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The information in this prospectus is not compbatd may be changed. We may not sell these sesuuitiid the registration statement filed
with the Securities and Exchange Commission isctffe. This prospectus is not an offer to sell éhescurities and it is not soliciting an offer
to buy these securities in any state where the offsale is not permitted.

Subject to Completion
Preliminary Prospectus dated August 23, 2005

PROSPECTUS

Shares

CAPITAL CORPORATIOMN

Common Stock

Ares Capital Corporation is a cloggd, nondiversified management investment company incotpdran Maryland that is regulat
as a business development company under the Ingastbompany Act of 1940. We were founded in ApfiD2 and completed our initial
public offering on October 8, 2004. Our investmeldjectives are to generate both current incomecapdal appreciation through debt and
equity investments. We invest primarily in firstdagecond lien senior loans and mezzanine debthvwhisome cases may include an equity
component, and, to a lesser extent, in equity imvests in private middle market companies.

We are managed by Ares Capital Mamege LLC, an affiliate of Ares Management LLC, adépendent Los Angeles based firm
that manages investment funds that have approxiyrife3 billion of committed capital. Ares Techriidgedministration LLC provides the
administrative services necessary for us to operate

Our common stock is quoted on The BA® National Market under the symbol "ARCC." On , 2005, the last repol
sales price of our common stock on The NASDAQ Nwldviarket was $ per share.

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

Shares of closed-end investment companies frequanttade at a discount to their net asset value. bur shares trade at a
discount to our net asset value, it may increase ¢frisk of loss for purchasers in this offeringThis prospectus concisely provides
important information you should know before inwegtin our common stock. Please read it beforeiggast and keep it for future referen
The SEC maintains an Internet websit#tp: //mww.sec.gov ) that contains material incorporated by refereame other information about us.

Per

Share Total
Public offering price $ $
Underwriting discount (sales loa $ $
Proceeds, before expenses, to Ares Capital Coipo(a} $ $

Q) Before deducting expenses payable by us relatddsoffering, estimated at $

The underwriters may also purchastoum additional shares from uha public offering price, less the underwriting
discount, within 30 days from the date of this pextus to cover overallotments. If the underwritesrcise this option in full, the total puk
offering price will be $ , the @underwriting discount (sales load) paid by ul me $ , and total proceeds, befo
expenses, will be $ .

Neither the Securities and Exchangmfission nor any state securities commission ppsoaed or disapproved of these securi



or determined if this prospectus is truthful or qbete. Any representation to the contrary is a mréhoffense.

The shares will be ready for deliveryor about , 2005.

Merrill Lynch & Co. UBS Investment Bani

The date of this prospectus is , 2005.




TABLE OF CONTENTS

Page
Prospectus Summa 1
The Compan 1
The Offering 8
Fees and Expens 10
Selected Financial and Other D 13
Risk Factors 15
Forwarc-Looking Statement 33
Use of Proceed 34
Price Range of Common Stock and Distributi 35
Capitalization 37
Management's Discussion and Analysis of Financtaddtions and Results of Operatic 38
Senior Securitie 48
Business 49
Portfolio Companie 61
Managemen 64
Certain Relationship 80
Control Persons and Principal Stockholc 81
Determination of Net Asset Valt 82
Dividend Reinvestment Ple 83
Material U.S. Federal Income Tax Considerati 84
Description of our Stoc 92
Regulation 99
Shares Eligible for Future Se 10€
Custodian, Transfer and Dividend Paying Agent aadifrar 10€
Brokerage Allocation and Other Practic 10€
Underwriting 107
Legal Matters 10¢
Experts 11C
Available Informatior 11C
Financial Statemen F-1

You should rely only on the infornmaticontained in this prospectus. We have not, hadihderwriters have not, authorized any
other person to provide you with different informoat If anyone provides you with different or in@istent information, you should not rely
on it. We are not, and the underwriters are nokingaan offer to sell these securities in any gidtion where the offer or sale is not
permitted. You should assume that the informatigpearing in this prospectus is accurate only deeflate on the front cover of this
prospectus. Our business, financial condition, ltes operations and prospects may have changeé #hat date.




PROSPECTUS SUMMARY

This summary highlights some of the information in this prospectus. It is not complete and may not contain all of the information that
you may want to consider. You should read carefully the more detailed information set forth under "Risk Factors" and the other information
included in this prospectus. Except where the context suggests otherwise, the terms "we," "us," "our," "the Company" and "Ares Capital" refer
to Ares Capital Corporation and its subsidiaries; "Ares Capital Management” or "investment adviser” refersto Ares Capital Management
LLC; "Ares Administration” refersto Ares Technical Administration LLC; and "Ares' refers to Ares Partners Management Company LLC and
its affiliated companies, including Ares Management LLC.

THE COMPANY

Ares Capital is a closed-end, noredsified management investment company that islaéggias a business development company,
or a "BDC," under the Investment Company Act of @9 the "1940 Act." We were founded in April 20@4d completed our initial public
offering on October 8, 2004. Ares Capital's investirobjectives are to generate both current incangecapital appreciation through debt
equity investments by primarily investing in U.Sidale market companies, where we believe the supfbrimary capital is limited and the
investment opportunities are most attractive.

We primarily invest in first and secblien senior loans and long-term mezzanine déldt and second lien senior loans generally
are senior debt instruments that rank ahead ofrdiraied debt of a given portfolio company. Thessnk also have the benefit of security
interests on the assets of the portfolio comparchivmay 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
investments. Our investments generally range bet#&6 million and $50 million each, although thedastment sizes may be more or less
than the targeted range. We also, to a lessertextake equity investments in private middle mada@hpanies. These investments are
generally less than $10 million each and made imuwtion with loans we make to these companiethimprospectus, we generally use the
term "middle market" to refer to companies with aanEBITDA between $5 million and $50 million. EBDRA represents net income before
net interest expense, income tax expense, degoecetd amortization.

The first and second lien senior bbganerally have stated terms of three to ten y@waithe mezzanine debt investments generally
have stated terms of up to ten years, but the ¢xgewerage 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 owrffolio. 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 debt
that has not been rated by any nationally recogrstatistical 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 workegbtioer for many years and have substantial expegigninvesting in senior loans, high
yield bonds, mezzanine debt and private equity. Cbepany has access to the Ares staff of approeigndb investment professionals anc
the 28 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 extgritye




securities of private companies, we also may inupgb 30% of the portfolio in opportunistic inviesints. Such investments may include
investments in high-yield bonds, debt and equitusées in collateralized debt obligation vehicwl distressed debt or equity securities of
public companies. We expect that these public camegagenerally will have debt that is non-investhggade. As part of this 30% of the
portfolio, we may also invest in debt of compan@sated outside of the United States, which investis are not anticipated to be in exces
10% of the portfolio at the time such investmemesraade.

About Ares

Ares is an independent Los Angelesetddirm with 96 employees that manages investiiugrds that have approximately
$7.3 billion of committed capital. Ares was founded 997 by a group of highly experienced investhpnfessionals.

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, lottgrm junior capital to undercapitalized middle ketrcompanies. Ares has the ability to
invest across a capital structure, from senior getfloating rate debt to common equity.

Ares is comprised of the followinggps:

. Capital Markets Group . The Ares Capital Markets Group currently manageariety of funds and investment vehicles that
have approximately $5.9 billion of committed cahifacusing primarily on syndicated senior secudhs, high yield bonds,
distressed debt, other liquid fixed income investteand other publicly traded debt securities.

. Private Debt Group . The Ares Private Debt Group manages the asséteesfCapital. 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, or "ACOF," which
has $750 million of committed capital. ACOF genlratakes private equity investments in middle madampanies and in
amounts substantially larger than the private gquoitestments anticipated to be made by Ares Cagite Private Equity
Group generally focuses on control-oriented equiestments in under-capitalized companies or canggavith capital
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 undarks' investment strategy and have
resulted in large pension funds, banks, insuranogpanies, endowments and high net worth individiunesting in Ares funds.

Ares Capital Management

Ares Capital Management, our investhaelviser, is served by a dedicated originatiah tasnsaction development team of 12
investment professionals, including our Presidetithael J. Arougheti, which team is augmented bgsArndditional investment
professionals, primarily its 20 member Capital MaskGroup. Ares Capital Management's investmenititiee 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 professionals'




significant capital markets, trading and researsgedise developed through Ares industry analystes' industry analysts currently maintain
research on over 600 companies. Ares funds have madstments in over 650 companies in over 3@ukfft industries and currently hold
over 300 investments in over 30 different industrie

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 regeats, 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 uninvestedate\equity capital for middle market companies. &xpect 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$dyg billion of committed capital in the relatedesclasses 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

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

Experience and focus on middle market companies

Ares has historically focused on stweents in middle market companies and we expdmnefit from this experience. Our
investment adviser uses Ares' extensive networklafionships with intermediaries focused on middirket companies, to attract well-
positioned prospective portfolio company investrseht addition, our investment adviser works clpseith the investment professionals of
the Ares Capital Markets Group, who oversee a atpertfolio of investments in over 300 compani@sintain an extensive network of
relationships, and possess valuable insights imtastry trends.




Disciplined investment philosophy

In making its investment decisions; mvestment adviser has adopted Ares' long-standionsistent investment approach that was
developed over 13 years ago by several of its fetsidires Capital Management's investment philog@pid portfolio construction involves
an assessment of the overall macroeconomic envenfrfinancial markets and company-specific regeara analysis. Our investment
approach emphasizes capital preservation, lowiligtand minimization of downside risk.

Extensive industry focus

We concentrate our investing actatin industries with a history of predictable alegpendable cash flows and in which Ares'
investment professionals historically have had msitee investment experience. Since its inceptioh9@7, Ares investment professionals
have invested in over 650 companies in over 3@uifit industries, and over this time have develdpeg-term relationships with
management teams and management consultants wid#se industries. The experience of Ares' investiperiessionals 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 shoulbllermur 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 manalggdres Capital Management and supervised by oardof directors, a majority of whom are
independent of Ares and its affiliates. Ares Cdpitanagement 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¢d,aas defined under the 1940 Act (other tham @ad cash equivalents but including
assets purchased with borrowed funds), and anftivegiee based on our performance. See "Managemienestment Advisory and
Management Agreement."

As a BDC, we are required to compithweertain regulatory requirements. While we agenpitted 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," uBdé&chapter M of the Internal Revenue Code of 168€he "Code." See "Material U.S.
Federal Income Tax Considerations."

INVESTMENTS

As of June 30, 2005, we had invests1an27 portfolio companies, valued at approxinya$302.3 million. As of the date of this
prospectus, we had invested or used all of thgmeeeds from our initial public offering in Octal®#004 and from our common stock
offering completed in March 2005.

For a detailed description of thetfwdio companies included in our portfolio, see tfalio Companies."
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LIQUIDITY

On November 3, 2004, we entered &ntoedit facility (the "Facility") pursuant to wiiave may obtain financing from lenders that
fund their obligations by accessing the commenzigder market. On April 8, 2005, we amended theliBat increase the amount available
for borrowing from $150,000,000 to $225,000,000.04s , 2005, the principal amboutstanding under the Facility was
$ . We intend to continue lowring under the Facility in the future and we magrease the size of the Facility or otherwise i
debt securities or other evidences of indebtediodiesving the consummation of this offering.

RISK FACTORS

Investing in this offering involveisks. The following is a summary of certain riskattyou should carefully consider before
investing in shares of our common stock. In 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

. We are a new company with a limited operating hjsto

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

. A failure on our part to maintain our status asixBwould significantly reduce our operating fleXityi.

. The Company may not replicate Ares' historical sasc

. We are dependent upon Ares Capital Management'pdpnnel for our future success and upon thegsacto Ares

investment professionals.

. 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 ineitey cash representing
such income.

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

. When we are required to repay the amount paidgatiderwriters by our investment adviser on oualfieh connection with

our initial public offering, we may have to realipsses.
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. Many of our portfolio investments are not publitigded and, as a result, there will be uncertastio the value of ot
portfolio investments.

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

. We may experience fluctuations in our quarterlytss

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

. Our investment adviser's liability is limited undbe investment management agreement, and weng@hinify our investmer

adviser against certain liabilities, which may |lead investment adviser to act in a riskier marareour 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 op@rat or changes in the interpretation thereof, amgfailure 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 pékignificant 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 challengesyding 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 subs&degree of risk.

. Our incentive fee may induce Ares Capital Managert@make certain investments, including specutaithwestments.

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

expose ourselves to risks if we engage in hedgamgsactions.

. We will initially invest a portion of the net proeés of this offering primarily in high-quality sheerm investments, which w
generate lower rates of return than those expdatedthe interest generated on first and secomditians and mezzanine debt.

. When we are a debt or minority equity investor moatfolio 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.
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. Our board of directors may change our operatingcigsl and strategies without prior notice or stad&lkr approval, the effec
of which may be adverse.

Risks Relating To This Offering

. There is a risk that you may not receive dividemd#hat our dividends may not grow over time.

. Provisions of the Maryland General Corporation Laawd of our charter and bylaws could deter takeattempts and have an
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 fluctisigmificantly.

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

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

. Investors in this offering will incur immediate dilon upon 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 lochét 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.




Common stock offered by us

Shares outstanding after this offering

Use of proceeds

Distributions

Taxation

THE OFFERING

shares, excluding shares of common stock issuable pursuant to the
overallotment option granted to the underwrit

shares, excluding shares of common stock issuable pursuant to the
overallotment option granted to the underwrit

We expect to use a portion of the net proceedsisfffering to repay outstanding
indebtedness under the Facility, which had $ outstanding as of ,
2005. We intend to use the remainder of the netgads within 90 days to fund
investments in portfolio companies in accordandé wur investment objectives and the
strategies described in this prospectus and foergérorporate purposes. However, it
could take a longer time to invest substantiallypfthe net proceeds, depending on the
availability of appropriate investment opporturstend market conditions. Pending such
investments, we will invest the net proceeds prilpar cash, cash equivalents, U.S.
government securities and other high-quality skem investments, which may earn
yields substantially lower than the income thatamécipate receiving once we are fu
invested in accordance with our investment objestiVf we do not realize yields in
excess of our expenses, we may incur operatingscmsd the market price of shares may
decline. See "Use of Proceed

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. On December 16, 2004, we declareiiéial dividend of $0.30 per share 1
the fourth quarter of 2004. On February 23, 2005 declared a dividend of $0.30 per
share for the first quarter of 2005 and on June2R05, we declared a dividend of $0.32
per share for the second quarter of 2005. Becduserdimited operating history, these
are the only dividends to date that we have degtlareour common stoc

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 18@%% of our ordinary income and
realized net short-term capital gains in excegzalized 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 lemelome tax if we are unable to
qualify as a RIC" and "Distributions




Dividend reinvestment plan

NASDAQ National Market symbc

Trading at a Discount

Anti-takeover provisions

Leverage

Management arrangements

Available information

We have a dividend reinvestment plan for our stotddrs. 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 skgof our common stock, unless they
specifically "opt out" of the dividend reinvestmegaién 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 stlolekk who elect to receive their
distributions in cash. See "Dividend ReinvestmdahP

"ARCC"

Shares of closednd investment companies frequently trade at adigcto their net ass
value. The possibility that our shares may trade discount to our net asset value is
separate and distinct from the risk that our ns¢tgalue per share may decline. Our net
asset value immediately following this offering lviflect reductions resulting from the
sales load and the amount of the organization &edrmg expenses paid by us. This risk
may have a greater effect on investors expectirsglicheir shares soon after completion
of the public offering and our shares may be mopga@priate for longerm investors the
for investors with shorter investment horizons. ¥danot predict whether our shares will
trade above, at, or below net asset ve

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 edibytus. See "Description of Our
Stock."

We borrow funds to make additional investments. & this practice, which is known
"leverage," to attempt to increase returns to emmon stockholders, but it involves
significant risks. See "Risk Factors," "Senior Sé@s" and "Regulation—Indebtedness
and Senior Securities." With certain limited exdeps, we are only allowed to borrow
amounts such that our asset coverage, as defirtd t940 Act, equals at least 200%
after such borrowing. The amount of leverage thaewploy 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 borrowhgjof , 2005, we had

$ of borrowings outstanding untder Facility.

Ares Capital Management serves as our investmetgexd 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 will be available at the S&@ublic reference room in
Washington, D.C. and on the SEC's Internet welas http: //mmw.sec.gov .
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FEES AND EXPENSES

The following table is intended t@ias you in understanding the costs and expensg¢sithinvestor in this offering will bear directly
or indirectly. We caution you that some of the petages indicated in the table below are estinmtdanay vary. Except where the context
suggests otherwise, whenever this prospectus csraaieference to fees or expenses paid by "yos,"dr "Ares Capital,” or that "we" will
pay fees or expenses, stockholders will indirelotigr such fees or expenses as investors in ArégaCap

Stockholder transaction expenses (as a percentageodfering price):

Sales load paid by t %(1)
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)(4):

Management fee %(5)

Incentive fees payable under investment advisodyraanagement agreement (20% of realized c:i

gains and 20% of p-incentive fee net investment income, subject ttagetimitations) %(6)

Interest payments on borrowed fur %(7)

Other expense %(8)
9%(5)(8)

Total annual expenses (estimat 9)

(1) The underwriting discounts and commissions witlpeesto shares sold in this offering, which is a-time fee, is the only sales load
paid in connection with this offering.

(2)  Amount reflects estimated offering expenses of apprately $ and based on the shares offered in this offering.
(3)  The expenses of the dividend reinvestment plainateded in "other expenses."

4 "Consolidated net assets attributable to commork$tequals net asset value at June 30, 2005 péuartticipated net proceeds from
this offering.

(5) Our management fee is 1.5% of our total assets ttha cash and cash equivalents (which includsstepurchased with borrowed
amounts). For the purposes of this table, we hagaraed that we maintain no cash or cash equivalgets"Management—
Investment Advisory and Management Agreement.” Thlsulation includes our actual borrowings of $ at ,
2005.

(6) We expect to use a portion of the net proceedsisfffering to repay outstanding indebtedness utideFacility,
% outstanding as of , 2005). We expect to invest the remaindehefrtet proceeds from this offering within
90 days. However, it could take a longer time te@st substantially all of the net proceeds, dependn the availability of appropriate
investment opportunities and market conditions.Wilenot pay a base management fee on cash oragskalents. We may have
capital gains and interest income that could reauhe payment of an incentive fee to our investiaglviser in the first year after
completion of this offering. However, the incentfee payable to our investment adviser is basealomperformance and will not be
paid unless we achieve certain goals. As we camealict whether we will meet the necessary perfoicedargets, we have assume
base incentive fee of 0% in this chart.
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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% @u§r{8% annualized) hurdle rate and a "catch-upVision measured as of the end of
each calendar quarter. Under this provision, in@aigndar quarter, our investment adviser receieascentive fee until our net
investment income equals the hurdle rate of 2.00%Hen receives, as a "catch-up,” 100% of ouripcentive fee net investment
income with respect to that portion of such presimove 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-imidée fee net investment income as if a hurdle didenot apply.

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

We will defer cash payment of any incentive feesotfise earned by our investment adviser if, dutirgmost recent four full calenc
quarter period ending on or prior to the date quayment is to be made, the sum of (a) our aggretistigbutions to our stockholders
and (b) our change in net assets (defined asdesats less indebtedness) is less than 8.0% okbassets at the beginning of such
period. These calculations will be appropriately mted during the first three calendar quartelteviang the closing of this offering
and will be adjusted for any share issuances arobases.

See "Management—Investment Advisory and Managedergement."”

@) "Interest payments on borrowed funds" representsonualized interest expenses based on an intatesf % as of ,
2005 plus our annualized amortization of debt issaaost. We had outstanding borrowings of $ at , 2005. See
"Risk Factors—We borrow money, which magnifies plogential for gain or loss on amounts investedmagt increase the risk of
investing with us."

(8) Includes our estimated overhead expenses, inclysigments under the administration agreement basedir projected allocable
portion of overhead and other expenses incurrefirbg Administration in performing its obligationader the administration
agreement. See "Management—Administration Agreerh&ht holders of shares of our common stock (atdhe holders of our
debt securities or preferred stock, if any) indigebear the cost associated with our annual exgsens

9) "Total annual expenses" as a percentage of comsetichet assets attributable to common stock gtehthan the total annual
expenses percentage would be for a company that isveraged. We borrow money to leverage ouasséts and increase our total
assets. The SEC requires that the "Total annuaresqs" percentage be calculated as a percentage 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 % of codatdid total assets.

Example

The following example demonstrateshojected dollar amount of total cumulative exggnover 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
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assets are cash or cash equivalents, and thathoualeoperating expenses would remain at the lsetlforth in the table above.

1 year 3 years 5 years 10 years

You would pay the following expenses on a $1,08@$ment, assuming a 5% annual
return(1) $ $ $ $

1) The above illustration assumes that we will notizezany capital gains computed net of all realizagital 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, $ ;3 years, $5years,$ ;and 10years,$ . Howesash payment of the capital
incentive fee would be deferred if during the mrestent four full calendar quarter period endingpomprior to the date the payment set forth in tkeneple is to be made, the sum
of (a) our aggregate distributions to our stockkoddand (b) our change in net assets (definedalsassets less indebtedness) was less than 8.0% okt assets at the beginning
of such period (as adjusted for any share issuasrcespurchases).

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 assumew/estment of all dividends and
distributions at net asset value, participantsuindividend reinvestment plan who have not othegveiected 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 clogeadfng on the valuation date for the dividende 9@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 (itioajpthrough December 31, 2004 are derived
from our consolidated financial statements whichehlaeen audited by KPMG LLP, an independent regidtpublic accounting firm whose
report thereon is included within this registratgiatement. Quarterly financial information is @ed from unaudited financial data, but in the
opinion of management, reflects all adjustmentsgisting only of normal recurring adjustments) s necessary to present fairly the re
of such interim periods. Interim results at andtfer six months ended June 30, 2005, are not rexdgsadicative of the results that may be
expected for the year ending December 31, 2005dake should be read in conjunction with our codstéd financial statements and notes
thereto and "Management's Discussion and Analydtinancial Condition and Results of Operationstiieh are included elsewhere in this

registration statement.

ARES CAPITAL CORPORATION AND SUBSIDIARY
SELECTED FINANCIAL AND OTHER DATA

Total Investment Incom
Net Realized and Unrealized Gain on Investm
Total Expense

Net Increase in Stockholders' Equity Resulting ftOperations

Per Share Dat:
Net Increase in Stockholder's Equity Resulting floperations
Basic:
Diluted:
Cash Dividend Declare!

Total Assets
Total Debt
Total Stockholders' Equit

Other Data
Number of Portfolio Companies at Period E
Principal Amount of Investments Purchasec
Principal Amount of Investments Sold and Repayni{&h
Total Return Based on Market Value
Total Return Based on Net Asset Value
Weighted Average Yield on Loans(!

Six Months Ended
June 30, 2005

Period June 23, 2004
(inception) Through
December 31, 2004

$ 15,352,20 $ 4,380,84:
6,808,19! 475,39:
(6,054,24) (1,665,75)
$ 16,106,16 $ 3,190,48
| |
$ 091 $ 0.2¢
$ 091 $ 0.2¢
$ 06z $ 0.3¢
$ 360,833,71 $ 220,455,61
$ — % 55,500,00
$ 346,932,94 $ 159,708,30
27 20
$ 165,855,00 $ 234,102,00
$ 48,433,00 $ 52,272,00

(5.04% 31.59%

6.1% (1.80%

11.19% 12.36%

(1) The information presented for the period June PB4inception) through December 31, 2004 incluki40.8 million of the assets
purchased from Royal Bank of Canada and excludesiBlion 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 six ie®inded June 30, 2005 equals the decrease afdimgenarket value at June 30,
2005 of $17.83 per share over the ending marketeval December 31, 2004 of $19.43, plus the detidirédend of $0.30 per share
for holders of record on March 7, 2005 and the aled dividend of $0.32 per share for holders obréon June 30, 2005, divided by
the market value at December 31, 2004. Total rdtased on market value for the period June 23, 2004




(inception) through December 31, 2004 equals theease of the ending market value at December®Y af $19.43 per share over
the offering price of $15.00 per share plus thdated dividend of $0.30 per share (includes retircapital of $0.01 per share) for
holders of record on December 27, 2004, dividethkyoffering price. Total return based on markdét@as not annualized.

(4)  Total return based on net asset value for the simths ended June 30, 2005 equals the change asset value during the period plus
the declared dividend of $0.30 per share for haldérecord on March 7, 2005 and the declared dividof $0.32 per share for hold
of record on June 30, 2005, divided by the begimmiet asset value during the period. The calculdto June 30, 2005 was adjusted
for shares issued during the six months ended 3002005 in connection with the dividend reinvesiin@an, the issuance of comn
stock in connection with our March 2005 offeringdahe accrual for reimbursement of underwritingtsgaid by our investment
adviser in connection with our initial public offieg. Total return based on net asset value fop#r®d June 23, 2004 (inception)
through December 31, 2004 equals the change iasset value during the period plus the declaredetiv of $0.30 per share
(includes return of capital of $0.01 per share)Holders of record on December 27, 2004, dividethkybeginning net asset value.
Total return based on net asset value is not aizedkl

(5) Weighted average yield on loans (including incormegpcing equity securities) is computed as (a) ahstated interest rate earned
plus the net annual amortization of original isdisgount and market discount earned on accruingslaad debt securities, divided by
(b) total loans and debt securities at fair value.

SELECTED QUARTERLY DATA
2005 2004
Q2 Q1 Q4(1)
Total investment incom $ 9,601,61! 5,750,59: 4,380,884t
Net investment income before net realized and lireshgain
(loss) on investments and incentive compenst $ 7,558,05: 3,800,111 3,009,74!
Incentive compensatic $ 1,789,91! 270,28: 95,47!
Net investment income before net realized and limeshgain
(loss) on investmen $ 5,768,13 3,529,82! 2,914,271
Net realized and unrealized gain (loss) on invests $ 1,834,12. 4,974,07 475,39:
Net increase in stockholders' equity resulting frgmerations $ 7,602,25I 8,503,901 3,389,67:
Basic and diluted earnings per common sl $ 0.3¢ 0.6¢ 0.34
Net asset value per share as of the end of theey $ 14.9% 14.9¢ 14.4:
(1) The Company was initially funded on June 23, 2008efption) but had no significant operations utiitd fourth quarter of 2004. The

sole activity for the second and third quarter2@4 was the incurrence of $199,183 in organizatierpenses.
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RISK FACTORS

Before you invest in our shares, you should be aware of various risks, including those described below. You should carefully consider
these risk factors, together with all of the other information included in this prospectus, before you decide whether to make an investment in
our common stock. The risks set out below are not the only risks we face. If any of the following events occur, our business, financial condition
and results of operations could be materially adversely affected. In such case, our net asset value and the trading price of our common stock
could decline, and you may lose all or part of your investment.

RISKS RELATING TO OUR BUSINESS
We are a hew company with a limited operating histcy.

We were incorporated in April 2004npleted our initial public offering in October 2D@nd have a limited operating history. We
are subject to all of the business risks and uaitgi¢s associated with any new business, inclutlingisk that we will not achieve our
investment objectives and that the value of youestiment could decline substantially.

Our investment adviser and the members of its invésmient committee have limited experience managing BRDC.

The 1940 Act imposes numerous coimr@an the operations of business development aoimp. 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 membérsur senior management only have limited expegemanaging or providing
management consultant services to an operating @eyngguch as may be required of a BDC. Our investadviser's and the members of its
investment committee's lack of experience in mamgagi portfolio of assets under such constraints niager their ability to take advantage
attractive investment opportunities and, as a teachieve our investment objectives.

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 aBRC, we might be regulated as a closed-end investrmompany under the 1940 Act, which
would significantly decrease our operating flextiil

The Company may not replicate Ares' historical sucess.

Our primary focus in making investrigediffers 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¢da subject to, among other things, regulatoryinddpendent board member approvals,
the receipt of which, if sought, cannot be assutedordingly, we cannot assure you that Ares Céhpitihreplicate Ares' historical success,
and we caution you that our investment returnsatbel substantially lower than the returns achidwethose private funds.
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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 artlvork of business contacts of the members o$ apital 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 continuedieeiof 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 altititgchieve 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.

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

Our ability to achieve our investmebiectives depends on our ability to acquire flitanvestments and monitor and administer
those investments, which depends, in turn, on Sagsital Management's ability to identify, investaind monitor companies that meet our
investment criteria.

Accomplishing this result on a cofeetive basis is largely a function of Ares Capltnagement's structuring of the investment
process and its ability to provide competent, ditterand 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 agrdeifhey may also be called upon to provide matagessistance to our portfolio
companies on behalf of our administrator. Theseaets on their time, which will increase as the nenddf investments grow, may distract
them or slow the rate of investment. In order towgrAres Capital Management will need to hire nraiupervise 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 toactygtal markets or result in a decision by lendwtsto 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 excepgowe 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 dependur 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 facility or obtain anotherdiaf credit at all or on terms acceptable to us.

We operate in a highly competitive market for invesment opportunities.

A number of entities compete withteisnake the types of investments that we make ddlaimarket 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 alterndtix@ of financing, private
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equity funds. Many of our competitors are substdiytiarger and have considerably greater finanéghnical and marketing resources than
we do. Some competitors may have a lower costradSiand access to funding sources that are ndabkeato us. In addition, some of our
competitors may have higher risk tolerances oedifit risk assessments, which could allow thenotmider a wider variety of investments
and establish more relationships than us. Furthexpmany of our competitors are not subject toréfgeilatory restrictions that the 1940 Act
will impose on us as a BDC. We cannot assure yatttte competitive pressures we face will not heaweaterial adverse effect on our
business, financial condition and results of openat Also, as a result of this competition, we maybe able to take advantage of attractive
investment opportunities from time to time, anda@@not assure you that we will be able to iderdiig make investments that meet our
investment objectives.

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

We may lose investment opportuniti@ge do not match our competitors' pricing, teramsl structure. If we match our competitors'
pricing, terms and structure, we may experiencesdased net interest income and increased riskeditdoss. As a result of operating in such
a competitive environment, we may make investmtrasare on better terms to our portfolio compatfies 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 sthokders on an annual basis an amount equal to a
least 90% of our ordinary income and realized hettsterm capital gains in excess of realized orgiterm capital losses, if any, reduced by
deductible expenses. Because we may use debt ifigeincthe future, we may be subject to certairebssverage ratio requirements undet
1940 Act and financial covenants under loan agregsrteat could, under certain circumstances, rtsts from making distributions
necessary to qualify as a RIC. If we are unablgbtain cash from other sources, we may fail toifuak a RIC and, thus, may be subject to
corporate-level income tax.

To qualify as a RIC, we must also treeetain 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 taxreahulting corporate taxes could
substantially reduce our net assets, the amountofme available for distribution and the amounbof distributions. Such a failure would
have a material adverse effect on us and our stid&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, Wkeinclude in income certain amounts that we haweeyet received in cash, such as original
issue discount, which may arise if we receive wag& connection with the making of a loan or jglggsin other circumstances, or
contracted payment-in-kind interest, which représeonntractual interest added to the loan balandedae at the end of the loan term. Such
original issue discount or increases in loan balaneill be included in income before we receive aogresponding cash payments. We also
may be required to include in income certain ottrapunts that we will not receive in cash, inclugdifog example, non-cash income from
pay-in-kind securities and deferred payment seestrit
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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 , 2005, our asset coverage for senior securitiess webb.

We are not generally able to issui sail our common stock at a price below net asslele 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 saletise best interests of Ares Capital and itsidtotders, and our stockholders approve such
sale. In any such case, the price at which ourrggauare to be issued and sold may not be lessatprice which, in the determination of our
board of directors, closely approximates the mavkéie of such securities (less any commissiorigmodint). If our common stock trades at a
discount to net asset value, this restriction caualdersely affect our ability to raise capital.

In addition, we may in the futurelsée securitize our loans to generate cash forihdew investments. To securitize loans, we
may create a wholly-owned subsidiary and contrilaup@ol of loans to the subsidiary. This could e the sale of interests in the subsidiary
on a non-recourse basis to purchasers who we veoylelct to be willing to accept a lower interesg riatinvest in investment grade loan
pools, and we would retain a portion of the eqiritthe securitized pool of loans. An inability taceessfully securitize our loan portfolio
could limit our ability to grow our business, fuléxecute our business strategy and decrease aungsrif any. The securitization market is
subject to changing market conditions and we mdypaable to access this market when we would wiserdeem appropriate. Moreover,
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.
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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 imwedzanine investments that we propose to acquirgléiconstitute 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 particuldebt 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 Exchasgd 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,issued by an issuer that does not have outsaaditass of margin eligible securities.
Likewise, we will treat equity securities issuedaportfolio company as qualifying assets onlyifls securities are issued by a company that
has no margin eligible securities outstanding attitme 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. Seé\ny failure on our part to maintain our statussaBDC would reduce our operating
flexibility." Such a ruling or decision also maygrére that we dispose of investments that we maded on our interpretation of
Regulation T. Such dispositions could have a maltadverse effect on us and our stockholders. Wermaad 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 Securitied Bxchange Commission proposed for comment twomés 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
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activities of BDCs, with their original purpose ) defining eligible portfolio company with referee to whether an issuer has any class of
securities listed on a national securities exchamg® an automated interdealer quotation systeanattional securities association
("NASDAQ") and (2) permitting BDCs to make certaidditional ("follow-on") investments in those issuers even after tiseyHeir securitie:

on a national securities exchange or on NASDAQ. fiteposed rules are intended to expand the defimdf eligible portfolio company in a
manner that would promote the flow of capital teafiirdeveloping and financially troubled compani& cannot assure you that these rules,
or related rules arising out of the comment proce#isbe approved by the Securities and Exchangmmission.

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 Q@b, we had $ million of outstanding borrogsrunder our Facility. In order for us to cover annual
interest payments on indebtedness, we must achigwgal returns on our June 30, 2005 total assetsledst  %. The interest rate charged
on our borrowings as of , 2005 was  %. We intend to continue borrgnander the Facility in the future and we may

increase the size of the Facility or otherwiseasdebt securities or other evidences of indebtedfodiewing the consummation of this
offering. Our ability to service our debt depenagely on our financial performance and will bejeabto prevailing economic conditions ¢
competitive pressures. The amount of leveragevtkagmploy at any particular time will depend on mwestment adviser's and our board of
directors' assessment of market and other factaredime of any proposed borrowing.

Our Facility imposes financial anceogiting covenants that restrict our business aietsyiincluding limitations that could hinder our
ability to finance additional loans and investment$o make the distributions required to maintaim status as a regulated investment
company under Subchapter M of the Internal Revé&uaage. A failure to renew our Facility, or to addwner replacement debt facilities could
have a material adverse effect on our businesadial 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. Weanitty borrow under our Facility and in the futunay 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 is designed tastrate the effect on return to a holder of ounomn stock of the leverage created by our use of
borrowing, at the interest rate of % as of
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, 2005 and assumingdikietical annual returns on our portfolio of mid&sto plus 15 percent.

Assumed Return on Portfol

(Net of Expenses)(1 -15.(% -10.(% -5.(% — 50% 10.(% 15.(%
Corresponding Return to Common
Stockholders(2 % % % % % % %

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

2 In order to compute the "Corresponding Return tm@mon Stockholders," the "Assumed Return on Podfa multiplied by the tote
value of our assets at June 30, 2005 to obtairssumaed return to us. From this amount, all intexestued during the period is
subtracted to determine the return available tok$tolders. The return available to stockholdetbés divided by the total value of
net assets as of June 30, 2005 to determine thee'@mnding Return to Common Stockholders."

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

General interest rate fluctuations/ave a substantial negative impact on our investmand investment opportunities and,
accordingly, may have a material adverse effedheestment objectives and our rate of return orgted capital. Because we borrow money
to make investments, our net investment incomejpgeddent upon the difference between the rate ishwie 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. Tragiices 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 @gker things being equal) than a fund investmelglg in shorter-term securities. A decline
in the prices of the debt we own could adversdigcatthe trading price of our shares.

When we are required to repay the amount paid to uderwriters by our investment adviser on our behalfin connection with our initial
public offering, we may have to realize losses artie amount that we have available for investment mabe reduced.

In connection with our initial publidfering, our investment adviser paid to the umdgers, on our behalf, an additional sales load
with respect to the offering of our shares in thgragate amount of $2,475,000. We are obligatedpay this amount, together with accrued
interest upon the occurrence of one or more ofdti@wing events on or before October 8, 2007:if{d@uring any four calendar quarter period
ending on or after October 8, 2005, the sum adfi) aggregate distributions to our stockholders@hdur change in net assets (defined as
total assets less indebtedness) equals or exce®dsof our net assets at the beginning of suclogdds adjusted for any share issuances or
repurchases) or (b) upon our liquidation. If onenarre of the above events does not occur on orééatober 8, 2007, we will not be
obligated to repay this amount. As of June 30, 2806h amount was recorded as a payable to thetineat adviser in the accompanying
consolidated balance sheet. To meet our obligatmnspay this amount while making distributionto stockholders necessary to maintain
our RIC status and avoid the imposition of fed@rebme and excise taxes, we may have to dispoagoftion of our investments. Any such
disposition could result in our realizing lossed aaduce the amount that we have available forsimrent.

21




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 valtimvestments 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 typeSfactors that may be considered in valuing onestments 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.

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

We generally make investments ingtévcompanies. Substantially all of these investaeril be subject to legal and other
restrictions on resale or otherwise are less ligjuésh publicly traded securities. The illiquiditfaur 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 manad 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, vaniatin 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 periodutdhoaot 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 aticbctors, and members of the investment comméterir 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 tionservices for other entities, which could ifger with the time available to provide
services to us. For example, Messrs. Ressler, RuaeKissick and Sachs each are and, following tffiiering, will continue to be, founding
members of Ares with significant responsibilities 6ther Ares funds. Mr. Ressler and Mr. Roserdinalrequired to devote a substantial
majority of their business time, and Mr. Kissickégjuired to devote a majority of his business titnghe affairs of ACOF. Ares believes that
the efforts of Messrs. Ressler, Rosenthal and &isslative to Ares Capital and ACOF will be syristig with and beneficial to the affairs of
each of Ares Capital and ACOF.
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Although other Ares funds generalljl have different primary investment objectiveathAres Capital, they may from time to time
invest in asset classes similar to those targetedrés Capital. Ares Capital Management will endeae allocate investment opportunities in
a fair and equitable manner, and in any event stersi with any fiduciary duties owed to Ares Cdpitevertheless, it is possible that we r
not be given the opportunity to participate in aarinvestments made by investment funds managéaviegtment managers affiliated with
Ares Capital Management.

As a result of regulatory restricpme are not permitted to invest in any portfalianpany in which Ares or any affiliate currently
has an investment. While we have determined notitently pursue obtaining an exemptive order ftbmSEC, we expect to co-invest on a
concurrent basis with other funds managed by Astse( than ACOF), subject to compliance with erigtiegulatory guidance, applicable
regulations and our allocation procedures.

We will pay management and incenfeas to Ares Capital Management, and will reimbuyses Capital Management for certain
expenses it incurs. As a result, investors in amnmon stock will invest on a "gross" basis and ikexdistributions on a "net" basis after
expenses, resulting in, among other things, a loaterof return than one might achieve throughadlirevestments.

Ares Capital Management's manageifeentvill be based on a percentage of our totaltagether than 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 @isidas as to whether to incur debt.

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 compantiesccelerate or defer interest or other obligetiowed to us from one calendar quarter to
another under circumstances where accrual wouldthetwise occur, such as acceleration or defefrdle declaration of a dividend or the
timing of a voluntary redemption. Acceleration dilligations may result in stockholders recogniziaggble gains earlier than anticipated,
while deferral of obligations creates incremenigk of an obligation becoming uncollectible in whdar in part if the issuer of the security
suffers subsequent deterioration in its financtaldition. Any such inducement by the investmentisetvsolely for the purpose of adjusting
the incentive fees would be a breach of the investradviser's fiduciary duty to us.

The part of the incentive fee paydiyais that relates to our pre-incentive fee ne¢stment income will be computed and paid on
income that may include interest that is accrudcbtiyet received in cash. If a portfolio compalgfaults on a loan that is structured to
provide accrued interest, it is possible that aedrinterest previously used in the calculatiorhefincentive fee will become uncollectible.

We rent office space from Ares Adretration, an affiliate of Ares Capital Managemeigl pay Ares Administration our allocable
portion of overhead and other expenses incurrefirbg Administration in performing its obligationader the administration agreement,
including rent and our allocable portion of thetaafsour officers and their respective staffs. Rermore, in connection with our initial public
offering our investment adviser paid to the undé@ess, on our behalf, an additional sales load wétpect to the offering of our shares in the
aggregate amount of $2,475,000. This amount muegibeursed under certain circumstances. As atrethiese arrangements, there ma
times when the management team of Ares Capital lsmant has interests that differ from those ofstackholders, giving rise to a confli
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Our stockholders may have conflictimgestment, tax and other objectives with respetheir 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 consequencef]icts 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 anotheckhmlder, especially with respect to stockholdedividual tax situations. In selecting and
structuring investments appropriate for us, ouestmnent 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 rendersiieices described in the investment
management agreement, and it will not be respanéilblany action of our board of directors in deiclg to follow our investment adviser's
advice or recommendations. Pursuant to the invedgtmanagement 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 performantieeir duties. We have agreed to indemnify, ddfand protect our investment adviser
and its managing members, officers and employettssregpect to all damages, liabilities, costs armbases resulting from acts of our
investment adviser not arising out of willful miagance, bad faith, gross negligence or recklessgdisd 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 ocgpensation even if we incur a loss.

Our investment adviser will be eetitlto incentive compensation for each fiscal quantan amount equal to a percentage of the
excess of our investment income for that quartefofle deducting incentive compensation, net opggdtisses and certain other items) above
a threshold return for that quarter. Our pre-ins@ntee net investment income for incentive compéinga purposes excludes realized and
unrealized capital losses that we may incur irfigeal 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 quaen if there is a decline in the value of
our portfolio or we incur a net loss for that qeart

Under the investment advisory and agg@ment agreement, we will defer cash paymentyfrarentive fee otherwise earned by our
investment adviser if, during the most recent folircalendar quarter period ending on or priottte date such payment is to be made, the
sum of (a) our aggregate distributions to our stotlters and (b) our change in net assets (defiad¢dtal assets less indebtedness) is less tha
8.0% of our net assets at the beginning of suclogeFhese calculations have been appropriatelygted for the first three calendar quarters
following our initial public offering and will bedjusted for any share issuances 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.
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Accordingly, any change in these laws or regulatjanr their interpretation, or any failure by ustmply with these laws or regulations may
adversely affect our business. As discussed altogee is a risk that certain investments that wenid to treat as qualifying assets will be
determined to not be eligible for such treatmemty Auch determination would have a material adveffeet 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 persait 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. Thé@.8.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 pgpproval 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 "Baa3Mwopdy's or lower than "BBB-" by Standard & Poorisidebtedness of below investment
grade quality is regarded as having predominambeslative characteristics with respect to thedssicapacity to pay interest and repay
principal. Our mezzanine investments may resudinmbove average amount of risk and volatilityosslof principal. We also invest in assets
other than mezzanine investments including first second lien loans, higfield securities, U.S. government securities, ¢rddiivatives an
other structured securities and certain directtggnvestments. These investments will entail addél risks that could adversely affect our
investment returns. In addition, to the extentriesé payments associated with such debt are ddfesueh debt will be subject to greater
fluctuations in value based on changes in intaess. Also, such debt could subject us to phamtaeme, and since we generally do not
receive any cash prior to maturity of the debt,ittvestment is of greater risk.

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

. these companies may have limited financial ressuacel may be unable to meet their obligations, lwhiay be accompanied
by a deterioration in the value of any collaterad @ reduction in the likelihood of us realizing/agjuarantees 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 germa@ahomic downturns;

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

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

changing businesses with products subject to aautie risk of obsolescence, and may require suthistl additional capital to
support
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their operations, finance expansion or maintaitr t@mpetitive position. In addition, our executioficers, directors and our
investment adviser may, in the ordinary courseusiiess, be named as defendants in litigatiomnarfsom 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 secod Isenior loans or mezzanine debt, we may acquireaws or other equity securities as well.
Our goal is ultimately to dispose of such equiterasts and realize gains upon our dispositioruct $nterests. However, the equity interests
we receive may not appreciate in value and, in faety decline in value. Accordingly, we may notdide 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.

We are currently invested in  faitd companies, though after full investment of thet proceeds of this offering we anticipate that
we will be invested in more than companies. Thisber may be higher or lower depending on theusrnof our assets under management
at any given time, market conditions and the extemthich we employ leverage, and will likely fluette over time. A consequence of this
limited number of investments is that the aggregettierns we realize may be significantly adversdfgcted if a small number of investments
perform poorly or if we need to write down the valf any one investment. Beyond our income taxrdifieation requirements, we do not
have fixed guidelines for diversification, and auestments could be concentrated in relatively partfolio 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 @ser¢he value of collateral securing some of camdaand 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 cimalease our funding costs, limit our access tacdptal markets or result in a decision by
lenders not to extend credit to us. These eventlklgrevent us from increasing investments and harnoperating results.

A portfolio company's failure to sdyi financial or operating covenants imposed bymusther lenders could lead to defaults and,
potentially, acceleration of the time when the bare 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 extemthich we actually provided managerial assistandbat portfolio company, a bankruptcy
court might recharacterize our debt holding andstibate all or a portion of our claim to that dfier creditors.
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In addition, lenders can be subject to lender liighilaims for actions taken by them where thegdree too involved in the borrower's
business or exercise control over the borrowes. possible that we could become subject to a ientiability claim, including as a result of
actions taken if we actually render significant isgerial 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 voérability to economic downturns.

We invest primarily in privately-hed@mpanies. Generally, little public informatiornistg about these companies, and we are
required to rely on the ability of Ares Capital Magement's investment professionals to obtain adedgufarmation to evaluate the potential
returns from investing in these companies. Thesegpamies and their financial information are notjsabto the Sarbane®xley Act and othe
rules that govern public companies. If we are uaabluncover all material information about thesmpanies, we may not make a fully
informed investment decision, and we may lose mamegur investments. Also, privately-held comparfieguently have less diverse
product lines and smaller market presence thaetargmpetitors, subjecting them to greater vulniétalbto economic downturns. These
factors could affect our investment returns.

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 hawemay be permitted to incur, other debt, or isstirer 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 onciviwve 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 siiegrranking 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 equitywséges 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 numidesignificant 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 requirdgiional capital and is unable to obtain it, weymat recover our investment
in equity securities; and

27




. in some cases, equity securities in which we inwésthot pay current dividends, and our abilityralize a return on o1
investment, as well as to recover our investmeilitp& dependent on the success of our portfolimganies. Even if the
portfolio companies are successful, our abilityealize 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 seaesitve receive or invest in
may be subject to restrictions on resale duringpgesrin which it could be advantageous to sell.

There are special risks associatél 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 althatiglas not yet received such income.

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

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

Our incentive fee may induce Ares Capital Managemerto make certain investments, including speculatie 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 moecafative than would be the case in the absensealf compensation arrangement. The
in which the incentive fee payable to our investtalviser is determined, which is calculated asragntage of the return on invested cay
may encourage our investment adviser to use legdmincrease the return on our investments. Uoeeain circumstances, the use of
leverage may increase the likelihood of defaulticlvlwould disfavor the holders of our common stank|uding investors in this offering. In
addition, the investment adviser will receive theeintive fee based, in part, upon net capital gaiakized on our investments. Unlike the
portion of the incentive fee based on income, tier® hurdle rate applicable to the portion of itieentive fee based on net capital gains. As
a result, the investment adviser may have a terydenovest more in investments that are likelydeult in capital gains as compared to
income producing securities. Such a practice coegdlt in our investing in more speculative se@sithan would otherwise be the case,
which could result in higher investment lossestipalarly during economic downturns. The part of thcentive fee payable by us that relates
to our pre-incentive fee net investment income ballcomputed and paid on income that may inclutiest that is accrued but not yet
received in cash. If a portfolio company defaulisadoan that is structured to provide accrued@ste it is possible that accrued interest
previously used in the calculation of the incenfiee will become uncollectible. The investment adviis not under any obligation to
reimburse us for any part of the incentive fe@daived that was based on accrued income that vex neceive as a result of a default by an
entity on the obligation that resulted in the aetaf such income.

Because of the structure of the itiwerfee, 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 ngesiment 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 additf market
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interest rates rise, we may be able to investaodd in debt instruments that provide for a higleturn, which would increase our pre-
incentive fee net investment income and make ieeésr our investment adviser to surpass the fixedlle rate and receive an incentive fee
based on such net investment income.

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 transachs.

Our investment strategy contemplataential investments in debt of foreign companirgesting in foreign companies may expose
us to additional risks not typically associatedhwiitvesting in U.S. companies. These risks inclcitinges 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 transactistscless government supervision of exchangekels@nd issuers, less developed
bankruptcy laws, difficulty in enforcing contractwbligations, lack of uniform accounting and aumdjtstandards and greater price volatility.

Although most of our investments vidl 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 are trade balances, thé ¢d\ahort-term interest rates, differences intietavalues of similar assets in different
currencies, long-term opportunities for investmemd capital appreciation, and political developreewe may employ hedging techniques to
minimize these risks, but we cannot assure youstheth strategies will be effective.

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 decltemvever, such hedging can establish other
positions designed to gain from those same devedosnthereby offsetting the decline in the valtisuzh portfolio positions. Such hedging
transactions may also limit the opportunity forrgdithe values of the portfolio positions shoutdiiease. 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 anésttete 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 corretatietween 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 perfectigiast 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.
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We will initially invest a portion of the net proceeds of this offering primarily in high-quality short-term investments, which will
generate lower rates of return than those expectedom the interest generated on first and second lieloans and mezzanine debt.

We will initially invest a portion @he 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 aoleo so, such dividends may be substantially tdiven 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 t@ontrol the entity, and
management of the company may make decisions thatudd decrease the value of our portfolio holdings.

We make both debt and minority eqiniyestments; therefore, we are subject to thethiaka portfolio company may make business
decisions with which we disagree, and the stocldrsldnd management of such company may take niskberwise act in ways that do not
serve our interests. As a result, a portfolio conyp@ay make decisions that could decrease the wdlaer portfolio holdings.

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

Our board of directors has the authoo modify or waive our current operating poéisiand our strategies without prior notice and
without stockholder approval. We cannot predictdffect any changes to our current operating pesieind strategies would have on our
business, operating results and value of our stdolwever, 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 THIS OFFERING
There is a risk that you may not receive dividendsr that our dividends may not grow over time.

We intend to make distributions oquarterly basis to our stockholders out of assgjally available for distribution. We cannot
assure you that we will achieve investment regblswill allow us to make a specified level of eakistributions 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&sjinty 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 oetremoval of our directors. We are subject to treyand 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 combimetis repealed or our board does not
approve a business combination, the Business CatitsmAct may discourage third parties from
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trying to acquire control of us and increase thgadilty of consummating such an offer. Our bylaggempt from the Maryland Control Share
Acquisition Act acquisitions of our common stockdayy person. If we amend our bylaws to repeal deengtion from the Control Share
Acquisition Act, the Control Share Acquisition Aalso may make it more difficult for a third partyabtain control of us and increase the
difficulty of consummating such an offer.

We have also adopted measures thatmae it difficult for a third party to obtain cwal of us, including provisions of our charter
classifying our board of directors in three classmwing staggered three-year terms, and provisibosr charter authorizing our board of
directors to classify or reclassify shares of dacls 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 sharesaK giat we have authority to issue. Tr
provisions, as well as other provisions of our t#raand bylaws, may delay, defer or prevent a &etisn 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 notiltetde for someone with lower risk tolerance.

The market price of our common stock may fluctuatesignificantly.

The market price and liquidity of timarket for shares of our common stock may be fiogmitly 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 tiag volume of securities of business developmentpmnies 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 otisiies litigation in the future. Securities
litigation could result in substantial costs andedi management's attention and resources frorbuginess.
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We may allocate the net proceeds from this offeringh ways with which you may not agree.

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

Our shares may trade at discounts from net asset iree.

Shares of closed-end investment canegarequently 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 distimtt the risk that our net asset value per share
decline. It is not possible to predict whether shares offered hereby will trade at, above, oreelet asset value.

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

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

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

Upon consummation of this offeringg will have shares of common stoatstanding (or shares of common
stock if the overallotment option is fully exerai§eFollowing this offering, sales of substantiml@nts of our common stock, or the
availability of such shares for sale, could advgraéfect the prevailing market prices for our coomstock. If this occurs and continues, it
could impair our ability to raise additional capitarough the sale of equity securities should wsir 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

We estimate that the net proceedwileeceive from the sale of shef our common stock in this offering will be
approximately $ (or approximately $ if the underwriters fully exercidesir overallotment option), in each case assuming a
public offering price of $ per share, affeducting the underwriting discounts and commissiof $ (or approximately
$ if the underwriters fully exercigeeir overallotment option) payable by us andneated offering expenses of approximately
$ payable by us.

We expect to use approximately $ of the net proceeds of this offg to repay outstanding indebtedness under the
Facility. The interest charged on the indebtedinessared under the Facility is based on the comiakpaper rate plus 1.25%. As
of , 2005, the commercial @amte was %. The Facility expires avémber 2, 2005, unless extended. We intend to us

the remainder of the net proceeds within 90 dayarid investments in portfolio companies in accoawith our investment objectives and
the strategies described in this prospectus angefoeral corporate purposes. However, it could sakmger time to invest substantially all of
the net proceeds, depending on the availabiligpgfropriate investment opportunities and marketlitmms.

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 opportunisitiwestments, including high-yield bonds, debt aqdi®y securities in collateralized debt
obligation vehicles, distressed debt or equity gdea of public companies. As part of this 30%, may also invest in debt of middle market
companies located outside of the United States;iwimvestments are not anticipated to be in exae$6% 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 wicipate 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@talize 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 fmmary investments we may make
while waiting to make longer-term investments imuit 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

Premium/ Premium/
- Discount of Discount of
Price Range High Sales Low
Price to Sales Price to Cash Dividend Per
NAV(1) High Low NAV NAV Share(2)
Fiscal 2005
First quartel $ 149¢$ 18.7¢$ 1557 25.2% 4.C% $ 0.3C
Second quarte $ 1497 $ 18.1¢$  15.9¢ 21.2% 7.2% $ 0.32
Third quarter
(through , 200 * $ $ * * %
Fiscal 2004
Fourth quarte $ 1443 $ 1978 $  15.0C 36.9% 4.0% $ 0.3C

Q) Net asset value per shareis determined as of the last day in the relevant quarter and therefore may not reflect the net asset value per
share on the date of the high and low closing sales prices. The net asset values shown are based on outstanding shares at the end of
each period.

2 Represents the dividend declared in the specified quarter.

* Net asset value has not yet been calculated for this period.

On , 2005, the lagtarted sales price of our common stock on The NAGQMational Market was $ per share. As of
June 30, 2005, we had 6 stockholders of recordugreg 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 decladdddend of $0.32 per share for the second quaift@005. Because of our limited
operating history, these are the only dividenddaie that we have declared on our common stock.

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 currently intend to distribute durigarh calendar year an amount at least
equal to the sum of (1) 98% of our ordinary incdorethe calendar year, (2) 98% of our capital géinexcess of capital losses for the one-
year period ending on October 31 of the calendar gad (3) any ordinary income and net capital ©#on preceding years that were
distributed during such years. In addition, althowge currently intend to distribute realized natita gains (.e. , net long-term capital gains
in excess of short-term capital losses), if anyeast annually,
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out of the assets legally available for such distiibns, we may in the future decide to retain staghital gains for investment. The
consequences of our retention of net capital gaiess described under "Material U.S. Federal lmc®ax Considerations." We cannot as
you that we will achieve results that will pernfietpayment of any cash distributions and, if weiinodebtedness or issue senior securi

we will be prohibited from making distributionsdbing so causes us to fail to maintain the assetrege ratios stipulated by the 1940 Act or
if distributions are limited by the terms of anyafr borrowings.

We maintain an "opt out" dividendmetstment plan for our common stockholders. Assalteif we declare a dividend, then
stockholders' cash dividends will be automaticediypvested in additional shares of our common stooless they specifically "opt out" of t
dividend reinvestment plan so as to receive cagletids. See "Dividend Reinvestment Plan."
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CAPITALIZATION

The following table sets forth (1)r@ctual capitalization at June 30, 2005 and (2)capitalization as adjusted to reflect the effects
of the sale of our common stock in this offeringuatassumed public offering price of $ §laare, after deducting the underwriting
discounts and commissions and offering expensestpapy us. You should read this table togethen Witse of Proceeds" and our balance
sheet included elsewhere in this prospectus.

As of June 30, 2005

Actual As Adjusted

Cash and cash equivalel $ 53,891,96 $
I I

Stockholders' Equity

Common stock, par value $.001 per share, 100,00@G66hmon shares authorized,

23,168,595 and common shares isanddutstanding, respectively| $ 23,16¢ $

Capital in excess of par vall 341,443,55

Accumulated net realized gain on sale of invests $ 5,581,48! $

Net unrealized depreciation on investme (115,26¢)

Total stockholders' equit $ 346,932,94 $

Total capitalization(2 $ 346,932,94 $
I I

(1) Does not include 184,859 shares issued under audddid Reinvestment Plan on July 15, 2005.

(2)  The above table reflects no debt outstanding dsioé 30, 2005. However as of 2005, the Company had

$ outstanding under the Facilityodgreds from the sale of our common stock in thisrioig will be used to pay down the

Facility.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITIONS AND
RESULTS OF OPERATIONS

The information contained in this section should be read in conjunction with the Selected Financial and Other Data and our financial
statements and notes thereto appearing el sewhere in this prospectus.

OVERVIEW

We were incorporated in Maryland gorif16, 2004 and initially funded on June 23, 2004 commenced material operations on
October 8, 2004. On October 8, 2004, we completednitial public offering (the "IPQO") of 11,000,0Ccommon shares, raising net proceeds
of $159.8 million. On March 23, 2005, we completgdadd-on offering of 12,075,000 shares of comntocks raising net proceeds of
$183.9 million. Our investment objectives are tograte both current income and capital apprecidtiough debt and equity investments.
We invest primarily in first and second lien sermans and longerm mezzanine debt, which in some cases may ia@adckequity compone!
and, to a lesser extent, in equity investments.f. drivate middle market companies.

We are an externally managed, noedified, closed-end investment company that iD&BAs a BDC, we are required to comply
with certain regulatory requirements. For instamee generally have to invest at least 70% of otal ssets in "qualifying assets," including
securities of private U.S. companies, cash, caslvalgnts, U.S. government securities and highityudébt investments that mature in one
year 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-incomeamsett diversification requirements.
Pursuant to this election, we generally will novéado pay corporate-level taxes on any incomeuwlgatlistribute 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 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 arah€ial condition for the periods presented. Adh#icant intercompany balances and
transactions have been eliminated.

I nvestments

Investment transactions are recoatettade date. Realized gains or losses are conhpstag the specific identification method. We
carry our investments at fair value, as determimedur board of directors. Investments for whictrkeaquotations are readily available are
valued at such market quotations. Debt and eqaityrities that are not publicly traded or whosekatprice is not readily available are
valued at fair value as determined in good faitlobyboard of directors. The types of factors thatmay take into account in fair value
pricing of our investments include, as relevang, tlature and realizable value of any collateral pbrtfolio company's ability to make
payments and its earnings and discounted cash fimamarkets in which the portfolio company doesitess, comparison to publicly traded
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 laléeé market value for most of the
investments in our
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portfolio, we value substantially all of our polittbinvestments at fair value as determined in gfaiith by our board under a valuation policy
and a consistently applied valuation process. Dubd inherent uncertainty of determining the failue of investments that do not have a
readily available market value, the fair value of mvestments may differ significantly from thelwes that would have been used had ar.
market existed for such investments, and the diffees could be material.

With respect to investments for whichrket quotations are not readily available, aart 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 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 auditimittee and, where appropriate, an independenttiatufirm.

As defined in the 1940 Act, Affiliatevestments are those in which we own more tharob#e portfolio company's outstanding
voting securities.

I nterest Income Recognition

Interest income, adjusted for amaitom of premium and accretion of discount, is rded on an accrual basis to the extent that sucl
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 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 lifa@féspective security using the effective yieldhrod. 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 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

Our investment adviser seeks to mlewassistance to the portfolio companies in commeetith the Company's investments and in
return we may receive fees for capital structusagvices. These fees are normally paid at thergdosi the investments, are generally non-
recurring and are recognized as revenue when eapmuclosing the investment. The services thafraugstment adviser provides vary by
investment, but generally consist of reviewing g credit facilities, arranging bank financingranging equity financing, structuring
financing from multiple lenders, structuring finamg from equity investors, restructuring existioguhs, raising equity and debt capital,
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and providing general financial advice, which celels upon closing of the loan. Our investment aahnisay also take a seat on the board of
directors of a portfolio company, or observe theetimgs of the board of directors without takingenfial seat. Any services of the above
nature subsequent to the closing would generathgigde a separate fee payable to the Companyrthircestances where the Company is
invited to participate as a co-lender in a trarisacand in the event that the Company does notigeasignificant services in connection with
the investment, a portion of loan fees paid toGoenpany in such situations may be deferred and timadrover the estimated life of the loan.

Foreign Currency Trandation

The Company's books and records 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, 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 operatimesulting from changes in foreign exchange rateisvestments 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.

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, amwitweg things, has made and
intends to continue to make the requisite distidng to its stockholders which will relieve the Quamy from Federal income or excise taxes.
Therefore, no provision has been recorded for Fddecome or excise taxes.

In order to qualify as a RIC, the Gmmy is required to distribute to its stockhold&rgeast 90% of investment company taxable
income, as defined by the Code.

In accordance with Statement of Fasi®3-2, "Determination, Disclosure, and Finan8tdtement Presentation of Income, Capital
Gain, and Return of Capital Distributions by Invesht Companies,” book and tax basis differenceding to stockholder distributions and
other permanent book and tax differences are r&filed to capital in excess of par. In additiorg ttharacter of income and gains to be
distributed is determined in accordance with incdaneregulations that may differ from accountinipiples generally accepted in the Uni
States of America, as highlighted in Note 6 to camsolidated financial statements.

Dividends

Dividends and distributions to comnstockholders are recorded on the record dateammint to be paid out as a dividend is
determined by the board of directors each quarneérsgenerally based upon the earnings estimatadadmagement. Net realized capital
gains, if any, are distributed at least annually.
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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 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 Egtimatesin the Preparation of Financial Statements

The preparation of financial statetseén conformity with accounting principles genéralccepted 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 Companiiaiicial 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.

PORTFOLIO AND INVESTMENT ACTIVITY

On September 16, 2004, we enteredantagreement with Royal Bank of Canada andfiliatds ("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 oweistment objectives.

Following the completion of our IP@ ©@ctober 8, 2004, we exercised our right to pusetaubstantially all of the assets in the
October Portfolio from RBC for approximately $1228lion. We purchased additional assets originaiiuded 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 afiestments in equity securities and
(E) $9.7 million of publicly traded fixed incomecagities 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 sensubordinated debt, (iii) $0.8 million of investme
in equity securities and (iv) $9.7 million of putlli traded fixed income securities during the peffimm October 8, 2004 (the date of the IPO
and commencement of substantial investment opesgtibrough December 31, 2004. Also during thegoer(A) $6.9 million of senior term
debt and (B) $22.0 million of senior subordinatetitdwvere redeemed.

Our investment adviser employs areatment rating system to categorize our investm&ats "Business—Ongoing Relationships
With and Monitoring of Portfolio Companies." We iesle that as of December 31, 2004, the weightedhgeeinvestment grade of the debt in
our portfolio is 3.0 and the weighted average yalduch debt and income producing equity secsriseapproximately 12.36% (computed as
(a) annual stated interest rate earned plus thammtal amortization of original issue discount aratket discount earned on accruing loans
and debt securities, divided by (b) total loans delbit securities at fair value).

For the six months ended June 3052@@ issued 14 new commitments in an aggregateiainod $208.4 million ($177.9 million to
new portfolio companies and $30.5 million to exigti
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portfolio companies). During the six months endede]30, 2005, we funded $165.9 million of such cémm@nts ($135.4 million to new
portfolio companies and $30.5 million to existingrifolio companies). The weighted average yield®fv debt and income producing equity
securities funded in connection with such investiménapproximately 9.96% (computed as (a) anrtated interest rate earned plus the net
annual amortization of original issue discount amatket discount earned on accruing loans and @ebirisies, divided by (b) total loans and
debt securities at fair value).

For the six months ended June 30520@& Company purchased (a) $118.1 million agdespancipal amount of senior term debt,
(b) $25.6 million aggregate principal amount ofisesubordinated debt, (c) $18 million aggregaiagpal amount of senior notes and
(d) $5.5 million of investments in equity secusti®uring the same period, (1) $34.6 million agategrincipal amount of senior term debt
and (2) $7.4 million aggregate principal amounserfior subordinated debt were redeemed. Additipngh) $3.0 million aggregate principal
amount of senior term debt and (B) $3.4 milliorirofestments in equity securities were sold. Asunfe]30, 2005, the Company held
investments in 27 portfolio companies.

We believe that as of June 30, 2808 weighted average investment grade of the dedntii portfolio is 3.1 and the weighted
average Yyield of such debt and income producingtygacurities is approximately 11.13% (computedagsinnual stated interest rate earned
plus the net annual amortization of original isdiseount and market discount earned on accruingslaad debt securities, divided by
(b) total loans and debt securities at fair value).

RESULTS OF OPERATIONS

We were incorporated on April 16, 2@hd commenced material operations in October.ZDdrefore, there is no period with
which to compare the results of operations forsitenonths ended June 30, 2005 or the year endeeniizer 31, 2004.

For the six months ended June 30, 2005

Total Investment Incom $ 15,352,20
Total Expense 6,054,24.
Net Investment Incom 9,297,96.
Net Realized Gai 7,154,41.
Net Unrealized Los (346,21
Net Increase in Stockholders' Equity Resulting F@peration: $ 16,106,16
I

Investment Income

Total investment income for the paramnsisted of approximately $12.0 million in irgstrincome from investments, $596,000 in
interest income from cash and cash equivalents5,$88 in dividend income from investments, $1.8iomlin capital structuring service fees
from the closing of newly originated loans, and 200 in facility fees and other income. Of the mgpmately $12.0 million in interest
income from investments, non-cash PIK interestimeavas $1.5 million.

Expenses

Total expenses for the period cordistf approximately $1.8 million in base managenfiees, $2.1 million in incentive management
fees, $489,000 in general and administrative exger#&186,000 in professional fees, $158,000 facthr fees, $287,000 in insurance
expenses, $438,000 in interest expense and faf@bty, $84,000 in interest expense payable torwasiment adviser (related to
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underwriting costs payable to the our investmentszd), $131,000 in amortization of debt issuanzst and $70,000 in other expenses.

Net Unrealized Appreciation on Investments

For the six months ended June 30520® Company's investments had a decrease imnedlized appreciation of $346,000.

Net Realized Gains/Losses

During the six months ended June2B05, the Company had $55.6 million of sales apdyments resulting in $7.2 million of net
realized gains.

Net Increase in Stockholders' Equity Resulting FromOperations

Net increase in stockholders' equesulting from operations for the period was apprately $16.1 million. Based on the weighted
average shares outstanding during the six monttisdedune 30, 2005, our net increase in stockholdgusty resulting from operations per
common share was $0.91.

For the period from June 23, 2004 (inception) through December 31, 2004

Results for the period from JuneZB)4 (inception) through December 31, 2004 ar®b®is:

Investment Incom $ 4,380,84i
Total Expense 1,665,75.
Net Investment Incom 2,715,09!
Net Realized Gail 244 ,44¢
Net Unrealized Gail 230,94°
Net Increase in Stockholders' Equity Resulting F@peration: $ 3,190,48!
|

Investment Income

Investment income for the period dstes! of approximately $3.57 million in interescame from investments, $39,000 in interest
income from cash and cash equivalents, $191,000/idend income, $542,000 in capital structuring/Be fees from the closing of newly
originated loans, and $34,000 in facility fees attter income. Of the approximately $3.57 milliorinterest income from investments, non-
cash PIK interest income was $509,000.

Total Expenses

Total expenses for the period coeslistf approximately $472,000 in base managemest $5,000 in incentive management fees,
$136,000 in general and administrative expenseZ6,880 in professional fees, $120,000 for direfges, $162,000 in insurance expenses,
$96,000 in interest expense and facility fees, @ jn amortization of debt issuance cost, $8,00&ther expense, and a one-time charge of
$199,000 in organizational expenses.

Net Increase in Stockholders' Equity Resulting FromOperations

Net increase in stockholders' equésulting from operations for the period was apprately $3.2 million. Our net increase in
stockholders' equity resulting from operations ganmon share for the period from June 23, 2004(fition) through December 31, 2004
was $0.29.
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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 lbeW\&d are obligated to repay this amount, togettidr the accrued interest upon the
occurrence of one or more of the following evemtsobefore 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 netsassthe beginning of such period (as adjustedriyg share issuances or repurchases) or
(b) upon the Company's liquidation. If one or mof¢he above events does not occur on or beforel@ct8, 2007, we will not be obligatec
repay this amount. As of June 30, 2005, such amwaatrecorded as a payable to the investment adwitlee accompanying consolidated
balance sheet. We received approximately $159 omih net proceeds from the IPO.

On March 23, 2005, we completed ah-@al public offering (the "Add-on Offering") of 1275,000 shares of common stock
(including the underwriters' overallotment of 1,57 common shares) at $16.00 per share, lessdamwiriting discount and commissions
totaling $.72 per share. We received approxim&&B3.9 million in proceeds net of underwriting afféring costs.

A portion of the proceeds from thedAoh Offering was used to repay outstanding indirtées under our Facility. The remaining
unused portion of the proceeds from the Add-on @ffehas been used to fund investments in portimdmpanies in accordance with our
investment objectives and strategies.

As of June 30, 2005 and DecembelB04, the fair value of investments and cash ast eguivalents, and the outstanding
borrowings under the Facility were as follows:

June 30, 2005 December 31, 2004

Cash and cash equivalel $ 53,891,96 $ 26,806,16
Senior term dek 143,638,56 63,118,67
Senior note! 22,786,04 5,997,64!
Senior subordinated de 97,534,40 78,169,59
Collateralized debt obligatior 8,184,76! 8,281,76!
Equity securitie: 30,154,42 26,992,46
Total $ 356,190,16 $ 209,366,30
. |

Outstanding borrowing $ — 3 55,500,00
I

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
Facility, pursuant to which our wholly owned suliaigt Ares Capital CP can obtain financing for tleguisition of loans from Ares Capital as
described in more detail in Note 8 to our consaéddinancial statements as of December 31, 200Aptil 2005, the Company entered into
an amendment that increased the available amouhbfoowing under the Facility from $150.0 millios $225.0 million (see Note 7 to the
consolidated financial statements as of June 305 & more detail of the Facility arrangement).ds , 2005, the outstanding princ
balance under the Facility was approximately $ million, which bears interest at a rate éqadhe commercial paper rate plus 125 basis
points. As of , 2005, the commercial gramate was %. The Facility expires ayvémber 2, 2005 unless extended prior to such
date for an additional 364-day period with the emof the lender. As of December 31, 2004, thetanting principal balance under the
Facility was approximately
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$55.5 million which bears interest at a rate eqoidhe commercial paper rate plus 125 basis poftgof December 31, 2004, the commercial
paper rate was 2.3152%.

A summary of our contractual paymapiigations as of December 31, 2004 are as follows:

Payments Due by Period

Less than After
Total 1 year 1-3years 4-5years 5years
Credit facility payable $ 55,500,000 $ 55,500,000 — — —
As of , 20@Be outstanding principal balance under the Fgailihs approximately $ , Which bearsnete at a
rate equal to the commercial paper rate plus 125 pints. As of , 200% tommercial paper rate was %.

We anticipate borrowing funds andiisg additional equity securities to obtain additibcapital. We have filed a registration
statement with the SEC that would permit us toeago to $287,500,000 of our common stock. We exjoease the proceeds from this
offering to repay borrowings under our Facility ftimd investments in portfolio companies in accomawith our investment objectives and
strategies and for general corporate purposes.

OFF-BALANCE SHEET ARRANGEMENTS

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.

As a part of the IPO, our investmaatiser, on our behalf, agreed to pay the undesrer$0.225 of the $0.675 per share in
underwriting discount and commissions for a tofamproximately $2.5 million. We are obligated &pay this amount, together with accrued
interest upon the occurrence of one or more ofdtiewing events on or before October 8, 2007:if{d@uring any four calendar quarter period
ending on or after October 8, 2005 the sum oh@)daggregate distributions to the stockholders(&nthe change in net assets (defined as
total assets less indebtedness) equals or exced¥®dsof the net assets at the beginning of suclo@deas adjusted for any share issuances or
repurchases) or (b) upon the Company's liquidatfaame or more of the above events does not oonwr before October 8, 2007, we will
not be obligated to repay this amount. As of JUne2B05, such amount was recorded as a payable iowestment adviser in the
accompanying consolidated balance sheet.

As of June 30, 2005, the Companydwmdmitted to make a total of approximately $16.8iom of investments in various revolving
senior secured loans. As of June 30, 2005, $16l®miwas 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. We are also
subject to foreign currency risk as certain of imwestments are denominated in Eurodollars.

Interest Rate Risk

As of December 31, 2004, approximedé% of the investments in our portfolio wereigéél rates while approximately 37% wert
variable rates. As of June 30, 2005, approxim&déBt of the investments in our portfolio were aefixates while approximately 53% wer.
variable rates. In addition, the Facility is a abfe rate borrowing facility.
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To illustrate the potential impactobfanges in interest rates, we have performedoif@ving analysis based on our December 31,
2004 balance sheet and assuming no changes invastinent and borrowing structure. Under this aig)ya 100 basis point increase in the
various base rates would result in an increaset@rest income of approximately $675,000 and arease in interest expense of $555,000
over the 12 months following December 31, 200408 basis point decrease in the various base rateklwesult in a decrease in interest
income of approximately $675,000 and a decreas#enest expense of $555,000 over the 12 monthsaolg December 31, 2004.

In addition, we have performed thiéofeing analysis based on our June 30, 2005 balaheet and assuming no changes in our
investment and borrowing structure. Under this gsig) a 100 basis point increase in the varioue bags would result in an increase in
interest income of approximately $1,607,000 over1A months following June 30, 2005. A 100 basiatmtecrease in the various base rates
would result in a decrease in interest income pfagdmately $1,607,000 over the 12 months followdume 30, 2005.

As of December 31, 2004, we employedhedging against the fixed rate positions ofpthetfolio. On January 7, 2005, we entered
into a costless collar agreement in order to matlagexposure to changing interest rates relatdtet@ompany's fixed rate investments. The
costless collar agreement was for a notional amoL®20 million, has a cap of 6.5%, a floor of Z&2nd matures in 2008. The costless
collar agreement allows us to receive an interaghqent when the 3-month LIBOR exceeds 6.5% andjatals us to pay an interest payment
when the 3-month LIBOR is less than 2.72%. Thelesstcollar resets quarterly based on the 3-molBRR. As of June 30, 2005, the 3-
month LIBOR was 3.52%. As of June 30, 2005, thes@sdtives had no fair value.

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 pap#te in the benefits of lower interest rates\
respect to our portfolio investments.

Portfolio Valuation

We carry our investments at fair ealas determined by our board of directors in dadti based on the input of our investment
adviser and audit committee and, where appropraténdependent valuation firm. Investments foralhihinarket 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 determinegbind faith by our board of directors. The type$agtors that we may take into account in
fair value pricing of our investments include, aevant, the nature and realizable value of ankatohl, the portfolio company's ability to
make payments and its earnings and discountedficashthe markets in which the portfolio companyeddusiness, comparison to publicly
traded 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 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 signifidgrftom the values that would have been
used had a ready market existed for such investmant the differences could be material.

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

As of December 31, 2004, our investhportfolio consisted of 97.3% of investments daimated in U.S. dollars and 2.7% of
investments denominated in Euro dollars. As of Bhe?005, our investment portfolio consisted o294 of investments denominated in
U.S. dollars and 5.8% of investments denominatetliro dollars. We may hedge against foreign exchaatg fluctuations by using standard
hedging instruments such as futures, options, arvdafrd contracts. For the period from June 23, A0tzkption) through December 31, 2004
and the six months ended June 30, 2005, we didngage in any foreign currency hedging activities.
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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. Hidridicates information which the SEC expresslgsiaot require to be disclosed for
certain types of senior securities.

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)
Facility
2004 (as of December 31, 20( $ 55,500,000 $ 3,877.6. $ — 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 senioresurepresenting indebtedness is calculatediasansolidated total assets, less all
liabilities and indebtedness not represented biossacurities, divided by senior securities repngisig indebtedness. This asset
coverage ratio is multiplied by $1,000 to deterntime Asset Coverage Per Unit.

(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.

4) Not applicable, as senior securities are not remgst for public trading.

In addition, in connection with ouitial public offering our investment adviser paidunderwriters, on our behalf, an aggregate of
$2,475,000 in additional sales load. This amountwEs interest at a variable rate that adjuststeequal to the three-month LIBOR plus
2.00% per annum, compounded quarterly. We are atieligto repay this amount, together with accruestést upon the occurrence of one or
more of the following events on or before Octobe2®)7: (a) if during any four calendar quarterigeétiending on or after October 8, 2005,
the sum of (i) our aggregate distributions to dockholders and (ii) our change in net assetsiidefas total assets less indebtedness) equals
or exceeds 7.0% of our net assets at the begimfiagch period (as adjusted for any share issuastcepurchases) or (b) upon our
liquidation. If one or more of the above eventssioet occur on or before October 8, 2007, we watllve obligated to repay this amount. As
of June 30, 2005, such amount was recorded asableaty our investment adviser in the accompangonsolidated balance sheet.
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BUSINESS
GENERAL

Ares Capital is a closed-end, noredified management investment company that isagggias a BDC under the 1940 Act. We
were founded in April 2004 and completed our ihitiablic offering on October 8, 2004. Ares Cap#afivestment objectives are to generate
both current income and capital appreciation throdigbt and equity investments by primarily invegtim U.S. middle market companies,
where we believe the supply of primary capitainsited and the investment opportunities are mdsaetive.

We primarily invest in first and sechlien senior loans and long-term mezzanine del#ome cases, we may also receive warrants
or options in connection with our debt investmefsr investments will initially range between $10lion and $50 million each, although
the investment sizes may be more or less tharatheted range. We also, to a lesser extent, makity égvestments in private middle market
companies. These investments are generally leasptamillion each and made in conjunction withngave make to these companies.

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 ¢éegaverage 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 owrfolio. 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 natiopretognized 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 Aresaatment platform assists our investment advisanalyzing, structuring and monitoring
investments. Ares' senior principals have workegbtioer for many years and have substantial expegigninvesting in senior loans, high
yield bonds, mezzanine debt and private equity. Cbepany has access to the Ares staff of approeigndb investment professionals anc
the 28 administrative professionals employed bysAvbo provide assistance in accounting, legal, diamge and investor relations.

While our primary focus is to generatirrent income and capital appreciation thromglestments 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 malpdecinvestments in high-yield bonds, debt and tycgécurities in collateralized debt
obligation vehicles and distressed debt or equitysties of public companies. We expect that thpegsic 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 natigrted to be in excess of 10% of the portfolitha time such investments are made.

About Ares

Ares is an independent Los Angelesetddirm with 96 employees that manages investiiugris that have approximately
$7.3 billion of committed capital. Ares was founded 997 by a group of highly experienced investhp@nfessionals.

Ares specializes in originating andnaging assets in both the leveraged finance anat@requity markets. Ares' leveraged finance
activities include the acquisition and managemésteaior
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loans, high yield bonds, mezzanine and speciatsitn investments. Ares' private equity activitiesus on providing flexible, long-term
junior capital to undercapitalized middle marketng@nies. Ares has the ability to invest acrosspétalastructure, from senior secured floa
rate debt to common equity.

Ares is comprised of the followinggps:

. Capital Markets Group . The Ares Capital Markets Group currently manageariety of funds and investment vehicles that
have approximately $5.9 billion of committed capitaimarily focusing on syndicated senior secumhs, high yield bonds,
distressed debt and other liquid fixed income itmests. The Capital Markets Group focuses primaniyliquid fixed income
debt securities and other publicly traded debt Sges.

. 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 $750 million of committed capital. ACOF
generally makes private equity investments in n@ddhrket companies and in amounts substantiathetahan the private
equity investments anticipated to be made by Arsit@l. The Private Equity Group generally focusesontrol-oriented
equity investments in under-capitalized companresompanies with capital structure issues.

Ares' senior principals have beenkivay together as a group for many years and hawvarage of over 20 years of experience in
leveraged finance, private equity, distressed debestment banking and capital markets. They ackéd by a large team of highly-
disciplined professionals. Ares' rigorous investtregsproach is based upon an intensive, indeperiitamicial 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 tasinsaction development team of 12
investment professionals, including our Presidstithael J. Arougheti, which team is augmented bgsAadditional investment
professionals, primarily its 20 member Capital MaskGroup. Ares Capital Management's investmenntttee has five 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' industry analysts currently mamtasearch on over 600 companies. Ares funds hade mmvestments in over 650 companies
in over 30 different industries and currently holger 300 investments in over 30 different industrie

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

. Consolidation of senior lenders . Between January 1990 and March 2005, the broadebeonsolidation in the U.S. financial
services industry has reduced the number of FD#Qried financial institutions from approximately Q&0 to 9,000. We
believe that the remaining financial institutiores/a de-emphasized their service and product offeria
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middle-market businesses in recent years in faztamaling to large corporate clients and managagjtal markets
transactions.

. Increasein demand for primary capital . A continuing preference for high-yield bond issadove $150 million and a lack of
alternative financing sources have also resulteddignificant increase in demand for primary apitesulting in higher rates
of return with lower risk characteristics. As evide of this trend, the average deal size in thke-higld market has grown fro
approximately $159 million in 1992 to almost $26Dion in 2004 and, in 2004, fewer than 9% of thghiyield issues raised
less than $100 million.

. Large pool of uninvested private equity capital . We also believe there is a large pool of unire@grivate equity capital for
middle market companies. We expect that privatétgdiums will be active investors in middle markatmpanies and that
these private equity funds will seek to leveragartinvestments by combining capital with seniarwsed loans and mezzanine
debt from other sources. During the past five yearss has co-invested with more than 30 privatgtg@nd venture capital
funds. Through these relationships and contact@ntieipate that we will have access to investnogmortunities.

COMPETITIVE ADVANTAGES

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

Existing investment platform

Ares currently manages approxima$dlyg billion of committed capital in the relatedesclasses 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

Antony Ressler, Bennett Rosenthdind€issick and David Sachs are all founding membéssres 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 leverageoho 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 12 investment professionatduding Mr. Arougheti), which team is augmentedargs' additional investment
professionals, primarily its 20 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 will liefrem this experience. Our investment
adviser uses Ares' extensive network of relatiqushiith intermediaries focused on middle market ganies, including management teams,
members of the investment banking community, peivejuity groups and other investment firms with mh&res has had long-term
relationships. We expect this network will enabdeta attract well-positioned prospective portfammpany investments. In particular, our
investment adviser works closely with the Ares' i@dplarkets Group investment professionals whorsee a portfolio of investments in
over
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300 companies and provide access to an extensiwerkeof relationships and special insights intdustry trends and the state 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 13 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, Atapital 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;

. Management teams with demonstrated track recomigemnomic incentives;

. Rates of return commensurate with the perceivédd;rend

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

Extensive industry focus

We concentrate our investing actgtin industries with a history of predictable alegiendable cash flows and in which the Ares
investment professionals historically have had msitee investment experience. Since its inceptiohd@7, Ares investment professionals
have invested in over 650 companies in over 3@ufit industries. Ares' Capital Markets Group pilesia large team of in-house analysts
with significant expertise and relationships inustties in which we are likely to invest. The CapMarkets Group financial analysts
maintain research on over 600 companies. Ares imarg professionals have developed long-term makips with management teams and
management consultants in these industries, asawsllibstantial information concerning these intessand potential trends within these
industries. The experience of Ares' investmentgasibnals in investing across these industriesigiirout various stages of the economic
cycle provides our investment adviser with accessgoing market insights and favorable investno@mortunities.

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 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 capitaltatriso that we can make investments consistehtawit 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 texgid under the Advisers Act. Under our
investment advisory and management agreement, weedteed to pay Ares Capital Management an afrasa management fee based on
our total assets (other than cash and cash equtsalaut including assets
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purchased with borrowed funds), and an incentieebfesed on our performance. See "Management—Ingas#avisory and Management
Agreement."

As a BDC, are required to comply wi#rtain regulatory requirements. For example, wald/not generally be permitted to inves
any portfolio company in which Ares or any of iffilates currently has an investment (althoughmay co-invest on a concurrent basis with
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.

Also, while we are permitted to ficaninvestments 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."

INVESTMENTS

We seek to create a diversified pdidfthat will include first and second lien senioans and mezzanine debt by investing a range o
$10 million to $50 million of capital, on averagathough the investment sizes may be more or Wssalso anticipate, to a lesser extent,
making equity investments in private middle mad@npanies. These investments will generally bettess $10 million each and made in
conjunction with loans we make to these compamésexpect that our target portfolio over time wriltlude both first and second lien senior
loans and mezzanine debt, and, to a lesser epiévdte equity securities. In addition to origimatinvestments, we may acquire investments
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 prefeqatty in a borrowers' capital structure. Typigathezzanine debt has elements of both
debt and equity instruments, offering the fixedires in the form of interest payments associate¢d sénior 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 amoitnaschedule 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.

We also intend, to a lesser extentake equity investments in private middle madahpanies. In making an investment, in
addition to considering the factors discussed beloder "Investment Selection,” we also considertitecipated timing of a liquidity event,
such as a public offering, sale of the companydemption of our equity securities.
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Our principal focus is to invest irst and second lien senior loans and mezzanineatel) to a lesser extent, equity capital, of
middle market companies in a variety of industri&s generally target companies that generate pesitish flows. Ares has a staff of 16
investment professionals who specialize in speaifiistries. We will generally seek to invest immaanies from the industries in which Ar
investment professionals have direct expertise.folh@wing is a representative list of the industrin which Ares has invested.

. Aerospace and Defense
. Airlines

. Broadcasting/Cable

. Chemicals

. Consumer Products

. Energy

. Environmental Services
. Food and Beverage

. Gaming

. Health Care

. Homebuilding

. Lodging and Leisure

. Metals/Mining

. Paper and Forest Products
. Retail
. Supermarket and Drug

. Technology

. Wireless Telecom and Wireline Telecom
However, we may invest in other irtdes if we are presented with attractive opporiesi

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 conawrent basis with funds managed by Ares, sulbjecdompliance 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, wayrmvest up to 30% of the portfolio in opportuishvestments in high-yield bonds, debt and
equity securities in collateralized debt obligati@hicles, distressed debt or equity securitigsubllic companies. We expect that these public
companies generally will have debt that is non-#treent grade. We also may invest in debt of miduieket companies located outside of
the United States, which investments are not gratted to be in excess of 10% of the portfolio atttime such investments are made.
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INVESTMENT SELECTION

Ares' investment philosophy was depet over the past 13 years and has remained tamtdisroughout a number of economic
cycles. In managing the Company, Ares Capital Manant will employ the same investment philosophy partfolio management
methodologies used by the investment professi@falses in Ares' private investment funds.

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

. an assessment of the overall macroeconomic envenhand financial markets;
. company-specific research and analysis; and
. with respect to each individual company, an emghasicapital preservation, low volatility and mindation 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 will follow a rigorous procbasec
on:

. 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 invaxésnsive 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 wilbiwe a somewhat different approach, the regulardiligence steps generally to be
undertaken include:

. meeting with management to get an insider's viethetbusiness, and to probe for potential weakiseadeusiness prospects;
. checking management backgrounds and references;

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

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

. contacting customers and vendors to assess baittesagprospects 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 treadsl future prospects (including Wall Street resieaindustry association
literature and general news);
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. assessing asset value and the ability of physifastructure and information systems to handlegted growth; an

. investigating legal risks and financial and accounsystems.

Selective investment process

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

After an investment has been idesdifand diligence has been completed, a creditngsaad analysis report is prepared. This re
will be reviewed by the senior investment profesaidn charge of the potential investment. If saehior 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 suiatatonsensus of the investment
committee. Additional due diligence with respecatty investment may be conducted on our behalttoyreeys and independent accountants
prior to the closing of the investment, as welb#ser outside advisers, as appropriate.

Investment structure

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

Debt investments

We invest in portfolio companies paily in the form of first and second lien senioahs and long-term mezzanine debt. The first
and second lien senior loans generally to havest@fthree to ten years. We generally obtain sgcinterests 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 form
first or second priority liens on the assets obefplio company.

We structure our mezzanine investsienitnarily as unsecured, subordinated loans ttwatigle for relatively high, fixed interest ra
that provide us with significant current interestame. The mezzanine debt investments generally tesiins of up to ten years. These loans
typically have interest-only payments in the egears, with amortization of principal deferred he {ater years of the mezzanine debt. In
some cases, we may enter into loans that, by tiwens, convert into equity or additional debt ofedg@payments of interest (or at least cash
interest) for the first few years after our investrh Also, in some cases our mezzanine debt witidlateralized 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 ttaa Iby the amount of interest due on the
then-outstanding aggregate principal amount of $o@h.

In the case of our first and secaded 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 improvera8tability. For example, in
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addition to seeking a senior position in the cagitiaucture of our portfolio companies, we will keehere appropriate, to limit the downside
potential of our investments by:

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

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

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

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

In general, Ares Capital Managemaallides financial covenants and terms that requririssuer to reduce leverage, thereby
enhancing credit quality. These methods inclugeanéiintenance leverage covenants requiring a deiageaatio 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 oftuidress or capitalization without consent.

Our debt investments may include Boigatures, 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 ggiriterest. 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 will also obtain registration rightsamection with these equity interests, which majude demand 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 equibhergdly has a preference over common equity asstaltlitions on liquidation and
dividends. In some cases, we may acquire commoityetjugeneral, our equity investments will notdentrol-oriented investments and we
expect that in many cases we will acquire equitpstes as part of a group of private equity irtees in which we are not the lead investor.
With respect to preferred or common equity investimewe expect to make investments that will gdheba less than $10 million each and
made in conjunction with loans that we make toisiseers. In many cases, we will also obtain regfistn rights in connection with these
equity interests, which may include demand andd¥yiigck" registration rights.

ONGOING RELATIONSHIPS WITH AND MONITORING OF PORTFO LIO COMPANIES

Ares Capital Management will closeignitor each investment we make, maintain a reglildogue with both the management te
and other stakeholders and seek specifically &ildinancial reporting. In addition, senior investmhprofessionals of Ares sometimes take
board seats or board observation seats. As of Jun2005, we have board seats or board observediais on more than 30% of the operating
companies in our portfolio.

Post-investment, in addition to camets and other contractual rights, Ares will see&xert significant influence through board
participation, when appropriate, and by activelykireg with management on strategic initiatives. #\adten introduces managers of
companies in which they have
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invested to other portfolio companies to capitabmecomplementary business activities and bestipesc

In addition to various risk manageiremd monitoring tools, we intend to grade all lpan a scale of 1 to 4. This system is intended
to reflect the performance of the borrower's bussnéhe collateral coverage of the loans and d#tieors considered relevant.

Under this system, loans with a grafi¢ involve the least amount of risk in our polith. The borrower is performing above
expectations and the trends and risk factors anergHly favorable. Loans graded 3 involve a leveisk that is similar to the risk at the time
of origination. The borrower is performing as exXpecand the risk factors are neutral to favoradlenew loans are initially graded 3. Loans
graded 2 involve a borrower performing below expgohs and indicates that the loan's risk has as@é 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 orahié borrower and the fair value generally wéllbwered. A loan grade of 1 indicates
that the borrower is performing materially belovpegtations and that the loan risk has substanfiatheased since origination. Most or all of
the debt covenants are out of compliance and patgaea substantially delinquent. Loans graded hatranticipated to be repaid in full.

MANAGERIAL ASSISTANCE

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

COMPETITION

Our primary competitors to providedhcing to middle market companies will include lpuand private funds, commercial and
investment banks, commercial financing companiespivate equity funds. Many of our competitors substantially larger and have
considerably greater financial, technical and mtimgeresources than we do. For example, some catmzeiay 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 thalRwthermore, many of our competitors
not subject to the regulatory restrictions thatIBd0 Act will impose on us as a BDC. We expeaide the industry information of Ares'
investment professionals to which we will have asde assess investment risks and determine ajgpricing for our investments in
portfolio companies. In addition, we expect that thlationships of the members of Ares Capital M@n@ent's investment committees and of
the senior principals of Ares, will enable us tarfeabout, and compete effectively for, financipgartunities with attractive middle market
companies in the industries in which we seek testvFor additional information concerning the cetitive risks we face, see "Risk
Factors—Risks Relating to our Business—We operatehighly competitive market for investment oppaities.”

LEVERAGE

In October 2004, our wholly owned sidiary Ares Capital CP Funding LLC ("Ares Capi@"), a single member, special purpose,
limited liability company was established for tlimited purpose of effecting the Facility. On Novesn3, 2004, Ares Capital CP entered into
the Facility, pursuant to which Ares Capital CP noéayain financing for the acquisition of loans frémes Capital.
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On April 8, 2005, we amended the Facility to inse#he amount available for borrowing from $150,000 to $225,000,000.

Under the Facility, funds are loatedres Capital CP by or through Wachovia Capitalrkéts, LLC at prevailing commercial pay
rates, or if the commercial paper market is attang unavailable at prevailing LIBOR rates, plusgach case, an applicable spread. The
funds are used for the simultaneous purchase by Bapital CP from the Company of loan investmentsirated or otherwise acquired by
the Company. Through this simultaneous purchase the Company by Ares Capital CP with funds obtdibg Ares Capital CP from the
Facility, the Company is able to obtain the besdditthe Facility.

As part of the Facility, we are suj® limitations as to how borrowed funds may bediincluding restrictions on geographic
concentrations, sector concentrations, loan sagnent frequency and status, average life, codaieterests and investment ratings as well
as regulatory restrictions on leverage which mégcafthe amount of funds that Ares Capital CP miataio. There are also certain
requirements relating to portfolio performance)uding required minimum portfolio yield and limitahs on delinquencies and charge-offs,
violation of which could result in the early amaettion of the Facility and limit further advancesder the Facility and in some cases could be
an event of default. Such limitations, requiremeatsl associated defined terms are as providdd tbe documents governing the Facility.
The interest charged on the funds is based onaimenercial paper rate plus 1.25% and payable glartes of , 2005, the
commercial paper rate was %. The Fgaitpires on November 2, 2005 unless extended fmisuch date for an additional 364 day
period with the consent of the lender. If the Fgcik not extended, any principal amounts therstauiding will be amortized over a 24 month
period through a termination date of November B72@nder the terms of the Facility, we are requiepay a one-time 0.25% structuring
fee and a 0.375% renewal fee on each of the twisfellowing the closing date of the Facility. Atidnally, we are also required to pay a
0.175% commitment (subject to adjustment as desdtielow) fee for any unused portion of the Facilit

In connection with amending the Facibn April 8, 2005, we paid a one-time structgriiee of 0.25% of the increased available
amount equal to $187,500, and a 0.375% renewalrféhe new total available for borrowing amountatidition, the commitment fee
required to be paid for any unused portion of theilky was reduced to 0.11% until the earlier @f the date the total borrowings outstanding
exceed $150.0 million or (b) October 3, 2005, afthich the commitment fee will be 0.175%.

As of Q05, the principal amount outstanding under theliBawas $ and our assetarage for
senior securities was %.

We intend to continue borrowing untter Facility in the future and we may increasedize of the Facility or otherwise issue debt
securities or other evidences of indebtednessvitip the consummation of this offering.

STAFFING

We do not currently have any empleyaed do not expect to have any employees. Seméessary 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 dixecafficers described under "Management" is aplegee of Ares Administration and/
Ares Capital Management. Our day-to-day investrogerations will be managed by our investment advidest of the services necessary
for the origination and administration of our intrasnt portfolio are provided by investment profeasis employed by Ares Capital
Management. Including Michael J. Arougheti, ourditent who will also serve on Ares Capital Managetsdnvestment committee, Ares
Capital Management has 12 investment
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professionals who focus on origination and traneaalevelopment and monitoring of our investme8ee "Management—Investment
Advisory and Management Agreement.” In addition,wilereimburse Ares Administration for our allodatportion of expenses incurred b
in performing its obligations under the administatagreement, including rent and our allocabldiporof the cost of our officers and their
respective staffs. See "Management—Administratigne&ment."

PROPERTIES

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 ledat 780 Third Avenue, 46th Floor, New York, Newrk' 10017, telephone number
(212) 750-7300. In conjunction with the managenwmires Capital, our investment adviser may leatgitenal office facilities in New
York to facilitate origination and marketing acties for Ares Capital.

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

Our investment adviser employs argtment rating system to categorize our investm&as "Business—Ongoing Relationships
With and Monitoring of Portfolio Companies.” We iese at as of June 30, 2005, the weighted averagsiment grade of the debt in our
portfolio is 3.1. As of June 30, 2005, the weightwerage yield of the debt and income producingtggecurities in our portfolio was
approximately 11.13% (computed as (a) the anna&dtinterest 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 céflelata as of June 30, 2005. We own less than
15% of the equity of, and do not control any o& Husinesses included in this portfolio. We oftentake significant managerial assistance to
our portfolio companies. We may receive rightsliseyve the meetings of our portfolio companiestdaod directors.

% of
Name and Address of Class
Portfolio Company Nature of Business Type of Investment Interest(1) Maturity Held(2) Fair Value
Aircast, Inc. Manufacturer of orthopedic ~ Senior Secured Loan 6.11% (Libor + 2.75%/Q) 12/7/2010 — % 1,454,318.0
92 River Road braces, supports and vascula Junior Secured Term Loan 10.36% (Libor + 7.00%/Q) 6/7/2011 — 1,000,000.0
Summit, NJ 07901 systems
Arrow Group Industries,  Residential and outdoor shed Senior Secured Loan 8.49% (Libor + 5.00%/Q) 4/1/2010 — % 6,120,000.0
Inc. manufacturer 12.99% (Libor + 9.50%/Q) 10/1/2010 — 3 6,000,000.0
1680 Route 23 North
Wayne, NJ
Berkline/BenchCraft Furniture manufacturer and  Junior Secured Term Loan 11.02% (Libor + 8.00%/Q) 5/3/2012 — $ 5,000,000.0
Holdings LLC distributor Common Unit Warrants 3/26/2012 4.27% 2,752,559.0
One Berkline Drive Preferred Stock 4.27 1,046,343.0
Morristown, TN %
Canon Communications  Print publications services Junior Secured Term Loan 10.99% (Libor + 7.50%/Q) 11/30/2011 — $ 16,250,000.0
LLC
11444 W. Olympic Blvd.
Los Angeles, CA 90064
Diversified Collection
Services, Collections Services Senior Secured Loan 6.99% (Libor + 4.00%/Q) 2/4/2011 — $ 6,743,333.0
Inc. (DCS) Senior Secured Loan 6.77% (Libor + 4.00%/Q) 2/4/2011 — 128,333.0
333 North Canyons Pkwy Senior Secured Loan 8.99% (Libor + 6.00%/Q) 8/4/2011 — 8,500,000.0
Livermore, CA 94551 Participating Preferred Stock 0.6(% 295,270.0
Esselte Corporation Office supply products Senior Notes 7.63% 3/15/2011 — 3 12,786,049.0
manufacturer and distributor

FlexSol Packaging Corp. Manufacturer of value-added Senior Secured Loan 7.50% (Base rate + 1.75%/Q  12/31/2012 — $ 987,500.0!
1531 N.W. 12th Avenue plastic films and flexible Junior Secured Term Loan 11.25% (Base rate + 5.50%/C  12/31/2012 — 2,000,000.0
Pompano Beach, FL 330¢ packaging
Foxe Basin CLO 2003, Ltt Collateralized debt obligation Structured Finance Obligation 12/15/2015 — % 2,927,555.0

Mandatorily Redeemable

Preference Shares
The GSI Group, Inc. Agricultural equipment Senior Notes 12.00% 5/15/2013 — 3 10,000,000.0

manufacturer Common Stock 1.4<%3$ 750,000.0
HB&G Building Products  Synthetic and wood product  Senior Subordinated Loan 10% cash, 5% PIK 3/7/2011 — $ 8,296,744.0
P.O. Box 589 manufacturer Common Stock 2.4(% 752,888.0
Troy, AL 36081 Common Stock Warrants 3/7/2013 3.9C 652,503.0
%

Hudson Straits CLO 2004 Collateralized debt obligation Structured Finance Obligation 10/15/2016 — 3 739,886.0!
Ltd. Mandatorily Redeemable

Preference Shares
Mactec, Inc. Engineering and environmeni Common Stock 0.01%% —
1105 Sanctuary Parkway, consulting services
Suite 300
Alpharetta, GA 3000:
Mechanical Dynamics & Steam power generator repai Senior Subordinated Loan 13% cash, 5% PIK 3/29/2010 — $ 10,964,177.0
Analysis (MD&A) Common Stock Warrants 9/29/2013 3.6(% 889,891.0!
29 British American Blvd.
Latham, NY 12110
Making Memories Scrapbooking branded produ Senior Secured Loan 7.19% (Libor + 4.00%/Q) 3/31/2011 — % 9,381,250.0
Wholesale, Inc. manufacturer Senior Secured Revolving Loal NA 3/31/2011 — $ —(3)
1168 West 500 North Senior Subordinated Loan 12% cash, 2.50% PIK 5/6/2012 — $ 10,000,000.0
Centerville, UT 8401 Preferred Stoc 8.00% 9.64%$ 3,542,000.0
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Miller Heiman, Inc. Sales consulting services Senior Secured Loan 6.86% (Libor + 3.75%/Q) 6/1/2010 — $ 4,918,326.0
10509 Professional Circle Senior Secured Loan 7.36% (Libor + 4.25%/Q) 6/1/2012 — 4,078,773.0
Suite 100 Senior Secured Revolving Loal NA 6/1/2010 — 3 —(4)
Reno, NV 8952
MINCS-Glace Bay, Ltd.  Collateralized debt obligation Structured Finance Obligation 6.63% (Libor + 5.00%/Q) 7/20/2014 — $ 4,517,328.0
Floating Rate Third Priority
Secured Notes (BBB rate
PHNS, Inc. Information technology and  Senior Subordinated Loan 11.5% cash, 2.25% PIK 11/1/2011 — % 16,000,000.0
15851 Dallas Parkway, business process outsourcing
Suite 925 company
Addison, TX 75001
Qualitor, Inc. Supplier of aftermarket Senior Secured Loan 7.21% (Libor + 4.00%/M) 12/31/2011 — 3 837,059.01
24800 Denso Drive, Suite components for the automotiv Senior Secured Loan 7.49% (Libor + 4.00%/M) 12/31/2011 — % 1,152,941.0
255 and truck industries Junior Secured Term Loan 10.49% (Libor + 7.00%/M) 6/30/2012 — 5,000,000.0
Southfield, Ml 48034
Reflexite Corporation Developer and manufacturer Senior Subordinated Loan 11% cash, 3% PIK 12/30/2011 — $ 10,151,485.0
120 Darling Drive high visibility reflective
Avon, CT 06001 products
Shoes For Crews, LLC Safety footwear and slip- Senior Secured Loan 7.17% (Libor + 3.50%/Q) 7/6/2010 — 3 1,629,442.0
1400 Centerpark Blvd., resistant mats Senior Secured Revolving Loal NA 716/2010 — (5)
Suite 310
West Palm Beach, FL
33401
Thermal Solutions LLC Thermal management and Senior Secured Loan 8.62% (Libor +5.25%/Q) 3/27/2011 — 5,991,176.0
94 Tide Mill Road electronics packaging Senior Subordinated Loan 11.5% cash, 2.75% PIK 3/27/2012 — 3,021,083.0
Hampton, NH 03842 manufacturer Preferred Stock 1.16% 294,000.0
Common Stock 1.1€ 6,000.0(
%
Tumi Holdings, Inc. Branded luggage designer,  Senior Secured Loan 6.24% (Libor + 2.75%/Q) 12/31/2012 — % 2,500,000.0
1001 Durham Avenue marketer and distributor Senior Secured Loan 6.34% (Libor + 3.25%/Q) 12/31/2013 — % 5,000,000.0
South Plainfield, NJ 0708 Senior Subordinated Loan 14.49% (Libor + 6.00%, 5.009 12/31/2014 — $ 12,684,357.0
PIK/Q)
United Site Services, Inc. Portable restroom and site Junior Secured Term Loan 11.38% (Libor + 8.00%/Q) 6/30/2010 — % 10,000,000.0
(USSI) services Senior Subordinated Loan 12% cash, 4% PIK 12/18/2010 — 8,743,435.0
31 Middlesex Road, 2nd Common Stock 1.8(% 1,353,851.0
Floor
Mansfield, MA 02048
Universal Trailer Livestock and specialty trailel Senior Secured Loan 7.65% (Libor + 4.25%/M) 3/30/2007 — 3 1,430,273.0
Corporation manufacturer Senior Secured Loan 9.75% (Base rate + 3.50%/M  3/30/2007 — 3 35,840.01
11590 Century Blvd., Suit Senior Subordinated Loan 13.50% 9/30/2008 — 7,528,881.0
103 Senior Secured Revolving Loal NA 3/30/2007 — (6)
Cincinnati, OH 45246 Common Stock 9.12% 6,424,645.0
Common Stock Warrants 5/15/2012 12.67 1,505,776.0
%
Varel Holdings, Inc. Drill bit manufacturer Senior Secured Loan 8.75% (Base rate + 2.75%/Q 12/1/2010 — % 6,666,667.0
1434 Patton Place, Suite Senior Secured Loan 7.40% (Libor + 4.00%/Q) 12/1/2010 — % 2,500,000.0
106 Senior Secured Loan 11.40% (Libor + 8.00%/Q) 12/1/2011 — $ 3,333,333.0
Carrollton, TX 75007 Senior Secured Revolving Loal NA 12/1/2010 — $ —(7)
Preferred Stock 8.00% 3.24%$ 1,006,362.0
Common Stock 25 $ 3,045.0(
%
WCA Waste Systems, Inc Waste management services Junior Secured Loan 9.49% (Libor + 6.00%/Q) 10/28/2011 — $ 25,000,000.0
One Riverway, Suite 140(
Houston, TX 77056
York Label Holdings, Inc. Consumer product labels Senior Subordinated Loan 10% cash, 4% PIK 2/16/2010 — % 10,144,238.0
405 Willow Springs Lane Preferred Stock 10% 5.82% 3,558,883.0
York, PA 17402 Common Stock Warrants 9/16/2012 9.7t 5,320,408.0
%
$ 302,298,206.C
1) All interest is payable in cash unless otherwiskdated. A majority of the variable rate loans to portfolio companies bear interest at a rate thay be determined by reference

to either LIBOR or an alternate Base Rate (commbaked on the Federal Funds Rate or the Prime,Ratie borrower's option, which reset quarte@y ¢r monthly (M). For
each such loan, we have provided the current istteate in effect at June 30, 2005.

) Percentages shown for warrants and convertiblepef stock held represent the percentage of constozk we may own, on a fully diluted basis, assigwe exercise our

warrants or convert our preferred stock to comntonks
3) Total commitment of $500,000 unfunded as of June2805.
(4) Total commitment of $1,057,704.50 unfunded as a£J80, 2005.
(5) Total commitment of $6,666,666 unfunded as of BMe2005.

(6) Total commitment of $5,000,000 unfunded as of BMe2005.



7 Total commitment of $3,333,333 unfunded as of BMe2005.

Set forth below is a brief descriptimf each portfolio company in which we have madénaestment that represents greater than 5%
of our total assets as of June 30, 2005.
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Making Memories Wholesale, Inc.

Making Memories Wholesale, Inc. ("Ntalk Memories") is a leading marketer of brandedscmner products for the scrapbooking
industry. Making Memories is a design leader thaveéll regarded for products that include embattishts, stickers, rub-ons, stamps, paint,
paper and cardstock, albums, kits, storage sokitamd idea books.

Tumi Holdings, Inc.

Tumi Holdings, Inc. ("Tumi") is a ldiag branded consumer products company operatititgihighend/performance luggage sec
Tumi markets its products to a loyal customer s fluent, sophisticated professionals and freqavelers who are highly brand-
conscious and value the functionality, durabilitgda&ontemporary design of Tumi products.

United Site Services, Inc.

United Site Services, Inc. ("USS"pigational provider of portable restroom and s#evices. The Company purchases, rents and
services portable restrooms to a diverse mix dfleesial and commercial construction contractopgcsal event planners, government
agencies and other commercial and individual custesmJSS is a national portable restroom serviasfbss and a consolidator of sub-scale
operators around the U.S.

WCA Waste Systems, Inc.

WCA Waste Systems, Inc. ("WCA") is@-hazardous solid waste management company provadithection, transfer, and dispos
services for approximately 150,000 commercial, 8idal and residential customers in eight statahénSouth and Central regions of the U.S.
WCA owns and operates collection operations, tersthtions, municipal solid waste (MSW) landfilsid construction and demolition
debris landfills, and material recovery facilities.

York Label Holdings, Inc.

York Label Holdings, Inc. ("York") wdounded in 1947 and is a supplier of hagid pressure sensitive label solutions, operatirg
of the largest flexographic label printing fac#isiin North America. York's strategy is to be alleg supplier of pressure sensitive labels in
end-use markets that are growing rapidly, demagh impact graphics, or require technically chaliaggolutions. Some of these end-use
markets include consumer products, health & beaigty, security, pharmaceuticals and direct maiktk¥éocustomers include many Fortune
500 companies.
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MANAGEMENT

Our business and affairs are manage@r the direction of our board of directors. Bloard of directors currently consists of five
members, three of whom are not "interested persoindtes 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 directors@ixéded 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 yeardwiing 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 58 Director 200¢ 200¢

Bennett Rosenth: 41 Chairman and Directc 200¢ 200¢
Independent Directors

Douglas E. Colthar 44  Director 200¢ 200¢

Frank E. O'Bryat 71 Director 200t 2007

Eric B. Siege 47 Director 200¢ 2007

The address for each director isAzks Capital Corporation, 1999 Avenue of the St8rste 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 32 Presiden

Daniel F. Nguyel 33 Chief Financial Officel

Kevin A. Frankel 43 Chief Compliance Officer and Secret:

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

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

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

Independent directors

Douglas E. Coltharp—Mr. Coltharp joined Saks Incorporated as Executiice President and Chief Financial Officer in
November 1996. Saks Incorporated (NYSE "SKS") impnsed of two business segments, Saks Departnterg Group, which operates 1
department stores under various nameplates andFtkg\venue Enterprises, which operates Sak$FAftenue luxury department stores
(56 stores) and Off 5th Saks Fifth Avenue Outlét ¢tores). Prior to joining Saks Incorporated MoltBarp spent ten years in the Corporate
Finance Department of NationsBank (now known askBdrAmerica), most recently as Senior Vice Presigad head of the Southeast
Corporate Finance Group headquartered in AtlantaQdltharp holds a B.S. in Finance and EconomimsfLehigh University in
Bethlehem, Pennsylvania and an M.B.A. from the WdraBchool, University of Pennsylvania, in Philgdeh, Pennsylvania. Mr. Coltharp
also serves on the Boards of Directors of Strakehmologies, Inc. and Under Armour, Inc.

Frank E. O'Bryan —Mr. O'Bryan served as Chairman of the Board of WM@rtgage Company from 1997 to 2003 and as a Vice
Chairman until 2004 when the company was sold toe&# Electric Corporation. Prior to that, Mr. Oy&n served as a Director and senior
executive of Shearson Hayden Stone from 1979 td,1®8en it was sold to American Express. Mr. O'Brgarved as Vice Chairman of
Shearson/American Express Mortgage Corp. and areatbr of Shearson American Express from 19819861 when he resigned, re-
acquired the escrow division and changed its nanSpting Mountain Escrow Corporation. In 1997 MiB@an contributed Spring Mounte
Escrow Corporation to an entity of investors thajuared Weyerhaeuser Mortgage Corp. (renamed WM@ddge Corp.), where he served
as Chairman of the Board from 1997 to 2003. Mr.r@aB has been a Director of The First American Gaafion since 1994. Since 2003 he
has been a Director of Standard Pacific Corporaimha Director of Farmers & Merchants Bank sin@@42 Mr. O'Bryan is a past member
the board of directors of both Damon Corporatiod @nubb & Ellis.

Eric B. Siegel—Since 1995, Mr. Siegel has been a business camsulir. Siegel is a Director and Chairman of ted&ttive
Committee of El Paso Electric Company, an NYSE jgiybtraded utility company. Mr. Siegel is a memioéthe Board of Directors of
Kerzner International Limited, an NYSE publiclyded company that develops and operates destinz&no resorts, luxury resort hotels
and gaming properties worldwide. He is the Chairmiatne Audit and Compensation Committees at Karamernational. Mr. Siegel is a
retired limited partner of Apollo Advisors, L.P.chion Advisors, L.P. Mr. Siegel is also a membethe Board of Trustees of the
Marlborough School, where he also serves as Fin@he&, a member of the Board of Directors and 3uear of the Friends of the Los
Angeles Free Clinic and a board member and Vicsitheat, Finance, of Reprise! Broadway's Best, aprofit theatre organization.

Mr. Siegel holds his Bachelor of Arts degree Sun@uan Laude and law degree Order of the Coif fromUheversity of California at Los
Angeles.

Interested directors

Robert L. Rosen—Mr. Rosen is managing partner of RLR Capital Retrand RLR Focus Fund which invests principallshiz
securities of publicly traded North American comiganMr. Rosen served until 2005 asManaging Partner of Dolphin Domestic Fund |l
1998, Mr. Rosen founded National Financial Parti8igP"), an independent distributor of financiahgces to high net worth individuals
and small to medium-sized corporations. He sergadfeP's CEO from 1998 to
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2000 and as its Chairman until January 2002. Fro&Y 1o the present, Mr. Rosen has been CEO of RirBhé&s, LLC, a private investment
firm with interests in financial services, healtheamedia and multi-industry companies. From 1288293 Mr. Rosen was Chairman and
CEO of Damon Corporation, a leading healthcarelabdratory testing company that was ultimately sol@uest Diagnostics. From 1983 to
1987, Mr. Rosen was Vice Chairman of Maxxam Grdrior to that, Mr. Rosen spent twelve years at BmweAmerican Express in positic
in research, investment banking and senior managgmed for two years was Assistant to Sanford MWié then Chairman and CEO of
Shearson. Mr. Rosen holds an MBA in finance fromU\sYStern School. Ares Management is in discussiotisMr. Rosen regarding
expanding his relationship with Ares Managementhdise discussions bear fruit, Mr. Rosen may ngéotve considered an "independent"
director of Ares Capital. As a result, in an aburmaof caution, we are treating Mr. Rosen as aerésted person” of the Company as
defined in section 2(a)(19) of the 1940 Act.

Bennett Rosenthal—Mr. Rosenthal is a founding member of Ares and fioms as a Senior Partner in the Private Equityugrand
as a Senior Advisor to the Ares Capital Marketsupr@ince 1998, Mr. Rosenthal has also overseai Alles’ mezzanine debt investments.
Prior to joining Ares, Mr. Rosenthal was a Managbigector in the Global Leveraged Finance Groupefrill Lynch and was responsible
for originating, structuring and negotiating masydraged loan and high yield financings. Mr. Rdsantvas also a senior member of Merrill
Lynch's Leveraged Transaction Commitment Committie transaction experience is both acquisition mmikacquisition related across a
broad range of industries including retail, telecommications, media, healthcare, financial servares consumer products. Mr. Rosenthal is a
member of the following Boards of Directors: Dowgyynamics, LLC, MF Acquisition Corporation (Maiderm), Marietta Corporation and
National Bedding Company LLC. Mr. Rosenthal graddatumma cum laude with a BS in Economics fronhizersity of Pennsylvania
Wharton School of Business where he also receii@BA with distinction. Bennett Rosenthal is antérested person” of the Company as
defined in section 2(a)(19) of the 1940 Act becaesés on the investment committee of Ares Captmahagement, the Company's investnr
adviser, and is a member of Ares Partners Manage@mnpany LLC, the parent of Ares Management, Ltte, managing member of the
investment adviser.

Executive officers who are not directors

Michael J. Arougheti—Mr. Arougheti joined Ares in May 2004. Prior taatitime, Mr. Arougheti was employed by Royal Bafik o
Canada, where he was a Managing Partner of theipairFinance Group of RBC Capital Partners anceember of the firm's Mezzanine
Investment Committee. At RBC Capital Partners, Mougheti oversaw an investment team that origshateanaged and monitored a dive
portfolio of middle market leveraged loans, semiod junior subordinated debt, preferred equity, @mmon stock and warrants on behalf of
RBC and other third-party institutional investavtr.. Arougheti joined Royal Bank of Canada in OctoB@01 from Indosuez Capital, where
he was a Principal, responsible for originatingja&uring and executing leveraged transactionssacadoroad range of products and asset
classes. Mr. Arougheti sat on the firm's Investm@oinmittee and was also active in the firm's pewequity fund investment and fund of
funds program. Prior to joining Indosuez in 1994, Mrougheti worked at Kidder Peabody & Co., whkeesawas a member of the firm's
Mergers and Acquisitions Group advising clientsamnious industries, including natural resourcegyrptaceuticals and consumer products.
Mr. Arougheti has extensive experience in leverdgeahce, including senior bank loans, mezzanirt# dad private equity. He has worked
on a range of transactions for companies in thswmer products, manufacturing, healthcare, retailtachnology industries. Mr. Arougheti
received a B.A. in Ethics, Politics and Economasn laude, from Yale University.
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Daniel F. Nguyen—Mr. Nguyen joined Ares in August 2000 and is cutleits Chief Financial Officer. From 1996 to 2000,
Mr. Nguyen was with Arthur Andersen LLP, where hasvin charge of conducting business audits on nausdinancial clients, performing
due diligence investigation of potential mergerd anquisitions, and analyzing changes in accoumfindelines for derivatives. At Arthur
Andersen LLP, Mr. Nguyen also focused on treasisiymanagement and on mortgage-backed securitibsther types of structured
financing. Mr. Nguyen graduated with a BS in Accting from the University of Southern California's\tenthal School of Accounting and
received his MBA in Global Business from Pepperdiméversity's Graziadio School of Business and Mgmaent. Mr. Nguyen also studied
European business environment at Oxford Univeisifgngland as part of the MBA curriculum. Mr. Nguyis a Certified Public Accountant.

Kevin A. Frankel— Mr. Frankel joined Ares as General Counsel in Ap9i03. From 2000 to 2002, Mr. Frankel was with
RiverOne, Inc., a company providing supply chaimagement software and services, most recently @isiSéice President—Business
Development and General Counsel. From 1995 to 2d@0Frankel was with Aurora National Life Assur@a€ompany, most recently as
Senior Vice President-Operations and General CouRsan 1986-1995, Mr. Frankel was with the lawrfiof Irell & Manella, most recently
as a partner, resident in its corporate secuigtiesp and specializing in mergers and acquisitidrs Frankel received his JD in 1986 from
the UCLA School of Law, where he was awarded a Mh®lin Fellowship in Law and Economics for acaderchievement and graduated
Order of the Coif. He received his BA from UCLA1983.

Merritt S. Hooper— Ms. Hooper is a founding member of Ares and fumdias the Director of Investor Relations for alesfund:
as well as a senior investment analyst in the @hplarkets Group. Prior to Ares, Ms. Hooper waeasged with Lion Advisors (an affiliate
of Apollo Advisors) from 1991 to 1997 and workedaasenior credit analyst participating in both fdid management and strategy. From
1987 until 1991, Ms. Hooper was with Columbia Sggiand Loan, most recently as Vice President inrthestment Management Division.
Ms. Hooper serves on the executive and investmaantds of Cedars-Sinai Medical Center in Los Angeé¥es Hooper graduated from the
University of California at Los Angeles (UCLA) withBA in Mathematics and received her MBA in Finaffrom UCLA's Anderson School
of Management.

INVESTMENT COMMITTEE

Information regarding the member#ds Capital Management's investment committes ikows:

Name Age Position

Bennett Rosenthal 41 Chairman and Director of the Compa
Member of Investment Committt

Antony P. Ressle 44 Member of Investment Committt

John Kissick 63 Member of Investment Committ:

David Sach: 46 Member of Investment Committt

Michael J. Arougheti 32 President of the Company, Member of

Investment Committe

The address for each member of Aigsit@l Management's investment committee is c/c 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

R. Kipp deVeer— Mr. deVeer joined Ares in July 2004 and serves W&aaging Director in the Private Debt Group of é\re
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 ekr was responsible for originating, structuriagg executing senior and subordinated
debt investments in middle market buyouts and aifipuris. In addition, Mr. deVeer was responsibleifivesting the firm's capital in
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private equity transactions. Previously, Mr. deVwerked at J.P. Morgan & Co., both in a Speciakbtment Fund of J.P. Morgan Investn
Management, Inc. and the Investment Banking DinigibJ.P. Morgan Securities, Inc. Mr. deVeer reedia B.A. from Yale University and
an M.B.A. from Stanford University's Graduate SdhafdBusiness.

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 responsiblerfs’ Anezzanine debt investments.
While at Ares, he has had responsibility for orading, structuring and managing investments in @meire debt, private equity and distressed
debt across a number of industries in middle mar&atpanies. Prior to joining Ares, Mr. Beckman waasenior associate in the Leveraged
Finance Group of Goldman, Sachs & Co. While at @ald Sachs, he was involved in executing leveraggad &nd high yield bond offering
in raising and managing a dedicated fund providinigordinated bridge loans, and in certain restringjuadvisory and distressed lending
activities. Mr. Beckman is the Co-Chair of the lArsgeles Advisory Board of the Posse Foundationantember of the Steering Committee
for the Cedars-Sinai Medical Center Sports SpetdacMr. Beckman graduated summa cum laude froomé€lbUniversity with a BA in
Political Theory and Economics, and was electdehioBeta Kappa. He received his JD from the Yale ISzhool where he was a senior
editor of the Yale Law Journal.

Mitch Goldstein —Mr. Goldstein joined Ares in May 2005 and servesaanaging Director in the Private Debt Group\ads
Management LLC. Prior to joining Ares, Mr. Goldstevorked at Credit Suisse First Boston, where he avilanaging Director in the
Financial Sponsors Group. At CSFB, Mr. Goldsteirs wesponsible 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, banktienezzanine debt, and IPOs.

Mr. Goldstein joined CSFB in 2000 at the completidrits merger with Donaldson Lufkin and Jenrefieam 1998 to 2000, Mr. Goldstein
was at Indosuez Capital, where he was a membéedhtzestment Committee and a Principal, respoagdal originating, structuring and
executing leveraged transactions across a broagg mafrproducts and asset classes. From 1993 tg MX9&oldstein worked at Bankers
Trust, where he was responsible for financing athdsing clients in various industries including rieednd telecommunications, consumer
products, automotive and healthcare. Mr. Golddtegan 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 daaaging Director in the Private Debt Group of Ares
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. MritBrjoined RBC in October 2001 from Indosuez Cdpitdnere he was a Vice President in
the merchant banking group. At RBC Capital Partaeid Indosuez Capital, Mr. Smith was responsiblefginating and executing senior
debt and mezzanine financings for middle marketdaged 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 aSalamon Brothers Inc., in their Capital Markets &mnancial Institutions Group.

Mr. Smith received a Masters in Management fromlthe Kellogg Graduate School of Management andXa B Business Administration,
cum laude, from the University of Notre Dame.
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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 goarce regulations. Mr. Coltharp serves as chairnfidimecaudit committee. The audit
committee is responsible for approving our indegenéccountants, reviewing with our independentactants the plans and results of the
audit engagement, approving professional servioegged by our independent accountants, reviewhiegrdependence of our independent
accountants and reviewing the adequacy of ourriatexccounting controls. The audit committee is aésponsible for aiding our board of
directors in fair value pricing debt and equitygdttes that are not publicly traded or for whialr@nt market values are not readily availa
Where appropriate, the board of directors and aoiimittee may utilize the services of an indepehgaluation firm to help them determi
the fair value of these securities.

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 corggergovernance regulations. Mr. Siegel serves asncha of the nominating
committee. The nominating committee is respondiiieselecting, 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 consrgepommendations for nomination of directors from 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 tha®d d&ys in advance of the date on which we firsiedaour 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 ndiarahan 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 whipliblic 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 sevemfarmeetings during 2004. The audit committee fald formal meetings during 2004, and the
nominating committee held one formal meeting dug6g4.
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COMPENSATION TABLE

The following table shows informatiggarding the compensation anticipated to be vedddy the directors for the fiscal year
ending December 31, 2005. No compensation is pailiréctors who are "interested persons.”

Pension or Total
retirement compensation
Aggregate benefits from Ares
compensation from accrued as part Capital paid to
Name Ares Capital(1)(3) of our expenses(2) director
Independent directors
Douglas E. Colthar $ 90,50( None $ 90,50(
Frank E. O'Bryat $ 30,01¢ None $ 30,01¢
Eric B. Siege $ 87,50( None $ 87,50(
Interested directors
Robert L. Rose! $ 83,50( None $ 83,50(
Bennett Rosenthi None None None

Q) For a discussion of the independent directors' emsation, see below.

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

€)) Since we have not yet completed our first full ysiace our organization, aggregate compensatiamnrdtion is furnished for the
current fiscal year ending December 31, 2005 adldides estimated future payments. For the fiscat gaded December 31, 2004,
Mr. O'Bryan received no compensation, Mr. Colthapeived aggregate compensation in the amount@B28, Mr. Rosen received
aggregate compensation in the amount of $39,25A{gcservices prior to the time he became anested director), and Mr. Siegel
received aggregate compensation in the amount®883.

The independent directors receivaramual fee of $50,000. They also receive $2,508 mimbursement of reasonable out-of-pocket
expenses incurred in connection with attending é&mend 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 theirtamidil services in these capacities. In
addition, we will purchase directors' and officdieility insurance on behalf of our directors asfticers. Independent directors have the
option to receive their directors' fees paid inrebaf our common stock issued at a price per stgaral to the greater of net asset value or the
market price at the time of payment.

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. Sulijethe overall supervision of our board of direstdhe investment adviser manages the
day-to-day operations of, and provides investmedwisary and management services to, Ares Capitadlethe terms of an investment
advisory and management agreement, Ares Capitahfytanent:

. determines the composition of our portfolio, théuna and timing of the changes to our portfolio &melmanner of
implementing such changes;

. identifies, evaluates and negotiates the struatfitke investments we make (including performing diligence on our
prospective portfolio companies);
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. closes and monitors the investments we make

. 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 Mamagea 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 asset®(dtian cash or cash equivalents but including
assets purchased with borrowed funds). The basagearent fee is payable quarterly in arrears. Uatiuary 1, 2005, the base management
fee was calculated based on the initial value oftotal assets after giving effect to the purchafsthe October Portfolio (other than cash or
cash equivalents but including assets purchaséddbeitrowed funds). Subsequently, the base managddeeis calculated based on the
average value of our total assets (other than @ashsh equivalents but including assets purchagibdoorrowed funds) at the end of the two
most recently completed calendar quarters, ancbapptely adjusted for any share issuances or olases during the current calendar
guarter. Base management fees for any partial mamgluarter will be appropriately pro rated.

The incentive fee has the followingtparts:

One part is calculated and payabketguly in arrears based on our pre-incentive fgd@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, otigmastructuring, diligence and consulting fee®tirer fees that we receive from portfolio
companies) accrued during the calendar quartemysronr operating expenses for the quarter (inctuthie base management fee, expenses
payable under the administration agreement, andra@sest expense and dividends paid on any outstgmpreferred stock, but excluding the
incentive fee). Pre-incentive fee net investmeatbine includes, in the case of investments withfarded interest feature (such as market
discount, debt instruments with payment-in-kinetiest, preferred stock with payment-in-kind dividerand zero coupon securities), accrued
income that we have not yet received in cash. Mhestment adviser is not under any obligation imibeirse us for any part of the incentive
fee it received that was based on accrued incoatem@ never receive as a result of a default bgrdity on the obligation that resulted in the
accrual of such income.

Pre-incentive fee net investment imealoes not include any realized capital gaindizezhcapital losses or unrealized capital
appreciation or depreciation. Because of the siraatf the incentive fee, it is possible that weyrpay an incentive fee in a quarter where we
incur a loss. For example, if we receive pre-incenfee net investment income in excess of thelbuate for a quarter, we will pay the
applicable incentive fee even if we have incurrdalsa in that quarter due to realized and unredléapital losses.

Pre-incentive fee net investment imepexpressed as a rate of return on the valuaraiet assets at the end of the immediately
preceding calendar quarter, will be compared tgexdf"hurdle rate" of 2.00% per quarter. If markeerest rates rise, we may be able to
invest our funds in debt instruments that provioeaf higher return, which would increase our preeiive fee net investment income and
make it easier for our investment adviser to swgpias 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
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cash and cash equivalents but including assethased with borrowed funds) used to calculate th&Iase management fee.

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

. no incentive fee in any calendar quarter in whioshgre-incentive fee net investment income doesroged 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." The "catch-up” is
meant to provide our investment adviser with 20%uwf pre-incentive fee net investment income ashitirdle 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 incentivei$eggetermined and payable in arrears as of theo&adch calendar year (or upon termination of
the investment advisory and management agreenteaf,the termination date) and will equal 20.0%of realized capital gains for the
calendar year, if any, computed net of all realizagital losses and unrealized capital deprecidtiosuch year; provided that the incentive
fee determined as of December 31, 2004 was cadzlifat a period of shorter than twelve calendar tm®to take into account any realized
capital gains computed net of all realized capitsses and unrealized capital depreciation foptréeod ending December 31, 2004.

We will defer cash payment of anyeintive fee otherwise earned by our investment advigluring the most recent four full
calendar quarter period ending on or prior to thi duch payment is to be made the sum of (a)ggregate distributions to our stockholders
and (b) our change in net assets (defined asdesats less indebtedness) is less than 8.0% okbasssets at the beginning of such period.
These calculations are appropriately pro ratedHeffirst three calendar quarters following outiipublic offering and will be adjusted for
any share issuances or repurchases.
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Examples of Quarterly Incentive Fee Calculation
Example 1: Income Related Portion of Incentive Feé{:

Assumptions

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

Alternative 1
Additional Assumptions

» 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 Assumptions

» 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 Assumptions

» 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

Assumptions
. Year 1: $20 million investment made
. Year 2: Fair market value ("FMV") of investment eiehined to be $22 million
. Year 3: FMV of investment determined to be $17 ionill
. Year 4: Investment sold for $21 million

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

Year 4: Increase base amount on which the secandfide incentive fee is calculated by $4 milliess the amount, if any,
the unrealized capital depreciation from Year 3 tha not actually reduce the incentive fee thatildmtherwise have been
payable to the investment adviser in Year 3

Alternative 2

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

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

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

. Year 1: $20 million investment made in company kyéestment A"), and $20 million investment madedampany B
("Investment B")

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

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

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

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

Alternative 4
Assumptions

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

. Year 2: FMV of Investment A is determined to be $2illion, and FMV of Investment B is determinedite
$17 million

. Year 3: FMV of Investment A is determined to be $ilion, and FMV of Investment B is determinedite
$18 million

. Year 4: FMV of Investment A is determined to be $iilion, and FMV of Investment B is determinedite
$21 million

. Year 5: Investment A is sold for $17 million, am/éstment B is sold for $23 million

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

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

Year 3: Reduce base amount on which the secon@ptm incentive fee is calculated by $2 milliam(ealized capital
depreciation on Investment A)

Year 4: No impact

Year 5: Increase base amount on which the secanadfide incentive fee is calculated by $5 millighé million of realized
capital gain on Investment B partially offset by$ilion of realized capital loss on Investmentl&$s the amount, if any, of
the unrealized capital depreciation on Investmefof Year 3 and the unrealized capital depreaiatio Investment B from
Year 2 that did not actually reduce the incenteesfthat would otherwise have been payable totresiment adviser in prior
years
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Payment of our expenses

All investment professionals of theéstment adviser and their respective staffs vamehto the extent engaged in providing
investment advisory and management services, andaimpensation and routine overhead expenses lofogusonnel allocable to such
services, are provided and paid for by Ares Capimhagement. We bear all other costs and experfises operations and transactions,
including those relating to: organization; calcidatof our net asset value (including the cost exygenses of any independent valuation fit
expenses incurred by Ares Capital Management payatihird parties, including agents, consultamtstber advisers, in monitoring our
financial and legal affairs and in monitoring onvéstments and performing due diligence on ourpmcatve portfolio companies; interest
payable on debt, if any, incurred to finance owestments; offerings of our common stock and osleeurities; investment advisory and
management fees; administration fees; fees payalbhérd parties, including agents, consultantstbier advisers, relating to, or associated
with, evaluating and making investments; transtgra and custodial fees; registration fees; lisfews; taxes; independent directors' fees and
expenses; costs of preparing and filing reporistioer documents of the SEC; the costs of any repproxy statements or other notices to
stockholders, including printing costs; to the extee are covered by any joint insurance poliaies,allocable portion of the insurance
premiums for such policies; direct costs and expgind administration, including auditor and legadts; and all other expenses incurred b
or Ares Administration in connection with administe our business, such as our allocable portioovefhead under the administration
agreement, including rent and our allocable portibthe cost of our officers and their respectitadfs.

Duration and termination

The investment advisory and managémgreement was approved by our board of directorSeptember 8, 2004. Unless
terminated earlier as described below, it will doné¢ in effect for a period of two years from iffeetive date. It will remain in effect from
year to year thereafter if approved annually bylmard of directors or by the affirmative vote loé tholders of a majority of our outstand
voting securities, including, in either case, aptdy a majority of our directors who are not mefted persons. The investment advisory and
management agreement will automatically terminatiaé event of its assignment. The investment adyiand management agreement may
be terminated by either party without penalty upbrdays' written notice to the other. See "Riskiéi@e—Risks Relating to our Business—
We are dependent upon Ares Capital Management'pd@pnnel for our future success and upon thegsecto Ares investment
professionals.”

Indemnification

The investment advisory and managemgreement provides that, absent willful misfeasabad faith or gross negligence in the
performance of its duties or by reason of the ekidisregard 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 (imucasonable attorneys' fees and amc
reasonably paid in settlement) arising from thelegimg of Ares Capital Management's services uttdemvestment advisory and
management agreement or otherwise as an investadeiser of Ares Capital.

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 Capittanagement are located at 1999 Avenue of thesSfaiite 1900, Los Angeles, California
90067.
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Board approval of the Investment Advisory and Managment Agreement

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

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

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

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

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

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

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

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

. historical performance information concerning thegstment adviser's affiliates;

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

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

relationship with our investment adviser;

. the limited potential for economies of scale indetment management associated with a larger céyisal for investments in
first and second lien senior loans and mezzanibe dad

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

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

Based on the information reviewed #reddiscussions, the board of directors (includingajority of the non-interested directors)
concluded that the investment advisory and managefee rates are reasonable in relation to theécesvo 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 paldicfactor, or any
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aspect of any particular factor, was favorablerdavorable to the ultimate determination of therdo®&ather, our board of directors based its
approval on the totality of information presentedand the investigation conducted by, it. In cdashg the factors discussed above,
individual directors may have given different weiglo different factors, though the following factpamong others, served as the basis fi
determination: (i) the fact that the fees to balpaider the investment advisory and managemenéagnet are generally similar to (or less
than) those of comparable business developmentaoiepdescribed in the market data currently abigijgii) the fact that our expected
expenses are generally similar to (or less thavgatof comparable business development compansesiloled in the market data currently
available; (iii) the fact that the terms of the éistment advisory management agreement, includagetvices to be provided, are generally
similar to those of comparable business developmamipanies described in the market data curremtljjable; (iv) the fact that we have the
ability to terminate the investment advisory anchagement agreement without penalty upon 60 daysewmnotice to the investment advis
and (v) the fact that Ares Capital Management'ssitment professionals have historically focusethwastments in middle market compar
and have developed an extensive network of relstis with intermediaries focused on middle madahpanies, which experience and
relationships compare favorably to that of the ng@naent teams of other comparable business develdgprompanies described in the
market data currently available.

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

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, Aresrnistration 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 preparatidfiling of our tax returns and the
printing and dissemination of reports to our stadlers, and generally oversees the payment ofxpareses and the performance of
administrative and professional services rendeyadstby 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 ashiation 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 provithes, 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 persoesjlvers and any other person or entity affiliateth 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 @rafise 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 memslof Ares intend to allocate investment oppotiesiin 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 provides ith wthe office facilities and administrative
services necessary to conduct our day-to-day apasatAres Management LLC is the sole member of@mdrols Ares Administration.

We have also entered into a licemgeament with Ares pursuant to which Ares has agtegrant us a non-exclusive, royalty-free
license to use the name "Ares." Under this agregmenwill have a right to use the Ares name, fmtang 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 accrues interest at ablarrate that adjusts quarterly equal to the timeath LIBOR plus 2.00% per annum. As of
January 31, 2005, three-month LIBOR was approxim&&5%. We are obligated to repay this amourngetber with accrued interest upon
the occurrence of one or more of the following @égem or before October 8, 2007: (a) if during &y calendar quarter period ending on or
after October 8, 2005, the sum of (i) our aggregdégtibutions to our stockholders and (ii) our Bha in net assets (defined as total assets les
indebtedness) equals or exceeds 7.0% of our nefisasisthe beginning of such period (as adjustedriy share issuances or repurchases) or
(b) upon our liquidation. If one or more of the &be@vents does not occur on or before October@/,20e will not be obligated to repay this
amount.

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 conawrent basis with funds managed by Ares, sulbjecdbmpliance with existing
regulatory guidance, applicable regulations andatlocation procedures). Some of these co-investsneauld only be permitted pursuant to
an exemptive order from the SEC and we have cuyrdatermined not to pursue obtaining such an order
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CONTROL PERSONS AND PRINCIPAL STOCKHOLDERS

As of August 22, 2005, there weregaresons that owned 25% or more of our outstandinigpg securities, and no person would be
deemed to control us, as such term is defineddari €40 Act.

The following table sets forth, asfafgust 22, 2005, certain ownership informationhwiéspect to our common stock for those
persons known to us who directly or indirectly owantrol or hold with the power to vote, 5% or mofeour outstanding common stock and
all officers and directors, as a group.

Beneficial Ownership(1)

Shares
Name and address owned Percentage
All officers and directors as a group
(9 persons)(2)(3 — —%

(1) Beneficial ownership is determined in accordandé wie rules of the SEC and includes voting or stwent power with respect to 1
securities. Ownership information for those persehe beneficially own 5% or more of our sharesahmon stock is based upon
Schedule 13D, Schedule 13G or other filings by quansons with the Securities and Exchange Comnmissid other information
obtained from such persons. Unless otherwise itetica the footnotes to this table and subjecoimmunity property laws where
applicable, we believe that each beneficial oweerfath in the table has sole voting and investnpenver. Applicable percentages
based on 23,353,454 shares outstanding on Augu20P3.

(2)  Ares Partners Management Company LLC and its whkmlped subsidiary, Ares Management, Inc., the manafgéres Managemel
LLC, are the only members of Ares Management LLEniett Rosenthal is a member of Ares Partners Mamagt Company LLC.
Under applicable law, Mr. Rosenthal and his spanag be deemed to be beneficial owners of 666,66reshof our common stock
owned of record by Ares Capital Management LLC istue of such status. Each of Mr. Rosenthal andpduse disclaims beneficial
ownership of all shares of Ares Capital commonistmened by Ares Capital Management LLC, excephwéxtent of their indirect
pecuniary interest therein.

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

The following table sets forth thdldorange of our equity securities beneficiallyred by each of our directors immediately after
this offering. We are not part of a "family of irstenent companies," as that term is defined in 8¥01Act.

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

Independent Directors

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

Interested Directors
Robert L. Rose!l none
Bennett Rosenth: none

(1) Dollar ranges are as follows: none, $1-$10,000,&ID$50,000, $50,001-$100,000, or over $100,000.
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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.computer share.com, by 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 Servégarding this offering. This summary does m&tuss any aspects of U.S. estate or gift
tax or foreign, state or local tax. It does notdis the special treatment under U.S. federal iedamlaws that could result if we invested in
tax-exempt securities or certain other investmeséts.

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 things, meet certain source-airre and asset diversification requirements (asritbes! below). In
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addition, we must distribute to our stockholdees,dach taxable year, an amount equal to at |€8t&f our "investment company taxable
income," which is generally our ordinary incomespthe excess of realized net short-term capitasyaver realized net long-term capital
losses, reduced by deductible expenses (the "Arisaibution Requirement"). See "Risk Factors—W# e subject to corporate-level
income 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.é. , net long-
term capital gains in excess of net short-termtahfusses) we distribute to stockholders. We bdlsubject to U.S. federal income tax at the
regular corporate rates on any income or capitial gat distributed (or deemed distributed) to ackholders.

We will be subject to a 4% nondedhletfederal excise tax on certain undistributeadime of RICs unless we distribute in a timely
manner an amount at least equal to the sum of8%) & our ordinary income for each calendar ye&)r98% 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”). We currently intendarntake sufficient distributions each taxable yeasdtisfy the Excise Tax Avoidance
Requirement.

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

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

. derive in each taxable year at least 90% of ousghacome from dividends, interest, payments vaipect 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 secusgéesirities
of other RICs, and other securities if such otleeusities of any one issuer do not represent ntae 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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We are obligated to repay the amaiitihe additional sales load paid in connectiorhwaitir initial public offering to underwriters by
our investment adviser on our behalf, together wétbrued interest, upon the occurrence of one oe witthe following events on or before
October 8, 2007: (a) if during any four calendaamer period ending on or after the one year amsarg of the closing of the offering, the
sum of (i) our aggregate distributions to our staillers and (ii) our change in net assets (defasetbtal assets less indebtedness) equals or
exceeds 7.0% of our net assets at the beginnisgalf period (as adjusted for any share issuanaeporchases) or (b) upon our liquidation.
If one or more of the above events does not ocawrdefore October 8, 2007, we will not be obkghto repay this amount. Because this
obligation to our investment adviser does not hafized maturity date and we will not be obligatedepay this obligation under certain
circumstances, it may be treated as an equity imasg rather than debt for federal income tax psegolf a distribution by a corporation on
equity is viewed as preferential for federal incatame purposes, it will not qualify for purposestioé Annual Distribution Requirement and
may cause other dividend distributions by the caapion not to satisfy this requirement, which mayse the corporation not to be treated
RIC. A distribution is not viewed as preferentiaitiis made pursuant to the RIC's organizing doents. Organizing documents are
documents that fix the rights and obligations befwa RIC and its shareholders and that are apptowednajority of the RIC's board of
directors. We believe that the agreement provifiinghe repayment of our obligation to our investinadviser, which has been approved
majority of our board of directors, will be viewead an organizing document, and therefore, evérisifobligation were treated as an equity
investment, the payments to the investment adinserspect of such obligation will not be viewedpasferential and will satisfy the Annual
Distribution Requirement.

If we fail to satisfy the Annual Ditution Requirement or otherwise fail to qualify @ RIC in any taxable year, we will be subjec
tax in that year on all of our taxable income, reggss 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 dyals 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 cajtahs in excess of realized net long-
term capital losses, reduced by deductible expgmabde taxable as ordinary income to U.S. staalklers to the extent of our current and
accumulated earnings and profits, whether paidghor 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 faet15% 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, regardiette U.S. stockholder's holding period for sy or its common stock and regardless of
whether paid in cash or reinvested in additionahcwn stock. Distributions in excess of our earnings
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and profits first will reduce a U.S. stockholdextijusted tax basis in such stockholder's commark €tnd, after the adjusted basis is reduced
to zero, will constitute capital gains to such Ws@ckholder.

Although we currently intend to diktrte any long-term capital gains at least annuatly 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.Idtotder 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 édito claim a credit equal to his, her or its
allocable share of the tax paid thereon by us.drheunt of the deemed distribution net of such téixbe 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 anduoich they will receive a credit will exceed tlextthey 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 stockhodahetshis may affect the stockholders' AMT lia@kt Although regulations explaining
the precise method of apportionment have not yet liesued, such items will generally be apportiondtie same proportion that dividends
paid to each stockholder bear to our taxable inc@@atermined without regard to the dividends paduttion), unless a different method for
particular item is warranted under the circumstance

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, undetage circumstances, elect to treat a dividend ihatid during the following taxable year
if it had been paid during the taxable year in ¢joasIf we make such an election, the U.S. stotdénowill 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.stockholders on December 31 of the year in fwtfie 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 Wal subject to tax on the distribution even thoiigepresents a return of his, her or its
investment.

A stockholder generally will recogaitaxable gain or loss if the stockholder sellstberwise disposes of his, her or its shares of our
common stock. Any gain arising from such sale epdsition generally will be treated as long-termitzd 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-termpited 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 s, or undistributed capital gain deemed receivath respect to such shares. In addition,
all or a portion of any loss recognized upon aak#on of shares of our common stock may
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be disallowed if other shares of our common staekpairchased (whether through reinvestment ofildigtons or otherwise) within 30 days
before or after the disposition.

In general, non-corporate U.S. statltérs currently are subject to a maximum federebine 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 sBarSuch rate is lower than the maximum rate dmary income currently payable by
individuals. Corporate U.S. stockholders curreatly subject to federal income tax on net capitad gathe maximum 35% rate that also
applies to ordinary income. Non-corporate stockbddvith net capital losses for a year (i.e., @itsses in excess of capital gains)
generally may deduct up to $3,000 of such lossamattheir ordinary income each year; any nettahjuisses of a non-corporate stockholder
in excess of $3,000 generally may be carried fodveard used in subsequent years as provided inatle.Corporate stockholders generally
may not deduct any net capital losses for a yadnyiay carry back such losses for three yearsroy éarward such losses for five years.

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

We may be required to withhold U&ldral income tax ("backup withholding"), currerdlya rate of 28%, from all taxable
distributions to any non-corporate U.S. 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 neaitle 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 disclosurdestaent on Form 8886. Direct stockholders of poidfskcurities 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 stasklbrs of most or all RICs. The fact that a losseortable under these regulations doe:
affect the legal determination of whether the tggps treatment of the loss is proper. The Ameritars Creation Act of 2004 (the "2004 ~
Act") imposes significant monetary penalties fdahuie to comply with this reporting requirementafgés may also have a similar reporting
requirement. Stockholders should consult theira@xisors to determine the applicability of thesgutations in light of their individual
circumstances.
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TAXATION OF NON-U.S. STOCKHOLDERS

Whether an investment in the shasegppropriate for a Nob-S. stockholder will depend upon that person'tiqdar circumstance
An investment in the shares by a Non-U.S. stocldratday have adverse tax consequences. Non-U.&hstders 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@dbwpplicable income tax treaty) to the exterdgwfcurrent and accumulated earnings and
profits unless the distributions are effectivelyypected with a U.S. trade or business of the NdBi-stockholder, and, if an income tax treaty
applies, are attributable to a permanent estabbsiiin the United States of the Non-U.S. stockhglihewhich case the distributions will be
subject to federal income tax at the rates appkctbU.S. persons. In that case, we will not lspuneed 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.

Under the 2004 Tax Act, "interesttet dividends" and "short-term capital gain divid€' paid to our Non-U.S. stockholders will
not be subject to withholding of U.S. federal ineotax if the requirements below are satisfied. aim@unt of "interestelated dividends" th¢
we may pay each year is limited to the amount aglified interest income" that we receive duringtthear, less the amount of our expenses
properly allocable to such interest income. "Qigdifinterest income" includes, among other itemgrest paid on debt obligations of a U.S.
issuer, interest paid on deposits with U.S. bamksaay "interest-related dividends" from anothe€ RThe exemption from withholding tax
on "interest-related dividends", however, doesapgly to distributions to a Non-U.S. stockhold#ttlfiat has not complied with applicable
certification requirements, (ii) of interest on@wligation issued by the Non-U.S. stockholder oahyissuer of which the Non-U.S.
stockholder is a 10% shareholder, (iii) that ishivitcertain foreign countries that have inadequ#temation exchange with the United Sta
or (iv) of interest paid by a person that is atedgperson of the Non-U.S. stockholder and the Nd&-stockholder is a controlled foreign
corporation. The amount of "short-term capital géiidends" that we may pay each year generalliyniged to the excess of our net short-
term capital gains over our net long-term capitabks, without any reduction for our expenses alligcto such gains. The exemption from
U.S. tax on "short-term capital gain dividends"wewer, does not apply with respect to an individuah-U.S. stockholder who is present in
the United States for 183 days or more during &ixalile year of the distribution. If our income #otaxable year includes "qualified interest
income" or net short-term capital gains, we intemdesignate dividends as "interest-related divid&or "short-term capital gain dividends"
by written notice mailed to Non-U.S. stockholdeos later than 60 days after the close of our texgkhr. These provisions apply to
dividends paid with respect to taxable years bagmon or after January 1, 2005 and will ceasepfalyato dividends paid with respect to
taxable years beginning after December 31, 2007assarance can be given that Congress will noatepese provisions 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 isndividual, has been present in the United Sthte$83 days or more during the taxable
year, and certain other conditions are satis
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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 "brammofits tax" at a 30% rate (or at a lower raterdypded 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 otheswieets 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. fediem@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 takhmlders, 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 thed€, corporate distributees would be eligible Fer dividends received deduction.
Distributions in excess of our current and accutealaarnings and profits would be treated first asturn of capital to the extent of the
stockholder's tax basis, and any remaining didfiobs would be treated as a capital gain. If weenterfail to meet the RIC requirements for
more than two consecutive years and then to sesdqtmlify as a RIC, we would be required to red¢ogigain to the extent of any unrealized
appreciation in our assets unless we made a sgeailon to pay corporate-level tax on any sudealized appreciation recognized during
the succeeding 10-year period.
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DESCRIPTION OF OUR STOCK

The following description is based on relevant portions of the Maryland General Corporation Law and on our charter and bylaws.
This summary is not necessarily complete, and we refer you to the Maryland General Corporation Law and our charter and bylaws for a more
detailed description of the provisions summarized bel ow.

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 , 2005, the last
reported sales price of our common stock on The DAQ National Market was $ per share. Thaeeno outstanding 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 holderswofcommon stock if, as and when
authorized by our board of directors and declagedshout of funds legally available therefor. Slsaséour 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 August 22, 2005:

©)

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 — 23,353,45

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 will be elected to serve for thrigear terms and until their successors are dulytedeand qualify and each year one class of dirsatilt
be elected by the stockholders. A classified boaagt render a change in control of us or removalusfincumbent management more
difficult. We believe, however, that the longer émequired to elect a majority of a classified looat directors will help to ensure the
continuity and stability of our management and ges.

Election of directors

Our charter and bylaws provide that affirmative vote of the holders of a majoritytloé 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 directors who are enyples of the corporation are excluded from sharédeshto vote on the matter. Control
shares are voting shares of stock which, if agdegbaith all other shares of stock owned by theuaog or in respect of which the acquiror is
able to exercise or direct the exercise of votinggr (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 are a BDC under the 1940 Act asnkhelected to be treated as a RIC under Subchdpiéthe Code. As with other companies
regulated by the 1940 Act, a BDC must adhere tairesubstantive regulatory requirements. The 1®etCcontains prohibitions and
restrictions relating to transactions between tegsrdevelopment companies and their affiliatedu@ieg any investment advisers or sub-
advisers), principal underwriters and affiliateglufse affiliates or underwriters and requires thatajority of the directors be persons other
than "interested persons,” as that term is defingéde 1940 Act. In addition, the 1940 Act providieat we may not change the nature of our
business so as to cease to be, or to withdrawlecti@n as, a BDC unless approved by a majoritywsfoutstanding voting securities. A
majority of the outstanding voting securities afaampany is defined under the 1940 Act as the lexfsél) 67% or more of such company's
shares present at a meeting if more than 50% dafutstanding shares of such company are presenmeanesented by proxy or (ii) more than
50% of the outstanding shares of such company.

We may invest up to 100% of our assesecurities acquired directly from issuersringtely negotiated transactions. With respect
to such securities, we may, for the purpose ofipubkale, be deemed an "underwriter" as that temhefined in the Securities Act. Our
intention is to not write (sell) or buy put or caftions to manage risks associated with the plylliaded securities of our portfolio
companies, except that we may enter into hedgargstictions to manage the risks associated witrestteate fluctuations. However, we may
purchase or otherwise receive warrants to purctiesseommon stock of our portfolio companies in axtion with acquisition financing or
other investment. Similarly, in connection with aquisition, we may acquire rights to require gmiers of acquired securities or their
affiliates to repurchase them under certain cirdamses. We also do not intend to acquire secuigigged by any investment company that
exceed the limits imposed by the 1940 Act. Undes¢hlimits, we generally cannot acquire more tHaro8the voting stock of any registered
investment company, invest more than 5% of theevafwour total assets in the securities of onesiment company or invest more than 10%
of the value of our total assets in the securitfédavestment companies in general. With regarthéd portion of our portfolio invested in
securities issued by investment companies, it shbelnoted that such investments might subjecstmakholders to additional expenses.
None of these policies are fundamental and mayhbaged without stockholder approv

QUALIFYING ASSETS

Under the 1940 Act, a BDC may notuaegjany asset other than assets of the type list8ection 55(a) of the 1940 Act, which are
referred to as qualifying assets, unless, at the the acquisition is made, qualifying assets ipreat least 70% of the company's total as
The principal categories of qualifying assets rafevto our proposed business are the following:

(1) Securities purchased in transactions not involhaing 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 begimgl 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 compasdefined in the 1940 Act as any issuer which:

€)) is organized under the laws of, and has its pradgiace of business in, the United States;

(b) is not an investment company (other than a smalness investment company wholly owned by the BBIG)
company that would be an investment company butddain exclusions under the 1940 Act; and
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(c)  satisfies any of the following
. does not have any class of securities with redgpaghich a broker or dealer may extend margin ¢redi

. is controlled by a BDC or a group of companiesudeig a BDC, the BDC actually exercises a contiglinfluence
over the management or policies of the eligiblefpbo company, and, as a result thereof, the B@2€ &n affiliated
person who is a director of the eligible portfatimmpany; 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 fdthS. issuer that is not an investment comparisoan 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 securitigs unable to meet its obligations as they caneendthout material
assistance other than conventional lending or fimgnarrangements.

4 Securities of an eligible portfolio company purabdiérom any person in a private transaction iféhemo ready market for
such securities and we already own 60% of the autiitg equity of the eligible portfolio company.

(5) Securities received in exchange for or distribudrdr with respect to securities described inlitdugh (4) above, or pursuant
to the exercise of warrants or rights relatinguotssecurities.

(6) Cash, cash equivalents, U.S. Government secuaitibgyh-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 wouldifguess 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 duvestment, 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 seautitider Regulation T. Second, we believe that, Idheodifferent position be taken such
that those investments may be securities, theylgdhstill not be marginable securities. In particuldebt 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 Exchaagd 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,issued by an issuer that does not have outstaaditass of margin eligible securities.
Likewise, we will treat equity securities issuedaportfolio company as qualifying assets onlyifls securities are issued by a company that
has no margin eligible securities outstanding attitme we purchase such securities.
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If there were a court ruling or reafory decision that conflicts with our interpreteis, we could lose our status as a BDC or be
precluded from investing in the manner describetthis prospectus, either of which would have a matadverse effect on our business,
financial condition and results of operations. 3Risk Factors—Any failure on our part to maintainr status as a BDC would 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 "Risk Factors—Changes in tmwsgulations governing our operations, or charigehe interpretation thereof, and any
failure by us to comply with laws or regulationsygming our operations may adversely affect ouinass."

On November 1, 2004, the Securitied Bxchange Commission proposed for comment twomés 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 natior@lritees 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 exchangs NASDAQ. The proposed rules are intended traed 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 Séesigind 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 fecw®mply with and/or take advantage of any futdleninistrative position, judicial
decision or legislative action.

MANAGERIAL ASSISTANCE TO PORTFOLIO COMPANIES

In addition, a BDC must have beeraaiged and have its principal place of businedkérlnited States and must be operated fc
purpose of making investments in the types of seesidescribed in (1), (2) or (3) above. Howewemrder to count portfolio securities as
qualifying assets for the purpose of the 70% tastBDC must either control the issuer of the séesror must offer to make available to the
issuer of the securities (other than small andestdleompanies described above) significant manalgessistance; except that, where the E
purchases such securities in conjunction with amaare other persons acting together, one of thergiersons in the group may make
available such managerial assistance. Making @lailmanagerial assistance means, among other tingsrrangement whereby the BDC,
through its directors, officers or employees, «ffeer provide, and, if accepted, does so providmifitant guidance and counsel concerning
the management, operations or business objecthepdlicies of a portfolio company.

TEMPORARY INVESTMENTS

Pending investment in other typebopflifying assets," as described above, our imaests may consist of cash, cash equivalents,
U.S. Government securities or high-quality debusides maturing in one year or less from the tihévestment, which we refer to,
collectively, as temporary investments, so that @%ur assets are qualifying assets. Typicallywilkinvest in U.S. Treasury bills or in
repurchase agreements, provided that such agregarentully collateralized by cash or
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securities issued by the U.S. Government or itsicigs. A repurchase agreement involves the purdhase investor, such as us, of a
specified security and the simultaneous agreemettidoseller to repurchase it at an agreed-upandudate and at a price which is greater
than the purchase price by an amount that reflettsgreedspon interest rate. There is no percentage rastrion the proportion of our ass
that may be invested in such repurchase agreentémigever, if more than 25% of our total assets tituie repurchase agreements from a
single counterparty, we would not meet the Divégatfon Tests in order to qualify as a RIC for fedéncome tax purposes. Thus, we do not
intend to enter into repurchase agreements withgdescounterparty in excess of this limit. Our éstment adviser will monitor the
creditworthiness of the counterparties with which enter into repurchase agreement 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 2®t0is at least equal to 200% immediately afertesuch issuance. In addition, while any
indebtedness and senior securities remain outstgngie must make provisions to prohibit any distfidn 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 purpose®uiittegard to asset coverage. For a
discussion of the risks associated with leverage,'Risk Factors—Risks Relating to our Business@tnacture—Regulations governing our
operation as a BDC will affect our ability to, atte way in which we, raise additional capital." &fs , 2005, our asset coverage
for senior securities was ~ %.

CODE OF ETHICS

We and Ares Capital Management haah @dopted a code of ethics pursuant to Rule Lifdkr the 1940 Act that establishes
procedures for personal investments and restrggtaio 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 s¢gition 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 havetttieority to vote (client) proxies (which authgnihay 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 alsst maintain certain records on proxy voting. lostrcases, 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 conflaftterest. 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, by abstaining frotmgo While our investment adviser may retain atsinle service to provide voting
recommendations and to assist in analyzing votasinpestment adviser will not delegate its votmghority to any third party.
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An officer of Ares Capital Managemé&reps a written record of how all such proxiesvarted. Our investment adviser retains
records of (1) proxy voting policies and procedu(g$ all proxy statements received (or it may ratyproxy 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 proatevf it uses an outside service, our investnagiviser may rely on such service to
maintain copies of proxy statements and record®rgpas such service will provide a copy of suobuinents promptly upon request.

Our investment adviser's proxy votiaiicies 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 accordandetivise guidelines unless: (1) it has
determined otherwise due to the specific and urldaats and circumstances with respect to a pdatiotote, (2) the subject matter of the v
is not covered by these guidelines, (3) a matedaflict of interest is present, or (4) we finch&cessary to vote contrary to our general
guidelines to maximize shareholder value or thée inésrests of Ares Capital. In reviewing proxyuss, our investment adviser generally
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'sfabof directors, or our investment adviser detagsithat there are other compelling rea:
for withholding our vote, it will determine the ajpriate vote on the matter. We may withhold vditeslirectors 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
shareholder vote or (4) act on tender offers wherejority of shareholders have tendered theiresh&inally, our investment adviser may
withhold votes for directors of non-U.S. issuersewhthere 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 alwdénd
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 propdsaivever, our investment adviser
will consider carefully any proposal regarding @ege in corporate structure that is not requiredthte or federal regulation.

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

Proposals Affecting Shareholder Rights: We will generally vote in favor of proposalstiyive shareholders 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 shddsaights as well as of our investment
in the portfolio company.

Corporate Governance: We recognize the importance of good corporateegance. Accordingly, our investment adviser will
generally favor proposals that promote transparamcl/accountability within a portfolio company.
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Anti-Takeover Measures: Our investment adviser will evaluate, on a dagease basis, any proposals regarding anti-taeov
measures to determine the measure's likely effeshareholder 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 witlanagement 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 adverselgtagfeareholder value. Our investment adviser mayaaifrom voting on such proposals
where they do not have a readily determinable firnmpact on shareholder value.

Stockholders may obtain informatiegarding how we voted proxies with respect to autfplio 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 thiegy 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 seltedr parties.

Generally, we do not receive any paidic personal information relating to our stocktess, although certain non-public personal
information of our stockholders may become avadldablus. We do not disclose any nmmblic personal information about our stockholdm
former stockholders to anyone, except as permitieldw 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 emplsyefeour investment adviser and its affiliates
with a legitimate business need for the informatMe maintain physical, electronic and proceduaféguards 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 maindgabond issued by a reputable fidelity insuracm®mpany to protect us against larceny and
embezzlement. Furthermore, as a BDC, we are ptelifiom protecting any director or officer agaiasy liability to Ares Capital or our
stockholders arising from willful misfeasance, ifaith, gross negligence or reckless disregard efdlties involved in the conduct of such
person's office.

Co-investment

We cannot invest in any portfolio quany in which any of the funds managed by Aresenily has an investment (although we may
co-invest on a concurrent basis with other fundeagad by Ares, subject to compliance with existegulatory guidance, applicable
regulations and our allocation procedures). Sonthaxe co-investments would only be permitted pansto an exemptive order from the
SEC and we have currently determined not to puobt&ning such an order.
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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 jmljpheld companies and their insiders.
Many of these requirements will affect us. The &adsOxley Act has required us to review our policied gnocedures to determine whet
we comply with the Sarbanes-Oxley Act and the ratjuihs promulgated thereunder. We will continuentmitor our compliance with all
future regulations that are adopted under the $afaxley Act and will take actions necessary to ensiiat we are in compliance therewi

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 weraceinpliance therewith.
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SHARES ELIGIBLE FOR FUTURE SALE

Upon completion of this offering, shares of our common stock will be tartding, assuming no exercise of the underwriters'
overallotment option. Of these shares, shares of our common stock will be freely trddafithout restriction or limitation under the
Securities Act, less that number of shares purchbgeur affiliates in the offering. Any shares ghsed in this offering by our affiliates will
be subject to the public information, manner oésaid volume limitations of Rule 144 under the &igies Act of 1933.

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 weilles our transfer agent, dividend
paying agent and registrar. The principal busimegless 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 anspdse of our investments in privately negotiataddactions, we will infrequently use broker
the normal course of our business. Subject to jesliestablished by our board of directors, thestment adviser will be primarily responsi
for the execution of the publicly traded securifi@stion of our portfolio transactions and the edition 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 factorsrseq(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 mail necessarily pay the lowest spread or
commission available. Subject to applicable legguirements, the investment adviser may seleabvkebbased partly upon brokerage or
research services provided to the investment adaiseé 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 feenmission is reasonable in relation
to the services provided.
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UNDERWRITING

We intend to offer the shares throtighunderwriters named below. Merrill Lynch, P&rEenner & Smith Incorporated and UBS
Securities LLC are acting as representatives ofittteerwriters. Subject to the terms and conditabescribed in a purchase agreement among
us and the underwriters, we have agreed to séieteinderwriters, and the underwriters severaliyetegreed to purchase from us, the nun
of shares listed opposite their names below.

Number
Underwriter of Shares
Merrill Lynch, Pierce, Fenner & Smith
Incorporate¢
UBS Securities LLC
Tote
|

The underwriters have agreed that thast purchase all of the shares sold under thehpse agreement if they purchase any of
them. However, the underwriters are not requiretdke or pay for the shares covered by the undemgtioverallotment option described
below. If an underwriter defaults, the purchasesagrent provides that the purchase commitmentseaidhdefaulting underwriters may be
increased or the purchase agreement may be teedinat

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

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

Commissions and Discounts

The representatives have advisetiatstihe underwriters propose initially to offer gteares to the public at the public offering price
on the cover page of this prospectus and to deatdhat price less a concession not in excess ofder share. The underwriters may allow,
and the dealers may reallow, a discount not inexoé$  per share to other dealers. Afteptitdic offering, the public offering price,
concession and discount may be changed.

The following table shows the perrshand total underwriting discounts and commissiwawill pay to the underwriters assuming
both no exercise and full exercise of the undeassitoverallotment option to purchase up to anteatdil shares.

No exercist Full exercise

Per shart $ $
Total $ $

We estimate that the total expen$eseooffering payable by us, not including undeting discounts and commissions, will be
approximately $
Overallotment Option

We have granted an option to the nmdeers to purchase up to additisteares at the public offering price less the
underwriting discount. The underwriters may exer¢hgs option for 30 days from the date of thisgperctus solely to cover any
overallotments. If the underwriters exercise
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this option, each will be obligated, subject toditions contained in the purchase agreement, toh@se a number of additional shares
proportionate to that underwriter's initial amougflected in the above table.

No Sales of Similar Securities

We, our executive officers and dioestand Ares Capital Management have agreed, withptions, not to sell or transfer any
common stock for 90 days after the date of thispeotus without first obtaining the written conseiMerrill Lynch, Pierce, Fenner & Smith
Incorporated and UBS Securities LLC. Specifically, and these other individuals and entities haveezgnot to directly or indirectly:

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

. sell any option or contract to purchase any comsiock,

. purchase any option or contract to sell any comstoaok,

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

. lend or otherwise dispose of or transfer any comstonk,

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

. enter into any swap or other agreement that tras\sfewhole or in part, the economic consequericavmership of any
g?r:r;mgestock whether any such swap or transaditmbe settled by delivery of shares or otherstes, in cash or

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

Quotation on the NASDAQ National Market

Our common stock is quoted on The BA® National Market under the symbol "ARCC."

Price Stabilization and Short Positions

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

If the underwriters create a shosifion in the common stock in connection with tlifedng, i.e., if they sell more shares than are
listed on the cover of this prospectus, the repitasiwes may reduce that short position by purettashares in the open market. The
representatives may also elect to reduce any phesition by exercising all of part of the overatt@nt option described above. Purchases of
the common stock to stabilize its price or to redashort position may cause the price of the comsiack to be higher than it might be in
the absence of such purchases.

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

Merrill Lynch will be facilitating liernet distribution for this offering to certainitd Internet subscription customers. Merrill Lynch
intends to allocate a limited number of shareséde to its online brokerage customers. An eleatrprospectus is available on the Internet
Web site maintained by Merrill Lynch. Other thae firospectus in electronic format, the informatorthe Merrill Lynch Web site is not p
of this prospectus.

Other Relationships

Certain of the underwriters and tladfiliates have provided in the past to Ares araymrovide from time to time in the future in the
ordinary course of their business certain commebeiaking, financial advisory, investment bankimgiather services to Ares, Ares Capital
or our portfolio companies for which they will betiled to receive separate fees. In particular,ithderwriters or their affiliates may execute
transactions with Ares Capital or on behalf of A@apital, Ares or any of our portfolio companies.

Affiliates of certain of the undertenis are limited partners in various Ares privatgestment funds. Affiliates of Merrill Lynch,
Pierce, Fenner & Smith Incorporated are limitedrpens of ACOF.

The underwriters or their respectffiiates may also trade in our securities, sdmgiof our portfolio companies or other financial
instruments related thereto for their own accoont®r the account of others and may extend loarimancing directly or through derivative
transactions to Ares, Ares Capital, Ares Capitahizement or any of the portfolio companies.

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

After the date of this prospectug, timderwriters and their affiliates may from tiroditne obtain information regarding specific
portfolio companies or us that may not be availablthe general public. Any such information isaibéed by these underwriters and their
respective affiliates in the ordinary course ofitheisiness and not in connection with the offerifighe common stock. In addition, after the
offering period for the sale of our common stotle tinderwriters or their affiliates may developlgs@s or opinions related to Ares, Ares
Capital or our portfolio companies and buy or ggkrests in one or more of our portfolio comparuasehalf of their proprietary or client
accounts and may engage in competitive activifibgre is no obligation on behalf of these partiegisclose their respective analyses,
opinions or purchase and sale activities regardimgportfolio company or regarding Ares Capitabtw stockholders.

Merrill Lynch, Pierce, Fenner & Smiticorporated was an underwriter of our Octoberd2@@ial public offering and our March
2005 common stock offering, for which it receivagtomary fees.

The principal business address ofrMérynch is 4 World Financial Center, New YorkeM York 10080 and the principal business
address of UBS Securities LLC is 299 Park Avend#h loor, New York, New York 10171.

LEGAL MATTERS

Certain legal matters regarding theusities offered by this prospectus will be pasgeohn for Ares Capital by Proskauer Rose LLP,
New York, New York, and Venable LLP, Baltimore, Mind. Proskauer Rose LLP has from time to timeasgnted certain of tt
underwriters, Ares and Ares Capital Managementroelated matters. Certain legal matters in conaeatiith the offering will be passed
upon for the underwriters by Fried, Frank, Har8kriver & Jacobson LLP, New York, New York.
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EXPERTS

KPMG LLP serves as the independagistered public accounting firm for Ares Capitahelconsolidated financial statements of
Ares Capital Corporation as of December 31, 20@Jame 23, 2004 and for the period from June 234 Zihception) through December 31,
2004 have been included herein in reliance upomepert of KPMG LLP, independent registered pubbicounting firm, appearing elsewh:
herein, and upon the authority of said firm as etgo@ accounting and auditing. The principal besmaddress of KPMG LLP is 355 South
Grand Avenue, Los Angeles, California 90071.

AVAILABLE INFORMATION

We have filed with the SEC a registrastatement on Form N-2, together with all ammeadts 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 exhibitssmheédules, at the Public Reference Room of the @8EBG0 Fifth Street, NW, Washington,
D.C. 20549. You may obtain information on the ofieraof the Public Reference Room by calling theCS# 1-800-SEC-0330. The SEC
maintains an Internet site that contains reports¢ypand information statements and other infororafiled electronically by us with the SEC
which are available on the SEC's Internet sitatat//www.sec.gov . Copies of these reports, proxy and informati@teshents and other
information may be obtained, after paying a dupiizafee, by electronic request at the followingha#l addresspublicinfo@sec.gov, or 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 balsimeets, of Ares Capital Corporation (and sudsiyias of December 31, 2004 and
June 23, 2004, including the consolidated scheofulevestments as of December 31, 2004, and tiaectlconsolidated statements of
operations, stockholders' equity, and cash flowstfe period from June 23, 2004 (inception) to Deloer 31, 2004, and the financial
highlights for the periods from June 23, 2004 te®wuber 31, 2004 and October 8, 2004 to Decemb&2(®H. These consolidated financial
statements and financial highlights are the regpditg of the Company's management. Our respoligibis to express an opinion on these
consolidated financial statements and financiahliits based on our audits.

We conducted our audits in accordance with audi&bagdards of the Public Accounting Oversight Bdahdited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether the finatatements and financial highlights are
free of material misstatement. An audit includessideration of internal control over financial refiag as a basis for designing audit
procedures that are appropriate in the circumstig not for the purpose of expressing an opiniothe effectiveness of the Company's
internal control over financial reporting. Accordly, we express no such opinion. An audit inclueeamining, on a test basis, evidence
supporting the amounts and disclosures in the fiahstatements. Our procedures included confironatif investments owned as of
December 31, 2004 by correspondence with the ciast@hd other appropriate auditing procedures. dditalso includes assessing the
accounting principles used and significant estimatade by management, as well as evaluating thralbfirancial statement presentation.
We believe that our audits provide a reasonablestf@sour opinion.

In our opinion, the consolidated financial statetaend financial highlights referred to above pnesairly, in all material respects, the
financial position of Ares Capital Corporation (asubsidiary) as of December 31, 2004 and June®38},2and the results of their operations
and their cash flows for the periods as indicatealva in conformity with accounting principles geaibr accepted in the United States of
America.

/sl KPMG LLP

Los Angeles, California

February 2, 2005, except as to the fourth paragraph
of note 7 to the consolidated financial

statements, which is as of March 8, 2005




ASSETS

CONSOLIDATED BALANCE SHEET

Investments at fair value (amortized cost $182 323),

Non-Control/Nor-Affiliate investments

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

Dividend payabl¢

Accounts payable and accrued expet
Management and incentive fees pay:
Interest and facility fees payal

Total liabilities

Commitments and contingencies (Note

STOCKHOLDERS' EQUITY

Common stock, par value $.001 per share, 100,00&600 1,000 common shares authorize

respectively, 11,066,767 and 100 common sharesdsand outstanding, respectiv:

Capital in excess of par vall

Net unrealized appreciation on investme
Distributions in excess of net investment incc

Total stockholders' equi
Total liabilities and stockholders' equ

NET ASSETS PER SHARE
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ARES CAPITAL CORPORATION AND SUBSIDIARY

As of December 31, 2004 and June 23, 2004 (incepbio

As of

December 31, 2004

June 23, 2004

$ 165,126,18
17,433,96

182,560,14
26,806,16
8,794,471
1,140,49!
1,154,33.

$ 220,455,61

$ 55,500,00
3,320,031

1,556,44

274,65

96,17¢

60,747,30

11,06°
159,602,70
230,94°
(136,419

1,50¢

159,708,30

1,50C

$ 220,455,61

$ 14.4:

See accompanying notes to consolidated financassients.

$ 1,50¢

$ 15.0C




ARES CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED SCHEDULE OF INVESTMENTS
As of December 31, 2004

Initial Fair Percentag¢
Acquisition ~ Amortized Value Per of
Company(1) Industry Investment Interest(9) Date Cost Fair Value Unit Net Assets
Manufacturing
Qualitor, Inc. Automotive aftermarket Senior secured loan 8.00% (Base Rate  12/29/04 $ 2,000,000 $ 2,000,000 $ 1.0C(2)
components supplier ($2,000,000 par due 2.75%/M) 12/29/04 5,000,001 5,000,001 1.00(2)
12/2009)
Junior secured loan 11.00% (Base Rat
($5,000,000 par due + 5.75%/M)
6/2012)
Reflexite Corporation Developer and Senior subordinated loa 11.00% cash, 3.00 12/30/04 10,000,83 10,000,83: $ 1.0C(2)
manufacturer of high ($10,000,833 par due PIK ?3)
visibility reflective 12/2011)
products
Universal Trailer Corporation Livestock and specialty Senior secured loan 6.42% (LIBOR + 10/8/04 1,974,66! 1,974,66! $ 1.01
trailer manufacturer ($1,963,872 par due 4.00%/M)(10) 10/8/04 7,527,80! 7,528,88I 1.0C
3/2007) 10/8/04 6,424,64! 6,424,64! $ 128.444)
Senior subordinated loa 13.50% 10/8/04 1,505,771 1,505,771 67.8((5)
($7,500,000 par due $ (4)
9/2008)
Common stock (50,000 $
shares)
Warrants to purchase
22,208 shares
$ 34,433,72 $ 34,434,79 21.56%
Consumer Products—Non-
Durable
Esselte Office supply products  Senior notes ($6,777,00 7.63% 12/6/04 $ 6,060,35. $ 5,997,64! $ 0.8<(6)
distributor par due 3/2011) @)
Reef Holdings, Inc. Shoe designer, markete Senior secured loan 12.50% (Base Rat  12/21/04 17,500,00 17,500,000 $ 1.0C(2)
and distributor ($17,500,000 par due + 7.25%/Q) 10/8/04 2,258,661 2,258,66! 47.944)
12/2009) 10/8/04 752,88t 752,88t $  27.844)
Common stock (47,118
shares) $
Warrants to purchase
27,043 shares
Shoes for Crews, LLC Safety footwear and slip Senior secured loan 6.75% (Base Rate 10/8/04 1,731,28: 1,731,28: $ 1.01(2)
related mats manufactur ($1,721,154 par due 2.00%/Q) 10/8/04 334,61° 334,61° 1.0C
7/2010) $
Senior secured revolving 6.75% (Base Rate
loan ($333,333 par due 2.00%/Q)
7/2010)
$ 28,637,80 $ 28,575,09 17.8%
Services—Other
Billing Concepts, Inc. Billing clearinghouse Senior secured loan 10.63% (LIBOR + 10/8/04 $ 10,042,00 $ 10,042,00 $ 1.0C
services ($10,000,000 par due 8.50%/Q) 10/8/04 5,231,58! 5,232,491 1.00(2)
12/2005) 150,57¢ 150,57¢ $ 136.8¢(3)
Senior subordinated loa 14.00% cash, 4.00 10/8/04 4)
($5,212,619 par due PIK
6/2008)
Common stock (1,100
shares
Diversified Collection Service Collections services Senior secured loan 6.02% (LIBOR + 10/8/04 4,036,10 4,036,10° $ 1.0C(2)
($4,017,391 par due 4.00%/Q) 10/8/04 2,059,96. 2,060,15( 1.00(2)
1/2009) 10/8/04 483,70¢ 483,70¢ $ 4.243)
Senior subordinated loa 12.00% cash, 3.75 4)
($2,052,321 par due PIK
7/2010)
Preferred stock (114,00«
shares)
$ 22,003,95 $ 22,005,04 13.7¢%
Forest Products/Containers—
Packaging
FlexSol Packaging Corporatic Manufacturer of value-  Senior secured loan 5.78% (LIBOR + 12/7/04 $ 1,000,000 $ 1,000,000 $ 1.00(2)
added plastic and flexibl ($1,000,000 par due 3.25%/Q) 12/7/04 2,000,001 2,000,001 1.0C(2)

packaging

12/2012)
Junior secured loan
($2,000,000 par due
12/2012)

9.53% (LIBOR +
7.00%/Q)



York Label Holdings, Inc.

Consumer product label Senior subordinated loa 10.00% cash, 4.00

manufacturer

($9,897,956 par due
2/2010)

Preferred stock (650
shares)

Warrants to purchase
156,000 shares

PIK

10.00%

11/3/04
11/3/04
11/3/04

9,934,66! 9,935,68!
3,387,06! 3,387,06!
5,320,40: 5,320,40i

$ 21,642,13 $ 21,643,16

$
$

1.0((2)
5,210.8(3)
(3)
34.11(4)

13.5%




Initial

Acquisition Percentag¢
Amortized Fair Value of
Company(1) Industry Investment Interest(9) Date Cost Fair Value Per Unit Net Assets
Environmental Services
Mactec, Inc. Engineering and Common stock (186 11/3/04 — — % 0.0C(4)
environmental consultin ~ shares)
services
United Site Services, Int  Portable restroom and Junior secured loan 10.41% (LIBOR + 12/2/04 9,950,51; $ 10,000,000 $ 1.00(2)
site services ($10,000,000 par due 8.00%/Q) 10/8/04 8,571,37: 8,574,03. $ 1.01(3)
6/2010) 10/8/04 1,353,85: 1,353,85: $ 6.24(4)
Senior subordinated loa 12.00% cash, 4.00¢
($8,456,734 par due PIK
12/2010)
Common stock (216,79!
shares)
19,875,73 $ 19,927,88 12.4¢%
Information Technology
PHNS, Inc. Information technology Senior subordinated loa 11.50% cash, 2.25¢9 11/1/04 15,763,39 $ 16,000,000 $ 1.0((3)
and business process ($16,000,000 par due PIK
outsourcing 11/2011)
15,763,39. $ 16,000,00 10.02%
Energy—Service &
Equipment
Mechanical Dynamics & Steam power generator  Senior subordinated loa 13.00% cash, 5.00¢  10/8/04 10,693,62° $ 10,694,66 $ 1.0C(2)
Analysis repair services ($10,654,348 par due PIK 10/8/04 150,57¢ 150,57¢ $ 37.0%(3)
3/2010) 4)
Warrants to purchase
4,067 shares
10,844,20 $ 10,845,24 6.7<%
Housing—Building
Materials
HB&G Building Product:  Synthetic and wood Senior subordinated loa 10.00% cash, 5.00¢  10/8/04 8,142,17' $ 8,142,85' $ 1.0C(3)
product manufacturer ($8,112,135 par due PIK 10/8/04 752,88t 752,88 $  274.4Y4)
3/2011) 10/8/04 652,50: 652,50 $  146.1%(4)
Common stock (2,743
shares)
Warrants to purchase
4,464 shares
9,547,56! $ 9,548,241 5.96%
Consumer Products—
Durable
Berkline/Benchcraft Furniture manufacturer  Junior secured loan 10.50% (LIBOR + 11/3/04 5,000,001 $ 5,000,001 $ 1.00(2)
Holdings LLC and distributor ($5,000,000 par due 8.00%/Q) 10/8/04 1,046,34. 1,046,34: $  412.6((4)
5/2012) 10/8/04 2,752,55! 2,752,55! $ 5.7C(4)
Preferred stock (2,536
shares)
Warrants to purchase
483,020 shares
8,798,90: $ 8,798,90: 5.51%
Financial
Foxe Basin CLO 2003, Collateralized debt Preference shares (3,0( 10/8/04 3,011,55; $ 3,011,55: $ 1,003.8(8)
Ltd. obligation shares’
Hudson Straits CLO Collateralized debt Preference shares (750 10/8/04 752,88t 752,88t $ 1,003.88)
2004, Ltd. obligation shares’
MINCS-Glace Bay, Ltd.  Collateralized debt Secured notes 6.63% (LIBOR + 10/8/04 4,517,321 4,517,322 $ 1.0((8)
obligation ($4,500,000 par due 5.00%/Q)
7/2014)
8,281,76! $ 8,281,76:i 5.1%
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Initial

Acquisition Fair Percentag¢
Amortized Value of

Company(1) Industry Investment Interest(9) Date Cost Fair Value Per Unit  Net Assets

Healthcare—Medical

Products

Aircast, Inc. Manufacturer of Senior secured loan 5.19% (LIBOR + 12/21/04 $ 1,500,001 $ 1,500,000 $ 1.0((2)

orthopedic braces, ($1,500,000 par due 2.75%/Q) 12/21/04 1,000,001 1,000,001 $ 1.0C
supports and vascular 12/2010) 2)
systems Junior secured loan 9.44% (LIBOR +
($1,000,000 par due 7.00%/Q)
6/2011)
$ 2,500,000 $ 2,500,001 1.5
Total $ 182,329,20 $ 182,560,14
I

) We do not "Control" any of our portfolio companies, defined in the Investment Company Act of 1&40amended (the "1940 Act"). In general, undel8%0 Act, we would
"Control" a portfolio company if we owned 25% or ra®f its voting securities. Additionally, with tlexception of our investment in Esselte, all of mwestments are subject to
legal restriction on sales. As of December 31, 26804 Company held $176,562,502 in restricted sgéesirwhich represented 111% of the Company'asséts.

) Pledged as collateral for the credit facility pagatsee Note 8).

3) Has a payment-in-kind interest feature (see Note 2)

(4) Non-income producing at December 31, 2004.

(5) As defined in the 1940 Act, we are an "Affiliatef"this portfolio company as we own more than 5%hef portfolio company's outstanding voting secesitiFor the period from
June 23, 2004 through December 31, 2004, for thitfglio company there were total purchases of $38,522, a redemption of $164,555 (cost), interesime of $285,059,
other income of $5,833 and net realized losse8989$

(6) Principal amount denominated in Euros has beemslated into U.S. dollars (see Note 2).

(7 Non-U.S. company or principal place of businessidetthe U.S.

(8) Non-registered investment company.

9) A majority of the variable rate loans to our polificcompanies bear interest at a rate that mayelerchined by reference to either LIBOR or an alérBase Rate (commonly
based on the Federal Funds Rate or the Prime Ratie borrower's option, which reset quarerly ¢@nonthly (M). For each such loan, we have predithe current interest
rate in effect at December 31, 2004.

(10) 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 (inception) through Dxember 31, 2004

INVESTMENT INCOME:
From nor-control/nor-affiliate investments

Interest from investmen $ 3,289,25!
Interest from cash & cash equivale 39,32¢
Dividend income 191,13(
Capital structuring service fe 542,35:
Other income 27,88¢

Total investment income from n-control/nor-affiliate investment: 4,089,95!

From affiliate investment:

Interest from investmen 285,05¢
Other income 5,83¢
Total investment income from affiliate investme 290,89:
Total investment incom 4,380,84:
EXPENSES
Organizationa 199,18
Management and incentive fe 567,03t
Administrative 135,94
Professional fee 336,18’
Directors fee: 119,96¢
Insurance 161,85!
Interest and credit facility fee 96,17¢
Amortization of debt issuance co: 41,22(
Other 8,18¢
Total expense 1,665,75.
NET INVESTMENT INCOME 2,715,09!

REALIZED AND UNREALIZED GAIN ON INVESTMENTS:
Net realized gains (losse:

Net realized gains from n-control/nor-affiliate investment transactiol 245,34!
Net realized loss from affiliate investment tran&ats (899)
Net realized gains from investment transacti 244.,44¢

Net unrealized gair

Investment transactions from r-control/nor-affiliate investment: 230,94

Net realized and unrealized gain on investm 475,39

NET INCREASE IN STOCKHOLDERS' EQUITY RESULTING FRORMIPERATIONS $ 3,190,48!
|

BASIC AND DILUTED EARNINGS PER COMMON SHARE (see o4) $ 0.2¢
|

WEIGHTED AVERAGE SHARES OF COMMON STOCK OUTSTANDIN(Gee Note 4 11,066,76

See accompanying notes to consolidated finanassients.
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Balance at June 23, 2004
Issuance of common sto
Offering and underwriting costs
(see Note 7)

Underwriting costs paid by the
Investment Adviser (see Note
Net increase in stockholders' eqt
resulting from operations
Dividend declared ($0.28 per she
Tax return of capital ($0.02 per
share)

Balance at December 31, 20

ARES CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

For The Period June 23, 2004 (inception) through Dxember 31, 2004

Common Stock Accumulated

Capital in Distributions in Net Realized Net Unrealized Total
Excess of Excess of Net Gain on Sale of Appreciation of Stockholders'

Shares Amount Par Value Investment income Investments Equity
10C $ — $ 1,50C $ — $ — 3 — 3 1,50(
11,066,66 11,067 165,988,93 — — 166,000,00
— — (8,638,65/) — — (8,638,65i)
— — 2,475,001 — — 2,475,001
— — — 2,715,09! 244,44¢ 3,190,48:
— — — (2,851,51i) (244,44 (3,095,95/)
— — (224,07.) — — (224,07.)
11,066,76 $ 11,067 $ 159,602,70 $ (136,419 $ — $ 230,94° $ 159,708,30
I I N —— I ——

See accompanying notes to consolidated finana#tsients.
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OPERATING ACTIVITIES:

ARES CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CASH FLOWS

For The Period June 23, 2004 (inception) through Dxember 31, 2004

Net increase in stockholders' equity resulting frgmerations
Adjustments to reconcile net increase in stockhsldeguity resulting from operatior
Realized gain on investment transacti
Unrealized gain on investment transacti
Net amortization of premium 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

Net cash used in operating activit

FINANCING ACTIVITIES:

Net proceeds from issuance of common s
Borrowings on credit facility payab

Credit facility financing cost

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

See accompanying notes to consolidated finanassients.
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$ 3,190,48i

(244,441
(230,94
9,091
(508,76:)
41,22
53,480,44
(243,860,00)

(1,140,49)
(417,33)
1,556,441
274,65
96,17¢

(187,753,46)

159,836,34
55,500,00
(778,229

214,558,12

26,804,66

1,50C

$ 26,806,16

$ —
$ 3,320,031




ARES CAPITAL CORPORATION AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of December 31, 2004
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 founded on April 16, 2004 and were initiaiwfled on June 23, 2004. The Company intends totelbée treated for tax purposes as a
regulated investment company, or RIC, under therivél Revenue Code of 1986, as amended. Our ineasiobjectives are to generate both
current income and capital appreciation througlt ded equity investments. We invest primarily isfiand second lien senior loans and
mezzanine debt, which in some cases may includgaity component, and, to a lesser extent, in gdoiestments in private middle market
companies.

In September 2004, our board of dimecapproved an increase in the number of authdidmmon shares to 100,000,000 common
shares. On October 8, 2004, we completed our lipitilic offering (the "Offering") of 11,000,000 ates at a price of $15.00 per share, less
an underwriting discount and commissions totalig$5 per share of which $0.225 was paid on oualbély our investment adviser (see
Note 7). On the same date, we commenced substamégtment operations. On October 29, 2004, waéaor Ares Capital CP Funding LL
("Ares Capital CP"), a wholly-owned subsidiary bétCompany, through which we established a revglenedit facility.

We are externally managed by Aresit@hplanagement LLC (the "Investment Adviser"),afiliate of Ares Management LLC, an
independent Los Angeles based firm that managesiment funds. Ares Technical Administration LLBrgs Administration”), an affiliate
of Ares Management LLC, provides the administratigevices necessary for us to operate.

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 subsidiary. The
consolidated financial statements reflect all atpests and reclassifications which, in the opiredbmanagement, 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, atéisn cash held in money market accounts may
exceed the Federal Deposit Insurance Corporatsuréa limit.

I nvestments

Investment transactions are recoatettade date. Realized gains or losses are coohpsteg the specific identification method. We
carry our investments at fair value, as determimedur

F-10




board of directors. Investments for which markettgtions are readily available are valued at suatket quotations. Debt and equity
securities that are not publicly traded or whoseketgprice is not readily available are valuedaét ¥alue as determined in good faith by our
board of directors. The types of factors that wg ma&e into account in fair value pricing of ouv@stments include, as relevant, the nature
and realizable value of any collateral, the poigfabmpany's ability to make payments and its egsiand discounted cash flow, the markets
in which the portfolio company does business, caispa to publicly traded securities and other ratevfactors.

When an external event such as ahasectransaction, public offering or subsequenitygale occurs, we use the pricing indicated
by the external event to corroborate our privaigtgaaluation. 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@etermined 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 signifidgritom 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 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 auditimittee and, where appropriate, an independenttiatufirm.

As defined in the 1940 Act, Affiliatevestments are those in which we own more tharob#e portfolio company's outstanding
voting securities.

I nterest Income Recognition

Interest income, adjusted for amaiton of premium and accretion of discount, is rded on an accrual basis to the extent that sucl
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 isatenined that interest is no longer collectible, wil 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 lifa@fdéspective security using the effective yieldhrod. The amortized cost of investments
represents the original cost adjusted for the diceref 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 agreeneatided to the principal balance of the loan aednded 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. For theghénom June 23, 2004 (inception) through Decen#ier2004, $508,762 in PIK income
was 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 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 Wlestiment. The services that the
Company's Investment Adviser provides vary by itwment, 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 capitat] 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 wtier€€ompany is invited to participate as a co-lefm@ 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 ¢timated 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:

Q) Market value of investment securities, other asaetsliabilities—at the exchange rates prevailinthe 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 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 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. 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 manlatile than those of comparable
U.S. companies.
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Organizational and Offering Expenses

A portion of the net proceeds of @féering was used to pay for the Company's offedogts and organizational expenses. The
offering costs were charged against the proceeds fne Offering when received and were approxingeél6 million. Approximately
$200,000 in organizational expenses have been sggdes incurred.

Debt I ssuance Costs
Debt issuance costs are being aneattizer the life of the credit facility using thieagght line method.
Federal Income Taxes

The Company intends to qualify foe tax treatment applicable to regulated investroentpanies under Subchapter M of the
Internal Revenue Code of 1986 (the "Code"), as aenand, among other things, intends to makeetpaisite distributions to its
stockholders which will relieve the Company frontdEeal income or excise taxes. Therefore, no pronikias been recorded for Federal
income or excise taxes.

In order to qualify as a RIC, the Gummy is required to distribute to its stockhold&rgeast 90% of investment company taxable
income, as defined by the Code.

In accordance with Statement of R@si®3-2, "Determination, Disclosure, and Finan8tdtement Presentation of Income, Capital
Gain, and Return of Capital Distributions by Invesht Companies,” book and tax basis differenceding to stockholder distributions and
other permanent book and tax differences are r&filed to capital in excess of par. In additiore ttharacter of income and gains to be
distributed is determined in accordance with incdaneregulations that may differ from accountin@qpiples generally accepted in the Uni
States of America, as highlighted in Note 6.

Dividends

Dividends and distributions to comnstockholders are recorded on the record dateammint 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 distributed at least annually.

We have adopted a dividend reinvestrptan that provides for reinvestment of our disttions 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 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 assumptiondfetittae
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reported amounts of actual and contingent asseltiabilities at the date of the financial statertseaind the reported amounts of income or
loss and expenses during the reporting period.&ctsults could differ from those estimates. Sigant estimates include the valuation 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 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 providegestment advisory services to ARCC. For
providing these services, the Investment Adviseeires a fee from us, consisting of two componeradase management fee and an
incentive fee. The base management fee is calcuddatan annual rate of 1.5% of our total assetsfdhan 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 arrdats.January 1, 2005, the base
management fee is calculated based on the inalakvof our total assets after giving effect to phechase of the Portfolio (as defined below)
(other than cash or cash equivalents but includssgts purchased with borrowed funds). Subsequémtypase management fee is calculated
based on the average value of our total assetsr(titan cash or cash equivalents but includingiagsechased with borrowed funds) at the
end of the two most recently completed calendartqusmand appropriately adjusted for any shareisses or repurchases during the calendat
guarter. Base management fees for any partial mamguarter are appropriately pro rated.

The incentive fee has two parts. Pa is calculated and payable quarterly in arrbased 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, diligerzee consulting fees or other fees that we receom portfolio companies but excluding fi
for providing managerial assistance) accrued dutiegcalendar quarter, minus operating expensdabdoguarter (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&rg-incentive fee net investment income includeshé case of investments with a deferred
interest feature such as market discount, debuimgnts with payment-in-kind interest, preferrestktwith payment-in-kind dividends and
Zero coupon securities, accrued income that we hawget 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 sindome.
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Pre-incentive fee net investment mealoes not include any realized capital gainsizezhcapital losses or unrealized capital
appreciation or depreciation. Pre-incentive feeimatstment income, expressed as a rate of retuthevalue of our net assets at the end of
the immediately preceding calendar quarter, is @mebto 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 blass 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 gteent income, if any, that exceeds 2.50% in aignciar quarter.

These calculations are approprigbetyrated for any period of less than three moatitsadjusted for any share issuances or
repurchases during the current quarter.

The second part of the incentiveifeggetermined 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, yf,@momputed net of all realized capital losses amebalized capital depreciation for such year;
provided that the incentive fee determined as afdb#ber 31, 2004 is calculated for a period of gltdhan twelve calendar months to take
into account any realized capital gains computddahall realized capital losses and unrealizedtahdepreciation for the period ending
December 31, 2004.

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 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 ouasstts at the beginning of such period. These
calculations are appropriately pro rated duringfittst three calendar quarters following Octobe2@)4 and are adjusted for any share
issuances or repurchases.

For the period from October 8, 20t (date of the Offering and the commencement lodtaimtial investment operations) through
December 31, 2004, we incurred $471,565 in baseaganent fees and $95,471 in incentive fees. Ryi@ctober 8, 2004, we incurred no
base management or incentive fees.

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
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Agreement, Ares Administration also performs orrsees the performance of our required adminisgaearvices, which include, among
other things, being responsible for the finanotalords which we are required to maintain and pregaeports to our stockholders and rep
filed with the SEC. In addition, Ares Administratiassists us in determining and publishing theassét value, oversees the preparation and
filing of our tax returns and the printing and @issnation of reports to our stockholders, and gaheoversees the payment of our expenses
and the performance of administrative and profesgiservices rendered to us by others. Under thmiAidtration Agreement, Ares
Administration also provides on our behalf, man@adessistance to those portfolio companies to twiie are required to provide such
assistance. The Administration Agreement may baiteated by either party without penalty upon 60siayritten notice to the other party.

For the period from October 8, 200 (date of the Offering and the commencement lndtamtial investment operations) through
December 31, 2004 we incurred $135,941 in admatist fees. As of December 31, 2004, the entireltarhwas unpaid and included in
accounts payable and accrued expenses in the aaoging consolidated balance sheet. Prior to Oct8p2004, we incurred no
administrative fees.

4. EARNINGS PER SHARE

The following information sets foitthe computation of basic and diluted net decreasgoickholders' equity per share resulting from
October 8, 2004 (the date of the Offering and tmarmencement of substantial investment operatidmeugh December 31, 2004:

Numerator for basic and diluted net increase inldtolders' equit

resulting from operations per sha $ 3,190,48!
Denominator for basic and diluted net increasdankdolders' equity

resulting from operations per sha 11,066,76
Basic and diluted net increase in stockholdersitggesulting from

operations per shar $ 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 denominatatdshave been 4,905,916 resulting in a basic dnted net increase in stockholders'
equity resulting from operations per share of $0.65

5. INVESTMENTS

On September 16, 2004, we enteredantagreement with Royal Bank of Canada andfiliatds ("RBC") whereby we agreed to
pay $250,000 to RBC to acquire a right to purcteapertfolio of loans and equity investments (thetter Portfolio").

Upon completion of the Offering ontGlwer 8, 2004, we exercised our right to purchabstantially all of the October Portfolio frc
RBC for approximately $122.3 million. The Octobarfolio consisted of $31.5 million of senior texdabt, $63.7 million of senior
subordinated debt, $18.8 million of investmentsquity securities and $8.3 million of investmemisollateralized debt obligations. On
November 3, 2004, we purchased additional assigisalty included in the Octobe
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Portfolio for approximately $18.5 million. The atseere comprised of $9.8 million of senior subpeded debt and $8.7 million of
investments in equity securities.

Aside from the purchase of the Octdbartfolio, 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 incomeaegities during the period from October 8, 2004 (tlate of the Offering and commencen

of substantial investment operations) through Ddxmm31, 2004.

In addition, we sold (i) $13.7 milti@f senior term debt, (ii) $8.9 million of sensubordinated debt, (iii) $0.8 million of investme
in equity securities and (iv) $9.7 million of putdii traded fixed income securities during the pgfiem October 8, 2004 (the date of the
Offering and commencement of substantial investropatations) through December 31, 2004. Also duttiegperiod, (A) $6.9 million of
senior term debt and (B) $22.0 million of seniobaulinated debt were redeemed.

As of December 31, 2004, investmanis cash and cash equivalents consisted of thenfiol):

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

6. INCOME TAXES

The following reconciles net increasstockholders' equity resulting from operatibtmsaxable income for the period from June 23,
2004 (inception) through December 31, 2004:

Net increase in stockholders' equity resulting frgmerations $ 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!

|

As of December 31, 2004, the cosheéstments for tax purposes was $182,275,710tneguh 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, 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.

Gross underwriting costs relateduo affering were $7,425,000 or $0.675 per sharea part of the Offering, the Investment
Adviser, on our behalf, agreed to pay the undeensi$0.225 of the $0.675 per share in underwritisgount and commission for a total of
approximately $2.5 million. We are obligated toagphis amount, together with accrued interestrgd at the 3-month LIBOR plus 2%
starting on October 8, 2004) (a) if during any foatendar quarter period ending on or after Oct8p&005 the sum of (i) the aggregate
distributions, including return of capital, if artg, the stockholders and (ii) the change in nettagslefined as total assets less indebtedness)
equals or exceeds 7.0% of the net assets at tlenlireg) of such period (as adjusted for any shaseasces or repurchases) or (b) upon the
Company's liquidation. As of December 31, 2004,3hmonth LIBOR was 2.56%. Had the amount been ddgragable at December 31,
2004, the accrued interest expense through Dece®ih@004 would have been $23,726.

For the period from the Offering ont@ber 8, 2004 to December 31, 2004, the aggrefistiébutions and change in net asset value
represented a return of approximately 9.2 % ovemntt asset value as of the Offering, on an areadhliasis. Consistent with generally
accepted accounting principles, because severaltaiaties existed at the balance sheet date reggtfie likelihood that the Company wol
achieve the 7% return referred to above, which doeguire repayment to the Investment Adviser,ialaility was recorded in the
accompanying financial statements. As the Compantirtues its operations, management will assessrtgeing performance results, and
when it is determined that the 7% return is probathie approximate $2.5 million will be chargediagastockholders' equity.

On March 8, 2005, the Company's badirectors approved entering into an amendedrasiéited agreement with the Investment
Adviser whereby the Company would be obligatedcefmay the Investment Adviser for the approximaté® $2illion only if the conditions for
repayment referred to above were met before thé #riniversary of the Offering. If one or more sesents do not occur on or before
October 8, 2007, we will not be obligated to refidg amount to the Investment Adviser.
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8. CREDIT FACILITY PAYABLE

In accordance with the 1940 Act, wi#ittain limited exceptions, we are only allowedtsrow amounts such that our asset cove
as defined in the 1940 Act, equals at least 20G&6 afich borrowing. On November 3, 2004 (the "Rgdiffective Date"), the Company
entered into a revolving credit facility (the "Flgi') that allows Ares Capital CP to issue up t56$.0 million of variable funding certificates
("VFC"). As part of the Facility, we are subjectlitmitations as to how borrowed funds may be usetuding restrictions on geographic
concentrations, sector concentrations, loan sagmnent frequency and status, average life, codaisterests and investment ratings as well
as regulatory restrictions on leverage which mégcafthe amount of VFC that we may issue from ttméme. There are also certain
requirements relating to portfolio performance]uning required minimum portfolio yield and limitahs on delinquencies and charge-offs,
violation of which could result in the early amagttion of the Facility and limit further advancewder the Facility and in some cases could be
an event of default. Such limitations, requiremgeatsl associated defined terms are as providdd tbe documents governing the Facility.
As of December 31, 2004 there was $55,500,000andstig under the Facility and the Company contiriad®e in compliance with all of the
limitations and requirements of the Facility.

The interest charged on the VFC &eblson the commercial paper rate plus 1.25% anagbayguarterly. As of December 31, 2004,
the commercial paper rate was 2.3152%. The avenégest rate during the period from the FaciliffeEtive Date through December 31,
2004 was 1.78% (from date of first borrowing thrbugecember 31, 2004, the average interest rate8\888%0) and the average outstanding
balance was $10,466,102. For the period from JBn2@4 (inception) through December 31, 2004 tiherést expense incurred was
$60,531. There was no cash paid for interest duhiageriod.

The Facility expires on November @02 unless extended prior to such date for aniaddit364-day period with the consent of the
lender. If the Facility is not extended, any prpadiamounts then outstanding will be amortized @a24-month period through a termination
date of November 3, 2007. Under the terms of thaliBa we were required to pay a otieae 0.25% structuring fee and a 0.375% renews
on each of the two years following the closing dztéhe Facility. Additionally, we are also requdrto pay a 0.175% commitment fee for any
unused portion of the Facility. For the period frdmme 23, 2004 (inception) through December 3142068 commitment fee incurred was
$35,644.

9. RELATED PARTY TRANSACTIONS

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 tegqal from June 23, 2004 (inception)
through December 31, 2004 the Investment Adviseuried such expenses totaling $242,205, of whid2$B2 related to offering costs paid
on behalf of the Company by the Investment Advisecordingly, the Company has recorded a liab#ditypecember 31, 2004 to the
Investment Adviser for the portion of such amouttyet reimbursed. As of December 31, 2004, $14y888 payable to the Investment
Adviser and such payable is included in accounyalple in the accompanying consolidated balancetshee
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Additionally, the Company will be dgdted to pay approximately $2.5 million to theéstment Adviser for the portion of the sales
load on the Offering paid by the Investment Advigerbehalf of the Company, dependent on certaiditions being met (see Note 7).

As of December 31, 2004, Ares ManagignhL C, of which Ares Capital Management LLC i&holly-owned subsidiary, owned
666,667 shares of the Company's common stock reqirg approximately 6.0% of the total shares aniding.

See Note 3 for a description of ottedated party transactions.
10. DIVIDEND

For the period from June 23, 2004€ption) through December 31, 2004, the Companiadeta dividend on December 17, 2004
of $0.30 per share for a total of $3,320,030. Téeord date was December 27, 2004 and the dividesddigtributed on January 26, 2005.
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11. FINANCIAL HIGHLIGHTS

The following is a schedule of fina@idighlights for the periods from June 23, 200%¢ption) through December 31, 2004 and
October 8, 2004 (the date of the Offering and tramencement of substantial investment operatidmepgh December 31, 2004:

From From

June 23, 2004 October 8, 2004
Per Share Dati
Net asset value, beginning of per $ 1500 $ 14.4%(1)
Gross Offering and underwriting co: (0.7¢) —
Underwriting costs paid by the Investment Advisag Note 7 0.22
Net investment income for peri 0.2t 0.27
Net realized and unrealized gains on secur 0.04 0.04
Net increase in stockholders' equity resulting figmerations 0.2¢ 0.31
Distributions from net investment incor (0.25) (0.25)
Distributions in excess of net investment incc (0.07) (0.09)
Distributions from net realized capital gains oniséies (0.02 (0.02)
Total distributions to stockholders before retufrcapital (0.2¢) (0.2¢)
Tax return of capite (0.0 (0.02)
Total distributions (0.30 (0.30
Net asset value at end of per $ 144 $ 14.4:
Per share market value at end of pe $ 19.4: $ 19.4:
Total return based on market value 31.5% 31.5%%
Total return based on net asset valu (1.8(%) 2.15%
Shares outstanding at end of per 11,066,76 11,066,76
Ratio/Supplemental Dat
Net assets at end of peri $ 159,708,30 $ 159,708,30
Total debt outstanding at end of per $ 55,500,000 $ 55,500,00
Total assets to debt outstanding r: 3.97 3.97
Ratio of operating expenses to average net asy 5.24% 3.92%
Ratio of net investment income to average net s&bx 8.54% 7.7<%
Portfolio turnover rate(4 215% 19(%

(1) This amount includes the net proceeds of the @ffieoin October 8, 2004, organizational expensegpeadous offerings of 66,767
shares which had no sales load.

(2)  Total return based on market value equals the aseref the ending market value at December 31, 80849.43 per share over the

offering price of $15 per share plus the declargitldnd of $0.30 per share (includes return of dmf $0.01 per share) for holders
record on December 27, 2004, divided by the oftgprice. Total return based on market value isamotualized.
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(3)  Total return based on net asset value equals rggehin net asset value during the period plusi¢iotared dividend of $0.30 per sh
(includes return of capital of $0.01 per share)olders of record on December 27, 2004, dividethieybeginning net asset value
during the period. Total return based on net asdee is not annualized.

(4)  The ratios reflect an annualized amount.
12. 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 is no expected impact fnenadoption of SFAS 123R.

13. SUBSEQUENT EVENTS

On January 7, 2005 we entered irdostless collar agreement in order to manage thesexe to changing interest rates related t
Company's fixed rate investments. The costlesaicatireement was for a notional amount of $20 anmillhas a cap of 6.5%, a floor of 2.72%
and matures in 2008. The costless collar resetsdaylyabased on the 3-month LIBOR.

On January 12, 2005 the Company fil@dgistration statement to offer additional commbares of the Company for public sale.
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ARES CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

As of June 30, 2005 and December 31, 2004

As of
June 30, 2005 December 31, 2004
(unaudited)
ASSETS
Investments at fair value (amortized cost of $303,472 and
$182,329,200, respectivel
Non-control/Nor-affiliate investment: $ 262,44954 $ 165,126,18
Affiliate investments 39,848,66 17,433,96
Total investments at fair valt 302,298,20 182,560,14
Cash and cash equivalel 53,891,96 26,806,16
Receivable for open trad 497,77 8,794,47
Interest receivabl 3,379,84. 1,140,49!
Other asset 765,93! 1,154,33.
Total asset $ 360,833,71 $ 220,455,61
I I
LIABILITIES
Credit facility payable — 55,500,00
Reimbursed underwriting costs payable to the Inaesat Advisel 2,475,00! —
Dividend payable 7,413,95! 3,320,033
Accounts payable and accrued expel 1,006,71 1,556,44!
Management and incentive fees pays 2,858,591 274,65
Interest and facility fees payat 62,97¢ 96,17¢
Interest payable to the Investment Advi 83,53¢ —
Total liabilities 13,900,77 60,747,30
Commitments and contingencies (Note
STOCKHOLDERS' EQUITY
Common stock, par value $.001 per share, 100,00G;66hmon shares
authorized, 23,168,595 and 11,066,767 common shemesd and
outstanding, respective 23,16¢ 11,06
Capital in excess of par val 341,443,55 159,602,70
Net unrealized (depreciation) appreciation on itwests (115,26¢) 230,94
Accumulated net realized gain on sale of invests 5,581,48! —
Distributions less than (in excess of) net investiiilecome — (136,414
Total stockholders' equi 346,932,94 159,708,30
Total liabilities and stockholders' equ $ 360,833,71 $ 220,455,61
I I
NET ASSETS PER SHARE $ 1497 $ 14.4:

See accompanying notes to consolidated financigdsients.
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ARES CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED SCHEDULE OF INVESTMENTS

As of June 30, 2005 (unaudited)

Percentagt
Initial
Acquisition  Amortized Fair Fair Value of Net
Company(1) Industry Investment Interest(10) Date Cost Value Per Unit Assets
Consumer Products—
Non-Durable
Esselte Corporation Office supply products Senior notes 12/6/0¢ 14,011,16 $ 12,786,04 $ 0.8¢(7)
manufacturer and ($14,529,600 par due 8)
distributor 3/2011) 7.63%
Making Memories Scrapbooking branded Senior secured loan 7.19% (Libor + 5/5/0¢ 9,381,25I 9,381,25( 1.00(2)
Wholesale, Inc.(6) products manufacturer ($9,381,250 par due 4.00%/Q)
3/2011)
Senior subordinated loa 12.00% cash, 2.50¢ 5/5/0¢ 10,000,000 10,000,000 1.00(2)
($10,038,194 par due PIK 3)
5/2012)
Preferred stock (3,500 5/5/0% 3,542,001 3,542,001 1,012.0((3)
shares)
Shoes for Crews, LLC Safety footwear and slic  Senior secured loan 7.17% (Base Rate - 10/8/0¢ 1,629,44. 1,629,44; 1.01(2)
related mats manufactu  ($1,619,910 par due 2.00%/Q)
7/2010)
Tumi Holdings, Inc. Branded luggage Senior secured loan 6.24% (Libor + 3/14/0¢ 2,500,001 2,500,00t( 1.00(2)
designer, marketer and  ($2,500,000 par due 2.75%IQ)
distributor 12/2012)
Senior secured loan 6.34% (Libor + 3/14/0¢ 5,000,001 5,000,001 1.00(2)
($5,000,000 par due 3.25%/Q)
12/2013)
Senior subordinated loa 14.49% (Libor + 3/14/0¢ 12,684,35 12,684,35 1.00(2)
($12,553,819 par due 6.00% cash, 5.00% 3)
12/2014) PIK/Q)
58,748,21 57,523,09 16.5¢%
Manufacturing
Arrow Group Industries, Residential and outdoor  Senior secured loan 8.49% (Base Rate - 3/28/0¢ 6,041,25! 6,120,001 1.0z
Inc. shed manufacturer ($6,000,000 par due 4.00%/Q)
4/2010)
Senior secured loan 12.99% (Base Rate 3/28/0¢ 6,000,001 6,000,001 1.0C
($6,000,000 par due 8.50%/Q)
10/2010)
The GSI Group, Inc. Agricultural equipment Senior notes 12.00% 5/12/0¢ 10,000,000 10,000,000 1.0C
manufacturer ($10,000,000 par due
5/2013)
Common stock (7,500 5/11/0¢ 750,00( 750,00( 100.0((4)
shares)
Qualitor, Inc. Automotive aftermarket  Senior secured loan 7.21% (Libor + 12/29/0:« 837,05¢ 837,05¢ 1.00(2)
components supplier ($837,059 par due 4.00%/M)
12/2009)
Senior secured loan 7.49 (Base Rate + 12/29/0: 1,152,94 1,152,94: 1.00(2)
($1,152,941 par due 2.75%/M)
12/2009)
Junior secured loan 10.49% (Base Rate 12/29/0: 5,000,001 5,000,001 1.00(2)
($5,000,000 par due 5.75%/M)
6/2012)
Reflexite Corporation Developer and Senior subordinated loa 11.00% cash, 3.00¢ 12/30/0¢ 10,151,48 10,151,48 1.00(2)
manufacturer of high ($10,137,969 par due PIK 3)
visibility reflective 12/2011)
products
Universal Trailer Livestock and specialty ~ Senior secured loan 7.65% (Libor + 10/8/0¢ 1,430,27. 1,430,27. 1.01
Corporation(5) trailer manufacturer ($1,422,456 par due 4.25%/M)
3/2007)
Senior secured loan 9.75% (Base Rate - 10/8/0¢ 35,84( 35,84( 1.01
($35,644 par due 3/200° 3.50%/M)
Senior subordinated loa 13.50% 10/8/0¢ 7,525,38! 7,528,88: 1.0C
($7,500,000 par due
9/2008)
Common stock (50,000 10/8/0¢ 6,424,64! 6,424,64! 128.4¢(4)
shares)
Warrants to purchase 10/8/0¢ 1,505,771 1,505,771 67.8((4)

22,208 shares




56,854,65 56,936,90 16.41%
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Percentagt

Initial Fair
Acquisition  Amortized Fair Value of Net
Company(1) Industry Investment Interest(10) Date Cost Value Per Unit Assets
Environmental Services
Mactec, Inc. Engineering and Common stock (186 11/3/0¢ — — 0.0C(4)
environmental consultine  shares)
services
United Site Services, Inc. Portable restroom and s Junior secured loan 11.38% (Libor + 12/2/0¢ 9,953,900 10,000,00 1.00(2)
services ($10,000,000 par due 8.00%/Q)
6/2010)
Senior subordinated loa 12.00% cash, 4.009 10/8/0¢« 8,734,67. 8,743,43! 1.0%(3)
($8,587,014 par due PIK
12/2010)
Common stock (216,79¢ 10/8/0¢ 1,353,85. 1,353,85. 6.24(4)
shares)
WCA Waste Systems, Inc. Waste management Junior secured loan 9.49% (Libor + 4/25/0t¢ 25,000,000 25,000,00 1.00(2)
services ($25,000,000 par due 6.00%/Q)
10/2011)
45,042,42.  45,097,28 13.0(%
Energy—Service &
Equipment
Mechanical Dynamics & Steam power generator ~ Senior subordinated loa 13.00% cash, 5.009 10/8/0¢ 10,960,79 10,964,17 1.01(2)
Analysis repair services ($10,880,035 par due PIK 3)
3/2010)
Warrants to purchase 10/8/0¢« 150,57¢ 889,89: 218.8:(4)
4,067 shares
Varel Holdings, Inc. Drill bit manufacturer Senior secured loan 8.75% (Base Rate - 5/18/0¢ 6,666,66 6,666,66 1.0C
($6,666,667 par due 2.75%IQ)
12/2010)
Senior secured loan 7.40% (Libor + 5/18/0¢ 2,500,001 2,500,001 1.0C
($2,500,000 par due 4.00%/Q
12/2010)
Senior secured loan 11.40% (Libor + 5/18/0¢ 3,333,33 3,333,33 1.0C
($3,333,333 par due 8.00%/Q)
12/2010)
Preferred stock (30,738 5/18/0¢ 1,006,36: 1,006,36: 32.743)
shares’
Common stock (30,451 5/18/0¢ 3,04¢ 3,04¢ 0.1C(4)
shares)
24,620,77 25,363,47 7.31%
Services—Other
Diversified Collection Service  Collections services Senior secured loan 6.99% (Libor + 2/4/0¢ 6,743,33: 6,743,33: 1.00(2)
Inc. ($6,743,333 par due 4.00%/Q)
2/2011)
Senior secured loan 6.77% (Libor + 2/4/04 128,33: 128,33: 1.00(2)
($128,333 par due 4.00%/Q)
2/2011)
Senior secured loan 8.99% (Libor + 10/8/0¢ 8,500,001 8,500,001 1.00(2)
($8,500,000 par due 6.00%/Q)
8/2011)
Preferred stock (114,00- 10/8/0¢ 295,27( 295,27( 2.5¢(4)
shares)
Miller Heiman, Inc. Sales consulting service  Senior secured loan 6.86% (Libor + 6/20/0¢ 4,918,321 4,918,321 1.0C
($4,918,326 par due 3.75%/Q)
6/2010)
Senior secured loan 7.36% (Libor + 6/20/0¢ 4,078,77. 4,078,77. 1.0C
($4,078,773 par due 4.25%IQ)
6/2012)
24,664,03 24,664,03 7.11%
Forest Products/Containers-
Packaging
FlexSol Packaging Corporatic Manufacturer of plastic Senior secured loan 7.50% (Base Rate - 12/7/0¢ 987,50( 987,50( 1.00(2)
and flexible packaging ($987,500 par due 1.75%/Q)
12/2012)
Junior secured loan 11.25% (Base Rate 12/7/0¢ 2,000,001 2,000,001 1.00(2)
($2,000,000 par due 5.50%/Q)
12/2012)
York Label Holdings, Inc. Consumer product label ~ Senior subordinated loa 10.00% cash, 4.00° 11/3/0¢ 10,140,88 10,144,23 1.00(2)
manufacturer ($10,105,706 par due PIK 3)
2/2010)
Preferred stock (650 10.00% 11/3/0¢ 3,558,88: 3,558,88.  5,475.2((3)
shares)
Warrants to purchase 11/3/0¢ 5,320,40! 5,320,40! 34.1%4)

156,000 share



22,007,67 22,011,02 6.34%
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Initial Fair Percentage
Acquisition Amortized Fair Value of Net
Company(1) Industry Investment Interest(10) Date Cost Value Per Unit Assets
Printing, Publishing and
Broadcasting
Canon Communications  Print publications service  Junior secured loan 10.99% (Base Rate 5/25/0¢  16,250,00 16,250,00 1.0C(2)
LLC ($16,250,000 par due 6.50%/Q)
11/2011)
16,250,00  16,250,00! 4.68%
Information Technology
PHNS, Inc. Information technology Senior subordinated loai 11.50% cash, 2.259 11/1/0¢  15,774,05 16,000,00! 1.00(3)
and business process ($16,000,000 par due PIK
outsourcing 11/2011)
15,774,05 16,000,000 4.61%
Housing—Building
Materials
HB&G Building Products  Synthetic and wood Senior subordinated loai  10.00% cash, 5.009 10/8/0< 8,294,54 8,296,74. 1.01(2)
product manufacturer ($8,232,282 par due PIK 3)
3/2011)
Common stock (2,743 10/8/0¢ 752,88t 752,88t  274.4¢4)
shares)
Warrants to purchase 10/8/0<« 652,50: 652,50: 146.1°(4)
4,464 shares
9,699,93: 9,702,13! 2.8(%
Aerospace
Thermal Solutions LLC Thermal management a  Senior secured loan 8.62% (Libor + 3/28/0¢ 5,991,171 5,991,171 1.00(2)
electronics packaging ($5,991,176 par due 5.25%/Q)
manufacturer 3/2011)
Senior subordinated loai  11.50% cash, 2.759 3/28/0¢ 3,022,54: 3,021,08: 1.0C(2)
($3,021,083 par due PIK 3)
3/2012)
Preferred stock (29,400 3/28/0¢ 294,00( 294,00( 10.0((4)
shares)
Common stock (600,00C 3/28/0¢ 6,00( 6,00( 0.01(4)
shares)
9,313,72. 9,312,25! 2.68%
Consumer Products—
Durable
Berkline/Benchcraft Furniture manufacturer Junior secured loan 11.02% (Libor + 11/3/0¢ 5,000,001 5,000,001 1.00(2)
Holdings LLC and distributor ($5,000,000 par due 8.00%/Q)
5/2012)
Preferred stock (2,536 10/8/0¢ 1,046,34. 1,046,34.  412.6((4)
shares)
Warrants to purchase 10/8/0< 2,752,55! 2,752,55! 5.7C(4)
483,020 shares
8,798,90: 8,798,90: 2.54%
Financial
Foxe Basin CLO 2003, Collateralized debt Preference shares (3,00 10/8/0< 2,927,55! 2,927,55! 975.858)
Ltd. obligation shares) 9)
Hudson Straits CLO 20C  Collateralized debt Preference shares (750 10/8/0¢ 739,88t 739,88t  986.5/8)
Ltd. obligation shares) 9)
MINCS-Glace Bay, Ltd. Collateralized debt Secured notes ($4,500,( 6.63% (Libor + 10/8/0< 4,517,32! 4,517,32i 1.0((8)
obligation par due 7/2014) 5.00%/Q) 9)
8,184,76! 8,184,76! 2.36%

F-26




Fair Percentag¢
Initial Value
Acquisition Amortized Fair Per of Net
Company(1) Industry Investment Interest(10) Date Cost Value Unit Assets
Healthcare—Medical
Products
Aircast, Inc. Manufacturer of Senior secured loan 6.11% (Libor + 12/21/0« 1,454,31: 1,454,31: 1.00(2)
orthopedic braces, ($1,454,318 par due 2.75%IQ)
supports and vascular 12/2010)
systems
Junior secured loan 10.36% (Libor + 12/21/0« 1,000,00! 1,000,00t 1.00(2)
($1,000,000 par due 7.00%/Q)
6/2011)
2,454,31. 2,454,31. 0.71%
Total $ 302,413,47 $  302,298,20
____§
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 subjeectegal restriction on sales which as of June2B05 represented 87% of
the Company's net assets.

) Pledged as collateral for the credit facility pagagsee Note 7 to the consolidated financial states).

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

(4) Non-income producing at June 30, 2005.

(5) As defined in the 1940 Act, we are an "Affiliatef'this portfolio company because we own more th#nds the portfolio company's outstanding votingwséees. For the period

from April 1, 2005 through June 30, 2005, for thaatfolio company there were total redemptions b5#3,996 (cost), interest income of $297,303, mitheome of $5,303 and
net realized losses of $1,880. For the period fdamuary 1, 2005 through June 30, 2005, for thifgd@ company there were total purchases of $1,00, redemptions of
$1,708,551 (cost), interest income of $607,896eicome of $131,145 and net realized losses @32

(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 votingwsées. For the period
from January 1, 2005 through June 30, 2005, far bitfolio company there were total purchases26{®00,000, sales of $3,000,000 (cost), interestrire of $403,568, capital
structuring services fees of $862,500 and othesrime of $1,438.

7) Principal amount denominated in Euros has beesltated into U.S. dollars (see Note 2 to the codabéid financial statements).

(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 polidacompanies bear interest at a rate that mayeterchined by reference to either Libor or an aliegrBase Rate (commonly

based on the Federal Funds Rate or the Prime Rati) borrower's option, which reset quarerly ¢Qnonthly (M). For each such loan, we have predithe current interest

rate in effect at June 30, 2005.
See accompanying notes to consolidated financitdsients.
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ARES CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED SCHEDULE OF INVESTMENTS

As of December 31, 2004

Initial Percentag¢
Acquisition  Amortized Fair Value of
Company(1) Industry Investment Interest(9) Date Cost Fair Value Per Unit Net Assets
Manufacturing
Qualitor, Inc. Automotive aftermarke Senior secured loan 8.00% (Base Ratt 12/29/0: 2,000,001 $ 2,000,001 $ 1.00(2)
components supplier ($2,000,000 par due + 2.75%/M)
12/2009)
Reflexite Corporation Developer and Senior subordinated  11.00% cash, 3.00 12/30/0¢ 10,000,83 10,000,83 $ 1.00(2)
manufacturer of high loan ($10,000,833 par PIK 3)
visibility reflective due 12/2011)
products
Universal Trailer Corporation  Livestock and specialt  Senior secured loan 6.42% (Libor 10/8/0¢ 1,974,66! 1,974,66! $ 1.01
(5) trailer manufacturer ($1,963,872 par due + 4.00%/M)(10)
3/2007)
Senior subordinated 13.50% 10/8/0¢ 7,527,80! 7,528,881 $ 1.0C
loan ($7,500,000 par
due 9/2008)
Common stock (50,00 10/8/0¢ 6,424,64! 6,424,64! $  128.444)
shares’
Warrants to purchase 10/8/0¢ 1,505,771 1,505,771 $ 67.8((4)
22,208 shares
34,433,72 34,434,79 21.5¢%
Consumer Products—Non-
Durable
Esselte Corporation Office supply products  Senior notes 7.63% 12/6/0¢ 6,060,35: 5,997,64! $ 0.8<(6)
manufacturer and ($6,777,000 par due @
distributor 3/2011)
Reef Holdings, Inc. Shoe designer, marke  Senior secured loan 12.50% (Base Rat 12/21/0« 17,500,00 17,500,00 $ 1.00(2)
and distributor ($17,500,000 par due + 7.25%/Q)
12/2009)
Common stock (47,11 10/8/0¢ 2,258,66! 2,258,66! $ 47.944)
shares’
Warrants to purchase 10/8/0¢ 752,88 752,88¢ $ 27.844)
27,043 shares
Shoes for Crews, LLC Safety footwear and Senior secured loan 6.75% (Base Ratt 10/8/0¢ 1,731,28; 1,731,28: $ 1.01(2)
slip-related mats ($1,721,154 par due + 2.00%/Q)
manufacture 7/2010)
Senior secured 6.75% (Base Rate 10/8/0¢ 334,61° 334,61 $ 1.0C
revolving loan 2.00%/Q)
($333,333 par due
7/2010)
28,637,80 28,575,09 17.8%
Services—Other
Billing Concepts, Inc. Billing clearinghouse Senior secured loan 10.63% (Libor 10/8/0¢ 10,042,00 10,042,00 $ 1.0C
services ($10,000,000 par due + 8.50%/Q)
12/2005)
Senior subordinated  14.00% cash, 4.00 10/8/0¢ 5,231,58! 5,232,491 $ 1.00(2)
loan ($5,212,619 par PIK 3)
due 6/2008)
Common stock (1,100 10/8/0¢ 150,57¢ 150,57¢ $  136.844)
shares)
Diversified Collection Collections services Senior secured loan 6.02% (Libor 10/8/0¢ 4,036,10 4,036,10 $ 1.00(2)
Services, Inc. ($4,017,391 par due + 4.00%/Q)
1/2009)
Senior subordinated  12.00% cash, 3.75 10/8/0¢ 2,059,96. 2,060,151 $ 1.00(2)
loan ($2,052,321 par PIK 3)
due 7/2010)
Preferred stock 10/8/0¢ 483,70¢ 483,70¢ $ 4.24(4)
(114,004 shares
22,003,95 22,005,04 13.7¢%
Forest
Products/Containers—
Packaging
FlexSol Packaging Corporatic  Manufacturer of value:  Senior secured loan 5.78% (Libor 12/7/0¢ 1,000,001 1,000,001 $ 1.00(2)
added plastic and ($1,000,000 par due + 3.25%/Q)
flexible packaging 12/2012)
Junior secured loan 9.53% (Libor + 12/7/0¢ 2,000,00! 2,000,000 $ 1.00(2)
($2,000,000 par due 7.00%/Q)

12/2012)



York Label Holdings, Inc.

Environmental Services
Mactec, Inc.

United Site Services, Inc.

Consumer product
labels manufacturer

Engineering and
environmental
consulting services

Portable restroom and
site services

Senior subordinated  10.00% cash, 4.00
loan ($9,897,956 par PIK

due 2/2010)
Preferred stock (650
shares)

Warrants to purchase
156,000 shares

10.00%

Common stock (186
shares)

Junior secured loan
($10,000,000 par due

10.41% (Libor
+8.00%/Q)

6/2010)
Senior subordinated  12.00% cash, 4.00
loan ($8,456,734 par PIK

due 12/2010)
Common stock
(216,795 shares
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11/3/0¢

11/3/0¢

11/3/0¢

11/3/0¢

12/2/0¢

10/8/0¢

10/8/0¢

9,934,661 9,935,68' $ 1.0((2)
(3)
3,387,06! 3,387,06! $ 5,210.8(3)
5,320,401 5320,40i $  34.114)
21,642,13 21,643,16
— — 3 0.00(4)
9,950,51; 10,000,00 $ 1.0((2)
8,571,37. 8,574,03. $ 1.01(3)
1,353,85. 1,353,85 $ 6.244)
19,875,73 19,927,88

13.5%

12.4¢%




Initial Percentag¢
Acquisition Amortized Fair Value of
Company(1) Industry Investment Interest(9) Date Cost Fair Value Per Unit Net Assets
Information
Technology
PHNS, Inc. Information technology ~ Senior subordinated 11.50% cash, 2.259 11/1/0¢ 15,763,39 16,000,000 $ 1.0((3)
and business process  loan ($16,000,000 par PIK
outsourcing due 11/2011)
15,763,39. 16,000,00 10.02%
Energy—Service &
Equipment
Mechanical Dynamics  Steam power generatc  Senior subordinated 13.00% cash, 5.009 10/8/0¢ 10,693,62' 10,694,66. $ 1.00(2)
& Analysis repair services loan ($10,654,348 par PIK 3)
due 3/2010)
Warrants to purchase 10/8/0¢ 150,57¢ 150,57¢ $ 37.04(4)
4,067 shares
10,844,20 10,845,24 6.7<%
Housing—Building
Materials
HB&G Building Synthetic and wood Senior subordinated 10.00% cash, 5.00° 10/8/0¢ 8,142,17: 8,142,85! $ 1.0((3)
Products product manufacturer  loan ($8,112,135 par PIK
due 3/2011
Common stock (2,743 10/8/0¢ 752,88¢ 752,88¢ $ 274.444)
shares)
Warrants to purchase 10/8/04 652,50: 652,50 $  146.1(4)
4,464 shares
9,547,56! 9,548,241 5.98%
Consumer Products—
Durable
Berkline/Benchcraft Furniture manufacture  Junior secured loan 10.50% (Libor 11/3/0¢ 5,000,001 5,000,00! $ 1.00(2)
Holdings LLC and distributor ($5,000,000 par due + 8.00%/Q)
5/2012)
Preferred stock (2,536 10/8/0¢ 1,046,34. 1,046,34. $  412.6((4)
shares)
Warrants to purchase 10/8/0¢ 2,752,55! 2,752,55' $ 5.7((4)
483,020 shares
8,798,90: 8,798,90: 5.51%
Financial
Foxe Basin CLO 2003 Collateralized debt Preference shares 10/8/0¢ 3,011,55; 3,011,55: $ 1,003.8Y(7)
Ltd. obligation (3,000 shares) (8)
Hudson Straits CLO Collateralized debt Preference shares (75 10/8/0¢ 752,88¢ 752,88t $ 1,003.87)
2004, Ltd. obligation shares) (8)
MINCS-Glace Bay, Collateralized debt Secured notes 6.63% (Libor 10/8/0¢ 4,517,321 4,517,32( $ 1.00(7)
Ltd. obligation ($4,500,000 par due + 5.00%/Q) (8)
7/2014)
8,281,76:i 8,281,76! 5.1%%
Healthcare—Medical
Products
Aircast, Inc. Manufacturer of Senior secured loan 5.19% (Libor + 12/21/0« 1,500,001 1,500,001 $ 1.00(2)
orthopedic braces, ($1,500,000 par due 2.75%/Q)
supports and vascular  12/2010)
systems
Junior secured loan 9.44% (Libor 12/21/0« 1,000,00t 1,000,001 $ 1.00(2)
($1,000,000 par due + 7.00%/Q)
6/2011)
2,500,001 2,500,001 1.57%
Total $ 182,329,20 $ 182,560,14
N |
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 "Contlortfolio company

if we owned 25% or more of its voting securitiedl. & our portfolio company investments are subjeckegal 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 7 to the consolidated financial states).

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



(4) Non-income producing at December 31, 20

(5) As defined in the 1940 Act, we are an "Affiliatef'this portfolio company because we own more th#nds the portfolio company's outstanding votingwséees. For the period
from June 23, 2004 through December 31, 2004 hisrgortfolio company there were total purchase$1af,598,522, a redemption of $164,555 (cost)résteincome of
$285,059, other income of $5,833 and net realizedds of $899.

(6) Principal amount denominated in Euros has beesltited into U.S. dollars (see Note 2 to the codatdid financial statements).

(7 Non-U.S. company or principal place of businessidetthe U.S.

(8) Non-registered investment company.

9) A majority of the variable rate loans to our polidaccompanies bear interest at a rate that mayeberchined by reference to either Libor or an al&rBase Rate (commonly

based on the Federal Funds Rate or the Prime Rt borrower's option, which reset quarerly ¢@nonthly (M). For each such loan, we have predithe current interest
rate in effect at December 31, 2004.
(10) 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 financitdsients.
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ARES CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENT OF OPERATIONS

For the three For the six
months ended months ended
June 30, 2005 June 30, 2005
(unaudited) (unaudited)
INVESTMENT INCOME:
From noi-control/nor-affiliate investments
Interest from investmen $ 6,027,17' $ 10,947,83
Interest from cash & cash equivale 565,41: 595,76¢
Dividend income 744,81¢ 744,81¢
Capital structuring service fe 631,33: 935,08
Other income 62,76¢ 122,16:
Total investment income from n-control/nor-affiliate investment: 8,031,50: 13,345,66
From affiliate investment:
Interest from investmen 700,87: 1,011,46.
Capital structuring service fe 862,50( 862,50(
Other income 6,741 132,58:
Total investment income from affiliate investme 1,570,11. 2,006,54
Total investment incom 9,601,61! 15,352,20
EXPENSES
Management and incentive fe 2,826,05 3,911,04
Administrative 256,11! 489,38
Professional fee 320,80( 485,79
Directors fee: 85,64: 157,80¢
Insurance 144,40( 287,21
Interest and credit facility fee 62,97¢ 438,26
Interest payable to the Investment Advi 31,81« 83,53¢
Amortization of debt issuance co: 65,73t 131,42¢
Other 39,94( 69,75¢
Total expense 3,833,48: 6,054,24.
NET INVESTMENT INCOME 5,768,13 9,297,96.
REALIZED AND UNREALIZED GAIN ON INVESTMENTS:
Net realized gains (losse:
Net realized gains from n-control/nor-affiliate investment transactiol 6,747,26. 7,156,44.
Net realized loss from affiliate investment trangats (1,880 (2,030
Net realized gains from investment transacti 6,745,38. 7,154,41.
Net unrealized gains (losse
Investment transactions from r-control/nor-affiliate investment: (4,910,02) (343,79)
Investment transactions from affiliate investme (1,236 (2,420
Net unrealized losses from investment transaci (4,911,261 (346,21
Net realized and unrealized gain on investm 1,834,12. 6,808,19!
NET INCREASE IN STOCKHOLDERS' EQUITY RESULTING FRO
OPERATIONS $ 7,602,251 $ 16,106,16
BASIC AND DILUTED EARNINGS PER COMMON SHARE (see kn4) $ 03z $ 0.91

WEIGHTED AVERAGE SHARES OF COMMON STOCK OUTSTANDIN



(see Note 4 23,164,44. 17,683,30
See accompanying notes to consolidated finanagstents.
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Balance at January 1, 2005
Issuance of common stock fron
add-on offering (net of offering
and underwriting costs)
Reimbursement of underwriting
costs paid by the Investment
Adviser (see Note 9)

Shares issued in connection wi
dividend reinvestment ple

Net increase in stockholde
equity resulting from operations
Dividend declared ($0.62 per
share)

Balance at June 30, 2005

ARES CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

For the Six Months Ended June 30, 2005 (unaudited)

Common Stock Distributions Less Accumulated Net Net Unrealized
Than (in Realized Appreciation

Capital in Excess Excess of) Net Gain on Sale of (Depreciation) of Total Stockholders'

Shares Amount of Par Value Investment income Investments Investments Equity
11,066,76 $ 11,067 $ 159,602,70 $ (136,419 $ — 3 230,94° $ 159,708,30
12,075,00 12,07t 183,859,34 — — — 183,871,41
— — (2,475,00i) (2,475,00i)
26,82¢ 27 456,50t 456,53!
— — — 9,297,96: 7,154,41 (346,21) 16,106,16
— — — (9,161,54) (1,572,92) — (10,734,47)
23,168,59 $ 23,16¢ $ 341,443,555 $ — $ 5,581,48! $ (115,260 $ 346,932,94
I I N —— I ——

See accompanying notes to consolidated finana#tsients.
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ARES CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CASH FLOWS
For the Six Months Ended June 30, 2005 (unaudited)

OPERATING ACTIVITIES:

Net increase in stockholders' equity resulting frgmerations $ 16,106,16
Adjustments to reconcile net increase in stockhsldeguity resulting from operatior
Realized gain on investment transacti (7,154,41)
Unrealized loss on investment transacti 346,21:
Net amortization of premium on securit 62E
Increase in accrued paym-in-kind dividends and intere (1,460,73)
Amortization of debt issuance co: 131,42¢
Proceeds from sale and redemption of investrr 63,881,98
Purchases of investmer (167,055,03)
Changes in operating assets and liabilit
Interest receivabl (2,239,34)
Other asset 256,97:
Accounts payable and accrued expel (549,73
Management and incentive fees pay: 2,583,93!
Interest and facility fees payat (33,199
Interest payable to the Investment Advi 83,53¢
Net cash used in operating activit (95,101,59)
FINANCING ACTIVITIES:
Net proceeds from issuance of common s 183,871,41
Borrowings on credit facility payab (55,500,00)
Dividends paid in cas (6,184,02)
Net cash provided by financing activiti 122,187,39
CHANGE IN CASH AND CASH EQUIVALENTS 27,085,80
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI 26,806,16
CASH AND CASH EQUIVALENTS, END OF PERIOI $ 53,891,96

Supplemental Informatior
Interest paid during the peri $ 385,26
Dividends declared during the peri $ 10,734,47

See accompanying notes to consolidated finanassients.
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ARES CAPITAL CORPORATION AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As of June 30, 2005 (unaudited)
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 founded on April 16, 2004 and were initiaiwfled on June 23, 2004. The Company has qualifidchas elected to be treated for tax
purposes as a regulated investment company, oruRidzr the Internal Revenue Code of 1986, as andefidhe Company expects to contil
to qualify and to elect to be treated for tax pwgmas a RIC. Our investment objectives are torgenboth current income and capital
appreciation through debt and equity investments.iest primarily in first and second lien sed@ans and mezzanine debt, which in some
cases may include an equity component, and, teseiextent, in equity investments in private neddarket companies.

On October 8, 2004, we completedioitial public offering (the "IPQO") of 11,000,00bares at a price of $15.00 per share, less an
underwriting discount and commissions totaling $6.per share of which $0.225 was paid on our bddyatfur investment adviser (see
Note 9). On the same date, we commenced substamnvéstment operation

We are externally managed by Aresit@hplanagement LLC (the "Investment Adviser"),afiliate of Ares Management LLC, an
independent Los Angeles based firm that managesiment funds. Ares Technical Administration LL@rgs Administration”), an affiliate
of Ares Management LLC, provides the administratigevices necessary for us to 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 RegulatiotxXSAccordingly, 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, consideredessary for the fair presentation of financial staats for the interim period, have been
included. The current period's results of operatiaill not necessarily be indicative of resultstthtimately may be achieved for the fiscal
year ending December 31, 20!

2. SIGNIFICANT ACCOUNTING POLICIES
Cash and Cash Equivalents

Cash and cash equivalents includet4bom, 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¢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 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
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market quotations. Debt and equity securities @ahatot publicly traded or whose market price isreadily available are valued at fair value
as determined in good faith by our board of direct®he types of factors that we may take into ant fair value pricing of our
investments include, as relevant, the nature aaltzedble value of any collateral, the portfolio quemy's ability to make payments and its
earnings and discounted cash flow, the marketshiciwthe portfolio company does business, comparisgublicly traded securities and
other relevant factors.

When an external event such as ahasectransaction, public offering or subsequenitygale occurs, we use the pricing indicated
by the external event to corroborate our privaigtgaaluation. 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@etermined 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 signifidgritom 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 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 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 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, 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 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.
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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 agreeneatided to the principal balance of the loan aednded 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. For treetimonths ended June 30, 2005, $771,892 in PIKriramas recorded. For the six months
ended June 30, 2005, $1,460,731 in PIK income eawrded.

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 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 Wlestiment. 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 capitatl providing general financial advice, which con@adipon closing of the loan. The
Company's Investment Adviser may also take a se#teboard 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 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:

Q) Market value of investment securities, other asaetsliabilities—at the exchange rates prevailinthe 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 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 ane@alized 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
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economic developments which could cause investmenkeir markets to be less liquid and prices maratile than those of comparable
U.S. companies.

Add-on Offering Expenses

The offering costs were charged agatme proceeds from the Add-on Offering (as defiimeNote 10) when received and were
approximately $635,000 (see Note 10).

Debt I ssuance Costs
Debt issuance costs are being aneattizer the life of the credit facility using thieagght 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 requistebutions to its stockholders which will relethe Company from Federal income or
excise taxes. Therefore, no provision has beerrdeddor Federal income or excise taxes.

In order to qualify as a RIC, the Quany is required to distribute to its stockholdarteast 90% of investment company taxable
income, as defined by the Code.

Dividends

Dividends and distributions to comnstockholders are recorded on the record dateamwmnt to be paid out as a dividend is
determined by the board of directors each quartérisgenerally based upon the earnings estimatadadmagement. Net realized capital
gains, if any, are distributed at least annually.

We have adopted a dividend reinvestrptan that provides for reinvestment of our disttions on behalf of our stockholders, unl
a stockholder elects to receive cash. As a rasolty board of directors authorizes, and we dexlarcash 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 Egtimatesin the Preparation of Financial Statements

The preparation of financial statetseén conformity with accounting principles genéralccepted 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 amountsooiire or loss and expenses during the reportingghetictual results could differ from
those estimates. Significant estimates includesétheation of investments.
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Fair Value of Financial Instruments

The carrying value of the Compankiiaiicial instruments approximate fair value. Theyiag value of interest and open trade
receivables, accounts payable and accrued expersse®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 oveapervision of our board of directors, providegastment advisory services to ARCC.
providing these services, the Investment Adviseeires a fee from us, consisting of two componeradase 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 Agreemerinduhe 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 calendartqrsa

The incentive fee has two parts. Pa is calculated and payable quarterly in arrbased 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 expensdabdoguarter (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, debuims&nts with payment-in-kind interest, preferraztktwith payment-in-kind dividends and
Zero coupon securities, accrued income that we hawget 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 feeimatstment income, expressed as a rate of retuthevalue of our net assets at the end of
the immediately preceding calendar quarter, is @mebto a fixed "hurdle rate" of 2.00% per quarter.

We pay the Investment Adviser an mise fee with respect to our pre-incentive feeineéstment income in each calendar quarter
as follows:

. no incentive fee in any calendar quarter in whigh pre-incentive fee net investment income doeexoted the hurdle rate;
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. 100% of our pr-incentive fee net investment income with respethéd portion of such p-incentive fee net investme
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 incomeeeds 2.50% in any calendar quarter; and

. 20% of the amount of our pre-incentive fee net atrent 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.

We defer cash payment of any incenfide 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 ouassets 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 three months ended June @05,2ve incurred $1,027,135 in base managementafe$1,798,919 in incentive fees. For the
six months ended June 30, 2005, we incurred $18821n base management fees and $2,069,202 intinedees. As of June 30, 2005,
$2,858,596 was unpaid and included in managemehinaentive fees payable in the accompanying cdotesteld 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 Adminititra also performs or oversees the performanceaiofequired administrative services,
which include, among other things, being respordibt the financial records which we are requiedintain and preparing reports to our
stockholders and reports filed with the SEC. Initholdl, 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 June @065, 2ve incurred $256,115 in administrative fees.the six months ended June 30, 2005, we
incurred $489,387 in administrative fees. As ofel@A, 2005,

F-38




$256,115 was unpaid and included in accounts peayald accrued expenses in the accompanying coaaalibalance sheet.
4. EARNINGS PER SHARE

The following information sets foittie computation of basic and diluted net increasstackholders' equity per share resulting from
the three months ended June 30, 2005:

Numerator for basic and diluted net increase inldtolders'equity resultir

from operations per shat $ 7,602,25I
Denominator for basic and diluted net increasdaoldolders'equity

resulting from operations per sha 23,164,44.
Basic and diluted net increase in stockholdersitggesulting from

operations per shar $ 0.3¢

The following information sets foittie computation of basic and diluted net increasstackholders' equity per share resulting from
the six months ended June 30, 2005:

Numerator for basic and diluted net increase inldtolders'equity resultir

from operations per shat $ 16,106,16
Denominator for basic and diluted net increasdaoldolders'equity

resulting from operations per sha 17,683,30
Basic and diluted net increase in stockholdersitggesulting from

operations per shar $ 0.91

5. INVESTMENTS

For the six months ended June 3052f& Company purchased (A) $118.1 million aggiegancipal amount of senior term debt,
(B) $25.5 million aggregate principal amount ofisersubordinated debt, (C) $18.0 million aggregatacipal amount of senior notes and
(D) $5.5 million of investments in equity securitie

In addition, (A) $34.6 million aggiee principal amount of senior term debt and $7lBam aggregate principal amount of senior
subordinated debt were redeemed, and (B)$3.0 midlggregate principal amount senior term debt &l &illion (cost basis) of investme
in equity securities were sold.
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As of June 30, 2005, investments@ash and cash equivalents consisted of the folipwin

Amortized Cost Fair Value

Cash and cash equivale! $ 53,891,96 $ 53,891,96
Senior term dek 143,513,71 143,638,56
Senior note! 24,011,16 22,786,04
Senior subordinated de 97,288,71 97,534,40
Collateralized debt obligatior 8,184,76! 8,184,76!
Equity securitie: 29,415,11 30,154,42.

Total $ 356,305,43 $ 356,190,16

As of December 31, 2004, investmanis cash and cash equivalents consisted of thenfiol):

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

6. COMMITMENTS AND CONTINGENCIES

As of June 30, 2005, the Companydwmdmitted to make a total of approximately $16.8iam of investments in various revolving
senior secured loans. As of June 30, 2005, $16l®mivas unfunded.

7. CREDIT FACILITY 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 Camyp, through which we established a revolving drizdiility (the "Facility”). On
November 3, 2004 (the "Facility Effective Date)etCompany entered into the Facility that allowesACapital CP to issue up
$150.0 million of variable funding certificates (FC"). As part of the Facility, we are subject toiliations as to how borrowed funds may be
used including restrictions on geographic concéiotna, sector concentrations, loan size, paymegjency and status, average life, collat
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
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the Facility and limit further advances under tlagikty and in some cases could be an event ofultefauch limitations, requirements, and
associated defined terms are as provided for imltlte@ments governing the Facility. As of June IMRthere was zero balance outstanding
under the Facility and the Company continues tmlmmpliance with all of the limitations and remgments of the Facility.

The interest charged on the VFC &eldeon the commercial paper rate plus 1.25% analyayguarterly. As of June 30, 2005, the
commercial paper rate was 3.2088%. For the thregthmea@nded June 30, 2005 the average intereqi.eateommercial paper rate plus
1.25%) was 4.2688%. For the six months ended JOn2OD5 the average interest rate was 4.0226% e as no balance outstanding at any
time during the three months ended June 30, 20@5thE six months ended June 30, 2005 the avenatgiaading balance was $17,127,072.
For the three months ended June 30, 2005, no sttexpense was incurred. For the six months enaieel 30, 2005 the interest expense
incurred was $324,734. Cash paid for interest eseluring the six months ended June 30, 2005 W&, 835.

The Facility expires on November @02 unless extended prior to such date for aniaddit364-day period with the consent of the
lender. If the Facility is not extended, any prpadiamounts then outstanding will be amortized @a24-month period through a termination
date of November 3, 2007. Under the terms of thaliBa we were required to pay a otiere 0.25% structuring fee and a 0.375% renews
on each of the two years following the closing d#tthe Facility. Additionally, we are also requdro pay a 0.175% commitment fee for any
unused portion of the Facility. For the three merghded June 30, 2005, the commitment fee incuvesd$62,979. For the six months ended
June 30, 2005, the commitment fee incurred was $B53

In April 2005, the Company enteretbian amendment that increased the amount avaifi@bborrowing under the Facility from
$150.0 million to $225.0 million. As a part of thsmendment, the Company was required to pay a arediructuring fee of 0.25% of the
increased available amount equal to $187,500, &h@7%% renewal fee on the new total availablebfirowing amount. In addition, the
commitment fee required to be paid for any unusmtign of the Facility was reduced to 0.11% urii@ earlier of (a) the date the total
borrowings outstanding exceed $150.0 million or@a}ober 3, 2005, after which the commitment feke bvé 0.175%.

8. DERIVATIVE INSTRUMENTS

As required by the Facility, we estinto a costless collar agreement in order toagarthe exposure to changing interest rates
related to the Company's fixed rate investments. ddstless collar agreement is for a notional amoti$20 million, has a cap of 6.5%, a
floor of 2.72% and matures in 2008. The costlediaicagreement allows us to receive an interestyayt for any quarterly period when the 3-
month LIBOR exceeds 6.5%, and requires us to pagtarest payment for any quarterly period when3treonth LIBOR is less than 2.72%.
The costless collar resets quarterly based on-thergh LIBOR. As of June 30, 2005, the 3-month LB@as 3.52%. As of June 30, 2005
these derivatives had no fair value.
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9. RELATED PARTY TRANSACTIONS

Gross underwriting costs relatechi® 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 are obligated to repay this amotwgether with accrued interest (charged at theo8th 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 stockdters and (ii) the change in net assets (definadtatassets 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 ba#rdirectors approved entering into an amendedresidited agreement with the
Investment Adviser whereby the Company would bégalid to repay the Investment Adviser for the apjnate $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 obligatedeypay this amount to the Investment Adviser. Aswfe 30, 2005, such amount was
recorded as a payable to the Investment Advistiraraccompanying consolidated balance sheet. Addiy, the Company also recognized
the interest expense related to the amount payalte Investment Adviser in the accompanying cbdated balance sheet and statement of
operations.

In accordance with the Advisory Agresnt, we bear all costs and expenses of the operatithe Company and reimburse the
Investment Adviser for all such costs and expeisasred in the operation of the Company. For tire¢ months ended June 30, 2005, the
Investment Adviser incurred such expenses totéiBiy220. For the six months ended June 30, 2083ntrestment Adviser incurred such
expenses totaling $41,912. Accordingly, the Compzas/recorded a liability at June 30, 2005 to thvestment Adviser and it is included in
accounts payable and accrued expenses in the aaogimg consolidated balance sheet.

As of June 30, 2005, Ares Manageré@, of which Ares Capital Management LLC is a wiggdwned subsidiary, owned 666,667
shares of the Company's common stock represerpipgp@mately 2.9% 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-onr®ifie net of the underwriters' discount and offgraosts, were $183,871,415.

11. DIVIDEND

For the three months ended June @05,2he Company declared a dividend on June Zif 280$0.32 per share for a total of
$7,413,951. The record date was June 30, 2005handitidend was distributed on July 15, 2005. kerthree months ended March 31, 2(
the Company declared a
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dividend on February 23, 2005 of $0.30 per shara fotal of $3,320,524. The record date was M&;2005 and the dividend was
distributed on April 15, 2005.

12. FINANCIAL HIGHLIGHTS
The following is a schedule of finaldighlights for the six months ended June 3@320

Per Share Dat:

Net asset value, beginning of period $ 14.4:
Issuance of common sto 0.4Z
Effect of antidilution (0.03)
Reimbursement of underwriting costs paid by thestment Adviser(2 (0.19
Net investment income for period( 0.91
Net increase in stockholders' equity resulting figmerations 1.1¢
Distributions from net investment incor (0.59)
Distributions from net realized capital gains oniséies (0.09)
Total distributions to stockholde (0.62)
Net asset value at end of period $ 14.9:
Per share market value at end of pe $ 17.8:
Total return based on market value (5.09)%
Total return based on net asset valu 6.18%
Shares outstanding at end of pet 23,168,59
Ratio/Supplemental Dat

Net assets at end of peri $ 346,932,94
Ratio of operating expenses to average net asy 4.55%
Ratio of net investment income to average net sy 6.98%
Portfolio turnover rate(E 43%

(1) The net assets used equals the total stockhoktgrity on the consolidated balance sheets.
(2)  Weighted average basic per share data.

(3)  Total return based on market value equals the dseref the ending market value at June 30, 2083083 per share over the ending
market value at December 31, 2004 of $19.43, plesieclared dividend of $0.30 per share for holdérscord on March 7, 2005 a
the declared dividend of $0.32 per share for haldérecord on June 30, 2005, divided by the marlkte at December 31, 2004.
Total return based on market value is not annuglize

(4)  Total return based on net asset value equals tiregehin net asset value during the period plusi¢iotared dividend of $0.30 per sh
for holders of record on March 7, 2005 and the ated dividend of $0.32 per share for holders obréon June 30, 2005, divided by
the beginning net asset value during the perioé. ddiculation was adjusted for shares issued inextion with dividend reinvestme
plan, the issuance of common stock in connectidh thie Add-on Offering,
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and the reimbursement of underwriting costs paithkeyinvestment Adviser. Total return based orasset value is not annualized.
(5)  The ratios reflect an annualized amount.
13. 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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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 includedart A of this
Registration Statement:

AUDITED FINANCIAL STATEMENTS

Consolidated Balance Sh—As of December 31, 2004 and as of June 23, 20@4§tion) F-3
Consolidated Schedule of Investme—As of December 31, 20( F-4
Consolidated Statement of Operati—For the period from June 23, 2004 (inception) thfoecember 31, 20( F-7
Consolidated Statement of Stockholders' E—For the period from June 23, 2004 (inception) tgfo@ecember 31, 20( F-8
Consolidated Statement of Cash FI—For the period from June 23, 2004 (inception) tijftodecember 31, 20( F-9
Notes to Consolidated Financial Statem F-10
UNAUDITED FINANCIAL STATEMENTS

Consolidated Balance Sheets as of June 30, 20@bidited) and December 31, 2C F-23
Consolidated Schedules of Investments as of Jun2(®® (unaudited) and December 31, 2 F-24
Consolidated Statement of Operations for the sirthended June 30, 2005 (unaudi F-30
Consolidated Statement of Stockholders' Equitytiersix months ended June 30, 2005 (unaud F-31
Consolidated Statement of Cash Flows for the sirthmoended June 30, 2005 (unaudi F-32
Notes to Consolidated Financial Statements (unedy F-33
(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 betviRegistrant and Ares Capital Management LL(

(h) Form of Purchase Agreement among the Registrarts 8apital Management, L.P., Ares Capital Admiatsin, LLC,

Merrill Lynch, Pierce, Fenner & Smith Incorporataad the other underwriters named therei

0] Not Applicable
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()

(k)(1)
(K)(2)
(K)(3)
(K)(4)
(K)(5)

(k)(6)

(K)(7)

(k)(8)

(K)(9)

0]
(m)
(M)(2)
(M)
(0)
(P)
(@)
()

Custodian Agreement between Registrant and U.Sk Bational Association(2

Administration Agreement between Registrant andsArechnical Administration LLC(1

Form of Stock Transfer Agency Agreement betweenistegt and Computershare Investor Services, LL
License Agreement between the Registrant and Arsalglement 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 Manageirgd investmen
committee(2

Amended and Restated Agreement Regarding Repayh8&ales Load Advance by and between Ares Capigb@ation
and Ares Capital Management LLC|

Purchase and Sale Agreement, dated as of NovemB603, by and among Ares Capital Corporation aresACapital CP
Funding LLC(4)

Sale and Servicing Agreement, dated as of Novei®b2004, among Ares Capital CP, as borrower, Argsit@l as servicer,
certain conduits and institutional lenders ageigtlVachovia Capital Markets, LLC, U.S. Bank NatibAasociation, as
trustee, and Lyon Financial Services, Inc. (D/B/ASUBank Portfolio Services), as the backup ser{4dg:

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 PurchasedsInstitutional Purchasers from time to timetyp#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 Findri®gavices, Inc. (D/B/A U.S. Bank Portfolio Servi}eas the backu
servicer.(5)

Opinion and Consent of Venable LLP, special Margllaounsel for Registrant?

Not Applicable

Consent of independent registered public accouritimgfor Registrant*

Opinion of independent registered public accountirg for Registrant, regarding "senior securitiésble contained hereir
Not Applicable

Not Applicable

Not Applicable

Code of Ethics(6

*%

1)

Filed herewith.
To be filed by amendment.

Incorporated by reference to the correspondingbétxhumber to the Registrant's pre-effective AmeadtriNo. 1 to the Registration
Statement under the Securities Act of 1933, as detron Form N-2, filed on September 17, 2004.
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2 Incorporated by reference to the correspondingbitxhumber to the Registrant's -effective Amendment No. 2 to the Registrat
Statement under the Securities Act of 1933, as dettron Form N-2, filed on September 28, 2004.

3) Incorporated by reference to the correspondingkéixhumber to the Registrant's pre-effective AmeadtiNo. 2 to the Registration
Statement under the Securities Act of 1933, as dattron Form N-2, filed on March 9, 2005.

4) Incorporated by reference to Exhibit Numbers 1@d 20.2, as applicable, to the Registrant's Fotd) @ated as of November 3, 20

(5) Incorporated by reference to Exhibit Number 10.thwRegistrant's Form 8-K dated as of April 8,200

(6) 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 teading "Underwriting” on this Registration Statefrisrincorporated herein by reference.

ITEM 27. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

Commission registration fe 33,83

NASDAQ National Market Listing Fe

NASD filing fee

Accounting fees and expens

Legal fees and expens

Printing and engravin
Miscellaneous fees and expen

29,25(

B H B P B P

Total

‘69

* $12,456 of this amount has been offset againding fiee associated with unsold securities regestemder a previous registration
statement.

All amounts (other than the SEC regifon fee and the NASD filing fee) are estimatsof the expenses set forth above shall be
borne by the Company.

ITEM 28. PERSONS CONTROLLED BY OR UNDER COMMON CONT ROL
Direct Subsidiaries

The following list sets forth eachaafr subsidiaries, the state or country under whenge 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 10(%




Indirect Subsidiaries

The following list sets forth eachARCC Cervantes Corporation's subsidiaries, the stader whose laws the subsidiary is
organized, and the percentage of voting secuutiesembership 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 theegpximate number of record holders of the Compatytemon stock at June 30, 2005.

NUMBER OF
TITLE OF CLASS RECORD HOLDERS
Common stock, $0.001 par val 6 (including Cede & Co

We have one holder of our debt uraderFacility.
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) 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, to theimar 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 inegstirust, partnership, joint venture, trust, ergpbenefit plan or other enterprise as a
director, officer, partner or trustee, from andiagiaany 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 reimbeitheir reasonable expenses in advance of
final disposition of a proceeding. Our bylaws obtigyus, 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 areictor 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 whictatlperson may become subject or which that personintur by reason of his or her status
as a present or former director or officer anddg pr reimburse their reasonable expenses in adwafritnal disposition of a proceeding. The
charter and bylaws also permit us to indemnify adidance expenses to any person who served a pssdecé us in any of the capacities
described above and any of our employees or agetsy employees or agents of our predecessoccrdance with the 1940 Act, we will
not indemnify any person for any liability to whishich person would be subject by reason of sucdop&rwillful misfeasance, bad faith,
gross negligence or reckless disregard of the slitielved 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 to
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enter into indemnification agreements with eacbwffuture directors and officers. The indemnificatagreements attempt to provide these
directors and senior officers the maximum indensatfion permitted under Maryland law and the 1946€ Abe agreements provide, among
other things, for the advancement of expensesrat@hinification for liabilities incurred which suplerson may incur by reason of his status
as a present or former director or officer or mendfeur investment adviser's investment commiitegny action or proceeding arising ou
the performance of such person's services as amresformer director or officer or member of davestment adviser's investment
committee.

Maryland law requires a corporatianléss its charter provides otherwise, which oartegr 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, lpesgfines, settlements and reasonable expemrseally 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.

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 damagiedilities, costs and expenses (including reas@natibrneys' fees and amounts
reasonably paid in settlement) arising from thelegimg of the Adviser's services under the investradvisory 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 dutiesadntigations, 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 (includiagonable attorneys' fees and amounts reasopaidlyn settlement) arising from the
rendering of Ares Technical Administration LLC's\8ees under the administration agreement or ottsenas administrator for the Company.

The underwriters' agreement provitles each underwriter severally agrees to indemudiyend and hold harmless the Company, its
directors and officers, and any person who conti@sCompany within the meaning of Section 15 efAltt or Section 20 of the Exchange
Act, and the successors and assigns of all ofdiegybing persons, from and against any loss, danexgense, liability or claim (including t
reasonable cost of investigation) which, jointlyseverally the Company or any such person may iacder the Act, the Exchange Act, the
1940 Act, the common law or otherwise, insofariahdoss, damage, expense, liability or claim arimat of or is based upon any untrue
statement or alleged untrue statement of a mafedatontained in and in conformity with informati concerning such underwriter furnished
in writing by or on behalf of such underwriter thgh

C-5




the managing underwriter to the Company expresslyse in this Registration Statement (or in thgifeation Statement as amended by any
post-effective amendment hereof by the Company) tite Prospectus contained in this Registrati@te®tent, or arises out of or is based
upon any omission or alleged omission to state tmadfact in connection with such information végd to be stated in this Registration
Statement or such Prospectus or necessary to raakérgormation not misleading.

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 isragj@ublic policy as expressed in the Act andherefore, 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 gwecessful defense of any action, suit or procepds asserted by such director, officer or
controlling person in connection with the secusitieing registered, the Company will, unless indpi@ion of its counsel the matter has been
settled by controlling precedent, submit to a cofidppropriate jurisdiction the question whethgersindemnification 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 substan@dlire 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,fayee, 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 ligresce.

ITEM 32. LOCATION OF ACCOUNTS AND RECORDS

All accounts, books and other docutsieequired 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 Awenfithe Stars, Suite 1900, Los Angeles, Califo@tia67.
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ITEM 33. MANAGEMENT SERVICES
Not Applicable.

ITEM 34. UNDERTAKINGS

1. The Registrant undertakesuspend the offering of shares until the prospestasnended if (1) subsequent to the effective date
of its registration statement, the net asset vaaalines more than ten percent from its net asslatwas of the effective date of the registration
statement; or (2) the net asset value increasas &nount greater than the net proceeds as statied prospectus.

2. The Registrant undertakes: that

(a) For the purpose of determirang liability under the Securities Act of 1933, théormation omitted from the
form of prospectus filed as part of this registratstatement in reliance upon Rule 430A and coethin a form of prospectus
filed by the Registrant pursuant to Rule 497(h)arrttie Securities Act of 1933 shall be deemed tpdveof this registration
statement as of the time it was declared effective.

(b) For the purpose of determiramy liability under the Securities Act of 1933, egost-effective amendment that

contains a form of prospectus shall be deemed tormw registration statement relating to the sgesioffered therein, and
the offering of such securities at that time shaldeemed to be the initial bona fide offering ¢loér
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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, theéoedmly authorized, in the City of New York, in t&ate of New York, on the 23rd day of
August, 2005.

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 and Kevin A. Frankel, and each of them,ttue and lawful attorneys-in-fact and agentshviill power of substitution and
resubstitution, for him and in his name, place, steéd, in any and all capacities, to sign anyaihamendments to this Registration
Statement on Form I®-and any registration statement filed pursuaiute 462(b) under the Securities Act of 1933, anfilé the same, wit
the Securities and Exchange Commission, granting said attorneys-in-fact and agents full power antthority to do and perform each and
every act and thing requisite and necessary twhe th and about the premises, as fully to allntgé@nd purposes as he or she might or coulc

do in person, hereby ratifying and confirming bkt said attorneys-in-fact and agents, or theissiuite or substitutes, may 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 August 23, 2005. This danmmay be executed by the signatories hereto ymamber 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
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/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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EXHIBIT INDEX

Articles of Amendment and Restatemen

Amended and Restated Bylaws

Not Applicable

Form of Stock Certificate(z

Dividend Reinvestment Plan(

Not Applicable

Investment Advisory and Management Agreement betviRagistrant and Ares Capital Management, L.F

Form of Purchase Agreement among the Registrart Sapital Management LLC, Ares Technical Admiaistn LLC,
Merrill Lynch, Pierce, Fenner & Smith Incorporataad the other underwriters named therei

Not Applicable

Custodian Agreement between Registrant and U.Sk Bational Association(2

Administration Agreement between Registrant andsArechnical Administration LLC(1

Form of Stock Transfer Agency Agreement betweerigdegt and Computershare Investor Services, LL
License Agreement between the Registrant and Arsalglement 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 Managéirigd investment
committee(2

Amended and Restated Agreement Regarding Repayh8ales Load Advance by and between Ares Capigb@ation and
Ares Capital Management LLC(

Purchase and Sale Agreement, dated as of NovemB6038, by and among Ares Capital Corporation aresACapital CP
Funding LLC(4)

Sale and Servicing Agreement, dated as of Novei®b2004, among Ares Capital CP, as borrower, Argsit@l as servicer,
certain conduits and institutional lenders ageigtlVachovia Capital Markets, LLC, U.S. Bank NatibAasociation, as
trustee, and Lyon Financial Services, Inc. (D/B/SUBank Portfolio Services), as the backup ser{4dg:

Amendment No. 2 to Sale and Servicing Agreemengddas 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 theretactbvia Capital Markets, LLC, as administrativeragtl.S. Bank National
Association, as trustee, and Lyon Financial Sesyitiec. (D/B/A U.S. Bank Portfolio Services), as thackup servicer.(
Opinion and Consent of Venable LLP, special Margllaounsel for Registrant?

Not Applicable

Consent of independent registered public accouritimgfor Registrant*

Opinion of independent registered public accountirg for Registrant, regarding "senior securitiésble contained hereir
Not Applicable

Not Applicable

Not Applicable

Code of Ethics(6




* Filed herewith

** To be filed by amendment.




1)

()

(3)

(4)

()
(6)

Incorporated by reference to the correspondingbitxhumber to the Registrant's -effective Amendment No. 1 to the Registrat
Statement under the Securities Act of 1933, as detkron Form N-2, filed on September 17, 2004.

Incorporated by reference to the correspondingbétxhumber to the Registrant's pre-effective AmeadtriNo. 2 to the Registration
Statement under the Securities Act of 1933, as dattron Form N-2, filed on September 28, 2004.

Incorporated by reference to the correspondingbiétxhumber to the Registrant's pre-effective AmeadtrNo. 2 to the Registration
Statement under the Securities Act of 1933, as datron Form N-2, filed on March 9, 2005.

Incorporated by reference to Exhibit Numbers 18d 0.2, as applicable, to the Registrant's Foif) 8ated as of November 3, 20

Incorporated by reference to Exhibit Number 10.theoRegistrant's Form 8-K dated as of April 8,200

Incorporated by reference to the correspondinghbiétxhumber to the Registrant's pre-effective AmeadtriNo. 1 to the Registration
Statement under the Securities Act of 1933, as dettron Form N-2, filed on February 7, 2005.
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RISKS RELATING TO OUR BUSINESS

We are a new company with a limited operating hjsto

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

A failure on our part to maintain our status asizzBwvould significantly reduce our operating fleXityi.

The Company may not replicate Ares' historical sasc

We are dependent upon Ares Capital Management'péspnnel for our future success and upon thegszcto Ares investment
professionals.

Our financial condition and results of operatiol @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 irmesnt opportunities.

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

We may have difficulty paying our required disttiioms if we recognize income before or without ireitey 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 bdifyirey assets, we could lose our status as a BbRegrecluded from investing
according to our current business plan.

We borrow money, which magnifies the potentialgam or loss on amounts invested and may incrémsedk of investing with us.
We will be exposed to risks associated with chamgéserest rates.

When we are required to repay the amount paid deriters by our investment adviser on our belmatfonnection with our initial
public offering, we may have to realize losses tnedamount that we have available for investment beareduced.

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

The lack of liquidity in our investments may adwaysaffect our business.

We may experience fluctuations in our quarterlykss

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

Our investment adviser's liability is limited undbe investment management agreement, and weng@hinify our investment advis
against certain liabilities, which may lead ourgstment adviser to act in a riskier manner on etalf 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 opmrat or changes in the interpretation thereof, amdfailure by us to comply wit



laws or regulations governing our operations maseegkly affect our business.

Our ability to enter into transactions with ourilgdtes is restricted.

RISKS RELATING TO OUR INVESTMENTS

Our investments may be risky, and you could lokergbart of your investment.

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.

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

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

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

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

Investments in equity securities involve a subs&édegree of risk.

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

Our investments in foreign debt may involve sigrdfit risks in addition to the risks inherent in Urfvestments. We may expose
ourselves to risks if we engage in hedging transast

We will initially invest a portion of the net proeés of this offering primarily in high-quality shegerm investments, which will
generate lower rates of return than those expdtatthe interest generated on first and seconmditians and mezzanine debt.
When we are a debt or minority equity investor jmoatfolio company, we may not be in a positiorcémtrol the entity, and
management of the company may make decisions doigd decrease the value of our portfolio holdings.

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

RISKS RELATING TO THIS OFFERING

There is a risk that you may not receive dividemdthat our dividends may not grow over time.

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

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

The market price of our common stock may fluctisagmificantly.

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

Our shares may trade at discounts from net asted.va

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

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

FORWARD-LOOKING STATEMENTS

USE OF PROCEEDS

PRICE RANGE OF COMMON STOCK AND DISTRIBUTIONS

CAPITALIZATION

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL @NDITIONS AND RESULTS OF OPERATIONS

OVERVIEW

CRITICAL ACCOUNTING POLICIES

PORTFOLIO AND INVESTMENT ACTIVITY

RESULTS OF OPERATIONS

Investment Income

Expenses

Net Unrealized Appreciation on Investments

Net Realized Gains/Losses

Net Increase in Stockholders' Equity Resulting F@perations
Investment Income

Total Expenses

Net Increase in Stockholders' Equity Resulting F@perations
FINANCIAL CONDITION, LIQUIDITY, AND CAPITAL RESOURCES
OFF-BALANCE SHEET ARRANGEMENTS

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

SENIOR SECURITIES
BUSINESS

GENERAL

About Ares

Ares Capital Management
MARKET OPPORTUNITY
COMPETITIVE ADVANTAGES
Existing investment platform
Seasoned management te



Experience and focus on middle market companies
Disciplined investment philosophy

Extensive industry focus

Flexible transaction structuring

OPERATING AND REGULATORY STRUCTURE
INVESTMENTS

INVESTMENT SELECTION
Intensive due diligence
Selective investment process
Investment structure
ONGOING RELATIONSHIPS WITH AND MONITORING OF PORTHOO COMPANIES
MANAGERIAL ASSISTANCE
COMPETITION

LEVERAGE

STAFFING

PROPERTIES

LEGAL PROCEEDINGS

PORTFOLIO COMPANIES

Making Memories Wholesale, Inc.
Tumi Holdings, Inc.

United Site Services, Inc.

WCA Waste Systems, Inc.

York Label Holdings, Inc.

MANAGEMENT

EXECUTIVE OFFICERS AND BOARD OF DIRECTORS
Directors

Executive officers who are not directors

Biographical information

Independent directors

Interested directors

Executive officers who are not directors

INVESTMENT COMMITTEE

Members of Ares Capital Management's investmentneitt@e who are not directors or officers of the Qamy
OTHER INVESTMENT PROFESSIONALS

COMMITTEES OF THE BOARD OF DIRECTORS

Audit committee

Nominating committee

Compensation committee

Meetings

COMPENSATION TABLE

INVESTMENT ADVISORY AND MANAGEMENT AGREEMENT
Management services

Management fee

Examples of Quarterly Incentive Fee Calculation
Example 1: Income Related Portion of Incentive Ege(
Alternative 1

Alternative 2

Alternative 3

Example 2: Capital Gains Portion of Incentive Fee
Alternative 1

Alternative 2

Alternative 3

Alternative 4

Payment of our expenses

Duration and termination

Indemnification

Organization of the investment adviser

Board approval of the Investment Advisory and Marmagnt Agreement
ADMINISTRATION AGREEMENT

Indemnification



CERTAIN RELATIONSHIPS

CONTROL PERSONS AND PRINCIPAL STOCKHOLDERS
DETERMINATION OF NET ASSET VALUE

DIVIDEND REINVESTMENT PLAN

MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS
DESCRIPTION OF OUR STOCK

STOCK

Common Stock

Preferred Stock

LIMITATION ON LIABILITY OF DIRECTORS AND OFFICERS;INDEMNIFICATION AND ADVANCE OF EXPENSES
PROVISIONS OF THE MARYLAND GENERAL CORPORATION LAVAND OUR CHARTER AND BYLAWS
Classified board of directors

Election of directors

Number of directors; vacancies; removal

Action by stockholders

Advance notice provisions for stockholder nominagi@and stockholder proposals

Calling of special meetings of stockholders

Approval of extraordinary corporate action; amendhw# charter and bylaws

No appraisal rights

Control share acquisitions

Business combinations

Conflict with 1940 Act

REGULATION

QUALIFYING ASSETS

MANAGERIAL ASSISTANCE TO PORTFOLIO COMPANIES

TEMPORARY INVESTMENTS

INDEBTEDNESS AND SENIOR SECURITIES

CODE OF ETHICS

PROXY VOTING POLICIES AND PROCEDURES

PRIVACY PRINCIPLES

OTHER

Co-investment

Compliance with the Sarbanes-Oxley Act of 2002 &hd NASDAQ National Market Corporate Governance (R&ipns

SHARES ELIGIBLE FOR FUTURE SALE

CUSTODIAN, TRANSFER AND DIVIDEND PAYING AGENT AND EGISTRAR
BROKERAGE ALLOCATION AND OTHER PRACTICES

UNDERWRITING

Commissions and Discounts

Overallotment Option

No Sales of Similar Securities

Quotation on the NASDAQ National Market
Price Stabilization and Short Positions
Internet Distribution

Other Relationships

LEGAL MATTERS
EXPERTS
AVAILABLE INFORMATION

Index to Financial Statements

Report of Independent Registered Public Accourfting
PART C Other information

SIGNATURES

POWER OF ATTORNEY
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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 repated February 2, 2005, except as to the fourthgpaph of note 7 to the consolidated financial
statements, which is as of March 8, 2005, with éesjo the consolidated financial statements o8AZapital Corporation and our report ds
August 23, 2005 on the senior securities tableresACapital Corporation, included herein, and #oréferences to our firm under the
headings "Selected Financial and Other Data" axgé&Hs" in the prospectus.

/sl KPMG LLP

Los Angeles, California
August 23, 200!
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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 table of @asital Corporation as of December 31, 2004 ireiLidn page 48 of the registration
statement. This schedule is the responsibilithef@ompany's management. Our responsibility ixpoess an opinion on this schedule based
on our audit.

We conducted our audit in accordance with standairttee Public Company Accounting Oversight Boddai(ed States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether the sectaiiesis free of material misstatement.
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in thedstbeAn audit also includes assessing the
accounting principles used and significant estimatade by management, as well as evaluating thralbsehedule presentation. We believe
that our audit provides a reasonable basis foopinion.

In our opinion, the senior securities table reféticeabove presents fairly, in all material respgttte senior securities of Ares Capital
Corporation as of December 31, 2004, in conformityh accounting principles generally accepted i thnited States of America.

/sIKPMG LLP

Los Angeles, California
August 23, 2005




QuickLinks
Exhibit (n)(2)

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

End of Filing
ﬂrﬂi i : E§

© 2005 | EDGAR Online, Inc.



