stockholders to amend and restate our inverst advisory and management agreement to makeetod of using the cumulative
calculation clear. We do not expect that the ragmiwf this inquiry will result in a material adge effect on us or our stockholders. See
"Investment Advisory and Management Agreement—Manaant Fee."

PORTFOLIO COMPANIES

Our investment adviser employs argtment rating system to categorize our investm&as "Business—Ongoing Relationships
With and Monitoring of Portfolio Companies.” We ieele that as of March 31, 2006, the weighted avemagestment grade of the debt in our
portfolio is 3.1. As of March 31, 2006, the weighteverage yield of the debt and income producingtggecurities in our portfolio was
approximately 11.47% (computed as (a) the anna&édtinterest rate (or, in the case of equity seesy dividend rate) plus the annual
amortization of loan, origination fees, originadug discount and market discount on accruing ladetst, and income producing equity
securities) divided by (b) total loans, debt antbime producing equity securities at value.

The following table describes eaclthef businesses included in our portfolio and ctlelata as of March 31, 2006. We own less
than 15% of the equity of, and do not control afytlte businesses included in this portfolio exdepiCICQ, LP. We offer to make
significant managerial assistance to our portfobmpanies. We may receive rights to observe theingseof our portfolio companies' board
of directors.

Name and Address % of
of Portfolio Class
Company Nature of Business Type of Investment Interest(1) Maturity Held(2) Fair Value
Aircast, Inc. Manufacturer of orthopedic Senior secured loan 7.60% (Libor + 2.75%/Q) 12/7/2010 1,235,42!
92 River Road braces, supports and vascu Junior secured loan 11.85% (Libor + 7.00%/Q) 6/7/2011 1,000,001
Summit, NJ 0790 systems
American Renal Dialysis provider Senior secured loan 8.68% (Libor+ 4.00%/Q) 12/31/2010 3,426,23!
Associates, Inc. Senior secured loan 10.25% (Libor+ 2.50%/Q) 12/31/2010 180,32¢
5 Cherry Hill Drive, Senior secured loan 9.18% (Libor + 4.50%/Q) 12/31/2011 5,886,88!
Suite 120 Senior secured loan 10.50% (Libor+ 3.00%/Q) 12/31/2011 14,75¢
Danvers, MA 01923 Senior secured loan 11.68% (Libor + 7.00%/Q) 12/31/2011 7,213,11!
Senior secured revolving loi NA 12/31/201C —(3)
Arrow Group Residential and outdoor she Senior secured loan 9.98% (Libor + 5.00%/Q) 4/1/2010 6,000,001
Industries, Inc. manufacturer Senior secured loan 14.48% (Libor + 9.50%/Q) 10/1/2010 6,000,001

1680 Route 23 North
Wayne, NJ 07470

AWTP, LLC Water treatment services Junior secured loan 12.19% (Libor + 7.50%/M) 12/23/2012 13,600,00
2080 Lunt Avenue
Elk Grove Village,

lllinois 60007

Berkline/Benchcraft  Furniture manufacturer and Junior secured loan 14.53% (Libor + 10.00%/Q) 5/3/2012 4,500,001
Holdings LLC distributor Preferred stock 3/26/2012 4.27% 677,64:
One Berkline Drive Common unit warrants 4.27 1,782,641
Morristown, TN %

37813

Canon Print publications services  Junior secured loan 12.48% (Libor + 7.50%/Q) 11/30/2011 16,250,00

Communications LL(¢

11444 W. Olympic
Blvd.

Los Angeles, CA
90064

Capella Healthcare, Acute care hospital operato Junior secured loan 10.82% (Libor + 6.00%/Q) 11/30/2013 29,000,00!
Inc.

Two Corporate

Center, Suite 200

501 Corporate Cente

Drive

Franklin, TN 37067

Captive Plastics, Inc. Plastics container Junior secured loan 11.86% (Libor + 7.25%/M) 2/28/2012 16,000,000
251 Circle Drive manufacturer

North

Piscataway, NJ 088t

CICQ, LP Restaurant franchisor, owne Limited partnership interest 26.5(% 66,287,101
500 Crescent Court, and operator

Suite 250

Dallas, TX 75201
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Diversified Collectior
Services, Inc.

333 North Canyons
Pkwy.

Livermore, CA 9455!

Equinox SMU
Partners LLC and
SMU Acquisition
Corp.

Event Rentals, Inc.
2310 E. Imperial
Highway

El Segundo, CA
90245

Extensity

66 Perimeter Center
East

Atlanta, GA 30346

Farley's & Sathers
Candy Company, Inc
P.O. Box 28

Round Lake, MN
56167

Foxe Basin CLO
2003, Ltd.

c/o Maples Financial
Limited

P.O. Box 1093 GT
Queensgate House
113 South Church
Street

George Town, Granc
Cayman

Cayman Islands

GCA Services, Inc.
300 Four Falls
Corporate Center,
Suite 650

West Conshohocken
PA 19428

The GSI Group, Inc.
c/o Charlesbank
Capital Partners
600 Atlantic Avenue,
26th Floor

Boston, MA 0221(

HB&G Building
Products

P.O. Box 589
Troy, AL 36081

Hudson Straits CLO
2004, Ltd.

c/o Maples Financial
Limited

P.O. Box 1093 GT
Queensgate House
113 South Church
Street

George Town, Granc
Cayman

Cayman Islands

ILC Industries, Inc.
105 Wilbur Place
Bohemia, NY 11716

Industrial Container
Services, LLC

1540 Greenwood
Avenue

Montebello, CA
90640

Kenan Advantage
Group, Inc.

4895 Dressler Road,
N.W. #100

Canton, OH 44718

Collections services

Medical school operator

Party rental services

Software manufacturer

Branded candy manufacture

Collateralized debt obligatio

Custodial services

Agricultural equipment
manufacturer

Synthetic and wood product
manufacturer

Collateralized debt obligatio

Industrial products provider

Industrial container
manufacturer, reconditioner
and servicer

Fuel transportation provider

Senior secured loan
Senior secured loan
Participating preferred stock

Senior secured loan

Senior secured loan

Senior secured revolving loar
Limited partnership interest

Senior secured aquisition loal
Senior secured acquisition lo:
Senior secured loan
Senior secured loan

Junior secured loan

Junior secured loan

Structured finance obligation
mandatorily redeemable
preference shares

Senior subordinated loan

Senior notes
Common stock

Senior subordinated loan
Common stock
Common stock warrants

Structured finance obligation
mandatorily redeemable
preference shares

Junior secured loan

Senior secured loan

Senior secured loan

Senior secured revolving loar
Senior secured revolving loar
Senior secured revolving loar
Common stock

Senior subordinated loan
Senior secured loan

Senior secured revolving loar
Preferred stock

Common stock

8.78% (Libor + 4.00%/S)
10.89% (Libor + 6.00%/Q)

11.07% (Libor+ 6.00%/S)
11.07% (Libor + 6.00%/S)
12.25% (Base Rate + 5.00%/(

9.91% (Libor+ 5.25%/S)
9.92% (Libor + 5.25%Q)
11.50% (Base Rate + 4.25%/[
9.91% (Libor + 5.25%/S)

11.99% (Libor + 7.25%/M)

9.50% (Base Rate + 1.75%/D

12.00% cash, 3.00% PIK

12.00%

13.00% cash, 3.00% PIK

10.73% (Libor + 5.75%/Q)

11.43% (Libor + 6.50%/Q)
9.32% (Libor + 4.50%/M)
9.28% (Libor + 4.50%/M)
9.25% (Libor + 4.50%/M)
10.75% (Base Rate + 3.00%/(

9.50% cash, 3.50% PIK
7.98% (Libor + 3.00%/Q)
NA

2/4/2011
8/4/2011
0.6(%

12/31/2010
12/31/2010
12/31/2010
17.3%

11/17/2011
11/17/2011
11/17/2011
11/17/2011

9/14/2011

3/24/2011

12/15/2015

1/31/2010

5/15/2013
1.4%

3/7/2011
3/7/2013 2.4(%

3.9C

10/15/2016

8/24/2012

9/30/2011
9/30/2011
9/30/2011
9/30/2011
9/30/2011
11.41%

12/16/2013
12/16/2011
12/16/2011
1.1%%
1.04
%

6,300,00t
8,500,00!
295,27(

10,500,00
3,000,001
8,482,34(4)
4,000,001

2,676,13(5)

2,897,72(5)
106,53

8,011,36:

10,000,00

10,000,00

2,682,78!

32,989,322

10,000,00
750,00(

8,502,82:
752,88t
652,50:

5,001,47.

6,500,00t

26,661,67.
3,869,56!(6)
1,315,65(7)
1,160,87(7)

232,1747)
1,800,001

8,960,84!
2,493,75!

—(8)
1,098,401
30,57¢



Lakeland Finance,
LLC

590 Peter Jefferson
Parkway, Suite 30
Charlottesville, VA
22911

Mactec, Inc.

1105 Sanctuary
Parkway, Suite 300
Alpharetta, GA 3000

Making Memories
Wholesale, Inc.
1168 West 500 Nortt
Centerville, UT 8401

Miller Heiman, Inc.
10509 Professional
Circle, Suite 100
Reno, NV 8952

Private school operator

Engineering and
environmental consulting
services

Scrapbooking branded
products manufacturer

Sales consulting services

Senior secured note

Common stock

Senior secured loan

Senior secured revolving loar
Senior subordinated loan
Preferred stock

Senior secured loan
Senior secured loan
Senior secured revolving loar

11.50%

8.98% (Libor + 4.00%/Q)
NA
12.00% cash, 2.50% PIK
8.00%

8.58% (Libor + 3.75%/M)
9.23% (Libor + 4.25%/Q)
NA
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12/15/2012

3/31/2011
3/31/2011
5/6/2012

6/1/2010
6/1/2012
6/1/2010

33,000,00

0.01% =

9,025,00!
—(9)
10,050,00
9.64% 1,320,001
4,389,47.
4,048,18;
—(10)




MINCS-Glace Bay,
Ltd.

c/o Maples Financial
Limited

P.O. Box 1093 GT
Queensgate House
113 South Church
Street

George Town, Granc
Cayman

Cayman Island

MR Processing
Holding Corp.
1544 Old Alabama
Road

Roswell, GA 3007¢

National Print Group
Inc.

2464 Amicola
Highway
Chattanooga, TN
37406

OnCURE Medical
Corp.

610 Newport Center
Drive, Suite 650
Newport Beach, C#
92660

Pappas Telecasting
Incorporated

500 South Chinowth
Road

Visalia, CA 93277

Patriot Media &
Communications CN
LLC

35 Mason Street
Greenwich, CT 0683

PHNS, Inc.

15851 Dallas
Parkway, Suite 925
Addison, TX 75001

Qualitor, Inc.

24800 Denso Drive,
Suite 255
Southfield, M| 4803¢

RedPrairie
Corporation

c/o Francisco Partne
2882 Sand Hill Road
Suite 280

Menlo Park, CA
94045

Reflexite Corporatior
120 Darling Drive
Avon, CT 06001

Shoes for Crews, LL'

1400 Centerpark
Blvd., Suite 310
West Palm Beach, F
33401

Singer Sewing
Comany

c/o Kohlberg
Management IV LLC
111 Radio Circle

Mt. Kisco, NY 1054¢

Thermal Solutions
LLC

94 Tide Mill Road
Hampton, NH 03842

Triad Laboratory

Collateralized debt obligatio

Bankruptcy and foreclosure
processing services

Printing management servic

Radiation oncology care
provider

Television broadcasting

Cable services

Information technology and
business process outsourcil

Automotive aftermarket
components supplier

Software manufacturer

Developer and manufacture
of high visibility reflective
products

Safety footwear and slip-
related mats manufacturer

Sewing machine
manufacturer

Thermal management and
electronics packaging
manufacturer

Laboratory services

Structured finance obligation
floating rate third priority
secured notes (BBB rated)

Senior secured loan
($2,000,000 par due 2/2012)
Senior subordinated loan
($20,000,000 par due 2/2013

Senior secured loan

Senior secured loan

Senior secured loan

Senior secured revolving loar
Senior secured revolving loar
Preferred stoc

Senior secured loan
Senior secured loan
Senior secured revolving loar
Junior secured loan

Senior secured loan

Junior secured loan

Senior subordinated loan

Senior secured loan
Junior secured loan

Junior secured loan

Senior subordinated loan
Common stock

Senior secured loan
Senior secured revolving loar

Senior secured loan

Senior secured revolving loar
Senior secured revolving loar
Senior secured revolving loar

Senior secured loan
Senior secured loan
Senior subordinated loan
Senior subordinated loan
Preferred stock
Common stock

Senior secured loan

7.79% (Libor + 3.60%/Q)

10.00% (Base Rate + 2.50%/(
14.00%

8.28% (Libor + 3.50%/B)
13.50% (Base Rate + 6.00%/(
10.00% (Base Rate + 2.50%/(

8.28% (Libor + 3.50%/B)
10.00% (Base Rate + 2.50%/L

8.50% (Libor + 3.50%/S
9.00% (Libor + 4.00%/S))
8.88% (Libor + 4.00%/Q)
12.00% cash, 1.50% PIK

14.25%(Libor + 4.00% cash,
5.00% PIK/Q)

9.69% (Libor + 5.00%/Q)

13.50% cash, 2.5% PIK

8.98% (Libor + 4.00%/Q)
11.98% (Libor + 7.00%/Q)

12.43% (Libor + 7.75%/B)

11.00% cash, 3.00% PIK

7.64% (Libor + 3.25%/S)
NA

10.74% (Libor + 6.00%/M)
8.72% (Libor + 4.00%/M)
9.25% (Base Rate + 1.75%/D
8.75% (Libor + 4.00%/Q)

8.78% (Libor + 4.00%/M)
8.28% (Libor + 3.50%/M)
11.50% cash, 2.75% PIK
11.50% cash, 2.50% PIK

8.23% (Libor + 3.25%/Q)

2/24/2012
2/24/2013

3/2/2012
8/2/2012
3/2/2012
3/2/2012
3/2/2012

2/17/2012
2/17/2012
2/17/2012
8/17/2012

2/28/2010

10/4/2013

11/1/2011

12/31/2011
6/30/2012

5/23/2010

12/30/2011

7/6/2010
7/6/2010

9/30/2010
9/30/2010
9/30/2010
9/30/2010

3/27/2011
3/27/2011
3/27/2012
3/27/2013

12/23/2011

9,500,00t

2,000,001
20,000,00

10,682,60
5,021,73!
730,43
813,45/(11)
684,78:(11)
10.9%% 2,000,001
4,964,281
35,71¢
200,00(12)
15,023,12

20,083,33

5,000,001

16,000,00

1,975,001
5,000,001

8,500,00!

10,381,61

8.58% 6,098,47

1,486,86!
—(13)

18,000,00
500,00((14)
84,12:(14)
83,334(14)

3,250,00!
1,750,001
3,062,76!
2,500,00t
539,00(
11,00¢

1.32%
1.0¢
%

2,992,501



Alliance, LLC

4380 Federal Drive,
Suite 100
Greensboro, NC
27410

Tumi Holdings, Inc.
1001 Durham Avenu
South Plainfield, NJ
07080

UCG Paper Crafts,
Inc.

c/o GTCR Golden

Rauner, LLC

6100 Sears Tower
Chicago, IL 60606

United Site Services,
Inc.

200 Friberg Parkway
Suite 4000
Mansfield, MA 01581

Branded luggage designer,
marketer and distributor

Scrapbooking materials
manufacturer

Portable restroom and site
services

Senior subordinated loan

Senior secured loan
Senior secured loan
Senior subordinated loan

Senior secured loan
Junior secured loan

Senior secured loan
Senior secured loan
Senior secured loan
Junior secured loan
Common stock

12.00% cash, 1.75% PIK

7.73% (Libor + 2.75%/Q)
8.23% (Libor + 3.25%/Q)
15.53% (Libor + 6.00% cash,

5.00% PIK/Q)

8.08% (Libor + 3.25%/M)
12.33% (Libor + 7.50%/M)

7.81% (Libor + 3.00%/M)
7.82% (Libor + 3.00%/Q)
7.71% (Libor + 3.00%/Q)
12.63% (Libor + 7.75%/Q)
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12/23/2012

12/31/2012
12/31/2013
12/31/2014

2/17/2013
8/17/2013

8/12/2011
8/12/2011
8/12/2011
6/30/2010

1.8(%

9,757,42.

2,500,00t
5,000,00t
13,173,21

2,000,001
13,000,00

5,036,95
3,043,47:
1,869,56!
13,461,53
1,353,85.




Universal Trailer Livestock and specialty trail Common stock 9.12% 3,113,35.
Corporation manufacturer Common stock warrants 5/15/2012 12.67 1,382,821
11590 Century Blvd., Suit %
103
Cincinnati, OH 45246
Varel Holdings, Inc. Drill bit manufacturer Senior secured loan 8.58% (Libor + 4.00%/S) 12/1/2010 6,643,75!
1434 Patton Place, Suite Senior secured loan 8.67% (Libor + 4.00%/Q) 12/1/2010 1,978,331
106 Senior secured loan 12.89% (Libor + 8.00%/Q) 12/1/2011 3,333,333
Carrollton, TX 75007 Senior secured revolving loar 8.27% (Libor + 3.50%/Q) 12/1/2010 250,00((15)
Preferred stock 8.00% 3.24% 1,067,501
Common stock 2.52 3,04¢
%
Wastequip, Inc. Waste management Junior secured loan 10.98% (Libor + 6.00%/Q) 7/15/2012 15,000,00
25800 Science Park Drive equipment manufacturer
Suite 140
Beachwood, OH 44122
WCA Waste Systems, Inc Waste management service Junior secured loan 10.98% (Libor + 6.00%/Q) 10/28/2011 25,000,00!
One Riverway, Suite 140C
Houston, TX 77056
York Label Holdings, Inc. Consumer product labels Senior subordinated loan 12.00% cash, 3.00% PIK 9/17/2012 9,111,37!
405 Willow Springs Lane  manufacturer
York, PA 17402
Total $ 747,145,14
S
1) All interest is payable in cash unless otherwishdated. A majority of the variable rate loans to portfolio companies bear interest at a rate ithey determined by reference to

either LIBOR or an alternate Base Rate (commongetaon the Federal Funds Rate or the Prime Ratie &orrower's option, which reset daily (D), rtidy (M), bi-monthly
(B), quarterly (Q) or semi-annually (S). For eadklsloan, we have provided the current interestiraeffect as of March 31, 2006.

) Percentages shown for warrants or convertible medestock held represent the percentages of constock we may own on a fully diluted basis, assignwie exercise our

warrants or convert our preferred stock to comntonks
(3) Total commitment of $3,278,689 remains unfundedfadarch 31, 2006.
4) $6,517,658 of total commitment of $15,000,000 remeainfunded as of March 31, 2006.
(5) $1,244,318 of total commitment of $6,818,182 rermmainfunded as of March 31, 2006.
(6) $773,912 of total commitment of $4,643,479 remainfkinded as of March 31, 2006.
@) $5,071,394 or total commitment of $10,060,869 remmainfunded as of March 31, 2006.
8) Total commitment of $1,612,903 remains unfundedfadarch 31, 2006.
9) Total commitment of $500,000 remains unfunded ddaifch 31, 2006.
(10) Total commitment of $1,057,705 remains unfundedfadarch 31, 2006.
(11) $3,066,983 of total commitment of $4,565,217 remmainfunded as of March 31, 2006.
(12) $1,600,000 of total commitment of $1,800,000 rersainfunded as of March 31, 2006.
(13) Total commitment of $6,666,667 remains unfundedfadarch 31, 2006.
(14) $2,999,212 of total commitment of $3,666,667 rermainfunded as of March 31, 2006.
(15) $3,083,333 of total commitment of $3,333,333 remmainfunded as of March 31, 2006.
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Set forth below is a brief descriptiof each portfolio company in which we have madénaestment that represents greater than 5%
of our total assets as of March 31, 2006.

CICQ, LP

CICQ, LP is a limited partnershiptthadirectly owns membership interests of a compspgcializing in the operation, ownership
franchising of a chain of fast-food restaurantthm United States and abroad. The restaurant cvaimpver 4,000 locations worldwide, is
one of the fastest growing restaurant chains.

MANAGEMENT

Our business and affairs are manage@r the direction of our board of directors. Bleard of directors currently consists of five
members, three of whom are not "interested persoin&tes Capital as defined in Section 2(a)(19)hef 1940 Act. We refer to these
individuals as our independent directors. Our badidirectors elects our officers, who will sentelze discretion of the board of directors.

EXECUTIVE OFFICERS AND BOARD OF DIRECTORS

Under our charter, our directorsaixéded into three classes. Each class of direatdisold office for a three year term. However,
the initial members of the three classes haveairtitrms of one, two and three years, respectivdlgach annual meeting of our stockholders,
the successors to the class of directors whosesterpire at such meeting will be elected to hofiteffor a term expiring at the annual
meeting of stockholders held in the third yeardwaiing the year of their election. Each director wdld office for the term to which he or she
is elected and until his or her successor is didgted and qualifies.

Directors

Information regarding the board akdiors is as follows:

Director Expiration

Name Age Position Since of Term
Interested Directors

Robert L. Rosel 59 Director 200¢ 200¢

Bennett Rosenth: 42 Chairman and Directc 200¢ 200¢
Independent Directors

Douglas E. Colthar 44  Director 200¢ 200¢

Frank E. O'Bryar 72 Director 200t 2007

Eric B. Siege 48 Director 200¢ 2007

The address for each director isAgks Capital Corporation, 1999 Avenue of the St8tste 1900, Los Angeles, California, 90067.

Executive officers who are not directors

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

Name Age Position

Michael J. Aroughei 33 Presiden

Daniel F. Nguyel 34 Chief Financial Officel

Kevin A. Frankel 44 Chief Compliance Officer and Secret:

Merritt S. Hooper 44  Vice President of Investor Relations and
Treasure!
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The address for each executive dffiee/o Ares Capital Corporation, 1999 Avenuelsf Stars, Suite 1900, Los Angeles, California,
90067.

Biographical information
Directors

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

Independent directors

Douglas E. Coltharp, 44, has served as a director of the Company 2804. He joined Saks Incorporated as Executive Vic
President and Chief Financial Officer in Novemb@®8@. Saks Incorporated (NYSE "SKS") is comprisetivaf business segments, Parisia
specialty department store business, which opedaeartment stores under various nameplates arsiFsik Avenue Enterprises, which
operates Saks Fifth Avenue luxury department stanelsOff 5th Saks Fifth Avenue Outlet. Prior tanjoig Saks Incorporated Mr. Coltharp
spent ten years in the Corporate Finance DepartaféyéationsBank (now known as Bank of America), tresently as Senior Vice Presid
and head of the Southeast Corporate Finance Greagiguartered in Atlanta. Mr. Coltharp holds a BhSzinance and Economics from
Lehigh University in Bethlehem, Pennsylvania andvaB.A. from the Wharton School, University of Pagivania, in Philadelphia,
Pennsylvania. Mr. Coltharp also serves on the Boafdirectors of Stratus Technologies, Inc. andlémArmour, Inc.

Frank E. O'Bryan , 72, served as Chairman of the Board of WMC Maygg@ompany from 1997 to 2003 and as a Vice Chairman
until 2004 when the company was sold to GeneraitEteCorporation. Mr. O'Bryan served as Vice Cheain of Shearson/American Express
Mortgage Corp. and as a Director of Shearson Araeriexpress from 1981 to 1985 and prior to thatesas a Director and senior executive
of Shearson Hayden Store from 1979 to 1981. Mrry@&B has been a Director of The First American Gmfion since 1994. Since 2003 he
has been a Director of Standard Pacific Corporaimha Director of Farmers & Merchants Bank sind@42 Mr. O'Bryan is a past member
the board of directors of both Damon Corporatiod @nubb & Ellis.

Eric B. Siegel, 48, has served as a director of the Company £i004. Since 1995, Mr. Siegel has been an indepehdsiness
consultant providing advice through a limited lidghicompany owned by Mr. Siegel, principally witbspect to acquisition strategy and
structuring, and the subsequent management of rechentities. Mr. Siegel is a Director and Chairméthe Executive Committee of El Pe
Electric Company, an NYSE publicly traded utilityrapany. Mr. Siegel is a member of the Board of &@wes of Kerzner International
Limited, an NYSE publicly traded company that depsl and operates destination casino resorts, luesort hotels and gaming properties
worldwide. He is the Chairman of the Audit and Cemgation Committees at Kerzner International. NEg8l is a retired limited partner of
Apollo Advisors, L.P. and Lion Advisors, L.P. Mriegel is also a member of the Board of Trustedh@Marlborough School, where he also
serves as Finance Chair, a member of the Boardre€®rs of the Friends of the Los Angeles Freai€land a board member of Reprise!
Broadway's Best, a non-profit theatre organizatddn.Siegel holds his Bachelor of Arts degree Sun@nan Laude and law degree Order of
the Coif from the University of California at Losgeles.

Interested directors

Robert L. Rosen, 59, has served as a director of the Company £004. Mr. Rosen is managing partner of RLR Catakners
and RLR Focus Fund which invests principally in $eeurities of publicly traded North American comigs. Mr. Rosen served from 2003
until 2005 as co-Managing Partner of Dolphin DonweStund Il. In 1998, Mr. Rosen founded Nationaldfinial Partners ("NFP"), an
independent distributor of financial services tghhnet worth individuals and
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small to medium-sized corporations. He served aB'SNEEO from 1998 to 2000 and as its Chairman Jatilary 2002. From 1987 to the
present, Mr. Rosen has been CEO of RLR PartnerG, hlprivate investment firm with interests in ficéal services, healthcare, media and
multi-industry companies. From 1989 to 1993 Mr. &osvas Chairman and CEO of Damon Corporation,digehealthcare and laboratory
testing company that was ultimately sold to QudagBostics. From 1983 to 1987, Mr. Rosen was Vibainan of Maxxam Group. Prior to
that, Mr. Rosen spent twelve years at Shearson isareExpress in positions in research, investmanking and senior management, and for
two years was Assistant to Sanford Weill, the t8&airman and CEO of Shearson. Mr. Rosen holds aA MBinance from NYU's Stern
School. Ares Management is in discussions withRérsen regarding expanding his relationship withsAvianagement. If those discussions
bear fruit, Mr. Rosen may no longer be consideretirrdependent” director of Ares Capital. As a tgsn an abundance of caution, we are
treating Mr. Rosen as an "interested person” ofahmpany as defined in section 2(a)(19) of the 18¢t0

Bennett Rosenthal, 42, has served as a Chairman and director a€timepany since 2004. Mr. Rosenthal is a founding bexrof
Ares and functions as a Senior Partner in the Rriguity Group. Since 1998, Mr. Rosenthal has al@seen all of Ares' mezzanine debt
investments. Prior to joining Ares, Mr. Rosenthalsva Managing Director in the Global Leveraged iéeaGroup of Merrill Lynch and was
responsible for originating, structuring and negfitig many leveraged loan and high yield financiddgs Rosenthal was also a senior
member of Merrill Lynch's Leveraged Transaction @atment Committee. Mr. Rosenthal is a member offtlewing Boards of Directors:
AmeriQual Management, Inc. Douglas Dynamics, LLGidl&nform Brands, Inc. and Marietta Corporatiorish@so the Co-Chairman of the
Board of Directors of National Bedding Company L{$®rta). Mr. Rosenthal graduated summa cum lautteanBS in Economics from the
University of Pennsylvania's Wharton School of Biesis where he also received his MBA with distincti®ennett Rosenthal is an "interes
person” of the Company as defined in section 2@3)¢1 the 1940 Act because he is on the investroemimittee of Ares Capital
Management, the Company's investment adviser,saadriember of Ares Partners Management Company theCharent of Ares
Management, LLC, the managing member of the investradviser.

Executive officers who are not directors

Michael J. Arougheti, 33, is President of the Company and joined Andday 2004 and became a member of Ares in January
2006. Prior to that time, Mr. Arougheti was empldy®/ Royal Bank of Canada, where he was a Mandgarther of the Principal Finance
Group of RBC Capital Partners and a member ofithed Mezzanine Investment Committee. At RBC Cagtrtners, Mr. Arougheti
oversaw an investment team that originated, managddnonitored a diverse portfolio of middle maresteraged loans, senior and junior
subordinated debt, preferred equity, and commarkstad warrants on behalf of RBC and other thirdypastitutional investors.
Mr. Arougheti joined Royal Bank of Canada in OctoR801 from Indosuez Capital, where he was a Rraicresponsible for originating,
structuring and executing leveraged transactionssaa broad range of products and asset classefrdligheti sat on the firm's Investment
Committee and was also active in the firm's privegaity fund investment and fund of funds progr&mor to joining Indosuez in 1994,
Mr. Arougheti worked at Kidder Peabody & Co., whiaeewas a member of the firm's Mergers and AcdoistGroup advising clients in
various industries, including natural resourcegrptaceuticals and consumer products. Mr. Aroudfeiextensive experience in leveraged
finance, including senior bank loans, mezzaning del private equity. He has worked on a rangeamisactions for companies in the
consumer products, manufacturing, healthcare | i@tdi technology industries. Mr. Arougheti receizeB.A. in Ethics, Politics and
Economics, cum laude, from Yale University.

Daniel F. Nguyen, 34, has served as Chief Financial Officer of@oenpany since 2004 and joined Ares in August 2600m 199¢
to 2000, Mr. Nguyen was with Arthur Andersen LLFhere he was in charge of conducting business aowlit@rious financial institutions,
performing due diligence
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investigation of potential mergers and acquisitj@ analyzing changes in accounting guidelinegédoivatives. At Arthur Andersen LLP,
Mr. Nguyen also focused on treasury risk managemetiton mortgage-backed securities and other wyjpstsuctured financing. Mr. Nguyen
graduated with a BS in Accounting from the Univrsif Southern California's Leventhal School of Aaoating and received an MBA in
Global Business from Pepperdine University's Gidiri&chool of Business and Management. Mr. Nguysm studied European business
environment at Oxford University in England as pdrthe MBA curriculum. Mr. Nguyen is a CFA chattetder and a Certified Public
Accountant.

Kevin A. Frankel , 44, has served as Chief Compliance Officer armlebary of the Company since 2004. Mr. Frankelgdir\res
as General Counsel in April 2003. Mr. Frankel beeanTransaction Partner in Ares Private Equity @riouwuly 2005. From 2000 to 2002,
Mr. Frankel was with RiverOne, Inc., a company g supply chain management software and servinest recently as Senior Vice
President—Business Development and General Counsel. From 92600, Mr. Frankel was with Aurora National LAssurance Compan
most recently as Senior Vice President-Operatiods@eneral Counsel. From 1986 to 1995, Mr. Framlesd with the law firm of Irell &
Manella, most recently as a partner, residensicdrporate securities group and specializing ingers and acquisitions. Mr. Frankel recei
his JD in 1986 from the UCLA School of Law, wheewas awarded a John M. Olin Fellowship in Law Bodnomics for academic
achievement and graduated Order of the Coif. Heived his BA from UCLA in 1983.

Merritt S. Hooper , 44, has served as Vice President of InvestortiRaand Treasurer of the Company since 2004 Hdsper is
a founding investment professional of Ares and fiams as the Director of Investor Relations and kééing for all Ares funds as well as a
senior investment analyst in the Capital Marketsu®r Prior to Ares, Ms. Hooper was associated hiim Advisors (an affiliate of Apollo
Advisors) from 1991 to 1997 and worked as a sermedit analyst participating in both portfolio mgeaent and strategy. From 1987 until
1991, Ms. Hooper was with Columbia Savings and L.oawst recently as Vice President in the InvestriMartagement Division. Ms. Hoog
serves on the executive and investment boards @drSeSinai Medical Center in Los Angeles. Ms. Hoapaduated from the University of
California at Los Angeles (UCLA) with a BA in Matimatics and received her MBA in Finance from UCLAfglerson School of
Management.

INVESTMENT COMMITTEE

Information regarding the memberé&\ods Capital Management's investment committes feléows:

Name Age Position

Bennett Rosenthal 42 Chairman and Director of the Compa
Member of Investment Committt

Antony P. Ressle 45 Member of Investment Committt

John Kissick 64 Member of Investment Committ:

David Sach: 46 Member of Investment Committs

Michael J. Arougheti 33 President of the Company, Member of

Investment Committe

The address for each member of Aigsit@l Management's investment committee is c/s Arapital Corporation, 1999 Avenue of
the Stars, Suite 1900, Los Angeles, California, 8200
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Members of Ares Capital Management's investment comittee who are not directors or officers of the Company

John Kissick —Mr. Kissick is a founding member of Ares and fuons as a Senior Partner in the Private Equity @Grasiwell as a
Senior Advisor to all funds in Ares' Capital Mark&roup. Mr. Kissick also serves on the Investn@oarhmittee on all Ares funds. Prior to
Ares, Mr. Kissick was a co-founder of Apollo Managnt, L.P. in 1990 and was a member of the origghamember management team.
Together with Mr. Ressler, Mr. Kissick oversaw d&d the capital markets activities of Apollo Managmt, L.P. and Lion Advisors. L.P.
from 1990 until 2002, particularly focusing on higield bonds, leveraged loans and other fixed ine@ssets. Prior to 1990, Mr. Kissick
served as a Senior Executive Vice President of &®urnham Lambert, where he began in 1975, evéntueading its Corporate Finance
Department. Mr. Kissick serves on the boards ofGhdars-Sinai Medical Center in Los Angeles, ttanfatrd University Graduate School of
Business and the Fulfillment Fund which helps ecoically disadvantaged kids graduate from high sthad college through mentoring a
other programs. Mr. Kissick graduated from Yale unsity with a BA in Economics and with highest basfrom the Stanford Business
School with an MBA in Finance.

Antony P. Ressle—Mr. Ressler is a founding member of Ares and fiomst as a Senior Partner in the Ares Private Edbityup
and as a Senior Advisor to the Ares Capital Maridatsup. Mr. Ressler also serves on the Investmentr@ittee on all Ares funds. Prior to
Ares, Mr. Ressler was a co-founder of Apollo Mamagat, L.P. in 1990 and was a member of the originamember management team.
Prior to 1990, Mr. Ressler served as a Senior Piasident in the High Yield Bond Department of eBurnham Lambert Incorporated,
with responsibility for the New Issue/Syndicate Redr. Ressler serves on several boards of dired¢tauding Allied Waste Industries, Inc.,
Samsonite Corporation and several private compaliesRessler also serves on the Boards of Direatbthe Alliance for College Ready
Public Schools and the Los Angeles County Museurpfas well as the Board of Trustees of the QefweEarly Education. Mr. Ressler is
also one of the founding members of the Board oé&ors of the Painted Turtle Camp, created toesemldren dealing with chronic and life
threatening illnesses by creating memorable fastioned camping experiences. Mr. Ressler recdiieBSFS from Georgetown Universit
School of Foreign Service and received his MBA fréoiumbia University's Graduate School of Business.

David Sachs—Mr. Sachs is a founding member of Ares and fumstias Co-Portfolio Manager of the Capital Marketsup and
serves as an Investment Committee member on adl firels. From 1994 until 1997, Mr. Sachs was acfpal of Onyx Partners, Inc.
specializing in merchant banking and related chpmiaing activities in the mezzanine debt and gevequity markets for middle market
companies. From 1990 to 1994, Mr. Sachs was emglbyéraylor & Co., an investment manager providimgestment advisory and
consulting services to members of the Bass Fanfiifoa Worth, Texas. From 1984 to 1990, Mr. Saclas with Columbia Savings and Loan
Association, most recently as Executive Vice Prsidresponsible for all asset-liability managensnivell as running the Investment
Management Department. Mr. Sachs serves on thedlRdddirectors of Terex Corporation. Mr. Sachs grated from Northwestern
University with a BS in Industrial Engineering akldinagement Science.

OTHER INVESTMENT PROFESSIONALS

Eric B. Beckman—Mr. Beckman joined Ares in 1998 and serves as adgimg Director in the Private Debt Group of Ares
Management LLC. Before joining the Private Debt @roMr. Beckman served as a Senior Partner of tivateé Equity Group of Ares
Management LLC and a member of its Investment Cdtamiand as a member of the team responsiblers’ Anezzanine debt investments.
Prior to joining Ares, Mr. Beckman was a membethef Leveraged Finance Group of Goldman, Sachs &@ule at Goldman Sachs, he v
involved in executing leveraged loan and high ylebaid offerings, in raising and managing a dedit&ed providing subordinated bridge
loans, and in certain restructuring advisory arsfrdssed lending activities. Mr. Beckman is the@air of
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the Los Angeles Advisory Board of the Posse Fouadand a member of the Steering Committee foiGbdars-Sinai Medical Center Sports
Spectacular. Mr. Beckman graduated summa cum lmadeCornell University with a BA in Political Thep and Economics, and was
elected to Phi Beta Kappa. He received his JD fitoenYale Law School where he was a senior editdhefyale Law Journal.

R. Kipp deVeer—Mr. deVeer joined Ares in July 2004 and servea 8anaging Director in the Private Debt Group oé#r
Management LLC. Before Ares Mr. deVeer was a padbh&BC Capital Partners in the Principal Fina@eceup, the firm's middle market
financing and principal investment business. MW ek joined RBC in October 2001 from the merchamtking group of Indosuez Capital.
At RBC Capital Partners and Indosuez Capital, Mk eker was responsible for originating, structurisuggd executing senior and subordinated
debt investments in middle market buyouts and aitippris. In addition, Mr. deVeer was responsibleifivesting the firm's capital in private
equity transactions. Previously, Mr. deVeer workéd.P. Morgan & Co., both in a Special Investniamid of J.P. Morgan Investment
Management, Inc. and the Investment Banking DinisibJ.P. Morgan Securities Inc. Mr. deVeer recgiaeB.A. from Yale University and
an M.B.A. from Stanford University's Graduate SdhafdBusiness.

Mitch Goldstein —Mr. Goldstein joined Ares in May 2005 and serveaadlanaging Director in the Private Debt Group\ads
Management LLC. Prior to joining Ares, Mr. Goldstevorked at Credit Suisse First Boston, where he avidlanaging Director in the
Financial Sponsors Group. At CSFB, Mr. Goldsteirswesponsible for providing investment banking e&wto private equity funds and
hedge funds with a focus on M&A and restructuringd capital raisings, including high yield, banktenezzanine debt, and IPOs.

Mr. Goldstein joined CSFB in 2000 at the completidrits merger with Donaldson Lufkin and Jenrefteam 1998 to 2000, Mr. Goldstein
was at Indosuez Capital, where he was a membaedhtzestment Committee and a Principal, respoadibl originating, structuring and
executing leveraged transactions across a broag mafrproducts and asset classes. From 1993 tq MXO&oldstein worked at Bankers
Trust, where he was responsible for financing ahdsing clients in various industries including nmeeend telecommunications, consumer
products, automotive and healthcare. Mr. Golddbeigan his career as a CPA at Ernst & Young. Mrd&ein graduated summa cum laude
from SUNY Binghamton with a BS in Accounting ande&ed an MBA from Columbia Business School.

Michael L. Smith —Mr. Smith joined Ares in July 2004 and serves &amaging Director in the Private Debt Group of é\re
Management LLC. Before Ares, Mr. Smith was a paratdRBC Capital Partners in the Principal Fina@eeup, the firm's middle market
financing and principal investment business. MritBjoined RBC in October 2001 from Indosuez Cdpitdiere he was a Vice President in
the merchant banking group. At RBC Capital Partaeid Indosuez Capital, Mr. Smith was responsibl@figinating and executing senior
debt and mezzanine financings for middle market¢daged buyouts and recapitalizations. In addifidn,Smith was responsible for investing
the firm's capital in private equity transactioRgeviously, Mr. Smith worked at Kenter, GlastrisC&mpany, a private equity investment firm
specializing in leveraged management buyouts aGalaimon Brothers Inc., in their Capital Markets &mnancial Institutions Group.

Mr. Smith received a Masters in Management fromithe Kellogg Graduate School of Management andS BB Business Administration,
cum laude, from the University of Notre Dame.

COMMITTEES OF THE BOARD OF DIRECTORS
Audit committee

The members of the audit committeeMessrs. Coltharp, O'Bryan and Siegel, each ofmvisoindependent for purposes of the 1940
Act and The NASDAQ National Market corporate goaree regulations. Mr. Coltharp serves as chairnfisimecaudit committee. The audit
committee is responsible for approving our indeggriéiccountants, reviewing with our independendactants the plans and results of the
audit engagement, approving professional servioegged by our
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independent accountants, reviewing the independeinaer independent accountants and reviewing tlegjaacy of our internal accounting
controls. The audit committee is also responsibteafding our board of directors in fair value mig debt and equity securities that are not
publicly traded or for which current market valaee not readily available. Where appropriate, therth of directors and audit committee r
utilize the services of an independent valuatiom fio help them determine the fair value of thesmusties.

Nominating committee

The members of the nominating coneritire Messrs. Coltharp, O'Bryan and Siegel, ebatham is independent for purposes of
the 1940 Act and The NASDAQ National Market corgiergovernance regulations. Mr. Siegel serves asncha of the nominating
committee. The nominating committee is respondiiieelecting, researching and nominating directorglection by our stockholders,
selecting nominees to fill vacancies on the boara committee of the board, developing and recondimgnto the board a set of corporate
governance principles and overseeing the evaluafitime board and our management.

The nomination committee may consigepmmendations for nomination of directors fromm stockholders. Nominations made by
stockholders must be delivered to or mailed (sgftiimth the information required by our bylaws) aerdeived at our principal executive
offices not earlier than 150 days nor fewer thad d@ys in advance of the date on which we firsiedadur proxy materials for the previous
year's annual meeting of stockholders; providedigwer, that if the date of the annual meeting lesged by more than 30 days from
prior year, the nomination must be received ndiarathan the 150th day prior to the date of suchual meeting nor later than the later of
(i) 120th day prior to the date of such annual ingedr (ii) the 10th day following the day on whiplablic announcement of such meeting
date is first made.

Compensation committee

We do not have a compensation coramitecause our executive officers do not receiyedmact compensation from us.

Meetings

Our board of directors held 14 formmadetings during 2005. The audit committee held@imal meetings during 2005, and the
nominating committee held three formal meetingsrau2005.
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COMPENSATION TABLE

The following table shows informatiegarding the compensation of the directors ferfibcal year ending December 31, 2005. No
compensation is paid to directors who are "intexgersons.”

Pension or Total
retirement compensation
Aggregate benefits from Ares
compensation from accrued as part Capital paid to
Name Ares Capital(1) of our expenses(2) director
Independent directors
Douglas E. Colthar $ 99,00( None $ 99,00(
Frank E. O'Bryat $ 38,50( None $ 38,50(
Eric B. Siege $ 96,00( None $ 96,00(
Interested directors
Robert L. Rose! $ 70,50( None $ 70,50(
Bennett Rosenthi None None None

Q) For a discussion of the independent directors' emsation, see below. In addition, please notethieatonsideration received by
Mr. Rosen in 2005 was for his services prior totthree he was treated as an interested director.

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

The independent directors receivaramual fee of $50,000. They also receive $2,508 @imbursement of reasonable out-of-pocket
expenses incurred in connection with attending é&aend meeting and will receive $1,000 plus reisborent of reasonable out-of-pocket
expenses incurred in connection with attending eachmittee meeting. In addition, the Chairman ef Audit Committee receives an annual
fee of $5,000 and each chairman of any other coteenfeceives an annual fee of $2,000 for theirtamdil services in these capacities. In
addition, we purchase directors' and officersiilighinsurance on behalf of our directors and odfis. Independent directors have the option to
receive their directors' fees paid in shares ofommnmon stock issued at a price per share equlétgreater of net asset value or the market
price at the time of payment.

PORTFOLIO MANAGERS

The following individuals function asrtfolio managers primarily responsible for ttas/do-day management of the Company's
portfolio.

Length of
Service with
Name Position Ares (years) Principal Occupation(s) During Past 5 Years
Michael J. Arougheti President of the 2 Mr. Arougheti joined Ares in May 2004 as
Company, Membel President of the Company and became a mem|
of Investment Ares in January 2006. Prior to that time,
Committee Mr. Arougheti was employed by Royal Bank of

Canada, where he was a Managing Partner of the
Principal Finance Group of RBC Capital Partners
and a member of the firm's Mezzanine Investment
Committee. Mr. Arougheti joined Royal Bank of
Canada in October 2001 from Indosuez Capital,
where he was a Principal, responsible for
originating, structuring and executing leveraged
transactions across a broad range of products and
asset classes. Prior to joining Indosuez in 1994,
Mr. Arougheti worked at Kidder Peabody & Co.,
where he was a member of the firm's Mergers and
Acquisitions Group
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Eric B. Beckman

R. Kipp deVeer

Mitch Goldstein

Michael L. Smith

Managing Director
in Private Debt
Group

Managing Director
in Private Debt
Group

Managing Director
in Private Debt
Group

Managing Director
in Private Debt
Group

8 Mr. Beckman joined Ares in 1998 and serves as a

Managing Director in the Private Debt Group of
Ares Management LLC. Before joining the Private
Debt Group, Mr. Beckman served as a Senior
Partner of the Private Equity Group of Ares
Management LLC and a member of its Investment
Committee, and as a member of the team
responsible for Ares' mezzanine debt investm

Mr. deVeer joined Ares in July 2004 and serves as
a Managing Director in the Private Debt Group of
Ares Management LLC. Before Ares Mr. deVeer
was a Partner at RBC Capital Partners in the
Principal Finance Group, the firm's middle market
financing and principal investment business. Mr.
deVeer joined RBC in October 2001 from the
merchant banking group of Indosuez Capital. F
1998 to 2001, Mr. deVeer was with Indosuez
Capital, most recently as a Vice Presid

Mr. Goldstein joined Ares in May 2005 and serves
as a Managing Director in the Private Debt Group
of Ares Management LLC. Prior to joining Ares,
Mr. Goldstein worked at Credit Suisse First
Boston, where he was a Managing Director in the
Financial Sponsors Group. Mr. Goldstein joined
CSFB in 2000 at the completion of its merger with
Donaldson Lufkin and Jenret!

Mr. Smith joined Ares in July 2004 and serves as a
Managing Director in the Private Debt Group of
Ares Management LLC. Before Ares, Mr. Smith
was a Partner at RBC Capital Partners in the
Principal Finance Group, the firm's middle market
financing and principal investment business. Mr.
Smith joined RBC in October 2001 from Indosuez
Capital, where he was a Vice President in the
merchant banking group. From 1998 to 2001,

Mr. Smith was with Indosuez Capital, most
recently as a Vice Preside

None of the individuals listed abasg@rimarily responsible for the day-to-day managatrof the portfolio of any other account.

Each of the individuals listed abdvequally responsible for deal origination, exemutind portfolio management. Mr. Arougheti
our President, spends a greater amount of hisdimerporate and administrative activities in loleras an officer.

As of March 31, 2006, each portfatianager identified above is a ftiltne employee of Ares Capital Management LLC aroeinees
a fixed salary for the services he provides toGbenpany. Each will also receive an annual amouattithequal to a fixed percentage of any
incentive fee received by Ares Capital Managemdr@ from the Company for a fiscal year. None of plogtfolio managers receives any
direct compensation from the Company.
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The following table sets forth thdldorange of common stock of the Company bendfic@avned by each of the portfolio managers
described above as of March 31, 2006.

Aggregate Dollar Range of Common Stock
Beneficially Owned by

Name Manager(1)
Michael J. Aroughel None

Eric Beckmar $100,00-$500,000
R. Kipp deVeel None

Mitch Goldstein None
Michael L. Smith None

(1)  Dollar ranges are as follows: none, $1-$10,000,&1D$50,000, $50,001-$100,000, $100,001-$500$500,001-%,000,000 or ove
$1,000,000.

INVESTMENT ADVISORY AND MANAGEMENT AGREEMENT
Management services

Ares Capital Management serves asmuaistment adviser. Ares Capital Management isa@stment adviser that is registered as an
investment adviser under the Advisers Act. Subijethe overall supervision of our board of direstdhe investment adviser manages the
day-to-day operations of, and provides investmduaisary and management services to, Ares Capitadedthe terms of an investment
advisory and management agreement, Ares Capitahfyanent:

. determines the composition of our portfolio, théun@ and timing of the changes to our portfolio #melmanner of
implementing such changes;

. identifies, evaluates and negotiates the structfitke investments we make (including performing diigence on our
prospective portfolio companies);

. closes and monitors the investments we make; and

. determines the securities and other assets thptivedase, retain or sell.

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

Management fee

Pursuant to the investment advisoiy management agreement, we pay Ares Capital Marmagen fee for investment advisory and
management services consisting of two componentsasa management fee and an incentive fee.

The base management fee is calculgtad annual rate of 1.5% of our total assete(dtian cash or cash equivalents but including
assets purchased with borrowed funds). The basagearent fee is payable quarterly in arrears. Tee b@nagement fee is calculated based
on the average value of our total assets (other¢hah or cash equivalents but including assetshpsed with borrowed funds) at the end of
the two most recently completed calendar quarserd,appropriately adjusted for any share issuamcespurchases during the current
calendar quarter. Base management fees for anglgadnth or quarter will be appropriately pro chte

The incentive fee has the followingtparts:

One part is calculated and payabketguly in arrears based on our pre-incentive fd@nvestment income. Pre-incentive fee net
investment income means interest income, dividandme and any other income (including any othes {ether than fees for providing
managerial assistance), such as commitment, otigmatructuring, diligence and consulting fee®tirer fees that we receive from portfolio
companies) accrued during the calendar quarteiysronr operating expenses for the
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quarter (including the base management fee, expgrs@ble under the administration agreement, apdnderest expense and dividends |
on any outstanding preferred stock, but excludivggihcentive fee). Pre-incentive fee net investnresdme includes, in the case of
investments with a deferred interest feature (agchmarket discount, debt instruments with paymeskind interest, preferred stock with
payment-in-kind dividends and zero coupon secsjitieccrued income that we have not yet receivedsh. The investment adviser is not
under any obligation to reimburse us for any péthe incentive fee it received that was basedamnueed income that we never receive as a
result of a default by an entity on the obligatibat resulted in the accrual of such income.

Pre-incentive fee net investment meadoes not include any realized capital gainsizezhcapital losses or unrealized capital
appreciation or depreciation. Because of the siraatf the incentive fee, it is possible that weympay an incentive fee in a quarter where we
incur a loss. For example, if we receive pre-inivenfee net investment income in excess of thelbuate for a quarter, we will pay the
applicable incentive fee even if we have incurrédalsa in that quarter due to realized and unre@léapital losses.

Pre-incentive fee net investment mepexpressed as a rate of return on the valuarafet assets at the end of the immediately
preceding calendar quarter, will be compared tiaedf"hurdle rate" of 2.00% per quarter. If markeerest rates rise, we may be able to
invest our funds in debt instruments that proviokeaf higher return, which would increase our preeitive fee net investment income and
make it easier for our investment adviser to sigpias fixed hurdle rate and receive an incentieghi@sed on such net investment income.
pre-incentive fee net investment income used toutate this part of the incentive fee is also ideld in the amount of our total assets (other
than cash and cash equivalents but including apsettiased with borrowed funds) used to calculaelt5% base management fee.

We will pay Ares Capital Managementimcentive fee with respect to our pre-incentige fiet investment income in each calendar
quarter as follows:

. no incentive fee in any calendar quarter in whighmgre-incentive fee net investment income doeeroted the hurdle rate;

. 100% of our pre-incentive fee net investment incawith respect to that portion of such pre-incenfise net investment
income, if any, that exceeds the hurdle rate blgsis than 2.50% in any calendar quarter. We tefthis portion of our pre-
incentive fee net investment income (which excebdsurdle rate but is less than 2.50%) as theHeap." The "catch-up” is
meant to provide our investment adviser with 20%wf pre-incentive fee net investment income ashifirdle rate did not
apply if this net investment income exceeds 2.50%ny calendar quarter; and

. 20% of the amount of our pre-incentive fee net gtrent income, if any, that exceeds 2.50% in afgnciar quarter.

These calculations will be appromfafpro rated for any period of less than three tin®and adjusted for any share issuances or
repurchases during the current quarter.

The second part of the incentiveifegetermined and payable in arrears as of theo€adch calendar year (or upon termination of
the investment advisory and management agreenwaf,the termination date) and will equal 20.0%of realized capital gains for the
calendar year, if any, computed net of all realizaglital losses and unrealized capital deprecidtiosuch year.

In 2005, as part of an industry swehke District Office conducted a limited scope rakaation of Ares Capital. As a result of this
examination, we received a letter on October 5540Qvhich the District Office—while noting thataHees we have already paid to our
investment adviser do not appear to exceed thémsallle by law—raised issues regarding the claftthe language in our investment
advisory and management agreement and certaintasgexur method of calculation of the capital gaoortion of the incentive fee contair
in that agreement.
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The District Office's letter notedhththe Chief Accountant's Office of the Divisionloffestment Management 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 cagdaals fee on realized capital gains net
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 unrzadi depreciation of each portfolio security over preriod must be based upon the market
value at the end of the period compared to the etar&due at the beginning of the period. The secoaliied the "cumulative” method, bases
the capital gains fee on the cumulative net redlzapital gains less unrealized depreciation dleftlate of the calculation, less the amou
fees paid to the adviser to date. Under the cuinelatethod, the calculation of unrealized deprémadf each portfolio security must be
based upon the market value of each security #sealate of such calculation compared to its adflisbst.

In response to the District Officke'ger, we have revised our incentive fee calcafaixamples contained under the caption
"Examples of Quarterly Incentive Fee Calculatiom$how examples that demonstrate both the cumalatid the period-to-period methods.
We intended to use the cumulative method to cateudle capital gains portion of the incentive fdewever, the District Office has raised
issues regarding the clarity of the language ofiouestment advisory and management agreemergsponse our investment adviser has
agreed that in calculating payments of the cagais portion of the incentive fee we will use tadculation that results in the lowest
incentive fee payment to the investment adviseif aat next stockholder meeting scheduled for M8y 2006, where we are seeking the vote
of our stockholders to amend and restate our inverst advisory and management agreement to makeetod of using the cumulative
calculation clear. The use of the period-to-perigethod or the cumulative method could lead to dffé totals for the capital gains portion of
the incentive fee, regardless of which method v&sido calculate the incentive fee payable to medtment adviser. For example, the pe
to period method resulted in investment advises fesyable for the capital gains portion of our irtaee fee for fiscal 2005 that were
approximately $13,000 less than the fees we woane paid under the cumulative method. We do no¢epdhnat the resolution of this inqu
will result in a material adverse effect on us or stockholders.
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Examples of Quarterly Incentive Fee Calculation
Example 1: Income Related Portion of Incentive Feé{:

Assumption:

Hurdle rate(2) = 2.009
» Management fee(3) = 0.375
Other expenses (legal, accounting, custodian, feaagent, etc.)(4) = 0.20'

Alternative 1
Additional Assumption

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

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

Alternative 2
Additional Assumption

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

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

fee.
Incentive = 100% x "Catch-Up" + the greater of 0&ND (20% x (pre-incentive
Fee fee net investment incon- 2.50%)

= (100%5x (2.125%- 2.00%)) + 0%
= 100%x 0.125%

= 0.125%

Alternative 3
Additional Assumption

» Investment income (including interest, dividendgd, etc.) = 3.50¢

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

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

fee.
Incentive = 100% x "Catch-Up" + the greater of 0&ND (20% x (pre-incentive
Fee fee net investment incon- 2.50%)

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

= 0.50% + 0.085%



= 0.585%

(1) The hypothetical amount of pre-incentive fee neegiment income shown is based on a percentagéaphiet assets. In addition, the
example assumes that during the most recent félwdiendar quarter period ending on or prior te tlate the payment set forth in the
example is to be made, the sum of (a) our aggretistigbutions to our stockholders and (b) our deim net assets (defined as total
assets less indebtedness) is at least 8.0% ofed@ssets at the beginning of such period (as djdsr any share issuances or
repurchases).

(2) Represents 8.0% annualized hurdle rate.

(3) Represents 1.5% annualized management fee.

(4)  Excludes offering expenses.
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Example 2: Capital Gains Portion of Incentive Fee:
Alternative 1:
Assumption:

. Year 1: $20 million investment made in Company Fyéstment A"), and $30 million investment mad€Cimmpany B
("Investment B")

. Year 2: Investment A is sold for $50 million and faarket value ("FMV") of Investment B determintxdbe
$32 million

. Year 3: FMV of Investment B determined to be $28iam

. Year 4: Investment B sold for $31 million

The capital gains portion of the incentive feanf, calculated under the cumulative method woetd b

. Year 1: None
. Year 2: $6 million (20% multiplied by $30 milliorealized capital gains on sale of Investment A)
. Year 3: None; $5 million (20% multiplied by ($30Ihun realized cumulative capital gains less $5lioil cumulative

capital depreciation)) less $6 million (previoupital gains fee paid in Year 2)

. Year 4: $200,000; $6.2 million (20% multiplied bgXmillion cumulative realized capital gains) I&smillion (capital
gains fee paid in Year 2)

The capital gains portion of the incentive feenf/, calculated under the period-to-period methodld/be:

. Year 1: None

Year 2: $6 million (20% multiplied by $30 milliorealized capital gains on sale of Investment A)

. Year 3: None

Year 4: $200,000 (20% multiplied by $1 million reald capital gains on sale of investment B)

Alternative 2
Assumption:

. Year 1: $20 million investment made in Company Fyéstment A"), $30 million investment made in Canp B
("Investment B") and $25 million investment madeCiompany C ("Investment C")

. Year 2: Investment A sold for $50 million, FMV afestment B determined to be $25 million and FMVmefestment
C determined to be $25 million

. Year 3: FMV of Investment B determined to be $21iam and Investment C sold for $30 million

. Year 4: FMV of Investment B determined to be $38iam

. Year 5: Investment B sold for $20 million

The capital gains portion of the incentive fearif/, calculated under the cumulative method woetd b

. Year 1: None

. Year 2: $5 million (20% multiplied by $25 milliot$80 million realized capital gains on Investmeriess $5 million
unrealized capital depreciation on Investment B))

. Year 3: $1.4 million ($6.4 million (20% multipliday $32 million ($35 million cumulative realized d&gp gains less
$3 million unrealized capital depreciation)) leSsrillion (capital gains fee paid in Year :



. Year 4: None

. Year 5: None ($5 million (20% multiplied by $25 iioh (cumulative realized capital gains of $35 roifl less realized
capital losses of $10 million)) less $6.4 milliczufnulative capital gains fee paid in Year 2 andrY®a

The capital gains portion of the incentive feenf/, calculated under the period-to-period methodld/be:

. Year 1: None

. Year 2: $5 million (20% multiplied by $25 millioi$80 million realized capital gains on Investmerieas $5 million
unrealized capital depreciation on Investment B))

. Year 3: $1 million (20% multiplied by $5 million aézed capital gains on Investment C)

. Year 4: None

. Year 5: None
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Payment of our expenses

All investment professionals of thgéstment adviser and its staff when and to thergxdngaged in providing investment advisory
and management services, and the compensatioroatider overhead expenses of such personnel alltalsiuch services, are provided and
paid for by Ares Capital Management. We bear dleotosts and expenses of our operations and ttiorss, including those relating to:
organization; calculation of our net asset valuel(iding the cost and expenses of any independeuation firm); expenses incurred by Ares
Capital Management payable to third parties, incdgégents, consultants or other advisers, in rodntg our financial and legal affairs anc
monitoring our investments and performing due difige on our prospective portfolio companies; irstiepayable on debt, if any, incurred to
finance our investments; offerings of our commatktand other securities; investment advisory andagement fees; administration fees;
fees payable to third parties, including agentasatiants or other advisers, relating to, or asdediwith, evaluating and making investments;
transfer agent and custodial fees; registratios; fiésting fees; taxes; independent directors' feebexpenses; costs of preparing and filing
reports or other documents of the SEC; the costsipireports, proxy statements or other noticestdokholders, including printing costs; to
the extent we are covered by any joint insurandieips, our allocable portion of the insurance pitems for such policies; direct costs and
expenses of administration, including auditor aghl costs; and all other expenses incurred by Ases Administration in connection with
administering our business, such as our allocatréqm of overhead under the administration agregmecluding rent and our allocable
portion of the salary and cost of our officers [iiing our chief compliance officer, our chief fim@al officer and our vice president of
investor relations and treasurer) and their resgestaffs (including travel).

Duration and termination

The investment advisory and managemgreement was approved by our board of directiorSeptember 8, 2004. Unless
terminated earlier or amended and restated asibleddyelow, it will continue in effect until Septéer 8, 2006. If the Company's stockhol
approve the amended and restated investment ag\eiadrmanagement agreement at the stockholderihgeeheduled for May 30, 2006,
the investment advisory and management agreemémemiain in full force and effect for one yeariindhe date of such annual meeting, and
will automatically renew for successive annual pasithereafter if approved annually by our boardidctors or by the affirmative vote of
the holders of a majority of our outstanding votsegurities, including, in either case, approvaabyajority of our directors who are not
interested persons. The investment advisory ancigeanent agreement will automatically terminatéhimavent of its assignment. The
investment advisory and management agreement megr@ated by either party without penalty upondé®s' written notice to the other.
See "Risk Factors—Risks Relating to our Business—avéedependent upon Ares Capital Management's &eesppnel for our future success
and upon their access to Ares investment profealsdn

Indemnification

The investment advisory and managémgreement provides that, absent willful misfeasabad faith or gross negligence in the
performance of its duties or by reason of the eskidisregard of its duties and obligations, Aragital Management, its members and their
respective officers, managers, partners, agentslogees, controlling persons, members and any qitieson or entity affiliated with it are
entitled to indemnification from Ares Capital fanyadamages, liabilities, costs and expenses (iimductasonable attorneys' fees and amc
reasonably paid in settlement) arising from thelezimg of Ares Capital Management's services uttdemvestment advisory and
management agreement or otherwise as an invesadeiser of Ares Capital.

83




Organization of the investment adviser

Ares Capital Management LLC is a Deee limited liability company that is registereslan investment adviser under the Advisers
Act. The principal executive offices of Ares Capitéanagement are located at 1999 Avenue of thesSgaiite 1900, Los Angeles, California
90067.

Board approval of the Current Investment Advisory and Management Agreement

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

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

resulting from Ares Capital Management's investnpeafessionals' significant capital markets, tradamd research expertise,
the employment of Ares Capital Management's investrphilosophy, diligence procedures, credit recemaation process,
investment structuring, and ongoing relationshifit @nd monitoring of portfolio companies;

. our investment adviser's personnel and their gsperience in connection with the types of investis@roposed to be made
by us, including such personnel's network of retahips with intermediaries focused on middle miackenpanies;

. comparative data with respect to management fegtgnarntive fees of other business development emng with similar
investment objectives;

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

. the administrative services that the Administratdl provide to us at cost;

. our projected operating expenses and expensecatipared to other business development compantbssimiilar investment
objectives;

. historical performance information concerning &fiés of our investment adviser that manage ottesunts;

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

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

relationship with our investment adviser;

. the limited potential for economies of scale ineastment management associated with a larger céjisal for investments in
first and second lien senior loans and mezzanibeated whether such limited economies of scale vbehefit our
stockholders; and

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

In addition, our board of directommsidered the interests of senior management @escim "Certain Relationships" and concluded
that the judgment and performance of our senioragament will not be impaired by those interestsddee we were newly formed at the
time the board of directors approved the investraertsory contract, the board of directors was te#&dbconsider our prior investment
performance. Our investment adviser does not maaag®ther accounts.
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Based on the information reviewed treddiscussions, the board of directors (includingajority of the non-interested directors)
concluded that the investment advisory and managefee rates are reasonable in relation to theéso be provided.

In view of the wide variety of facsathat our board considered in connection witlevigluation of the investment advisory and
management agreement, it is not practical to giyaméink or otherwise assign relative weights t® specific factors it considered in reaching
its decision. The board did not undertake to makespecific determination as to whether any paldictactor, or any aspect of any particular
factor, was favorable or unfavorable to the ultiemd¢termination of the board. Rather, our boamirectors based its approval on the totality
of information presented to, and the investigationducted by, it. In considering the factors disedlsabove, individual directors may have
given different weights to different factors, thduidpe following factors, among others, served adihsis for its determination: (i) that the
fees to be paid under the investment advisory amgagement agreement are generally less than thgablp under agreements of
comparable business development companies desdnilbeel market data then available; (ii) that oxpexted expenses as a percentage of ne
assets attributable to common stock are geneesglythan most typically incurred by comparableress development companies described
in the market data then available; (iii) that tnbstantive terms of the investment advisory managemgreement, including the services t
provided, are generally the same as those of cabfgbusiness development companies describe@ iménket data then available; (iv) that
we have the ability to terminate the investmentigaty and management agreement without penalty 6patays' written notice to the
investment adviser; (v) that our investment adviseerved by a dedicated origination team of itmest professionals, and that these
investment professionals have historically focusednvestments in middle market companies and daveloped an investment process and
an extensive network of relationships with interiaeids focused on middle market companies, whigiegrnce and relationships coincide
with our investment objectives and generally eqoalsxceeds that of the management teams of otimeparable business development
companies described in the market data then aljlah) that the Administrator will provide certeadministrative services to us at cost;
(vii) that the investment adviser's pro forma paddility with respect to managing us was geneiaibg than the profitability of investment
advisers managing comparable business developropranies described in the market data then avajlabd that there is limited potential
for additional benefits to be derived by our invesht adviser and its affiliates as a result ofrelationship with our investment adviser;

(viii) that there is limited potential for econorsief scale that would inure to the benefit of shatders given the nature of our investment
portfolio; and (ix) that it would be difficult tolsain similar services from other third party sees providers or through an internally mang
structure.

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

Board Consideration of the Approval of the Amendedand Restated Investment Advisory and Management Agement

At a meeting of the board of direstof the Company held on February 24, 2006, thedbofdirectors, including all of the directors
who are not "interested persons" of the Compargefised in the Investment Company Act, unanimousted to approve the amended and
restated investment advisory agreement. The indkgretrdirectors had the opportunity to consult ir@iive session with counsel to the
Company regarding the approval of such agreememedching a decision to approve the amended atated investment advisory
agreement, the board of directors reviewed a sggmf amount of information and considered, amahgrthings:

(i) the nature, extent and qualitytted advisory and other services to be providetieddompany by the investment
adviser;
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(ii) the investment performance of @@mpany and the investment adviser;

(i) the costs of the services to bevyided by the investment adviser (including managmnfees, advisory fees and
expense ratios) and the profits realized by thestment adviser;

(iv) the limited potential for economiekscale in investment management associatedandhger capital base for
investments in first and second lien senior loarsraezzanine debt and whether such limited ecormafiscale would benefit
our stockholders;

(v) ourinvestment adviser's estimaiemiforma profitability with respect to managing; u

(vi) the limited potential for additionaenefits to be derived by our investment advésst its affiliates as a result of our
relationship with our investment adviser; and

(vii) various other matters.

In approving the Restated Agreemtinat entire board of directors, including all of dtieectors who are not "interested persons" r
the following conclusions:

. Nature, Extent and Quality of Services. The board of directors considered the natudene and quality of the investment
selection process employed by our investment athiisgluding the flow of transaction opportunitiesulting from Ares
Capital Management's investment professionalsifgignt capital markets, trading and research eigeerthe employment of
Ares Capital Management's investment philosopHigetice procedures, credit recommendation progessstment
structuring, and ongoing relationships with and itaring of portfolio companies, in light of the iastment objectives of the
Company. The board of directors also consideredrmaistment adviser's personnel and their prioeggpce in connection
with the types of investments made by us, includingh personnel's network of relationships witkrimtediaries focused on
middle market companies. In addition, the boardiadctors considered the other terms and conditdrise investment
advisory and management agreement. The boardesftdis concluded that the substantive terms oifestment advisory
management agreement, including the services prdaded, are generally the same as those of cabjmbusiness
development companies described in the availabl&ehdata and that it would be difficult to obtaimilar services from oth
third party services providers or through an indlsnmanaged structure. In addition, the boardidaors considered the fact
that we have the ability to terminate the investhaglvisory and management agreement without peoplip 60 days' written
notice to the investment adviser. The board ofatlines further concluded that our investment advisserved by a dedicated
origination team of investment professionals, drad these investment professionals have histoyifatlused on investments
middle market companies and have developed antimees process and an extensive network of reldtipsswvith
intermediaries focused on middle market compamibich experience and relationships coincide withiouestment
objectives and generally equal or exceed thoskeofrtanagement teams of other comparable businesgment companies
described in the available market data.

. Investment Performance. The board of directors reviewed the long-terd short-term investment performance of the
Company and the investment adviser, as well as aoatipe data with respect to the long-term andtsteom investment
performance of other business development companigsheir externally managed investment advidédrs.board of directol
concluded that the investment adviser was deligem@sults consistent with the investment objectifethe Company and that
the Company's
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investment performance was generally above averaga compared to comparable business developmeriardes.

Costs of the Services Provided to the Company antlé Profits Realized by the Investment Adviser. The board of
directors considered comparative data based orichubl/ailable information with respect to servicesdered and the advist
fees (including the management fees and incengigs)fof other business development companies itlas investment
objectives, our projected operating expenses apdrese ratio compared to other business developcoaempanies with similar
investment objectives, as well as the administeaiervices that our administrator, Ares Technigahistration LLC, will
provide to us at cost. Based upon its review, thard of directors concluded that the fees to bd pader the investment
advisory and management agreement are generalyhas those payable under agreements of compdrabieess
development companies described in the availabl&ehdata. In addition, the board of directors doded that our expected
expenses as a percentage of net assets attribtdatdenmon stock are generally equal to or less thase typically incurred
by comparable business development companies deddri the available market data.

Economies of Scale. The board of directors considered informatibowd the potential of stockholders to experience
economies of scale as the Company grows in size b®ard of directors considered that because #drerao break points in
the investment adviser's fees, any benefits reguftom the growth in the Company's assets wher€tmpany's fixed costs
did not increase proportionately, would not inwréhe benefit of the stockholders.

Profitability of Investment Adviser.  The board of directors concluded that the itmest adviser's pro forma profitability
with respect to managing us was generally less tiiuprofitability of investment advisers managawgnparable business
development companies described in the availabl&ehdata.

Additional Benefits Derived by Investment Adviser. The board of directors concluded that theteriged potential for
additional benefits, such as soft dollar arrangemetith brokers, to be derived by our investmentisetr and its affiliates as a
result of our relationship with our investment astvi

Other Matters Considered. In addition, our board of directors considettegl interests of senior management described in
"Certain Relationships and Related Transactiond"amcluded that the judgment and performance pfenior management
will not be impaired by those interests. Our inwesht adviser does not manage any other accounts.

Based on the information reviewed #reddiscussions, the board of directors (includingajority of the directors who are not
"interested persons") concluded that the investraduisory and management fee rates are fair arsdmaale in relation to the services to be
provided and approved the Restated Agreement hitlinvestment adviser as being in the best intedghe Company and the Company's
stockholders. The board of directors then direthetithe Restated Agreement be submitted to stdd&t®for approval with the board of
director's recommendation that the stockholdeth®Company vote to approve the Restated Agreement.

In view of the wide variety of facsathat our board of directors considered in cornioratith its evaluation of the investment
advisory and management agreement, it is not peddt quantify, rank or otherwise assign relatigghts to the specific factors it
considered in reaching its decision. The boardrefctbrs did not undertake to make any specifiemheination as to whether any particular
factor, or any aspect of any particular factor, fea®rable or unfavorable to the ultimate determioraof the board of directors. Rather, our
board of directors based its approval on the
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totality of information presented to, and the irtigegtion conducted by, it. In considering the fastdiscussed above, individual directors may
have given different weights to different factdssed on its review of the abovementioned factodsdiscussion of the Restated Agreement,
the board of directors approved the Restated Ageeérs being in the best interests of the Compadyttee Company's stockholders. The
board of directors then directed that the RestAtggement be submitted to stockholders for apprasithl the board of directors'
recommendation that stockholders of the Compang tmapprove the Restated Agreement.

Our stockholders are scheduled te wot approval of the amended and restated invest@deisory and management agreement on
May 30, 2006.

ADMINISTRATION AGREEMENT

Pursuant to a separate administratgreement, Ares Administration furnishes us witite facilities, equipment and clerical,
bookkeeping and record keeping services at sudlitit|s Under the administration agreement, Arernistration also performs, or
oversees the performance of, our required admétigér services, which include, among other thitgsng responsible for the financial
records which we are required to maintain and piegaeports to our stockholders and reports fileith the SEC. In addition, Ares
Administration assists us in determining and puiitig our net asset value, oversees the prepamatidfiling of our tax returns and the
printing and dissemination of reports to our stadlers, and generally oversees the payment ofxpereses and the performance of
administrative and professional services rendeyadtby others. Payments under the administratioeeanent will be equal to an amount
based upon our allocable portion of Ares Administras overhead in performing its obligations unther administration agreement, includ
rent and our allocable portion of the cost of officers and their respective staffs. Under the adshiation agreement, Ares Administration
also provides on our behalf managerial assistantt®ote portfolio companies to which we are requioeprovide such assistance. The
administration agreement may be terminated by efiagy without penalty upon 60-days' written netio the other party.

Indemnification

The administration agreement provithas, absent willful misfeasance, bad faith orligegce in the performance of its duties or by
reason of the reckless disregard of its dutiesadnigations, Ares Administration, its members anelit respective officers, managers,
partners, agents, employees, controlling persoeslvers and any other person or entity affiliatetth wiare entitled to indemnification from
Ares Capital for any damages, liabilities, costd arpenses (including reasonable attorneys' fegam@ounts reasonably paid in settlement)
arising from the rendering of Ares Administratiosé&zvices under the administration agreement @rafilse as administrator for Ares Capital.
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CERTAIN RELATIONSHIPS

We are party to an investment adyisord management agreement with Ares Capital Managge whose sole member is Ares
Management LLC, an entity in which our senior mamagnt and our chairman of the board has ownershigiaancial interests. Our senior
management also serve as principals of other imargtmanagers affiliated with Ares Management Lh& tmay in the future manage
investment funds with investment objectives simitaours. In addition, certain of our executiveiadfs and directors and the members of the
investment committee of our investment adviser sAZapital Management, serve or may serve as dficknectors or principals of entities
that operate in the same or related line of busiassve do or of investment funds managed by diliatgs. Accordingly, we may not be
given the opportunity to participate in certainéstments made by investment funds managed by ashaffdiated with Ares Management
LLC. However, our investment adviser and other memalof Ares intend to allocate investment oppottesiin a fair and equitable manner
that meet our investment objectives and strateggighat we are not disadvantaged in relation toadihgr client. See "Risk Factors—Risks
Relating to our Business—There are significant piidé conflicts of interest that could impact onwvéstment returns.”

Pursuant to the terms of the admiaigtn agreement, Ares Administration currentlyypdes us with the office facilities and
administrative services necessary to conduct oystataay operations. Ares Management LLC is the saémber of and controls Ares
Administration. However, we have entered into a feage and as of July 2006 will lease new officdifees directly from a third party. In
addition, we have entered into a sublease with AMtasagement LLC whereby Ares Management LLC wibilsase approximately 25% of
the new office space for a fixed rent equal to 28%e basic annual rent payable by us under thelease, plus certain additional costs and
expenses.

We have also entered into a licemgeament with Ares pursuant to which Ares has afregrant us a non-exclusive, royalty-free
license to use the name "Ares." Under this agregmenwill have a right to use the Ares name, fotang as Ares Capital Management or
one of its affiliates remains our investment advi§€gher than with respect to this limited license, will have no legal right to the "Ares"
name. This license agreement will remain in effecso long as the investment advisory and manageagreement with our investment
adviser is in effect.

In connection with our initial publidfering, our investment adviser paid to undergrst on our behalf, an additional sales load of
$2,475,000. This amount accrued interest at ablariate that adjusts quarterly equal to the timeeth LIBOR plus 2.00% per annum. We
repaid this amount, plus accrued and unpaid inteéreEebruary 2006.
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CONTROL PERSONS AND PRINCIPAL STOCKHOLDERS

As of May 8, 2006, there were no passthat owned 25% or more of our outstanding gosecurities, and no person would be
deemed to control us, as such term is defineddari €40 Act.

The following table sets forth, asMdy 8, 2006, the number of shares of the Compamytamon stock beneficially owned by each
of its current directors and executive officersdidectors and executive officers as a group, @arthin beneficial owners, according to
information furnished to the Company by such pesson

Beneficial ownership is determinecacordance with the rules of the SEC and inclwdéisg or investment power with respect to
the securities. Ownership information for thosespas who beneficially own 5% or more of our shafesommon stock is based upon
Schedule 13D, Schedule 13G or other filings by quensons with the SEC and other information obthfnem such persons.

The address for each of the direchois executive officers is c/o Ares Capital Corgiora 1999 Avenue of the Stars, Suite 1900,
Angeles, California 90067.

Amount and

Nature of

Beneficial Percent
Name of Beneficial Owner Ownership of Class(1)
Beneficial Owners of more than 5¢
Non-Management Beneficial Owne
Deutsche Bank A( 1,957,81I 5.14%
Entities affiliated with John S. Osterweis 2,865,17! 7.51%
Directors and Executive Officer
Interested Director
Robert L. Rosel None
Bennett Rosenth: None(3)
Independent Directol
Douglas E. Colthar None
Frank E. O'Bryal None
Eric B. Siege None
Executive Officers
Michael J. Aroughei None(3)
Daniel F. Nguyet None
Kevin A. Frankel None
Merritt S. Hoope! None
All Directors and Executive Officers as a Grougp€dsons None(3)

(1) Based on shares of common stock outstanding asagfay12006.

2 Osterweis Capital Management, Inc. holds 1,042¢0f5Bese shares and Osterweis Capital Manageme@thblds 1,822,395 of the
shares. John S. Osterweis is the President of@stitrweis Capital Management, Inc. and Osterwegt&ldManagement, LLC and as
a result may be deemed to be the indirect benk&ieiaer of the shares beneficially owned by Ostésu@apital Management, Inc. a
Osterweis Capital Management, LLC.

(3)  Ares Partners Management Company LLC and its whuiged subsidiary, Ares Management, Inc., the mamafgAres Management

LLC, are the only members of Ares Management LLEnme:tt Rosenthal and Michael Arougheti are membiefges Partners
Management Company LLC. Under applicable law, MedRosenthal and Arougheti and their
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respective spouses may be deemed to be benefioi@re of 666,667 shares of our common stock owfiegcord by Ares Capital
Management LLC by virtue of such status. Each ohquersons disclaims beneficial ownership of areh of Ares Capital common
stock owned by Ares Capital Management LLC, extefihe extent of their indirect pecuniary interéagrein.

The following table sets forth thdldorange of our equity securities beneficiallyred by each of our directors as of May 8, 2006.
We are not part of a "family of investment comparii@as that term is defined in the 1940 Act.

Dollar Range of Equity
Securities in Ares
Name of Director Capital(1)(2)

Independent Directors(3)

Douglas E. Colthar none
Frank E. O'Bryatr none
Eric B. Siege none

Interested Directors
Robert L. Rosel none
Bennett Rosenth: none

(1)  Dollar ranges are as follows: none, $1-$10,000,(1D$50,000, $50,001-$100,000, $100,001-$500,$80,001-$1,000,000 or over
$1,000,000.

2 Beneficial ownership determined in accordance Witie 16a-1(a)(2) under the Exchange Act.
(3) Asof May 8, 2006, to the best of the Company'sikedge, none of the independent directors or noesineor any of their immediate

family members, had any interest in the Compargy Gbmpany's investment adviser, or any persontay @irectly or indirectly
controlling, controlled by, or under common contrgth the Company.
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DETERMINATION OF NET ASSET VALUE

The net asset value per share obatstanding shares of common stock is determinadeply by dividing the value of total assets
minus liabilities by the total number of sharesstaniding.

In calculating the value of our tadgkets, we value investments for which marketadioots are readily available at such market
guotations. Debt and equity securities that arepnbticly traded or whose market price is not rgaavailable are valued at fair value as
determined in good faith by our board of directérs.a general rule, loans or debt in our portfg@merally correspond to cost but are subject
to fair value write-downs when the asset is considémpaired. With respect to private equity sd@sj each investment is valued using
comparisons of financial ratios of the portfoliameanies that issued such private equity secutiig@ger companies that are public. The v
is then discounted to reflect the illiquid natufdéhe investment, as well as our minority, non-cohposition. When an external event such as
a purchase transaction, public offering or subsetgeguity sale occurs, we use the pricing indicétethe external event to corroborate our
private equity valuation. Because there is notaglilg available market value for most of the invashts in our portfolio, we value
substantially all of our portfolio investments airfvalue as determined in good faith by our baarder a valuation policy and a consistently
applied valuation process. Due to the inherent taitey of determining the fair value of investmgtitat do not have a readily available
market value, the fair value of our investments miffier significantly from the values that wouldusabeen used had a ready market existed
for such investments, and the differences coulthaterial.

With respect to investments for whichrket quotations are not readily available, aarl of directors undertakes a multi-step
valuation process each quarter, as described below:

. Our quarterly valuation process begins with eaatfgla> company or investment being initially vatliey the investment
professionals responsible for the portfolio invesitin

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

. The audit committee of our board of directors waNiew these preliminary valuations. Where appudptithe committee may
utilize an independent valuation firm selected gy board of directors.

. The board of directors discusses valuations aretiates the fair value of each investment in outfptio in good faith based
on the input of our investment adviser and auditimittee and, where appropriate, an independenttiatufirm.

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

Determination of fair values involh&shjective judgments and estimates not susceptitdabstantiation by auditing procedures.
Accordingly, under current auditing standards,rtbees to our financial statements will refer to timeertainty with respect to the possible
effect of such valuations, and any change in sadhations, on our financial statements.
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DIVIDEND REINVESTMENT PLAN

We have adopted a dividend reinvestrpan that provides for reinvestment of our disttions on behalf of our stockholders, unl
a stockholder elects to receive cash as provideshb@s a result, if our board of directors autlzes, and we declare, a cash dividend, then
our stockholders who have not "opted out" of owid#ind reinvestment plan will have their cash dévids automatically reinvested in
additional shares of our common stock, rather teariving the cash dividends.

No action is required on the paraaegistered stockholder to have their cash divddemvested in shares of our common stock. A
registered stockholder may elect to receive anesdtvidend in cash by notifying Computershare T@ampany, Inc., the plan administrator
and an affiliate of our transfer agent and registrawriting so that such notice is received bg fhan administrator no later than the record
date for dividends to stockholders. The plan adshiator will set up an account for shares acquineaugh the plan for each stockholder who
has not elected to receive dividends in cash atdiduzh shares in non-certificated form. Upon retjbg a stockholder participating in the
plan, received in writing no later than 10 day®pto the record date, the plan administrator wiktead of crediting shares to the participe
account, issue a certificate registered in the@pant's name for the number of whole shares ofcommon stock and a check for any
fractional share.

Those stockholders whose shareseldelly a broker or other financial intermediary mageive dividends in cash by notifying their
broker or other financial intermediary of theiratlen.

We intend to use primarily newly isdushares to implement the plan, whether our sleegading at a premium or at a discount to
net asset value. However, we reserve the rightitohase shares in the open market in connectidnowmit obligations under the plan. The
number of shares to be issued to a stockholdestesmhined by dividing the total dollar amount of dtividend payable to such stockholder by
the market price per share of our common stockeatlose of regular trading on The NASDAQ Natiodarket on the valuation date for st
dividend. Market price per share on that date beélthe closing price for such shares on The NASIN&fonal Market or, if no sale is
reported for such day, at the average of theirnteddid and asked prices. The number of sharesirofommon stock to be outstanding after
giving effect to payment of the dividend cannotelstablished until the value per share at whichtawdil shares will be issued has been
determined and elections of our stockholders haentbabulated.

There are no brokerage charges aratharges to stockholders who participate in taa.prhe plan administrator's fees under the
plan are paid by us. If a participant elects bytteni notice to the plan administrator to have tlam gdministrator sell part or all of the shares
held by the plan administrator in the participaatsount and remit the proceeds to the particiggaatplan administrator is authorized to
deduct a $15 transaction fee plus a $0.12 per sfrakerage commission from the proceeds.

Stockholders who receive dividendthim form of stock are subject to the same fedstate and local tax consequences as are
stockholders who elect to receive their dividendsash. A stockholder's basis for determining gaitoss upon the sale of stock received in a
dividend from us will be equal to the total dol&mount of the dividend payable to the stockholdes stock received in a dividend will have
a new holding period for tax purposes commencintherday following the day on which the sharescaeglited to the U.S. stockholder's
account.

Participants may terminate their acts under the plan by notifying the plan admiitstr via its website at
www.computershare.conby filling out the transaction request form et bottom of their statement and sending ihéoglan
administrator at 2 N. LaSalle Street, Chicago, 06@2 or by calling the plan administrator's hotlaiel-877-292-9685.

The plan may be terminated by us upamtice in writing mailed to each participant eide30 days prior to any record date for the
payment of any dividend by us. All correspondermecerning the plan should be directed to the pthmimistrator by mail at 2 N. LaSalle
Street, Chicago, IL 60602 or by telephone at (¥88-4993.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discussion is a genet@nmary of the material U.S. federal income taxstaerations applicable to us and to an
investment in our shares. This summary does ngigsuto be a complete description of the incomecxsiderations applicable to such an
investment. For example, we have not describeddagequences that we assume to be generally knpwvdstors or certain considerations
that may be relevant to certain types of holdebjes to special treatment under U.S. federal inedax laws, including stockholders subject
to the alternative minimum tax, tax-exempt orgatiies, insurance companies, dealers in securjiErssion plans and trusts, and financial
institutions. This summary assumes that investold ur common stock as capital assets (withimtieaning of the Code). The discussion is
based upon the Code, Treasury regulations, andnéstrative and judicial interpretations, each athefdate of this prospectus and all of
which are subject to change, possibly retroactiwelyich could affect the continuing validity of shiliscussion. We have not sought and will
not seek any ruling from the Internal Revenue Servegarding the offerings pursuant to this proggeand any accompanying prospectus
supplement. This summary does not discuss any @sped.S. estate or gift tax or foreign, statéomal tax. It does not discuss the special
treatment under U.S. federal income tax laws tbatccresult if we invested in tax-exempt securibegertain other investment assets.

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

. a citizen or individual resident of the United &gt

. a corporation, or other entity treated as a cotpmrdor U.S. federal income tax purposes, createarganized in or under the
laws of the United States or any state thereofiemistrict of Columbia; or

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

. a trust with respect to which a court within theitdd States is able to exercise primary supervisig@r its administration and
one or more U.S. stockholders have the authorigotdrol all of its substantial decisions.

A "Non-U.S. stockholder" is a ben&fiowner of shares of our common stock that issnbtS. stockholder.

If a partnership (including an entitgated as a partnership for U.S. federal incaareptirposes) holds shares of our common stock,
the tax treatment of a partner in the partnershiipgenerally depend upon the status of the paramerthe activities of the partnership. A
prospective stockholder that is a partnership hgldghares of our common stock or a partner of aygdrtnership should consult his, her o
tax advisers with respect to the purchase, owneiasiil disposition of shares of our common stock.

Tax matters are very complicated dngdtax consequences to an investor of an investimenir shares will depend on the facts of
his, her or its particular situation. We encourany@stors to consult their own tax advisers regaydhe specific consequences of such an
investment, including tax reporting requiremertg, applicability of federal, state, local and fgretax laws, eligibility for the benefits of any
applicable tax treaty and the effect of any possiiblanges in the tax laws.

ELECTION TO BE TAXED AS ARIC

As a BDC, we have elected to be &ais a RIC under Subchapter M of the Code. A<Ca Ré generally will not pay corporate-
level federal income taxes on any ordinary incomeapital gains that we distribute to our stockleoddas dividends. To qualify as a RIC, we
must, among other
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things, meet certain source-of-income and assetslfication requirements (as described belowaddition, we must distribute to our
stockholders, for each taxable year, an amountl éguw least 90% of our "investment company tagabtome," which is generally our
ordinary income plus the excess of realized nettsleom capital gains over realized net long-teapital losses, reduced by deductible
expenses (the "Annual Distribution Requirement&e SRisk Factors—We will be subject to corporatesléencome tax if we are unable to
qualify as a RIC."

TAXATION AS ARIC
If we:

. qualify as a RIC; and

. satisfy the Annual Distribution Requirement;

then we will not be subject to federal income taxtee portion of our investment company taxabl®ime and net capital gain.€., net long-
term capital gains in excess of net short-termtahfusses) we distribute to stockholders. We bdisubject to U.S. federal income tax at the
regular corporate rates on any income or capital gat distributed (or deemed distributed) to aiackholders.

We will be subject to a 4% nondechletifederal excise tax on certain undistribute®me of RICs unless we distribute in a timely
manner an amount at least equal to the sum of8% & our ordinary income for each calendar yeyr98% of our capital gain net income
for the oneyear period ending October 31 in that calendar gedr(3) any income realized, but not distributegyreceding years (the "EXci
Tax Avoidance Requirement”).

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

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

. derive in each taxable year at least 90% of ousghacome from dividends, interest, payments vapect to certain securities
loans, gains from the sale of stock or other séesrior other income derived with respect to ausibess of investing in such
stock or securities (the "90% Income Test"); and

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

. at least 50% of the value of our assets consistagti, cash equivalents, U.S. Government secusiéesirities
of other RICs, and other securities if such otleeusities of any one issuer do not represent nta@e 5% of the
value of our assets or more than 10% of the oudstgnsoting securities of the issuer; and

. no more than 25% of the value of our assets issiiegein the securities, other than U.S. Governreectrities ©
securities of other RICs, of one issuer or of twonore issuers that are controlled, as determimeieéu
applicable tax rules, by us and that are engagé#teisame or similar or related trades or busirse@ke
"Diversification Tests").

We may be required to recognize texalrome in circumstances in which we do not neeeiash. For example, if we hold debt
obligations that are treated under applicable tidesras having original issue discount (such as idestrtuments with payment-in-kind interest
or, in certain cases, increasing interest ratéssoed with warrants), we must include in incomehegear a portion of the original issue
discount that accrues over the life of the oblgatiregardless of whether cash representing secmie is received by us in the same taxable
year. Because any original issue discount accrukkthevincluded in our investment company taxalleome for the year of accrual, we n
be required to make a distribution to our stockbmddn order to satisfy the Annual Distribution REgment, even though we will not have
received any corresponding cash amount.
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In addition, certain of our investrhpractices may be subject to special and compl&x féderal income tax provisions that may,
among other things, (i) disallow, suspend or otligedimit the allowance of certain losses or deihind, (ii) convert lower taxed long-term
capital gain into higher taxed short-term capit@hgor ordinary income, (iii) convert an ordinaogs or a deduction into a capital loss (the
deductibility of which is more limited), (iv) adveely affect the time as to when a purchase orcfadeock or securities is deemed to occur
(v) adversely alter the characterization of certmimplex financial transactions. We will monitorrdransactions and may make certain tax
elections in order to mitigate the effect of thpsavisions.

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

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

If we purchase shares in a "passiveifin investment company” (a "PFIC"), we may bgiett to U.S. federal income tax on a
portion of any "excess distribution” or gain frohetdisposition of such shares even if such incanlisiributed as a taxable dividend by us to
our stockholders. Additional charges in the natfrmterest may be imposed on us in respect ofrdeddaxes arising from such distributions
or gains. If we invest in a PFIC and elect to tthatPFIC as a "qualified electing fund" under @ule (a "QEF"), in lieu of the foregoing
requirements, we will be required to include indne each year a portion of the ordinary earningsres capital gain of the QEF, even if
such income is not distributed to us. Alternatiyelg can elect to mark-to-market at the end of ¢axable year our shares in a PFIC; in this
case, we will recognize as ordinary income anyease in the value of such shares, and as ordiossyaihny decrease in such value to the
extent it does not exceed prior increases includétcome. Under either election, we may be reglicerecognize in a year income in excess
of our distributions from PFICs and our proceedsifrdispositions of PFIC stock during that year, anch income will nevertheless be
subject to the Annual Distribution Requirement anllibe taken into account for purposes of the 4&ige tax. See "Taxation as a RIC"
above.

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

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

We are authorized to borrow funds tnsell assets in order to satisfy distributioguieements. However, under the 1940 Act, we
not permitted to make distributions to our stockleos while our debt obligations and senior se@gsitire outstanding unless certain "asset
coverage" tests are met. See "Regulation—Indebssdmed Senior Securities." Moreover, our abilitdigpose of assets to meet our
distribution requirements may be limited by (1) tiguid nature of our portfolio and (2) other rdgements relating to our status as a RIC,
including the Diversification Tests. If we dispasfeassets to meet the Annual Distribution Requinatyithe Diversification Test, or the Exci
Tax Avoidance Requirement, we may make such disposiat times that, from an investment standpairg,not advantageous.
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If we fail to satisfy the Annual Ditution Requirement or otherwise fail to qualify @ RIC in any taxable year, we will be subjec
tax in that year on all of our taxable income, rdigss of whether we make any distributions tostackholders. In that case, all of our
income will be subject to corporate-level federmiame tax, reducing the amount available to beiliged to our stockholders. In contrast,
assuming we qualify as a RIC, our corporate-legdefal income tax should be substantially reducediminated. See "Election to be Taxed
as a RIC" and "Risk Factors—We will be subjectdgporate-level income tax if we are unable to duals a RIC."

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

Distributions by us generally areahbe to U.S. stockholders as ordinary income oitabgains. Distributions of our "investment
company taxable income" (which is, generally, aulimary income plus realized net short-term camjths in excess of realized net long-
term capital losses, reduced by deductible expgmgdde taxable as ordinary income to U.S. stamklers to the extent of our current and
accumulated earnings and profits, whether paid#hor reinvested in additional common stock. Eoektent such distributions paid by us to
non-corporate stockholders (including individuas} attributable to dividends from U.S. corporagiend certain qualified foreign
corporations, such distributions generally willdéigible for a maximum tax rate of 15%. In this aedj, it is anticipated that distributions paid
by us will generally not be attributable to dividisrand, therefore, generally will not qualify fbet15% maximum rate. Distributions of our
net capital gains (which is generally our realined long-term capital gains in excess of realizetdshort-term capital losses) properly
designated by us as "capital gain dividends" waltéxable to a U.S. stockholder as long-term chgétims, at a maximum rate of 15% in the
case of non-corporate U.S. stockholders, regardietfee U.S. stockholder's holding period for sy or its common stock and regardless of
whether paid in cash or reinvested in additionahicmn stock. Distributions in excess of our earniagd profits first will reduce a U.S.
stockholder's adjusted tax basis in such stockhisldemmon stock and, after the adjusted basedisaed to zero, will constitute capital ga
to such U.S. stockholder.

Although we currently intend to distite any long-term capital gains at least annuaily may in the future decide to retain some or
all of our long-term capital gains, but designdte tetained amount as a "deemed distribution.hdh ¢ase, among other consequences, we
will pay tax on the retained amount, each U.S.ldtolder will be required to include his, her orstsare of the deemed distribution in income
as if it had been actually distributed to the Wit®ckholder, and the U.S. stockholder will be éadito claim a credit equal to his, her or its
allocable share of the tax paid thereon by us.arheunt of the deemed distribution net of such tdikbe added to the U.S. stockholder's tax
basis for his, her or its common stock. Since wgeekto pay tax on any retained capital gains ategular corporate tax rate, and since that
rate is in excess of the maximum rate currentlyapégy by individuals on long-term capital gains, éimeount of tax that individual
stockholders will be treated as having paid andmMoich they will receive a credit will exceed ttextthey owe on the retained net capital ¢
Such excess generally may be claimed as a creglitgtghe U.S. stockholder's other federal incomeobligations or may be refunded to the
extent it exceeds a stockholder's liability fordeal income tax. A stockholder that is not subjedederal income tax or otherwise required to
file a federal income tax return would be requitedile a federal income tax return on the appraigrform in order to claim a refund for the
taxes we paid. In order to utilize the deemed ithistion approach, we must provide written noticetw stockholders prior to the expiratior
60 days after the close of the relevant taxable. W&¥a cannot treat any of our investment comparglike income as a "deemed distribution."”

We will be subject to alternative minm tax, also referred to as "AMT," but any itethat are treated differently for AMT purposes
must be apportioned between us and our stockhodahets
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this may affect the stockholders' AMT liabilitiesithough regulations explaining the precise methbdpportionment have not yet been
issued, such items will generally be apportionethaénsame proportion that dividends paid to eastksiolder bear to our taxable income
(determined without regard to the dividends paidudtion), unless a different method for particudem is warranted under the circumstan

For purposes of determining (1) wheetthe Annual Distribution Requirement is satisfiedany year and (2) the amount of capital
gain dividends paid for that year, we may, undetaie circumstances, elect to treat a dividend ihatid during the following taxable year
if it had been paid during the taxable year in ¢joas|f we make such an election, the U.S. stotdnowill still be treated as receiving the
dividend in the taxable year in which the distribatis made. However, any dividend declared bynudétober, November or December of
any calendar year, payable to stockholders of teonra specified date in such a month and actpally during January of the following ye
will be treated as if it had been received by ous.Wtockholders on December 31 of the year in lwttie dividend was declared.

If an investor purchases shares otommon stock shortly before the record date di&ibution, the price of the shares will inclt
the value of the distribution and the investor Wwal subject to tax on the distribution even thoitigepresents a return of his, her or its
investment.

A stockholder generally will recogaitaxable gain or loss if the stockholder sellstberwise disposes of his, her or its shares of our
common stock. Any gain arising from such sale spdsition generally will be treated as long-termitz gain or loss if the stockholder has
held his, her or its shares for more than one y@#rerwise, it would be classified as short-termited gain or loss. However, any capital loss
arising from the sale or disposition of shareswf@mmon stock held for six months or less wiltteated as long-term capital loss to the
extent of the amount of capital gain dividends e, or undistributed capital gain deemed receivéth respect to such shares. In addition,
all or a portion of any loss recognized upon aakgon of shares of our common stock may be digadt if other shares of our common
stock are purchased (whether through reinvestnfatistibutions or otherwise) within 30 days befareafter the disposition.

In general, non-corporate U.S. staddtérs currently are subject to a maximum federabine tax rate of 15% on their net capital
gain (i.e., the excess of realized net long-terpitahgain over realized net short-term capitaklésr a taxable year, including a long-term
capital gain derived from an investment in our searSuch rate is lower than the maximum rate dinary income currently payable by
individuals. Corporate U.S. stockholders currently subject to federal income tax on net capitad gathe maximum 35% rate that also
applies to ordinary income. Non-corporate stockbrddvith net capital losses for a year (i.e., @itsses in excess of capital gains)
generally may deduct up to $3,000 of such lossasagtheir ordinary income each year; any nettahjzisses of a non-corporate stockholder
in excess of $3,000 generally may be carried fotveard used in subsequent years as provided indtle.Corporate stockholders generally
may not deduct any net capital losses for a yadnyiay carry back such losses for three yearsrmoy éarward such losses for five years.

We will send to each of our U.S. &toalders, as promptly as possible after the erghoh calendar year, a notice detailing, on a per
share and per distribution basis, the amounts dlilglel in such U.S. stockholder's taxable incomestarh year as ordinary income and as long:-
term capital gain. In addition, the federal taxtsdaof each year's distributions generally willrbported to the Internal Revenue Service
(including the amount of dividends, if any, eligitfbr the 15% maximum rate). Distributions may decsubject to additional state, local and
foreign taxes depending on a U.S. stockholdertcpdar situation. The Company's ordinary incomédinds, but not capital gains divider
to corporate stockholders, may, if certain condiiare met, qualify for the 70% dividends receigleduction to the extent that the Company
has received qualifying dividend income during the
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taxable year. Dividends distributed by us genenailiynot be eligible for the dividends-receiveddietion or the preferential rate applicable
to qualifying dividends.

We may be required to withhold U&ldral income tax ("backup withholding"), currerdlya rate of 28%, from all taxable
distributions to any non-corporate U.S. stockholdgmwho fails to furnish us with a correct taxpaigentification number or a certificate that
such stockholder is exempt from backup withholdiorgy(2) with respect to whom the IRS notifies uattbuch stockholder has failed to
properly report certain interest and dividend ineaim the IRS and to respond to notices to thateffen individual's taxpayer identification
number is his or her social security number. Anypant withheld under backup withholding is allowedaacredit against the U.S.
stockholder's federal income tax liability and neayitle such stockholder to a refund, provided graper information is timely provided to
the IRS.

Under Treasury regulations, if a ktmdder recognizes a loss with respect to shar& afillion or more for a non-corporate
stockholder or $10 million or more for a corporsteckholder in any single taxable year (or a grdats over a combination of years), the
stockholder must file with the IRS a disclosurdestgent on Form 8886. Direct stockholders of poitfekcurities are in many cases excepted
from this reporting requirement, but under curmgmtiance, stockholders of a RIC are not exceptetiirE guidance may extend the current
exception from this reporting requirement to stasklrs of most or all RICs. The fact that a losseortable under these regulations doe:
affect the legal determination of whether the tggos treatment of the loss is proper. Significanhetary penalties apply to a failure to
comply with this reporting requirement. States rabsp have a similar reporting requirement. Stoattéid should consult their tax advisors to
determine the applicability of these regulation§ght of their individual circumstances.

TAXATION OF NON-U.S. STOCKHOLDERS

Whether an investment in the shasegppropriate for a Nob-S. stockholder will depend upon that person'ti@4ar circumstance
An investment in the shares by a Non-U.S. stocldraiday have adverse tax consequences. Non-U.&hslders should consult their tax
advisers before investing in our common stock.

Distributions of our "investment coamy taxable income" to Non-U.S. stockholders wdlldubject to withholding of U.S. federal
income tax at a 30% rate (or lower rate provide@bwpplicable income tax treaty) to the exterdwfcurrent and accumulated earnings and
profits unless the distributions are effectivelywnected with a U.S. trade or business of the Nd-stockholder, and, if an income tax treaty
applies, are attributable to a permanent estabbsiin the United States of the Non-U.S. stockhglihewhich case the distributions will be
subject to federal income tax at the rates appicatbU.S. persons. In that case, we will not lmpiired to withhold federal tax if the Ndu-S.
stockholder complies with applicable certificatiamd disclosure requirements. Special certificatemuirements apply to a Non-U.S.
stockholder that is a foreign partnership or aifprérust, and such entities are urged to conkelt bwn tax advisers.

However, "interest-related dividendst "short-term capital gain dividends" paid to Non-U.S. stockholders will not be subject to
withholding of U.S. federal income tax if the reguments below are satisfied. The amount of "interelated dividends" that we may pay
each year is limited to the amount of "qualifieteiiest income” that we receive during that yeas the amount of our expenses properly
allocable to such interest income. "Qualified iettrincome" includes, among other items, interakt pn debt obligations of a U.S. issuer,
interest paid on deposits with U.S. banks and artgrest-related dividends" from another RIC. Tkeraption from withholding tax on
"interest-related dividends", however, does notyappdistributions to a Non-U.S. stockholder fiat has not complied with applicable
certification requirements, (ii) of interest on@ligation issued by the Non-U.S. stockholder oahyissuer of which the Non-U.S.
stockholder is a 10% shareholder, (iii) that is
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within certain foreign countries that have inaddquaformation exchange with the United Stategj\grof interest paid by a person that is a
related person of the Non-U.S. stockholder and\iie-U.S. stockholder is a controlled foreign cogimm. The amount of "shotérm capita
gain dividends" that we may pay each year geneisliynited to the excess of our net short-termitegains over our net long-term capital
losses, without any reduction for our expensesabite to such gains. The exemption from U.S. ta¥sbort-term capital gain dividends",
however, does not apply with respect to an indigidion-U.S. stockholder who is present in the United St&te 183 days or more during !
taxable year of the distribution. If our income &taxable year includes "qualified interest incbmenet short-term capital gains, we may
designate dividends as "interest-related dividewdsshort-term capital gain dividends" by writteatice mailed to NorJ.S. stockholders n
later than 60 days after the close of our taxabber yThese provisions apply to dividends paid netpect to taxable years beginning on or
after January 1, 2005 and will cease to apply ¥adnds paid with respect to taxable years begmafter December 31, 2007. No assurance
can be given that Congress will not repeal theseigions prior to their scheduled expiration.

Actual or deemed distributions of oet capital gains to a Non-U.S. stockholder, amidgrealized by a Non-U.S. stockholder upon
the sale of our common stock, will not be subjeawithholding of U.S. federal income tax and getignaill not be subject to U.S. federal
income tax (a) unless the distributions or gaissha case may be, are effectively connected wiltsa trade or business of the Non-U.S.
stockholder and, if an income tax treaty applies,atributable to a permanent establishment maiedaby the Non-U.S. stockholder in the
United States or (b) the Non-U.S. stockholder ignaividual, has been present in the United Ste483 days or more during the taxable
year, and certain other conditions are satis

If we distribute our net capital gain the form of deemed rather than actual distidims (which we may do in the future), a Non-
U.S. stockholder will be entitled to a federal immtax credit or tax refund equal to the stockhiddalocable share of the tax we pay on the
capital gains deemed to have been distributedrdardo obtain the refund, the Non-U.S. stockholdest obtain a U.S. taxpayer
identification number and file a federal income taturn even if the Non-U.S. stockholder would otiterwise be required to obtain a U.S.
taxpayer identification number or file a federatome tax return. For a corporate Non-U.S. stockémwldistributions (both actual and
deemed), and gains realized upon the sale of cumumn stock that are effectively connected with &.UWrade or business may, under certain
circumstances, be subject to an additional "bramofits tax" at a 30% rate (or at a lower raterd\ypded for by an applicable income tax
treaty).

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

A Non-U.S. stockholder who is a nesident alien individual, and who is otherwise sabjo withholding of federal income tax,
may be subject to information reporting and backithholding of federal income tax on dividends wd¢he Non-U.S. stockholder provides
us or the dividend paying agent with an IRS Forn8BEN (or an acceptable substitute form) or otheswigeets documentary evidence
requirements for establishing that it is a Non-WiBckholder or otherwise establishes an exemgiton backup withholding.

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

FAILURE TO QUALIFY AS ARIC

If we were unable to qualify for theeent as a RIC, we would be subject to tax onfadius taxable income at regular corporate rates.
We would not be able to deduct distributions taktmlders, nor would they be required to be madstributions would generally be taxable
to our stockholders as ordinary dividend incomgiklée for the 15% maximum rate to the extent of cunrent and accumulated earnings and
profits. Subject to certain limitations under thedg, corporate

100




distributees would be eligible for the dividendsaied deduction. Distributions in excess of ourent and accumulated earnings and profits
would be treated first as a return of capital ® éktent of the stockholder's tax basis, and amair@ing distributions would be treated as a
capital gain. If we were to fail to meet the RIQueéements for more than two consecutive yearstiaaul to seek to requalify as a RIC, we
would be required to recognize gain to the extéatngy unrealized appreciation in our assets unkesmade a special election to pay
corporate-level tax on any such unrealized apptieciaecognized during the succeeding 10-year gerio
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DESCRIPTION OF OUR STOCK

The following description is based on relevant jpms of the Maryland General Corporation Law andaur charter and bylaws.
This summary is not necessarily complete, and fe y®u to the Maryland General Corporation Law amg charter and bylaws for a more
detailed description of the provisions summarizelb\.

STOCK

Our authorized stock consists of 000,000 shares of stock, par value $0.001 per sabuef which are currently designated as
common stock. Our common stock is quoted on The DAS National Market under the symbol "ARCC." On MKy, 2006, the last
reported sales price of our common stock on The DASQ National Market was $17.00 per share. Therenareutstanding options or
warrants to purchase our stock. No stock has bethrodzed for issuance under any equity compensatians. Under Maryland law, our
stockholders generally are not personally liableofar debts or obligations.

Under our charter, our board of diveg is authorized to classify and reclassify anigsued shares of stock into other classes or
series of stock and authorize the issuance of stirgtock without obtaining stockholder approved.permitted by the Maryland General
Corporation Law, our charter provides that the Hazrdirectors, without any action by our stocklesk] may amend the charter from time to
time to increase or decrease the aggregate nurhbbares of stock or the number of shares of sbéahy class or series that we have
authority to issue.

Common Stock

All shares of our common stock hageat rights as to earnings, assets, dividends atidgzand, when they are issued, will be duly
authorized, validly issued, fully paid and nonasabte. Distributions may be paid to the holderswfcommon stock if, as and when
authorized by our board of directors and declagedshout of funds legally available therefor. Slsaseour common stock have no
preemptive, exchange, conversion or redemptiortgighd are freely transferable, except where thaisfer is restricted by federal and state
securities laws or by contract. In the event afaitiation, dissolution or winding up of Ares Capjteach share of our common stock would
be entitled to share ratably in all of our asses are legally available for distribution after pay all debts and other liabilities and subject to
any preferential rights of holders of our prefersgack, if any preferred stock is outstanding @hstime. Each share of our common stock is
entitled to one vote on all matters submitted tot& of stockholders, including the election okdiors. Except as provided with respect to
any other class or series of stock, the holdemiotommon stock will possess exclusive voting powhkere is no cumulative voting in the
election of directors, which means that holdera ofajority of the outstanding shares of commonkstam elect all of our directors, and
holders of less than a majority of such sharesheillinable to elect any director.

The following are our outstandingssies of capital stock as of May 8, 2006:

©)

Amount Held by 4)
Registrant Amount Outstanding
1) ) or for its Exclusive of Amount
Title of Class Amount Authorized Account Shown Under(3)
Common Stocl 100,000,00 — 38,108,89

Preferred Stock

Our charter authorizes our boardigfadors to classify and reclassify any unissuettesh of stock into other classes or series of ¢
including preferred stock. Prior to issuance ofrekaf each
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class or series, the board of directors is requireMaryland law and by our charter to set the &rpmeferences, conversion or other rights,
voting powers, restrictions, limitations as to diemnds or other distributions, qualifications annt® or conditions of redemption for each c
or series. Thus, the board of directors could aighdhe issuance of shares of preferred stock teitns and conditions that could have the
effect of delaying, deferring or preventing a tr@et#on or a change in control that might involveramium price for holders of our common
stock or otherwise be in their best interest. Yiooutd note, however, that any issuance of prefesteck must comply with the requirements
of the 1940 Act. The 1940 Act requires, among othergs, that (1) immediately after issuance arfdrieeany dividend or other distribution
made with respect to our common stock and befoygarchase of common stock is made, such prefataexk together with all other
indebtedness and senior securities must not exaeathount equal to 50% of our total assets aft@nateng the amount of such dividend,
distribution or purchase price, as the case magie(2) the holders of shares of preferred stibahy are issued, must be entitled as a class
to elect two directors at all times and to elentaority of the directors if dividends on such mmeéd stock are in arrears by two years or
more. Certain matters under the 1940 Act requieesttparate vote of the holders of any issued atstamding preferred stock. For example,
holders of preferred stock would vote separatadynfthe holders of common stock on a proposal tseegerations as a BDC. We believe
that the availability for issuance of preferredcgtwvill provide us with increased flexibility inrsicturing future financings and acquisitions.

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

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

Our charter authorizes us and ouawsglobligate us, to the maximum extent permittetlayyland law and subject to the
requirements of the 1940 Act, to indemnify any présr former director or officer or any individuaho, while a director or officer and at
our request, serves or has served another corporadial estate investment trust, partnershipt j@nture, trust, employee benefit plan or
other enterprise as a director, officer, partnerustee, from and against any claim or liabiliiywhich that person may become subject or
which that person may incur by reason of his ordt&tus as a present or former director or offezet to pay or reimburse their reasonable
expenses in advance of final disposition of a pedogy. The charter and bylaws also permit us termuify and advance expenses to any
person who served a predecessor of us in any afpacities described above and any of our empdogeagents or any employees or agents
of our predecessor. In accordance with the 1940wetwill not indemnify any person for any liabjlito which such person would be subject
by reason of such person's willful misfeasance,faal, gross negligence or reckless disregarth@ftuties involved in the conduct of his or
her office. In addition to the indemnification pided for in our bylaws, we have entered into ind#itetion agreements with each of our
current directors and officers and with memberswofinvestment adviser's investment committee amdwend to enter into indemnification
agreements with each of our future directors afidest. The indemnification agreements attemptrtavige these directors and senior offic
the maximum indemnification permitted under Margldaw and the 1940 Act. The agreements provide ngnother things, for the
advancement of expenses and indemnification foiliiges incurred which such person may incur bgsen of his status as a present or fo
director or officer or member of our investmentigdv's investment committee in any action or prdoegarising out of the performance
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of such person's services as a present or formertdr or officer or member of our investment advsinvestment committee.

Maryland law requires a corporatianléss its charter provides otherwise, which oarter does not) to indemnify a director or
officer who has been successful, on the meritdtweravise, in the defense of any proceeding to whielor she is made or threatened to be
made a party by reason of his or her service indhpacity. Maryland law permits a corporationrtdémnify its present and former directors
and officers, among others, against judgments,lppesafines, settlements and reasonable expemrseslly incurred by them in connection
with any proceeding to which they may be made ettlareatened to be made a party by reason ofgbaiice in those or other capacities
unless it is established that (a) the act or omissf the director or officer was material to thattar giving rise to the proceeding and (1) was
committed in bad faith or (2) was the result ofvaeaind deliberate dishonesty, (b) the directasflicer actually received an improper
personal benefit in money, property or servicepin the case of any criminal proceeding, thedior or officer had reasonable cause to
believe that the act or omission was unlawful. Heaveunder Maryland law, a Maryland corporation may indemnify for an adverse
judgment in a suit by or in the right of the cortoon or for a judgment of liability on the badigt a personal benefit was imprope
received, unless in either case a court ordersnindiation, and then only for expenses. In additiblaryland law permits a corporation to
advance reasonable expenses to a director or offfizn the corporation's receipt of (a) a writtéfirmation by the director or officer of his
her good faith belief that he or she has met thedstrd of conduct necessary for indemnificationHgycorporation and (b) a written
undertaking by him or her or on his or her behalfepay the amount paid or reimbursed by the catjmr if it is ultimately determined that
the standard of conduct was not met.

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

The Maryland General Corporation Laawd our charter and bylaws contain provisions ¢batd make it more difficult for a potent
acquiror to acquire us by means of a tender gfiixy contest or otherwise. These provisions apeebted to discourage certain coercive
takeover practices and inadequate takeover bidsoa@acourage persons seeking to acquire contnas &b negotiate first with our board of
directors. We believe that the benefits of theswigions outweigh the potential disadvantages st¢aliraging any such acquisition proposals
because, among other things, the negotiation df puaposals may improve their terms.

Classified board of directors

Our board of directors is dividedoiihiree classes of directors serving staggeree-year terms. The initial terms of the first, seston
and third classes will expire in 2005, 2006 and7208spectively. Beginning in 2005, upon expiratidrtheir current terms, directors of each
class are elected to serve for three-year termaiatiitheir successors are duly elected and qualid each year one class of directors will be
elected by the stockholders. A classified board neagler a change in control of us or removal ofipocumbent management more difficult.
We believe, however, that the longer time requtoeelect a majority of a classified board of dimstwill help to ensure the continuity and
stability of our management and policies.

Election of directors

Our charter and bylaws provide that affirmative vote of the holders of a majoritytlog outstanding shares of stock entitled to vote
in the election of directors will be required te&l a director. Pursuant to the charter, our boédirectors may amend the bylaws to alter the
vote required to elect directors.
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Number of directors; vacancies; removal

Our charter provides that the nundfedirectors will be set only by the board of dis in accordance with our bylaws. Our bylaws
provide that a majority of our entire board of digrs may at any time increase or decrease the euafldirectors. However, unless our
bylaws are amended, the number of directors magmes less than four nor more than eight. Our ehasts forth our election, subject to
certain requirements, to be subject to the promisioSubtitle 8 of Title 3 of the Maryland Gene@drporation Law regarding the filling of
vacancies on the board of directors. AccordinglygLech time, except as may be provided by the boldirectors in setting the terms of any
class or series of preferred stock, any and akneies on the board of directors may be filled dnyhthe affirmative vote of a majority of the
remaining directors in office, even if the remamnisirectors do not constitute a quorum, and angutiar elected to fill a vacancy will serve
the remainder of the full term of the directorshipvhich the vacancy occurred and until a succeisselected and qualifies, subject to any
applicable requirements of the 1940 Act.

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

Action by stockholders

Under the Maryland General Corporatiaw, stockholder action can be taken only atramual or special meeting of stockholder:
by unanimous written or electronically transmittaghsent in lieu of a meeting. These provisions, lwoed with the requirements of our
bylaws regarding the calling of a stockholder-restee special meeting of stockholders discussedwelay have the effect of delaying
consideration of a stockholder proposal until tegtrannual meeting.

Advance notice provisions for stockholder nominatias and stockholder proposals

Our bylaws provide that with respiecan annual meeting of stockholders, nominatidrisdividuals for election to the board of
directors and the proposal of business to be cermibby stockholders may be made only (1) pursioemdir notice of the meeting, (2) by the
board of directors or (3) by a stockholder whoriiteed to vote at the meeting and who has comphigl the advance notice procedures of
the bylaws. With respect to special meetings dfldtolders, only the business specified in our motitthe meeting may be brought before
meeting. Nominations of individuals for electiontt® board of directors at a special meeting mamade only (1) pursuant to our notice of
the meeting, (2) by the board of directors or (@)viled that the board of directors has determthatidirectors will be elected at the meeti
by a stockholder who is entitled to vote at the tingeand who has complied with the advance noticeipions of the bylaws.

The purpose of requiring stockholdergive us advance notice of nominations and dtlasiness is to afford our board of directors a
meaningful opportunity to consider the qualificasoof the proposed nominees and the advisabiligngfother proposed business and, to the
extent deemed necessary or desirable by our bdalideators, to inform stockholders and make recandations about such qualifications
business, as well as to provide a more orderlygmoce for conducting meetings of stockholders. @itih our bylaws do not give our board
of directors any power to disapprove stockholdanimations for the election of directors or propssacommending certain action, they may
have the effect of precluding a contest for thetada of directors or the consideration of stockleslproposals if proper procedures are not
followed and of discouraging or deterring a thiedty from conducting a solicitation of proxies tect its own slate of directors or to approve
its own proposal without regard to whether consitien of such nominees or proposals might be hdrarfbeneficial to us and our
stockholders.
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Calling of special meetings of stockholders

Our bylaws provide that special megdiof stockholders may be called by our boardreictbrs and certain of our officers.
Additionally, our bylaws provide that, subject letsatisfaction of certain procedural and inforovadi requirements by the stockholders
requesting the meeting, a special meeting of stldiens will be called by the secretary of the cogtion upon the written request of
stockholders entitled to cast not less than a nitgjof all the votes entitled to be cast at sucletimg.

Approval of extraordinary corporate action; amendment of charter and bylaws

Under Maryland law, a Maryland comgtasn generally cannot dissolve, amend its chamterge, sell all or substantially all of its
assets, engage in a share exchange or engagsilar siensactions outside the ordinary course @imess, unless approved by the affirmative
vote of stockholders entitled to cast at least thicds of the votes entitled to be cast on the enallowever, a Maryland corporation may
provide in its charter for approval of these mattey a lesser percentage, but not less than aitgagdall of the votes entitled to be cast on
the matter. Our charter generally provides for apal of charter amendments and extraordinary tiitses by the stockholders entitled to
cast at least a majority of the votes entitledeahst on the matter. Our charter also providescréain charter amendments and any prof
for our conversion, whether by merger or otherwiisam a closed-end company to an omert company or any proposal for our liquidatio
dissolution requires the approval of the stockhidamtitled to cast at least 80 percent of thessetditled to be cast on such matter. However,
if such amendment or proposal is approved by at ®a-thirds of our continuing directors (in adlolit to approval by our board of directors),
such amendment or proposal may be approved by @rityadf the votes entitled to be cast on such #enarhe "continuing directors" are
defined in our charter as our current directorg/el as those directors whose nomination for etechy the stockholders or whose electior
the directors to fill vacancies is approved by aamity of the continuing directors then on the lbaf directors.

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

No appraisal rights

Except with respect to appraisal tsgrising in connection with the Maryland Contstlare Acquisition Act discussed below, as
permitted by the Maryland General Corporation Lau, charter provides that stockholders will noebéitled to exercise appraisal rights
unless a majority of our board of directors detaesithat such rights will apply.

Control share acquisitions

The Control Share Acquisition Act pides that control shares of a Maryland corporagioguired in a control share acquisition have
no voting rights except to the extent approved bpte of two-thirds of the votes entitled to betaasthe matter. Shares owned by the
acquiror, by officers or by employees who are doecof the corporation are excluded from shar¢isieto vote on the matter. Control
shares are voting shares of stock which, if agdesbaith all other shares of stock owned by theuaog or in respect of which the acquiror is
able to exercise or direct the exercise of voting/gr (except solely by virtue of a revocable proxyduld entitle the acquiror to exercise
voting power in electing directors within one oétfollowing ranges of voting power:

. one-tenth or more but less than one-third;
. one-third or more but less than a majority; or
. a majority or more of all voting power.
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The requisite stockholder approvakthhe obtained each time an acquiror crosses otie dfiresholds of voting power set forth
above. Control shares do not include shares thairirug) person is then entitled to vote as a resuftaving previously obtained stockholder
approval. A control share acquisition means theusttiipn of control shares, subject to certain gtioms.

A person who has made or proposesaice a control share acquisition may compel thedobdirectors of the corporation to call a
special meeting of stockholders to be held wittirdays of demand to consider the voting right$efghares. The right to compel the calling
of a special meeting is subject to the satisfaatiocertain conditions, including an undertakingptty the expenses of the meeting. If no
request for a meeting is made, the corporation itsalf present the question at any stockholdertimge

If voting rights are not approvedts meeting or if the acquiring person does ndvdeln acquiring person statement as require
the statute, then the corporation may repurchaskaifovalue any or all of the control shares, gtadose for which voting rights have
previously been approved. The right of the corponato repurchase control shares is subject tareconditions and limitations, including,
as provided in our bylaws, compliance with the 1840 which will prohibit any such repurchase othigan in limited circumstances. Fair
value is determined, without regard to the abserfe®ting rights for the control shares, as of da¢e of the last control share acquisition by
the acquiror or of any meeting of stockholders licl the voting rights of the shares are considaretinot approved. If voting rights for
control shares are approved at a stockholders ngeatid the acquiror becomes entitled to vote atitygjof the shares entitled to vote, all
other stockholders may exercise appraisal rights.fair value of the shares as determined for mepof appraisal rights may not be less
the highest price per share paid by the acquirtinércontrol share acquisition.

The Control Share Acquisition Act da®t apply (a) to shares acquired in a mergessalahation or share exchange if the
corporation is a party to the transaction or (ba¢quisitions approved or exempted by the chartbylaws of the corporation.

Our bylaws contain a provision exeimpfrom the Control Share Acquisition Act any aitlacquisitions by any person of our shi
of stock. Such provision could also be amendedimirgated at any time in the future. However, wél wmend our bylaws to be subject to
Control Share Acquisition Act only if the boarddifectors determines that it would be in our bestrests based on our determination that
our being subject to the Control Share Acquisitia does not conflict with the 1940 Act.

Business combinations

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

. any person who beneficially owns 10% or more ofutbng power of the corporation's shares; or

. an affiliate or associate of the corporation wharey time within the two-year period prior to tth&te in question, was the
beneficial owner of 10% or more of the voting powéthe then outstanding voting stock of the coapion.

A person is not an interested stotdérounder this statute if the board of directgypraved in advance the transaction by which he
otherwise would have become an interested stockhold
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However, in approving a transaction, the boardifatiors may provide that its approval is subjeatampliance, at or after the time of
approval, with any terms and conditions determimgthe board.

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

. 80% of the votes entitled to be cast by holdesutétanding shares of voting stock of the corporatand

. two-thirds of the votes entitled to be cast by lkoddof voting stock of the corporation other thharss held by the interested
stockholder with whom or with whose affiliate thesiness combination is to be effected or held bgffilate or associate of
the interested stockholder.

These super-majority vote requirers@itt not apply if the corporation's common stoclbd receive a minimum price, as defined
under Maryland law, for their shares in the forntash or other consideration in the same form egigusly paid by the interested
stockholder for its shares.

The statute permits various exemtimom its provisions, including business combiorasi that are exempted by the board of
directors before the time that the interested $tolder becomes an interested stockholder. Our bafadtectors has adopted a resolution that
any business combination between us and any oéieop is exempted from the provisions of the Bussn@ombination Act, provided that
the business combination is first approved by therd of directors, including a majority of the diters who are not interested persons as
defined in the 1940 Act. This resolution, howeveay be altered or repealed in whole or in parngttame. If this resolution is repealed, or
the board of directors does not otherwise apprdwesiness combination, the statute may discourtdggaofrom trying to acquire control of
and increase the difficulty of consummating anyenoff

Conflict with 1940 Act

Our bylaws provide that, if and te #xtent that any provision of the Maryland Gen@miporation Law, including the Control Sh
Acquisition Act (if we amend our bylaws to be sudj such Act) and the Business Combination Acgry provision of our charter or
bylaws conflicts with any provision of the 1940 Atte applicable provision of the 1940 Act will ¢aod.
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REGULATION

We have elected to be regulatedBB@ under the 1940 Act and have elected to beddeas a RIC under Subchapter M of the
Code. As with other companies regulated by the ¥2tDa BDC must adhere to certain substantiveleggry requirements. The 1940 Act
contains prohibitions and restrictions relatingremsactions between BDCs and their affiliatesl@iding any investment advisers or sub-
advisers), principal underwriters and certain &ftfds of those affiliates or underwriters. Amongestthings, we cannot invest in any portfolio
company in which any of the funds managed by Ategeaitly has an investment (although we may coshee a concurrent basis with other
funds managed by Ares, subject to compliance witstiag regulatory guidance, applicable regulatiand our allocation procedures). Some
of these co-investments would only be permittegpant to an exemptive order from the SEC and we baxrently determined not to pursue
obtaining such an order. The 1940 Act also requfrasa majority of the directors be persons othan "interested persons,” as that term is
defined in the 1940 Act. In addition, the 1940 pobvides that we may not change the nature of asiness so as to cease to be, or to
withdraw our election as, a BDC unless that chasgg@proved by a majority of our outstanding votsegurities. A majority of the
outstanding voting securities of a company is dafinnder the 1940 Act as the lesser of: (i) 67% are of such company's shares present at
a meeting if more than 50% of the outstanding shafsuch company are present and representedky pr (ii) more than 50% of the
outstanding shares of such company.

We may invest up to 100% of our asgesecurities acquired directly from issuersrinagtely negotiated transactions. With respect
to such securities, we may, for the purpose ofipubkale, be deemed an "underwriter" as that tethefined in the Securities Act. We also
do not intend to acquire securities issued by amgdtment company that exceed the limits imposetthédy 940 Act. Under these limits, we
generally cannot acquire more than 3% of the vagiogk of any investment company (as defined inl@#0 Act), invest more than 5% of 1
value of our total assets in the securities ofiomestment company or invest more than 10% of tieesof our total assets in the securities of
investment companies in the aggregate. With retgatidat portion of our portfolio invested in seci@s issued by investment companies, it
should be noted that such investments might subjacstockholders to additional expenses. We mayngé each of the foregoing policies
without stockholder approval.

QUALIFYING ASSETS

A BDC must have been organized anetliz principal place of business in the Unitedt& and must be operated for the purpo:
making investments in the types of securities desdrin (1), (2) or (3) below. Thus, under the 194, a BDC may not acquire any asset
other than assets of the type listed in Sectioa)s&i(the 1940 Act, which are referred to as quald assets, unless, at the time the acquis
is made, qualifying assets represent at least f¥eaompany's total assets. The principal categaf qualifying assets relevant to our
proposed business are the following:

@ Securities purchased in transactions not involang public offering from the issuer of such sedesitwhich issuer (subject to
certain limited exceptions) is an eligible portioiompany, or from any person who is, or has beeimgl the preceding
13 months, an affiliated person of an eligible fudi@ company, or from any other person, subjecuoh rules as may be
prescribed by the SEC. An eligible portfolio compasndefined in the 1940 Act as any issuer which:

(@ is organized under the laws of, and has its pradgiace of business in, the United States;
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(b) is not an investment company (other than a smalhess investment company wholly owned by the BB/
company that would be an investment company butddain exclusions under the 1940 Act; and

(©) satisfies any of the following:
. does not have any class of securities with respeshich a broker or dealer may extend margin ¢redi

. is controlled by a BDC or a group of companiesudaig a BDC, the BDC actually exercises a contglinfluence
over the management or policies of the eligiblafpio company, and, as a result thereof, the B@€ &n affiliated
person who is a director of the eligible portfatmmpany; or

. is a small and solvent company having total assfatet more than $4 million and capital and surpfisot less than
$2 million.

(2 Securities of any eligible portfolio company whigle control.

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

4) Securities of an eligible portfolio company purcérom any person in a private transaction ifégiemo ready market for
such securities and we already own 60% of the autiistg equity of the eligible portfolio company.

(5) Securities received in exchange for or distribuwdrdr with respect to securities described inlitdugh (4) above, or pursuant
to the exercise of warrants or rights relatinguohssecurities.

(6) Cash, cash equivalents, U.S. Government secueitibgyh-quality debt securities maturing in oneryaaless from the time of
investment.

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

We believe that the senior loans imwedzanine investments that we propose to acquingléiconstitute qualifying assets because the
privately held issuers will not, at the time of aovestment, have outstanding marginable secuiftiethe reasons set forth in this paragraph.
First, we expect to make a large portion of ouestments in companies that, to the extent they hayeutstanding debt, have issued such
debt on terms and in circumstances such that seichsthould not, under existing legal precedentsbeurities" under the Exchange Act and
therefore should not be deemed marginable seauttider Regulation T. Second, we believe that, Idredifferent position be taken such
that those investments may be securities, theylgdhstill not be marginable securities. In partieuldebt that does not trade in a public
secondary market or is not rated investment grademerally not a margin eligible security under ithles established by the self-regulatory
organizations, including the New York Stock Exchalagd National Association of Securities Dealdrat govern the terms on which broker-
dealers may extend margin credit. Unless the questiaised by the amendments to Regulation T heee bddressed by legislative,
administrative or judicial action that contradiots interpretation, we intend to treat as qualifyassets only those senior loans and mezz
investments that, at the time of our investmer,isgsued by an issuer that does not have
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outstanding a class of margin eligible securitiglsewise, we will treat equity securities issuedadportfolio company as qualifying assets
only if such securities are issued by a companitha no margin eligible securities outstandinthattime we purchase such securities.

If there were a court ruling or refory decision that conflicts with our interpretais, we could lose our status as a BDC or be
precluded from investing in the manner describetthih prospectus, either of which would have a mgtadverse effect on our business,
financial condition and results of operations. 3Risk Factors—A failure on our part to maintain staitus as a BDC would reduce our
operating flexibility." Such a ruling or decisiolsa may require that we dispose of investmentswieatade based on our interpretation of
Regulation T. Such dispositions could have a matadverse effect on us and our stockholders. Wienead to dispose of such investments
quickly, which would make it difficult to disposd such investments on favorable terms. In additimtause these types of investments will
generally be illiquid, we may have difficulty imfiling a buyer and, even if we do find a buyer, vay fmave to sell the investments at a
substantial loss. See "Risk Factors—Changes in tawsgulations governing our operations, or charigehe interpretation thereof, and any
failure by us to comply with laws or regulations/gming our operations may adversely affect ouinass."

On November 1, 2004, the Securitied Bxchange Commission proposed for comment twomiéss under the Investment Comp
Act of 1940 that are designed to realign the dediniof eligible portfolio company set forth undée Investment Company Act of 1940, and
the investment activities of BDCs, with their origl purpose by (1) defining eligible portfolio coamy with reference to whether an issuer
has any class of securities listed on a natioralriiéees exchange or on an automated interdealetatjon system of a national securities
association ("NASDAQ") and (2) permitting BDCs take certain additional ("follow-on") investmentstirose issuers even after they list
their securities on a national securities exchawgm NASDAQ. The proposed rules are intended e the definition of eligible portfolio
company in a manner that would promote the flowagfital to small, developing and financially troedblcompanies. We cannot assure you
that these rules, or related rules arising ouhefdomment process, will be approved by the Séesidind Exchange Commission.

Until the SEC or its staff has isstiedl rules with respect to the issue discussexvapwe will continue to monitor this issue clos
and may be required to adjust our investment focw®mply with and/or take advantage of any futdleninistrative position, judicial
decision or legislative action.

MANAGERIAL ASSISTANCE TO PORTFOLIO COMPANIES

In order to count portfolio securitias qualifying assets for the purpose of the Atdiscussed above under "Qualifying Assets,"
the BDC must either control the issuer of the séesror must offer to make available to the issafethe securities (other than small and
solvent companies described above) significant igamal assistance; except that, where the BDC st such securities in conjunction
with one or more other persons acting together,adrtiee other persons in the group may make availslich managerial assistance. Making
available managerial assistance means, amongtbihgs, any arrangement whereby the BDC, throwgHirectors, officers or employees,
offers to provide, and, if the offer is acceptedesl so provide, significant guidance and counset@ming the management, operations or
business objectives and policies of a portfolio pany.

TEMPORARY INVESTMENTS

Pending investment in other typebooflifying assets," as described above, our imaests may consist of cash, cash equivalents,
U.S. Government securities or high-quality debusées
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maturing in one year or less from the time of inrent, which we refer to, collectively, as tempgreavestments, so that 70% of our assets
are qualifying assets. Typically, we will investlinS. Treasury bills or in repurchase agreememtsjigled that such agreements are fully
collateralized by cash or securities issued byl Government or its agencies. A repurchase ageeinvolves the purchase by an
investor, such as us, of a specified security Arcsimultaneous agreement by the seller to repsecihat an agreed-upon future date and at a
price which is greater than the purchase pricerbgraount that reflects an agreed-upon interest Tétere is no percentage restriction on the
proportion of our assets that may be invested @h sapurchase agreements. However, if more thand&8ar total assets constitute
repurchase agreements from a single counterpagtyyauld not meet the Diversification Tests in orttequalify as a RIC for federal income
tax purposes. Thus, we do not intend to enterrigpoarchase agreements with a single counterpasydass of this limit. Our investment
adviser will monitor the creditworthiness of thauoterparties with which we enter into repurchaseagent transactions.

INDEBTEDNESS AND SENIOR SECURITIES

We are permitted, under specifiedditions, to issue multiple classes of indebtedmesbone class of stock senior to our common
stock if our asset coverage, as defined in the ¥@#0is at least equal to 200% immediately afetesuch issuance. In addition, while any
indebtedness and senior securities remain outstgngie must make provisions to prohibit any disttidn to our stockholders or the
repurchase of such securities or shares unlessegétite applicable asset coverage ratios at theedifrthe distribution or repurchase. We r
also borrow amounts up to 5% of the value of otaltassets for temporary or emergency purposeutttegard to asset coverage. For a
discussion of the risks associated with leverage, 'Risk Factors—Risks Relating to our Business—dRdipns governing our operation as a
BDC will affect our ability to, and the way in wiiiave, raise additional capital.”

CODE OF ETHICS

We and Ares Capital Management hawd @dopted a code of ethics pursuant to Rule 1ifjder the 1940 Act that establishes
procedures for personal investments and restrigtaio personal securities transactions. Persauigéct to each code may invest in
securities for their personal investment accountduding securities that may be purchased or bglds, so long as such investments are
made in accordance with the code's requirementsc@ie of ethics is filed as an exhibit to our ségition statement of which this prospectus
is a part. For information on how to obtain a copyhe code of ethics, see "Available Information.”

PROXY VOTING POLICIES AND PROCEDURES

SEC-registered advisers that havethikority to vote (client) proxies (which authgrihay be implied from a general grant of
investment discretion) are required to adopt pedi@nd procedures reasonably designed to ensutbehadviser votes proxies in the best
interests of its clients. Registered advisers algst maintain certain records on proxy voting. losircases, Ares Capital invests in securities
that do not generally entitle it to voting rightsiis portfolio companies. When Ares Capital doagehvoting rights, it delegates the exercis
such rights to Ares Capital Management. Ares Chplamagement's proxy voting policies and procedaressummarized below:

In determining how to vote, offic@fsour investment adviser consults with each oéimet other investment professionals of Ares,
taking into account the interests of Ares Capital #s investors as well as any potential conflaftinterest. Our investment adviser consults
with legal counsel to identify potential confliaiinterest. Where a potential conflict of interexgists, our investment adviser may, if it so
elects, resolve it by following the recommendatidma disinterested third party, by seeking thediom of the independent directors of Ares
Capital or, in extreme cases,
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by abstaining from voting. While our investment isév may retain an outside service to provide gptacommendations and to assist in
analyzing votes, our investment adviser will ndedate its voting authority to any third party.

An officer of Ares Capital Managemé&stps a written record of how all such proxiesvated. Our investment adviser retains
records of (1) proxy voting policies and procedufg} all proxy statements received (or it may r@typroxy statements filed on the SEC's
EDGAR system in lieu thereof), (3) all votes c#4},investor requests for voting information, aByl dny specific documents prepared or
received in connection with a decision on a proatevIf it uses an outside service, our investnagiviser may rely on such service to
maintain copies of proxy statements and recordirapas such service will provide a copy of suohuinents promptly upon request.

Our investment adviser's proxy votadicies are not exhaustive and are designed tedmonsive to the wide range of issues that
may be subject to a proxy vote. In general, ouestment adviser votes our proxies in accordandetivése guidelines unless: (1) it has
determined otherwise due to the specific and uddaats and circumstances with respect to a pdatictote, (2) the subject matter of the v
is not covered by these guidelines, (3) a mateaaflict of interest is present, or (4) we findhécessary to vote contrary to our general
guidelines to maximize stockholder value or the beesrests of Ares Capital. In reviewing proxyuss, our investment adviser generally t
the following guidelines:

Elections of Directors: In general, our investment adviser will votdamor of the management-proposed slate of dirsctbthere is
a proxy fight for seats on a portfolio company'atbof directors, or our investment adviser detagsithat there are other compelling rea:
for withholding our vote, it will determine the ajgpriate vote on the matter. We may withhold vdtesdirectors that fail to act on key issu
such as failure to: (1) implement proposals to a&sify a board, (2) implement a majority vote reguient, (3) submit a rights plan to a
stockholder vote or (4) act on tender offers wtaeneajority of stockholders have tendered theirehafinally, our investment adviser may
withhold votes for directors of non-U.S. issuerswhthere is insufficient information about the moees disclosed in the proxy statement.

Appointment of Auditors:  We believe that a portfolio company remainthim best position to choose its independent awdéod
our investment adviser will generally support mamagnt's recommendation in this regard.

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

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

Proposals Affecting Stockholder Rights: We will generally vote in favor of proposalstiyive stockholders a greater voice in the
affairs of a portfolio company and oppose any meathat seeks to limit such rights. However, whealyzing such proposals, our
investment adviser will balance the financial impafcthe proposal against any impairment of stotdéiorights as well as of our investment
in the portfolio company.
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Corporate Governance: We recognize the importance of good corporatemance. Accordingly, our investment adviser will
generally favor proposals that promote transparamcl/accountability within a portfolio company.

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

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

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

Social and Corporate Responsibility: Our investment adviser will review proposalsited to social, political and environmental
issues to determine whether they may adverselgtasteckholder value. Our investment adviser mastaib from voting on such proposals
where they do not have a readily determinable firnmpact on stockholder value.

Stockholders may obtain informatiegarding how we voted proxies with respect to artfplio securities free of charge by making
a written request for proxy voting information fres Capital Corporation, 1999 Avenue of the St8tste 1900, Los Angeles, California
90067.

PRIVACY PRINCIPLES

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

Generally, we do not receive any paitdic personal information relating to our stockiass, although certain non-public personal
information of our stockholders may become avadldablus. We do not disclose any nmmblic personal information about our stockholdmn
former stockholders to anyone, except as permidieldw or as is necessary in order to service $tolcler accounts (for example, to a tran
agent or third party administrator).

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

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

We are required to provide and mamn#sbond issued by a reputable fidelity insuracmmpany to protect us against larceny and
embezzlement. Furthermore, as a BDC, we are ptelifiiom protecting any director or officer agaiasy liability to Ares Capital or our
stockholders arising from willful misfeasance, ifaith, gross negligence or reckless disregard efdilties involved in the conduct of such
person's office.

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

The Sarbanes-Oxley Act of 2002 impasevide variety of regulatory requirements on fljpheld companies and their insiders.
Many of these requirements affect us. The Sarb@ndsy Act has required us to review our policied @anocedures to determine whether we
comply with the
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Sarbanes-Oxley Act and the regulations promulgtiteceunder. We will continue to monitor our comptia with all future regulations that
are adopted under the Sarbanes-Oxley Act andatid tictions necessary to ensure that we are inlzomoe therewith.

In addition, The NASDAQ National Matkhas adopted corporate governance changedligtiitg standards. We believe we are in
compliance with such corporate governance listtagdards. We will continue to monitor our complianeth all future listing standards and
will take actions necessary to ensure that weraceipliance therewith.
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CUSTODIAN, TRANSFER AND DIVIDEND PAYING AGENT AND R EGISTRAR

Our securities are held under a aystgreement by U.S. Bank National Association. atidress of the custodian is Corporate Trust
Services, One Federal Street, 3rd Floor, Boston,0dA10. Computershare Investor Services, LLC willas our transfer agent, dividend
paying agent and registrar. The principal busimeiess of Computershare is 2 N. LaSalle Streeta@bi IL 60602, telephone number: (3
588-4993.

BROKERAGE ALLOCATION AND OTHER PRACTICES

Since we will generally acquire ansbose of our investments in privately negotiatadgactions, we will infrequently use broker
the normal course of our business. Subject to jgsliestablished by our board of directors, thestment adviser will be primarily responsi
for the execution of the publicly traded securifiestion of our portfolio transactions and the edlion of brokerage commissions. The
investment adviser does not expect to executedcsioss through any particular broker or dealet vill seek to obtain the best net results
Ares Capital, taking into account such factorsraseq(including the applicable brokerage commisgiodealer spread), size of order,
difficulty of execution, and operational facilitie$ the firm and the firm's risk and skill in pasiting blocks of securities. While the
investment adviser generally will seek reasonabetitive trade execution costs, Ares Capital mall necessarily pay the lowest spread or
commission available. Subject to applicable legguirements, the investment adviser may seleabkebibased partly upon brokerage or
research services provided to the investment adaisé Ares Capital and any other clients. In refaorrsuch services, we may pay a higher
commission than other brokers would charge if the$tment adviser determines in good faith thalh @eaenmission is reasonable in relation
to the services provided.
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PLAN OF DISTRIBUTION

We may offer, from time to time, %250 million aggregate initial offering price afir common stock in one or more offerings.
may sell the shares of our common stock througlemmdters or dealers, directly to one or more pasghs, through agents or through a
combination of any such methods of sale. Any undéwor agent involved in the offer and sale af f#hares of our common stock will be
named in the applicable prospectus supplement.

The distribution of the shares of oammon stock may be effected from time to timerie or more transactions at a fixed price or
prices, which may be changed, at prevailing mapkiees at the time of sale, at prices related th gurevailing market prices, or at negotiated
prices, provided, however, that the offering ppee share of our common stock, less any undergrégommissions or discounts, must equal
or exceed the net asset value per share of our comstock at the time of the offering.

In connection with the sale of thargs of our common stock, underwriters or agentsni@eeive compensation from us or from
purchasers of the shares of our common stock, fimmwthey may act as agents, in the form of disguwmncessions or commissions.
Underwriters may sell shares of our common stoal tinrough dealers and such dealers may receiw@ensation in the form of discounts,
concessions or commissions from the underwritedggomrtommissions from the purchasers for whom thay act as agents. Underwriters,
dealers and agents that participate in the digtdbwf shares of our common stock may be deemée tanderwriters under the Securities
Act, and any discounts and commissions they redeive us and any profit realized by them on thalesf shares of our common stock n
be deemed to be underwriting discounts and comamssinder the Securities Act. Any such underwitemgent will be identified and any
such compensation received from us will be desdribeghe applicable prospectus supplement.

Any common stock sold pursuant ta@spectus supplement will be quoted on NASDAQ,rather exchange on which the comr
stock is traded.

Under agreements that we may enteferwriters, dealers and agents who participatiedrdistribution of shares of our common
stock may be entitled to indemnification by us agacertain liabilities, including liabilities undthe Securities Act. Underwriters, dealers
agents may engage in transactions with, or perfmmmices for, us in the ordinary course of business

If so indicated in the applicable gpectus supplement, we will authorize underwritersther persons acting as our agents to solicit
offers by certain institutions to purchase shafemio common stock from us pursuant to contraatsiping for payment and delivery on a
future date. Institutions with which such contratisy be made include commercial and savings bamsrance companies, pension funds,
investment companies, educational and charitalskgutions and others, but in all cases such in#ins must be approved by us. The
obligations of any purchaser under any such contvdlchbe subject to the condition that the puraha$ shares of our common stock shall not
at the time of delivery be prohibited under thedasf the jurisdiction to which such purchaser isjsat. The underwriters and such other
agents will not have any responsibility in respafdhe validity or performance of such contractsciscontracts will be subject only to those
conditions set forth in the prospectus supplensmd,the prospectus supplement will set forth therassion payable for solicitation of such
contracts.

We may enter into derivative trangatt with third parties, or sell securities not emd by this prospectus to third parties in
privately negotiated transactions. If the appliegimospectus supplement indicates, in connectitimtivose derivatives, the third parties may
sell securities covered by this prospectus andyipdicable prospectus supplement, including intskale transactions. If so, the third party
may use securities pledged by us or borrowed fremrwthers to settle those sales or to closermutelated open borrowings of stock, and
may use securities received from us in
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settlement of those derivatives to close out atated open borrowings of stock. The third partiesuch sale transactions will be underwri
and, if not identified in this prospectus, will lakentified in the applicable prospectus supplement.

The maximum commission or discourbéaeceived by any member of the National Assiriaif Securities Dealers, Inc. or
independent broker-dealer will not be greater th@¥t for the sale of any securities being registerat0.5% for due diligence.

In order to comply with the secustiaws of certain states, if applicable, sharesuofcommon stock offered hereby will be sold in
such jurisdictions only through registered or lised brokers or dealers.

LEGAL MATTERS

The legality of the securities offéteereby will be passed upon for Ares Capital bpAtde LLP. Certain legal matters in connection
with the offering will be passed upon for the uvdgters, if any, by the counsel named in the progpesupplement.

INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS

KPMG LLP, located at 355 South Grawenue, Los Angeles, California 90071, is the ingtegient registered public accounting fi
of Ares Capital.

AVAILABLE INFORMATION

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

We file with or submit to the SEC aah quarterly and current periodic reports, pretatements and other information meeting the
informational requirements of the Exchange Act. Yoay inspect and copy these reports, proxy statenaen other information, as well as
the registration statement and related exhibitssmhedules, at the Public Reference Room of the @HOO0 F Street, NE, Washington, D.C.
20549. You may obtain information on the operatibthe Public Reference Room by calling the SEC-800-SEC-0330. The SEC
maintains an Internet site that contains reportsqypand information statements and other infororafiled electronically by us with the SEC
which are available on the SEC's Internet sitatipt//www.sec.gov Copies of these reports, proxy and informatiateshents and other
information may be obtained, after paying a dupiizafee, by electronic request at the followingha#l addresspublicinfo@sec.goyor by
writing the SEC's Public Reference Section, WashimgD.C. 20549-0102.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Ares Capital Corporation:

We have audited the accompanying consolidated balsineets of Ares Capital Corporation (and subsig{ighe Company) as of
December 31, 2005 and 2004, including the cons@idachedule of investments as of December 31, 2002004, and the related
consolidated statements of operations, stockhdldgtsty, and cash flows for the year ended Decer@bge2005 and period from June 23,
2004 (inception) through December 31, 2004, andittamcial highlights for the year ended DecembkerZ)05 and for the period from
June 23, 2004 (inception) through December 31, 20hdse consolidated financial statements areetsgoinsibility of the Company's
management. Our responsibility is to express aniopion these consolidated financial statementdiaadcial highlights based on our auc

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on tildasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetaemd financial highlights referred to above pn¢geirly, in all material respects, the
financial position of Ares Capital Corporation (asubsidiary) as of December 31, 2005 and 2004ttendesults of their operations and their
cash flows for the year ended December 31, 2005aridd from June 23, 2004 (inception) through Delser 31, 2004, in conformity with
U.S. generally accepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of the Company's internal control over financiglaging as of December 31, 2005, based on crig=iablished in Internal Control—
Integrated Framework issued by the Committee ohSpiong Organizations of the Treadway CommissioB$0), and our report dated
February 17, 2006 expressed an unqualified opioiomanagement's assessment of, and the effectaratam of, internal control over
financial reporting.

KPMG LLP

Los Angeles, CA
February 17, 2006

F-2




Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Ares Capital Corporation:

We have audited management's assessment, includleel accompanying Annual Repothat Ares Capital Corporation (and subsidiary) (the
Company) maintained effective internal control ofimeancial reporting as of December 31, 2005, basedriteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Caaion (COSO). The Company's
management is responsible for maintaining effedtiternal control over financial reporting and fts assessment of the effectiveness of
internal control over financial reporting. Our respibility is to express an opinion on managemassessment and an opinion on the
effectiveness of the Company's internal contrordivencial reporting based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8dé@/nited States). Those stande
require that we plan and perform the audit to abtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordver financial reporting, evaluating
management's assessment, testing and evaluatidgsfgn and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the dtanoes. We believe that our audit provides a redse basis for our opinion.

A company's internal control over financial repogtis a process designed to provide reasonableasssuregarding the reliability of financ
reporting and the preparation of financial statetsiéor external purposes in accordance with gelyesatepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that (ajpeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, management's assessment that Aapgal Corporation (and subsidiary) maintained @ffe internal control over financial
reporting as of December 31, 2005, is fairly state@ll material respects, based on criteria distadd in Internal Control—Integrated
Framework issued by the Committee of Sponsoringa@imgtions of the Treadway Commission (COSO). Alsaur opinion, Ares Capital
Corporation (and subsidiary) maintained, in all en@l respects, effective internal control ovegfikial reporting as of December 31, 2005,
based on criteria established in Internal Contraltegrated Framework issued by the Committee of Smimg Organizations of the
Treadway Commission (COSO).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
balance sheets of Ares Capital Corporation (angididry) as of December 31, 2005 and 2004, andetla¢ed consolidated statements of
operations, stockholders' equity and cash flowy#ar ended December 31, 2005 and period from 2802004 (inception) through
December 31, 2004, and our report dated Februarg06 expressed an unqualified opinion on thossa@aated financial statements.

KPMG LLP

Los Angeles, CA
February 17, 2006
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ARES CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED BALANCE SHEETS

As of December 31, 2005 and December 31, 2004

ASSETS
Investments at fair value (amortized cost of $581,865 and
$182,329,200, respectivel

Non-control/Nor-affiliate investment:

Affiliate investments

Total investments at fair valt
Cash and cash equivalel
Receivable for open trad
Interest receivabl
Other asset

Total asset

LIABILITIES

Credit facility payable

Reimbursed underwriting costs payable to the Inaest Advisel
Dividend payabl¢

Payable for open tradi

Accounts payable and accrued expet

Management and incentive fees pay:

Interest and facility fees payalt

Interest payable to the Investment Advi

Total liabilities

Commitments and contingencies (Note

STOCKHOLDERS' EQUITY

Common stock, par value $.001 per share, 100,00@&:66himon shares
authorized, 37,909,484 and 11,066,767 common slegesd and
outstanding, respective

Capital in excess of par vall

Distributions less than (in excess of) net investnigcome
Accumulated net realized gain on sale of invests

Net unrealized appreciation on investme

Total stockholders' equi
Total liabilities and stockholders' equ

NET ASSETS PER SHARE

As of

December 31, 2005

December 31, 2004

$ 515,184,99

$ 165,126,18

70,783,38 17,433,96
585,968,37 182,560,14
16,613,33 26,806,16
1,581,75: 8,794,471
5,828,09 1,140,49!
3,653,58! 1,154,33.

$ 613,645,14

$ 18,000,00
2,475,00
12,889,22
5,500,001
1,222,67
3,478,03

313,93(

154,07¢

$ 220,455,61

$ 55,500,00

3,320,033

1,556,441
274,65
96,17¢

$ 44,032,94

$ 60,747,30

37,91( 11,06
559,192,55 159,602,70
— (136,419
5,765,22! —
4,616,51 230,94
569,612,19 159,708,30

$ 613,645,14

15.0¢

@

$ 220,455,61

14.4:

&

See accompanying notes to consolidated financitdsients.
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ARES CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED SCHEDULE OF INVESTMENTS

As of December 31, 2005

Percentagt
Initial
Acquisition Amortized Fair Value of Net
Company(1) Industry Investment Interest(10) Date Cost Fair Value Per Unit Assets
Healthcare—Services
American Renal Dialysis provider Senior secured 8.68% (Libor + 12/14/0F $ 3,426,231 $ 3,426,231 $ 1.0C
Associates, Inc. loan 4.00%/Q)
($3,426,230 pa
due 12/2010)
Senior secured 8.50% (Libor + 12/14/0¢ 180,32¢ 180,32¢ $ 1.0C
loan ($180,328 4.00%/Q)
par due
12/2010)
Senior secured 9.18% (Libor + 12/14/0¢ 5,886,88! 5,886,88! $ 1.0C
loan 4.50%/Q)
(5,886,885 pa
due 12/2011
Senior secured 9.00% (Libor + 12/14/0¢ 14,75¢ 14,75¢ $ 1.0C
loan ($14,754 4.50%/Q)
par due
12/2011)
Senior secured 11.68% (Libor + 12/14/0¢ 7,213,11! 7,213,11' $ 1.0C
loan 7.00%/Q)
($7,213,115 pa
due 12/2011)
Capella Healthcare, Inc.  Acute care hospital Junior secured 10.45% (Libor + 12/1/0k 29,000,00 29,000,000 $ 1.0C
operator loan 6.00%/Q)
($29,000,000
par due
11/2013)
PHNS, Inc. Information technology ~ Senior 13.50% cash, 2.5% 10/29/0« 15,785,66 16,000,000 $ 1.0((3)
and business process  subordinated PIK
outsourcing loan
($16,000,000
par due
11/2011)
Triad Laboratory Laboratory services Senior 12.00% cash, 1.759 12/21/0¢ 9,714,88! 9,714,88! $ 1.0C(3)
Alliance, LLC subordinated PIK
loan
($9,714,888 pa
due 12/2012)
Senior secured 7.78% (Libor + 12/21/0¢ 3,000,001 3,000,001 $ 1.0C
loan 3.25%/Q)
($3,000,000 pa
due 12/2011)
$ 74,221,86 $ 74,436,20! 13.0™%
Containers—Packaging
Captive Plastics, Inc. Plastics container Junior secured 11.62% (Libor + 12/19/0F $ 16,000,000 $ 16,000,000 $ 1.0C
manufacturer loan 7.25%IM)
($16,000,000
par due 2/2012
Industrial Container Industrial container Senior secured 11.00% (Libor + 9/30/0¢ 26,728,66 26,728,66. $ 1.0C
Services, LLC(7) manufacturer, loan 6.50%/Q)
reconditioner and ($26,728,663
servicer par due 9/2011
Senior secured 8.88% (Libor + 9/30/0¢ 4,643,47! 4,643,47' $ 1.0C
loan 4.50%/M)
($4,643,479 pa
due 9/2011
Senior secured 10.25% (Base Rate 9/30/0¢ 1,160,87! 1,160,871 $ 1.0C
revolving loan 3.00%/Q)
($1,160,870 pa
due 9/2011)
Senior secured 10.25% (Base Rate 9/30/0¢ 541,73¢ 541,73¢ $ 1.0C
revolving loan 3.00%/Q)
($541,739 par
due 9/2011)
Common stock 9/29/0¢ 1,800,00! 1,800,001 $ 1.00(4)
(1,800,000
shares)
York Label Holdings, Inc  Consumer product Senior 10.00% cash, 4.009 11/3/0¢ 10,362,90 10,368,79 $ 1.0C(2)
labels manufacturer subordinated PIK ?3)
loan
($10,368,791
par due 2/201C
Preferred stock 10.00% 11/3/0¢ 3,742,44! 3,742,44! $ 5,757.6:(3)
(650 shares)
Warrants to 11/3/0¢ 5,320,40! 5,320,40i $ 34.11(4)

purchase
156,000 shares



Services—Other
Diversified Collection
Services, Inc.

Event Rentals, Inc.

GCA Services, Inc.

Miller Heiman, Inc.

Collections services

Party rental services

Custodial services

Sales consulting
services

Senior secured
loan
($6,300,000 pa
due 2/2011)
Senior secured
loan
($8,500,000 pa
due 8/2011)
Preferred stock
(114,004 share
Senior secured
loan
($2,676,136 pa
due 11/2011)
Senior secured
loan
($2,897,727 pa
due 11/2011)
Senior secured
loan ($170,455
par due
11/2011)
Senior secured
loan
($8,011,363 pa
due 11/2011
Senior
subordinated
loan
($32,743,750
par due 1/2010
Senior secured
loan
($4,521,687 pa
due 6/2010)
Senior secured
loan
($4,058,379 pa
due 6/2012

8.38% (Libor +
4.00%/M)

10.00% (Libor +
6.00%/Q)
9.91% (Libor +

5.25%/S)

9.92% (Libor + 5.25¢
Q)

11.50% (Base Rate
4.25%/D)

9.91% (Libor +
5.25%/S)

12.00% cash, 3.009
PIK

8.14% (Libor +
3.75%/M)

8.78% (Libor +
4.25%IQ)

F-5

2/2/0¢

2/2/0¢

2/2/0¢

11/17/0¢

11/17/0¢

11/17/0¢

11/17/0¢

7/25/0¢

6/20/0¢

6/20/0¢

70,300,50 $ 70,306,39
6,300,001 $ 6,300,001
8,500,00! 8,500,00(

295,27( 295,27(
2,676,13! 2,676,13!
2,897,72 2,897,72

170,45} 170,45!
8,011,36: 8,011,36:
32,743,75 32,743,75
4,521,68 4,521,68
4,058,37! 4,058,37!
70,174,76 $ 70,174,76

12.3%

1.00(2)

1.00(2)

2.5¢(4)

1.0C

1.0C

1.0C

1.0C

1.0((3)

1.00(2)

1.00(2)

12.3%




Mactec, Inc.

United Site Services, Inc

Wastequip, Inc.

WCA Waste Systems,

Inc.

Restaurants
CICQ, LP

Manufacturing

Arrow Group Industries,

Inc.

Qualitor, Inc.

Reflexite Corporation

Universal Trailer
Corporation(5)

Varel Holdings, Inc.

Engineering and
environmental
consulting services
Portable restroom and
site services

Waste management
equipment manufactur

Waste management
services

Restaurant franchisor,
owner and operator

Residential and outdoc
shed manufacturer

Automotive aftermarke
components supplier

Developer and
manufacturer of high
visibility reflective
products

Livestock and specialt
trailer manufacturer

Drill bit manufacturer

Common stock
(186 shares)

Senior secured
loan ($5,061,95
par due 8/2011
Senior secured
loan ($3,043,47
par due 8/2011
Senior secured
loan ($1,869,56
par due 8/2011
Junior secured
loan
($13,461,538
par due 6/2010
Common stock
(216,795 share:
Junior secured
loan
($15,000,000
par due 7/2012
Junior secured
loan
($25,000,000
par due
10/2011)

Limited
partnership
interest (26.5%
interest)

Senior secured
loan ($6,000,00
par due 4/201C
Senior secured
loan ($6,000,00
par due
10/2010)
Senior secured
loan ($827,059
par due
12/2011)
Senior secured
loan ($1,152,94
par due
12/2011)
Junior secured
loan ($5,000,00
par due 6/2012'
Senior
subordinated
loan
($10,304,329
par due
12/2011)
Senior secured
loan ($1,048,96
par due 3/2007
Senior
subordinated
loan ($7,500,00
par due 9/2008;
Common stock
(50,000 shares;
Warrants to
purchase 22,20
shares

Senior secured
loan ($6,643,75
par due
12/2010)
Senior secured
loan ($2,333,33
par due
12/2010)
Senior secured
loan ($3,333,33
par due
12/2011)
Preferred stock

7.37% (Libor +
3.00%/M)

7.41% (Libor +
3.00%/Q)

7.28% (Libor +
3.00%/Q)

12.44% (Libor +
8.00%/Q)

10.53% (Libor +
6.00%/Q)

10.53% (Libor +
6.00%/Q)

9.53% (Libor +
5.00%/Q)

14.03% (Libor +
9.50%/Q)

8.27% (Libor +
4.00%/Q)

8.53% (Libor +
4.00%/Q)

11.53% (Libor +
7.00%/Q)

11.00% cash, 3.009
PIK

8.39% (Libor +
4.00%/M)

13.50%

8.58% (Libor +
4.00%/S)

8.47% (Libor +
4.00%/Q)

12.48% (Libor +
8.00%/Q)

11/3/0¢

9/14/0¢

9/14/0¢

9/14/0¢

12/1/0¢

10/8/0¢

8/4/0¢%

4/25/0¢

8/15/0¢

3/28/0¢

3/28/0¢

12/29/0¢

12/29/0«

12/29/0¢

12/30/0«

10/8/0¢

10/8/0¢

10/8/0¢

10/8/0¢

5/18/0¢

5/18/0¢

5/18/0¢

5/18/0¢

$ — $ =
5,061,95 5,061,95
3,043,47: 3,043,47:
1,869,56! 1,869,56!
13,419,06 13,461,53
1,353,85 1,353,85
15,000,00 15,000,00
25,000,00 25,000,00

$ 64,74791 $ 64,790,38
$ 53,000,000 $ 62,284,54
$ 53,000,00 $ 62,284,54
$ 6,040,15: $ 6,000,001
6,000,00t 6,000,00t
827,05¢ 827,05¢
1,152,94. 1,152,94.
5,000,001 5,000,001
10,304,322 10,304,322
1,054,72! 1,054,72!
7,522,76. 7,528,88
6,424,64! 3,113,35.
1,505,771 1,382,821
6,643,75! 6,643,75!
2,333,33 2,333,33
3,333,33 3,333,33
1,046,56! 1,046,56!

$
$

$

$

$

$

0.0C(4)

1.0C

1.0C

1.0C

1.00(2)

6.244)

1.0C

1.00(2)

11.3%

10.9%

1.0C

1.0C

1.00(2)

1.00(2)

1.00(2)

1.00(2)
(3)

1.01

1.0C

62.27(4)

62.21(4)

1.00(2)

1.00(2)

1.00(2)

34.37(3)



Consumer Products—
Non-Durable

Making Memories
Wholesale, Inc.(6)

Shoes for Crews, LLC

Tumi Holdings, Inc.

Scrapbooking brandec
products manufacturer

Safety footwear and
slip-related mats
manufacturer

Branded luggage
designer, marketer ant
distributor

(30,451 shares;
Common stock
(30,451 shares)

Senior secured
loan ($9,143,75
par due 3/2011
Senior
subordinated
loan
($10,000,000
par due 5/2012
Preferred stock
(3,500 shares)
Senior secured
loan ($1,478,16
par due 7/2010
Senior secured
loan ($47,247
par due 7/201C
Senior secured
loan ($2,500,00
par due
12/2012)
Senior secured
loan ($5,000,00
par due
12/2013)

8.50% (Libor +
4.00%/Q)

12.00% cash, 2.509

PIK

9.00% (Base Rate -

1.75%/D)

7.78% (Libor +
3.25%/Q)

7.28% (Libor +
2.75%/Q)

7.78% (Libor +
3.25%/Q)

F-6

5/18/0¢

5/5/0¢

5/5/0¢

5/5/0¢

10/8/0¢

10/8/04

5/24/0¢

3/14/0¢

3,04t

3,04t

59,192,41

$ 55,724,14

9,143,75!

10,000,00

3,685,101

1,486,86!

47,52¢

2,500,001

5,000,00t

$ 9,143, 75!

10,000,00

3,685,101

1,486,86!

47,52¢

2,500,001

5,000,001

0.1C(4)

1.00(2)

1.0((3)

1,052.8(3)

1.01(2)

1.01(2)

1.00(2)

1.00(2)

9.7&%




Education
Lakeland Finance, LLC

Consumer Products—
Durable
AWTP, LLC

Berkline/Benchcraft
Holdings LLC

Financial
Foxe Basin CLO 2003,
Ltd.

Hudson Straits CLO
2004, Ltd.

MINCS-Glace Bay, Ltd.

Printing, Publishing and
Broadcasting

Canon Communications
LLC

Aerospace & Defense
ILC Industries, Inc.

Thermal Solutions LLC

Cargo Transport
Kenan Advantage Grouj
Inc.

Private school operato

Water treatment
services

Furniture manufacture
and distributor

Collateralized debt
obligation

Collateralized debt
obligation

Collateralized debt
obligation

Print publications
services

Industrial products
provider

Thermal management
and electronics
packaging manufactur

Fuel transportation
provider

Senior
subordinated
loan
($13,008,799
par due
12/2014)

Senior secured
note
($33,000,000
par due
12/2012)

Junior secured
loan
($13,600,000
par due
12/2012)
Junior secured
loan ($5,000,00
par due 5/2012
Preferred stock
(2,536 shares)
Warrants to
purchase
483,020 shares

Preference
shares (3,000
shares)
Preference
shares (5,750
shares)
Secured notes
($9,500,000 pal
due 7/2014)

Junior secured
loan
($16,250,000
par due
11/2011)

Junior secured
loan ($6,500,00
par due 8/2012;
Senior secured
loan ($5,973,52
par due 3/2011
Senior
subordinated
loan ($3,062,76
par due 3/2012,
Preferred stock
(29,400 shares)
Common stock
(600,000 share:

Senior
subordinated
loan ($8,870,96
par due
12/2013)
Senior secured
loan ($2,500,00

15.53% (Libor +
6.00% cash, 5.00%
PIK/Q)

11.50%

13.50% (Base Rate

6.25%/Q)

14.05% (Libor +
10.00%/Q)

7.79% (Libor +
3.60%/Q)

12.03% (Libor +
7.50%/Q)

10.28% (Libor +
5.75%/Q)

9.71% (Libor +
5.25%/Q)

11.50% cash, 2.759
PIK

13.00%

7.50% (Libor +
3.00%/Q)

3/14/0¢ 13,008,79 13,008,79

$ 44,872,03 44,872,03
12/13/0¢ $ 33,000,00 33,000,00

$ 33,000,00 33,000,00
12/21/0t $ 13,600,00 13,600,00
11/3/0¢ 5,000,001 4,500,001
10/8/0¢ 1,046,34: 677,64:
10/8/0¢ 2,752,55! 1,782,641

$ 22,398,90 20,560,28.
10/8/0¢ $ 2,743,441 2,743,441
10/8/0¢ 5,217,33. 5,143,12.
10/8/0¢ 9,019,81! 9,500,00t

$ 16,980,59 17,386,56
5/25/0t $ 16,250,00 16,250,00

$ 16,250,00 16,250,00
8/30/0t $ 6,529,23 6,500,00!
3/28/0¢ 5,973,52! 5,973,52!
3/28/0¢ 3,067,22! 3,062,76!
3/28/0¢ 294,00( 294,00(
3/28/0¢ 6,00( 6,00(

$ 15,869,98 15,836,29
12/15/0¢ $ 8,870,96: 8,870,96:
12/15/0¢ 2,500,00t 2,500,00t

1.00(2)
(3)

7.88%

1.0C

5.7%

1.0C

0.9((2)
267.2:(4)

3.65(4)

3.61%

914.4¢(8)
9)

894.4¢(8)
9)

1.0((8)
9)

3.05%

1.00(2)

2.85%

1.0C

1.00(2)

1.0((2)
(3)

10.0((4)

0.01(4)

2.7%

1.0C

1.0C



Farming and
Agriculture
The GSI Group, Inc.

Housing—Building
Materials
HB&G Building Products

Agricultural equipment
manufacturer

Synthetic and wood
product manufacturer

par due
12/2011)
Preferred stock
(10,984 shares,
Common stock
(30,575 shares;

Senior notes
($10,000,000
par due 5/2013
Common stock
(7,500 shares)

Senior
subordinated
loan ($8,439,52
par due 3/2011
Common stock
(2,743 shares)
Warrants to
purchase 4,464
shares

12.00%

13.00% cash, 4.009

PIK

F-7

12/15/0¢

12/15/0¢

5/11/0¢

5/12/0¢

10/8/0¢

10/8/04

10/8/0¢

1,098,401 1,098,401
30,57¢ 30,57¢
12,499,94 12,499,94
10,000,00 10,000,00
750,00( 750,00(
10,750,00 10,750,00
8,435,64! 8,439,52!
752,88t 752,88t
652,50: 652,50:
9,841,031 9,844,92

100.0((4)

1.0((4)

2.1%

1.0C

100.0((4)

1.8%

1.0((2)
(3)

274.45(4)

146.17(4)

1.7%




Cable Television

Patriot Media & Junior secured

Communications CNJ, loan ($5,000,00

LLC par due 9.50% (Libor +

Cable service 10/2013) 5.00%/Q) 10/6/05 $ 5,000,001 $ 5,000,000 $ 1.0C
$ 5,000,001 $ 5,000,00! 0.88%

Healthcare—Medical

Products

Aircast, Inc. Manufacturer of Senior secured 7.20% (Libor + 12/2/0¢ $ 1,251,90; $ 1,251,90; $ 1.0((2)

orthopedic braces, loan ($1,251,90 2.75%/Q)
supports and vascular  par due
systems 12/2010)
Junior secured 11.45% (Libor + 12/2/0¢ 1,000,00t! 1,000,000 $ 1.00(2)
loan ($1,000,00 7.00%/Q)
par due 6/2011
$ 2,251,90: $ 2,251,90: 0.4(%
Total $ 581,351,86 $ 585,968,37
I I

1) We do not "Control" any of our portfolio companies,defined in the Investment Company Act of 194@eneral, under the 1940 Act, we would "Cont@ortfolio company
if we owned 25% or more of its voting securitiedl. & our portfolio company investments are subjeckegal restriction on sales which as of Decen#ier2005 represented
103% of the Company's net assets.

) Pledged as collateral for the credit facility pagagsee Note 8 to the consolidated financial states).

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

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

(5) As defined in the 1940 Act, we are an "Affiliate"this portfolio company because we own more th#nds the portfolio company's outstanding votingwsétes. For the year
ended December 31, 2005, for this portfolio compiueye were total purchases of $2,000,000, redemptf $2,919,939 (cost), interest income of $1,137, other income of
$143,667, net realized losses of $4,278 and ne&talimed losses of $3,429,198.

(6) As defined in the 1940 Act, we are an "Affiliatef"this portfolio company because we own more th#nd the portfolio company's outstanding votingwséies. For the year
ended December 31, 2005, for this portfolio compéueye were total purchases of $26,000,000, s4i$3,000,000 (cost), redemptions of $237,500 (cdst@rest income of
$1,514,431, capital structuring services fees &2$800 and other income of $2,068.

©) As defined in the 1940 Act, we are an "Affiliate'this portfolio company because we own more th#nds the portfolio company's outstanding votingwsétes. For the year
ended December 31, 2005, for this portfolio compéueye were total purchases of $54,647,808, talabsof $19,000,000 (cost), redemptions of $706(@69t) interest income
of $943,631, capital structuring services feesg0$8,750 and other income of $44,426.

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

9) Non-registered investment company.

(10) A majority of the variable rate loans to our polifiacompanies bear interest at a rate that mayeerchined by reference to either Libor or an alézrBase Rate (commonly

based on the Federal Funds Rate or the Prime Ratie borrower's option, which reset semi-angu@), quarterly (Q), monthly (M) or daily (D). Feach such loan, we have
provided the current interest rate in effect at&wsber 31, 2005.

See accompanying notes to consolidated financssients
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Company(1)

ARES CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED SCHEDULE OF INVESTMENTS

Industry

Investment

As of December 31, 2004

Interest(9)

Initial
Acquisition
Date

Amortized
Cost

Fair Value

Percentagt

Fair Value of
Per Unit

Net Assets

Manufacturing
Qualitor, Inc.

Reflexite Corporation

Universal Trailer Corporation(5

Consumer Products—Non-

Durable
Esselte Corporation

Reef Holdings, Inc.

Shoes for Crews, LLC

Services—Other
Billing Concepts, Inc.

Automotive
aftermarket
components
supplier

Developer and
manufacturer of
high visibility
reflective products

Livestock and
specialty trailer
manufacturer

Office supply
products
manufacturer and
distributor

Shoe designer,
marketer and
distributor

Safety footwear an
slip-related mats
manufacturer

Billing
clearinghouse
services

Senior secure
loan
($2,000,000
par due
12/2009)
Junior secure
loan
($5,000,000
par due
6/2012)
Senior
subordinated
loan
($10,000,833
par due
12/2011)
Senior secure
loan
($1,963,872
par due
3/2007)
Senior
subordinated
loan
($7,500,000
par due
9/2008)
Common
stock (50,000
shares)
Warrants to
purchase
22,208 share:

Senior notes
($6,777,000
par due
3/2011)
Senior secure
loan
($17,500,000
par due
12/2009)
Common
stock (47,118
shares)
Warrants to
purchase
27,043 share:

Senior secure
loan
($1,721,154
par due
7/2010)
Senior secure
revolving loar
($333,333 pa
due 7/2010)

Senior secure
loan
($10,000,000
par due
12/2005)
Senior
subordinated

8.00% (Base Rate
+ 2.75%/M)

11.00% (Base Rate
+ 5.75%/M)

11.00% cash, 3.00¢
PIK

6.42% (Libor
+ 4.00%/M)(10)

13.50%

7.63%

12.50% (Base Rate
+ 7.25%I/Q)

6.75% (Base Rate
+2.00%/Q)

6.75% (Base Rate -
2.00%/Q)

10.63% (Libor +
8.50%/Q)

14.00% cash, 4.00¢
PIK

12/29/0«
12/29/0«

12/30/0¢

10/8/0¢

10/8/0¢

10/8/0¢

10/8/0¢

12/6/0¢

12/21/0«

10/8/0¢

10/8/0¢

10/8/0¢

10/8/04

10/8/0¢

10/8/0¢

$

2,000,000 $
5,000,00¢

10,000,83

1,974,66!

7,527,80i

6,424,64!

1,505,771

2,000,00¢
5,000,00¢

10,000,83

1,974,66!

7,528,88

6,424,64!

1,505,771

34,433,72 $

34,434,79

6,060,35. $

17,500,00

2,258,661

752,88t

1,731,28.

334,61

5,997,64!

17,500,00

2,258,661

752,88t

1,731,28:

334,61

28,637,80 $

28,575,09

10,042,00 $

5,231,58!

10,042,00

5,232,491

1.00(2)
1.0C
(2

1.0((2)

@

1.01

1.0C

128.44(4)

67.8((4)

21.56%

0.8¢(6)
(7

1.00(2)

47.944)

27.844)

1.01(2)

1.0C

17.8%

1.0C

1.00(2)
(3)



Diversified Collection Services,
Inc.

Forest Products/Containers—
Packaging
FlexSol Packaging Corporation

York Label Holdings, Inc.

Environmental Services
Mactec, Inc.

United Site Services, Inc.

Collections service

Manufacturer of
value-added plastit
and flexible
packaging

Consumer product
labels manufacture

Engineering and
environmental
consulting service

Portable restroom
and site services

loan
($5,212,619
par due
6/2008)
Common
stock (1,100
shares)

Senior secure
loan
($4,017,391
par due
1/2009)
Senior
subordinated
loan
($2,052,321
par due
7/2010)
Preferred
stock (114,00
shares)

Senior secure
loan
($1,000,000
par due
12/2012)
Junior secure
loan
($2,000,000
par due
12/2012)

Senior
subordinated
loan
($9,897,956
par due
2/2010)
Preferred
stock (650
shares)
Warrants to
purchase
156,000
shares

Common
stock (186
shares

Junior secure
loan
($10,000,000
par due
6/2010)

6.02% (Libor +
4.00%/Q)

12.00% cash, 3.75°

PIK

10/8/04

5.78% (Libor +
3.25%/Q)

9.53% (Libor +
7.00%/Q)

10.00% cash, 4.00¢
PIK

10.00%

10.41% (Libor +
8.00%/Q)
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10/8/0¢

10/8/04

10/8/0¢

483,70¢

12/7/0¢
12/7/0¢

11/3/0¢

11/3/0¢

11/3/04

11/3/0¢

12/2/0¢

150,57t 150,57t $
4,036,10 4,036,100 $
2,059,96. 2,060,151 $
483,70¢ $ 4.24(4)
22,003,95 $  22,005,04
1,000,001 $ 1,000,000 $
2,000,001 2,000,000 $
9,934,66 9,935,68' $
3,387,06! 3,387,06! $
5,320,40i 5320,40i $
21,642,13 $  21,643,16
— 3 — 3
9,950,51; 10,000,00 $

136.84(4)

1.00(2)

1.00(2)
(3)

1.00(2)
1.0C
(2)

1.00(2)

@

5,210.8(3)

34.13(4)

0.0C(4)

1.00(2)

13.7¢%

13.5%%




Healthcare—Services
PHNS, Inc.

Energy—Service & Equipment
Mechanical Dynamics &
Analysis

Housing—Building Materials
HB&G Building Products

Consumer Products—Durable
Berkline/Benchcraft Holdings
LLC

Financial
Foxe Basin CLO 2003, Ltd.

Hudson Straits CLO 2004, Ltd.

MINCS-Glace Bay, Ltd.

Healthcare—Medical Products
Aircast, Inc.

Information
technology and
business process
outsourcing

Steam power
generator repair
services

Synthetic and woo
product
manufacturer

Furniture
manufacturer and
distributor

Collateralized debt
obligation

Collateralized debt
obligation

Collateralized debt
obligation

Manufacturer of
orthopedic braces,
supports and

Senior
subordinated
loan
($8,456,734
par due
12/2010)
Common
stock (216,79
shares’

Senior
subordinated
loan
($16,000,000
par due
11/2011)

Senior
subordinated
loan
($10,654,348
par due
3/2010)
Warrants to
purchase 4,0¢€
shares

Senior
subordinated
loan
($8,112,135
par due
3/2011)
Common
stock (2,743
shares)
Warrants to
purchase 4,4¢
shares

Junior secure
loan
($5,000,000
par due
5/2012)
Preferred
stock (2,536
shares)
Warrants to
purchase
483,020 share

Preference
shares (3,000
shares)

Preference
shares (750
shares’

Secured note:
($4,500,000
par due
7/2014)

Senior secure
loan
($1,500,000

12.00% cash, 4.009
PIK

11.50% cash, 2.259
PIK

13.00% cash, 5.009
PIK

10.00% cash, 5.009
PIK

10.50% (Libor +
8.00%/Q)

6.63% (Libor +
5.00%/Q)

5.19% (Libor +
2.75%/Q)

10/8/04 8,571,37 8,574,03
10/8/0¢ 1,353,85. 1,353,85.

$ 19,875,73 $ 19,927,88
11/1/0¢ $ 15,763,39 $ 16,000,00

$ 15,763,39 $ 16,000,00
10/8/0¢ $ 10,693,62 $ 10,694,66.
10/8/04 150,57¢ 150,57¢

$ 10,844,20 $ 10,845,24
10/8/0¢ $ 8,142,17: $ 8,142,85!
10/8/0¢ 752,88t 752,88t
10/8/0¢ 652,50: 652,50:

$ 9,547,56! $ 9,548,241
11/3/0¢ $ 5,000,001 $ 5,000,00t
10/8/0¢ 1,046,34: 1,046,34:
10/8/04 2,752,55! 2,752,55!

$ 8,798,90. $ 8,798,90:
10/8/0¢ $ 3,011,55. $ 3,011,55
10/8/0¢ 752,88t 752,88t
10/8/0¢ 4,517,32i 4,517,32i

$ 8,281,76! $ 8,281,76:i
12/21/0¢ $ 1,500,000 $ 1,500,001

1.01(3)

6.24(4)

1.0((3)

1.00(2)
(3)

37.044)

1.00(3)

274.44(4)

146.15(4)

1.00(2)

412.6((4)

5.7C(4)

1,003.87)
(8)

1,003.847)
(®)

1.0¢(7)
(8)

1.00(2)

12.4¢%

10.02%

6.7<%

5.98%

5.51%

5.1<%



Total

vascular systems par due
12/2010)
Junior secure 9.44% (Libor + 12/21/0« 1,000,00t 1,000,001 $ 1.00(2)
loan 7.00%/Q)
($1,000,000
par due
6/2011)

$ 2,500,001 $ 2,500,00t 1.5™%

$ 182,329,20 $ 182,560,14
I

@

@
©)
4)
®)

6)
@)
®)
©)

(10)

We do not "Control" any of our portfolio companies,defined in the Investment Company Act of 194@eneral, under the 1940 Act, we would "Cont@ortfolio company
if we owned 25% or more of its voting securitiedl. & our portfolio company investments are subjectegal restriction on sales which as of Decen#ier2004 represented
114% of the Company's net assets.

Pledged as collateral for the credit facility pagagsee Note 8 to the consolidated financial states).

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

Non-income producing at December 31, 2004.

As defined in the 1940 Act, we are an "Affiliatef'this portfolio company because we own more th#nds the portfolio company's outstanding votinguséees. For the period
from June 23, 2004 through December 31, 2004 hisrgortfolio company there were total purchase$19f,598,522, a redemption of $164,555 (cost)réstencome of
$285,059, other income of $5,833 and net realizedds of $899.

Principal amount denominated in Euros has beesltited into U.S. dollars (see Note 2 to the codatdid financial statements).

Non-U.S. company or principal place of businessidetthe U.S.

Non-registered investment company.

A majority of the variable rate loans to our polifiacompanies bear interest at a rate that mayelerchined by reference to either Libor or an alézrBase Rate (commonly
based on the Federal Funds Rate or the Prime Rati)e borrower's option, which reset quarerly ¢Qnonthly (M). For each such loan, we have predithe current interest

rate in effect at December 31, 2004.

At December 31, 2004, a portion of this loan eqaa#3,873 was earning interest at a rate of 8.25flwis equal to Base Rate plus 3.50%, resettingthiy.

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

CONSOLIDATED STATEMENT OF OPERATIONS

For the Period
June 23, 2004

For the Year (inception)
Ended through
December 31, 2005 December 31, 2004
INVESTMENT INCOME:
From nor-control/nor-affiliate investments
Interest from investmen $ 30,360,31 $ 3,289,25!
Interest from cash & cash equivale 1,457,83 39,32t
Dividend income 744,81¢ 191,13(
Capital structuring service fe 3,314,441 542,35:
Other income 256,46 27,88¢
Total investment income from n-control/nor-affiliate investment: 36,133,86 4,089,95!
From affiliate investment:
Interest from investmen 3,605,201 285,05¢
Capital structuring service fe 1,921,25 —
Other income 190,16: 5,83¢
Total investment income from affiliate investme 5,716,61. 290,89:
Total investment incom 41,850,47 4,380,84:
1
EXPENSES

Organizational expens: — 199,18:
Base management fe 5,147,49: 471,56!
Incentive management fe 4,202,07 95,47
Administrative 888,08: 135,94
Professional fee 1,398,12! 336,18
Directors fee! 309,53t 119,96t
Insurance 630,51 161,85!
Interest and credit facility fee 1,062,66. 96,17¢
Interest payable to the Investment Advi 154,07¢ —
Amortization of debt issuance co: 465,39t 41,22(
Other 468,71 8,18¢
Total expense 14,726,67 1,665,75.
NET INVESTMENT INCOME 27,123,80 2,715,09!

L~ /]
REALIZED AND UNREALIZED GAIN ON INVESTMENTS:

Net realized gains (losse:
Net realized gains from n-control/non-affiliate investment

transaction: 10,345,99 245,34!
Net realized losses from affiliate investment temtons (4,27%) (89¢9)
Net realized gains from investment transacti 10,341,71 244,44¢
Net unrealized gains (losse
Investment transactions from r-control/nor-affiliate investment: 7,814,76. 229,87!
Investment transactions from affiliate investme (3,429,19) 1,07z
Net unrealized gains from investment transact 4,385,56. 230,94
Net realized and unrealized gain on investm 14,727,27 475,39:

NET INCREASE IN STOCKHOLDERS' EQUITY RESULTING FRO
OPERATIONS $ 41,851,07 $ 3,190,48!

BASIC AND DILUTED EARNINGS PER COMMON SHARE (see
Note 4) $ 1.7¢ $ 0.2¢



WEIGHTED AVERAGE SHARES OF COMMON STOCK
OUTSTANDING (see Note 4 23,487,93 11,066,76

See accompanying notes to consolidated finana#tsients.
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Balance at June 23,
2004

Issuance of common
stock

Gross offering and
underwriting cost:
Underwriting costs pal
by the Investment
Adviser (see Note 1(
Net increase il
stockholders' equity
resulting from
operations

Dividend declared
($0.28 per share

Tax return of capital
($0.02 per share

Balance at December
31, 2004

Issuance of common
stock from add-on
offerings (net of
offering and
underwriting costs
Reimbursement of
underwriting costs pai
by the Investment
Adviser (see Note 1(
Shares issued in
connection with
dividend reinvestment
plan

Net increase il
stockholders' equity
resulting from
operations

Dividend declared
($1.30 per share

Balance at December
31, 200&

ARES CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
For the Year Ended December 31, 2005 and the for ¢hPeriod June 23, 2004

(inception) through December 31, 2004

Distributions

Less Than Accumulated Net
Common Stock (in Excess of) Net Realized Unrealized
Capital in Net Gain on Appreciation Total
Excess of Investment Sale of on Stockholders'
Shares Amount Par Value income Investments Investments Equity
10C $ —$ 1,50C $ — % — % — % 1,50(C
11,066,66 11,06° 165,988,93 — — — 166,000,00
— — (8,638,65)) — — —  (8,638,65)
2,475,00! 2,475,001
— — — 2,715,09! 244, 44¢ 230,94 3,190,48:!
— — — (2,851,51) (244,446 —  (3,095,95)
— — (224,075 — (224,079
11,066,76 $ 11,06" $ 159,602,70 $ (136,419 % —$ 230,94 $ 159,708,30
26,575,00 26,57¢ 397,373,74 397,400,32
(2,475,001 (2,475,001
267,71 26¢ 4,691,10. 4,691,36!
27,123,80 10,341,71 4,385,56. 41,851,07
(26,987,38) (4,576,48)) (31,563,87)
37,909,48 $ 37,91( $ 559,192,55 $ — % 5,765,22' $ 4,616,511 $ 569,612,19

See accompanying notes to consolidated financassients.
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ARES CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENT OF CASH FLOWS

OPERATING ACTIVITIES:
Net increase in stockholders' equity resulting frgmerations
Adjustments to reconcile net increase in stockhsldeguity resulting
from operations
Realized gain on investment transacti
Unrealized gain on investment transacti
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 liabilii
Interest receivabl
Other asset
Accounts payable and accrued expel
Management and incentive fees pay:
Interest and facility fees payal
Interest payable to the Investment Advi

Net cash used in operating activit
FINANCING ACTIVITIES:
Net proceeds from issuance of common s
Borrowings on credit facility payab
Repayments on credit facility payatl
Credit facility financing cost
Dividends paid in cas
Net cash provided by financing activiti
CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI

CASH AND CASH EQUIVALENTS, END OF PERIOI
Supplemental Informatior

Interest paid during the peri
Dividends declared during the peri

For the Year
Ended
December 31, 2005

For the Period
June 23, 2004
(inception)
through
December 31, 2004

$ 4185107 $ 3,190,48
(10,341,71) (244,441
(4,385,56) (230,94)
(85,89¢) 9,091
(3,113,03) (508,762
465,39 41,22(
126,029,44 53,480,44
(498,798,73) (243,860,00)
(4,687,60) (1,140,49)
(147,207 (417,33)
(333,76%) 1,556,44
3,203,37 274,65
217,75 96,17¢
154,07¢ —
(349,972,39) (187,753,46)
397,400,32 159,836,34
123,500,00 55,500,00
(161,000,00) —
(2,817,44) (778,22)
(17,303,30) —
339,779,57 214,558,12
(10,192,82) 26,804,66
26,806,16 1,50(
$ 16,613,33 26,806,16

$
$

638,20-
31,563,87

See accompanying notes to consolidated financitdsients.
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ARES CAPITAL CORPORATION AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of December 31, 2005
1. ORGANIZATION

Ares Capital Corporation (the "Comypaor "ARCC" or "we") is a closed-end, non-diveisd management investment company
incorporated in Maryland that is regulated as artass development company under the Investment @oynfct of 1940 ("1940 Act"). We
were incorporated on April 16, 2004 and were iflitifunded on June 23, 2004. On October 8, 2004¢c@vapleted our initial public offering
(the "IPO"). On the same date, we commenced suiEtarvestment operations.

The Company has qualified and hastetkto be treated for tax purposes as a reguilatedtment company, or RIC, under the
Internal Revenue Code of 1986, as amended. The @uyraxpects to continue to qualify and to eledigdreated for tax purposes as a RIC.
Our investment objectives are to generate botreatiincome and capital appreciation through debteajuity investments. We invest
primarily in first and second lien senior loans aneizzanine debt, which in some cases may includsyaity component, and, to a lesser
extent, in equity investments in private middle ketrcompanies.

We are externally managed by Aresit@hplanagement LLC (the "Investment Adviser"),afiliate of Ares Management LLC
("Ares Management"), an independent Los Angelesdbéism that manages investment funds. Ares Teeth#idministration LLC ("Ares
Administration"), an affiliate of Ares Managemeptpvides the administrative services necessarysdo operate.

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying consolidated finalnsiatements have been prepared on the accrusldi@counting in conformity with
accounting principles generally accepted in thetd¢hStates, and include the accounts of the Comaadyts wholly-owned subsidiary. The
consolidated financial statements reflect all atijgmts and reclassifications which, in the opirddbmanagement, are necessary for the fair
presentation of the results of the operations arahtial condition for the periods presented. Adh#ficant intercompany balances and
transactions have been eliminated.

Cash and Cash Equivalents

Cash and cash equivalents includetg¢bom, liquid investments in a money market fuBdsh and cash equivalents are carried at
cost which approximates fair value.

Concentration of Credit Risk

The Company places its cash and egslvalents with financial institutions and, at ¢isn cash held in money market accounts may
exceed the Federal Deposit Insurance Corporatsuréad limit.

I nvestments

Investment transactions are recoatethe trade date. Realized gains or losses arpuiech using the specific identification method.
We carry our investments at fair value, as deteechioy our board of directors. Investments for whitdrket quotations are readily available
are valued at such market quotations. Debt andyegecurities that are not publicly traded or whosgket price is not
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readily available are valued at fair value as deteed in good faith by our board of directors. Tiges of factors that we may take into
account in fair value pricing of our investmentslide, as relevant, the nature and realizable \@fia@y collateral, the portfolio company's
ability to make payments and its earnings and distad cash flow, the markets in which the portfalionpany does business, comparison to
publicly traded securities and other relevant fecto

When an external event such as ahasectransaction, public offering or subsequenitygale occurs, we use the pricing indicated
by the external event to corroborate our privaigtgayaluation. Because there is not a readily labée 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 viiraprocess. Due to the inherent uncertainty ¢éeining the fair value of investments t
do not have a readily available market value, #ievialue of our investments may differ signifidgrftom the values that would have been
used had a ready market existed for such invesgnant the differences could be material.

With respect to investments for whichrket quotations are not readily available, aard of directors undertakes a multi-step
valuation process each quarter, as described below:

. Our quarterly valuation process begins with eaatfpl@ company or investment being initially vatliey the investment
professionals responsible for the portfolio invesitin

. Preliminary valuation conclusions are then documeaind discussed with our senior management.

. The audit committee of our board of directors rexsi¢hese preliminary valuations. Where appropride committee may
utilize an independent valuation firm selected gy board of directors.

. The board of directors discusses valuations aretétes the fair value of each investment in outfplio in good faith based
on the input of our investment adviser and audimittee and, where appropriate, an independengtiatufirm.

I nterest Income Recognition

Interest income, adjusted for amattan of premium and accretion of discount, is rded on an accrual basis to the extent that suct
amounts are expected to be collected. The Compgapyg accruing interest on its investments whes dgtermined that interest is no longer
collectible. If any cash is received after it isatenined that interest is no longer collectible, wilt treat the cash as payment on the principal
balance until the entire principal balance has biepaid, before any interest income is recogniféscounts and premiums on securities
purchased are accreted/amortized over the lifaeféspective security using the effective yieldirod. The amortized cost of investments
represents the original cost adjusted for the diceref discounts and amortizations of premium onds.

Payment in Kind | nterest

The Company has loans in its portftfiat contain a payment-in-kind ("PIK") provisiorhe PIK interest, computed at the
contractual rate specified in each loan agreeneatided to the
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principal balance of the loan and recorded aseésténcome. To maintain the Company's status d€atRs non-cash source of income must
be paid out to stockholders in the form of dividgnelven though the Company has not yet colleceeddkh. For the year ended Decembe
2005, $3,113,035 in PIK income was recorded. Fempiriod from June 23, 2004 (inception) throughddeloer 31, 2004, $508,762 in PIK
income was recorded.

Capital Structuring Service Fees

The Company's Investment Adviser sd@elprovide assistance to the portfolio compame&®nnection with the Company's
investments and in return the Company may receigs for capital structuring services. These feemarmally paid at the closing of the
investments, are generally non-recurring and aregrized as revenue when earned upon closing Westiment. The services that the
Company's Investment Adviser provides vary by itwest, but generally consist of reviewing existargdit facilities, arranging bank
financing, arranging equity financing, structuriitgancing from multiple lenders, structuring finamg from equity investors, restructuring
existing loans, raising equity and debt capitatl providing general financial advice, which con@adipon closing of the loan. The
Company's Investment Adviser may also take a se#ie@board of directors of a portfolio companypbserve the meetings of the board of
directors without taking a formal seat. Any sergicé the above nature subsequent to the closindgdwgmnerally generate a separate fee
payable to the Company. In certain instances wtier€€ompany is invited to participate as a co-lefma transaction and in the event that
the Company does not provide significant servioesoinnection with the investment, a portion of Iéees paid to the Company in such
situations may be deferred and amortized over stimated life of the loan.

Foreign Currency Trandation

The Company's books and records aiatained in U.S. dollars. Any foreign currency amts are translated into U.S. dollars on
following basis:

1) Market value of investment securities, other assetsliabilities—at the exchange rates prevailintha end of the day.

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

Although the net assets and theviaimes are presented at the foreign exchangeaathe end of the day, the Company does not
isolate the portion of the results of the operatigsulting from changes in foreign exchange rateimvestments from the fluctuations arising
from changes in fair value of investments. Suchtflations are included with the net realized anealized gains or losses from investments.
Foreign security and currency translations may lwvesgertain considerations and risks not typicakgociated with investing in U.S.
companies and U.S. Government securities. Thelsginslude but are not limited to revaluation ofremcies and future adverse political and
economic developments which could cause investmenk®ir markets to be less liquid and prices maratile than those of comparable
U.S. companies.
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Organizational Expenses

Approximately $200,000 in organizaabexpenses were expensed as incurred for thedoeam June 23, 2004 (inception) through
December 31, 2004.

Offering Expenses

The Company's offering costs weragéd against the proceeds from the IPO, the Ad®#ering (as defined in Note 11) and the
October Adden Offering (as defined in Note 11) when received aere approximately $1,600,000, $635,000 and $®B3 respectively (s
Note 11).

Debt I ssuance Costs
Debt issuance costs are being aneattizer the life of the related credit facility ngithe straight line method.
Federal Income Taxes

The Company has qualified and eleatgdiintends to continue to qualify and elect far tax treatment applicable to regulated
investment companies under Subchapter M of theraté&kevenue Code of 1986 (the "Code"), as amerat®t],among other things, has
made and intends to continue to make the requtebutions to its stockholders which will relethe Company from Federal income ta:
Therefore, no provision has been recorded for Fdderome taxes. Depending on the level of taxaieme earned in a tax year, we may
choose to carry forward taxable income in excessigkent year distributions into the next tax yaad pay a 4% excise tax on such incom
required. For the year ended December 31, 200&\aspn of approximately $158,000 was recordedMederal excise taxes. As of
December 31, 2005, the entire amount was unpaidnaheied in accounts payable on the accompanyingalidated balance sheet.

In order to qualify as a RIC, amortigew factors, the Company is required to timelyriisite to its stockholders at least 90% of
investment company taxable income, as defined &Cibde, for each year.

Dividends

Dividends and distributions to comnstockholders are recorded on the record dateaffwint to be paid out as a dividend is
determined by the board of directors each quartéri@generally based upon the earnings estimataddmagement. Net realized capital
gains, if any, are distributed at least annualhoaigh we may decide to retain such capital giongvestment..

We have adopted a dividend reinvestrp&an that provides for reinvestment of our digttions on behalf of our stockholders, unl
a stockholder elects to receive cash. As a rasoltr board of directors authorizes, and we deglarcash dividend, then our stockholders
have not "opted out" of our dividend reinvestmdanpwill have their cash dividends automaticalljnvested in additional shares of our
common stock, rather than receiving the cash dindde
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Use of Egtimatesin the Preparation of Financial Statements

The preparation of financial statetseén conformity with accounting principles genéyalccepted in the United States requires
management to make estimates and assumptiondfezitthe reported amounts of actual and contingssets and liabilities at the date of
financial statements and the reported amountsoofire or loss and expenses during the reportingghetictual results could differ from
those estimates. Significant estimates includesétheation of investments.

Fair Value of Financial Instruments

The carrying value of the Compankiiaiicial instruments approximate fair value. Theydag value of interest and open trade
receivables, accounts payable and accrued exparsse®ll as the credit facility payable approxintfaie value due to their short maturity.

3. AGREEMENTS

The Company has entered into an tnvest advisory agreement (the "Advisory Agreemewith the Investment Adviser under
which the Investment Adviser, subject to the ovesapervision of our board of directors, providegastment advisory services to ARCC.
providing these services, the Investment Adviseeires a fee from us, consisting of two componer@dase management fee and an
incentive fee. The base management fee is calcuddatan annual rate of 1.5% of our total assetsefdhan cash or cash equivalents but
including assets purchased with borrowed funds) seovices rendered under the Advisory Agreemerihduhe period commencing from
October 8, 2004 through and including Decembe2804, the base management fee is payable monthlyears. For services rendered
under the Advisory Agreement after that time, thedbmanagement fee is payable quarterly in arrEaesbase management fee is calculated
based on the average value of our total assetsr(titan cash or cash equivalents but includingiaggechased with borrowed funds) at the
end of the two most recently completed calendartqta

The incentive fee has two parts. @art is calculated and payable quarterly in arrbasgd on our pre-incentive fee net investment
income. Pre-incentive fee net investment incomemaéaterest income, dividend income and any othesrne (including any other fees such
as commitment, origination, structuring, diligerss® consulting fees or other fees that we receom portfolio companies but excluding fi
for providing managerial assistance) accrued dutiegcalendar quarter, minus operating expensdbdoguarter (including the base
management fee, any expenses payable under theiattation agreement, and any interest expenseliaittbnds paid on any outstanding
preferred stock, but excluding the incentive f&g-incentive fee net investment income includeshé case of investments with a deferred
interest feature such as market discount, debuimgnts with payment-in-kind interest, preferraztktwith payment-in-kind dividends and
zero coupon securities, accrued income that we havget received in cash. The Investment Adviserat under any obligation to reimburse
us for any part of the incentive fee it receivedttivas based on accrued income that we never egtaiva result of a default by an entity on
the obligation that resulted in the accrual of sinciome.

Pre-incentive fee net investment mealoes not include any realized capital gaindizezhcapital losses or unrealized capital
appreciation or depreciation. Pre-incentive feeimetstment

F-18




income, expressed as a rate of return on the wdlaer net assets at the end of the immediatelggutiag calendar quarter, is compared to a
fixed "hurdle rate" of 2.00% per quarter.

We pay the Investment Adviser an imive fee with respect to our pre-incentive feeineéstment income in each calendar quarter
as follows:

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

. 100% of our pre-incentive fee net investment incawith respect to that portion of such pre-incenfise net investment
income, if any, that exceeds the hurdle rate blgtsis than 2.50% in any calendar quarter. We tefthis portion of our pre-
incentive fee net investment income (which excebdsurdle rate but is less than 2.50%) as theHeap" provision. The
"catch-up" is meant to provide our Investment Adviwith 20% of the pre-incentive fee net investmeobme as if a hurdle
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 gtrent income, if any, that exceeds 2.50% in afgnciar quarter.
These calculations are adjusted figrshare issuances or repurchases during the guarte

The second part of the incentiveifegetermined and payable in arrears as of theo€adch calendar year (or upon termination of
the Advisory Agreement, as of the termination datejnmencing with the calendar year ending on Déesr81, 2004, and equals 20% of
realized capital gains for the calendar year, ¥, @omputed net of all realized capital losses amealized capital depreciation for such year.

Earlier in 2005, as part of an industveep, the Fort Worth District Office of the 8aties and Exchange Commission (the "District
Office") conducted a limited scope examinationha Company. As a result of this examination, bietedated September 29, 2005, the
District Office—while noting that the fees we haaleeady paid to our investment adviser do not apfgeaxceed those allowable by law—
raised issues regarding the clarity of the Advishgyeement and certain aspects of our method ctitztion of the capital gains portion of
incentive fee contained in that agreement.

The District Office's letter notedhtthe Chief Accountant's Office of the Divisionloffestment Management 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 cagdals 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 unmzadi depreciation of each portfolio security over preriod must be based upon the market
value at the end of the period compared to the etatddue at the beginning of the period. The secoalied 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 cuiiwelatethod, the calculation of unrealized
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depreciation of each portfolio security must bedoligpon the market value of each security as ofiétte of such calculation compared to its
adjusted cost.

We intended to use the cumulativehmeétto calculate the capital gains portion of teentive fee. However, the District Office
raised issues regarding the clarity of the languageir Advisory Agreement. In response the InvestirAdviser has agreed that in
calculating payments of the capital gains portibthe incentive fee, we would use the calculativet tesults in the lowest incentive fee
payment to the Investment Adviser until our negtkholder meeting, where we would seek the votuofstockholders to clarify or amend
and restate the Advisory Agreement to make our atett calculation clear. We do not expect thatrsmlution of this inquiry will result in
material adverse effect on us or our stockholders.

We defer cash payment of any incenfidae otherwise earned by the Investment Advisauiiing the most recent 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 as totalsaless indebtedness) is less than 8.0% of ouassetts at the beginning of such period. These
calculations are appropriately pro rated duringfittse three calendar quarters following Octobe2@)4 and are adjusted for any share
issuances or repurchases.

For the year ended December 31, 28@5ncurred $5,147,492 in base management fee&2$890 in incentive management fees
related to pre-incentive fee net investment incame $979,388 in incentive management fees relateghlized capital gains. As of
December 31, 2005, $3,478,034 was unpaid and iedlidmanagement and incentive fees payable indbempanying consolidated bala
sheet.

For the period from October 8, 20t (date of the IPO and the commencement of sufstarvestment operations) through
December 31, 2004, we incurred $471,565 in baseganent fees and $59,904 in incentive managemestéated to pre-incentive fee net
investment income and $35,567 in incentive manageéfees related to realized capital gains. As ofédeber 31, 2004, $274,657 was unj
and included in management and incentive fees payalthe accompanying consolidated balance sheet.

We also entered into a separate adtration agreement (the "Administration Agreemgmtith Ares Administration under which
Ares Administration furnishes us with office fatidis, equipment and clerical, bookkeeping and k&eeping services at such facilities.
Under the Administration Agreement, Ares Adminittra also performs or oversees the performanceaiofequired administrative services,
which include, among other things, being respordibt the financial records which we are requiedaintain and preparing reports to our
stockholders and reports filed with the SEC. Inithold, Ares Administration assists us in determgnand publishing the net asset value,
oversees the preparation and filing of our taxrresand the printing and dissemination of repartsur stockholders, and generally oversees
the payment of our expenses and the performanadroiistrative and professional services rendavedstby others. Under the
Administration Agreement, Ares Administration afg@vides on our behalf, managerial assistancedasetiportfolio companies to which we
are required to provide such assistance. The Aditnation Agreement may be terminated by eitherypaithout penalty upon 60-days'
written notice to the other party.
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For the year ended December 31, 28@5ncurred $888,081 in administrative fees. ADetember 31, 2005, $203,334 was unpaid
and included in accounts payable and accrued egpenshe accompanying consolidated balance sheet.

For the period from October 8, 200 (date of the IPO and the commencement of suftarvestment operations) through
December 31, 2004 we incurred $135,941 in admatist fees. As of December 31, 2004, the entiretarhwas unpaid and included in
accounts payable and accrued expenses in the aaogimg consolidated balance sheet. Prior to Oct8p2004, we incurred no
administrative fees.

4. EARNINGS PER SHARE

The following information sets foittie computation of basic and diluted net increasstackholders' equity per share resulting from
the year ended December 31, 2005:

Numerator for basic and diluted net increase inldtolders' equit

resulting from operations per sha $ 41,851,07
Denominator for basic and diluted net increasdanldolders' equity

resulting from operations per sha 23,487,93
Basic and diluted net increase in stockholdersitggesulting from

operations per shar $ 1.7¢

The following information sets foittie computation of basic and diluted net increasstackholders' equity per share resulting from
October 8, 2004 (the date of the IPO and the conseraent of substantial investment operations) thiddgcember 31, 2004:

Numerator for basic and diluted net increase inldtolders' equity resulting from operations peirsh $ 3,190,48!
Denominator for basic and diluted net increasaankdolders' equity resulting from operations gears: 11,066,76
Basic and diluted net increase in stockholdersitggesulting from operations per sha $ 0.2¢

If the above computation had beeredion the period from June 23, 2004 (inceptiondtigh December 31, 2004, the numerator
would have remained the same, but the denominatatdihave been 4,905,916 resulting in a basic dated net increase in stockholders
equity resulting from operations per share of $0.65

5. INVESTMENTS

For the year ended December 31, 20@5Company purchased (A) $339.3 million aggregaitecipal amount of senior term debt,
(B) $76.6 million aggregate principal amount ofisersubordinated debt, (C) $61.4 million of investmts in equity securities,
(D) $18.0 million aggregate principal amount ofisemotes and (E) $9.0 million of investments itlaieralized debt obligations.
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In addition, for the year ended DebenB1, 2005, (1) $38.4 million aggregate princgralount of senior term debt and
(2) $27.2 million aggregate principal amount ofisesubordinated debt were redeemed. Addition&fy,$25.0 million aggregate principal
amount of senior term debt, (B) $14.0 million aggre principal amount of senior notes and (C) $dlkon of investments in equity
securities were sold.

As of December 31, 2005, investmanid cash and cash equivalents consisted of thanfiol:

Amortized Cost Fair Value

Cash and cash equivale! $ 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 $ 597,965,199 $ 602,581,70

As of December 31, 2004, investmanid cash and cash equivalents consisted of thanfiol:

Amortized Cost Fair Value

Cash and cash equivale! $ 26,806,160 $ 26,806,16
Senior term dek 63,069,19 63,118,67
Senior note: 6,060,35: 5,997,64!
Senior subordinated de 77,925,42 78,169,59
Collateralized debt obligatior 8,281,76! 8,281,76!
Equity securitie: 26,992,46 26,992,46

Total $ 209,135,36 $ 209,366,30

The amortized cost represents thgiral cost adjusted for the accretion of discoams amortization of premiums on debt using the
effective interest method.
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6. INCOME TAXES

The following reconciles net incre@sstockholders' equity resulting from operatibmsaxable income for the year ended
December 31, 2005:

Net increase in stockholders' equity resulting figmerations $ 41,851,07
Net unrealized gain on investments transactionsaxatble (4,385,56)
Other income not currently taxat (3,040,80i)
Other taxable incom 2,435,77.
Expenses not currently deductil 192,28:
Other deductible expens (802,699
Taxable income before deductions for distributi $ 36,250,07
I

As of December 31, 2005, the cosheéstments for tax purposes was $580,261,410tmeguh a gross unrealized appreciation and
depreciation of $11,127,886 and $5,420,916, resmdgt

For income tax purposes, distribwgipaid to stockholders are reported as ordinamgnirg; non-taxable, capital gains, or a
combination thereof. Dividends paid per common slfiar the year ended December 31, 2005 were tazatiellows (unaudited):

Ordinary income $ 31,563,87
Capital gains —
Return of capita —
Total reported on tax form 10-DIV $ 31,563,87

I

The following reconciles net incre@sstockholders' equity resulting from operatibmsaxable income for the period from June 23,
2004 (inception) through December 31, 2004:

Net increase in stockholders' equity resulting figmerations $ 3,190,48!
Net unrealized gain on investments transactionsaxatble (230,94)
Other income not currently taxat (53,490
Organizational expenses not currently deduc 189,90!
Taxable income before deductions for distributi $ 3,095,95!

I

As of December 31, 2004, the cosheéstments for tax purposes was $182,275,710tmeguh a gross unrealized appreciation and
depreciation of $347,144 and $62,707, respectively.
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For income tax purposes, distribwsipaid to stockholders are reported as ordinagnie; non-taxable, capital gains, or a
combination thereof. Dividends paid per common slfiar the period from June 23, 2004 (inceptionptiygh December 31, 2004 were tax:
as follows (unaudited):

Ordinary income $ 3,095,95!
Capital gains —
Return of capita 224,07
Total reported on tax form 10-DIV $ 3,320,031

I

7. COMMITMENTS AND CONTINGENCIES

As of December 31, 2005, the Compaay committed to make a total of approximately 848illion of investments in various
revolving senior secured loans. As of Decembe805, $28.8 million was unfunded. Included witHie $43.0 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 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 ha2l is#lion in standby letters of cre:
issued and outstanding on behalf of the portfaimpany, of which no amounts were recorded as difiallhese letters of credit expire on
September 30, 2006, but may be extended underasuiadly similar terms for additional one-year tarat the Company's option until the
revolving line of credit, under which the letterfscoedit were issued, matures on September 30,.2011

As of December 31, 2004, the Compaary committed to make a total of approximately $Hillion of investments in various
revolving senior secured loans. As of Decembe2804, $13.8 million was unfunded.
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8. CREDIT FACILITY PAYABLE

In accordance with the 1940 Act, vwaértain limited exceptions, we are only allowedtsrow amounts such that our asset cove
as defined in the 1940 Act, is at least 200% aftesh borrowing. On October 29, 2004, we formed Atepital CP Funding LLC ("Ares
Capital CP"), a whollyewned subsidiary of the Company, through which statdished a revolving credit facility (the "CP Fimg Facility").
On November 3, 2004 (the "Facility Effective Datale Company entered into the CP Funding Fadhity allows Ares Capital CP to issue
up to $150.0 million of variable funding certifiest ("VFC"). As part of the CP Funding Facility, e subject to limitations as to how
borrowed funds may be used including restrictiomgi@ographic concentrations, sector concentratloas,size, payment frequency and
status, average life, collateral interests andstraent ratings as well as regulatory restrictiom$ewerage which may affect the amount of
VFC that we may issue from time to time. Therease certain requirements relating to portfoliofpamance, including required minimum
portfolio yield and limitations on delinquenciesdacharge-offs, violation of which could result lretearly amortization of the CP Funding
Facility and limit further advances under the Ciding Facility and in some cases could be an evedéfault. Such limitations,
requirements, and associated defined terms areailed for in the documents governing the CP Fogdiacility. As of December 31, 2005
there was $18.0 million outstanding under the CRding Facility and the Company continues to beompliance with all of the limitations
and requirements of the CP Funding Facility. ABetember 31, 2004 there was $55.5 million outstemdnder the CP Funding Facility.

The CP Funding Facility initially wasexpire on November 2, 2005, but was extendédioteember 1, 2006. If the CP Funding
Facility is not extended beyond November 1, 200§, @incipal amounts then outstanding will be anzed over a 24-month period from the
termination date. Upon entering into the CP Fundhagility, we were required to pay a one-time 0.28#acturing fee. On April 8, 2005, the
Company entered into an amendment that increageaitiount available for borrowing under the CP Fogdhacility from $150.0 million to
$225.0 million. As a part of the amendment, the @any was required to pay a one-time structuringpfe&25% of the increased available
amount equal to $187,500. On November 14, 2005Ctrapany entered into an amendment that incre&seanhount available for borrowi
under the CP Funding Facility from $225.0 millien$350.0 million and made certain provisions of @ Funding Facility more flexible. As
a part of the amendment, the Company was requirpdyt a one-time structuring fee of 0.25% of theréased available amount equal to
$312,500. Under the terms of the CP Funding Fgcilie are required to pay a renewal fee of 0.375%etotal amount available for
borrowing on or around each November 3.

From the Facility Effective Date thgh November 13, 2005, the interest charged olWE@ was based on the commercial paper
plus 1.25%. As a part of the November 14, 2005 atmemt to the CP Funding Facility, effective on Naoer 14, 2005, the interest charged
on the VFC was reduced to the commercial papemptate0.75%. The interest charged on the VFC isibleyquarterly. As of December 31,
2005, the commercial paper rate was 4.3223% aoflBecember 31, 2004 the commercial paper rateng#52%. For the year ended
December 31, 2005 the average interest rate ¢iranercial paper rate plus the spread) was 4.26¥theo/ear ended December 31, 200E
average outstanding balance was $17,939,726. Tédragw interest rate during the period from thelfadéiffective Date through
December 31, 2004 was 1.78% (from date of firstdwing through December 31, 2004, the averagedsteate was 3.50%) and the average
outstanding balance
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was $10,466,102. For the year ended December 85, #e interest expense incurred was $799,307thegoeriod from June 23, 2004
(inception) through December 31, 2004 the inteegpense incurred was $60,532. Cash paid for intergense during the year ended
December 31, 2005 was $638,204. There was no eagdligy interest during the period from June 23)£2(0nception) through December 31,
2004.

The Company is also required to pagrmamitment fee for any unused portion of the CRdtug Facility. Initially, the commitment
fee was 0.175% per annum. In connection with thel 8p2005 amendment to the CP Funding Facilllys tommitment fee was temporarily
reduced to 0.11% per annum until the earlier ofi{a)date the total borrowings outstanding excddé®$® million or (b) October 3, 2005,
after which the commitment fee was 0.175% per andoraonnection with the November 14, 2005 amendnethe CP Funding Facility,
the commitment fee was reduced to 0.10% per anmiontp the first time that the borrowings outstargdunder the CP Funding Facility
equal or exceed $200.0 million and 0.125% per anonrand after the first time that the borrowingsstanding under the CP Funding
Facility exceed $200.0 million. For the year en@&tember 31, 2005 the commitment fee incurred \2&3 800. For the period from
June 23, 2004 (inception) through December 31, 2004€ommitment fee incurred was $35,644.

In December 2005, we entered intewa senior secured revolving credit facility (thee\RIving Credit Facility") under which the
lenders have agreed to extend credit to Ares Qapig initial aggregate principal amount not eedieag $250 million at any one time
outstanding. The Revolving Credit Facility expimmsDecember 28, 2010 and with certain exceptioseésired by substantially all of the
assets in our portfolio (other than investmentsl gl Ares Capital CP under the CP Funding Facilignder the Revolving Credit Facility,
we have made certain representations and warrarakare required to comply with various covenamesorting requirements and other
customary requirements for similar revolving crddliilities, including, without limitation, coventarelated to: (a) limitations on the
incurrence of additional indebtedness and lienslifitations on certain investments, (c) limitatoon certain restricted payments,

(d) maintaining a certain minimum stockholders'iggie) maintaining a ratio of total assets (ledsl liabilities) to total indebtedness, of
Ares Capital and its subsidiaries, of not less th&nl.0, (f) maintaining minimum liquidity, and)(mitations on the creation or existence of
agreements that prohibit liens on certain propguifeAres Capital and its subsidiaries.

In addition to the asset coveragm® @scribed above, borrowings under the Revol@nedit Facility (and the incurrence of certain
other permitted debt) will be subject to compliamgth a borrowing base that will apply differentvahce rates to different types of assets in
our portfolio. The Revolving Credit Facility alseciudes an "accordion” feature that allows us todéase the size of the Revolving Credit
Facility to a maximum of $500 million under certaincumstances. The Revolving Credit Facility dtsdludes usual and customary events of
default for senior secured revolving credit faihtof this nature. As of December 31, 2005, theree no amounts outstanding under the
Revolving Credit Facility and the Company continteebe in compliance with all of the limitationscarequirements of the Revolving Credit
Facility.

The interest charged under the RenglCredit Facility is based on LIBOR (one, tworeé or six month) plus 1.00%, generally. As
of December 31, 2005, the one, two, three and sixtmLIBOR were 4.39%, 4.48%, 4.54% and 4.70%,eetpely. The Company is also
required to pay a
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commitment fee of 0.20% for any unused portiorhef Revolving Credit Facility. For the year ended®uaber 31, 2005, the commitment
incurred was $5,555.

9. DERIVATIVE INSTRUMENTS

In 2005, we entered into a costledkacagreement in order to manage the exposuchdaging interest rates related to the
Company's fixed rate investments. The costlesarcalireement is for a notional amount of $20 nrillioas a cap of 6.5%, a floor of 2.72%
and matures in 2008. The costless collar agreeatlemts us to receive an interest payment for argriguly period when the 3-month LIBOR
exceeds 6.5%, and requires us to pay an intergsigyd for any quarterly period when the 3-month OBis less than 2.72%. The costless
collar resets quarterly based on the 3-month LIBA&of December 31, 2005, the 3-month LIBOR wagl%5As of December 31, 2005
these derivatives had no fair value.

10. RELATED PARTY TRANSACTIONS

Gross underwriting costs relatechm PO were $7,425,000 or $0.675 per share. Astapthe IPO, the Investment Adviser, on our
behalf, agreed to pay the underwriters $0.225@f675 per share in underwriting discount andro@sions for a total of approximately
$2.5 million. We are obligated to repay this amotwgether with accrued interest (charged at theoBth LIBOR plus 2% starting on
October 8, 2004) (a) if during any four calendaarger period ending on or after October 8, 2005stima of (i) the aggregate distributions,
including return of capital, if any, to the stockihers and (ii) the change in net assets (definddtabassets less indebtedness) equals or
exceeds 7.0% of the net assets at the beginnisgabf period (as adjusted for any share issuanaeporchases) or (b) upon the Company's
liquidation. On March 8, 2005, the Company's bazrdirectors approved entering into an amendedresidited agreement with the
Investment Adviser whereby the Company would bégalbéd to repay the Investment Adviser for the appnate $2.5 million only if the
conditions for repayment referred to above werelmétre the third anniversary of the IPO. If onemmre such events do not occur on or
before October 8, 2007, we will not be obligatedepay this amount to the Investment Adviser. Rerytear ended December 31, 2005, the
sum of our aggregate distributions to our stockéiddind our change in net assets exceeded 7.08 agsets as of December 31, 2004 (as
adjusted for any share issuances). As of Decenthe25, such amount was recorded as a payalte totestment Adviser in the
accompanying consolidated balance sheet. Additiprtale Company also recognized the interest expegiated to the amount payable to
Investment Adviser in the accompanying consolid&@dnce sheet and statement of operations.

In accordance with the Advisory Agremt, we bear all costs and expenses of the operatithe Company and reimburse the
Investment Adviser for all such costs and expeirsrsred in the operation of the Company. For tharyended December 31, 2005, the
Investment Adviser incurred such expenses tot#iRw3,377. Accordingly, the Company has recordedtdlity at December 31, 2005 to the
Investment Adviser for the portion of such amounttyet reimbursed. As of December 31, 2005, $98ywa$6 payable to the Investment
adviser and such payable is included in accountatga and accrued expenses in the accompanyinglatated balance sheet. For the period
from June 23, 2004 (inception) through DecembeBD4 the Investment Adviser incurred such
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expenses totaling $242,205, of which $232,632edl# offering costs paid on behalf of the Complayyhe Investment Adviser.
Accordingly, the Company has recorded a liabilitypacember 31, 2004 to the Investment AdviserHiergortion of such amount not yet
reimbursed. As of December 31, 2004, $14,398 wgalpa to the Investment Adviser and such payahlcisded in accounts payable in the
accompanying consolidated balance sheet.

As of December 31, 2005, Ares Managainof which the Investment Adviser is a wholly+md subsidiary, owned 666,667 shares
of the Company's common stock representing apprateiyn 1.8% of the total shares outstanding.

See Note 3 for a description of ottedated party transactions.
11. STOCKHOLDERS' EQUITY

On March 23, 2005, we completed dipwald-on offering (the "Adan Offering") of 12,075,000 shares of common stfickluding
the underwriters' overallotment of 1,575,000 shHaa&$16.00 per share, less an underwriting discand commissions totaling $0.72 per
share. Total proceeds received from the Add-onrffie net of the underwriters' discount and offgraosts, were $183.9 million.

On October 18, 2005, we completedlalip add-on offering (the "October Add-on Offeripgf 14,500,000 shares of common stock
at $15.46 per share, less an underwriting discandtcommissions totaling $0.6957 per share. Tatalgeds received from the October Add-
on Offering, net of the underwriters' discount affeéiring costs, were approximately $213.5 million.

12. DIVIDEND

For the three months ended Decembg2@05, the Company declared a dividend on Decefthe2005 of $0.34 per share for a t
of $12,889,224. The record date was December ZIF 20d the dividend was distributed on Januar2@@6. For the three months ended
September 30, 2005, the Company declared a dividergkptember 6, 2005 of $0.34 per share for &db%v,940,174. The record date was
September 16, 2005 and the dividend was distribome8eptember 30, 2005. For the three months ehdw®el 30, 2005, the Company decl:

a dividend on June 20, 2005 of $0.32 per shara fotal of $7,413,951. The record date was Jun@@T5 and the dividend was distributed
on July 15, 2005. For the three months ended Matcl2005, the Company declared a dividend on Fep2@ 2005 of $0.30 per share for a
total of $3,320,524. The record date was Marct0®52and the dividend was distributed on April 1802.
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13. FINANCIAL HIGHLIGHTS

The following is a schedule of finaidighlights for the year ended December 31, 28@% for the period from June 23, 2004
(inception) through December 31, 2004:

For the period from

For the year June 23, 2004
ended (inception) through
December 31, 2005 December 31, 2004

Per Share Dat:
Net asset value, beginning of period $ 14.4: % 15.0C
Issuance of common sto 0.3¢ (0.7¢)
Effect of antidilution (0.16) —
Underwriting costs (reimbursed to)/paid by the ktweent Adviser (see Na
10)(2) (0.11) 0.2z
Net investment income for period( 1.1t 0.2t
Net realized and unrealized gains for periot 0.65 0.04
Net increase in stockholders' eqt 1.9C (0.27)
Distributions from net investment incor (1.15 (0.25)
Distributions in excess of net investment incc — (0.01
Distributions from net realized capital gains onwséies (0.15) (0.02)
Total distributions to stockholders before retufcapital (2.30 (0.29)
Tax return of capite — (0.02)
Total distributions (2.30 (0.30
Net asset value at end of period $ 15.0: $ 14.4:

I I
Per share market value at end of pe $ 16.07 $ 19.4:
Total return based on market value (10.60% 31.5%%
Total return based on net asset valu 12.04% (1.80%
Shares outstanding at end of pet 37,909,48 11,066,76
Ratio/Supplemental Dat
Net assets at end of peri $ 569,612,19 $ 159,708,30
Ratio of operating expenses to average net asy 4.11% 5.2%
Ratio of net investment income to average net s 7.5€% 8.54%
Portfolio turnover rate(t 34% 215%

(1) The net assets used equals the total stockhoktpriy on the consolidated balance sheets.
(2)  Weighted average basic per share data.

) For the year ended December 31, 2005, the towairéiased on market value equals the decrease efting market value at
December 31, 2005 of $16.07 per share over thengmdarket value at December 31, 2004 of $19.43 hle declared dividend of
$0.30 per share for holders of record on March0D52 the declared dividend of $0.32 per share ddddrs of record on June 30, 20
the declared dividend of $0.34 per share for haldérecord on September 16, 2005 and the decthvetend of $0.34 per share for
holders of record on December 22, 2005, dividetheymarket value at December 31, 2004. For thegdérom June 23, 2004
(inception) through
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December 31, 2004, the total return based on magteé equals the increase of the ending markeevatl December 31, 2004 of
$19.43 per share over the offering price of $15gbare, plus the declared dividend of $0.30 peresfiacludes return of capital of
$0.01 per share) for holders of record on Decer@6eR004, divided by the offering price. Total retbbased on market value is not
annualized.

4) For the year ended December 31, 2005, the totairéiased on net asset value equals the chang¢ &sset value during the period
plus the declared dividend of $0.30 per share étdédrs of record on March 7, 2005, the declaredldivd of $0.32 per share for
holders of record on June 30, 2005, the declanadethid of $0.34 per share for holders of recordeptember 16, 2005 and the
declared dividend of $0.34 per share for holdengobrd on December 22, 2005, divided by the bég@gnet asset value during the
period. The calculation was adjusted for sharageid$n connection with dividend reinvestment plwe, issuances of common stock in
connection with the Add-on Offering and October AaldOffering, and the reimbursement of underwritbogts paid by the
Investment Adviser. For the period from June 28®4£(nception) through December 31, 2004 the t@alrn based on net asset value
equals the change in net asset value during thedpelus the declared dividend of $0.30 per shmeldes return of capital of $0.01
per share) for holders of record on December 264 20ivided by the beginning net asset value duttiegperiod. Total return based
net asset value is not annualized.

(5)  The ratios reflect an annualized amount.
14. IMPACT OF NEW ACCOUNTING STANDARDS

In December 2004, the Financial Actg Standards Board issued Statement of FinaAciebunting Standards ("SFAS") 123R,
"Share Based Payment, " which requires companie=sctignize in the statement of operations the gtatd fair value of stock options and
other equity based compensation issued to emplogeesS 123R is effective for annual periods begigrafter June 15, 2005. As the
Company does not have any options or equity basegbensation plans, there is no expected impact fnenadoption of SFAS 123R.
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15. SELECTED QUARTERLY DATA (Unaudited)

2005 2004
Q4 Q3 Q2 Q1 Q4(1)

Total Investment Incom $ 14,890,28 $ 11,607,98 $ 9,601,61! $ 5,750,59; $ 4,380,84:

Net investment income before r

realized and unrealized gain on

investments and incentive

compensatiol $ 11,071,08 $ 8,887,63 $ 7,567,05. $ 3,800,11. $ 3,009,74

Incentive compensatic $ (510,479 $ 2,643,35. $ 1,79891 $ 270,28: $ 95,47

Net investment income before r

realized and unrealized gain on

investment: $ 11,581,55 $ 6,244,27. $ 5,768,13- $ 3,529,820 $ 2,914,27!

Net realized and unrealized gain

investments $ 4,281,46! $ 3,637,61 $ 1,834,12, $ 4,974,077 $ 475,39:

Net increase in stockholders' eqt

resulting from operatior $ 15,863,02 $ 9,881,890 $ 7,602,251 $ 8,503,900 $ 3,389,67.

Basic and diluted earnings per

common shar $ 04t % 04z $ 03z % 0.6¢ $ 0.34

Net asset value per share as of the

of the quarte $ 15.0: $ 15.0¢ $ 1497 $ 14.9¢ $ 14.4:

(1) The Company was initially funded on June 23, 2008efption) but had no significant operations uthtéd fourth quarter of 2004. The
sole activity for the second and third quarter@@4 was the incurrence of $199,183 in organizatierpenses.

16. SUBSEQUENT EVENTS

In January 2006, the Company entareda new lease agreement to rent new officeifedl(the "New Office Space") directly from
a third party. The lease begins on July 26, 20@bexpires on February 27, 2011. In addition, weehevtered into a sublease with Ares
Management whereby Ares Management will subleapeoapnately 25% of the New Office Space for a fixedt equal to 25% of the basic
annual rent payable by us under the new lease cpltigin additional costs and expenses.

In connection with our IPO, our Intraent Adviser paid to the underwriters, on our lhielaa additional sales load with respect to
offering of our shares in the aggregate amoun®¢f#5,000. In February 2006 we repaid this amaagrether with accrued interest.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS

Investments at fair value (amortized cost of $788,027 and $581,351,865,
respectively’

Non-control/Nor-affiliate investment:

Affiliate investments

Total investments at fair valt
Cash and cash equivalel
Receivable for open trad
Interest receivabl
Other asset

Total asset

LIABILITIES

Credit facilities payabl

Reimbursed underwriting costs payable to the Imaest Advisel
Dividend payable

Payable for open trad:

Accounts payable and accrued expel

Management and incentive fees pay:

Interest and facility fees payat

Interest payable to the Investment Advi

Total liabilities

Commitments and contingencies (Note

STOCKHOLDERS' EQUITY

Common stock, par value $.001 per share, 100,00&G:6mon shares authorized,
38,007,148 and 37,909,484 common shares issuedustéinding, respective
Capital in excess of par vali

Accumulated net realized gain on sale of invests

Net unrealized appreciation on investme

Total stockholders' equit

Total liabilities and stockholders' equ

NET ASSETS PER SHARE
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As of
March 31, 2006 December 31, 2005
(unaudited)
$ 644,751,61 $ 515,184,99
102,393,53 70,783,38
747,145,14 585,968,37
19,034,28 16,613,33
1,025,67. 1,581,75;
7,958,17 5,828,09i
3,457,27. 3,653,58!
$ 778,62055 $ 613,645,14

$ 185,200,00 $ 18,000,00
— 2,475,001

13,682,57 12,889,22

— 5,500,00!

1,654,64. 1,222,67

5,466,54. 3,478,03

1,241,46. 313,93(

— 154,07¢

207,245,21 44,032,94

38,00¢ 37,91(
560,795,13 559,192,55

4,385,07: 5,765,22!

6,157,12. 4,616,511

571,375,33 569,612,19

$ 778,620,55 $ 613,645,14
I I
$ 15.0: $ 15.0¢




Company(1)

Industry

ARES CAPITAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED SCHEDULE OF INVESTMENTS
As of December 31, 2005

Investment

Interest(10)

Initial
Acquisition
Date

Amortized
Cost

Fair
Value

Percentagt
Fair Value of
Per Unit Net Assets

Healthcare—Services

American Renal
Associates, Inc.

Capella Healthcare, In

PHNS, Inc.

Triad Laboratory
Alliance, LLC

Containers—
Packaging

Captive Plastics, Inc.

Industrial Container

Services, LLC (7)

York Label Holdings,

Inc.

Services—Other

Diversified Collection

Services, Inc.

Dialysis provider

Acute care hospital
operator

Information
technology and
business process
outsourcing

Laboratory services

Plastics container
manufacturer

Industrial container
manufacturer,
reconditioner and
servicer

Consumer product
labels manufacturer

Collections services

Senior secured
loan ($3,426,230
par due 12/201C
Senior secured
loan ($180,328
par due 12/2010)
Senior secured
loan ($5,886,885
par due 12/2011)
Senior secured
loan ($14,754 pa
due 12/2011)
Senior secured
loan ($7,213,115
par due 12/2011)

Junior secured
loan ($29,000,00
par due 11/2012

Senior
subordinated loal
($16,000,000 par
due 11/2011)

Senior
subordinated loal
($9,714,888 par
due 12/2012
Senior secured
loan ($3,000,000
par due 12/2011

Junior secured
loan ($16,000,00
par due 2/2012)

Senior secured
loan ($26,728,66
par due 9/2011)

Senior secured
loan ($4,643,479
par due 9/2011)
Senior secured
revolving loan
($1,160,870 par
due 9/2011)
Senior secured
revolving loan
($541,739 par du
9/2011)
Common stock
(1,800,000 share

Senior
subordinated loal
($10,368,791 par
due 2/2010)
Preferred stock
(650 shares)
Warrants to
purchase 156,00
shares

Senior secured
loan ($6,300,000
par due 2/2011
Senior secured
loan ($8,500,000

8.68% (Libor+ 4.00%/Q)

8.50% (Libor+ 4.00%/Q)

9.18% (Libor + 4.50%/Q)

9.00% (Libor+ 4.50%/Q)

11.68% (Libor + 7.00%/Q)

10.45% (Libor + 6.00%/Q)

13.50% cash, 2.5% PIK

12.00% cash, 1.75% PIK

7.78% (Libor + 3.25%/Q)

11.62% (Libor + 7.25%/M)

11.00% (Libor + 6.50%/Q)

8.88% (Libor + 4.50%/M)

10.25% (Base Rate + 3.00%;

10.25% (Base Rate + 3.00%;

10.00% cash, 4.00% PIK

10.00%

8.38% (Libor + 4.00%/M)

10.00% (Libor + 6.00%/Q)

12/14/0t

12/14/0¢

12/14/0¢

12/14/0%

12/14/0¢

12/1/0¢

10/29/0«

12/21/0¢

12/21/0¢

12/19/0¢

9/30/0¢

9/30/0¢

9/30/0¢

9/30/0¢

9/29/0¢

11/3/0¢

11/3/0¢

11/3/0¢

2/2/0¢t

2/2/0¢t

3,426,23(

180,32¢

5,886,88!

14,754

7,213,11!

29,000,00

15,785,66

9,714,88:i

3,000,001

3,426,23(

180,32¢

5,886,88!

14,75¢

7,213,11!

29,000,00

16,000,00

9,714,88:i

3,000,001

74,221,86

74,436,20

16,000,00

26,728,66

4,643,47!

1,160,871

541,73¢

1,800,001

10,362,90

3,742,44!

5,320,40!

16,000,00

26,728,66

4,643,47!

1,160,871

541,73¢

1,800,001

10,368,79

3,742,44!

5,320,40i

70,300,50

70,306,39

6,300,001

8,500,00(

6,300,001

8,500,00(

$
$

$

$

1.0C

1.0C

1.0C

1.0C

1.0C

1.0C

1.0¢(3)

1.00(3)

1.0C

13.02%

1.0C

1.0C

1.0C

1.0C

1.0C

1.0C(4)

1.00(2)
(3)

5,757.613)

34.11(4)

12.3(%

1.00(2)

1.00(2)



par due 8/2011)
Preferred stock 2/2/0¢ 295,27( 295,27( $ 2.5¢(4)
(114,004 shares)
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Event Rentals, Inc.

GCA Services, Inc.

Miller Heiman, Inc.

Environmental
Services
Mactec, Inc.

United Site Services,
Inc.

Wastequip, Inc.

WCA Waste Systems,
Inc.

Restaurants
CICQ, LP

Manufacturing
Arrow Group
Industries, Inc.

Qualitor, Inc.

Reflexite Corporation

Party rental services Senior secured

Custodial services

Sales consulting
services

Engineering and
environmental

Portable restroom ar

site services

Waste management

equipment
manufacture

Waste management

services

Restaurant franchisa
owner and operator

Residential and
outdoor shed
manufacturer

Automotive
aftermarket

components supplie

Developer and

loan ($2,676,136
par due 11/2011)
Senior secured
loan ($2,897,727
par due 11/2011)
Senior secured
loan ($170,455
par due 11/2011)
Senior secured
loan ($8,011,363
par due 11/2011)

Senior
subordinated loar
($32,743,750 par
due 1/2010

Senior secured
loan ($4,521,687
par due 6/2010)
Senior secured
loan ($4,058,379
par due 6/2012

Common stock
(186 shares)
consulting
services

Senior secured
loan ($5,061,957
par due 8/2011)
Senior secured
loan ($3,043,478
par due 8/2011)
Senior secured
loan ($1,869,565
par due 8/2011)
Junior secured
loan ($13,461,53
par due 6/2010)
Common stock
(216,795 shares

Junior secured
loan ($15,000,00!
par due 7/2012

Junior secured
loan ($25,000,00!
par due 10/2011)

Limited
partnership
interest (26.5%
interest)

Senior secured
loan ($6,000,000
par due 4/2010)
Senior secured
loan ($6,000,000
par due 10/2010)

Senior secured
loan ($827,059
par due 12/2011
Senior secured
loan ($1,152,941
par due 12/2011)
Junior secured
loan ($5,000,000
par due 6/2012)

Senior

9.91% (Libor+ 5.25%/S)

9.92% (Libor + 5.25%Q)

11.50% (Base Rate + 4.25%;

9.91% (Libor + 5.25%/S)

12.00% cash, 3.00% PIK

8.14% (Libor + 3.75%/M)

8.78% (Libor + 4.25%/Q)

7.37% (Libor + 3.00%/M)

7.41% (Libor + 3.00%/Q)

7.28% (Libor + 3.00%/Q)

12.44% (Libor + 8.00%/Q)

10.53% (Libor + 6.00%/Q)

10.53% (Libor + 6.00%/Q)

9.53% (Libor + 5.00%/Q)

14.03% (Libor + 9.50%/Q)

8.27% (Libor + 4.00%/Q)

8.53% (Libor + 4.00%/Q)

11.53% (Libor + 7.00%/Q)

11.00% cash, 3.00% PIK

11/17/0%

11/17/0¢

11/17/0%

11/17/0¢

7/25/0¢

6/20/0¢

6/20/0¢t

11/3/0¢

9/14/0¢

9/14/0¢t

9/14/0¢

12/1/0¢

10/8/0+

8/4/0¢

4/25/0¢

8/15/0¢

3/28/0¢t

3/28/0¢

12/29/0«

12/29/0¢

12/29/0«

12/30/0¢

2,676,13! 2,676,13!
2,897,72 2,897,72
170,45} 170,45}
8,011,36: 8,011,36:
32,743,75 32,743,75
4,521,68 4,521,68
4,058,37! 4,058,37!
70,174,76 70,174,76
5,061,95 5,061,95
3,043,47: 3,043,47:
1,869,56! 1,869,56!
13,419,06 13,461,53
1,353,85. 1,353,85.
15,000,00 15,000,00
25,000,00 25,000,00
64,747,91 64,790,38
53,000,00 62,284,54
53,000,00 62,284,54
6,040,15: 6,000,00t
6,000,001 6,000,001
827,05¢ 827,05¢
1,152,94 1,152,94
5,000,00t 5,000,00t
10,304,32 10,304,322

1.0C

1.0C

1.0C

1.0C

1.00(3)

1.00(2)

1.00(2)

0.0C(4)

1.0C

1.0C

1.0C

1.00(2)

6.24(4)

1.0C

1.00(2)

1.0C

1.0C

L0C,
1.00(2)

1.00(2)

1.00(2)

12.2¢%

11.3%

10.9(%



manufacturer of high subordinated loar 3)
visibility reflective ($10,304,329 par
products due 12/2011)
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Universal Trailer
Corporation(5)

Varel Holdings, Inc.

Consumer Products—

Non-Durable
Making Memories

Wholesale, Inc. (6)

Shoes for Crews, LLC

Tumi Holdings, Inc.

Education

Lakeland Finance, LL(

Consumer Products—

Durable
AWTP, LLC

Berkline/Benchcraft

Holdings LLC

Livestock and
specialty trailer
manufacturer

Drill bit manufacturer

Scrapbooking brande
products manufactur

Safety footwear and

slip-related mats
manufacturer

Branded luggage

designer, marketer

and distributor

Private school
operator

Water treatment
services

Furniture
manufacturer and
distributor

Senior secured
loan ($1,048,960
par due 3/2007)
Senior
subordinated loar
($7,500,000 par
due 9/2008)
Common stock
(50,000 shares)
Warrants to
purchase 22,208
shares

Senior secured
loan ($6,643,750
par due 12/2010)
Senior secured
loan ($2,333,333
par due 12/2010)
Senior secured
loan ($3,333,333
par due 12/2011)
Preferred stock
(30,451 shares
Common stock
(30,451 shares)

Senior secured
loan ($9,143,750
par due 3/2011)
Senior
subordinated loar
($10,000,000 par
due 5/2012)
Preferred stock
(3,500 shares)

Senior secured
loan ($1,478,167
par due 7/2010)
Senior secured
loan ($47,247 pa
due 7/2010)

Senior secured
loan ($2,500,000
par due 12/2012)
Senior secured
loan ($5,000,000
par due 12/2013)
Senior
subordinated loar
($13,008,799 par
due 12/2014

Senior secured
note ($33,000,00
par due 12/2012)

Junior secured
loan ($13,600,00!
par due 12/2012)

Junior secured
loan ($5,000,000
par due 5/2012)
Preferred stock
(2,536 shares)
Warrants to
purchase 483,02(
shares

8.39% (Libor + 4.00%/M)

13.50%

8.58% (Libor + 4.00%/S)

8.47% (Libor + 4.00%/Q)

12.48% (Libor + 8.00%/Q)

8.50% (Libor + 4.00%/Q)

12.00% cash, 2.50% PIK

9.00% (Base Rate +
1.75%/D)

7.78% (Libor + 3.25%/Q)

7.28% (Libor + 2.75%/Q)

7.78% (Libor + 3.25%/Q)

15.53% (Libor + 6.00% cast
5.00% PIK/Q)

11.50%

13.50% (Base Rate + 6.25%;

14.05% (Libor + 10.00%/Q)

10/8/0«

10/8/0«

10/8/0«

10/8/0«

5/18/0¢

5/18/0¢

5/18/0¢

5/18/0¢

5/18/0¢

5/5/0¢t

5/5/0¢%

5/5/0¢t

10/8/0+

10/8/0«

5/24/0¢t

3/14/0¢

3/14/0¢

12/13/0¢

12/21/0¢

11/3/0«

10/8/0«

10/8/0«

1,054,72! 1,054,72!
7,522,76. 7,528,88
6,424,64! 3,113,35.
1,505,771 1,382,821
6,643,75! 6,643,75!
2,333,33 2,333,33
3,333,33 3,333,33
1,046,56! 1,046,56!
3,04t 3,04t
59,192,41 55,724,14
9,143,75! 9,143,75!
10,000,00 10,000,00
3,685,101 3,685,101
1,486,86! 1,486,86!
47,52¢ 47,52¢
2,500,001 2,500,001
5,000,001 5,000,001
13,008,79 13,008,79
44,872,03 44,872,03
33,000,00 33,000,00
33,000,00 33,000,00
13,600,00 13,600,00
5,000,001 4,500,001
1,046,34: 677,64
2,752,55! 1,782,641
22,398,90 20,560,28

1.01

1.0C

62.21(4)

62.21(4)

1.00(2)

1.00(2)

1.00(2)

34.313)

0.1C(4)

9.7%%

1.00(2)

1.00(3)

1,052.8(3)

1.01(2)

1.01(2)

1.00(2)

1.00(2)

1.00(2)
(3)

7.85%

1.0C

5.7€%

1.0C

0.9C(2)

267.2/(4)

3.6¢(4)

3.6(%



Financial
Foxe Basin CLO 2003 Collateralized debt  Preference share 10/8/0¢ 2,743,441 2,743,441 $ 914.44@8)
Ltd. obligation (3,000 shares) 9)
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Hudson Straits CLO
2004, Ltd.

MINCS-Glace Bay,
Ltd.

Printing, Publishing
and Broadcasting
Canon Communicatior
LLC

Aerospace & Defense
ILC Industries, Inc.

Thermal Solutions LLC

Cargo Transport
Kenan Advantage
Group, Inc.

Farming and
Agriculture
The GSI Group, Inc.

Housing—Building
Materials

HB&G Building
Products

Collateralized debt
obligation

Collateralized debt
obligation

Print publications
services

Industrial products
provider

Thermal managemel

and electronics
packaging
manufacturer

Fuel transportation
provider

Agricultural
equipment
manufacturer

Synthetic and wood
product manufacture

Preference share
(5,750 shares)

Secured notes
($9,500,000 par
due 7/2014)

Junior secured
loan ($16,250,00
par due 11/2011)

Junior secured
loan ($6,500,000
par due 8/2012

Senior secured
loan ($5,973,529
par due 3/2011)
Senior
subordinated loal
($3,062,766 par
due 3/2012)
Preferred stock
(29,400 shares
Common stock
(600,000 shares)

Senior
subordinated loal
($8,870,968 par
due 12/2013)
Senior secured
loan ($2,500,000
par due 12/2011)
Preferred stock
(10,984 shares
Common stock
(30,575 shares)

Senior notes
($10,000,000 par
due 5/2013)
Common stock
(7,500 shares

Senior
subordinated loal
($8,439,529 par
due 3/2011)
Common stock
(2,743 shares)
Warrants to
purchase 4,464
shares

7.79% (Libor + 3.60%/Q)

12.03% (Libor + 7.50%/Q)

10.28% (Libor + 5.75%/Q)

9.71% (Libor + 5.25%/Q)
11.50% cash, 2.75% PIK

13.00%

7.50% (Libor + 3.00%/Q)

12.00%

13.00% cash, 4.00% PIK
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10/8/0«

10/8/0«

5/25/0¢

8/30/0¢

3/28/0¢
3/28/0¢

3/28/0¢

3/28/0¢t

12/15/0¢

12/15/0¢

12/15/0¢

12/15/0¢

5/11/0¢

5/12/0¢

10/8/0«

10/8/0+

10/8/0«

5,217,33. 5,143,12.
9,019,81! 9,500,001
16,980,59 17,386,56
16,250,00 16,250,00
16,250,00 16,250,00
6,529,23. 6,500,001
5,973,52! 5,973,52!
3,067,22! 3,062,76!
294,00( 294,00(
6,00C 6,00(
15,869,98 15,836,29
8,870,96:i 8,870,96:
2,500,001 2,500,001
1,098,401 1,098,401
30,57¢ 30,57¢
12,499,94 12,499,94
10,000,00 10,000,00
750,00( 750,00(
10,750,00 10,750,00
8,435,64! 8,439,52!
752,88t 752,88t
652,50: 652,50:
9,841,03f 9,844,92

894.4¢(8)
)

1.00(8)
9)

3.04%

1.0((2)

2.84%

1.0C

1.00(2)
$1.0
(2)
(3)

10.0((4)

0.01(4)

2.71%

1.0C

1.0C

100.0((4)

1.00(4)

2.1<%

1.0C

100.0((4)

1.8&%

1.00(2)
(3)

274.454)

146.17(4)

1.72%




Cable Television

Patriot Media & Cable services Junior secured 9.50% (Libor + 5.00%/Q) 10/6/0¢ 5,000,001 5,000,001 $ 1.0C
Communications CNJ, loan ($5,000,000
LLC par due 10/2013)

5,000,00! 5,000,00! 0.88%
Healthcare—Medical
Products
Aircast, Inc. Manufacturer of Senior secured 7.20% (Libor + 2.75%/Q) 12/2/0¢ 1,251,90; 1,251,90: $ 1.0C(2)
orthopedic braces, loan ($1,251,902
supports and vascul: par due 12/2010)
systems
Junior secured loan  11.45% (Libor + 12/2/0¢ 1,000,00t 1,000,001 $ 1.0C(2)
($1,000,000 par due 7.00%/Q)
6/2011)
2,251,90: 2,251,90: 0.3%%
Total $ 581,351,86 $ 585,968,37
5§ ]
1) We do not "Control" any of our portfolio companies,defined in the Investment Company Act of 194@eneral, under the 1940 Act, we would "Conteortfolio company

@
©)
4)
®)

(6)

@)

®)

©)
(10)

if we owned 25% or more of its voting securitiedl. & our portfolio company investments are subjectegal restriction on sales which as of Decen#ier2005 represented
103% of the Company's net assets.

Pledged as collateral for the credit facility pagagsee Note 7 to the consolidated financial states).

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

Non-income producing at December 31, 2005.

As defined in the 1940 Act, we are an "Affiliate"this portfolio company because we own more th#nds the portfolio company's outstanding votingwsétes. For the year
ended December 31, 2005, for this portfolio compiueye were total purchases of $2,000,000, redemptf $2,919,939 (cost), interest income of $1,137, other income of
$143,667, net realized losses of $4,278 and netalined losses of $3,429,198.

As defined in the 1940 Act, we are an "Affiliate"this portfolio company because we own more th#nds the portfolio company's outstanding votingwsétes. For the year
ended December 31, 2005, for this portfolio compéueye were total purchases of $26,000,000, s4i$3,000,000 (cost), redemptions of $237,500 (cdst@rest income of
$1,514,431, capital structuring services fees &23800 and other income of $2,068.

As defined in the 1940 Act, we are an "Affiliate"this portfolio company because we own more th#nds the portfolio company's outstanding votingwsétes. For the year
ended December 31, 2005, for this portfolio compéueye were total purchases of $54,647,808, talabsof $19,000,000 (cost), redemptions of $706(@69t) interest income
of $943,631, capital structuring services feesg0$8,750 and other income of $44,426.

Non-U.S. company or principal place of businessidetthe U.S.

Non-registered investment company.

A majority of the variable rate loans to our polifiaccompanies bear interest at a rate that mayelerchined by reference to either Libor or an alézrBase Rate (commonly

based on the Federal Funds Rate or the Prime Ratie borrower's option, which reset semi-angu@), quarterly (Q), monthly (M) or daily (D). Feach such loan, we have
provided the current interest rate in effect at@wsber 31, 2005.
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ARES CAPITAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS

INVESTMENT INCOME:
From nor-control/nor-affiliate investments
Interest from investmen
Interest from cash & cash equivale
Capital structuring service fe
Other income

Total investment income from n-control/nor-affiliate investment:
From affiliate investment:
Interest from investmen
Capital structuring service fe
Other income

Total investment income from affiliate investme
Total investment incom

EXPENSES
Base management fe
Incentive management fe
Administrative
Professional fee
Directors fee:
Insurance
Interest and credit facility fee
Interest payable to the Investment Advi
Amortization of debt issuance co:
Other

Total expense
NET INVESTMENT INCOME BEFORE INCOME TAXE!
Income tax expense, including excise
NET INVESTMENT INCOME
REALIZED AND UNREALIZED GAIN ON INVESTMENTS:
Net realized gains (losse:
Net realized gains from n-control/not-affiliate investment transactiol

Net realized gains (losses) from affiliate investtnteansaction

Net realized gains from investment transacti
Net unrealized gains (losse
Investment transactions from r-control/nor-affiliate investment:
Investment transactions from affiliate investme
Net unrealized gains from investment transact
Net realized and unrealized gain on investm

NET INCREASE IN STOCKHOLDERS' EQUITY RESULTING FROMPERATIONS

BASIC AND DILUTED EARNINGS PER COMMON SHARE (see o4)

For the three
months ended
March 31, 2006

For the three
months ended
March 31, 2005

(unaudited) (unaudited)
$ 15,051,13 $ 4,920,65!
231,22¢ 30,35¢
1,746,20! 303,75(
42,54 59,39¢
17,071,11 5,314,15
2,476,93. 310,59:
583,81( —
59,45 125,84
3,120,19! 436,43!
20,191,30 5,750,59:
2,543,65! 814,71
2,922,88 270,28
177,53 233,27
471,45: 164,99:
63,25( 72,16
188,10: 142,811
1,322,31 375,29(
25,87¢ 51,72¢
407,31( 65,69(
168,50¢ 29,81¢
8,290,891 2,220,76:
11,900,41 3,529,82!
208,88 —
11,691,53 3,529,82!
563,60 409,18(
47,28: (150)
610,88t 409,03(
3,985,53! 4,566,23
(2,444,91) (1,189
1,540,61. 4,565,04
2,151,49i 4,974,07
I I
$ 13,843,03 $ 8,503,90!
;. |
$ 03¢ $ 0.6¢



WEIGHTED AVERAGE SHARES OF COMMON STOCK OUTSTANDIN(See Note 4 37,988,70 12,275,45
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Balance at December 31, 20(
Shares issued in connecti
with dividend reinvestmen
plan
Net increase il
stockholders' equity
resulting from operations
Dividend declared ($0.36
per share

Balance at March 31, 2006

ARES CAPITAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
For the Three Months Ended March 31, 2006 (unaudite)

Distributions

Common Stock Less Than (in Accumulated

Capital in Excess of) Net Net Realized Net Unrealized Total
Excess of Investment Gain on Sale Appreciation on Stockholders'

Shares Amount Par Value Income of Investments Investments Equity
37,909,48 $ 37,91C $ 559,192,55 $ — $ 5,765,22! $ 4,616,511 $ 569,612,19
97,66« 98 1,602,58 — — — 1,602,67
— — — 11,691,53 610,88t 1,540,61: 13,843,03
— — — (11,691,53) (1,991,03)) — (13,682,57)
38,007,14 $ 38,00¢ $ 560,795,13 $ — 3 4,385,07. $ 6,157,12; $ 571,375,33
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ARES CAPITAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
For the Quarter Ended March 31, 2005 (unaudited)

Distributions

Common Stock Less Than (in Accumulated
Capital in Excess of) Net Net Realized Net Unrealized Total
Excess of Investment Gain on Sale Appreciation on Stockholders'
Shares Amount Par Value Income of Investments Investments Equity
Balance at December 31, 20( 11,066,76 $ 11,067 $ 159,602,70 $ (136,41) $ — £ 230,94 $ 159,708,30

Shares issued in connecti

with dividend reinvestmen

plan 1,647 2 31,99¢ — — — 31,99¢
Issuance of common stoc

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 (s

Note 9) — — (2,475,00) — — — (2,475,001
Net increase il

stockholders' equity

resulting from operatior — — — 3,529,82! 409,03( 4,565,04 8,503,901

Dividend declared ($0.30

per share) — — — (2,911,49,) (409,030() — (3,320,52)
Balance at March 31, 20( 23,143,41 $ 23,14¢ $ 341,019,04 $ 481,92( $ — $ 4,795,99: $ 346,320,10
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ARES CAPITAL CORPORATION AND SUBSIDIARIES

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 stockholders' equity resulting frgmerations

Adjustments to reconcile net increase in stockhsldesguity resulting from

operations
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 Advi

Net cash used in operating activit
FINANCING ACTIVITIES:
Net proceeds from issuance of common s
Borrowings on credit facility payab
Repayments on credit facility payat
Underwriting costs payable to the Investment Adv
Dividends paid in cas
Net cash provided by financing activiti
CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI

CASH AND CASH EQUIVALENTS, END OF PERIOI

Supplemental Informatior
Interest paid during the peri
Dividends declared during the peri

308,03t
13,682,57

(unaudited) (unaudited)

13,843,03 $ 8,503,901
(610,88¢) (409,03()
(1,540,61) (4,565,04)
(11,229 1,34¢
(945,45)) (688,83
407,31( 65,69(
37,898,21 15,824,78
(200,910,72) (50,972,68)
(2,130,07) (761,439
(210,999 104,96¢
431,96 (527,429
1,988,50! 810,33¢
927,53: 279,11
(154,079 51,72t
(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

$ 60,53
$ 3,320,52




ARES CAPITAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of March 31, 2006 (unaudited)
1. ORGANIZATION

Ares Capital Corporation (the "Compaor "ARCC" or "we") is a closed-end, non-diveisd management investment company
incorporated in Maryland that is regulated as artess development company under the Investment @oynfct of 1940 ("1940 Act"). We
were incorporated on April 16, 2004 and were iflitifunded on June 23, 2004. On October 8, 2004¢c@rapleted our initial public offering
(the "IPO"). On the same date, we commenced suiEtarvestment operations.

The Company has qualified and hastetkto be treated for tax purposes as a reguilatedtment company, or RIC, under the
Internal Revenue Code of 1986, as amended. The @uyrgxpects to continue to qualify and to eledigdreated for tax purposes as a RIC.
Our investment objectives are to generate botreatiincome and capital appreciation through debteajuity investments. We invest
primarily in first and second lien senior loans aneizzanine debt, which in some cases may includsyaity component, and, to a lesser
extent, in equity investments in private middle ketrcompanies.

We are externally managed by Aresit@hplanagement LLC (the "Investment Adviser"),&filiate of Ares Management LLC
("Ares Management"), an independent Los Angelesdbéism that manages investment funds. Ares Teeath#idministration LLC ("Ares
Administration"), an affiliate of Ares Managemeptpvides the administrative services necessarysdo operate.

Interim financial statements are jareg in accordance with generally accepted acaogiptinciples ("GAAP") for interim financial
information and pursuant to the requirements fppréng on Form 10-Q and Article 10 of RegulatioixXSAccordingly, certain disclosures
accompanying financial statements prepared in decae with GAAP are omitted. In the opinion of mgeraent, all adjustments, consisting
solely of normal recurring accruals, considerecessary for the fair presentation of financial staats for the interim period, have been
included. The current period's results of operatiofl not necessarily be indicative of resultstthiimately may be achieved for the fiscal
year ending December 31, 20!

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying consolidated finalhstiatements have been prepared on the accrualdfaccounting in conformity with
accounting principles generally accepted in thetd¢hStates, and include the accounts of the Comaadyts wholly owned subsidiaries. The
consolidated financial statements reflect all atijgmts and reclassifications which, in the opirddbmanagement, are necessary for the fair
presentation of the results of the operations arah€ial condition for the periods presented. Adh#icant intercompany balances and
transactions have been eliminated.

Cash and Cash Equivalents

Cash and cash equivalents includetg¢bom, liquid investments in a money market fuBdsh and cash equivalents are carried at
cost which approximates fair value.
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Concentration of Credit Risk

The Company places its cash and egalvalents with financial institutions and, at¢isp cash held in money market accounts may
exceed the Federal Deposit Insurance Corporatsuréa limit.

I nvestments

Investment transactions are recoatethe trade date. Realized gains or losses arpwteah using the specific identification method.
We carry our investments at fair value, as deteechioy our board of directors. Investments for whitdrket quotations are readily available
are valued at such market quotations. Debt andyegecurities that are not publicly traded or whsgket price is not readily available are
valued at fair value as determined in good faitlobyboard of directors based on the input of auestment adviser and audit committee i
where appropriate, an independent valuation firhe flypes of factors that we may take into accauffair value pricing of our investments
include, as relevant, the nature and realizableevaf any collateral, the portfolio company's apito make payments and its earnings and
discounted cash flow, the markets in which thefpbot company does business, comparison to pubtrelged securities and other relevant
factors.

When an external event such as ahasectransaction, public offering or subsequenitygale occurs, we use the pricing indicated
by the external event to corroborate our privatgitgyaluation. Because there is not a readily laldéeé market value for most of the
investments in our portfolio, we value substanyiall of our portfolio investments at fair value@etermined in good faith by our board under
a valuation policy and a consistently applied viiraprocess. Due to the inherent uncertainty ¢éheining the fair value of investments t
do not have a readily available market value, #ievalue of our investments may differ signifidgrftom the values that would have been
used had a ready market existed for such investmant the differences could be material.

With respect to investments for whichrket quotations are not readily available, aarl of directors undertakes a multi-step
valuation process each quarter, as described below:

. Our quarterly valuation process begins with eaatfglad company or investment being initially vatliey the investment
professionals responsible for the portfolio invesitin

. Preliminary valuation conclusions are then documeind discussed with our senior management.

. The audit committee of our board of directors rexsi¢hese preliminary valuations. Where appropride committee may
utilize an independent valuation firm selected oy board of directors.

. The board of directors discusses valuations aretiates the fair value of each investment in outfplio in good faith based
on the input of our investment adviser and auditimittee and, where appropriate, an independenttiatufirm.
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I nterest Income Recognition

Interest income, adjusted for amattan of premium and accretion of discount, is rded on an accrual basis to the extent that suct
amounts are expected to be collected. The Compgapg accruing interest on its investments whes degtermined that interest is no longer
collectible. If any cash is received after it isatenined that interest is no longer collectible, wil treat the cash as payment on the principal
balance until the entire principal balance has vepnid, before any interest income is recognibéscounts and premiums on securities
purchased are accreted/amortized over the lifaeféspective security using the effective yieldirod. The amortized cost of investments
represents the original cost adjusted for the diccref discounts and amortizations of premium onds.

Payment in Kind | nterest

The Company has loans in its porftiiat contain a payment-in-kind ("PIK") provisiorhe PIK interest, computed at the
contractual rate specified in each loan agreeneatijded to the principal balance of the loan atdnded as interest income. To maintain the
Company's status as a RIC, this non-cash sourcea@ie must be paid out to stockholders in the fofmividends, even though the
Company has not yet collected the cash. For tleethtonths ended March 31, 2006, $945,454 in Pl&ntecwas recorded. For the three
months ended March 31, 2005, $688,839 in PIK incamag recorded.

Capital Structuring Service Fees

The Company's Investment Adviser sdelprovide assistance to the portfolio compaime®nnection with the Company's
investments and in return the Company may receige for capital structuring services. These feesiarmally paid at the closing of the
investments, are generally non-recurring and aregrized as revenue when earned upon closing ofiviestment. The services that the
Company's Investment Adviser provides vary by itwent, but generally consist of reviewing existangdit facilities, arranging bank
financing, arranging equity financing, structuriivgancing from multiple lenders, structuring finamg from equity investors, restructuring
existing loans, raising equity and debt capitati providing general financial advice, which con@adipon closing of the loan. The
Company's Investment Adviser may also take a se#te@board of directors of a portfolio companypbserve the meetings of the board of
directors without taking a formal seat. Any sergicd the above nature subsequent to the closingdwgmnerally generate a separate fee
payable to the Company. In certain instances wiiher€ompany is invited to participate as a co-lemda transaction and in the event that
the Company does not provide significant servioesoinnection with the investment, a portion of Iéees paid to the Company in such
situations may be deferred and amortized over stimated life of the loan.
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Foreign Currency Trandation

The Company's books and records aiatained in U.S. dollars. Any foreign currency amts are translated into U.S. dollars on
following basis:

@ Market value of investment securities, other assetkliabilities—at the exchange rates prevailintha end of the day.

2 Purchases and sales of investment securities, meomd expenses—at the rates of exchange prevaititige respective dates
of such transactions.

Although the net assets and thevialues are presented at the foreign exchangeatths end of the day, the Company does not
isolate the portion of the results of the operatigsulting from changes in foreign exchange rateimvestments from the fluctuations arising
from changes in fair value of investments. Suchtflations are included with the net realized ane@alized gains or losses from investments.
Foreign security and currency translations may lwevgertain considerations and risks not typicakbgociated with investing in U.S.
companies and U.S. Government securities. Thelsgirislude but are not limited to revaluation ofremcies and future adverse political and
economic developments which could cause investmerkgeir markets to be less liquid and prices manlatile than those of comparable
U.S. companies.

Offering Expenses

The Company's offering costs weregbd against the proceeds from the AddOffering (as defined in Note 10) when receiveat
the three months ended March 31, 2005, the Comipanyred approximately $635,000 of such costs.

Debt | ssuance Costs

Debt issuance costs are being aneattizver the life of the related credit facility ngithe straight line method which approximates
the interest method.

Federal Income Taxes

The Company has qualified and eleatediintends to continue to qualify for the tavatreent applicable to regulated investment
companies under Subchapter M of the Internal Rev&ude of 1986 (the "Code"), as amended, and, amwiteg things, has made and
intends to continue to make the requisite distidng to its stockholders which will relieve the Guemy from Federal income taxes. In order
to qualify as a RIC, among other factors, the Camypa required to timely distribute to its stockthets at least 90% of investment company
taxable income, as defined by the Code, for eaah. ye

Depending on the level of taxableoime earned in a tax year, we may choose to canyafd taxable income 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 Compa
determines that its estimated current year anmaxabie 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&dhree months ended March 31,
2006, a provision of approximately $99,000
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was recorded for Federal excise tax. As of March2BD6, the entire amount was unpaid and includedtcounts payable on the
accompanying consolidated balance sheet.

Our wholly owned subsidiaries ARCOramtes Corporation ("ACC") and ARCC Cervantes L{’&CLLC") are subject to Federal
and state income taxes. For the three months evideth 31, 2006, we recorded a tax provision of epipnately $110,000 for these
subsidiaries.

Dividends

Dividends and distributions to comnstockholders are recorded on the record dateamwmint to be paid out as a dividend is
determined by the board of directors each quarérsgenerally based upon the earnings estimatadadmagement. Net realized capital
gains, if any, are generally distributed at leastually, although we may decide to retain suchtehpains for investment.

We have adopted a dividend reinvestrp&an that provides for reinvestment of our digttions on behalf of our stockholders, unl
a stockholder elects to receive cash. As a rasolty board of directors authorizes, and we deglarcash dividend, then our stockholders
have not "opted out" of our dividend reinvestmdanpwill have their cash dividends automaticallynvested in additional shares of our
common stock, rather than receiving the cash dindde

Use of Estimatesin the Preparation of Financial Statements

The preparation of financial statetsén conformity with accounting principles gendyalccepted in the United States requires
management to make estimates and assumptiondfezitthe reported amounts of actual and contingssets and liabilities at the date of
financial statements and the reported amountsoofire or loss and expenses during the reportingghetictual results could differ from
those estimates. Significant estimates includevétheation of investments.

Fair Value of Financial | nstruments

The carrying value of the Companiiairicial instruments approximate fair value. Theyiag value of interest and open trade
receivables, accounts payable and accrued expasse®ll as the credit facility payable approxintfaie value due to their short maturity.

3. AGREEMENTS

The Company has entered into an tnvest advisory agreement (the "Advisory Agreemewith the Investment Adviser under
which the Investment Adviser, subject to the ovesapervision of our board of directors, providegastment advisory services to ARCC.
providing these services, the Investment Adviseeikes a fee from us, consisting of two componertdase management fee and an
incentive fee. The base management fee is calcuddatan annual rate of 1.5% of our total assetsefdhan cash or cash equivalents but
including assets purchased with borrowed funds) seovices rendered under the Advisory Agreemerihduhe period commencing from
October 8, 2004 through and including Decembe2804, the base management fee is payable monthlyears. For services rendered
under the Advisory Agreement after that time, thedbmanagement fee is payable quarterly in arréhesbase management fee is calculated
based on the average value of our total

F-52




assets (other than cash or cash equivalents Hutling assets purchased with borrowed funds) agttaeof the two most recently completed
calendar quarters.

The incentive fee has two parts. @art is calculated and payable quarterly in arrbasgd on our pre-incentive fee net investment
income. Pre-incentive fee net investment incomemaéaterest income, dividend income and any othesrne (including any other fees such
as commitment, origination, structuring, diligerss®l consulting fees or other fees that we receom portfolio companies but excluding fi
for providing managerial assistance) accrued dutiegcalendar quarter, minus operating expensabdoguarter (including the base
management fee, any expenses payable under theisttation agreement, and any interest expensdiaitends paid on any outstanding
preferred stock, but excluding the incentive f&g-incentive fee net investment income includeshé case of investments with a deferred
interest feature such as market discount, debuimgnts with payment-in-kind interest, preferraztktwith payment-in-kind dividends and
zero coupon securities, accrued income that we havget received in cash. The Investment Adviserat under any obligation to reimburse
us for any part of the incentive fee it receivedttivas based on accrued income that we never eztawa result of a default by an entity on
the obligation that resulted in the accrual of sinciome.

Pre-incentive fee net investment imealoes not include any realized capital gaindizezhcapital losses or unrealized capital
appreciation or depreciation. Pre-incentive feeim&tstment income, expressed as a rate of retuthevalue of our net assets at the end of
the immediately preceding calendar quarter, is @megbto a fixed "hurdle rate" of 2.00% per quarter.

We pay the Investment Adviser an itz fee with respect to our pre-incentive feeineestment income in each calendar quarter
as follows:

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

. 100% of our pre-incentive fee net investment incavite respect to that portion of such pre-incenfige net investment
income, if any, that exceeds the hurdle rate blgtsis than 2.50% in any calendar quarter. We tefthis portion of our pre-
incentive fee net investment income (which excebdsurdle rate but is less than 2.50%) as theHeap" provision. The
"catch-up" is meant to provide our Investment Adviwith 20% of the pre-incentive fee net investnianbme as if a hurdle
rate did not apply if this net investment incomeeaeds 2.50% in any calendar quarter; and

. 20% of the amount of our pre-incentive fee net gtrent income, if any, that exceeds 2.50% in afgnciar quarter.
These calculations are adjusted figrshare issuances or repurchases during the guarte

The second part of the incentiveifegetermined and payable in arrears as of theo€adch calendar year (or upon termination of
the Advisory Agreement, as of the termination datejnmencing with the calendar year ending on Déer81, 2004, and equals 20% of
realized capital gains for the calendar year, yf,@momputed net of all realized capital losses amebalized capital depreciation for such year.
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Last year, as part of an industryeyyehe Fort Worth District Office of the Securitiend Exchange Commission (the "District
Office") conducted a limited scope examinationhef Company. As a result of this examination, bietedated September 29, 2005, the
District Office—while noting that the fees we haaleesady paid to our investment adviser do not apfmeaxceed those allowable by law—
raised issues regarding the clarity of the Advisdgyeement and certain aspects of our method cfitation of the capital gains portion of
incentive fee contained in that agreement.

The District Office's letter notedhthhe Chief Accountant's Office of the Divisionloffestment Management has interpreted the
language in Section 205(b)(3)(A) of the Investmidtisers Act of 1940 to generally allow two basietirodologies for calculating the cap
gains portion of the incentive fee. The first, edlthe "period-to-period" method, bases the cagaals fee on realized capital gains net of
realized capital losses over a specified periagl (ene year) reduced by the amount of unrealisgdetiation over the same period. Undel
period-to-period method, the calculation of unrzadi depreciation of each portfolio security over preriod must be based upon the market
value at the end of the period compared to the etar&due at the beginning of the period. The secoaliied the "cumulative” method, bases
the capital gains fee on the cumulative net redlzapital gains less unrealized depreciation dletlate of the calculation, less the amou
fees paid to the adviser to date. Under the cuinelatethod, the calculation of unrealized deprémmadf each portfolio security must be
based upon the market value of each security #eealate of such calculation compared to its adglisbst.

We intended to use the cumulativehmeétto calculate the capital gains portion of teentive fee. However, the District Office
raised issues regarding the clarity of the languageir Advisory Agreement. In response the InvestirAdviser has agreed that in
calculating payments of the capital gains portibthe incentive fee, we would use the calculativat results in the lowest incentive fee
payment to the Investment Adviser until our negtkholder meeting, where we would seek the vouofstockholders to clarify or amend
and restate the Advisory Agreement to make our atett calculation clear. We do not expect thatrésmlution of this inquiry will result in
material adverse effect on us or our stockholders.

We defer cash payment of any incentide otherwise earned by the Investment Advisauiiing the most recent four full calendar
quarter period ending on or prior to the date uayyment is to be made the sum of (a) the aggretistiébutions to the stockholders and (b)
the change in net assets (defined as total agssténidebtedness) is less than 8.0% of our netsaatsine beginning of such period. These
calculations are appropriately pro rated duringfittse three calendar quarters following Octobe2@)4 and are adjusted for any share
issuances or repurchases.

For the three months ended MarcH2806, we incurred $2,543,659 in base managemesit$2¢922,884 in incentive management
fees related to pre-incentive fee net investmertdrime and no incentive management fees relatedliaed capital gains. As of March 31,
2006, $5,466,543 was unpaid and included in manageand incentive fees payable in the accompargéngolidated balance sheet.

For the three months ended MarcH2805, we incurred $814,712 in base management$283,741 in incentive management fees
related to pre-incentive fee net investment incame $32,543 in incentive management fees relategblzed capital gains.
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We also are party to a separate adimiion agreement (the "Administration Agreemgmiith Ares Administration under which
Ares Administration furnishes us with office fatiis, equipment and clerical, bookkeeping and &eeping services at such facilities.
Under the Administration Agreement, Ares Adminititra also performs or oversees the performancaiofequired administrative services,
which include, among other things, being resporditt the financial records which we are requiedhaintain and preparing reports to our
stockholders and reports filed with the SEC. Inithold, Ares Administration assists us in determgnand publishing the net asset value,
oversees the preparation and filing of our taxrresiand the printing and dissemination of repartsur stockholders, and generally oversees
the payment of our expenses and the performanadroiistrative and professional services rendavedstby others. Under the
Administration Agreement, Ares Administration afg@vides on our behalf, managerial assistanceasetiportfolio companies to which we
are required to provide such assistance. The Aditnation Agreement may be terminated by eitherypaithout penalty upon 60-days'
written notice to the other party.

For the three months ended March2806, we incurred $177,537 in administrative féesof March 31, 2006, $177,537 was ung
and included in accounts payable and accrued egpenshe accompanying consolidated balance sheet.

For the three months ended Marc2805, we incurred $233,272 in administrative fees.
4. EARNINGS PER SHARE

The following information sets foitie computation of basic and diluted net increasstackholders' equity per share resulting from
the three months ended March 31, 2006:

Numerator for basic and diluted net increase inldtolders' equity resultin

from operations per shai $ 13,843,03
Denominator for basic and diluted net increasdankdolders' equity

resulting from operations per sha 37,988,70
Basic and diluted net increase in stockholdersitggesulting from

operations per shar $ 0.3€

The following information sets foitie computation of basic and diluted net increasstackholders' equity per share resulting from
the three months ended March 31, 2005:

Numerator for basic and diluted net increase inldtolders' equity resultin

from operations per shai $ 8,503,901
Denominator for basic and diluted net increasdankdolders' equity

resulting from operations per sha 12,275,45
Basic and diluted net increase in stockholdersitggesulting from

operations per shar $ 0.6¢
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5. INVESTMENTS

For the three months ended March2806, the Company purchased (A) $151.5 million aggte principal amount of senior term
debt, (B) $31.6 million aggregate principal amoahsenior subordinated debt and (C) $12.3 millibineestments in equity securities.

In addition, for the three months edidlarch 31, 2006, (1) $17.9 million aggregate @pal amount of senior subordinated debt and

(2) $3.5 million aggregate principal amount of senerm debt were redeemed. Additionally, (A) $Sillion of investments in equity
securities and (B) $6.1 million aggregate princigaount of senior term debt were sold.

As of March 31, 2006, investments eash and cash equivalents consisted of the fallgwi

Cash and cash equivalel
Senior term dek

Senior note!

Senior subordinated de

Collateralized debt obligatior

Equity securitie:

Total

Amortized Cost Fair Value

$ 19,034,28 $ 19,034,28
480,983,16 480,455,43

10,000,00 10,000,00

144,282,33 144,489,39

16,781,90 17,184,25

88,940,62 95,016,06

$ 760,022,31 $ 766,179,43

As of December 31, 2005, investmanis cash and cash equivalents consisted of thenfiol):

Amortized Cost Fair Value

Cash and cash equivale! $ 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 thgiral cost adjusted for the accretion of discoamd amortization of premiums on debt using the
effective interest method.
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The industry and geographic composgiof the portfolio at fair value at March 31, 8Gthd December 31, 2005 were as follows:

Industry March 31, 2006 December 31, 200
Health Care 13.(% 13.1%
Consumer Produc 13.C 11.2
Other Service 12.c 12.C
Restaurant 8.C 10.€
Environmental Service 8.7 11.C
Containers/Packagir 8.1 12.C
Education 7. 5.€
Manufacturing 7.1 9.5
Printing/Publishing 4.8 2.8
Broadcasting/Cabl 3.4 0.¢
Computers/Electronic 2.t 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/Tobact 1.3 0.C
Homebuilding 1.2 1.7
Total 100.(% 100.(%
Geographic Region March 31, 2006  December 31, 200
West 36.1% 38.9%
Mid-Atlantic 19.7 24.:
Southeas 18.t 10.2
Midwest 11.C 12.Z
Northeas 9.¢ 11.2
International 4.8 3.C
Total 100.(% 100.(%

6. COMMITMENTS AND CONTINGENCIES

As of March 31, 2006, the Company bachmitted to make a total of approximately $63illion of investments 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. EHetters of credit expire on
September 30, 2006, but may be extended underastiadly similar
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terms for additional one-year terms at the Compaoption until the revolving line of credit, undehich the letters of credit were issued,
matures on September 30, 2011.

As of December 31, 2005, the Compaay committed to make a total of approximately 848illion of investments in various
revolving senior secured loans. As of Decembe£2805, $28.8 million was unfunded. Included witHie $43.0 million commitment in
revolving secured loans is a commitment to issutou§8.2 million in standby letters of credit thghua financial intermediary on behalf of a
portfolio company. Under these arrangements, thegamy would be required to make payments to thindypbeneficiaries if the portfolio
company was to default on its related payment atibgs. As of December 31, 2005, the Company ha2i i$#lion in standby letters of cre:
issued and outstanding on behalf of the portfatimpany, of which no amounts were recorded as difiab

7. CREDIT FACILITIES PAYABLE

In accordance with the 1940 Act, wi#ittain limited exceptions, we are only alloweddsrow amounts such that our asset cove
as defined in the 1940 Act, is at least 200% &ftresh borrowing. On October 29, 2004, we formed Aapital CP Funding LLC ("Ares
Capital CP"), a wholly owned subsidiary of the Camy, through which we established a revolving dridiility (the "CP Funding Facility"
On November 3, 2004, we entered into the CP Fun@awjity that, as amended, allows Ares Capitat€Rsue up to $350.0 million of
variable funding certificates ("VFC"). As part ¢fet CP Funding Facility, we are subject to limitaias to how borrowed funds may be used
including restrictions on geographic concentratj@estor concentrations, loan size, payment frecquand status, average life, collateral
interests and investment ratings as well as regylaestrictions on leverage which may affect thant of VFC that we may issue from ti
to time. There are also certain requirements rejat portfolio performance, including required mam portfolio yield and limitations on
delinquencies and charge-offs, violation of whichld result in the early amortization of the CP #ing Facility and limit further advances
under the CP Funding Facility and in some casekldmian event of default. Such limitations, regoients, and associated defined terms are
as provided for in the documents governing the Gidihg Facility. As of March 31, 2006, there wa9$2 million outstanding under the (
Funding Facility and the Company continues to becimpliance with all of the limitations and requirents of the CP Funding Facility. As of
December 31, 2005 there was $18.0 million outstandinder the CP Funding Facility.

The CP Funding Facility expires orvidimber 1, 2006. If the CP Funding Facility is naieaded beyond November 1, 2006, any
principal amounts then outstanding will be amodip®er a 24-month period from the termination dateder the terms of the CP Funding
Facility, we are required to pay a renewal fee.8768% of the total amount available for borrowingar around each November 3.

The interest charged on the VFC &eldaon the commercial paper rate plus 0.75%. Tteedist charged on the VFC is payable
quarterly. As of March 31, 2006 the commercial pap&e was 4.7045% and as of December 31, 200&attmenercial paper rate was
4.3223%. For the three months ended March 31, a6@@Varch 31, 2005, the average interest ratecGrmmercial paper rate plus the sprt
was 5.28% and 3.78%, respectively. For the threetihhscended March 31, 2006 and March 31, 2005,tbege outstanding balance was
$69,448,889 and $34,444,444, respectively. Fottitee months ended March 31, 2006 and March 315,286 interest expense incurred \
$925,837
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and $324,734, respectively. Cash paid for intezgpense during the three months ended March 38 200 March 31, 2005 was $221,634
and $60,531, respectively.

The Company is also required to paprmmitment fee for any unused portion of the CRdiug Facility. Initially, the commitment
fee was 0.175% per annum. On April 8, 2005 the Camgentered into an amendment to the CP Fundinitjtifand in connection therewit|
the commitment fee was temporarily reduced to 0.p&¥annum until the earlier of (a) the date thaltoorrowings outstanding exceed
$150.0 million or (b) October 3, 2005, after whttle commitment fee was 0.175% per annum. On Novefhe2005 the Company entered
into an amendment to the CP Funding Facility ancbimection therewith, the commitment fee was reduo 0.10% per annum prior to the
first time that the borrowings outstanding under @P Funding Facility equal or exceed $200.0 mmlkod 0.125% per annum on and after
the first time that the borrowings outstanding urttie CP Funding Facility exceed $200.0 millionr @ three months ended March 31,
2006 and March 31, 2005, the commitment fee incuwas $70,138 and $50,566, respectively.

In December 2005, we entered intewa senior secured revolving credit facility (theetRIving Credit Facility") 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 expicmsDecember 28, 2010 and with certain exceptioseésired by substantially all of the
assets in our portfolio (other than investmentsl vyl Ares Capital CP under the CP Funding Faciliyyder the Revolving Credit Facility,
we have made certain representations and warrarigeare required to comply with various covenaeisorting requirements and other
customary requirements for similar revolving crddliilities, including, without limitation, coventsrelated to: (a) limitations on the
incurrence of additional indebtedness and lienslifitations on certain investments, (c) limitatoon certain restricted payments,

(d) maintaining a certain minimum stockholders'iggye) maintaining a ratio of total assets (lestal liabilities) to total indebtedness, of
Ares Capital and its subsidiaries, of not less th&nl.0, (f) maintaining minimum liquidity, and)(mitations on the creation or existence of
agreements that prohibit liens on certain propgifeAres Capital and its subsidiaries.

In addition to the asset coveragm® @escribed above, borrowings under the Revol@nedit Facility (and the incurrence of certain
other permitted debt) will be subject to compliaméth a borrowing base that will apply differentvashce rates to different types of assets in
our portfolio. The Revolving Credit Facility alsocludes an "accordion” feature that allows us toaase the size of the Revolving Credit
Facility to a maximum of $500 million under certaincumstances. The Revolving Credit Facility dtsdludes usual and customary events of
default for senior secured revolving credit famhktof this nature. As of March 31, 2006, there %&6.0 million outstanding under the
Revolving Credit Facility and the Company continteese in compliance with all of the limitationsdarequirements of the Revolving Credit
Facility. As of December 31, 2005, there were noants outstanding under the Revolving Credit Fgcili

The interest charged under the RenglCredit Facility is based on LIBOR (one, twored or six month) plus 1.00%, generally. As
of March 31, 2006, the one, two, three and six Im&hBOR were 4.83%, 4.93%, 5.00% and 5.14%, re$pagt For the three months ended
March 31, 2006, the average interest rate was 6.Fo¥%the three months ended March 31, 2006, theage outstanding balance was
$13,466,667. For the three months ended March(@16,Zhe interest expense incurred
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was $204,261. Cash paid for interest expense dthimthree months ended March 31, 2006 was $86A4f December 31, 2005, the one,
two, three and six month LIBOR were 4.39%, 4.48%4% and 4.70%, respectively. The Company is agaired to pay a commitment fee
of 0.20% for any unused portion of the Revolvingdt Facility. For the three months ended March2R6, the commitment fee incurred
was $114,578.

8. DERIVATIVE INSTRUMENTS

In 2005, we entered into a costledmcagreement in order to manage the exposuchdaging interest rates related to the
Company's fixed rate investments. The costlessicalireement is for a notional amount of $20 nrillibas a cap of 6.5%, a floor of 2.72%
and matures in 2008. The costless collar agreeatlemts us to receive an interest payment for argriguly period when the 3-month LIBOR
exceeds 6.5%, and requires us to pay an intergsigre for any quarterly period when the 3-month ©RBis less than 2.72%. The costless
collar resets quarterly based on the 3-month LIBA&&of March 31, 2006, the 3-month LIBOR was 5.00%.of March 31, 2006 these
derivatives had no fair value.

9. RELATED PARTY TRANSACTIONS

Gross underwriting costs relatechm PO were $7,425,000 or $0.675 per share. Astapthe IPO, the Investment Adviser, on our
behalf, agreed to pay the underwriters $0.225 @675 per share in underwriting discount androgsions for a total of approximately
$2.5 million. We were obligated to repay this amiptwgether with accrued interest (charged at theo&th LIBOR plus 2% starting on
October 8, 2004) (a) if during any four calendaarger period ending on or after October 8, 2005stima of (i) the aggregate distributions,
including return of capital, if any, to the stockihers and (ii) the change in net assets (definddtabassets less indebtedness) equals or
exceeds 7.0% of the net assets at the beginnisgobf period (as adjusted for any share issuanaeporchases) or (b) upon the Company's
liquidation. On March 8, 2005, the Company's bazrdirectors approved entering into an amendedrasigited agreement with the
Investment Adviser whereby the Company would bégalbéd to repay the Investment Adviser for the appnate $2.5 million only if the
conditions for repayment referred to above werelmétre the third anniversary of the IPO. If onemmre such events did not occur on or
before October 8, 2007, we would not be obligatepay this amount to the Investment Adviser.tReryear ended December 31, 2005, the
sum of our aggregate distributions to our stockéiddind our change in net assets exceeded 7.08 agsets as of December 31, 2004 (as
adjusted for any share issuances). As a resufiglmuary 2006 we repaid this amount together witieed interest.

In accordance with the Advisory Agremt, we bear all costs and expenses of the operatithe Company and reimburse the
Investment Adviser for all such costs and expeirsgsred in the operation of the Company. For tire¢ months ended March 31, 2006, the
Investment Adviser incurred such expenses tot@lt20,135. Accordingly, the Company has recordedtdlity at March 31, 2006 to the
Investment Adviser for the entire amount not yanirirsed. As of March 31, 2006, $130,135 was paytbthe Investment Adviser and st
payable is included in accounts payable and acaeypdnses in the accompanying consolidated baktrest. For the three months ended
March 31, 2005, the Investment Adviser incurrechsexpenses totaling $10,692.
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As of March 31, 2006, Ares Managemdr, of which the Investment Adviser is a whollwieed subsidiary, owned 666,667 shares
of the Company's common stock representing apprateiyn 1.8% of the total shares outstanding.

See Note 3 for a description of ottedated party transactions.
10. STOCKHOLDERS' EQUITY

On March 23, 2005, we completed dipwald-on offering (the "Adan Offering") of 12,075,000 shares of common stfickluding
the underwriters' overallotment of 1,575,000 shHaa&$16.00 per share, less an underwriting discand commissions totaling $0.72 per
share. Total proceeds received from the Add-onrffie net of the underwriters' discount and offgraosts, were $183.9 million.

11. DIVIDEND

For the three months ended Marci2806, the Company declared a dividend on Februgr2@06 of $0.36 per share for a total of
$13,682,573. The record date was March 24, 2006rendividend was distributed on April 14, 2006r B three months ended March 31,
2005, the Company declared a dividend on Februgr2@05 of $0.30 per share for a total of $3,328,9he record date was March 7, 2005
and the dividend was distributed on April 15, 2005.
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12.

FINANCIAL HIGHLIGHTS

The following is a schedule of finaidighlights for the three months ended MarchZ106 and for the three months ended

March 31, 2005:

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 — (0.0¢)
Underwriting costs paid by the Investment Adviserg
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 stockholders' eqt 0.3€ 0.8¢
Distributions from net investment incor (0.30 (0.26)
Distributions from net realized capital gains oniséies (0.06) (0.09
Total distributions to stockholders before retufrcapital (0.36) (0.30
Net asset value at end of period $ 15.0: $ 14.9¢

I I

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% 4.71%
Shares outstanding at end of per 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% 4.35%
Ratio of net investment income to average net a$5¢ 8.24% 6.85%
Portfolio turnover rate (£ 23% 19%

1)
()
(3)

The net assets used equals the total stockhottpriy on the consolidated balance sheets.
Weighted average basic per share data.

For the three months ended March 31, 2006, théretiarn based on market value equals the increbifee ending market value at
March 31, 2006 of $17.18 per share over the endiarket value at December 31, 2005 of $16.07, plesieclared dividend of $0.36
per share for holders of record on March 24, 2@@8¢ed by the market value at December 31, 2005 tite three months ended
March 31, 2005, the total return based on markieievaquals the decrease of the ending market alitarch 31, 2005 of $16.40 per
share over the ending market value at Decembe2®¥ of $19.43, plus the declared dividend of $@&0share for holders of record
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(4)

()
(6)

13.

on March 7, 2005, divided by the market value atdmeber 31, 2004. Total return based on market vialoet annualized.

For the three months ended March 31, 2006, théretiarn based on net asset value equals the chamg asset value during the
period plus the declared dividend of $0.36 peretiar holders of record on March 24, 2006, divitkgcthe beginning net asset value
during the period. The calculation was adjustedsfares issued in connection with dividend reinvesit plan. For the three months
ended March 31, 2005, the total return based oagst value equals the change in net asset vatirgydhe period plus the declared
dividend of $0.30 per share for holders of recardvtarch 7, 2005, divided by the beginning net asagte during the period. Total
return based on net asset value is not annualized.

The ratios reflect an annualized amount.

For the three months ended March 31, 2006, the odtbperating expenses to average net assetstahsif 1.79% of base
management fees, 2.06% of incentive managementXe#)6 of the cost of borrowing and other opetpérpenses of 0.77%. For 1
three months ended March 31, 2005, the ratio ofatjpey expenses to average net assets consisie898h of base management fees,

0.53% of incentive management fees, 0.86% of tisé @ioborrowing and other operating expenses d%.3These ratios reflect an
annualized amount.

IMPACT OF NEW ACCOUNTING STANDARDS

In December 2004, the Financial Actg Standards Board issued Statement of FinaAciebunting Standards ("SFAS") 123R,

"Share Based Payment, " which requires companiesctignize in the statement of operations the gtat# fair value of stock options and
other equity based compensation issued to emplogeesS 123R is effective for annual periods begigrafter June 15, 2005. As the
Company does not have any options or equity basegbensation plans, there was no impact from thetémoof SFAS 123R.
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PART C

Other information
ITEM 25. FINANCIAL STATEMENTS AND EXHIBITS
Q) Financial Statements

The following statements of Ares Capital Corponatfthe "Company" or the "Registrant”) are include®art A of this
Registration Statement:

Reports of Independent Registered Public Accourfing F-2
Consolidated Balance Sheets as of December 31,&00200< F-5
Consolidated Schedule of Investments as of DeceB8ihe2005 and 20C F-6
Consolidated Statements of Operations for the gaded December 31, 2005 and for the period frore 2802004

(inception) through December 31, 2C F-12
Consolidated Statements of Stockholders' Equitytferyear ended December 31, 2005 and for theg&om June 23, 20(

(inception) through December 31, 2C F-13
Consolidated Statements of Cash Flows for the geded December 31, 2005 and for the period frore 2802004

(inception) through December 31, 2C F-14
Notes to Consolidated Financial Stateme F-15
Consolidated Balance Sheets as of March 31, 20@#uglited) and December 31, 2( F-33
Consolidated Schedule of Investments (unauditedf &arch 31, 200\ F-34
Consolidated Schedule of Investments as of DeceBhe200= F-40
Consolidated Statement of Operations (unauditedhf®three months ended March 31, 2006 and MatcR@05 F-45
Consolidated Statement of Stockholders' Equity @ditad) for the quarter ended March 31, 2! F-46
Consolidated Statement of Stockholders' Equity (ditad) for the three months ended March 31, 2 F-47
Consolidated Statement of Cash Flows (unauditadhfothree months ended March 31, 2006 and MatcR@05 F-48
Notes to Consolidated Financial Statements (unedy F-49
(2)  Exhibits

€)) Articles of Amendment and Restatemen

(b) Amended and Restated Bylaws

(c) Not Applicable

(d) Form of Stock Certificate(z

(e) Dividend Reinvestment Plan(

® Not Applicable

(9) Investment Advisory and Management Agreement betviRagistrant and Ares Capital Management LL(

(h) Form of Underwriting Agreement

0] Not Applicable

()] Custodian Agreement between Registrant and U.Sk Bational Association(2
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(k)(1)
(K)(2)
(K)(3)
()(4)
(K)(5)

(K)(7)

(k)(8)

(K)(9)

(k)(10)

(k)(11)

(k)(12)

()
(m)
(n)(1)

Administration Agreement between Registrant andsArechnical Administration LLC(1

Form of Stock Transfer Agency Agreement betweenistegnt and Computershare Investor Services, LL
License Agreement between the Registrant and Aasaglement LLC(1

Form of Indemnification Agreement between the Regig and directors and certain officers

Form of Indemnification Agreement between the Regig and the members of the Ares Capital Manageirled
investment committee(:

Purchase and Sale Agreement, dated as of NovemB603, by and among Ares Capital Corporation aresACapital CP
Funding LLC(3)

Sale and Servicing Agreement, dated as of Novei®b2004, among Ares Capital CP, as borrower, Argsit@l as servicer,
certain conduits and institutional lenders agemtetlVachovia Capital Markets, LLC, U.S. Bank NatibAasociation, as
trustee, and Lyon Financial Services, Inc. (D/B/SUBank Portfolio Services), as the backup ser{@j

Amendment No. 2 to Sale and Servicing Agreemengeddas of April 8, 2005, among Ares Capital CP kogd.LC, Ares
Capital Corporation, each of the Conduit PurchaardsInstitutional Purchasers from time to timety#rereto, each of the
Purchaser Agents from time to time party theretacWbvia Capital Markets, LLC, as administrativeragtl.S. Bank
National Association, as trustee, and Lyon Findri®gavices, Inc. (D/B/A U.S. Bank Portfolio Sernvé}eas the backu
servicer.(4,

Amendment No. 3 to Sale and Servicing Agreemenéeddas of October 31, 2005, among Ares Capital @RIiAg LLC,

Ares Capital Corporation, each of the Conduit Paseis and Institutional Purchasers from time te frarty thereto, each of
the Purchaser Agents from time to time party tlegefdtachovia Capital Markets, LLC, as administratgent, U.S. Bank
National Association, as trustee, and Lyon Findri®gavices, Inc. (D/B/A U.S. Bank Portfolio Sernvé}eas the backu
servicer(5)

Amendment No. 4 to Sale and Servicing Agreemenéeddas of November 14, 2005, among Ares CapitaF@iling LLC,
Ares Capital Corporation, each of the Conduit Paseins and Institutional Purchasers from time te frarty thereto, each of
the Purchaser Agents from time to time party tleefdtachovia Capital Markets, LLC, as administratigent, U.S. Bank
National Association, as trustee, and Lyon Findri®gavices, Inc. (D/B/A U.S. Bank Portfolio Serné}eas the backu
servicer(6)

Senior Secured Revolving Credit Agreement, dateaf &ecember 28, 2005, among Ares Capital Corpamathe lenders
party thereto and JPMorgan Chase Bank, N.A., asiAidtrative Agent(7’

Opinion and Consent of Venable LLP, special Margllanunsel for Registran
Not Applicable

Consent of independent registered public accouffitimgfor Registrant*

C-2




(n)(2) Opinion of independent registered public accountirg for Registrant, regarding "senior securitiésble contained hereir

(0) Not Applicable
() Not Applicable
(@ Not Applicable
(n) Code of Ethics(8
* Filed herewith.

Q) Incorporated by reference to the correspondingkéixhumber to the Registrant's pre-effective AmeadtiNo. 1 to the Registration
Statement under the Securities Act of 1933, as dattron Form N-2, filed on September 17, 2004.

2 Incorporated by reference to the correspondinghbitxhumber to the Registrant's pre-effective AmeadtriNo. 2 to the Registration
Statement under the Securities Act of 1933, as dettron Form N-2, filed on September 28, 2004.

3) Incorporated by reference to Exhibit Numbers 1@d 20.2, as applicable, to the Registrant's Fott @ated as of November 3, 20

4) Incorporated by reference to Exhibit Number 10.theRegistrant's Form 8-K dated as of April 8,200

(5) Incorporated by reference to Exhibit Number 10d the Registrant's Form 10-K for the year endedeDdser 31, 2005.
(6) Incorporated by reference to Exhibit Number 10.theoRegistrant's Form 8-K dated as of Novembef0@5.

@) Incorporated by reference to Exhibit Number 10.thtoRegistrant's Form 8-K dated as of Decembe2@a5.

(8) Incorporated by reference to the correspondingkéixhumber to the Registrant's pre-effective AmeadtiNo. 1 to the Registration
Statement under the Securities Act of 1933, as dattron Form N-2, filed February 7, 2005.

ITEM 26. MARKETING ARRANGEMENTS

The information contained under tleading "Plan of Distribution" on this RegistratiStatement is incorporated herein by reference
and any information concerning any underwritersfqarticular offering will be contained in the ppectus supplement related to that
offering.
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ITEM 27. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

Commission registration fe
NASDAQ National Market Listing Fe
NASD filing fee

Accounting fees and expens

Legal fees and expens

Printing and engravin
Miscellaneous fees and expen

B H B P HHH
|>(-
*

Total

©“
|>(-
*

** To be provided by amendment.
ITEM 28. PERSONS CONTROLLED BY OR UNDER COMMON CONT ROL
Direct Subsidiarie:

The following list sets forth eachafr subsidiaries, the state or country under wiese the subsidiary is organized, and the
percentage of voting securities or membership @stsrowned by us in such subsidiary:

ARCC Cervantes Corporation (Delawa 10C%
Ares Capital CP Funding LLC (Delawal 10C(%

Indirect Subsidiarie:

The following list sets forth eachARRCC Cervantes Corporation's subsidiaries, thie stader whose laws the subsidiary is
organized, and the percentage of voting secutiesembership interests owned by ARCC Cervantepdation of such subsidiary:

ARCC Cervantes LLC (Delawar 10C%
Each of our direct and indirect sdimiies is consolidated for financial reporting pases.
ITEM 29. NUMBER OF HOLDERS OF SECURITIES

The following table sets forth thepegximate number of record holders of the Compatgamon stock at May 4, 2006.

NUMBER OF
TITLE OF CLASS RECORD HOLDERS
Common stock, $0.001 par val 6 (including Cede & Co

As of March 31, 2006 we have sevelddrs of our debt under our Facilities.
ITEM 30. INDEMNIFICATION

Maryland law permits a Maryland camgon to include in its charter a provision limii the liability of its directors and officers to
the corporation and its stockholders for money dggaaxcept for liability resulting from (a) actuateipt of an improper benefit or profit in
money, property or services or (b) active and @etite dishonesty established by a final judgmebeasy material to the
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cause of action. Our charter contains such a pgoovishich eliminates directors' and officers' ligtigito the maximum extent permitted by
Maryland law, subject to the requirements of théQlAct.

Our charter authorizes us, to theimarn extent permitted by Maryland law and subjedhe requirements of the 1940 Act, to
obligate us to indemnify any present or former ctive or officer or any individual who, while a diter or officer and at our request, serves or
has served another corporation, real estate inweggtirust, partnership, joint venture, trust, engpbenefit plan or other enterprise as a
director, officer, partner or trustee, from andiagbany claim or liability to which that person ynaecome subject or which that person may
incur by reason of his or her status as a presdotmer director or officer and to pay or reimbaitheir reasonable expenses in advance of
final disposition of a proceeding. Our bylaws obtig us, to the maximum extent permitted by Marylamdand subject to the requirement:
the 1940 Act, to indemnify any present or formeedior or officer or any individual who, while aréictor or officer and at our request, serves
or has served another corporation, real estatesiment trust, partnership, joint venture, trustpkayee benefit plan or other enterprise as a
director, officer, partner or trustee and who igdmar threatened to be made a party to the praegégi reason of his service in that capacity
from and against any claim or liability to whichattperson may become subject or which that persgnintur by reason of his or her status
as a present or former director or officer andayg pr reimburse their reasonable expenses in adwarfal disposition of a proceeding. The
charter and bylaws also permit us to indemnify addance expenses to any person who served a pssdecé us in any of the capacities
described above and any of our employees or ageatsy employees or agents of our predecessoccordance with the 1940 Act, we will
not indemnify any person for any liability to whiskich person would be subject by reason of sudoperwillful misfeasance, bad faith,
gross negligence or reckless disregard of the slitieolved in the conduct of his office. In additito the indemnification provided for in our
bylaws, we have entered into indemnification agresisiwith each of our current directors and ofcamd with members of our investment
adviser's investment committee and we intend teranto indemnification agreements with each of fotmre directors and officers. The
indemnification agreements attempt to provide thctors and senior officers the maximum indematfon permitted under Maryland law
and the 1940 Act. The agreements provide, amorgy things, for the advancement of expenses andrinidieation for liabilities incurred
which such person may incur by reason of his staus present or former director or officer or mentf our investment adviser's investr
committee in any action or proceeding arising duhe performance of such person's services assept or former director or officer or
member of our investment adviser's investment cdtaei

Maryland law requires a corporatianléss its charter provides otherwise, which oartgr does not) to indemnify a director or
officer who has been successful, on the meritdtwravise, in the defense of any proceeding to whiglor she is made or threatened to be
made a party by reason of his or her service indhpacity. Maryland law permits a corporationrtdémnify its present and former directors
and officers, among others, against judgments,lpesgfines, settlements and reasonable expemseally incurred by them in connection
with any proceeding to which they may be made ertlareatened to be made a party by reason ofgéeiice in those or other capacities
unless it is established that (a) the act or omissf the director or officer was material to thattar giving rise to the proceeding and (1) was
committed in bad faith or (2) was the result oivactind deliberate dishonesty, (b) the directasflicer actually received an improper
personal benefit in money, property or servicefchin the case of any criminal proceeding, thedor or officer had reasonable cause to
believe that the act or omission was unlawful.ddition, Maryland law permits a corporation to ade@ reasonable expenses to a director or
officer upon the corporation's receipt of (a) atteri affirmation by the director or officer of hos her good faith belief that he or she has met
the standard of conduct necessary for indemnibicdby the corporation and (b) a written undertalisdnim or her or on his or her behalf to
repay the amount paid or reimbursed by the corfmordtit is ultimately determined that the standlaf conduct was not met.
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The investment advisory and managémgreement provides that, absent willful misfeasabad faith or gross negligence in the
performance of its duties or by reason of the eskidisregard of its duties and obligations, Aragital Management LLC (the "Adviser")
and its officers, managers, agents, employeestalting persons, members and any other persontdy exffiliated with it are entitled to
indemnification from the Company for any damagiadilities, costs and expenses (including reas@natibrneys' fees and amounts
reasonably paid in settlement) arising from thelezimg of the Adviser's services under the investraevisory and management agreement
or otherwise as an investment adviser of the Compan

The administration agreement provithes, absent willful misfeasance, bad faith orligegce in the performance of its duties or by
reason of the reckless disregard of its dutiesadnfigations, Ares Technical Administration LLC aitslofficers, manager, agents, employees,
controlling persons, members and any other persentity affiliated with it are entitled to indentigiation from the Company for any
damages, liabilities, costs and expenses (inclugiagonable attorneys' fees and amounts reasopaidlyn settlement) arising from the
rendering of Ares Technical Administration LLC's\sees under the administration agreement or otlseras administrator for the Company.

Insofar as indemnification for ligbjilarising under the Securities Act of 1933 maypkemitted to directors, officers and controlling
persons of the Company pursuant to the foregoiagigions, or otherwise, the Company has been aditis# in the opinion of the Securities
and Exchange Commission such indemnification israg@ublic policy as expressed in the Act andhisrefore, unenforceable. In the event
that a claim for indemnification against such liigis (other than the payment by the Company @leeses incurred or paid by a director,
officer or controlling person of the Company in twecessful defense of any action, suit or procegpds asserted by such director, officer or
controlling person in connection with the secusitieing registered, the Company will, unless inapi@ion of its counsel the matter has been
settled by controlling precedent, submit to a cofidppropriate jurisdiction the question whethgetsindemnification by it is against public
policy as expressed in the Act and will be goverogdhe final adjudication of such issue.

ITEM 31. BUSINESS AND OTHER CONNECTIONS OF INVESTME NT ADVISER

A description of any other busingssfession, vocation or employment of a substangélire in which the Adviser, and each
managing director, director or executive officettod Adviser, is or has been, during the past taaaf years, engaged in for his or her own
account or in the capacity of director, officer,jdayee, partner or trustee, is set forth in Padf #his Registration Statement in the sections
entitled "Management." Additional information redeng the Adviser and its officers and directord wé set forth in its Form ADV, as filed
with the Securities and Exchange Commission (SEEN®. 801-63168), and is incorporated herein ligremce.

ITEM 32. LOCATION OF ACCOUNTS AND RECORDS

All accounts, books and other docutmeequired to be maintained by Section 31(a) efittvestment Company Act of 1940, and the
rules thereunder are maintained at the offices of:

(1) the Registrant, Ares Capital Corporation, 780 Thixénue, 46th Floor, New York, New York 10017;
(2)  the Transfer Agent, Computershare Investor SeryldeS, 2 N. LaSalle Street, Chicago, Illinois 60602

(3) the Custodian, U.S. Bank National Association, @oafe Trust Services, One Federal Street, 3rd,fBoston, Massachusetts
02110; and

(4) the Adviser, Ares Capital Management LLC 1999 Awenptithe Stars, Suite 1900, Los Angeles, Califo@tia67.
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ITEM 33. MANAGEMENT SERVICES
Not Applicable.

ITEM 34. UNDERTAKINGS
The Registrant undertakes:

(1) to suspend the offering of gisauntil the prospectus is amended if (i) subsetpoethe effective date of its registration
statement, the net asset value declines more émgperrcent from its net asset value as of the taffedate of the registration statement; or
(i) the net asset value increases to an amouatgrénan the net proceeds as stated in the priospec

(2) to file, during any period irhigh offers or sales are being made, a post-effeetimendment to this registration statement:
() toinclude any prospectus rieggl by Section 10(a)(3) of the Securities Act 883;

(i) to reflect in the prospectusydacts or events arising after the effective ddtine registration statement (or the
most recent post-effective amendment thereof) whiadividually or in the aggregate, represent adamental change in the
information set forth in the registration stateméitwithstanding the foregoing, any increase arease in volume of
securities offered (if the total dollar value otssties offered would not exceed that which wagstered) and any deviation
from the low or high end of the estimated maximufering range may be reflected in the form of pexsps filed with the
SEC pursuant to Rule 424(b) under the SecuritigAt933 if, in the aggregate, the changes in mawand price represent no
more than a 20% change in the maximum aggregageirugf price set forth in the "Calculation of Regasibn Fee" table in the
effective registration statement; and

(i) to include any material infoation with respect to the plan of distribution po¢viously disclosed in the
registration statement or any material change ¢b sftformation in the registration statement.

(3) that, for the purpose of detiminmg any liability under the Securities Act of B3he information omitted from the form of
prospectus filed as part of this registration steset in reliance upon Rule 430A and containedforia of prospectus filed by us under
Rule 497(h) under the Securities Act of 1933 sbaldeemed to be part of this registration statemewof the time it was declared effective;

(4) to remove from registrationrgans of a postffective amendment any of the securities beingsteged which remain unsold
the termination of the offering; and

(5) that, for the purpose of detiming any liability under the Securities Act of IB3ach post effective amendment that contains a
form of prospectus shall be deemed to be a newstragbn statement relating to the securities efleherein, and the offering of the securi
at that time shall be deemed to be the initial bt offering thereof.
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SIGNATURES

Pursuant to the requirements of theusities Act of 1933, the Registrant has duly eduhis Registration Statement on Form N-2 to

be signed on its behalf by the undersigned, theéoedmy authorized, in the City of New York, in tB¢ate of New York, on the 12th day of
May, 2006.

ARES CAPITAL CORPORATION

By:
/sl MICHAEL J. AROUGHETI

Michael J. Arougheti
President

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENT, eachrpon whose signature appears below hereby cdesténd appoints Michael J.
Arougheti, Daniel F. Nguyen and Kevin A. Frankeldaach of them, his true and lawful attorneysaict-ind agents, with full power of
substitution and resubstitution, for him and intégne, place, and stead, in any and all capaditiesgn any and all amendments to this
Registration Statement on Form N-2 and any registratatement filed pursuant to Rule 462(b) uritlerSecurities Act of 1933, and to file
the same, with the Securities and Exchange Commnisgranting unto said attorneys-in-fact and agentpower and authority to do and
perform each and every act and thing requisitere@éssary to be done in and about the premisés)ya® all intents and purposes as he or

she might or could do in person, hereby ratifying aonfirming all that said attorneys-iaet and agents, or their substitute or substifutesy
lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of theu8ities Act of 1933, this Registration Statenteag been signed by the following persons in the

capacities indicated on May 12, 2006. This documeay be executed by the signatories hereto on ampar of counterparts, all of which
constitute one and the same instrument.

SIGNATURE TITLE

/sl MICHAEL J. AROUGHETI President

(principal executive officer)

Michael J. Aroughet

/s/ DANIEL F. NGUYEN Chief Financial Officer

(principal financial officer)

Daniel F. Nguyet

/s/ DOUGLAS E. COLTHARP

Director
Douglas E. Colthar
/s/ FRANK E. O'BRYAN Director
Frank E. O'Bryal
/s/ ROBERT L. ROSEN Director

Robert L. Rosel




/sl BENNETT ROSENTHAL Chairman and Director

Bennett Rosenth:

/s/ ERIC B. SIEGEL Director

Eric B. Siege
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€)) Articles of Amendment and Restatemen

(b) Amended and Restated Bylaws

(c) Not Applicable

(d) Form of Stock Certificate(z

(e) Dividend Reinvestment Plan(

® Not Applicable

(9) Investment Advisory and Management Agreement betviRagistrant and Ares Capital Management, L.F
(h) Form of Underwriting Agreement

0] Not Applicable

)] Custodian Agreement between Registrant and U.Sk Bational Association(2

(K)(2) Administration Agreement between Registrant andsArechnical Administration LLC(]

K)(2) Form of Stock Transfer Agency Agreement betweerigdegt and Computershare Investor Services, LL
K)(3) License Agreement between the Registrant and Arsalglement LLC(1

(K)(4) Form of Indemnification Agreement between the Regig and directors and certain officers

K)(5) Form of Indemnification Agreement between the Regig and the members of the Ares Capital Managéiried

investment committee(:

(K)(7) Purchase and Sale Agreement, dated as of NovemB803, by and among Ares Capital Corporation aresACapital CP
Funding LLC(3)

(k)(8) Sale and Servicing Agreement, dated as of Nove@b2004, among Ares Capital CP, as borrower, Aiagsita@l as servicer,
certain conduits and institutional lenders agemtetlVachovia Capital Markets, LLC, U.S. Bank NatibAasociation, as
trustee, and Lyon Financial Services, Inc. (D/B/ASUBank Portfolio Services), as the backup ser{@j:

(K)(9) Amendment No. 2 to Sale and Servicing Agreemerteddas of April 8, 2005, among Ares Capital CP FogdLC, Ares
Capital Corporation, each of the Conduit Purchaardsinstitutional Purchasers from time to timety#rereto, each of the
Purchaser Agents from time to time party theretacWbvia Capital Markets, LLC, as administrativerdge.S. Bank
National Association, as trustee, and Lyon Findrigavices, Inc. (D/B/A U.S. Bank Portfolio Sernéjeas the backu
servicer.(4,

(k)(10) Amendment No. 3 to Sale and Servicing Agreemernéedias of October 31, 2005, among Ares Capital @Rlifg LLC,
Ares Capital Corporation, each of the Conduit Paseins and Institutional Purchasers from time te frarty thereto, each of
the Purchaser Agents from time to time party tleefdtachovia Capital Markets, LLC, as administratgent, U.S. Bank
National Association, as trustee, and Lyon Findriggavices, Inc. (D/B/A U.S. Bank Portfolio Sernéjeas the backu
servicer(5)




(k)(11) Amendment No. 4 to Sale and Servicing Agreemertgddas of November 14, 2005, among Ares CapitaF@iling LLC,
Ares Capital Corporation, each of the Conduit Paseins and Institutional Purchasers from time te frarty thereto, each of
the Purchaser Agents from time to time party tleefdtachovia Capital Markets, LLC, as administratigent, U.S. Bank
National Association, as trustee, and Lyon Findriggavices, Inc. (D/B/A U.S. Bank Portfolio Sernvéjeas the backu

servicer(6)

(k)(12) Senior Secured Revolving Credit Agreement, dateaf &ecember 28, 2005, among Ares Capital Corpamathe lenders
party thereto and JPMorgan Chase Bank, N.A., asiAidimative Agent(7

()] Opinion and Consent of Venable LLP, special Margllanunsel for Registran

(m) Not Applicable

(n)(2) Consent of independent registered public accouritimgfor Registrant?

n(2) Opinion of independent registered public accounting for Registrant, regarding "senior securiti¢ahlle contained hereir

(0) Not Applicable

(p) Not Applicable

(a) Not Applicable

(9] Code of Ethics(8

* Filed herewith.

@) Incorporated by reference to the correspondingkéixhumber to the Registrant's pre-effective AmeadtiNo. 1 to the Registration
Statement under the Securities Act of 1933, as dattron Form N-2, filed on September 17, 2004.

2 Incorporated by reference to the correspondinghbitxhumber to the Registrant's pre-effective AmeadtriNo. 2 to the Registration
Statement under the Securities Act of 1933, as dettron Form N-2, filed on September 28, 2004.

3) Incorporated by reference to Exhibit Numbers 1@d 20.2, as applicable, to the Registrant's Fot) @ated as of November 3, 20

(€] Incorporated by reference to Exhibit Number 10.theoRegistrant's Form 8-K dated as of April 8,200

(5) Incorporated by reference to Exhibit Number 10d the Registrant's Form 10-K for the year endededser 31, 2005.
(6) Incorporated by reference to Exhibit Number 10.thioRegistrant's Form 8-K dated as of Novembef0@5.

@) Incorporated by reference to Exhibit Number 10.thtoRegistrant's Form 8-K dated as of Decembe2@@5.

(8) Incorporated by reference to the correspondingkéixhumber to the Registrant's pre-effective AmeadtiNo. 1 to the Registration
Statement under the Securities Act of 1933, as dattron Form N-2, filed February 7, 2005.
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ARES CAPITAL CORPORATION
(a Maryland corporation)

* Shares of Common Stock
(Par Value $.001 Per Share)

PURCHASE AGREEMENT
[Date]

MERRILL LYNCH & CO.
Merrill Lynch, Pierce, Fenner & Smith Incorporated
Wachovia Capital Markets, LLC
Jefferies & Company, Inc.
Legg Mason Wood Walker, Incorporated
RBC Capital Markets Corporation

as Representatives of the several Underwriters
c/o Merrill Lynch & Co.

Merrill Lynch, Pierce, Fenner & Smith Incorpted
4 World Financial Center
New York, New York 1008!

Ladies and Gentlemen:

Ares Capital Corporation, a Maryland cogimn (the "Company"), confirms its agreement viitarrill Lynch & Co., Merrill Lynch,
Pierce, Fenner & Smith Incorporated ("Merrill Lyrixland each of the other Underwriters named in 8aleeA hereto (collectively, the
"Underwriters", which term shall also include amderwriter substituted as hereinafter providedant®n 10 hereof), for whom Merrill
Lynch, Wachovia Capital Markets, LLC, Jefferies &@pany, Inc., Legg Mason Wood Walker, Incorporatedt] RBC Capital Markets
Corporation and are acting as representativesitih sapacity, the "Representatives"), with respetie issue and sale by the Company and
the purchase by the Underwriters, acting sevegadty not jointly, of the respective numbers of seafeCommon Stock, par value $.001 per
share, of the Company ("Common Stock") set forthainl Schedule A, and with respect to the grarthbyCompany to the Underwriters,
acting severally and not jointly, of the option déised in Section 2(b) hereof to purchase all orpart of e« additional shares of Common
Stock to cover overallotments, if any. The aforésat shares of Common Stock (the "Initial Séms") to be purchased by the
Underwriters and all or any part of the « ams of Common Stock subject to the option desgribhé&ection 2(b) hereof (the "Option
Securities") are hereinafter called, collectivehe "Securities".

The Company understands that the Undemsriiopose to make a public offering of the Semsrias soon as the Representatives deem
advisable after this Agreement has been execueédealivered.

The Company has filed with the Securitied Exchange Commission (the "Commission") a regfistn statement on Form RI{File No.
e ), including the related preliminary presfus or prospectuses, covering the registratidheoSecurities under the Securities Act of

1933, as amended (the "1933 Act"). Promptly afkercation and delivery of this Agreement, the Comypaill prepare and file a prospectus
in accordance with the provisions of Rule 430A (8R430A") of the rules and regulations of the Comssian under the 1933 Act (the "1933
Act Regulations”) and paragraph (h) of Rule 497u{erR497(h)") of the 1933 Act Regulations. The imf@ation included in such prospectus
that was omitted from such registration statemethetime it became effective but that is deencelet part of such registration statement at
the time it became effective pursuant to parag(aplof Rule 430A is referred to as "Rule 430A Imf@tion." Each prospectus used before
such registration statement became effective, agpgeospectus that omitted the Rule 430A Informatibat was used after such
effectiveness and prior to the execution and dglieé this Agreement, is herein called a "prelintinprospectus.” Unless the context
otherwise requires, such registration statemealdting all documents filed as a part thereof, mwetlding any Rule 430A Information
contained in a




prospectus subsequently filed with the Commissiansgant to Rule 497(h) under the 1933 Act and deamée part of the registration
statement at the time of effectiveness and aldadimy the registration statement filed pursuarRtde 462(b) of the 1933 Act Regulations
(File No. < ), is herein called the "Registsa Statement.” The final prospectus in the foiledfby the Company with the Commission
pursuant to Rule 497(h) under the 1933 Act on éoreethe second business day after the date h@yestich earlier time as may be required
under the 1933 Act) or, if no such filing is recadr the form of final prospectus included in thggReation Statement at the time it became
effective, is herein called the "Prospectus.” Fappses of this Agreement, all references to thgidRation Statement, any preliminary
prospectus, the Prospectus or any amendment olesog@pt to any of the foregoing shall be deemeddtude the copy filed with the
Commission pursuant to its Electronic Data GatlggrAnalysis and Retrieval system ("EDGAR").

A Form N-54A Notification of Election to &ubject to Sections 55 through 65 of the Investrfimmpany Act of 1940 filed Pursuant to
Section 54(a) of the Investment Company Act (Fite Bl14-00663) (the "Notification of Election") wlked with the Commission on
April 21, 2004 under the Investment Company Act®40, as amended, and the rules and regulatioreutider (collectively, the 1940
Act").

The Company has entered into an Investiduisory and Management Agreement, dated as ofeBaptr 30, 2004 (the "Investment
Advisory Agreement"), with Ares Capital ManagemehC, a Delaware limited liability company registdras an investment adviser (the
"Adviser"), under the Investment Advisers Act ofA09as amended, and the rules and regulationsuthéee (collectively, the "Advisers
Act").

The Company has entered into an Administnadgreement, dated as of September 30, 2004 ftiministration Agreement"), with
Ares Technical Administration LLC, a Delaware ligdtliability Company (the "Administrator").

SECTION 1. Representations and Warranties

(a) Representations and Warranties by the Comparnihe Company, the Adviser and the Administrgtntly and severally,
represent and warrant to each Underwriter as ofiiie hereof, as of the Closing Time referred t6ection 2(c) hereof, and as of each Date
of Delivery (if any) referred to in Section 2(b)rkeef, and agrees with each Underwriter, as follows:

(i) Compliance with Registration RequirementsThe Company is eligible to use Form N-2. TlegRtration Statement (and
the Registration Statement as amended by anygffesttive amendment if the Company shall have neageamendments thereto af
the effective date of the Registration Statemeas) hecome effective under the 1933 Act and noatder suspending the
effectiveness of the Registration Statement (aedRbgistration Statement as amended by any paesttief amendment if the
Company shall have made any amendments theretdladteffective date of the Registration Statembag) been issued under the
1933 Act and no proceedings for that purpose haea linstituted or are pending or, to the knowleafgae Company, are
contemplated by the Commission, and any requestepart of the Commission for additional inforneathas been complied with.

At the respective times the Registraticet&hent and any post-effective amendments theestanhe effective and at the Closing
Time (and, if any Option Securities are purchas¢the Date of Delivery), the Registration Statetmemplied and will comply in all
material respects with the requirements of the 18&3the 1933 Act Regulations and the 1940 Act diddnhot and will not contain an
untrue statement of a material fact or omit toestatnaterial fact required to be stated thereimegessary to make the statements
therein not misleading. Neither the Prospectusangramendments or supplements thereto (includiggpesspectus wrapper), at the
time the Prospectus or any such amendment or supplewas issued, and at the Closing Time (andyif a
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Option Securities are purchased, at the Date afBgl), included or will include an untrue staterheha material fact or omitted or
will omit to state a material fact necessary inesrth make the statements therein, in the lighbhefcircumstances under which they
were made, not misleading. The representationsvandanties in this subsection shall not apply &teshents in or omissions from the
Registration Statement or Prospectus made in ediapon and in conformity with written informatifurnished to the Company by
any Underwriter through Merrill Lynch expressly fase in the Registration Statement (or any amentthereto) or the Prospectus
(or any amendment or supplement thereto).

The Prospectus, each preliminary prospemtdsthe prospectus filed as part of the Registneitatement as originally filed or as
part of any amendment thereto complied when sd fileall material respects with the 1933 Act, t®83 Act Regulations and the
1940 Act except for any corrections to any prelianinprospectus that are made in the Prospectgpoamendment or supplement
thereto prior to the effective date of the RegtstraStatement) and each preliminary prospectushaérospectus delivered to the
Underwriters for use in connection with this offeyiwas identical to the electronically transmittegies thereof filed with the
Commission pursuant to EDGAR, except to the expenmitted by Regulation S-T.

(i) Independent Accountants The accountants who certified the financiatesnents included in the Registration Statement
are independent public accountants as requiretid§ 933 Act, the 1933 Act Regulations and the SesiExchange Act of 1934, as
amended (the "1934 Act").

(i)  Financial Statements The financial statements included in the Regfion Statement and the Prospectus, together with
the related schedules and notes, present faidil material respects the financial position of @@mpany and its consolidated
subsidiaries at the dates indicated and the cafegeli statement of operations, consolidated staieofistockholders' equity and
consolidated statement of cash flows of the Comenyits consolidated subsidiaries for the pergpsified; there are no financial
statements that are required to be included ifRéngistration Statement or Prospectus that arenghtded as required; said financial
statements have been prepared in conformity wittegaly accepted accounting principles in the WhBates ("GAAP") applied on a
consistent basis throughout the periods involvér: "Selected Financial and Other Data" includetthénRegistration Statement and
the Prospectus present fairly, in all material eetg, the information shown therein and have beempded on a basis consistent with
that of the audited financial statements includethe Registration Statement and the Prospectsfiiéncial data set forth in the
Prospectus under the caption "Capitalization" ygiresents the information set forth therein orasi®consistent with that of the
audited financial statements and related notegthe&ontained in the Registration Statement.

(iv) No Material Adverse Change in BusinessSince the respective dates as of which inftionas given in the Registration
Statement and the Prospectus, except as othenatee sherein, (A) there has been no material adveinange in the condition,
financial or otherwise, or in the earnings, bussnaiairs or business prospects of the Companytarsdibsidiary considered as one
enterprise, whether or not arising in the ordinaryrse of business (a "Material Adverse EffecB), there have been no transactions
entered into by the Company or its subsidiary, othen those in the ordinary course of businesgiwére material with respect to t
Company and its subsidiary considered as one eiger@and (C) there has been no dividend or digioh of any kind declared, paid
or made by the Company on any class of its cagtitelk.

(v) Good Standing of the Company The Company has been duly organized and idlyaxisting as a corporation in good
standing under the laws of the State of Marylarditzas corporate power and authority to own, leaskoperate its properties and to
conduct its business as described in the Prospantl$o enter into and perform its obligations urttes Agreement,
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the Investment Advisory Agreement and the Admiaistn Agreement; and the Company is duly qualifiech foreign corporation to
transact business and is in good standing in etigr urisdiction in which such qualification isquired, whether by reason of the
ownership or leasing of property or the condudbudiness, except where the failure so to qualifypdre in good standing would not
reasonably be expected to result in a Material Aslv&ffect.

(vi) Subsidiaries The Company's only subsidiary is Ares CaifalFunding LLC, a Delaware limited liability compafthe
"Subsidiary"). The Subsidiary has been duly orgeahiand is validly existing as a limited liabilitprmpany in good standing under the
laws of the jurisdiction of its organization, hasagr and authority to own, lease and operate dpgaties and to conduct its business
as described in the Prospectus and is duly quaiégea foreign limited liability company to transhasiness and is in good standing in
each jurisdiction in which such qualification igjtéred, whether by reason of the ownership or fepef property or the conduct of
business, except where the failure to be so qaedlidir to be in good standing would not reasonablgxpected to result in a Material
Adverse Effect; except as otherwise disclosed éRRgistration Statement, all of the issued anstantling capital stock of such
Subsidiary has been duly authorized and validlyesds is fully paid and non-assessable and is owgetle Company free and clear of
any security interest, mortgage, pledge, lien ermmamce, claim or equity; none of the outstandirayes of capital stock of the
Subsidiary was issued in violation of the preengtiv other similar rights of any securityholdeisath Subsidiary. Except as set forth
in the Registration Statement and the ProspedtasCompany does not own, directly or indirectlyy ahares of stock or any other
equity or debt securities of any corporation oréhamy equity or debt interest in any firm, parthgsjoint venture, association or
other entity.

(vii) Capitalization. The authorized, issued and outstanding cagtitek of the Company is as set forth in the Proigsein
the column entitled "Actual" under the caption "@alzation" (except for subsequent issuancesyyf, pursuant to this Agreement or
pursuant to reservations, agreements or employeefibplans, if any, referred to in the Prospeaupursuant to the exercise of
convertible securities or options, if any, refertedn the Prospectus). The shares of issued arstibmgling capital stock of the
Company have been duly authorized and validly dsrel are fully paid and non-assessable; noneeddukstanding shares of capital
stock of the Company was issued in violation ofpnptive or other similar rights of any securityteaf the Company.

(viii)  Authorization of Agreements This Agreement, the Investment Advisory Agreairand the Administration Agreement
have each been duly authorized, executed and dediv®y the Company. The Investment Advisory Agregnaed the Administration
Agreement are valid and binding obligations of @@mpany, enforceable against the Company in acnoedaith their terms, except
as the enforcement thereof may be subject to (ikigtcy, insolvency, reorganization, moratoriunodrer similar laws now or
thereafter in effect relating to creditors' riggenerally and (ii) general principles of equity ahd discretion of the court before which
any proceeding therefor may be brought.

(ix) Authorization and Description of Securities The Securities have been duly authorizedsfsmance and sale to the
Underwriters pursuant to this Agreement and, wksned and delivered by the Company pursuant tdAtgmsement against payment
of the consideration set forth herein, will be @liissued and fully paid and non-assessable; trarion Stock conforms in all
material respects to all statements relating therentained in the Prospectus and such descriptinforms in all material respects to
the rights set forth in the instruments defining §ame; and the issuance of the Securities isubgdc to the preemptive or other
similar rights of any securityholder of the Company




(x) Absence of Defaults and Conflicts Neither the Company nor the Subsidiary isiolation of its charter, by-laws or other
organizational documents or in default in the peni@nce or observance of any obligation, agreensertgnant or condition contained
in any contract, indenture, mortgage, deed of ttaah or credit agreement, note, lease or otheresmgent or instrument to which the
Company or the Subsidiary is a party or by which aithem may be bound, or to which any of the propor assets of the Company
or the Subsidiary is subject (collectively, "Agresms and Instruments") except for such defaultsvioald not reasonably be
expected to result in a Material Adverse Effect #re execution, delivery and performance of thgge®ment, the Investment
Advisory Agreement and the Administration Agreemamnd the consummation of the transactions contaatplzerein and therein and
in the Registration Statement (including the isseasnd sale of the Securities and the use of theepds from the sale of the
Securities as described in the Prospectus undesatiteon "Use of Proceeds") and compliance by thm@any with its obligations
hereunder and thereunder do not and will not, wérathth or without the giving of notice or passagédime or both, (A) conflict with
or constitute a breach of, or default or Repaynismint (as defined below) under, or result in treation or imposition of any lien,
charge or encumbrance upon any property or ast#te €ompany or the Subsidiary pursuant to, theedments and Instruments,
except for such conflicts, breaches, defaults gragment Events that would not reasonably be exgeotessult in a Material Adver:
Effect, or (B) conflict with or constitute a breaef) or default under, any contract, indenture, tgege, deed of trust, loan or credit
agreement, note, lease or other agreement orimstrto which Ares is a party or by which Ares nbaybound, or to which any of t
property or assets of Ares Management LLC ("Arés'§ubject, or the limited partner agreement oegoverning documents of any
fund managed by, advised by or affiliated with Arescept for such conflicts, breaches or defahkls$ would not reasonably be
expected to result in a Material Adverse Effect, wil such action result in any violation of theopisions of the charter, by-laws or
other organizational documents of the Company @Shbsidiary or any applicable law, statute, mégulation, judgment, order, writ
or decree of any government, government instrunignta court, domestic or foreign, having juristiamn over the Company or the
Subsidiary or any of their assets, properties @ratons. As used herein, a "Repayment Event" maaygvent or condition which
gives the holder of any note, debenture or oth&tegxce of indebtedness (or any person acting om Balder's behalf) the right to
require the repurchase, redemption or repaymeall of a portion of such indebtedness by the Compmarthe Subsidiary.

(xi) Absence of Proceedings Other than as disclosed in the Registratiate®tent, there is no action, suit or proceedingox
the knowledge of the Company, inquiry or invesiigatbefore or brought by any court or governmeatgncy or body, domestic or
foreign, now pending, or, to the knowledge of trmrpany, threatened, against or affecting the Comparthe Subsidiary, which is
required to be disclosed in the Registration Statenor which would reasonably be expected to tésa Material Adverse Effect, or
which would reasonably be expected to materially adversely affect the properties or assets thenethfe consummation of the
transactions contemplated in this Agreement, tredtment Advisory Agreement or the Administratiogréement or the performance
by the Company of its obligations hereunder orghader; the aggregate of all pending legal or gowental proceedings to which 1
Company or the Subsidiary is a party or of which ahtheir respective property or assets is thgemilwhich are not described in the
Registration Statement, including ordinary routitigation incidental to the business, would naisenably be expected to resultin a
Material Adverse Effect.

(xii)  Accuracy of Exhibits There are no contracts or documents whicheaeired to be described in the Registration
Statement or the Prospectus or to be filed as &ghitiereto which have not been so described ded §is required.
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(xiii)  Possession of Intellectual Property The Company and the Subsidiary own or possessn acquire on reasonable
terms, adequate patents, patent rights, licensesniions, copyrights, know-how (including traders¢és and other unpatented and/or
unpatentable proprietary or confidential informatisystems or procedures), trademarks, serviceanaede names or other
intellectual property (collectively, "IntellectuBroperty") necessary to carry on the business rpraded by them or proposed to be
operated by them immediately following the offerimfigthe Securities as described in the Prospeetegpt where the failure to own
possess or otherwise be able to acquire such rigatsimely manner would not otherwise reasondlglyexpected to result in a
Material Adverse Effect, and neither the Companythe Subsidiary has received any notice of oth&wise aware of any
infringement of or conflict with asserted rightsathers with respect to any Intellectual Propertgfoany facts or circumstances wh
would render any Intellectual Property invalid padequate to protect the interest of the CompanlyeoBubsidiary therein, and which
infringement or conflict (if the subject of any anbrable decision, ruling or finding) or invalidity inadequacy, singly or in the
aggregate, would reasonably be expected to resalMaterial Adverse Effect.

(xiv)  Absence of Further RequirementsNo filing with, or authorization, approval,sent, license, order, registration,
qualification or decree of, any court or governmaéatithority or agency is necessary or requiredHerperformance by the Company
of its obligations hereunder, in connection with tffering, issuance or sale of the Securitiesuhader or the consummation of the
transactions contemplated by this Agreement, thiedtment Advisory Agreement, the Administration égment or the Prospectus
(including the use of the proceeds from the sakh®fSecurities as described in the Prospectus tineeaption "Use of Proceeds"),
except (A) such as have been already obtained uhder933 Act, the 1933 Act Regulations or the 1840 (B) such as may be
required under state securities laws, and (C)itimg fof the Notification of Election under the 1®4ct, which has been effected.

(xv) Absence of Manipulatian Neither the Company nor any affiliate of then@pany has taken, nor will the Company or
affiliate take, directly or indirectly, any actiavhich is designed to or which has constituted oictvlivould be expected to cause or
result in stabilization or manipulation of the riof any security of the Company to facilitate slaée or resale of the Securities in
violation of any law, statute, regulation or rufgpécable to the Company or its affiliates.

(xvi) Possession of Licenses and Permitd'he Company and the Subsidiary possess suafitpgelicenses, approvals,
consents and other authorizations (collectivelygv&nmental Licenses") issued by the appropriatertd, state, local or foreign
regulatory agencies or bodies necessary to corldeidiusiness now operated by them or proposed opémted by them immediately
following the offering of the Securities as desedhn the Prospectus, except where the failure po$sess would not reasonably be
expected to, singly or in the aggregate, resudt iaterial Adverse Effect; the Company and the ®lidny are in compliance with the
terms and conditions of all such Governmental Lsesn except where the failure so to comply wouldeasonably be expected to,
singly or in the aggregate, result in a Material/&se Effect; all of the Governmental Licensesval@l and in full force and effect,
except when the invalidity of such Governmentaklses or the failure of such Governmental Licetsée in full force and effect
would not reasonably be expected to, singly ohendggregate, result in a Material Adverse Effaot neither the Company nor the
Subsidiary has received any notice of proceedialzding to the revocation or modification of angkusovernmental Licenses which,
singly or in the aggregate, if the subject of afauarable decision, ruling or finding, would reaabty be expected to result in a
Material Adverse Effect.

(xvii)  Investment Company Act The Company is not required, and upon theaissel and sale of the Securities as herein
contemplated and the application of the net proedeerefrom as
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described in the Prospectus will not be requiredegister as a "registered management investnoempany" under the 1940 Act.

(xviii)  Registration Rights There are no persons with registration rigintsther similar rights to have any securities
registered pursuant to the Registration Statemeoth@rwise registered by the Company under th& 293.

(xix) Related Party Transactions There are no business relationships or reladety transactions involving the Company,
Subsidiary or any other person required to be destin the Prospectus which have not been destabeequired.

(xx) Notification of Election When the Notification of Election was filedttvthe Commission, it (A) contained all
statements required to be stated therein in acnoedaith, and complied in all material respectswiite requirements of, the 1940 Act
and (B) did not include any untrue statement ofademial fact or omit to state a material fact neaegin order to make the statements
therein, in the light of the circumstances undeicWithey were made, not misleading.

(xxi)  Investment Advisory Agreement(A) The terms of the Investment Advisory Agrent, including compensation terms,
comply in all material respects with all applicaplevisions of the 1940 Act and the Advisers Adll 4B) the approvals by the board
of directors and the sole stockholder of the Compafrthe Investment Advisory Agreement have beederia accordance with the
requirements of Section 15 of the 1940 Act appliedab companies that have elected to be reguladaisiness development
companies under the 1940 Act.

(xxii) Interested Persons Except as disclosed in the Registration Statdgrand the Prospectus (A) no person is serving or
acting as an officer, director or investment advifehe Company, except in accordance with theiprons of the 1940 Act and the
Advisers Act, and (B) to the knowledge of the Compano director of the Company is an "interestecpe’ (as defined in the 1940
Act) of the Company or an "affiliated person” (adided in the 1940 Act) of any of the Underwriters.

(xxiii)  Business Development Company(A) The Company has duly elected to be trebiethe Commission under the 1940
Act as a business development company, such eldstigffective and all required action has beeenaky the Company under the
1933 Act and the 1940 Act to make the public offgrand consummate the sale of the Securities agdpibin this Agreement;
(B) the provisions of the corporate charter andawys of the Company, and the investment objectipekcies and restrictions
described in the Prospectus, assuming they areimgited as described, will comply in all materéspects with the requirements of
the 1940 Act; and (C) the operations of the Compamyin compliance in all material respects with piovisions of the 1940 Act
applicable to business development companies.

(xxiv) Employees and Executives The Company is not aware that (A) any exeeytkey employee or significant group of
employees of the Company, the Subsidiary, the Axivis the Administrator plans to terminate emplogimeith the Company, the
Subsidiary, the Adviser or the Administrator or @jy such executive or key employee is subjechyor@mncompete, nondisclosure,
confidentiality, employment, consulting or simimrangement that would be violated by the preseptaposed business activities of
the Company, the Subsidiary, the Adviser or the Aitrator.

(xxv) No Extension of Credit The Company has not, directly or indirectiytemded credit, arranged to extend credit, or
renewed any extension of credit, in the form okespnal loan, to or for any director or executiffecer of the Company or the
Subsidiary, or to or for any family member or aéfie of any director or executive officer of ther@many or the Subsidiary.
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(xxvi)  Accounting Controls The Company has established and maintainstarayof internal accounting controls sufficier
provide reasonable assurances that (A) transadii@nexecuted in accordance with management'sr@ation; (B) transactions are
recorded as necessary to permit preparation ofifiahstatements in conformity with GAAP and to ntain accountability for assets;
(C) access to assets is permitted only in accomlaiith management's authorization; and (D) thendsmbaccountability for inventory
assets is compared with the existing inventorytasstereasonable intervals and appropriate acsidakien with respect to any
differences.

(xxvii)  Disclosure Controls The Company has established and employs dis@aontrols and procedures that are designed
to ensure that information required to be discldsgthe Company in the reports that it files orraite under the 1934 Act is recorded,
processed, summarized and reported, within the pieniods specified in the Commission's rules amoh$p and is accumulated and
communicated to the Company's management, inclutiirgincipal executive officer or officers andnmmipal financial officer or
officers, as appropriate to allow timely decisioegarding disclosure.

(xxviii)  Tax Returns The Company and the Subsidiary have filedealéral, state, local and foreign tax returns énat
required to have been filed by them pursuant tdicgdpe foreign, federal, state, local or other lamhave duly requested extensions
thereof, except insofar as the failure to file steturns or request such extensions would not neddp be expected to result in a
Material Adverse Effect, and have paid all taxesmias due pursuant to such returns or pursuantyj@ssessment received by the
Company and the Subsidiary, except for such taxessessments, if any, as are being contesteduhfgdh and as to which adequ
reserves have been provided or where the failupayovould not reasonably be expected to reswtNbaterial Adverse Effect.

(b) Representations and Warranties of the Advisertae Administrator The Adviser and the Administrator, jointly aselverally,
represent to each Underwriter as of the date heasadf the Closing Time referred in Section 2@)eof, and as of each Date of Delivery (if
any) referred to in Section 2(b) hereof, and agvadseach Underwriter as follows:

() No Material Adverse Change in BusinessSince the respective dates as of which inftionas given in the Registration
Statement and the Prospectus, except as othenatse sherein, there has been no material advéesgge in the condition, financial
or otherwise, or in the earnings, business affaiisjness prospects or regulatory status of thas&édwr the Administrator, whether or
not arising in the ordinary course of businesg, Wwuld reasonably be expected to result in a Mat&dverse Effect.

(i) Good Standing Each of the Adviser and the Administrator haen duly organized and is validly existing asratéd
liability company in good standing under the laishe State of Delaware, and has limited liabitympany power and authority to
own, lease and operate its properties and to cartduzusiness as described in the Prospectusoagctér into and perform its
obligations under this Agreement; the Adviser lrastéd liability company power and authority to exée and deliver and perform its
obligations under the Investment Advisory Agreem#r Administrator has limited liability compangwwer and authority to enter
into and perform its obligations under the Admirasbn Agreement; and each of the Adviser and ttimiistrator is duly qualified t
transact business as a foreign entity and is i gd@nding in each other jurisdiction in which sagifalification is required, whether
reason of ownership or leasing of its propertyhar¢onduct of business, except where the failugu#dify or be in good standing
would not otherwise reasonably be expected to tré@sal Material Adverse Effect.

(i)  Registration Under Advisers Act The Adviser is duly registered with the Consios as an investment adviser under the
Advisers Act and is not prohibited by the Advisérg or the




1940 Act from acting under the Investment AdvisAgreement for the Company as contemplated by thsgectus. There does not
exist any proceeding or, to the Adviser's knowledgpy facts or circumstances the existence of wbiehd lead to any proceeding
which might adversely affect the registration of thdviser with the Commission.

(iv) Absence of Proceedings There is no action, suit or proceeding othsknowledge of the Adviser or the Administrator,
inquiry or investigation before or brought by amuct or governmental agency or body, domestic @ifm, now pending, or, to the
knowledge of the Adviser or the Administrator, tlened, against or affecting either the AdviseherAdministrator, which is
required to be disclosed in the Registration Stater(other than as disclosed therein), or whichld/oeasonably be expected to result
in a Material Adverse Effect, or which would reaably be expected to materially and adversely affeztconsummation of the
transactions contemplated in this Agreement, tedtment Advisory Agreement or the Administratiogréement; the aggregate of
all pending legal or governmental proceedings teciwvkthe Adviser or the Administrator is a partyodmwhich any of their respective
property or assets is the subject which are natridesd in the Registration Statement, includingirady routine litigation incidental to
their business, would not reasonably be expectegstat in a Material Adverse Effect.

(v) Absence of Defaults and Conflicts Neither the Adviser nor the Administratorrisviolation of its limited liability
company operating agreement or in default in thfopmance or observance of any obligation, agreénoewenant or condition
contained in any contract, indenture, mortgaged @éerust, loan or credit agreement, note, leasgteer agreement or instrument to
which the Adviser or the Administrator is a partyby which it or any of them may be bound, or tashhany of the property or assets
of the Adviser or the Administrator is subject (eotively, the "Adviser/Administrator Agreementsdamstruments"), or in violation
any law, statute, rule, regulation, judgment, oledecree except for such violations or defaliéd tvould not reasonably be expected
to result in a Material Adverse Effect; and thear®n, delivery and performance of this Agreemém, Investment Advisory
Agreement and the Administration Agreement ancctiresummation of the transactions contemplated hearsil therein and in the
Registration Statement (including the issuancesae of the Securities and the use of the procieedsthe sale of the Securities as
described in the Prospectus under the caption Bf/Beoceeds") and compliance by the Adviser andAth@inistrator with their
respective obligations hereunder and under thestment Advisory Agreement and the Administratiorrégment do not and will not,
whether with or without the giving of notice or page of time or both, conflict with or constituter@ach of, or default under, or re:
in the creation or imposition of any lien, chargeencumbrance upon any property or assets of thvis@idor the Administrator
pursuant to, the Adviser/Administrator Agreememtd lstruments except for such violations or degatllat would not reasonably be
expected to result in a Material Adverse Effect, wil such action result in any violation of theopisions of the limited liability
company operating agreement of the Adviser or Adstiiztor, respectively, or any applicable law, @@t rule, regulation, judgment,
order, writ or decree of any government, governnresttumentality or court, domestic or foreign, mayjurisdiction over the Adviser
or the Administrator or any of their assets, prtipsror operations.

(vi) Authorization of Agreements This Agreement, the Investment Advisory Agreetrand the Administration Agreement
have been duly authorized, executed and deliveyatidbAdviser and the Administrator, as applicableis Agreement, the Investme
Advisory Agreement and the Administration Agreemara valid and binding obligations of the Advisetlee Administrator, as
applicable, enforceable against them in accordauiittetheir terms, except as the enforcement themef be subject to (i) bankruptc
insolvency, reorganization, moratorium or otherikim




laws now or thereafter in effect relating to credst rights generally and (ii) general principlé®quity and the discretion of the court
before which any proceeding therefor may be braught

(vii)  Absence of Further RequirementsNo filing with, or authorization, approval,rcgent, license, order, registration,
qualification or decree of, any court or governnaéauthority or agency is necessary or requiredHerperformance by the Adviser or
the Administrator of their obligations hereunderconnection with the offering, issuance or salthefSecurities hereunder or the
consummation of the transactions contemplated isyAhreement, the Investment Advisory Agreemerd,Aldministration Agreeme
or the Prospectus (including the use of the proeé®ain the sale of the Securities as describedarProspectus under the caption "
of Proceeds"), except (A) such as have been alrebtiyned under the 1933 Act, the 1933 Act Regutestior the 1940 Act, (B) such
as may be required under state securities lawgh@Cfjling of the Notification of Election undene 1940 Act, which has been effec
and (D) such as have been obtained under the lagveegulations of jurisdictions outside the Uniftdtes in which the Reserved
Securities are offered.

(viii)  Description of Adviser and Administrator The description of the Adviser and the Adntigitor contained in the
Prospectus does not contain any untrue statementnafterial fact or omit to state a material fastessary to make the statements
therein, in light of the circumstances in whichytlvgere made, not misleading.

(ix) Possession of Licenses and PermitS'he Adviser and the Administrator possess $boternmental Licenses issued by
the appropriate federal, state, local or foreigyutatory agencies or bodies necessary to condadiukiness now operated by them,
except where the failure so to possess would rasorably be expected to, singly or in the aggregesalt in a Material Adverse
Effect; the Adviser and the Administrator are inmgiance with the terms and conditions of all sGvernmental Licenses, except
where the failure so to comply would not, singlyiothe aggregate, result in a Material Adverseéffall of the Governmental
Licenses are valid and in full force and effectept when the invalidity of such Governmental Liesor the failure of such
Governmental Licenses to be in full force and dffeculd not, singly or in the aggregate, resuld iklaterial Adverse Effect; and
neither the Adviser nor the Administrator has reediany notice of proceedings relating to the ratioa or modification of any such
Governmental Licenses which, singly or in the aggte, if the subject of an unfavorable decisiofinguor finding, would reasonably
be expected to result in a Material Adverse Effect.

(x) Stabilization and Manipulation Neither the Adviser, the Administrator nor afitheir respective partners, officers,
affiliates or controlling persons has taken, digeot indirectly, any action designed, under th84 @\ct, to result in the stabilization or
manipulation of the price of any security of then@any to facilitate the sale of the Securitiesiolation of any law, statute,
regulation or rule applicable to the Adviser, theénfinistrator or any of their respective partneficers, affiliates or controlling
persons.

(xi) Employment Status The Adviser is not aware that (A) any exeaitikey employee or significant group of employefes o
the Company, if any, the Subsidiary, the Advisether Administrator, as applicable, plans to terr@r@mployment with the Compar
the Subsidiary, the Adviser or the Administrato(B)y any such executive or key employee is sulifeeiny non-compete,
nondisclosure, confidentiality, employment, corisgltor similar agreement that would be violatedhoy present or proposed business
activities of the Company, the Subsidiary or theviddr except where such termination or violatioruldanot reasonably be expected
to have a Material Adverse Effect.

(xii) Internal Controls The Adviser is using its commercially reasdaaiforts to implement a system of internal colstro
sufficient to provide reasonable assurance thatrgjsactions effectuated by it under the Investrelvisory Agreement are execu
in
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accordance with its management's general or spexithorization; and (B) access to the Compangstashat are in its possession or
control is permitted only in accordance with itsmagement's general or specific authorization.

(xiii)  Accounting Controls The Administrator is using its commerciallyasenable efforts to operate a system of internal
accounting controls sufficient to provide reasoraddsurance that (A) transactions for which ithaskkeeping and record keeping
responsibility for under the Administration Agreemare recorded as necessary to permit preparatitie Company's financial
statements in conformity with GAAP and to mainthirancial statements in conformity with GAAP andnaintain accountability for
the Company's assets and (B) the recorded accdlitytfdr such assets is compared with existingessat reasonable intervals and
appropriate action is taken with respect to anfedihces.

(c) Officer's Certificates. Any certificate signed by any officer of ther@pany, the Subsidiary, the Adviser or the Admiraitir
delivered to the Representatives or to counseh®tnderwriters shall be deemed a representatidmarranty by the Company, the
Subsidiary, the Adviser and or the Adminstratorapglicable, to each Underwriter as to the mattexered thereby.

SECTION 2. Sale and Delivery to Underwriters; Closing

(&) Initial Securities. On the basis of the representations and waesaherein contained and subject to the terms andittons
herein set forth, the Company agrees to sell tb &aerwriter, severally and not jointly, and e&lriderwriter, severally and not jointly,
agrees to purchase from the Company, at the pecshare set forth in Schedule B, the number d¢ilrSecurities set forth in Schedule A
opposite the name of such Underwriter, plus anytiat@l number of Initial Securities which such Wmariter may become obligated to
purchase pursuant to the provisions of Sectionet8df.

(b) Option Securities. In addition, on the basis of the representatiamd warranties herein contained and subjecettettms and

conditions herein set forth, the Company herebytgran option to the Underwriters, severally antjoiatly, to purchase up to an additional

» shares of Common Stock at the price paresket forth in Schedule B, less an amount peesgual to any dividends or distributions
declared by the Company and payable on the Ii8&a&urities but not payable on the Option Securifiége option hereby granted will expire
30 days after the date hereof and may be exerisgHole or in part from time to time on one or marccasions only for the purpose of
covering overallotments which may be made in cotioeavith the offering and distribution of the liaik Securities upon notice by Merrill
Lynch to the Company setting forth the number ofi@pSecurities as to which the several Underwsitge then exercising the option and
time and date of payment and delivery for such @p8ecurities. Any such time and date of delivary§ate of Delivery") shall be
determined by Merrill Lynch, but shall not be latiean seven full business days after the exerdisaid option, nor in any event prior to the
Closing Time, as hereinafter defined. If the opii®exercised as to all or any portion of the Opt8ecurities, each of the Underwriters, ac
severally and not jointly, will purchase that prajmn of the total number of Option Securities theing purchased which the number of
Initial Securities set forth in Schedule A opposite name of such Underwriter bears to the totadlmer of Initial Securities, subject in each
case to such adjustments as Merrill Lynch in iscdition shall make to eliminate any sales or pseh of fractional shares.

(c) Payment. Payment of the purchase price for, againstdaliof certificates for, the Initial Securitiesadhbe made at the offices
of Fried, Frank, Harris, Shriver & Jacobson LLP egew York Plaza, New York, NY 10004 or at sucheotblace as shall be agreed upol
the Representatives and the Company, at 9:00 Aklktérn time) on the third (fourth, if the priciagcurs after 4:30 P.M. (Eastern time) on
any given day) business day after the date heusdégs postponed in accordance with the provisiéiBection 10), or such other time not
later than ten business days after such date
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as shall be agreed upon by the Representativethar@ompany (such time and date of payment andadglbeing herein called "Closing
Time").

In addition, in the event that any or dltlte Option Securities are purchased by the Undis, payment of the purchase price for, and
delivery of certificates for, such Option Secusti&hall be made at the above-mentioned officeat such other place as shall be agreed upon
by the Representatives and the Company, on eaehdd&telivery as specified in the notice from thepResentatives to the Company.

Payment shall be made to the Company by ténsfer of immediately available funds to a baokount designated by the Company,
against delivery to the Representatives througtabiities of The Depository Trust Company ("DTQGty the respective accounts of the
Underwriters of certificates for the Securitiedb®purchased by them. It is understood that eactetnriter has authorized the
Representatives, for its account, to accept delivérreceipt for, and make payment of the purchase for, the Initial Securities and the
Option Securities, if any, which it has agreeddocpase. Merrill Lynch, individually and not as regentative of the Underwriters, may (but
shall not be obligated to) make payment of the Ipase price for the Initial Securities or the OptRecurities, if any, to be purchased by any
Underwriter whose funds have not been receivedhéyosing Time or the relevant Date of Deliverytlae case may be, but such payment
shall not relieve such Underwriter from its obligats hereunder.

(d) Denominations; Registration. The certificates for the Initial Securities ahd Option Securities, if any, shall be transférre
electronically at the Closing Time or the relevBate of Delivery, as the case may be, in such d@mations and registered in such names as
the Representatives may request; provided thasacly request must be received in writing at leastfall business day before the Closing
Time or the relevant Date of Delivery, as the aasg be.

SECTION 3. Covenants of the Company The Company covenants with each Underwritdok®ws:

(a) Compliance with Securities Regulations and Casion Requests. The Company, subject to Section 3(b), will cdynpith the
requirements of Rule 430A and Rule 497 and willfgdhe Representatives immediately, and confirerbtice in writing, (i) when any post-
effective amendment to the Registration Statemeait become effective, or any supplement to thespotus or any amended Prospectus
shall have been filed, (ii) of the receipt of amyrenents from the Commission relating to the Regfigtn Statement, (iii) of any request by
Commission for any amendment to the Registratiate®tent or any amendment or supplement to the Ectspor for additional
information, and (iv) of the issuance by the Consiois of any stop order suspending the effectivenéfise Registration Statement or of any
order preventing or suspending the use of anymnediry prospectus, or of the suspension of theifigation of the Securities for offering or
sale in any jurisdiction, or of the initiation dmreatening of any proceedings for any of such pepoThe Company will promptly effect the
filings necessary pursuant to Rule 497(h) andtaite such steps as it deems necessary to asqendaiptly whether the form of prospectus
transmitted for filing under Rule 497(h) was reesifor filing by the Commission and, in the evérattit was not, it will promptly file such
prospectus. The Company will use its reasonabterteffo prevent the issuance of any stop orderidady stop order is issued, to obtain the
lifting thereof at the earliest possible moment.

(b) Filing of Amendments. The Company will give the Representatives motitits intention to file or prepare any amendnterthe
Registration Statement (including any filing un&ere 462(b)) or any amendment, supplement or m@viti either the prospectus included in
the Registration Statement at the time it becarfeetdfe or to the Prospectus, will furnish the Regamtatives with copies of any such
documents a reasonable amount of time prior to pughosed filing or use, as the case may be, aldetifile or use any such document to
which the Representatives or counsel for the Undtws shall object.
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(c) Delivery of Commission Filings. The Company has furnished or will deliver te tepresentatives and counsel for the
Underwriters, without charge, conformed copieshef Registration Statement as originally filed, ahdach amendment thereto (including
exhibits filed therewith or incorporated by referertherein) and conformed copies of all consentscantificates of experts, and, upon the
Representative's request, will also deliver toRlepresentatives, without charge, a conformed coplysoRegistration Statement as originally
filed and of each amendment thereto (without exllfor each of the Underwriters. The copies ofRegistration Statement and each
amendment thereto furnished to the Underwritersheilidentical to the electronically transmittegias thereof filed with the Commission
pursuant to EDGAR, except to the extent permite&bgulation S-T, or as filed with the Commissiorpaper form as permitted by
Regulation S-T.

(d) Delivery of Prospectuses. The Company has delivered to each Underwrsitghout charge, as many copies of each preliminary
prospectus as such Underwriter reasonably requemtddhe Company hereby consents to the use bfcapies for purposes permitted by
1933 Act. The Company will furnish to each Undetemi without charge, during the period when thespectus is required to be delivered
under the 1933 Act, such number of copies of tlesrctus (as amended or supplemented) as suchviditdemay reasonably request. The
Prospectus and any amendments or supplementsalieneished to the Underwriters will be identicalthe electronically transmitted copies
thereof filed with the Commission pursuant to EDGARcept to the extent permitted by Regulation S-T.

(e) Continued Compliance with Securities LawsThe Company will use its commercially reasoaadiforts to comply with the 1933
Act and the 1933 Act Regulations so as to pernmaitciimpletion of the distribution of the Securitgsscontemplated in this Agreement and in
the Prospectus. If at any time when a prospectiexjisired by the 1933 Act to be delivered in cotioacwith sales of the Securities, any
event shall occur or condition shall exist as altesf which it is necessary, in the opinion of asel for the Underwriters or for the Company,
to amend the Registration Statement or amend @lesoent the Prospectus in order that the Prosp&gtusot include any untrue statements
of a material fact or omit to state a material fa@tessary in order to make the statements theo¢imisleading in the light of the
circumstances existing at the time it is delivetied purchaser, or if it shall be necessary, inoghieion of such counsel, at any such time to
amend the Registration Statement or amend or sugpiethe Prospectus in order to comply with thesiregnents of the 1933 Act or the 1€
Act Regulations, the Company will promptly preparel file with the Commission, subject to Section)3éuch amendment or supplement as
may be necessary to correct such statement or iomigsto make the Registration Statement or thsrctus comply with such
requirements, and the Company will furnish to thelerwriters such number of copies of such amendaesuipplement as the Underwriters
may reasonably request.

() Blue Sky Qualifications. The Company will use its commercially reasoaadfforts, in cooperation with the Underwriters, to
qualify the Securities for offering and sale untter applicable securities laws of such states #mef gurisdictions (domestic or foreign) as
Representatives may designate and to maintaincuelifications in effect for as long as the Repn¢atives reasonably request; provided,
however, that the Company shall not be obligatdide@ny general consent to service of proceds gualify as a foreign corporation or as a
dealer in securities in any jurisdiction in whithsi not so qualified or to subject itself to taratin respect of doing business in any
jurisdiction in which it is not otherwise so sulje

(9) Rule 158. The Company will timely file such reports pumstito the 1934 Act as are necessary in order t@manerally
available to its securityholders as soon as reddpmpaacticable an earnings statement for the mepof, and to provide the benefits
contemplated by, the last paragraph of Section)f(dhe 1933 Act.
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(h) Use of Proceeds. The Company will use the net proceeds recdiyeitl from the sale of the Securities in the marspcified in
the Prospectus under "Use of Proceeds".

(i) Listing. The Company will use its commercially reasoaadiforts to effect and maintain the quotationh&f ecurities on the
Nasdaq National Marke

() Restriction on Sale of Securities.During a period of 90 days from the date of nespectus, the Company will not, without the
prior written consent of Merrill Lynch, (i) diregtlor indirectly, offer, pledge, sell, contract &llssell any option or contract to purchase,
purchase any option or contract to sell, grant@ution, right or warrant to purchase or otherwismsfer or dispose of any share of Common
Stock or any securities convertible into or exezbis or exchangeable for Common Stock or file auystration statement under the 1933 Act
with respect to any of the foregoing or (ii) eritedo any swap or any other agreement or any traiosethat transfers, in whole or in part,
directly or indirectly, the economic consequencewhership of the Common Stock, whether any sudpsoy transaction described in
clause (i) or (ii) above is to be settled by datljvef Common Stock or such other securities, irhaasotherwise. The foregoing sentence shall
not apply to (A) the registration and sale of Séms to be sold hereunder, (B) the issuance ofsduayes of Common Stock issued by the
Company upon the exercise of an option or warratti@ conversion of a security outstanding on thie dhereof and referred to in the
Prospectus, and any registration related ther€oaity shares of Common Stock issued or optiopsitchase Common Stock granted
pursuant to existing employee benefit plans ofGbenpany referred to in the Prospectus, and angtragjon related thereto, (D) any share
Common Stock issued pursuant to any non-employeetdr stock plan or dividend reinvestment plard any registration related thereto, or
(E) any shares of Common Stock issued to diredndisu of directors' fees, and any registratiolated thereto. Notwithstanding the
foregoing, if: (1) during the last 17 days of si@hday period the Company issues an earnings et@awaterial news or a material event
relating to the Company occurs; or (2) prior to ¢ipiration of the such 90-day period, the Compamyounces that it will release earnings
results during the 16-day-period beginning on #st tlay of such 90-day period, the restrictionsosepl by this letter shall continue to apply
until the expiration of the 18-day period beginnamgthe issuance of the earnings release or themerce of the material news or material
event.

(k) Reporting Requirements. The Company, during the period when the Praséds required to be delivered under the 1933 Act,
will file all documents required to be filed withe Commission pursuant to the 1934 Act within theetperiods required by the 1934 Act and
the rules and regulations of the Commission theteun

() Business Development Company Statu$he Company, during a period of at least 12tim®from the Closing Time, will use its
commercially reasonable efforts to maintain itsustas a business development comppnyided, howeverthe Company may cease to be,
or withdraw its election as, a business developroemntpany, with the approval of the board of direstand a vote of stockholders as required
by Section 58 of the 1940 Act or an successor proni

(m) Regulated Investment Company Statu®uring the 12-month period following the ClogiTime, the Company will use its
commercially reasonable efforts to qualify and etede treated as a regulated investment compadgruSubchapter M of the Internal
Revenue Code of 1986, as amended (the "Code")aamaintain such qualification and election in effier each full fiscal year during which
it is a business development company under the 2840

(n) Accounting Controls. The Company will use its commercially reasoaadiforts to establish and maintain a system efrira|
accounting controls sufficient to provide reasoradsurances that (A) material information relat;mmthe Company and the assets managed
by the Adviser is promptly made known to the officeesponsible for establishing and maintainingsystem of internal accounting controls;
and (B) any significant deficiencies or weaknessdhe design or operation of internal accountiogtmls which could adversely affect the
Company's ability to record, process,
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summarize and report financial data, and any frelaéther or not material that involves managemeiatioer employees who have a
significant role in internal controls, are adeqlatand promptly disclosed to the Company's indepehduditors and the audit committee of
the Company's board of directors.

SECTION 4. Payment of Expenses

(@) Expenses. The Company will pay all expenses incidenti performance of its obligations under this Agreetnincluding
(i) the preparation, printing and filing of the R&igation Statement (including financial statemeartd exhibits) as originally filed and of each
amendment thereto, (ii) the printing and deliverytte Underwriters of this Agreement, any Agreensmbng Underwriters and such other
documents as may be required in connection witloffezing, purchase, sale, issuance or delivethefSecurities, (iii) the preparation,
issuance and delivery of the certificates for theusities to the Underwriters, including any stoclother transfer taxes and any stamp or
other duties payable upon the sale, issuance wedglof the Securities to the Underwriters, (g tfees and disbursements of the Company's
the Adviser's and the Administrator's counsel, aotants and other advisors, (v) the qualificatibthe Securities under securities laws in
accordance with the provisions of Section 3(f) b&rimcluding filing fees and the reasonable ferd disbursements of counsel for the
Underwriters in connection therewith and in conimectvith the preparation of the Blue Sky Survey ang supplement thereto, (vi) the
printing and delivery to the Underwriters of cop@sach preliminary prospectus and of the Progggemhd any amendments or supplements
thereto, (vii) the preparation, printing and defiveo the Underwriters of copies of the Blue Skyv&y and any supplement thereto, (viii) the
fees and expenses of any transfer agent or registrthe Securities, (ix) the costs and expen$éseoCompany relating to investor
presentations on any "road show" undertaken in ection with the marketing of the Securities, indghgdwithout limitation, expenses
associated with the production of road show slates$ graphics, fees and expenses of any consuétagéged in connection with the road
show presentations, travel and lodging expenséseafepresentatives and officers of the Companyaarydsuch consultants, and 50% of the
cost of aircraft and other transportation charténecbnnection with the road show, (x) the filirge incident to, and the reasonable fees and
disbursements of counsel to the Underwriters imeation with, the review by the National Associataf Securities Dealers, Inc. ("NASD")
of the terms of the sale of the Securities, anptfid fees and expenses incurred in connectiontivittinclusion of the Securities in the Nas
National Market

(b) Termination of Agreement. If this Agreement is terminated by the Représ@res in accordance with the provisions of Secto
or Section 9(a)(i) hereof, the Company, the Advesed the Administrator, jointly and severally, $lalmburse the Underwriters for all of
their out-of-pocket expenses incurred, including thasonable fees and disbursements of coungblefdinderwriters.

SECTION 5. Conditions of Underwriters' Obligations The obligations of the several Underwritereeb@der are subject to the
accuracy of the representations and warrantieseo€ompany, the Adviser and the Administrator coetin Section 1 hereof or in
certificates of any officer of the Company, the fsgr or the Administrator, to the performance by @ompany, the Adviser and the
Administrator of their respective covenants andpthbligations hereunder, and to the followingHertconditions:

(@) Effectiveness of Registration StatemenThe Registration Statement, including any Riig(b) Registration Statement, has
become effective and at Closing Time no stop osdspending the effectiveness of the Registratiate8tent shall have been issued unde
1933 Act or proceedings therefor initiated or theead by the Commission, and any request on thieoptire Commission for additional
information shall have been complied with to thes@nable satisfaction of counsel to the Undervait@rprospectus containing the
Rule 430A Information shall have been filed witle Bommission in accordance with Rule 497(h) (cost{effective amendment providing
such information shall have been filed and declaféettive in accordance with the requirements oieRI30A).
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(b) Opinions of Counsel for Company.At Closing Time, the Representatives shall haeeived the favorable opinion, dated as of
Closing Time, of Proskauer Rose LLP, counsel fer@ompany, Venable LLP, special Maryland counseitfe Company, and Kevin A.
Frankel, general counsel of Ares and chief compbaofficer and secretary of the Company, in easle @aform and substance reasonably
satisfactory to counsel for the Underwriters, tbgetwith signed or reproduced copies of such létieeach of the other Underwriters to the
effect set forth in Exhibits A through C heretocBuounsel may state that, insofar as such opiniaives factual matters, they have relied
upon certificates of officers of the Company andhear Subsidiary and certificates of public offisial

(c) Opinion of Counsel for Underwriters. At Closing Time, the Representatives shall haeeived the favorable opinion, dated as of
Closing Time, of Fried, Frank, Harris, Shriver &dason LLP, counsel for the Underwriters, togethi¢ signed or reproduced copies of
such letter for each of the other Underwriters withpect to the matters set forth in opinions, ({i)v) (solely as to the authorization by the
Adviser of the Purchase Agreement), the third $o pearagraph and the penultimate paragraph of Exkibereto and opinions 1, 3 (solely as
to the second clause thereof), 5 and 6 of ExhilsieBeto. In giving such opinion such counsel méy;, ies to all matters governed by the laws
of jurisdictions other than the law of the StatdNefw York and the federal law of the United Statpen the opinions of counsel reasonably
satisfactory to the Representatives, including seuinf the Company. Such counsel may also statgitisafar as such opinion involves
factual matters, they have relied, to the extegy tteem proper, upon certificates of officers ef @ompany and/or the Subsidiary and
certificates of public officials.

(d) Officers' Certificates. (i) At Closing Time, there shall not have begince the date hereof or since the respectives datef
which information is given in the Prospectus, argtenial adverse change in the condition, finanmialtherwise, or in the earnings, business
affairs or business prospects of the Company am&tibsidiary considered as one enterprise, whethwt arising in the ordinary course of
business, and the Representatives shall have egtaicertificate of the president of the Compard/afrthe chief financial or chief
accounting officer of the Company, dated as of @pJime, to the effect that (i) there has beersmch material adverse change, (ii) the
representations and warranties in Section 1(a)fi@re true and correct with the same force anecetis though expressly made at and as of
Closing Time, (iii) the Company has complied withagreements and satisfied all conditions on &g o be performed or satisfied at or p
to Closing Time, and (iv) no stop order suspendirgeffectiveness of the Registration Statemenbbkas issued and no proceedings for that
purpose have been instituted or are pending ahetio knowledge, contemplated by the Commission.

(i) At Closing Time, there shall not lealeen, since the date hereof or since the respeatites as of which information is given in the
Prospectus, any material adverse change in thetmmdinancial or otherwise, or in the earninbssiness affairs, business prospects or
regulatory status of the Adviser or the Adminisiratvhether or not arising in the ordinary coursbusiness, that would reasonably be
expected to result in a Material Adverse Effectlémively, with respect to each of the Adviser dhd Administrator, an "Advisers Material
Adverse Effect"), and the Representatives shaléhlraceived a certificate of the president and tief dinancial or chief accounting officer of
each of the Adviser and the Administrator, datedfaSlosing Time, to the effect that (i) there t@®n no such Advisers Material Adverse
Effect, (ii) the representations and warrantiethefAdviser and Administrator in Sections 1(a) (o) hereof are true and correct with the
same force and effect as though expressly madedaasof Closing Time, (iii) the Adviser and themidistrator have complied with all
agreements and satisfied all conditions on theirtoabe performed or satisfied at or prior to @gsTime, and (iv) no stop order suspending
the effectiveness of the Registration Statemenblkas issued and no proceedings for that purposebeen instituted or are pending or, to
their knowledge, contemplated by the Commission.
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(e) Accountant's Comfort Letter. At the time of the execution of this Agreemehg Representatives shall have received from Ki
LLP aletter, in form and substance reasonablgfseatiory to the Representatives, together withesigor reproduced copies of such letter for
each of the other Underwriters containing statesiant information of the type ordinarily includedaiccountants' "comfort letters" to
underwriters with respect to the financial statetaamd certain financial information containedrie Registration Statement and the
Prospectus.

() Bring-down Comfort Letter. At Closing Time, the Representatives shall haeeived from KPMG LLP a letter, dated as of
Closing Time, to the effect that they reaffirm gtatements made in the letter furnished pursuasiibsection (e) of this Section, except that
the specified date referred to shall be a datenwe than three business days prior to Closing Time

(g) Approval of Listing. At Closing Time, the Securities shall have bapproved for inclusion in the Nasdaqg National Mdark
subject only to official notice of issuance.

(h) No Objection. The NASD has confirmed that it has not raiseyl @bjection with respect to the fairness and reabteness of the
underwriting terms and arrangements.

(i) Lock-up Agreements. At the date of this Agreement, the Represerdatshall have received an agreement substarnitiaie
form of Exhibit D hereto signed by the personslisbn Schedule C hereto. Notwithstanding the fdregor any provision of Section 3(j) of
this Agreement or any lock-up agreement delivenecbnnection with this Section 5(i) to the contrakyes may pledge shares of Common
Stock of the Company owned by Ares in one or mamalfide lending transactions.

() Conditions to Purchase of Option Securitiesln the event that the Underwriters exercisé thygtion provided in Section 2(b)
hereof to purchase all or any portion of the Op&aturities, the representations and warrantidiseo€ompany, the Adviser and the
Administrator contained herein and the statemem#sy certificates furnished by the Company, theigel and the Administrator hereunder
shall be true and correct as of each Date of Deliged, at the relevant Date of Delivery, the Reprgatives shall have received:

(i) Officers' Certificates. (A) A certificate, dated such Date of Deliveof the president of the Company and of the chief
financial or chief accounting officer of the Comparonfirming that the certificate delivered at tBl®sing Time pursuant to Section 5
(d)(i) hereof remains true and correct as of suate®f Delivery.

(B) A certificate, dated such Date of Dely, of the president and the chief financial lsie€ accounting officers of each
of the Adviser and the Administrator confirming tihiae certificates delivered at the Closing Timespiant to Section 5(d)
(i) hereof remains true and correct as of sucte@atDelivery.

(i)  Opinion of Counsel for Company.The favorable opinion of Proskauer Rose LLRyns@l for the Company, Venable L1
special Maryland counsel for the Company, and Kévifrrankel, general counsel of Ares and chief cliempe officer and secretary
of the Company, in each case in form and substaasnably satisfactory to the Representativesddaich Date of Delivery,
relating to the Option Securities to be purchaseduxch Date of Delivery and otherwise to the saffezieas the opinions required by
Section 5(b) hereof.

(i)  Opinion of Counsel for Underwriters. The favorable opinion of Fried, Frank, HarB#yiver & Jacobson, LLP, counsel
for the Underwriters, dated such Date of Delivegjating to the Option Securities to be purchaseduxh Date of Delivery and
otherwise to the same effect as the opinion reduiseSection 5(c) hereof.

(iv) Bring-down Comfort Letter. A letter from KPMG LLP, in form and substaneasonably satisfactory to the
Representatives and dated such Date of Delivebstantially in the
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same form and substance as the letter furnishftbtRepresentatives pursuant to Section 5(f) heexakpt that the "specified date'
the letter furnished pursuant to this paragrapli bleaa date not more than five days prior to sDelte of Delivery.

(k) Additional Documents. At Closing Time and at each Date of Deliveryuinsel for the Underwriters shall have been fumish
with such documents as they may reasonably refprithe purpose of enabling them to pass upongfigaince and sale of the Securities as
herein contemplated, or in order to evidence tlhwi@cy of any of the representations or warrantieshe fulfillment of any of the condition
herein contained; and all proceedings taken byCthmpany, the Adviser and the Administrator in cartioe with the issuance and sale of the
Securities as herein contemplated shall be reagosatisfactory in form and substance to the Repriegives and counsel for the
Underwriters.

(D Termination of Agreement. If any condition specified in this Section $hait have been fulfilled when and as requiredgo b
fulfilled, this Agreement, or, in the case of amndition to the purchase of Option Securities, @age of Delivery which is after the Closing
Time, the obligations of the several Underwriterptirchase the relevant Option Securities, magtmihated by the Representatives by
notice to the Company at any time at or prior tos@ig Time or such Date of Delivery, as the casg bea and such termination shall be
without liability of any party to any other partyaept as provided in Section 4 and except thati@ectl, 6, 7 and 8 shall survive any such
termination and remain in full force and effect.

SECTION 6. Indemnification.

(a)(1) Indemnification of Underwriters by the Compamy the Adviser. The Company and the Adviser, jointly and selgragree
to indemnify and hold harmless each Underwriteraffiliates, as such term is defined in Rule 5pifider the 1933 Act (each, an
"Affiliate"), its selling agents and each persdrany, who controls any Underwriter within the mesgnof Section 15 of the 1933 Act or
Section 20 of the 1934 Act as follows:

(i) against any and all loss, liabiligfaim, damage and expense whatsoever, as incamsthg out of any untrue statement or
alleged untrue statement of a material fact corthin the Registration Statement (or any amendthenéto), including the Rule 43l
Information or the omission or alleged omissiorréfi}mm of a material fact required to be stateddimeor necessary to make the
statements therein not misleading or arising o@nyf untrue statement or alleged untrue statenfentraterial fact included in any
preliminary prospectus or the Prospectus (or angretment or supplement thereto), or the omissialleged omission therefrom of
material fact necessary in order to make the seésrtherein, in the light of the circumstancesanwdhich they were made, not
misleading;

(i) against any and all loss, liabiligtaim, damage and expense whatsoever, as inctioréit extent of the aggregate amount
paid in settlement of any litigation, or any inugation or proceeding by any governmental agendyooly, commenced or threatened,
or of any claim whatsoever based upon any sucluemstiatement or omission, or any such alleged erstiatement or omission;
provided that (subject to Section 6(d) below) anghssettlement is effected with the written congdrthe Company;

(i) against any and all expense whatsogas incurred (including the fees and disburseésngicounsel chosen by Merrill
Lynch), reasonably incurred in investigating, prapgor defending against any litigation, or anyastigation or proceeding by any
governmental agency or body, commenced or thredtemeny claim whatsoever based upon any suclhieistatement or omission,
or any such alleged untrue statement or omissiotie extent that any such expense is not paidryi)de (ii) above;
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provided, however, that (i) this indemnity agreement shall not agplyany loss, liability, claim, damage or experséhe extent arising out
any untrue statement or omission or alleged urdtaEment or omission made in reliance upon awdmfiormity with written information
furnished to the Company by any Underwriter throdgrrill Lynch expressly for use in the RegistratiBtatement (or any amendment
thereto), including the Rule 430A Information olygreliminary prospectus or the Prospectus (orangndment or supplement thereto) and
(i) this indemnity agreement shall not apply, wigspect to any particular Underwriter, to any Jdisdility, claim, damage or expense to the
extent arising out of any untrue statement or oimissr alleged untrue statement or omission corthin any preliminary prospectus to the
extent that the Company complied with its prospedkelivery requirements contained herein and thiécpéar Underwriter was legally
required to and failed to send or give a copy effinospectus, as then amended or supplementds, petson alleging such defect and the
untrue statement or alleged untrue statement adtanml fact or omission or alleged omission tdestamaterial fact in such preliminary
prospectus was corrected in such Prospectus, asdaher supplemented.

(2) Indemnification of Underwriters by the Admiragor. The Administrator agrees to indemnify and Huddmless each
Underwriter, its Affiliates, its selling agents aedch person, if any, who controls any Underwgitihin the meaning of Section 15 of the
1933 Act or Section 20 of the 1934 Act as follows:

(i) against any and all loss, liabiligfaim, damage and expense whatsoever, as incamsthg out of any untrue statement or
alleged untrue statement of a material fact corthin the Registration Statement (or any amendthenéto), including the Rule 43l
Information or the omission or alleged omissiorréfi}mm of a material fact required to be stateddimeor necessary to make the
statements therein not misleading or arising o@nyf untrue statement or alleged untrue statenfentraterial fact included in any
preliminary prospectus or the Prospectus (or angretment or supplement thereto), or the omissiailleged omission therefrom of
material fact necessary in order to make the seésrtherein, in the light of the circumstancesanwdhich they were made, not
misleading to the extent the loss, liability, cladamage and expense relates to information coimgeAres Management LLC or the
Administrator;

(i) against any and all loss, liabiligtaim, damage and expense whatsoever, as inctioréit extent of the aggregate amount
paid in settlement of any litigation, or any inugation or proceeding by any governmental agendyooly, commenced or threatened,
or of any claim whatsoever based upon any suchuestiatement or omission related to Ares Managefrigdtor the Administrator ¢
any such alleged untrue statement or omissionectkat Ares Management LLC or the Administrator;yided that (subject to
Section 6(d) below) any such settlement is effeeti#d the written consent of the Company;

(iii) against any and all expense whatsogas incurred (including the fees and disburseésngicounsel chosen by Merrill
Lynch), reasonably incurred in investigating, prapgor defending against any litigation, or anydstigation or proceeding by any
governmental agency or body, commenced or thredtemeany claim whatsoever based upon any suclhiestatement or omission
related to Ares Management LLC or the Administratorany such alleged untrue statement or omigsilated to Ares Management
LLC or the Administrator, to the extent that angls@expense is not paid under (i) or (ii) above;

provided, however, that (i) this indemnity agreement shall not agplany loss, liability, claim, damage or experséhe extent arising out
any untrue statement or omission or alleged urdtaiement or omission made in reliance upon awdmformity with written information
furnished to the Company by any Underwriter throdgrrill Lynch expressly for use in the RegistratiStatement (or any amendment
thereto), including the Rule 430A Information oigreliminary prospectus or the
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Prospectus (or any amendment or supplement thexetbiii) this indemnity agreement shall not applith respect to any particular
Underwriter, to any loss, liability, claim, damageexpense to the extent arising out of any urgtagzment or omission or alleged untrue
statement or omission contained in any prelimimanpspectus to the extent that the Company complitidits prospectus delivery
requirements contained herein and the particulatedmriter was legally required to and failed togen give a copy of the Prospectus, as
amended or supplemented, to the person alleginydefect and the untrue statement or alleged ustatement of a material fact or omiss
or alleged omission to state a material fact irhgueliminary prospectus was corrected in suchpgaasis, as amended or supplemented.

(b) Indemnification of Company, Directors, Officefglviser and Administrator. Each Underwriter severally agrees to indemaify
hold harmless the Company, its directors, eacksdadfficers, each person, if any, who controls@oenpany, the Adviser or the Administrator
within the meaning of Section 15 of the 1933 AcBexction 20 of the 1934 Act, the Adviser and thenkdstrator against any and all loss,
liability, claim, damage and expense describedhiénibdemnity contained in subsection (a) of thisti®a, as incurred, but only with respeci
untrue statements or omissions, or alleged untaiersents or omissions, made in the RegistratiateBtent (or any amendment thereto),
including the Rule 430A Information or any preliraiy prospectus or the Prospectus (or any amendoneoipplement thereto) in reliance
upon and in conformity with written information fiished to the Company by such Underwriter througnrM Lynch expressly for use in tt
Registration Statement (or any amendment theretsdich preliminary prospectus or the Prospectuarfgramendment or supplement
thereto).

(c) Actions against Parties; Notification. Each indemnified party shall give notice asypptly as reasonably practicable to each
indemnifying party of any action commenced agaitrist respect of which indemnity may be sought bheer (an "Action"), but failure to so
notify an indemnifying party shall not relieve suademnifying party from any liability hereunderttte extent it is not materially prejudiced
as a result thereof and in any event shall nagvelit from any liability which it may have otheseithan on account of this indemnity
agreement. In the case of parties indemnified unsto Section 6(a)(1) or (2) above, counsel tartdemnified parties shall be selected by
Merrill Lynch, and, in the case of parties indenedfpursuant to Section 6(b) above, counsel tarttiemnified parties shall be selected by
Company. An indemnifying party may participatetatdwn expense in the defense of any such Acfioovided, however, that counsel to tt
indemnifying party shall not (except with the comntsef the indemnified party) also be counsel toitttemnified party. In no event shall the
indemnifying parties be liable for fees and experafemore than one counsel (in addition to anyllooansel) separate from their own
counsel for all indemnified parties in connectiovany one Action or separate but similar or mdiafctions in the same jurisdiction arising
out of the same general allegations or circumstaride indemnifying party shall, without the prioritien consent of the indemnified parties,
settle or compromise or consent to the entry ofjadgment with respect to any litigation, or anyestigation or proceeding by any
governmental agency or body, commenced or thredtemeny claim whatsoever in respect of which md#ication or contribution could k
sought under this Section 6 or Section 7 hereokthdr or not the indemnified parties are actuglatential parties thereto), unless such
settlement, compromise or consent (i) includesramonditional release of each indemnified party frdhiability arising out of such
litigation, investigation, proceeding or claim (i}l does not include a statement as to or an aslorisof fault, culpability or a failure to act
or on behalf of any indemnified party. Notwithstarmglanything to the contrary herein, neither theuasption of the defense of any such
Action nor the payment of any fees or expensesaglthereto shall be deemed to be an admissiohebintlemnifying party that it has
obligation to indemnify any person pursuant to thigeement.
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(d) Settlement Without Consent if Failure to Reirabu If at any time an indemnified party shall haequested an indemnifying
party to reimburse the indemnified party for feaed axpenses of counsel, such indemnifying partgegthat it shall be liable for any
settlement of the nature contemplated by Sectiaj(B(ii) or 6(a)(2)(ii) effected without its wréh consent if (i) such settlement is entered
into more than 45 days after receipt by such indfyimg party of the aforesaid request, (ii) sucdemnifying party shall have received not
of the terms of such settlement at least 30 dags far such settlement being entered into andgiigh indemnifying party shall not have
reimbursed such indemnified party in accordancé witch request prior to the date of such settlement

SECTION 7. Contribution. If the indemnification provided for in Sectiérhereof is for any reason unavailable to or irisigfit to
hold harmless an indemnified party in respect gflasses, liabilities, claims, damages or expensiesred to therein, then each indemnify
party shall contribute to the aggregate amountiohdosses, liabilities, claims, damages and exgeimeurred by such indemnified party, as
incurred, (i) in such proportion as is appropriateeflect the relative benefits received by thenpany, the Adviser and the Administrator on
the one hand and the Underwriters on the other frandthe offering of the Securities pursuant tis thgreement or (ii) if the allocation
provided by clause (i) is not permitted by appliedbw, in such proportion as is appropriate téextfnot only the relative benefits referred to
in clause (i) above but also the relative faulthef Company, the Adviser and the Administratortendne hand and of the Underwriters or
other hand in connection with the statements oseimins which resulted in such losses, liabilit@sims, damages or expenses, as well a
other relevant equitable considerations.

The relative benefits received by the Conypthe Adviser and the Administrator on the onechand the Underwriters on the other h
in connection with the offering of the Securitiagguant to this Agreement shall be deemed to ieeiisame respective proportions as the
total net proceeds from the offering of the Se@sipursuant to this Agreement (before deductinmpesges) received by the Company and the
total underwriting discount received by the Undéimvs, in each case as set forth on the covereoPtlospectus, bear to the aggregate initial
public offering price of the Securities as setiarh the cover of the Prospectus.

The relative fault of the Company, the Ashriand the Administrator on the one hand and tidetvriters on the other hand shall be
determined by reference to, among other thingsheneany such untrue or alleged untrue statemeatoedterial fact or omission or alleged
omission to state a material fact relates to inftfam supplied by the Company, the Adviser anddtiministrator or by the Underwriters and
the parties' relative intent, knowledge, accessftrmation and opportunity to correct or prevemtls statement or omission.

The Company, the Adviser, the Administratnd the Underwriters agree that it would not s gund equitable if contribution pursuan
this Section 7 were determined by pro rata allocageven if the Underwriters were treated as otigyeior such purpose) or by any other
method of allocation which does not take accounhefequitable considerations referred to abovhigSection 7. The aggregate amount of
losses, liabilities, claims, damages and expemsesned by an indemnified party and referred tovahia this Section 7 shall be deemed to
include any legal or other expenses reasonablyri@diby such indemnified party in investigatinggjparring or defending against any
litigation, or any investigation or proceeding byaovernmental agency or body, commenced or thneat, or any claim whatsoever based
upon any such untrue or alleged untrue statememtnéssion or alleged omission.

Notwithstanding the provisions of this Seat7, no Underwriter shall be required to conttédbany amount in excess of the amount by
which the total price at which the Securities umdéten by it and distributed to the public werderéd to the public exceeds the amount of
any damages which such
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Underwriter has otherwise been required to payelagon of any such untrue or alleged untrue stateonemmission or alleged omission.

No person guilty of fraudulent misrepresgion (within the meaning of Section 11(f) of tH&338 Act) shall be entitled to contribution
from any person who was not guilty of such fraudulaisrepresentation.

For purposes of this Section 7, each peiigamy, who controls an Underwriter within the améng of Section 15 of the 1933 Act or
Section 20 of the 1934 Act and each Underwriteffgidtes and selling agents shall have the samltsito contribution as such Underwriter,
and each director of the Company, each officehef@ompany, and each person, if any, who continel€Company, Adviser or Administrator
within the meaning of Section 15 of the 1933 AcBection 20 of the 1934 Act shall have the sam@sitp contribution as the Company,
Adviser or Administrator, as the case may be. Thddswriters' respective obligations to contributespiant to this Section 7 are several in
proportion to the number of Initial Securities B®th opposite their respective names in Schedutereto and not joint.

SECTION 8. Representations, Warranties and Agreementsitgv@.  All representations, warranties and agreemeorigained in
this Agreement or in certificates of officers oétG@ompany, the Subsidiary, the Adviser and the Adstrator submitted pursuant hereto, s
remain operative and in full force and effect refigss of (i) any investigation made by or on beb&Hny Underwriter or its Affiliates or
selling agents, any person controlling any Undeexrits officers or directors or any person coltirg the Company and (ii) delivery of and
payment for the Securities.

SECTION 9. Termination of Agreement.

(@) Termination; General. The Representatives may terminate this Agregrbgmotice to the Company, at any time at orpigo
Closing Time (i) if there has been, since the tohexecution of this Agreement or since the respedatates as of which information is given
in the Prospectus, any material adverse chandeindndition, financial or otherwise, or in thereags, business affairs or business prospects
of the Company and the Subsidiary considered agptezprise, the Adviser or the Administrator, wieetor not arising in the ordinary cou
of business, or (ii) if there has occurred any maltadverse change in the financial markets indh@ed States or the international financial
markets, any outbreak of hostilities or escalatiwareof or other calamity or crisis or any changdevelopment involving a prospective
change in national or international political, fitéal or economic conditions, in each case thecefiéwhich is such as to make it, in the
judgment of the Representatives, impracticablemadvisable to market the Securities or to enfomrdracts for the sale of the Securities
(iii) if trading in any securities of the Compangshbeen suspended or materially limited by the Cmsion or Nasdaqg National Market, or if
trading generally on the American Stock ExchangemMNew York Stock Exchange or in the Nasdaq Matidlarket has been suspended or
materially limited, or minimum or maximum prices toading have been fixed, or maximum ranges fargsrhave been required, by any of
said exchanges or by such system or by order a€tdmemission, the National Association of Securibeslers, Inc. or any other
governmental authority, or (iv) a material disropthas occurred in commercial banking or securit&ement or clearance services in the
United States, or (v) if a banking moratorium hasrbdeclared by either Federal or New York auttesrit

(b) Liabilities. If this Agreement is terminated pursuant tg tBéction, such termination shall be without ligpibf any party to any
other party except as provided in Section 4 heraud, provided further that Sections 1, 6, 7 anldal survive such termination and remain in
full force and effect.

SECTION 10. Default by One or More of the Underwriters.If one or more of the Underwriters shall failGlosing Time or a Date
Delivery to purchase the Securities which it oythee obligated to purchase under this Agreeméet'efaulted Securities"), the
Representatives shall
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have the right, within 24 hours thereafter, to makangements for one or more of the non-defaultingerwriters, or any other underwriters,
to purchase all, but not less than all, of the Diééal Securities in such amounts as may be agneaa and upon the terms herein set forth; if,
however, the Representatives shall not have coegplich arrangements within such 24-hour periah;:th

(i) if the number of Defaulted Secusstidoes not exceed 10% of the number of Securdies purchased on such date, each of
the non-defaulting Underwriters shall be obligateslserally and not jointly, to purchase the fullamt thereof in the proportions that
their respective underwriting obligations hereunear to the underwriting obligations of all norfadéting Underwriters, or

(ii) if the number of Defaulted Securitiexceeds 10% of the number of Securities to behased on such date, this Agreement
or, with respect to any Date of Delivery which ocafter the Closing Time, the obligation of theddrwriters to purchase and of the
Company to sell the Option Securities to be puretiand sold on such Date of Delivery shall terngneithout liability on the part of
any non-defaulting Underwriter.

No action taken pursuant to this Secticallgklieve any defaulting Underwriter from lialtyliin respect of its default.

In the event of any such default which deesresult in a termination of this Agreementinrthe case of a Date of Delivery which is
after the Closing Time, which does not result ieranination of the obligation of the Underwriteospurchase and the Company to sell the
relevant Option Securities, as the case may begraihe Representatives or the Company shall Heeveght to postpone Closing Time or the
relevant Date of Delivery, as the case may beafperiod not exceeding seven days in order to tediieg required changes in the Registration
Statement or Prospectus or in any other documergsangements. As used herein, the term "Undesirihcludes any person substituted
an Underwriter under this Section 10.

SECTION 11. Tax Disclosure. Notwithstanding any other provision of this Agment, from the commencement of discussions with
respect to the transactions contemplated herebyCtimpany (and each employee, representative er atfent of the Company) may discl
to any and all persons, without limitation of angd the tax treatment and tax structure (as seichg are used in Sections 6011, 6111 and
6112 of the U.S. Code and the Treasury Regulapoosiulgated thereunder) of the transactions conlegeb by this Agreement and all
materials of any kind (including opinions or otl&x analyses) that are provided relating to sughreatment and tax structure.

SECTION 12. Notices. All notices and other communications hereursthedl be in writing and shall be deemed to haven luzdy
given if mailed or transmitted by any standard faftelecommunication. Notices to the Underwritelall be directed to the Representatives
at 4 World Financial Center, New York, New York 800 attention of Colbert Narcisse, with a copy t®#, Frank, Harris, Shriver &
Jacobson LLP, One New York Plaza, New York, Newkyt®004, attention Valerie Ford Jacob; and notiodee Company, the Adviser and
Administrator shall be directed to them at 1999 dwe of the Stars, Suite 1900, Los Angeles, CA 9pag&ntion of Kevin Frankel, with a
copy to Proskauer Rose LLP, 2049 Century Park Bas€ Floor, Los Angeles, CA 90067-3206, attention: Mieh&. Woronoff.

SECTION 13. Parties. This Agreement shall each inure to the beméfiand be binding upon the Underwriters and then@any anc
their respective successors. Nothing expressedeatiomed in this Agreement is intended or shaltdmestrued to give any person, firm or
corporation, other than the Underwriters, the Camgpthe Adviser and the Administrator and theipextive successors and the controlling
persons and officers and directors referred toeictiBns 6 and 7 and their heirs and legal repratiees, any legal or equitable right, remedy
or claim under or in respect of this Agreementmy provision herein contained. This Agreement dhdamditions and provisions hereof
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are intended to be for the sole and exclusive flieofethe Underwriters, the Company, the Advised #me Administrator and their respective
successors, and said controlling persons and offaed directors and their heirs and legal reptasigas, and for the benefit of no other
person, firm or corporation. No purchaser of Sémgifrom any Underwriter shall be deemed to beaassor by reason merely of such
purchase.

SECTION 14. GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF NEW YORK, INCLUDING W HOUT LIMITATION SECTION 5-1401 OF THE NEW YORK
GENERAL OBLIGATIONS LAW.

SECTION 15. TIME. TIME SHALL BE OF THE ESSENCE OF THIS AGREEMENEXCEPT AS OTHERWISE SET FORTH
HEREIN, SPECIFIED TIMES OF DAY REFER TO NEW YORKTY TIME.

SECTION 16. Counterparts. This Agreement may be executed in any numbepohterparts, each of which shall be deemed to be
an original, but all such counterparts shall togettonstitute one and the same Agreement.

SECTION 17. Effect of Headings. The Section headings herein are for convenienteand shall not affect the construction hereof.
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If the foregoing is in accordance with youmderstanding of our agreement, please sign dachri the Company a counterpart hereof,
whereupon this instrument, along with all countetfawill become a binding agreement between theddnriters, the Company, the Adviser
and the Administrator in accordance with its terms.

Very truly yours,
COMPANY:
ARES CAPITAL CORPORATION

By

Name:
Title:

ADVISER:
ARES CAPITAL MANAGEMENT LLC

By

Name:
Title:

ADMINISTRATOR:
ARES TECHNICAL ADMINISTRATION LLC

By

Name:
Title:
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CONFIRMED AND ACCEPTED,
as of the date first above writte

MERRILL LYNCH & CO.

MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED

WACHOVIA CAPITAL MARKETS, LLC
JEFFERIES & COMPANY, INC.

LEGG MASON WOOD WALKER,
INCORPORATED

RBC CAPITAL MARKETS CORPORATIOMN

By: MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED

By

Authorized Signator

For themselves and as Representatives of the
other Underwriters named in Schedule A her
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SCHEDULE A

Number of Initial
Name of Underwriter Securities

Sch A-1




SCHEDULE B
ARES CAPITAL CORPORATION

* Shares of Common Stock
(Par Value $.001 Per Share)

1. The public offering price per shtoethe Securities, determined as provided in Sadtion 2, shallbe $ -

2. The purchase price per share foSgheurities to be paid by the several Underwrsbidl be $ ¢, being an amount equal to the
public offering price set forth above less $ per share; provided that the purchase pricetmmesor any Option Securities purchased upon
the exercise of the overallotment option describeBlection 2(b) shall be reduced by an amount lparesequal to any dividends or
distributions declared by the Company and payablthe Initial Securities but not payable on thei@pSecurities.

Sch B-1




SCHEDULE C
List of persons and entities
subject to lock-up

Ares Management LLC

Ares Capital Management LLC
Ares Technical Administration LLC
Michael J. Arougheti

Douglas E. Coltharp

Kevin A. Frankel

Merritt S. Hooper

John Kissick

Daniel F. Nguyen

Antony P. Ressler

Robert L. Rosen

Bennett Rosenthal

David Sachs

Eric B. Siegel

Sch C-1




Exhibit A
[PROSKAUER ROSE LLP LETTERHEAD]
[Date

Merrill Lynch & Co.

Merrill Lynch, Pierce, Fenner & Smith
Incorporated

Wachovia Capital Markets, LLC

Jefferies & Company, Inc.

Legg Mason Wood Walker, Incorporated

RBC Capital Markets Corporation

as Representatives of the several Underwriters

c/o Merrill Lynch & Co.

4 World Financial Center

250 Vesey Street

New York, New York 1028:

Re: Ares Capital Corporation
Ladies and Gentlemen:

We have acted as special counsel to Arggt&l&orporation, a Maryland corporation (the "Gmany"), in connection with its sale of
(i) <+ shares (the "Firm Shares") of Comn&tack, $.001 par value, of the Company (the "Com&imtk") and (ii) at the Underwriters'
option, up to an additional ¢ shares of ComrBtock (the "Option Shares" and, together withRinm Shares, the "Shares") to the
Underwriters (as defined below) pursuant to thecRase Agreement, dated < (the "Purchase Agrst), among the Company, Merrill
Lynch & Co., Merrill Lynch, Pierce, Fenner & Smitficorporated ("Merrill Lynch™), Wachovia Capital Mets, LLC, Jefferies &
Company, Inc., Legg Mason Wood Walker, Incorporated RBC Capital Markets Corporation and each efotiner Underwriters named in
Schedule A thereto (collectively, the "Underwritgrsnd the other parties thereto. This opiniondmp delivered to you pursuant to Section 5
(b) of the Purchase Agreement. Unless otherwisiael@herein, capitalized terms defined in the PasehAgreement and used herein shall
have the meanings ascribed to them in the Purchgisement.

In connection with the rendering of thisropn, we have examined originals or copies, dedibr otherwise identified to our satisfacti
of such receipts of public officials, certificatefsofficers or other representatives of the Compamgs Capital CP Funding LLC, a Delaware
limited liability company (the "Subsidiary"), Ar€apital Management LLC, a Delaware limited liagilitompany (the "Adviser"), and others
and other documents, corporate records and instrisnas we have deemed relevant as a basis fopthies set forth below, including,
without limitation:

(1) an executed copy of the Purchase égent;
(2) the Certificate of Formation of thelAser;
(3) the Limited Liability Company Agreentedated as of April 20, 2004, of the Adviser;

(4) the Registration Statement on Forr (Registration No. « ) filed with the Setigs and Exchange Commission (the
"Commission") on « with respect to the regisbn of the Shares under the Securities Act 831@s in effect as of the date hereof
(the "1933 Act"), including information deemed t® bart of the registration statement at the timeffagfctiveness pursuant to
Rule 430A of the General Rules and Regulations uthae1933 Act (the "Rules and Regulations") (stegfistration statement, as so
amended and declared effective on + at




e p.m., including the registration statemf@eatl pursuant to Rule 462(b) of the 1933 Act Ragians (File No. + ), being
hereinafter referred to as the "Registration Statah);

(5) the final prospectus, dated «elating to the Shares in the form filed with Bemmission pursuant to Rule 497(h) of the
Rules and Regulations (such final prospectus bleémginafter referred to as the "Prospectus");

(6) a specimen of the certificate to bedito evidence the Shares (the "Specimen™);

(7) the Investment Advisory and Managetegreement by and between the Company and theséduilated as of
September 30, 2004 (the "Investment Advisory Agremtt);

(8) the Administration Agreement by aredvbeen the Company and Ares Technical AdministnatioC, a Delaware limited
liability company (the "Administrator"), dated aE®eptember 30, 2004 (the "Administration Agreerfient

(9) resolutions of the Board of Directofgshe Company, adopted , 2005 anduéisos of the Pricing Committee of the
Board of Directors of the Company adopted as of , 2005 as certified by the Secretary ofGoenpany (collectively, the "Board
Resolutions");

(10) the certificate of Michael J. Arough&resident of the Company, Kevin A. Frankel, €idempliance Officer and Secretary
of the Company, and Daniel F. Nguyen, Chief Finan©fficer of the Company, dated the date herdw {Company's Certificate");

(11) the certificate of Kevin A. Frankelhi&f Compliance Officer of the Adviser, and DarfielNguyen, Chief Financial Officer
of the Company, dated the date hereof (the "Ad\@<eertificate");

(12) certificates from the Secretary oftStf the State of California, dated 002, certifying that the Company and the
Subsidiary are each authorized to do businessistate of California (the "California Certifica}g"

(13) certificates, dated , 20006m the Secretary of State of the State of Detaves to the Adviser's and the Subsidiary's
existence and good standing in such jurisdictibe (Delaware Certificates");

(14) Sale and Servicing Agreement, dateaf &ovember 3, 2004, among the Subsidiary, the @m and certain conduits and
institutional lenders agented by Wachovia Capitaliéts, LLC, U.S. Bank National Association, astee, and Lyon Financial
Services, Inc. (D/B/A U.S. Bank Portfolio Servicea$ the backup servicer and Purchase and Saleigrd, dated as of Novembel
2004, by and among Ares Capital Corporation and Arapital CP Funding LLC (collectively, the "Fatgif);

(15) the Certificate of Formation, datedd@ber 29, 2004, of the Subsidiary; and
(16) the Limited Liability Company Agreentedated October 29, 2004, of the Subsidiary.

In giving this opinion, we have assumeddbauineness of all signatures, the legal capafitatural persons and the authenticity of all
documents we have examined. We have also assuiaeektth certificate evidencing Shares is ideniicdrm to the Specimen. As to
guestions of fact relevant to this opinion, withanly independent verification, we have relied ugon assumed the accuracy of, the
representations and warranties of each party t®tinehase Agreement, the Investment Advisory Ageegnand the Administration
Agreement (collectively, the "Primary Agreement@ii written statements of certain public officidée also have assumed, without any
independent verification, compliance by each ptrtthe Primary Agreements with each party's agre¢sria the Primary Agreements, and
that the Primary Agreements constitute the legaldvand binding




obligations of the parties to the Primary Agreemexntd are enforceable against each party to theaBriAgreements in accordance with the
terms of the Primary Agreements.

As used herein:

(A) "Applicable Contracts" means the cants listed as exhibits k(1) to k(9) to the Reagisbn Statement which have been
identified to us as all the contracts that are nigtto the business or financial condition of tbempany and the Subsidiary;

(B) "Applicable Laws" means the Limitedability Company Act of the State of Delaware (D@hde tit 6 §18-101 through §18-
1109) (the "DLLCA") and those laws, rules and regjohs of the State of New York and the federalslamules and regulations of the
United States of America, in each case that, ineaperience, are normally applicable to transastwmirthe type contemplated by the
Purchase Agreement (other than state securitiBkiersky laws, state and federal labor and employrasvs, antifraud laws and the
rules and regulations of the National AssociatibSecurities Dealers, Inc.), but without our havingde any special investigation as
to the applicability of any specific law, rule @gulation;

(C) "Applicable Orders" means those judgtaeorder or decrees identified on Schedule Itbewehich have been identified to
by an officer of the Company as the only judgmeorttders or decrees that are material to the Compadythe Subsidiary;

(D) "Governmental Approval" means any @mrsapproval, license, authorization or validatdpor filing, qualification or
registration with, any Governmental Authority regai to be made or obtained by the Company or tisi8iary pursuant to
Applicable Laws, other than any consent, apprdicgnse, authorization or validation of, or filingalification or registration that
may have become applicable as a result of the wewoént of any party (other than the Company anditiiesidiary) in the transactio
contemplated by the Purchase Agreement or becdsselo parties' legal or regulatory status or bseaf any other facts specifically
pertaining to such parties; and

(E) "Governmental Authorities" means aowrt, regulatory body, administrative agency oregyonnental body of the State of
Delaware, the State of New York or the United StateAmerica having jurisdiction over the Compamythee Subsidiary under
Applicable Laws.

The opinions set forth below are subjedhtofollowing further qualifications, assumpticersd limitations:
(&) the opinion set forth in paragraptélow is based solely on the California Certiféga
(b) the opinions set forth in paragraptig and (xvii) below are based solely on the Dedae Certificates;

(c) we do not express any opinion ashiodffect on the opinions expressed herein oh@)dompliance or noncompliance of any
party to the Purchase Agreement (other than witheaet to the Company to the extent necessary tierehe opinions set forth here
with any state, federal or other laws or regulaiapplicable to it or them or (ii) the legal or uégjory state or the nature of the
business of any party (other than with respedaiéoGompany, the Subsidiary and the Adviser to #tent necessary to render the
opinions set forth herein);

(d) when reference is made in this opirtmour "knowledge" of certain matters or to matttknown to us," it means the actual
present knowledge of those matters by the attoraegar firm directly involved in acting as counsekhe Company;

(e) the opinions set forth in paragrafitis (v), and (xiii) below are based solely on aliscussions with the officers or other
representatives of the Company responsible fonthters discussed therein, our review of documfemtéshed to us by the Compal
and our reliance on




the representations and warranties of the partieamed in the Purchase Agreement and the Congp@&eytificate and our review of
Applicable Law; we have not made any other inqaineinvestigations or any search of the publickébcecords or any court,
governmental agency or body or administrative agenc

() we do not express any opinion aarg laws other than Applicable Laws. Insofar asapi@ions expressed herein relate to
matters governed by laws other than those set foittie preceding sentence, we have assumed, witlaming made any independent
investigation, that such laws do not affect anyhefopinions set forth herein. The opinions exméddw®rein are based on laws in ef
on the date hereof, which laws are subject to chavith possible retroactive effect; and

(g) the opinions set forth in paragrapf lfelow assume that (A) all of the assets owngthe Company constitute "permissible
assets" as described in paragraphs (1) throughf &@ction 55(a) of the 1940 Act, (B) the Compaayg bffered to make significant
managerial assistance available (as defined iA94€ Act) to each of the issuers of securitieans owned by the Company and
(C) the Company will comply with the Diversificatiolests (as described in the Prospectus) on ellaat dates.

Based upon the foregoing and subject tdittigations, qualifications, exceptions and asstions set forth herein, we are of the opinion
that:

(i) The Company and the Subsidiary aehequalified to transact intrastate businesseérState of California.

(i) The execution and delivery of theréhase Agreement by the Company and the Advisertl@consummation by the
Company and the Adviser of the transactions conlateqh thereby on the date hereof, including thearsse and sale of the Firm
Shares and the use of a portion of the proceedsthe sale of the Shares to repay outstanding tedabss under the Facility, do not
(x) constitute a violation of, or a breach or défamder, the terms of any Applicable Contractygr\iolate or conflict with, or result i
any contravention of any Applicable Law or any Apgable Order. We do not express any opinion, howesto whether the
execution, delivery or performance by any suchqrecf the Purchase Agreement will constitute aatioh of, or a default under, any
covenant, restriction or provision with respectit@ncial ratios or tests or any aspect of therfaial condition or results of operations
of the Adviser or the Company or any of its sulzgiéis.

(i) The Registration Statement, at timeet it became effective, and the Prospectus, #@s date, complied as to form in all
material respects to the requirements of the 1983tAe Rules and Regulations, the Investment Axlgig\ct of 1940, as amended (
"Advisers Act") and the Form N-2 Registration Stagmt promulgated by the Commission, except thatith case we do not express
any opinion as to the financial statements anddidike and other financial data included thereiexmluded therefrom, or the financ
data included in any exhibits thereto, and, we aloassume any responsibility for the accuracy, detepess or fairness of the
statements contained in the Registration Stateorethie Prospectus.

(iv) To our knowledge, there are no legrayjovernmental proceedings pending to which theagamy, the Subsidiary or the
Adviser is a party or to which any property of bempany, the Subsidiary or the Adviser is subjeat &re required to be disclosed in
the Prospectus pursuant to Item 12 of the FormR¢gistration Statement promulgated by the Commistsiat are not so disclosed.

(v) To our knowledge, except as discloseithe Registration Statement, there are no psradth rights to have any sale of
securities registered pursuant to the Registréiatement or otherwise registered by the Compadgmuime 1933 Act.
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(vi) The statements in the Prospectus utiecaption "Regulation,” insofar as such stat@spurport to summarize matters of
law, legal matters or legal conclusions, fairly soamize such provisions in all material respects.

(vii) The statements in the Prospectus utftecaption "Material U.S. Federal Income Tax §lderations," insofar as such
statements purport to summarize matters of lavgllewtters or legal conclusions, fairly summarizetsprovisions in all material
respects.

(viii) Immediately following the purchasadsale of the Firm Shares, the Company will natdagiired to register as an
"Investment Company" under the Investment Compartyof 1940, as amended, and the rules and regntatireunder (collectivel
the "1940 Act").

(ix) To our knowledge, no Governmental Apgl, that has not been obtained or taken andtignrfull force and effect, is
required to authorize, or is required in connectigth, the execution or delivery of the Purchasee®gnent by the Company or the
Adviser, as applicable, the consummation by the @y or the Adviser of the transactions contemglétereby on the date hereof,
including the issuance and sale of the Firm Shamnesthe use of a portion of the proceeds from &lte af the Shares to repay
outstanding indebtedness under the Facility asrifhestin the Prospectus.

(x) The Investment Advisory Agreementteams the provisions required by Section 205 ofAldeisers Act and Section 15 of
the 1940 Act.

(xi) The Company has filed a Notice ofdien with the Commission pursuant to Section 54fahe 1940 Act. The Notification
of Election filed by the Company with the Commissammplied as to form in all material respects wfith 1940 Act and the rules and
regulations thereunder.

(xii) The Adviser has been duly formed &haalidly existing as a limited liability compaiy good standing under the DLLCA.

(xiii) The Adviser has the limited liabifitompany power and authority to execute and dethve Purchase Agreement under the
DLLCA. The Purchase Agreement has been duly awtbdriexecuted and delivered by the Adviser.

(xiv) The Adviser is registered with ther@mission as an investment adviser under the Advi&et. To our knowledge, (a) the
Adviser is not prohibited by the Advisers Act oeth940 Act from acting under the Investment Adwsagreement as an investment
adviser to the Company, as contemplated by thesRagjon Statement and the Prospectus, and (19 thero proceeding pending that
could reasonably be expected to adversely affectdbistration of the Adviser with the Commission.

(xv) To our knowledge, there are no corntraequired to be described in the Prospectudeat fis exhibits to the Registration
Statement that are not described or filed as reduir

We have been orally advised by the Commiisiat the Registration Statement was declaregttdfe under the 1933 Actat < p.m.
* , and we have been orally advised byGbmmission that no stop order suspending thetefémess of the Registration Statement

has been issued and, to our knowledge, no proogétin that purpose have been instituted or areipgror threatened by the Commission.
The Prospectus was filed with the Commission inntla@ner and within the time period required by Ri8&(h) of the Rules and Regulations.

In the course of the preparation of thei&egfion Statement and the Prospectus, we havieipated in conferences with certain officers

and other representatives of the Company, the Sialogi the Adviser and the Administrator, with repentatives of the independent or
certified public accountants for the Company anthwepresentatives of the Representatives and ebfors
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the Underwriters at which the contents of the Regfion Statement and the Prospectus and relatédnmavere discussed. We do not pass
upon or assume any responsibility for the accureagpleteness or fairness of the statements cattamthe Registration Statement or the
Prospectus and have made no independent checkificateon thereof other than as expressly sethfantthis opinion. On the basis of the
foregoing, nothing has come to our attention thaiilel lead us to believe that the Registration &tate (other than the financial statements
and related notes thereto and the other finanoidle&counting data set forth therein or omittedeftem, as to which we express no view), as
of its effective date, contained an untrue statdraBa material fact or omitted to state a matdrat necessary to make the statements thereir
not misleading or that the Prospectus (other tharfihancial statements and related notes theretdlee other financial and accounting data
set forth therein or omitted therefrom, as to whighexpress no view) as of its date and the CloSig, contained or contains an untrue
statement of a material fact or omitted or omitstate a material fact necessary to make the stasntherein, in light of the circumstances
under which they were made, not misleading.

This opinion is addressed to you and islgdbr your benefit, and the benefit of the otherderwriters, and only in connection with the
closing of the transactions contemplated by thefase Agreement occurring today. Our opinion isimeding on the Internal Revenue
Service or on the courts, and, therefore, provideguarantee or certainty as to results. Withoutpoor written consent, this letter may not
used, circulated, quoted or otherwise referreata@hy other purpose or relied upon by, or assigogdny other person for any purpose,
including any other person that acquires Sharéisatrseeks to assert your rights in respect ofi¢iiier (other than your successor in interest
by means of merger, consolidation or other sintii@nsaction).

Very truly yours,
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Exhibit B

[LETTERHEAD OF VENABLE LLP]
, 2005

MERRILL LYNCH & CO.
Merrill Lynch, Pierce, Fenner & Smith Incorporated
Wachovia Capital Markets, LLC
Jefferies & Company, Inc.
Legg Mason Wood Walker, Incorporated
RBC Capital Markets Corporation
as Representatives of the several Underwriters
c/o Merrill Lynch & Co.
Merrill Lynch, Pierce, Fenner & Smith
Incorporated
4 World Financial Center
New York, New York 1008

ReAres Capital Corporation
Ladies and Gentlemen:

We have served as Maryland counsel for &agital Corporation, a Maryland corporation (t@®thpany"), and a business developn
company under the Investment Company Act of 19d@naended (the "1940 Act"), in connection with @@rmatters of Maryland law
arising out of the sale and issuance of ¢ reshéthe "Shares") of Common Stock, $.001 par vp&reshare (the "Common Stock"), of the
Company, pursuant to the Purchase Agreement, dated(the "Purchase Agreement"), by and amoergbmpany, Ares Capital
Management LLC, a Delaware limited liability compdthe "Adviser"), Ares Technical Administration O, a Delaware limited liability
company (the "Administrator"), and Merrill Lynch &o. and Merrill Lynch, Pierce, Fenner & Smith Ingorated, Wachovia Capital Marke
LLC, Jefferies & Company, Inc., Legg Mason Wood Wéa| Incorporated and RBC Capital Markets Corporatis Representatives of the
Underwriters named in Schedule A to the Purchagedgent (collectively, the "Underwriters"). Thisnfi did not participate in the
negotiation or drafting of the Purchase Agreement.

This opinion is being delivered to you puast to Section 5(b) of the Purchase Agreementedssnbtherwise defined herein, capitalized
terms used herein have the meanings given to theéheiPurchase Agreement.

In connection with our representation & @ompany, and as a basis for the opinion hereinsét forth, we have examined originals, or
copies certified or otherwise identified to ourisfatction, of the following documents (hereinaftetlectively referred to as the "Document:

1. The Registration Statement on For2 (RFile No. + pf the Company, relating to the Shares, and allnraiments theret
and including the registration statement filed parg to Rule 462(b) of the 1933 Act Regulationse(Rio. * ) (collectively, the
"Registration Statement”), filed with the Unitechtés Securities and Exchange Commission underateriies Act of 1933, as
amended, and the form of Prospectus, dated (the "Prospectus"), included therein;

2. The charter of the Company (the 'I@&d), certified as of a recent date by the SRepartment of Assessments and
Taxation of Maryland (the "SDAT");

3. The Bylaws of the Company (the "Bydd), certified as of the date hereof by an officethe Company;




4. A certificate of the SDAT as to th@od standing of the Company, dated as of a retast

5. Resolutions adopted by the BoarBioéctors of the Company, or by a duly authorizethmittee thereof (the
"Resolutions"), relating to, among other mattea3 the sale and issuance of the Shares to the Writhss, (b) the authorization of the
execution and delivery by the Company of the Comgpfsgreements (as defined herein), and (c) the issiaf the shares of Common
Stock issued and outstanding as of the date herexified as of the date hereof by an officerhef Company;

6. Resolutions of the sole stockholofethe Company relating to the approval of the btieent Advisory Agreement (as
defined herein), certified as of the date herecdhyfficer of the Company;

7. The form of certificate representsiares of Common Stock (the "Common Stock Ceatiit), certified as of the date
hereof by an officer of the Company;

8. The Purchase Agreement, certifiedfabe date hereof by an officer of the Company;

9. The Investment Advisory and Manageh#greement, dated as of September 30, 2004 [tiveStment Advisory
Agreement"), by and between the Company and thes&dwcertified as of the date hereof by an offigiethe Company;

10. The Administration Agreement, datedbaSeptember 30, 2004 (the "Administration Agreathand, together with the
Purchase Agreement and the Investment Advisory éxgent, the "Company Agreements"), by and betweeiCtdmpany and the
Administrator, certified as of the date hereof byoéficer of the Company;

11. A certificate executed by an offioéthe Company, dated as of the date hereof (tliicéd's Certificate); and

12. Such other documents and mattersedsawve deemed necessary or appropriate to expespinion set forth below, subije
to the assumptions, limitations and qualificatisteted herein.

In expressing the opinion set forth belox, have assumed the following:

1. Each individual executing any of ih@cuments, whether on behalf of such individuahwother person, is legally compet
to do so.

2. Each individual executing any of ecuments on behalf of a party (other than the amg) is duly authorized to do so.

3. Each of the parties (other thanGbenpany) executing any of the Documents has duliyvatidly executed and delivered
each of the Documents to which such party is aasayg, and such party's obligations set forth timeaee legal, valid and binding and
are enforceable in accordance with all stated terms

4. Al Documents submitted to us agjioils are authentic. The form and content of altlments submitted to us as
unexecuted drafts do not differ in any respectviaié to this opinion from the form and content ofls Documents as executed and
delivered. All Documents submitted to us as cextiifor photostatic copies conform to the originaludoents. All signatures on all
Documents are genuine. All public records reviewettlied upon by us or on our behalf are true @plete. All representations,
warranties, statements and information containgderDocuments are true and complete. There hasraeeral or written
modification of or amendment to any of the Docurseahd there has been no waiver of any provisi@angfof the Documents, by
action or omission of the parties or otherwise.
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The phrase "known to us" is limited to #tetual knowledge, without independent inquiry,haf tawyers at our firm who have performed
legal services in connection with the initial pehiiffering of the Company.

Based upon the foregoing, and subjecteagsumptions, limitations and qualifications stadterein, it is our opinion that:

1. The Company is a corporation dubjoinporated and existing under and by virtue oflélnes of the State of Maryland and is
in good standing with the SDAT.

2. The Company has the corporate powvewn, lease and operate its properties and tduagrnits business as described in the
Prospectus under the caption "The Company" andter éto and perform its obligations under thedhase Agreement.

3. The authorized, issued and outstanstiock of the Company is as set forth in the rotus in the column entitled "Actual”
under the caption "Capitalization" (except for ®dpgent issuances, if any, pursuant to the Purohgseement or pursuant to
reservations, agreements or employee benefit pfaged to in the Prospectus or pursuant to tleecise of convertible securities or
options referred to in the Prospectus); the shafressued and outstanding stock of the Company baea duly authorized and validly
issued and are fully paid and non assessable; @mel of the outstanding shares of stock of the Compaas issued in violation of the
preemptive or other similar rights of any securitigler of the Company under the Maryland Generap@ation Law (the "MGCL")
or the Charter or Bylaws.

4. The Shares have been duly authofmeidsuance and sale to the Underwriters pursigetfite Purchase Agreement and,
when issued and delivered by the Company pursoahtetPurchase Agreement against payment of thedemation set forth in the
Purchase Agreement, will be validly issued and/fphid and non assessable and no holder of theSkaor will be subject to
personal liability by reason of being such a halder

5. The issuance of the Shares is rgjestito preemptive or other similar rights of @®curityholder of the Company under the
MGCL or the Charter or Bylaws.

6. The Company Agreements have beenalithorized, executed and delivered by the Company

7. The Common Stock Certificate conglieall material respects with the applicable negquents of the MGCL and the
Charter and Bylaws.

8. Based solely upon the Officer's {liedte and upon any facts otherwise known to lusré is no action, suit, proceeding,
inquiry or investigation pending (in which serviakeprocess has been received by an employee @dhgpany), or threatened, to
which the Company or the property of the Comparsulgiect, before or by any court or governmentahag or body of the State of
Maryland which would reasonably be expected toltéswa Material Adverse Effect, or which would semably be expected to
materially and adversely affect the propertiesssets of the Company or the consummation of tmsactions contemplated in the
Purchase Agreement or the performance by the Coyngfats obligations thereunder. We call your atitem to the fact that, in
connection with the delivery of this opinion, wevhanot ordered or reviewed judgment, lien or ameosearches of public or private
records of the Company or its properties.

9. The information in the Prospectudanthe caption "Description of Our Stock" andhie Registration Statement under the
caption "lItem 30. Indemnification," to the extenpurports to summarize matters arising under Mengllaw or the Charter and
Bylaws has been reviewed by us and is correct imaterial respects.
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10. No filing with, or authorization, ajppal, consent, license, order, registration, dicaliion or decree of, any court or
governmental authority or agency of the State ofylléand (other than as may be required under theriies or "blue sky" laws of the
State of Maryland, as to which no opinion is expee is required in connection with the due auttation, execution and delivery of
the Company Agreements or for the offering, isseasale or delivery of the Shares, except suctaas heen obtained or made.

11. The execution, delivery and perforoeaaf the Company Agreements and the consummatithre dransactions
contemplated therein and in the Registration Statertincluding the issuance and sale of the Shardghe use of the proceeds from
the sale of the Shares as described in the Praspecter the caption "Use Of Proceeds") and theimeance by the Company of its
obligations under the Company Agreements do notadhdot result in any violation of (a) the proiass of the Charter or Bylaws or
(b) so far as is known to us, any applicable laatuse, rule, regulation, judgment, order, wridecree of any government, governn
instrumentality or court of the State of Marylakde call your attention to the fact that, in coniwtivith the delivery of this opinion,
we have not ordered or reviewed judgment, lienngrather searches of public or private recordhef@ompany or its properties.

The foregoing opinion is limited to the stdmtive laws of the State of Maryland and we dibexpress any opinion herein concerning
any other law. We express no opinion as to theiegdplity or effect of federal or state securitlas/s, including the securities laws of the
State of Maryland, or the 1940 Act or as to federadtate laws regarding fraudulent transfers. \We that the Company Agreements shall be
governed by the laws of the State of New York. i@ ¢xtent that any matter as to which our opinsoexipressed herein would be governed
by the laws of any jurisdiction other than the &tat Maryland, we do not express any opinion orhsuatter. Our opinion expressed in
paragraph 10 above is based upon our considemttionly those filings, authorizations, approvalsnsents, licenses, orders, registrations,
qualifications or decrees required by the Statelafyland, if any, which, in our experience, aremaly applicable to transactions of the type
contemplated by the Purchase Agreement. Our opmipnessed in paragraph 11(b) above is based uparoasideration of only those laws,
statutes, rules, regulations, judgments, orderiss wr decrees of governmental authorities or eoofthe State of Maryland, if any, which, in
our experience, are normally applicable to trarnisastof the type contemplated by the Company Agexem The opinion expressed herein is
subject to the effect of any judicial decision whinay permit the introduction of parol evidencertodify the terms or the interpretation of
agreements.

The opinion expressed herein is limitethes matters specifically set forth herein and rieeobpinion shall be inferred beyond the
matters expressly stated. We assume no obligasisogplement this opinion if any applicable lawrdes after the date hereof or if we
become aware of any fact that might change theiampiexpressed herein after the date hereof.

This opinion is being furnished to you $pler the Underwriters' benefit. Accordingly, itay not be relied upon by, quoted in any
manner to, or delivered to any other person otye(dther than Proskauer Rose LLP, counsel to hagany, and Fried, Frank, Harris,
Shriver & Jacobson LLP, counsel to the Underwrjtergonnection with opinions to be issued by ttamnthe date hereof relating to the
issuance of the Shares) without, in each instamaeprior written consent.

Very truly yours,
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Exhibit C
[ARES CAPITAL CORPORATION LETTERHEAD]
, 20(

Merrill Lynch & Co.

Merrill Lynch, Pierce, Fenner & Smith
Incorporated

Wachovia Capital Markets, LLC

Jefferies & Company, Inc.

Legg Mason Wood Walker, Incorporated

RBC Capital Markets Corporation

as Representatives of the several Underwriters

c/o Merrill Lynch & Co.

4 World Financial Center

250 Vesey Street

New York, New York 1028:

Re: Ares Technical Administration
Ladies and Gentlemen:

| am the general counsel for Ares Techniaihinistration, LLC, a Delaware limited liabilitgompany (the "Administrator"), in
connection with the sale by Ares Capital Corporgta Maryland corporation (the "Company") of (i) shares (the "Firm Shares") of
Common Stock, $.001 par value, of the Company"@®nmon Stock") and (ii) at the Underwriters' optioip to an
additional shares of Comn®tack (the "Option Shares" and, together with thimmFShares, the "Shares") to the Underwriters
(as defined below) pursuant to the Purchase Agregrdated , 2005 (the "PasEhAgreement”), among the Company, Merrill
Lynch & Co., Merrill Lynch, Pierce, Fenner & Smitficorporated ("Merrill Lynch"), Wachovia Capital Mets, LLC, Jefferies &
Company, Inc., Legg Mason Wood Walker, IncorporalRBC Capital Markets Corporation and each of tteioUnderwriters named in
Schedule A thereto (collectively, the "Underwritgrsnd the other parties thereto. This opiniondmp delivered to you pursuant to Section 5
(b) of the Purchase Agreement. Unless otherwisiael@herein, capitalized terms defined in the PasehAgreement and used herein shall
have the meanings ascribed to them in the Purchgizement.

In connection with the rendering of thisropn, | have examined originals or copies, caxtifor otherwise identified to my satisfaction,
of such receipts of public officials, certificatefsofficers or other representatives of the Adntiaitor, the Company, Ares Capital
Management LLC, a Delaware limited liability comggthe "Adviser"), and others and other documectsporate records and instrument
| have deemed relevant as a basis for the opirsienforth below, including, without limitation:

(1) an executed copy of the Purchase égent;
(2) the Certificate of Formation of theRinistrator;
(3) the Limited Liability Company Agreentgedated as of June 25, 1999, of the Administrator

(4) the Registration Statement on Forr (Registration No. ) filadth the Securities and Exchange Commis
(the "Commission") on , 2005 with resip® the registration of the Shares under the ®exs1Act of 1933, as in effect as of
the date hereof (the




"1933 Act"), including information deemed to betpafrthe registration statement at the time of @ffeeness pursuant to Rule 430A
the General Rules and Regulations under the 1988« "Rules and Regulations") (such registraitaiement, as so amended and
declared effective on , 2@05 p.m., including the registratioatetment filed pursuant to Rule 462(b) of the 1933
Act Regulations (File No. bging hereinafter referred to as the "Registralitatement");

(5) the final prospectus, dated March20Q5, relating to the Shares in the form filedwilie Commission pursuant to Rule 497
(h) of the Rules and Regulations (such final progmebeing hereinafter referred to as the "Prosigégt

(6) the Administration Agreement by ardvibeen the Company and the Administrator, dateaf &eptember 30, 2004 (the
"Administration Agreement");

(7) certified resolutions of the managethe Administrator, adopted , 2005;

(8) a certificate from the Secretary tit8 of the State of California, dated 2005, certifying that the Administrator is
authorized to do business in the State of Calito(ttie "California Certificate"); and

(9) a certificate dated , 2005, from the Secretary of State of treteSof Delaware as to the Administrator's
existence and good standing in such jurisdictibe (Delaware Certificate").

| am not licensed to practice law in amtetother than the State of California. My opinisesforth below are limited to (i) the Limited
Liability Company Act of the State of Delaware (DE€bde tit 6 8§18-101 through §18-1109) (the "DLLGANd those laws, rules and
regulations of the State of California, in eachecdmt, in my experience, are normally applicableansactions of the type contemplated by
the Purchase Agreement and Administration Agreerfagher than securities or blue sky laws, labor amghloyment laws, antifraud laws and
the rules and regulations of the National Assooiatf Securities Dealers, Inc.), but without my ingunade any special investigation as to
the applicability of any specific law, rule or rdgtion (collectively, "Applicable Laws") and (iipf the purposes of rendering opinion
(vi) below only, the Investment Company Act of 1%l the Securities Act of 1933. With your approVélave assumed that matters
involving the laws of the State of New York are tzane as the laws of the State of California.

In giving this opinion, | have assumed gleamuineness of all signatures, the legal capatitatural persons and the authenticity of all
documents | have examined. As to questions ofredevant to this opinion, without any independestfication, | have relied upon, and
assumed the accuracy of, the representations amdntias of each party to the Purchase Agreemahtl@Administration Agreement
(collectively, the "Primary Agreements") and writtstatements of certain public officials. | alsvdassumed, without any independent
verification, compliance by each party to the Priynagreements with each party's agreements in theaPy Agreements, and that the
Primary Agreements constitute the legal, valid bimdling obligations of the parties to the Primamgrdements and are enforceable against
each party to the Primary Agreements in accordaitethe terms of the Primary Agreements.

As used herein:

(A) "Applicable Contracts" means the cants listed on Schedule | hereto which have beemtified to me by the Administrat
as all the contracts that are material to the lassiror financial condition of the Administrator;

(C) "Applicable Orders" means those judgtagorder or decrees identified on Schedule létegwhich have been identified to
me by the Administrator as the only judgments, gae decrees that are material to the businefsarcial condition of the
Administrator;




(D) "Governmental Authorities" means aoyit, regulatory body, administrative agency orgyovnental body of the State of
Delaware or the State of California having jurisidic over the Company under Applicable Laws; and

(E) "Governmental Approval" means any @msapproval, license, authorization or validatdnor filing, qualification or
registration with, any Governmental Authority re@uai to be made or obtained by the Administratospant to Applicable Laws, otF
than any consent, approval, license, authorizatioralidation of, or filing, qualification or rediation that may have become
applicable as a result of the involvement of angypgother than the Administrator) in the transant contemplated by the Purchase
Agreement or because of such parties' legal olaemy status or because of any other facts spadlifi pertaining to such parties.

The opinions set forth below are subjedhtofollowing further qualifications, assumpticersd limitations:
(a) the opinion set forth in paragraphélow is based solely on the Delaware Certificate

(b) 1do not express any opinion as ®dffect on the opinions expressed herein of @)dbmpliance or noncompliance of any
party to the Purchase Agreement (other than witheaet to the Administrator to the extent necessargnder the opinions set forth
herein) with any state, federal or other laws gutations applicable to it or them or (ii) the légaregulatory state or the nature of the
business of any party (other than with respedhéaAdministrator to the extent necessary to rettfeopinions set forth herein);

(c) when reference is made in this opirtiomy "knowledge" of certain matters or to maténown to me," it means the actual
present knowledge of those matters by me;

(d) the opinions set forth in paragraphsand (vi) below are based solely on my discussiwith the officers or other
representatives of the Administrator responsibidtie matters discussed therein, my review of desumfurnished to me by the
Administrator, and my reliance on the representatiand warranties of the parties contained in tireHase Agreement and my revi
of Applicable Law; | have not made any other ingsror investigations or any search of the pubdicket records or any court,
governmental agency or body or administrative agenc

(e) 1do not express any opinion as tplaws other than Applicable Laws. Insofar as thmimns expressed herein relate to
matters governed by laws other than those set fiotttie preceding sentence, | have assumed, withexihg made any independent
investigation, that such laws do not affect anyhefopinions set forth herein. The opinions exgdd®erein are based on laws in ef
on the date hereof, which laws are subject to chavith possible retroactive effect.

Based upon the foregoing and subject tditigations, qualifications, exceptions and asstions set forth herein, | am of the opinion
that:

() The Administrator has been duly fearand is validly existing as a limited liabilitprmpany in good standing under the
DLLCA.

(i) The Administrator has the limitedliility company power and authority to execute deliver the Purchase Agreement and
the Administration Agreement.

(iii) The Purchase Agreement has been duthiorized, executed and delivered by the Adnramist.

(iv) The execution and delivery by the Adistrator of the Purchase Agreement and the consation by the Administrator of
the transactions contemplated thereby do not (@3titate a violation of, or a breach or default endhe terms of any Applicable
Contract or (b) violate or conflict with, or residtany contravention of, the Administrator's Clggéite of Formation or any Applicable
Law or any Applicable Order.




(v) To my knowledge, no Governmental Apl, that has not been obtained or taken andtigrfall force and effect, is
required to authorize, or is required in connectigth, the execution or delivery of the Purchasee®gnent by the Administrator or
consummation by the Administrator of the transaxtioontemplated thereby.

(vi) To my knowledge, there are no legagjovernmental proceedings pending to which the iistrator is a party or to which
any property of the Administrator is subject thag sequired to be disclosed in the Prospectus puatdo Item 12 of the Form N-2
Registration Statement promulgated by the Commisiiat are not so disclosed.

This opinion is addressed to you and islgdbr your benefit, and the benefit of the otherderwriters, and only in connection with the
closing of the transactions contemplated by thelRase Agreement occurring today. Without my pridtten consent, this letter may not be
used, circulated, quoted or otherwise referreata@hy other purpose or relied upon by, or assigogdny other person for any purpose,
including any other person that acquires Shardéisatrseeks to assert your rights in respect ofi¢iiier (other than your successor in interest
by means of merger, consolidation or other sinti@nsaction).

Very truly yours,

Kevin A. Frankel
General Counst
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Limited Liability Company Agreement, datesl of June 25, 1999, of the Administrator.
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None.
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Exhibit D
[Form of lock-up from directors, officers or other stockholders pursuant to Section 5(i)]
+ 200t

MERRILL LYNCH & CO.

Merrill Lynch, Pierce, Fenner & Smith
Incorporated,

Wachovia Capital Markets, LLC

Jefferies & Company, Inc.

Legg Mason Wood Walker, Incorporated

RBC Capital Markets Corporation
as Representatives of the several
Underwriters to be named in the
within-mentioned Purchase Agreement

c/o Merrill Lynch & Co.

Merrill Lynch, Pierce, Fenner & Smith
Incorporated

4 World Financial Center

New York, New York 1008

Re: Proposed Public Offering by Ares Capital Corpomatio
Dear Sirs:

The undersigned, a stockholder, officereator, employee, partner and/or affiliate of A@apital Corporation, a Maryland corporation
(the "Company"), or Ares Capital Management LL@Qeaaware limited liability company (the "Adviser)nderstands that Merrill Lynch &
Co., Merrill Lynch, Pierce, Fenner & Smith Incorpted ("Merrill Lynch"), Wachovia Capital Marketsl.C, Jefferies & Company, Inc., Le
Mason Wood Walker, Incorporated and RBC Capitallkdes Corporation propose to enter into a Purchageédinent (the "Purchase
Agreement") with the Company providing for the palaffering of shares (the "Securities") of the Gmany's common stock, par value $.001
per share (the "Common Stock"). In recognitionhaf benefit that such an offering will confer upbe undersigned as a stockholder, officer,
director, employee, partner and/or affiliate of @@mpany or Adviser, and for other good and vale@oinsideration, the receipt and
sufficiency of which are hereby acknowledged, thdarsigned agrees with each underwriter to be naméd Purchase Agreement that,
during a period of 90 days from the date of thecRase Agreement (the "Initial Lock-Up Period"), thedersigned will not, without the prior
written consent of Merrill Lynch, directly or indictly, (i) offer, pledge, sell, contract to se#lsany option or contract to purchase, purchase
any option or contract to sell, grant any optiaght or warrant for the sale of, or otherwise dspof or transfer any shares of the Company's
Common Stock or any securities convertible intexcrhangeable or exercisable for Common Stock, vehetbw owned or hereafter acquired
by the undersigned or with respect to which theeusidned has or hereafter acquires the power pbdison, or file, or cause to be filed, any
registration statement under the Securities AAI#3, as amended, with respect to any of the fanggaollectively, the "Lock-Up
Securities") or (ii) enter into any swap or anyesthgreement or any transaction that transferghiwle or in part, directly or indirectly, the
economic consequence of ownership of the Lock-Uufties, whether any such swap or transactioa tstsettled by delivery of Common
Stock or other securities, in cash or otherwise.

Notwithstanding the foregoing, if:

1. during the last 17 days of the Initial Lock-Up Pelithe Company issues an earnings release oriajatews or a
material event relating to the Company occurs; or
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2. prior to the expiration of the Initial Lo-Up Period, the Company announces that it will de@arnings results
becomes aware that material news or a materiattevifroccur during the 16-day period beginningtbe last day of
the Initial Lock-Up Period,

the restrictions imposed by this letter shall coumdi to apply until the expiration of the 18-dayipéibeginning on the issuance of the earnings
release or the occurrence of the material newsatemal event, as applicable, unless Merrill Lymgives, in writing, such extension.

Notwithstanding the foregoing, the undemsigi may transfer Common Stock either during hisesrlifetime as a bona fide gift or on
death by will or intestacy to a member of his orinemediate family or to a trust, the beneficiariésvhich are exclusively the undersigned
and/or a member or members of his or her immedéadly or to a charitable organization; providedwever, that it shall be a condition to
any of the foregoing transfers described in thimgeaph that prior to or concurrently with the &#am, the transferee execute and deliver an
agreement to Merrill Lynch (on behalf of the Undsaters) stating that the transferee will receive &old the Common Stock subject to this
letter, and there shall be no further transferushsCommon Stock except in accordance with thieret

Very truly yours,

Signature

Print Name
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Exhibit (1)

[LETTERHEAD OF VENABLE LLP]
May 12, 2006

Ares Capital Corporation
780 Third Avenue, 46th Floor
New York, New York 1001

Re: Registration Statement on Form N-2
Ladies and Gentlemen:

We have served as Maryland counsel to Sagsital Corporation, a Maryland corporation (theftpany"), and a business development
company under the Investment Company Act of 19d@naended (the "1940 Act"), in connection with @@rmatters of Maryland law
arising out of the registration of shares (the 1889 of common stock, $.001 par value per sh&e '€ommon Stock"), of the Company
having an aggregate initial offering price of ug60,000,000, covered by the above-referencedsRation Statement, and all amendments
thereto (the "Registration Statement"), filed by @ompany with the Securities and Exchange Comamigge 'Commission’) under the
Securities Act of 1933, as amended (the "1933 Atth)ess otherwise defined herein, capitalized seused herein shall have the meanings
assigned to them in the Registration Statement.

In connection with our representation & @ompany, and as a basis for the opinion hereinsét forth, we have examined originals, or
copies certified or otherwise identified to ourisfatction, of the following documents (hereinaftetlectively referred to as the "Document:

1. The Registration Statement and ¢henfof prospectus included therein, substantialthe form transmitted to the
Commission under the 1933 Act;

2. The charter of the Company (the @), certified as of a recent date by the SEpartment of Assessments and
Taxation of Maryland (the "SDAT");

3. The Amended and Restated Bylawh@Qompany (the "Bylaws"), certified as of the dadecof by an officer of the
Company;

4. A certificate of the SDAT as to th@od standing of the Company, dated as of a retzat

5. Resolutions adopted by the BoarDioéctors of the Company (the "Board") relatinghe registration of the Shares (the
"Resolutions"), certified as of the date hereofibyofficer of the Company;

6. A certificate executed by an officéthe Company, dated as of the date hereof; and

7. Such other documents and mattevgeasave deemed necessary or appropriate to expeespinion set forth below, subje
to the assumptions, limitations and qualificatisteted herein.

In expressing the opinion set forth below, have assumed the following:

1. Each individual executing any of ecuments, whether on behalf of such individuahy other person, is legally
competent to do so.

2. Each individual executing any of ecuments on behalf of a party (other than the amg) is duly authorized to do so.

3. Each of the parties (other thanGbenpany) executing any of the Documents has duliyvatidly executed and delivered
each of the Documents to which such party is aadayg, and




such party's obligations set forth therein arellegaid and binding and are enforceable in accocdawith all stated terms.

4. Al Documents submitted to us agjioils are authentic. The form and content of altlments submitted to us as
unexecuted drafts do not differ in any respectviaié to this opinion from the form and content ofls Documents as executed and
delivered. All Documents submitted to us as cextiifor photostatic copies conform to the originaludoents. All signatures on all
such Documents are genuine. All public recordsewed or relied upon by us or on our behalf are angkcomplete. All
representations, warranties, statements and inf@meontained in the Documents are true and cotepléhere has been no oral or
written modification of or amendment to any of becuments, and there has been no waiver of anygioovof any of the
Documents, by action or omission of the partiestberwise.

5.  Prior to the issuance of any of @itares, the Board, or a duly authorized committeeebf, will, in accordance with the
Maryland General Corporation Law, the Charter,Blgeaws and the Resolutions, determine the numlmef cartain terms of issuance,
of such Shares (the "Corporate Proceedings").

Based upon the foregoing, and subjecteagsumptions, limitations and qualifications stdterein, it is our opinion that:

1. The Company is a corporation dubyonporated and existing under and by virtue oflélmes of the State of Maryland and is
in good standing with the SDAT.

2. Upon the completion of all CorporBt@ceedings relating to the Shares, the issudrbe Ghares will have been duly
authorized and, when and if delivered against pagrierefor in accordance with the Registratiortesteent, the Resolutions and the
Corporate Proceedings, the Shares will be (assuthatgupon the issuance of the Shares, the tataber of shares of Common St
issued and outstanding will not exceed the totatlmer of shares of Common Stock that the Compatheis authorized to issue under
the Charter) validly issued, fully paid and nonasséle.

The foregoing opinion is limited to the kaf the State of Maryland and we do not expregsogimion herein concerning any other law.
We express no opinion as to compliance with fedaratate securities laws, including the securiess of the State of Maryland, or the 1¢
Act.

The opinion expressed herein is limitethes matters specifically set forth herein and rieeobpinion shall be inferred beyond the
matters expressly stated. We assume no obligatisagplement this opinion if any applicable lawrales after the date hereof or if we
become aware of any fact that might change theiampiexpressed herein after the date hereof.

This opinion is being furnished to you smbmission to the Commission as an exhibit to thgifration Statement. We hereby consent
to the filing of this opinion as an exhibit to tRegistration Statement. In giving this consentdeaot admit that we are within the category
of persons whose consent is required by Sectiditheal933 Act.

Very truly yours,

/sl VENABLE LLP
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Exhibit (n)(1)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Ares Capital Corporation:

We consent to the use of our report dated Febrliar006, with respect to the consolidated findrst@tements of Ares Capital Corporation
and our report dated May 12, 2006 on the seniarrgiss table of Ares Capital Corporation, includegtein, and to the references to our firm
under the headings "Selected Financial and Oth&a"B&d "Independent Registered Public AccountimgFin the registration statement.

KPMG— LLP

Los Angeles, California
May 12, 2006
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Exhibit (n)(2)
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Ares Capital Corporation:

We have audited the senior securities tabRres Capital Corporation as of December 31,520@luded on page 51 of the registration
statement, except for the amounts indicated asditeglion the senior securities table. This scheidullee responsibility of the Company's
management. Our responsibility is to express aniopion this schedule based on our audit.

We conducted our audit in accordance wihdards of the Public Company Accounting Oversigpiard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheetheities table is free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disids in the schedule. An audit also
includes assessing the accounting principles usédignificant estimates made by management, dsawelvaluating the overall schedule
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the senior securities taigtierred to above presents fairly, in all materéapects, the senior securities of Ares Capital
Corporation as of December 31, 2005, in conformiiyh accounting principles generally accepted m thnited States of America.

KPMe LLP

Los Angeles, California
May 12, 2006







