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Subject to Completion
Preliminary Prospectus dated January 12, 2005

PROSPECTUS

Shares

ARES

CAPITAL CORPORATION

Common Stock

Ares Capital Corporation is a closet, nondiversified management investment company incottedran Maryland that is regulat
as a business development company under the Ingasttompany Act of 1940. We were founded in Apdi02 and completed an initial
public offering of our common stock on October 802. Our investment objectives are to generate tititent income and capital
appreciation through debt and equity investments.iest primarily in first and second lien serd@ans and mezzanine debt, which in some
cases may include an equity component, and, tesgiextent, in equity investments in private neddlarket 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 approxiyriel billion of committed capital. Ares Techniédedministration 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 Jdary 11, 2005, the last reported
sales price of our common stock on The NASDAQ NwtidMarket was $18.25 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 frequentrade at a discount to their net asset value. lbur shares trade at a
discount to our net asset value, it may increase dtrisk of loss for purchasers in this offeringThis prospectus concisely provides
important information you should know before inviegtin our common stock. Please read it beforeiggast and keep it for future referen
The SEC maintains an Internet websitgtp://www.sec.goy that contains material incorporated by referearee 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 relatddgoffering, estimated at $

The underwriters may also purchaseum additional shares fronauthe public offering price, less the underwgtin
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 $ he total underwriting discount (sales load) paidubywill be $ , and total prodeebefore
expenses, will be $ .

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



The shares will be ready for deliveryor about , 2005.

Merrill Lynch & Co.
Wachovia Securities

RBC Capital Markets

The date of this prospectus is 2005.
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You should rely only on the infornmaticontained in this prospectus. We have not, hadihderwriters have not, authorized any
other person to provide you with different 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 informatiothia prospectus. It is not complete and may notaiarall of the information that
you may want to consider. You should read carefhlymore detailed information set forth under Kactors" and the other informatic
included in this prospectus. Except where the cdrsigggests otherwise, the terms "we," "us," "olthé Company" and "Ares Capital" refer
to Ares Capital Corporation and its subsidiariegreés Capital Management" or "investment adviseférgto Ares Capital Management
LLC; "Ares Administration" refers to Ares Technidalministration LLC; and "Ares" refers to Ares Raets Management Company LLC ¢
its affiliated companies, including Ares Managemdr(C.

THE COMPANY

Ares Capital is a 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 an initial public
offering of our common stock on October 8, 2004esA€apital's investment objectives are to gendatte current income and capital
appreciation through debt and equity investmentgrbarily investing in U.S. middle market compasjiezhere we believe the supply of
primary capital is limited and the investment oppbities 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 ofrdiraded debt of a given portfolio company. Thesnk also have the benefit of security
interests on the assets of the portfolio comparychivmay 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 $30 million each, although thedaatment 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 companiethilprospectus, we generally use the
term "middle market" to refer to companies with aanEBITDA between $5 million and $50 million. EBDR 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 ywaithe mezzanine debt investments generally
have stated terms of up to ten years, but the ¢egewerage 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 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 approeign@8 investment professionals anc
the 20 administrative professionals employed bysAvbo provide assistance in accounting, legal, damge and investor relations.
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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 malpétecinvestments 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 is non-investment grade. As part of 30% of the portfolio, we may also invest in debtompanies located outside of the United
States, which investments are not anticipated tio leecess of 5% of the portfolio at the time sirolestments are made.

About Ares

Ares is an independent Los Angelesetdirm with 78 employees that manages investiugrnis that have approximately
$6.1 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, jumicapital to middle market companies. Ares hastfility to invest across a capital structure,
from senior secured floating rate debt to commauitgq

Ares is comprised of the followinggps:

. Capital Markets Group . The Ares Capital Markets Group currently manageariety of funds and investment vehicles that
have approximately $5.0 billion of committed capitaimarily focusing on syndicated senior secumhs, high yield bonds,
distressed debt and other liquid fixed income itwests. The Capital Markets Group focuses primanilyiquid fixed income
debt securities and other publicly traded debt isges.

. Private Debt Group . The Ares Private Debt Group manages the asséteesfCapital. 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 the Arep@ate Opportunities Fund, or "ACOF," which
has $750 million of committed capital. ACOF genlgratakes private equity investments in middle madamnpanies and in
amounts substantially larger than the private gquoitestments anticipated to be made by Ares Cagite Private Equity
Group generally focuses on control-oriented eqinitgestments in under-capitalized companies or canggavith 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 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 individimsasting in Ares funds.

Ares Capital Management

Ares Capital Management, our investhaglviser, is served by a dedicated originatiash teansaction development team of 8
investment professionals, including our Presidstithael J. Arougheti, which team is augmented bgsAadditional investment
professionals, primarily its 18 member Capital MaskGroup. Ares Capital Management's investmenntttaee has 5 members,
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including Mr. Arougheti and 4 founding members aB4. In addition, Ares Capital Management leveraiffesf Ares' entire investment
platform and benefits from the Ares investment @ssfonals' significant capital markets, trading eesgarch expertise developed through
Ares industry analysts. Ares' industry analystsentty maintain research on over 600 companiess Areds have made investments in over
650 companies in over 30 different industries amdently hold over 300 investments in over 30 d#fd industries.

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

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

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

. We believe there is a large pool of uninvestedate\equity capital for middle market companies. éijpect 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$éiyl 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

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

Experience and focus on middle market companies

Ares has historically focused on stweents in middle market companies and we expdmnefit from this experience. Our
investment adviser uses Ares' extensive networklafionships with intermediaries focused on middkrket 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 irdostry trends.




Disciplined investment philosophy

In making its investment decisions; mvestment adviser has adopted Ares' long-standionsistent investment approach that was
developed over 12 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.

Co-investment opportunities

We intend to co-invest with Ares fgn@ther than ACOF) when we believe it will be ashageous for us to do so. As a BDC, we
would not generally be permitted to invest in aoytfplio company in which Ares or any of its affites currently has an investment or make
any co-investments with Ares or its affiliates. Gequently, we intend to apply for an exemptive ofden the SEC that would permit us to
co-invest with funds managed by Ares. Any such ovd# be subject to certain terms and conditiofisere is no assurance that the
application for exemptive relief will be granted thye SEC. Accordingly, we cannot assure you tr@aiGbmpany will be permitted to co-
invest with funds managed by Ares.

OPERATING AND REGULATORY STRUCTURE

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

As a BDC, we are required to compithweertain regulatory requirements. While we agenmitted to finance investments using debt,
our ability to use debt is limited in certain sificent respects. See "Regulation.” We intend totdle be treated for federal income tax
purposes as a




regulated investment company, or a RIC, under Saiiteln M of the Internal Revenue Code of 1986, er'tode." See "Material U.S. Fede
Income Tax Considerations."

INVESTMENTS

As of December 31, 2004, we had itmesits in portfolio companies, valueagpproximately $ million. As of the date
of this prospectus, we had substantially investiedf&he net proceeds from our initial public affey.

In addition, we are in discussionthwand have issued non-binding proposals to, atbeempanies regarding our potential
investment in such companies through first ands@dien senior loans, mezzanine debt and prefargeity. We currently expect that we v
use a portion of the proceeds of this offering ttkenany such investments.

The consummation of any of these stiments depends, upon among other things, satisfambmpletion of our due diligence
investigation of the prospective portfolio compaaoyr acceptance of the terms and structure of Buastment, the execution and delivery of
satisfactory documentation and the receipt of agessary consents. Any such investments will beermadccordance with our investment
policies and procedures. We cannot assure yowthatill make any of these investments.

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

LIQUIDITY

On November 3, 2004, we entered antonduit facility (the "Facility") pursuant to wdti we may obtain up to $150,000,000 in
financing from conduits and institutional lendeks. of December 31, 2004, the principal amount antding under the Facility was
$ million. We intend to continue borrowing undlee Facility in the future and we may increasegdfze of the Facility or othewise issue
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 18 for eerdetailed discussion of the factors
should carefully consider before deciding to invastur common stock.

Risks Related 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 managiB&.

. 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'péwspnnel for our future success and upon theeszcto 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.
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. 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 distriioms if we recognize income before or without neitey cash representing
such income.

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

. If our primary investments are deemed not to bdifyireg assets we could lose our status as a BDRBegorecluded 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 oualieh connection with

our initial public offering, we may have to realilosses.

. Many of our portfolio investments are recordedadt ¥alue as determined in good faith by our bardirectors. As a result,
there will be uncertainty as to the value of ourtfadio 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 int&réhat 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 Related 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 invessncenld be subordinated to claims of other creslits we could be

subject to lender liability claims.




. An investment strategy focused primarily on prilg-held companies presents certain challenges, induttie lack o
available information about these companies ancater vulnerability to economic downturns.

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

. Investments in equity securities involve a subshdegree of risk.

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

. Our investments in foreign debt may involve sigrafit risks in addition to the risks inherent in 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 expdtatthe interest generated on first and seconmditians and mezzanine debt.

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

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

Risks Relating To 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 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 avedagree of risk.

. The market price of our common stock may fluctisagmificantly.

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

. Our shares may trade at discounts from net asiet.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 lochts 1999 Avenue of the Stars, Suite 1900, Los Aesge€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 unisu
to the overallotment option granted to the undeessi

shares, excluding shares of common stock issuable untsu
to the overallotment option granted to the undeessi

We expect to use approximately $  million of theg proceeds of this offering to repay
outstanding indebtedness under the Facility. Wenihto use the remainder of the net
proceeds to fund investments in portfolio compairiesccordance with our investment
objectives and the strategies described in thisg#ctus and for general corporate
purposes. Pending such investments, we will intreshet proceeds primarily in cash,
cash equivalents, U.S. government securities amer diigh-quality short-term
investments, which may earn yields substantiallyelothan the income that we anticip
receiving once we are fully invested in accordanith our investment objectives. If we
do not realize yields in excess of our expensesnaxincur operating losses and the
market price of shares may decline. See "Use afdeds.'

We intend to distribute quarterly dividends to stockholders out of assets legally
available for distribution. Our quarterly dividendfsany, will be determined by our boe
of directors. On December 16, 2004, we declareiditial dividend of $0.30 per share 1
the fourth quarter of 2004. Because of our limibpérating history, this is the only
dividend to date that we have declared on our comsback.

We intend to elect to be treated for federal incéaxepurposes 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 stockhadcs dividends. To maintain our RIC
status, we must meet specified source-of-incomeaandt diversification requirements
and distribute annually an amount equal to at 188%% of our ordinary income and
realized net short-term capital gains in 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 leimelome 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

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 sk&of our common stock, unless they
specifically "opt out" of the dividend reinvestmgién 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 stiolgel who elect to receive their
distributions in cash. See "Dividend ReinvestmdahP

"ARCC"

Shares of closednd investment companies frequently trade at adigco 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 Wiéflect reductions resulting from the
sales load and the amount of the organization &edmg expenses paid by us. This risk
may have a greater effect on investors expectirmglicheir shares soon after completion
of the public offering and our shares may be mopgrapriate 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 provislavith a greater likelihood of continui
of management, which may be necessary for us taeeae full value of our
investments. A staggered board of directors alsp seave to deter hostile takeovers or
proxy contests, as may certain other measures edldytus. See "Description of Our
Stock."

We borrow funds to make additional investments. s this practice, which is known
"leverage," to attempt to increase returns to emmon stockholders, but it involves
significant risks. See "Risk Factors," "Senior Séms" and "Regulation—Indebtedness
and Senior Securities." With certain limited exdeps, we are only allowed to borrow
amounts such that our asset coverage, as defirthd t940 Act, equals at least 200%
after such borrowing. The amount of leverage thatewploy at any particular time will
depend on our investment adviser's and our boad@tedtors' assessment of market and
other factors at the time of any proposed borrowikgyof December 31, 2004, we had

$ million of borrowings outstanding under thecHity.

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

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




Available information We are required to file periodic reports, proxytesta@ents 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 welashttp://www.sec.go.
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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 %
Total stockholder transaction expen %

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

Management fee %(4)
Incentive fees payable under investment advisodyraanagement agreement (20% of realized ci

gains and 20% of p-incentive fee net investment income, subject ttagetimitations) %(5)
Interest payments on borrowed fur %(6)
Organizational expens: %(7)
Other expense %(8)

%(4)(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 $ (our offering expenses atineated to be $ ).
(3)  The expenses of the dividend reinvestment plainateded in "other expenses."

4) Our management fee is 1.5% of our total assets titha cash and cash equivalents (which includestepurchased with borrowed
amounts). For the purposes of this table, we haseraed that we maintain no cash or cash equiva®ets"Management—
Investment Advisory and Management Agreement."

(5) We expect to fully invest the net proceeds frors tiffering within 120 days and may have capitahgaind interest income that could
result in the payment of an incentive fee to owestment adviser in the first year after completibthis offering. However, the
incentive fee payable to our investment adviséased on our performance and will not be paid snlesachieve certain goals. As
cannot predict whether we will meet the necessarfopmance targets, we have assumed a base ineée¢ivof 0% in this chart.

The incentive fee consists of two parts:

The first, payable quarterly in arrears, equals 20%ur pre-incentive fee net investment incomel(iding interest that is accrued but
not yet received in cash), subject to a 2.00% qugr{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%4Hen receives, as a
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(6)

(7)
(8)

(9)

“"catch-up," 100% of our pre-incentive fee net irtaeant income with respect to that portion of sucdipcentive fee net investment
income, if any, that exceeds the hurdle rate blgss than 2.50%. The effect of this provisiorhistt if preincentive fee net investme
income exceeds 2.50% in any calendar quarter,nmestment adviser will receive 20% of our pre-irtoenfee net investment income
as if a hurdle rate did not 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 realipeghital 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 quEyyment is to be made, the sum of (a) our aggretistigbutions to our stockholders
and (b) our change in net assets (defined asdesalts less indebtedness) is less than 8.0% okbassets at the beginning of such
period. These calculations will be 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 Manageergement."”

"Interest payments on borrowed funds" representaonualized interest expenses based on actudtsrémuthe year ending
December 31, 2004. We had outstanding borrowings of at December 31, 2004. See "Risk Faet®Ve borrow money, which
magnifies the potential for gain or loss on amoimissted and may increase the risk of investirt ws."

Our organizational expenses are non-recurring.

Includes our estimated overhead expenses, inclygigments 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&he holders of shares of our common stock (astdhe holders of our
debt securities or preferred stock, if any) indisebear the cost associated with our annual exggens

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

Example

The following example demonstratesthojected dollar amount of total cumulative exganover various periods with respect to a

hypothetical investment in our common stock. Ircakdting the following expense amounts, we haverassl we would have no additional
leverage, that none of our
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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,$ . Howevash 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, woalldidgher. This example does not reflect repaymeintise sales load paid by our investment
adviser in connection with our initial public offieg to underwriters on our behalf, since it is kealy such amounts would be repayable under
the assumptions described above. See "Risk Facibifser we are required to repay the amount paid dewwriters by our investment
adviser on our behalf in connection with our idipablic offering, we may have to realize lossed #re amount that we have available for
investment may be reduced." In addition, whilegakample assumes reinvestment of all dividends &tdlilitions at net asset value,
participants in our dividend reinvestment plan wélteive a number of shares of our common stodkrmkned by dividing the total dollar
amount of the dividend payable to a participantii®ymarket price per share of our common stockeatlose of trading on the valuation date
for the dividend. See "Dividend Reinvestment Plam"additional information regarding our dividerelnvestment plan.

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

The selected financial and other dé&law should be read in conjunction with "ManagatiseDiscussion and Analysis of Financial
Condition and Results of Operations" and our fi@nstatements and notes thereto located elsevitnéinés prospectus.
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RISK FACTORS

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

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

We were incorporated in April 200dntpleted an initial public offering of our commawoek in October 2004 and have a limited
operating history. We are subject to all of theibesss risks and uncertainties associated with amylusiness, including the risk that we will
not achieve our investment objectives and thav#iee of your investment could decline substantiall

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

The 1940 Act imposes numerous coimr@an the operations of business development aoiap. For example, business
development companies are required to invest at 6 of their total assets primarily in secusitté 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 @eynguch 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 ballsubject to, among other things, regulatoryinddpendent board member approvals
receipt of which, if sought, cannot be assured.oddingly, we cannot assure you that Ares Capitdlineplicate Ares' historical success, and
we caution you that our investment returns couldddestantially lower than the returns achievedhmgé 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 coeetive basis will be largely a function of Aresigital Management's structuring of the
investment process and its ability to provide cotepe attentive and efficient services to us. Owrcetive officers and the members of Ares
Capital Management have substantial responsilsilitiecconnection with their roles at Ares and witk bther Ares funds as well as
responsibilities under the investment advisory mmashagement agreement. They may also be calledtogmovide managerial assistance to
our portfolio companies on behalf of our adminigiraThese demands on their time, which will inseeas the number of investments grow,
may distract them or slow the rate of investmembrider to grow, we and Ares Capital Managemeritneiéd to hire, train, supervise and
manage new employees. However, we cannot assurthgbany such employees will contribute to thekaafrthe investment adviser. Any
failure to manage our future growth effectively kbhave a material adverse effect on our busirfesmcial condition and results of
operations.

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

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

We operate in a highly competitive market for invesment opportunities.

A number of entities compete withteisnake the types of investments that we plan tkenirmmiddle market companies. We
compete with other business development compapiddic and private funds, commercial and investniiamks, commercial financing
companies, insurance companies, high yield investmrdge funds, and, to the extent they providaltemnative form of
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financing, private equity funds. Many of our comfms are substantially larger and have considgrgi#ater financial, technical and
marketing resources than we do. Some competitoyshaae a lower cost of funds and access to funsiingces that are not available to us
addition, some of our competitors may have higlsértolerances or different risk assessments, wbdehd allow them to consider a wider
variety of investments and establish more relatigossthan us. Furthermore, many of our competioesnot subject to the regulatory
restrictions that the 1940 Act will impose on usadBDC. We cannot assure you that the competitigegures we face will not have a mate
adverse effect on our business, financial conditiod results of operations. Also, as a resultisf¢cbmpetition, we may not be able to take
advantage of attractive investment opportunitiesiftime to time, and we cannot assure you that ifdevable to identify and make
investments that meet our investment objectives.

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

We may lose investment opportuniti@ee do not match our competitors' pricing, teramsl structure. If we match our competitors'
pricing, terms and structure, we may experiencesdased net interest income and increased riskeditdoss. As a result of operating in such
a competitive environment, we may make 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 other
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amounts that we will not receive in cash, includifty example, non-cash income from pay-in-kindusities and deferred payment securities.

Since in certain cases we may reagginicome before or without receiving cash reprisgrsuch income, we may have difficulty
meeting the tax requirement to distribute an amequial to at least 90% of our ordinary income aadized net short-term capital gains in
excess of realized net long-term capital losseayf 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 distributeeguirements. If we are not able to obtain casimfather sources, we may fail to qualify ¢
RIC and thus be subject to corporate-level incaame $ee "Material U.S. Federal Income Tax Constaers—Taxation as a RIC."

If a portfolio company defaults otoan that is structured to provide accrued intefiei possible that accrued interest previously
used in the calculation of the incentive fee wdtbme 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 receiveesiti of a default by an entity on the
obligation that resulted in the accrual of suctoime.

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 cowerag defined in the 1940 Act, equals at
least 200% after such incurrence or issuanceeli7#iue of our assets declines, we may be unalsiatigfy this test, which would prohibit us
from paying dividends and could prevent us fromntaning our status as a RIC. If we cannot satisfy test, we may be required to sell a
portion of our investments and, depending on thareaf our leverage, repay a portion of our inddhbess at a time when such sales may be
disadvantageous. As of December 31, 2004, our eagsetage for senior securities was  %.

We are not generally able to issug sell 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 sdletise best interests of Ares Capital and itsidtotders, and our stockholders approve such
sale. In any such case, the price at which ourrgesuare to be issued and sold may not be lessdtprice which, in the determination of our
board of directors, closely approximates the mavkéie of such securities (less any commissionsmodint). If our common stock trades at a
discount to net asset value, this restriction caaldersely affect our ability to raise capital.

In addition, we may in the future ls¢é® securitize our loans to generate cash forighdew investments. To securitize loans, we
may create a wholly-owned subsidiary and contrilaup@ol of loans to the subsidiary. This coulduid the sale of interests in the subsidiary
on a non-recourse basis to purchasers who we vesyplelct to be willing to accept a lower intereséatinvest in investment grade loan
pools, and we would retain a portion of the eqiritthe securitized pool of loans. An inability tacgessfully securitize our loan portfolio
could limit our ability to grow our business, fukkecute our business strategy and decrease aungsrif any. The securitization market is
subject to changing market conditions and we mayaable to access this market when we would wikerdeem appropriate. Moreover,
successful securitization of our loan portfolio titigxpose us to losses as the residual loans ichwire do not sell interests will tend to be
those that are riskier and
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more apt to generate losses. The 1940 Act mayimlgose restrictions on the structure of any seizatibn.

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

If we are to maintain our status &DdC, 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 aesiment, these acquired assets may not be
treated as qualifying assets. See "Regulation—radi Assets." This results from the definition"efigible portfolio company" under the
1940 Act, which in part looks to whether a comphrag outstanding marginable securities.

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

We believe that the senior loans rwedzanine investments that we propose to acquingléiconstitute qualifying assets because the
privately held issuers will not, at the time of aovestment, have outstanding marginable secuiftiethe reasons set forth in this paragraph.
First, we expect to make a large portion of ouestments in companies that, to the extent they hayeutstanding debt, have issued such
debt on terms and in circumstances such that sefchsthould 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 thles 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 investmerd,issued by an issuer that does not have outsgaditass 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 attifme we purchase such securities.

If there were a court ruling or regoy decision that conflicts with our interpretais, we could lose our status as a BDC or be
precluded from investing in the manner describetthih prospectus, either of which would have a mgtadverse effect on our business,
financial condition and results of operations. Sed\ny failure on our part to maintain our statusaaBDC would reduce our operating
flexibility." Such a ruling or decision also maygrere that we dispose of investments that we madedbon our interpretation of
Regulation T. Such dispositions could have a matadverse effect on us and our stockholders. Wenead 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, vagy fmave to sell the investments at a
substantial loss. See "Changes in laws or reguisitimverning our operations, or changes in theprg¢ation thereof, and any failure by us to
comply with laws or regulations governing our opierzgs may adversely affect our business."
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On November 1, 2004, the Securitied Bxchange Commission proposed for comment twomiéss under the Investment Comp
Act of 1940 that are designed to realign the dediniof eligible portfolio company set forth undée Investment Company Act of 1940, and
the investment activities of BDCs, with their origl purpose by (1) defining eligible portfolio coamy with reference to whether an issuer
has any class of securities listed on a natioralriiéees exchange or on an automated interdealetatjon system of a national securities
association ("NASDAQ") and (2) permitting BDCs ta@ke certain additional ("follow-on") investmentstirose issuers even after they list
their securities on a national securities exchages NASDAQ. The proposed rules are intended traed the definition of eligible portfolio
company in a manner that would promote the flowagdital to small, developing and financially troedblcompanies. We cannot assure you
that these rules, or related rules arising ouhefdomment process, will be approved by the Séesidgind Exchange Commission.

Until the SEC or its staff has isstiedl rules with respect to the issue discussexvapwe will continue to monitor this issue clos
and may be required to adjust our investment feau®mply with and/or take advantage of any futdeninistrative 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 December 31, 2004, we had $ million of outstanding borrowings under étacility. In order for us to cover our annual
interest payments on indebtedness, we must achiaweal returns on our December 31, 2004 total aisdeitt least %. We intend to
continue borrowing under the Facility in the futared we may increase the size of the Facility bentise issue debt securities or other
evidences of indebtedness following the consummaifdhis offering. Our ability to service our det#pends largely on our financial
performance and will be subject to prevailing ecaitoconditions and competitive pressures. The amotlieverage that we employ at any
particular time will depend on our investment advisand our board of directors' assessment ofeharid other factors at the time of any
proposed borrowing.

Our Facility imposes financial anceggiting covenants that restrict our business aietsyiincluding limitations that could hinder our
ability to finance additional loans and investmastt$o make the distributions required to maintam status as a regulated investment
company under Subchapter M of the Internal Revé&uage. 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. Weenity borrow under our Facility and in the futunay borrow from or issue senior debt
securities to banks, insurance companies, and thders. Lenders of senior securities have fixathdclaims on our consolidated assets
are superior to the claims of our common stocklrsldé the value of our consolidated assets in@ga$en leveraging would cause the net
asset value attributable to our common stock toee more sharply than it would have had we nerégyed. Conversely, if the value of our
consolidated assets decreases, leveraging woude 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 welimotowed. Such a decline could negatively affectahility to make common stock
dividend payments. There is no assurance thatemdging strategy will be successful.
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The following table is designed fastrate the effect on return to a holder of ounomwn stock of the leverage created by our use of
borrowing, at the weighted average interest rate of % for the twelve months ended Decen®ie2004 and assuming hypothetical an
returns on our portfolio of minus 15 to plus 15qat.

Assumed Return on Portfol — — —
(Net of Expenses)(] 15.% 10.(% 5.C% — 5% 10.% 15.(%
Corresponding Return to Common Stockholder —% —% —% % % % %

(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@mn Stockholders," the "Assumed Return on Podfa multiplied by the tote
value of our assets at the beginning of the panaabtain an assumed return to us. From this amailribterest accrued during the
period is subtracted to determine the return abkglto stockholders. The return available to stotdtérs is then divided by the total
value of our net assets as of the beginning optrad to determine the "Corresponding Return tm@on Stockholders."

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

General interest rate fluctuationg/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 incomejfgeddent upon the difference between the rate iahwie borrow funds and the rate at
which we invest these funds. As a result, therebsano assurance that a significant change in marterest rates will not have a material
adverse effect on our net investment income. Tragiices for debt that pays a fixed rate of retermd 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 behalfn 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 (a) if during any four calendar quartetiqggtending on or after October 8, 2005, the surfi)afur aggregate distributions to our
stockholders and (ii) our change in net assetsrni@éfas total assets less indebtedness) equatseeds 7.0% of our net assets at the
beginning of such period (as adjusted for any stsstgances or repurchases) or (b) upon our ligwiato meet our obligations to repay this
amount while making distributions to our stockhaotdeecessary to maintain our RIC status and aheidnposition of federal income and
excise taxes, we may have to dispose of a porfieuioinvestments. Any such disposition could resubur realizing losses and reduce the
amount that we have available for investment.
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Many of our portfolio investments are recorded at &ir value as determined in good faith by our boardf directors. As a result, there
will be uncertainty as to the value of our portfolb 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. However, we intend to applyafoexemptive order from the SEC that would permjtsubject to certain terms and
conditions, to co-invest with the funds managed\bgs. Assuming receipt of a favorable exemptiveeofdom the SEC, we anticipate that,
subject to certain terms and conditions, Ares fuptiser than ACOF) may invest in the same portfobmpanies as the Company due to
similarities in certain of their investment strategy

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 managefieenvill 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 companithese hurdles may provide Ares Capital Managelseabject 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 dlligations may result in stockholders recogniziagable 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 paydiylais that relates to our pre-incentive fee ne¢stment income will be computed and paid on
income that may include interest that is accrudchbuyet 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 Managememigl 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. Rerimore, in connection with our initial public
offering our investment adviser paid to the undé@ess, on our behalf, an additional sales load wétfpect 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 suclogerhese calculations will be appropriately paited during the first three calendar quarters
following the closing of this offering and will kedjusted 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 RELATED TO OUR INVESTMENTS

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 20 palitf companies, though after full investment of theg proceeds of this offering we anticipate -
we will be invested in more than ~ companiess Humber may be higher or lower depending on theumt of our assets under manager
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 auwestments could be concentrated in relatively pertfolio companies.

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 "Baa3Mwmpdy's or lower than "BBB-" by Standard & Poorisidebtedness of below investment
grade quality is regarded as having predominaipcslative characteristics with respect to thedsswcapacity 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 extentriese payments associated with such debt are ddfeaeh debt will be subject to greater
fluctuations in value based on changes in intaess, such debt could subject us to phantom incantsince we generally do not receive
any cash prior to maturity of the debt, the investtrs of greater risk.

In addition, investments in middlerkket 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 collateral
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and a reduction in the likelihood of us realizimy guarantees we may have obtained in connectitihouir investment;

. they typically have shorter operating historiesroaer product lines and smaller market shares luaer businesses, which
tend to render them more vulnerable to competitmisons 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 suthisit additional capital to
support their operations, finance expansion or taairtheir competitive position. In addition, oweeutive officers, directors
and our investment adviser may, in the ordinarys®wf business, be named as defendants in lgigatising from our
investments in the portfolio companies; and

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

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

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

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

A portfolio company's failure to sdf§i financial or operating covenants imposed byusther 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 thenextecessary to seek recovery upon default cegotrate new terms with a defaulting
portfolio company.

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

If one of our portfolio companies weo go bankrupt, even though we may have strugtowe interest as senior debt, depending on
the facts and circumstances, including the extemthtich we actually provided managerial assistdaodbat portfolio company, a bankruptcy
court might recharacterize our debt holding andsdibate 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
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. 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 sb@of our common stock in this offering will be
approximately $ (or approximatsly if the underwriters fully exeseitheir overallotment option), in each case assgmi
an initial public offering price of $ pshare, after deducting the underwriting discounts @mmissions of $ payable by us
and estimated offering expenses of approximately $ payable by us.

We expect to use approximately $illion of the net proceeds of this offering to rgpautstanding indebtedness under the Facility.
We intend to use the remainder of the net proceefimd investments in portfolio companies in ademice with our investment objectives
and the strategies described in this prospectu$cargneral corporate purposes.

We intend to invest primarily in fiand second lien senior loans and mezzanine dabidolle market companies, each of which
may include an equity component, and, to a lesgeng in equity securities in such companies.ddion 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 gées of public companies. As part of this 30%, nvay also invest in debt of middle market
companies located outside of the United States;iwimvestments are not anticipated to be in exc€S86 of the portfolio. Pending such
investments, we will invest a portion of the netq@eds primarily in cash, cash equivalents, U.8egonent securities and other high-quality
short-term investments. These securities may aafdsysubstantially 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 achievénwestment objectives and/or pay any
dividends during this period or, if we are ablaltoso, such dividends may be substantially lowan tthe 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 f@rary investments we may make
while waiting to make longer-term investments imguit 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 qalated the initial public offering
of our common stock in October 2004 at the pric818.00 per share. Prior to such date there wamihlic market for our common stock.

The following table sets forth thaga of high and low closing prices of our commarcktas 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 commission

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 quarter (through January ,
2005) *$ $ * * *k
Fiscal 2004
Fourth quarte $ % % $ 0.3C

(1) Net asset value per share is determined as ofastadhy in the relevant quarter and therefore mayyreflect the net asset value per
share on the date of the high and low sales priths. net asset values shown are based on outstastares at the end of each
period.

2 Represents the dividend declared in the specifirdtgr.
* Net asset value has not yet been calculated fergéiiod.

o No dividend has yet been declared for this quarter.

On January 11, 2005, the last replostdes price of our common stock on The NASDAQdal Market was $18.25 per share. As
of January , 2005, we had stockholders ofna:

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. Because of our
limited operating history, this is the only divideto date that we have declared on our common stock

To maintain our RIC status, we mustribute an amount equal to at least 90% of odinary 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 incdiorethe calendar year, (2) 98% of our capital gainexcess of capital losses for the one-
year period ending on October 31 of the calendar gad (3) any ordinary income and net capital gfin 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, out of the assets legally avaddbi such distributions, we may in the future
decide to retain such capital gains for investm&hé consequences of our retention of net capétilsgare as described under "Material U.S.
Federal Income Tax Considerations." We cannot asguu that we will achieve results that will perthié payment of any cash distributions
and, if we incur indebtedness or issue senior gexzjrwe will be prohibited from making distribatis if doing so causes us to fail to main
the asset coverage ratios stipulated by the 194@wi€ distributions are limited by the terms afyaof our borrowings.
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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 caglatids. See "Dividend Reinvestment Plan."
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CAPITALIZATION

The following table sets forth (1r@ctual capitalization at December 31, 2004 ana(2 capitalization as adjusted to reflect the
effects of the sale of our common stock in thigoffg at an assumed public offering price of $ per share, after deducting the
underwriting discounts and commissions and offegérgenses payable by us and the application af¢hproceeds from the offering to pay
down an aggregate of $ million of outsliag borrowings under our Facility as describetldse of Proceeds.” You should read this
table together with "Use of Proceeds" and our liaaheet included elsewhere in this prospectus.

As of December 31, 2004

Actual As Adjusted(1)

Assets:
Cash $ $
Investment:
Total asset $ $

L] I
Liabilities:
Payable for investments purcha: $ $
Organizational expenses paya
Total liabilities $ $
Stockholders' equity:
Common stock, par value $0.001 per share; 100,006;6mmon shares authorized, 11,066,
common shares outstanding, actual; comshares outstanding, as adjus $ $
Paid in capita
Accumulated defici
Total stockholders' equit $ $
Total liabilities and stockholders' equ $ $

I I

Q) Excludes the underwriter's overallotment option of shares.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITIONS AND
RESULTS OF OPERATIONS

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

Overview

We were incorporated in Maryland gorif16, 2004 and initially funded on June 23, 2004 commenced material operations on
October 8, 2004. Our investment objectives aresttegate both current income and capital apprecigtimugh 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 investmentsiate 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

On October 8, 2004, we completediniial public offering (the "IPO") of 11,000,00®ares of common stock at $15.00 per share,
less an underwriting discount and commissionsitwe$.675 per share. Ares Capital Management LLE jmvestment adviser, agreed to pay
the underwriters of such offering $2,475,000 inemditing and commissions on the Company's beléf.are obligated to repay this
amount, together with the accrued interest (alurfriy any four calendar periods ending on or dftetober 8, 2005 the sum of (i) the
aggregate distributions to the stockholders andh@ change in net assets (defined as total desstindebtedness) equals or exceeds 7.0% o
the net assets at the beginning of such perioddasted for any share issuances or repurchasés) opon the Company's liquidation. We
received approximately $160,450,000 in total netpeds from the offering, before other offering arghnizational expenses, and including
approximately $405,000 the underwriters in suckerirfify agreed to reimburse us for offering expenses.

We intend to elect to be treated eegalated investment company, or a RIC, under Bater M 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 these elections, we generally willhate to pay corporate-level taxes on any incomevtbalistribute to our stockholders.

Portfolio and Investment Activity

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

Following the completion of our IP@ October 8, 2004, we exercised our right to puselsubstantially all of the assets in the
October Portfolio from RBC for approximately $122a8lion. We purchased additional assets originaiiuded in the October Portfolio
from RBC for approximately $18.5 million on Novemt3 2004.

Results of Operations

We were initially funded on June 2804 and therefore, have no period to comparetsefulthe quarter ended September 30, 2004.
For the period from June 23, 2004 (inception) thftoGeptember 30, 2004, our operating expensestedl@on-recurring charges of
approximately $250,000
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in expenses related to the organization of the GmypAs a result, our stockholders' equity decrdaseapproximately $250,000 for the
period covered in this report.

Financial Condition, Liquidity and Capital Resources

For the period from June 23, 200&éptember 30, 2004, we had no operations othertiigaimcurrence of approximately $250,000
in organizational expenses and the acquisitionrgjlte to purchase the October Portfolio.

Substantially all of the net proce&dsn our IPO were used to acquire the Octoberf®laf to make investments, and to pay for our
operating expenses prior to the end of our fisstdl year ending December 31, 2004.

On November 3, 2004, we and Ares @a@iP Funding LLC, a single member, special pugpbmited liability company, wholly
owned by us ("Ares Capital CP"), entered into:

() a Purchase and Sale Agreement (the "Purchase Agré§rpursuant to which we sold and contributedtes Capital CP
certain loans we originated or acquired and wilitawe to sell and contribute certain newly origathand acquired loans (the
"Loans"),

(i) a Sale and Servicing Agreement (the "Servicing Agrent" and together with the Purchase Agreemeat,Agreements™) wit
certain conduits and institutional lenders agemtedlVachovia Capital Markets, LLC ("Wachovia"), UERnk National
Association, as trustee, and Lyon Financial Sesyitec. (D/B/A U.S. Bank Portfolio Services), as tiackup servicer,
pursuant to which Ares Capital CP may obtain up160,000,000 in financing from the conduits anditagonal lenders, and

(i) various supporting documentation, including a healgeement with an affiliate of Wachovia, conceidraaccount and
intercreditor agreements, securities account ageagsrand powers of attorney.

In connection with the Agreementsotigh our wholly owned subsidiary Ares Capital @, established the Facility (described in
more detail in "Business—Leverage") that allowsA@apital CP to issue up to $150.0 million of vialéafunding certificates ("VFC"). We
borrow money under the Facility in order to provatiditional liquidity and to meet our investmenjeatives and strategies.

Dividends

We intend to elect to be treated Bd@ under Subchapter M of the Internal RevenueeGafdl986. In order to maintain our status as
a regulated investment company, we are requirglistdbute to our stockholders, for each taxableryan amount equal to at least 90% of
investment company taxable income. We will be stitije corporate-level income tax on any incomelflmtinary income and net capital
gains) not distributed to our stockholders. Weadse required to distribute in a timely mannereaist 98% of our income (both ordinary
income and net capital gains) to avoid an exciseWe intend to make distributions to our stockleotdon a quarterly basis of substantiall'
of our net operating income. We also intend to ndiktributions of net realized capital gains, iffaat least annually.

We may not be able to achieve opegatésults that will allow us to make distributicatsa specific level or to increase the amount of
these distributions from time to time. In additiove may be limited in our ability to make distrilmrts due to the asset coverage test for
borrowings when applicable to us as a businessl@@vwent company under the Investment Company Ad9dD and due to provisions in «
Facility. If we do not distribute a certain percage: of our income annually, we will suffer adveigseconsequences, including possible los
our status as a regulated investment company. Waotassure stockholders that they will receivediatributions or distributions at a
particular level.
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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, 2004, unaudi $ $ $ — 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 atigitto repay this amount, together with accrutstaést (a) if during any four calendar
quarter period ending on or after the one yeanaansary of the closing of the offering, the sun{ipbur aggregate distributions to our
stockholders and (ii) our change in net assetsn@efas total assets less indebtedness) equatseeds 7.0% of our net assets at the
beginning of such period (as adjusted for any stsseances or repurchases) or (b) upon our ligioidat
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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 an injtiablic offering of our common stock on Octobe804. Ares Capital's investment
objectives are to generate both current incomecapdal appreciation through debt and equity inwestts by primarily investing in U.S.
middle market companies, where we believe the supigbrimary capital is limited and the investmepiportunities are most attractive.

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 $30 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 approgign@8 investment professionals anc
the 20 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 natigated to be in excess of 5% of the portfolidhat time such investments are made.

About Ares

Ares is an independent Los Angelesetdirm with 78 employees that manages investiiugrnis that have approximately
$6.1 billion of committed capital. Ares was founded 997 by a group of highly experienced investhp@nfessionals.

Ares specializes in originating andmaging 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, junior capital
to middle market companies. Ares has the abiliytest across a capital structure, from seniourszgtfloating 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 $5.0 billion of committed capitaimarily focusing on syndicated senior secumhs, high yield bonds,
distressed debt and other liquid fixed income itwests. The Capital Markets Group focuses primanilyiquid 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 naddarket 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 deb¢stment 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 teensaction development team of 8
investment professionals, including our Presidstithael J. Arougheti, which team is augmented bgsAadditional investment
professionals, primarily its 18 member Capital MaskGroup. Ares Capital Management's investmenntttee has five members, including
Mr. Arougheti and 4 founding members of Ares. ldliidn, Ares Capital Management leverages off adg\ientire 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 following reasons:

. Consolidation of senior lenders . Between January 1990 and September 2003, thd-based consolidation in the U.S.
financial services industry has reduced the nurob&DIC-insured financial institutions from apprmately 15,000 to 9,000.
We believe that the remaining financial institusdmave de-emphasized their service and produdimgieto middle-market
businesses in recent years in favor of lendingutgd corporate clients and managing capital matkatsactions.
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. Increase in demand for primary capital . A continuing preference for hi-yield bond issues above $150 million and a lac
alternative financing sources have also resultedsignificant increase in demand for primary alpiesulting in higher rates
of return with lower risk characteristics. As evide of this trend, the average deal size in thb-higld market has grown fro
approximately $159 million in 1992 to almost $278lion in 2003 and, in 2003, fewer than 8% 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@girivate equity capital for
middle market companies. We expect that privatétgdiums will be active investors in middle marketmpanies and that
these private equity funds will seek to leveragartimnvestments 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 contactsamieipate that we will have access to investnoppiortunities.

COMPETITIVE ADVANTAGES

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

Existing investment platform

Ares currently manages approxima$éyl billion of committed capital in the relatedeaisclasses of syndicated loans, high yield
bonds, mezzanine debt and private equity. We belfees' 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 Rosenthainissick and David Sachs are all founding membéwsres who serve on Ares Capital
Management's investment committee. These profeslsitimve an average of over 20 years experierlegénaged finance, including
substantial experience in investing in leverageoh$o 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 8 investment professionaldu@icg Mr. Arougheti), which team will be augmenteg Ares' additional investment
professionals, primarily its 18 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 experiaffreds Ares Capital a competitive
advantage in identifying and investing in middlerked companies with the potential to generate p@sieturns.

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, peieuity 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@plarkets Group investment professionals whorsee a portfolio of investments in
over 300 companies and provide access to an exéenstwork of relationships and special insighte industry trends and the state of the
capital markets.

43




Disciplined investment philosophy

In making its investment decisions; mvestment adviser has adopted Ares' long-standionsistent investment approach that was
developed over 12 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, lowilittand 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 sustainabhpetitive advantages;

. Industries with positive long-term dynamics;

. Cash flows that are dependable and predictable;

. Management teams with demonstrated track recomige@mnomic 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 acigtin industries with a history of predictable alegpendable cash flows and in which the Ares
investment professionals historically have had rsite investment experience. Since its inceptiohd87, Ares investment professionals
have invested in over 650 companies in over 3@uifit 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 imas¥ professionals have developed long-term waiatiips with management teams and
management consultants in these industries, asawalibstantial information concerning these intkssand potential trends within these
industries. The experience of Ares' investmentgesibnals in investing across these industriesigiirout various stages of the economic
cycle provides our investment adviser with accesmgoing market insights and favorable investnogpiortunities.

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 shoulbllerur investment adviser to identify attractimedstment opportunities throughout the
economic cycle and across a company's capitaltateiso that we can make investments consistehtowit stated objectives.

Co-investment opportunities

We intend to co-invest with Ares fgn@ther than ACOF) when we believe it will be ashageous for us to do so. As a BDC, we
would not generally be permitted to invest in aoytfplio company in which Ares or any of its affites currently has an investment or make
any co-investments with Ares or its affiliates. Gequently, we intend to apply for an exemptive ofden the SEC that would permit us to
co-invest with funds managed by Ares. Any such ovd# be subject to certain terms and conditiofisere is no assurance that the
application for exemptive relief will be granted tiye SEC. Accordingly, we cannot assure you theGbmpany will be permitted to co-
invest with funds managed by Ares.
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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, veedwggeed to pay Ares Capital Management an afrasa management fee based on
our total assets (other than cash and cash eqatsakaut including assets purchased with borrowedd), and an incentive fee based on our
performance. See "Management—Investment AdvisodyManagement 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 or make apyinvestments with Ares or its affiliates.
However, we intend to apply for an exemptive offdem the SEC that would permit us, subject to é¢ertarms and conditions, to co-invest
with funds managed by Ares. Assuming receipt ahafable exemptive order from the SEC, we antieiplaat, subject to certain terms and
conditions, funds managed by Ares (other than AC@&) co-invest in the same portfolio companieshasGompany due to similarities in
certain of their investment strategies. Such cestments will be on terms and conditions that laeesame in all material respects, subject to
the availability of capital for investment on tharpof the Company and each such Ares fund andinesther considerations.

Also, while we are permitted to ficannvestments using debt, our ability to use debimited in certain significant respects. We
expect to borrow funds to make additional investip.eBee "Regulation.” We intend to elect to betéwdor federal income tax purposes as a
regulated investment company, or a RIC, under Saiteln M of the Code. See "Material U.S. Federabhne Tax Considerations."

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 $30 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 betleess $10 million each and made in
conjunction with loans we make to these compamésexpect that our target portfolio over time wiktlude both first and second lien senior
loans and mezzanine debt, and, to a lesser eptévdfe equity securities. In addition to origimagfinvestments, we may acquire investments
in the secondary market.

Structurally, mezzanine debt usuediyks subordinate in priority of payment to sedans and is often unsecured. However,
mezzanine debt ranks senior to common and prefeqeity 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¢l 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 profiledanften less restrictive covenants as comparedrimsloans, mezzanine debt generally earns
a higher return than senior secured debt. The wiaressociated with mezzanine debt are typicaligateble, which allows lenders to receive
repayment of their principal on an agreed amoitimaschedule 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 extentnake equity investments in private middle madaghpanies. In making an investment, in
addition to considering the factors discussed beloder "Investment Selection,” we also considemthticipated 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. However, we intend to applyafoexemptive order from the SEC that would permjtsubject to certain terms and
conditions, to co-invest with funds managed by Amher than ACOF). Assuming receipt of a favoraitemptive order from the SEC, we
anticipate that, subject to certain terms and dond, funds managed by Ares (other than ACOF) nminvest in the same portfolio
companies as the Company due to similarities itaceof their investment strategies. Such co-innestts will be on terms and conditions
that are the same in all material respects, subjettie availability of capital for investment dretpart of the Company and each such Ares
fund and certain other considerations.

In addition to such investments, wayrimvest up to 30% of the portfolio in opportuishvestments in high-yield bonds, debt and
equity securities in collateralized debt obligati@hicles, distressed debt or equity securitigsubllic companies. We expect that these public
companies generally will have debt that is non-strent grade. We also may invest in debt of midaieket companies located outside of
the United States, which investments are not gated to be in excess of 5% of the portfolio attime such investments are made.
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INVESTMENT SELECTION

Ares' investment philosophy was depet over the past 12 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 e tform of first and second lien senior loans. Eheans generally to have terms of three to ten
years. We generally obtain security interests énassets of our portfolio companies that will sexseollateral in support of the repaymen
these loans. This collateral may take the formiref 6r second priority liens on the assets of dfplio company.

We structure our mezzanine investsienitnarily as unsecured, subordinated loans ttwatigle for relatively high, fixed interest ra
that provide us with significant current interegtame. These loans typically have interest-onlynpants in the early years, with amortization
of principal deferred to the later years of the nagune debt. In some cases, we may enter into kbamsby their terms, convert into equity or
additional debt or defer payments of interest (deast cash interest) for the first few yearsrafier investment. Also, in some cases our
mezzanine debt will be collateralized by a subatiid lien on some or all of the assets of the @ro

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

In the case of our first and secaed senior loans and mezzanine debt, we tailotaimas 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 inclugenéintenance leverage covenants requiring a deiageeatio of debt to cash flow;
(if) 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 Bofig@atures, 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 geyirovisions 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 rightsammection with these equity interests, which majude demand and "piggyback" registration
rights.

Equity investments

Our equity investments may consigprefferred equity that is expected to pay dividems current basis or preferred equity that
does not pay current dividends. Preferred equibhergdly has a preference over common equity asstalilitions 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 anddyiigck" 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. Currertlyave board seats or board observation seats mtham 50% 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 capitaimecomplementary business activities and bestipesc

In addition to various risk managetamd monitoring tools, we intend to grade all lban a scale of 1 to 4. This system is intended
to reflect the performance of the borrower's bussnénhe collateral coverage of the loans and dttueors considered relevant.

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

MANAGERIAL ASSISTANCE

As a BDC, we will offer, and must pite upon request, managerial assistance to otfioporcompanies. This assistance could
involve, among other things, monitoring the op@nadi of our portfolio companies, participating irab 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 mémgeresources than we do. For example, some catmgeinay 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 thaRurthermore, 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 asd® assess investment risks and determine ajgaopricing for our investments in
portfolio companies. In addition, we expect tha thlationships of the members of Ares Capital Mangent's investment committees and of
the senior principals of Ares, will enable us tarfeabout, and compete effectively for, financipgartunities with attractive middle market
companies in the industries in which we seek testvFor additional information concerning the cetitjve risks we face, see "Risk
Factors—Risks Relating to our Business—We operagehighly 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 tharpose of acquiring and holding certain loans oatgd by us. On November 3, 2004, Ares
Capital CP entered
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into the Facility, pursuant to which Ares Capitd Gay obtain up to $150,000,000 in financing fréwa ¢onduits and institutional lenders.

The Facility allows Ares Capital GPigsue up to $150.0 million of VFCs. As part of facility, we are subject to limitations as to
how borrowed funds may be used including restmstion geographic concentrations, sector concemisgtloan size, payment frequency and
status, average life, collateral interests andstment ratings as well as regulatory restrictiomsewerage which may affect the amount of
VFC that we may issue from time to time. Therease certain requirements relating to portfoliofpamance, including required minimum
portfolio yield and limitations on delinquenciesdacharge-offs, violation of which could result hretearly amortization of the Facility and
limit further advances under the Facility and imsocases could be an event of default. Such liimitat requirements, and associated defined
terms are as provided for in the documents govgrttia Facility. The interest charged on the VF@ased on the commercial paper rate plus
1.25% and payable quarterly. As of December 31420 commercial paper rate was %. Hdmglity expires on November 2, 2005
unless extended prior to such date for an additi®®é day period with the consent of the lendeth# Facility is not extended, any principal
amounts then outstanding will be amortized ove# an@nth period through a termination date of Noventh 2007. Under the terms of the
Facility, we are required to pay a one-time 0.2%@acsuring fee and a 0.375% renewal fee on eatheofwo years following the closing date
of the Facility. Additionally, we are also requirtdpay a 0.175% commitment fee for any unusedguodf the Facility.

As of December 31, 2004, the prinkgraount outstanding under the Facility was $ illion and our asset coverage 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 indebtednessviatip the consummation of this offering.

STAFFING

We do not currently have any empleyaed do not expect to have any employees. Seméxessary for our business are provided
by individuals who are employees of Ares Capitahigement and Ares Administration, pursuant to ¢nms$ of the management agreement
and the administration agreement. Each of our dikecafficers described under "Management" is apleyee of Ares Administration and/
Ares Capital Management. Our day-to-day investrogetrations 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, ourdftent who will also serve on Ares Capital Managetsanvestment committee, Ares
Capital Management has 8 investment professionlaésfacus on origination and transaction developnasat monitoring of our investments.
See "Management—Investment Advisory and Managegrdement.” In addition, we will reimburse Ares Aidistration for our allocable
portion of expenses incurred by it in performirgyabligations under the administration agreemeuotuding rent and our allocable portion of
the cost of our officers and their respective staffee "Management—Administration Agreement.”

PROPERTIES

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

LEGAL PROCEEDINGS
Neither we nor Ares Capital Managetrar 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 Igsfe at as of October 8, 2004, the weighted averragestment grade of the debt in our
% (compwteda) the annual stated interest rate plus the
annual amortization of loan origination fees, araiissue discount and market discount on accroiags and debt, divided by (b) total loans

portfolio is

and debt at value). No loan origination fees ogiasl issue discount are currently included in parrtfolio.

and the weighted average yieldoéh debt is approximately

The following table describes eaclhef businesses included in our portfolio and otflelata as of December 31, 2004. We own less
than 15% of the equity of, and do not control afjttee businesses included in our portfolio. Weentb make significant managerial
assistance to our portfolio companies. We may veceghts to observe the meetings of our portfobmpanies' board of directors.

Name and Address of Portfolio
Company

Nature of Business

Type of Investment

Interest(1)

Maturity

Total
Value

Aircast, Inc.
92 River Road
Summit, NJ 07901

Berkline/BenchCraft Holdings LLC

One Berkline Drive
Morristown, TN

Billing Concepts, Inc. (BCI)
2700 Patriot Road, Suite 150
Glenview, IL 60025

Diversified Collection Services, Inc

(DCS)

333 North Canyons Pkwy.
Livermore, CA 94551
Esselte

FlexSol Packaging Corp.
1531 N.W. 12th Avenue
Pompano Beach, FL 33069

Foxe Basin CLO 2003, Ltd.

HB&G Building Products
P.O. Box 589
Troy, AL 36081

Hudson Straits CLO 2004, Ltd.

Mactec, Inc.

1105 Sanctuary Parkway, Suite 3C

Alpharetta, GA 30004

Mechanical Dynamics & Analysis

(MD&A)
29 British American Blvd.
Latham, NY 1211(

MINCS-Glace Bay, Ltd.

PHNS, Inc.

15851 Dallas Parkway, Suite 925

Addison, TX 75001

Qualitor, Inc.
24800 Denso Drive, Suite 255
Southfield, M| 4803¢

Reef Holdings, Inc.

9660 Chesapeake Drive
San Diego, CA 9212

[ ]

Manufacturer of orthopedic
braces, supports and vascula
systems

Furniture manufacturer and
distributor

Billing clearinghouse

Collections Services

Office supply products
Manufacturer of value-added
plastic films and flexible
packaging

Collateralized debt obligation

Synthetic and wood product
manufacturer

Collateralized debt obligation

Engineering and environment
consulting services

Steam power generator repail

Collateralized debt obligation

Information technology and
business process outsourcing
company

Supplier of aftermarket
components for the automotiv
and truck industrie

Shoe designer, marketer and
distributor

Developer and manufacturer
optical product:

Senior Secured Loan
Junior Secured Term Loan

Junior Secured Term Loan
Common Unit Warrants
Preferred Stoc

Senior Secured Loan
Senior Subordinated Loan
Series D Shares

Senior Secured Loan

Senior Secured Revolving Loan
Senior Subordinated Loan
Participating Preferred Stock

Senior Notes
Senior Secured Loan

Junior Secured Term Loan

Structured Finance Obligation
Mandatorily Redeemable
Preference Shart

Senior Subordinated Loan
Common Stock

Common Stock Warran
Structured Finance Obligation
Mandatorily Redeemable
Preference Shares

Common Stock

Senior Subordinated Loan
Common Stock Warrants

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

Senior Subordinated Loan

Senior Secured Loan
Junior Secured Term Loan

Senior Secured Loan
Common Stock
Common Stock Warran

Senior Subordinated Loan

52

Libor + 2.75%
Libor + 7.00%

Libor + 8.00%

Libor + 8.50%
14% cash, 4% PIK

Libor + 4.00%
Libor + 4.00%
12% cash, 3.75% PIK

7.625%

Libor + 3.25%
Libor + 7.00%

10% cash, 5% PIK

13% cash, 5% PIK

Libor + 5.00%

11.5% cash, 2.25% PIk

Libor + 4.00%

Libor + 7.00%

Libor + 8.50%

11% cash, 3% PIK

12/7/2010
6/7/2011

5/3/2012
3/26/2012

12/15/2005
6/15/2008
12/15/2013
1/8/2009
1/8/2009
7/8/2010
3/15/2011
12/31/2012
12/31/2012

12/15/2015

3/7/2011

3/7/2013

10/15/2016

3/29/2010
9/29/2013

7/20/2014

11/1/2011

12/31/2011

6/30/2012

12/21/2009

5/10/2012

12/30/2011




Shoes For Crews, LLC Safety footwear and slip- Senior Secured Loan Libor + 3.50% 7/6/2010
1400 Centerpark Blvd., Suite 310 resistant mats Senior Secured Revolving Loan Libor + 3.50% 7/6/2010
West Palm Beach, FL 33401

United Site Services, Inc. (USSI)  Portable restroom and site Junior Secured Term Loan Libor + 8.00% 6/30/2010
31 Middlesex Road, 2nd Floor services Senior Subordinated Loan 12% cash, 4% PIK 12/18/2010
Mansfield, MA 02048 Common Stock

Universal Trailer Corporation Livestock and specialty trailer Senior Secured Loan Libor + 4.00% 3/30/2007
11590 Century Blvd., Suite 103 manufacturer Senior Subordinated Loan 13.50% 9/30/2008
Cincinnati, OH 45246 Senior Secured Revolving Loan Libor + 4.00% 3/30/2007

Common Stock
Common Stock Warrants

5/15/2012
York Label Holdings, Inc. Consumer product labels Senior Subordinated Loan 10% cash, 4% PIK 2/16/2010
405 Willow Springs Preferred Stock 10%
Lane York, PA 17402 Common Stock Warrants 9/16/2012
1) All interest is payable in cash unless otherwiskdated.
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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 digdgted and qualified.

Directors

Information regarding the board akdiors is as follows:

Director Expiration

Name Age Position Since of Term
Interested Directors

Antony P. Ressle 44 Co-Chairman and Directc 200¢ 2007

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

Douglas E. Colthar 43 Director 200¢ 200¢

Robert L. Rosel 58 Director 200¢ 200¢

Eric B. Siege 46 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 is comprised oftiusiness segments, Saks Department Store Grdigh) wperates 241 departme
stores under various hameplates in 24 states aeedFfgh Avenue Enterprises, which operates Safth Bivenue luxury department stores
(62 stores in 26 states) and Off 5th Saks FifthrAseOutlet (53 stores in 23 states). Prior to j@risaks Incorporated Mr. Coltharp spent ten
years in the Corporate Finance Department of Bémnterica, most recently as Senior Vice Presidet laead of the Southeast Corpol
Finance Group headquartered in Atlanta. Mr. Cofifeolds a B.S. in Finance and Economics from Leklglversity in Bethlehem,
Pennsylvania and an M.B.A. from the Wharton Schdolyersity of Pennsylvania, in Philadelphia, Pejivenia.

Robert L. Rosen—Mr. Rosen currently serves as co-Managing PadhBolphin Domestic Fund Il, a diversified private
investment partnership that invests primarily iblaly-traded North American companies. In 1998, Rosen founded National Financial
Partners ("NFP"), an independent distributor oéificial services to high net worth individuals anth8 to medium-sized corporations. He
served as NFP's CEO from 1998 to 2000 and as a#i@an until January 2002. From 1987 to the preddntRosen has been CEO of RLR
Partners, LLC, a private investment firm with irgsts in financial services, healthcare, media anii-ndustry companies. From 1989 to
1993 Mr. Rosen was Chairman and CEO of Damon Catjoor, a leading healthcare and laboratory testargpany that was ultimately sold
to Quest Diagnostics. From 1983 to 1987, Mr. Rasas Vice Chairman of Maxxam Group. Prior to that, Mosen spent twelve years at
Shearson American Express in positions in researghstment banking and senior management, anivfoyears was Assistant to Sanford
Weill, the then Chairman and CEO of Shearson. MiséR holds an MBA in finance from NYU's Stern Sdhoo

Eric B. Siegel—Mr. Siegel is a Director and Chairman of the ExtaeuCommittee of El Paso Electric Company, an NY#iBlicly
traded utility company. Since 1995, Mr. Siegel hasn a business consultant, and is currently a reeailihe Board of Directors of Kerzner
International Limited, an NYSE publicly traded coamy that develops and operates destination cassants, luxury resort hotels and gamr
properties worldwide. He is the Chairman of the hadd Compensation Committees at Kerzner Intesnati Mr. Siegel is a retired limited
partner of Apollo Advisors, L.P. and Lion AdvisotsP. Mr. Siegel is also a member of the Board mfstees of the Marlborough School,
where he also serves as Finance Chair, a memitiee &oard of Directors and Treasurer of the Friesfdbe Los Angeles Free Clinic and a
board member and Vice-President, Finance, of RelpBisoadway's Best, a non-profit theatre organiratMr. Siegel holds his Bachelor of
Arts degree Summa Cum Laude and law degree Ordbedtoif from the University of California at Lésgeles.

Interested directors

Antony P. Ressle—Mr. Ressler founded Ares in 1997 and serves irAtfes Private Equity Group and as a Senior Adviedhe
Ares Capital Markets Group. Mr. Ressler also seagean Investment Committee member on all AresfuRdor to that, he was a co-founder
of Apollo Management, L.P. in 1990 where he overaad led capital markets activities from inceptionil 2001, focusing particularly on
distressed and private equity investment oppolgsdriginating as a

55




result of day-to-day involvement in the capital kets. Prior to 1990, Mr. Ressler served as a S&figa President in the High Yield Bond
Department of Drexel Burnham Lambert Incorporateith responsibility for the New Issue/Syndicate Redr. Ressler serves on several
boards of directors including: Allied Waste Indiest Inc., Samsonite Corporation and several gFicampanies. Mr. Ressler also serves on
the Board of Directors of the Alliance for ColleBeady Public Schools, as well as the Board of €rssbf the Center for Early Education.
Mr. Ressler is also one of the founding membetth®Board of Directors of the Painted Turtle Cathp, Southern California chapter of The
Hole in the Wall Gang Camps created to serve drildiealing with chronic and life threatening illses by creating memorable, old-
fashioned camping experiences. Mr. Ressler recéiieBSFS from Georgetown University's School ofdign Service and received his
MBA from Columbia University's Graduate School afdhess. Antony P. Ressler is an "interested péxsfdhe Company as defined in
section 2(a)(19) of the 1940 Act because he iderirtvestment committee of Ares Capital ManagenthetCompany's investment adviser,
and is a member of Ares Partners Management ComgdaBythe parent of Ares Management, LLC, the mamagnember of the investment
advisor.

Bennett Rosenthal—Mr. Rosenthal is a founding member of Ares andesim the Ares Private Equity Group and as a Senior
Advisor to the Ares Capital Markets Group. Sinc889Mr. Rosenthal has also overseen all of Aregzamgine debt investments. Prior to
joining Ares, Mr. Rosenthal was a Managing Diredtothe Global Leveraged Finance Group of Merrithch and was responsible 1
originating, structuring and negotiating many leagad loan and high yield financings. Mr. Rosentiad also a senior member of Merrill
Lynch's Leveraged Transaction Commitment Committie transaction experience is both acquisition @otacquisition 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 graddagumma cum laude with a BS in Economics fronlthiersity 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 investrr
adviser, and is a member of Ares Partners Manage@mnpany LLC, the parent of Ares Management, Ltie, managing member of the
investment advisor.

Executive officers who are not directors

Michael J. Arougheti—Mr. Arougheti joined Ares in May 2004. Prior taathitime, 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 investavr.. Arougheti joined Royal Bank of Canada in OctoB@01 from Indosuez Capital, where
he was a Principal, responsible for originatingj&uring and executing leveraged transactionssacadoroad range of products and asset
classes. Mr. Arougheti sat on the firm's Investnm@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., whkeeswas a member of the firm's
Mergers and Acquisitions Group advising clientsamnious industries, including natural resourcesyrptaceuticals and consumer products.
Mr. Arougheti has extensive experience in leverdgehce, including senior bank loans, mezzanir# dad private equity. He has worked
on a range of transactions for companies in thewmer products,
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manufacturing, healthcare, retail and technologigtries. Mr. Arougheti received a B.A. in EthiPsalitics and Economics, cum laude, from
Yale University.

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 ha&svin 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 treasiskymanagement and on mortgage-backed securitéesther types of structured
financing. Mr. Nguyen graduated with a BS in Acctinig from the University of Southern California'aventhal School of Accounting and
received his MBA in Global Business from Pepperdiméversity's Graziadio School of Business and Mgmaent. Mr. Nguyen also studied
European business environment at Oxford Univeisifgngland as part of the MBA curriculum. Mr. Nguyis a Certified Public Accountant.

Kevin A. Frankel— Mr. Frankel joined Ares as General Counsel in ApBi03. From 2000 to 2002, Mr. Frankel was with
RiverOne, Inc., a company providing supply chaimagement software and services, most recently @siSéice President—Business
Development and General Counsel. From 1995 to 2000-rankel was with Aurora National Life Assur@Company, 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 secumgtiesp 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 co-founder of Ares and was assediaith Lion Advisors, L.P. from 1991 to 1997, waer
Ms. Hooper worked as a senior credit analyst gpgtiag in both portfolio management and stratédg. Hooper functions as a senior
investment analyst in the Capital Markets Group iaralso the Director of Investor Relations forAtes funds. From 1987 until 1991,
Ms. Hooper was with Columbia Savings and Loan, masntly as Vice President in the Investment Manant Division. Ms. Hooper
serves on the executive and investment boards ddiSeSinai Medical Center in Los Angeles. Ms. Hogpaduated from the University of
California at Los Angeles (UCLA) with a BA in Matimatics and received her MBA in Finance from UCLAfglerson School of
Management.

INVESTMENT COMMITTEE

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

Name Age Position

Antony P. Ressler 44 Co-Chairman and Director of the
Company, Member of Investment
Committee

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

John Kissick 63 Member of Investment Committt

David Sach: 45 Member of Investment Committe

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

Investment Committe
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The address for each member of Aigsit@l Management's investment committee is c/s Arapital Corporation, 1999 Avenue of
the Stars, Suite 1900, Los Angeles, California, 8200

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

John Kissick —Mr. Kissick, is a founding member of Ares and ssrin Ares' Private Equity Group as well as a Sevdvisor to
all funds in Ares' Capital Markets Group. Mr. Kidsialso serves on the Investment Committee foAtles Corporate Opportunities Fund.
Mr. Kissick is also a co-founder of Apollo Managaeme..P. Mr. Kissick has been associated with Apaihce its inception and was a
member of the original siksember management team. Together with Mr. ReddleKissick oversaw and led the capital marketé$vétets of
Apollo Management, L.P. and Lion Advisors. L.P.nfrd990 until 2002, particularly focusing on higlelg bonds, leveraged loans and other
fixed income assets. Prior to 1990, Mr. Kissickvseras a Senior Executive Vice President of Dr&whham Lambert, where he began in
1975, eventually heading its Corporate Finance Bamt. Mr. Kissick serves on the boards of theaedinai Medical Center in Los
Angeles, the Stanford University Graduate Scho@udiness and the Fulfillment Fund which helps ecoically disadvantaged kids gradu
from high school and college through mentoring athetr programs. Mr. Kissick graduated from Yalewdnsity with a BA in Economics ar
with highest honors from the Stanford Business 8thith an MBA in Finance.

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. Since Ares' inception in 1997, Mr. Sadds ¢éverseen and led Ares' high yield
bond and leveraged loan investment activities. F188v until 1997, Mr. Sachs was a principal of ORgrtners, Inc. specializing in merch
banking and related capital raising activitieshia mezzanine debt and private equity markets fddheimarket companies. From 1990 to
1994, Mr. Sachs was employed by Taylor & Co., aeatiment manager providing investment advisoryamulting services to members of
the Bass Family of Fort Worth, Texas. From 1984960, Mr. Sachs was with Columbia Savings and LAsspciation, most recently as
Executive Vice President, responsible for all afiability management as well as running the InvestbiManagement Department. Mr. Sg
serves on the Board of Directors of Terex CorporatMr. Sachs graduated from Northwestern Univessith a BS in Industrial Engineering
and Management Science.

OTHER INVESTMENT PROFESSIONALS

R. Kipp deVeer— Mr. deVeer joined Ares in July 2004 and serves Bknaging Director in the Private Debt Group of é\re
Management LLC. Before Ares Mr. deVeer was a padh@&BC Capital Partners in the Principal Fina@ceup, the firm's middle market
financing and principal investment business. M eker joined RBC in October 2001 from the merchamtking group of Indosuez Capital.
At RBC Capital Partners and Indosuez Capital, Mk eker was responsible for originating, structurismggd executing senior and subordinated
debt investments in middle market buyouts and adfippris. In addition, Mr. deVeer was responsibleifivesting the firm's capital in private
equity transactions. Previously, Mr. deVeer workéed.P. Morgan & Co., both in a Special Investntaentd of J.P. Morgan Investment
Management, Inc. and the Investment Banking DiniibJ.P. Morgan Securities, Inc. Mr. deVeer reedia B.A. from Yale University and
an M.B.A. from Stanford University's Graduate SdhafdBusiness.

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

COMMITTEES OF THE BOARD OF DIRECTORS
Audit committee

The members of the audit committeeMessrs. Coltharp, Rosen and Siegel, each of vikamlependent for purposes of the 1940
Act and The NASDAQ National Market corporate goree regulations. Mr. Coltharp serves as chairnfisimecaudit 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, reviewhiegtdependence 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 amiimittee 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, Rosen and Siegel, eaghah is independent for purposes of the
1940 Act and The NASDAQ National Market corporateernance regulations. Mr. Siegel serves as chaiwhthe nominating committee.
The nominating committee is responsible for setegtiesearching and nominating directors for ebachly our stockholders, selecting
nominees to fill vacancies on the board or a cotemibf the board, developing and recommendingedotdard a set of corporate governance
principles and overseeing the evaluation of thedaad our management.

Compensation committee
We do not have a compensation coremitecause our executive officers do not receiyalaact compensation from us.
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COMPENSATION TABLE

The following table shows informatimyarding the compensation to be received by itleetdrs for the calendar year ending
December 31, 2004. No compensation is paid to ireevho are "interested persons."

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

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 reimsborent of reasonable out-of-pocket
expenses incurred in connection with attending eachmittee meeting. In addition, the Chairman ef Audit Committee receives an annual
fee of $5,000 and each chairman of any other coteenfeceives an annual fee of $2,000 for theirtamdil services in these capacities. In
addition, we will purchase directors' and officdiedility 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 struatfitkee investments we make (including performing diligence on our
prospective portfolio companies);

. closes and monitors the investments we make; and

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

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

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

The base management fee is calculgtad annual rate of 1.5% of our total assete(dtian cash or cash equivalents but including
assets purchased with borrowed funds). For servegetered under the investment advisory and manaigeagreement during the period
commencing from October 8, 2004 through and inclgddecember 31, 2004, the base management fegablpanonthly in arrears. For
services rendered under the investment advisonnarmhgement agreement after that time, the basegearent fee is payable quarterly in
arrears. Until January 1, 2005, the base managdieemas calculated based on the initial valueunftotal assets after giving effect to the
purchase of the Portfolio (other than cash or eaghvalents but including assets purchased withol@d funds). Subsequently, the base
management fee is calculated based on the aveahge of our total assets (other than cash or casivaents but including assets purchased
with borrowed funds) at the end of the two mosengly completed calendar quarters, and appropyiaidjusted for any share issuances or
repurchases during the current calendar quartee Benagement fees for any partial month or quaiteloe appropriately pro rated.

The incentive fee has the followingtparts:

One part is calculated and payabketguly in arrears based on our pre-incentive fd@nvestment income. Pre-incentive fee net
investment income means interest income, dividandrme and any other income (including any othes {ether than fees for providing
managerial assistance), such as commitment, otiginatructuring, diligence and consulting feestirer 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, andrd@sest expense and dividends paid on any outstgmpreferred stock, but excluding the
incentive fee). Pre-incentive fee net investmeoabdime 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 dividemand 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 meadoes not include any realized capital gainsizezhcapital losses or unrealized capital
appreciation or depreciation. Because of the siraeatf 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-inivenfee net investment income in excess of thelbuate for a quarter, we will pay the
applicable incentive fee even if we have incurrédalsa in that quarter due to realized and unre@léapital losses.

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

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

. 100% of our pre-incentive fee net investment incavite respect to that portion of such pre-incenfige net investment
income, if any, that exceeds the hurdle rate blgss than 2.50% in any calendar quarter (10% dizedy We refer to this
portion of our pre-incentive fee net investmenbime (which exceeds the hurdle rate but is less 2t0P6) as the "catch-up.”
The "catch-up" is meant to provide our investmetiser with 20% of our pre-incentive fee net invesht income as if a
hurdle rate did not apply if this net investmerdame exceeds 2.50% in any calendar quarter; and

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

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

The second part of the incentiveifegetermined and payable in arrears as of theo€adch calendar year (or upon termination of
the investment advisory and management agreenwaf,the termination date), commencing with thegdhr year ending on December 31,
2004, and will equal 20.0% of our realized capifaihs for the calendar year, if any, computed hetlaealized capital losses and unrealized
capital depreciation for such year; provided thatihcentive fee determined as of December 31, 280%e calculated for a period of shor
than twelve calendar months to take into accountraealized capital gains computed net of all realizapital losses and unrealized capital
depreciation for the period ending December 314200

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

Assumption:

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

Alternative 1
Additional Assumption

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

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

Alternative 2
Additional Assumption

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

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

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

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

= 0.125%

Alternative 3
Additional Assumption

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

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

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

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

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

= 0.50% + 0.085%



= 0.585%

(1)

)
®)

(4)

The hypothetical amount of pre-incentive fee neegitment income shown is based on a percentaggaphiet 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).

Represents 8.0% annualized hurdle rate.

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

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

Alternative 1

Assumption:
. Year 1: $20 million investment 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

Assumption:
. 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
Assumption:

. 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
Assumption:

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

Pursuant to the terms of the admiaigtn agreement, Ares Administration 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 , 2005, three-month LIBOR was approtétya  %. We are obligated to repay this amptagether with accrued interest (a) if
during any four calendar quarter period ending oafter the one year anniversary of the closinthefoffering, the sum of (i) our aggregate
distributions to our stockholders and (ii) our charn net assets (defined as total assets leshtauleess) equals or exceeds 7.0% of our net
assets at the beginning of such period (as adjtistexhy share issuances or repurchases) or (b) apoliquidation.

As a result of regulatory restricpme are not permitted to invest in any portfalianpany in which Ares or any affiliate currently
has an investment. However, we intend to applyafoexemptive order from the SEC that would permjtsubject to certain terms and
conditions, to co-invest with funds managed by Amher than ACOF). Assuming receipt of a favoraitemptive order from the SEC, we
anticipate that, subject to certain terms and dand, funds managed by Ares (other than ACOF) nminvest in the same portfolio
companies as the Company due to similarities itaceof their investment strategies. Such co-inwestts will be on terms and conditions
that are the same in all material respects, subjettie availability of capital for investment dretpart of the Company and each such Ares
fund and certain other considerations. There iagsurance that the application for exemptive rali#fbe granted by the SEC. Accordingly,
we cannot assure you that the Company will be gerdhto co-invest with funds managed by Ares.

On September 16, 2004, we enteredantagreement with Royal Bank of Canada andfilsaéds ("RBC"), which is affiliated with
RBC Capital Markets Corporation, one of our undéexs, whereby we agreed to pay $250,000 to RB&tire a right to purchase the
October Portfolio. Following the completion of d®O on October 8, 2004, we exercised our rightuieipase
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substantially all of the assets in the OctoberfBliotfrom RBC for approximately $122.3 million. Wrirchased additional assets originally
included in the October Portfolio from RBC for appimately $18.5 million on November 3, 2004.

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

As of December 31, 2004, there war@ersons that owned 25% or more of our outstanditigg securities, and no person would

be deemed to control us, as such term is definéakin940 Act.

The following table sets forth, asDefcember 31, 2004, certain ownership informatidth vespect 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

Ares Management LLC(2) 666,66° 6.C%

1999 Avenue of the Stars, Suite 1900

Los Angeles, California 900€

Entities affiliated with Duke Buchan I11(3) 658,41 5.2%

485 Madison Avenue, 2% Floor

New York, New York 1002.

Entities affiliated with Robert H. Alpert(4) 595,70( 5.4%

780 Third Avenue, 48 Floor

New York, New York 1001’

All officers and directors as a group

(9 persons)(5 666,66" 6.C%

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 quensons with the Securities and Exchange Commmissid 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 11,066,667 shares outstanding on Dece&hp2004.

(2)  Ares Partners Management Company LLC and its whmliped subsidiary, Ares Management, Inc., the manafgkres Managemel
LLC, are the only members of Ares Management LL&cHeof Ares Management, Inc. and Ares Partners §iemant Company LLC
disclaims beneficial ownership of all shares of A@apital common stock owned by Ares Management.LLC
Antony P. Ressler is the manager of Ares Partnemsadgement Company LLC. Under applicable law, MsdRe and his spouse may
be deemed to be beneficial owners of the secuntiesed of record by Ares Capital Management LLGristue of such status. Each
Mr. Ressler and Mr. Ressler's spouse disclaimsfiogaleownership of all shares of Ares Capital coomstock owned by Ares Capi
Management LLC.

3) Hunter Global Investors Fund | L.P., Hunter Glolmalestors Fund Il L.P., Hunter Global Investorssbffre Fund Ltd., a Cayman

Islands exempted company and Hunter Global Invesdéishore Fund Il Ltd., a Cayman Islands exemptedpany hold a portion of
these shares. Duke Buchan 11l (a) is the managiemiber of Hunter Global Associates L.L.C., a Delanamited liability company
that is the general partner of Hunter Global Ineestund | L.P. and Hunter
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Global Investors Fund Il L.P. and (b) controls Ham&lobal Investors L.P., a Delaware limited paighé that is the investment
manager of Hunter Global Investors Fund | L.P., tduGlobal Investors Fund Il L.P., Hunter Globaldstors Offshore Fund Ltd. a
Hunter Global Investors Offshore Fund II Ltd.

(4) Atlas Capital (Q.P.), L.P. ("Atlas QP") holds 27341of these shares, Atlas Capital Master Fund, !Alas Master") holds 312,747
of these shares, and Atlas Capital ID Fund, L.Rtl§5s ID") holds 3,759 of these shares. Atlas Gdaptanagement, L.P. ("ACM") is
the general partner of Atlas QP, Atlas Master atldsAID. RHA, Inc. is the general partner of ACMobiert H. Alpert is the President
of RHA, Inc. In the foregoing capacities, ACM, RHIfc. and Mr. Alpert may each be deemed to bert&ect beneficial owner of
the shares of Common Stock beneficially owned HasAQP, Atlas Master and Atlas ID.

(5) The address for all officers and directors is cfesACapital Corporation, 1999 Avenue of the Stawste 1900, Los Angeles, Califor
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 irstmment 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
Robert L. Rosel none
Eric B. Siege none

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

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

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

The net asset value per share obatstanding shares of common stock 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 oy 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 amesdtvidend in cash by notifying Computershare btoe Services, LLC, the plan
administrator and our transfer agent and regisimagyiting so that such notice is received by pten 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 not less than 10 daysipid the record date, the plan administrator wiktead of crediting shares to the participe
account, issue a certificate registered in the@pant's name for the number of whole shares ofcommon stock and a check for any
fractional share.

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

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

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

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

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

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

The following discussion is a genet@nmary of the material U.S. federal income taxstaerations applicable to us and to an
investment in our shares. This summary does ngigsuto be a complete description of the incomecxsiderations applicable to such an
investment. For example, we have not describeddagequences that we assume to be generally knpwvdstors or certain considerations
that may be relevant to certain types of holdebjes to special treatment under U.S. federal inedax laws, including stockholders subject
to the alternative minimum tax, tax-exempt orgatiies, insurance companies, dealers in securjiErssion plans and trusts, and financial
institutions. This summary assumes that investold ur common stock as capital assets (withimtieaning of the Code). The discussion is
based upon the Code, Treasury regulations, andnéstrative and judicial interpretations, each athefdate of this prospectus and all of
which are subject to change, possibly retroactiwelyich could affect the continuing validity of shiliscussion. We have not sought and will
not seek any ruling from the Internal Revenue 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 intend to elect to keated as a RIC under Subchapter M of the Code.RA€awe generally will not pay corporate-
level federal income taxes on any ordinary incomeapital gains that we distribute to our 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.€., 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 witbrued interest, (a) if during any four calengiaarter period ending on or after the one
year anniversary of the closing of the offerings #ftum of (i) our aggregate distributions to oucktmlders and (ii) our change in net as:
(defined as total assets less indebtedness) eguakseeds 7.0% of our net assets at the begimfiagch period (as adjusted for any share
issuances or repurchases) or (b) upon our liguidaBecause this obligation to our investment aioes not have a fixed maturity date, it
may be treated as an equity investment ratherdebhfor federal income tax purposes. If a distidiuby a corporation on equity is viewed
as preferential for federal income tax purposesilitnot qualify for purposes of the Annual Diditition Requirement and may cause other
dividend distributions by the corporation not ttis# this requirement, which may cause the corpananot to be treated as a RIC. A
distribution is not viewed as preferential if itmeade pursuant to the RIC's organizing documentgai@zing documents are documents that
fix the rights and obligations between a RIC as&Hareholders and that are approved by a magrttye RIC's board of directors. We
believe that the agreement providing for the repaynof our obligation to our investment adviserjchhhas been approved by a majority of
our board of directors, will be viewed as an orgargg document, and therefore, even if this oblyatvere treated as an equity investment,
the payments to the investment adviser in resfestiah obligation will not be viewed as preferehtiad 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 federaldme 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, outirrary income plus realized net short-term capjths in excess of realized net long-
term capital losses, reduced by deductible expgmgbde taxable as ordinary income to U.S. stamklers 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 individuasd attributable to dividends from U.S. corporasiamd certain qualified foreign
corporations, such distributions generally willddigible for a maximum tax rate of 15%. In this aegj, 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" weltéxable to a U.S. stockholder as long-term chgéims, at a maximum rate of 15% in the
case of non-corporate U.S. stockholders, regardietfee U.S. stockholder's holding period for sy or its common stock and regardless of
whether paid in cash or reinvested in additionahicmn stock. Distributions in excess of our earniagd profits first will reduce a U.S.
stockholder's adjusted tax basis in such stockihsldemmon stock and, after the adjusted basedigaed to zero, will constitute capital ga
to such U.S. stockholder.

Although we currently intend to distite any long-term capital gains at least annuaily may in the future decide to retain some or
all of our long-term capital gains, but designdte tetained
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amount as a "deemed distribution." In that caseranother consequences, we will pay tax on thémedeamount, each U.S. stockholder will
be required to include his, her or its share ofdbemed distribution in income as if it had beematy distributed to the U.S. stockholder, i
the U.S. stockholder will be entitled to claim adit equal to his, her or its allocable share eftdx paid thereon by us. The amount of the
deemed distribution net of such tax will be addethe U.S. stockholder's tax basis for his, hétsocommon stock. Since we expect to pay
tax on any retained capital gains at our regulgp@ate tax rate, and since that rate is in exaE®e maximum rate currently payable by
individuals on long-term capital gains, the amoofrtiax that individual stockholders will be treataslhaving paid and for which they will
receive a credit will exceed the tax they owe anréftained net capital gain. Such excess generallybe claimed as a credit against the U.S.
stockholder's other federal income tax obligationmay be refunded to the extent it exceeds a btdkr's liability for federal income tax. A
stockholder that is not subject to federal incomedr otherwise required to file a federal incorpe teturn would be required to file a federal
income tax return on the appropriate form in otdeslaim a refund for the taxes we paid. In oraeutilize the deemed distribution approach,
we must provide written notice to our stockholdgrisr to the expiration of 60 days after the clo§éhe relevant taxable year. We cannot’
any of our investment company taxable income akearhed 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 liabgkt 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) wieetihe Annual Distribution Requirement is satisfiedany year and (2) the amount of capital
gain dividends paid for that year, we may, undetaie circumstances, elect to treat a dividend ihatid during the following taxable year
if it had been paid during the taxable year in ¢joas|f we make such an election, the U.S. stotdkdaowill still be treated as receiving the
dividend in the taxable year in which the distribatis made. However, any dividend declared bynuSdtober, 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 Wil subject to tax on the distribution even thoiigépresents 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@trerwise, it would be classified as short-termitzh gain or loss. However, any capital loss
arising from the sale or disposition of shareswf@mmon stock held for six months or less wilttsated as long-term capital loss to the
extent of the amount of capital gain dividends e, or undistributed capital gain deemed receivéth respect to such shares. In addition,
all or a portion of any loss recognized upon aak#on of shares of our common stock may be disat if other shares of our common
stock are purchased (whether through reinvestnfatistributions or otherwise) within 30 days befareafter the disposition.

In general, non-corporate U.S. stotltérs 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
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realized net short-term capital loss for a taxaleler, including a long-term capital gain deriveghfran investment in our shares). Such rate is
lower than the maximum rate on ordinary incomeently payable by individuals. Corporate U.S. stadlbrs currently are subject to federal
income tax on net capital gain at the maximum 388 that also applies to ordinary income. Non-cagostockholders with net capital
losses for a year (i.e., capital losses in excksaptal gains) generally may deduct up to $3,608uch losses against their ordinary income
each year; any net capital losses of a non-corpatatkholder in excess of $3,000 generally magaoeed forward and used in subsequent
years as provided in the Code. Corporate stockielgienerally may not deduct any net capital lofsea year, but may carry back st

losses for three years or carry forward such lokwefve years.

We will send to each of our U.S. &toalders, as promptly as possible after the erghoh calendar year, a notice detailing, on a per
share and per distribution basis, the amounts dilzlel 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, eligidfbr the 15% maximum rate). Distributions may discsubject to additional state, local and
foreign taxes depending on a U.S. stockholdertcpdar situation. The Company's ordinary incomédinds, but not capital gains divider
to corporate stockholders, may, if certain condgiare met, qualify for the 70% dividends receisieduction 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 ineaimthe IRS and to respond to notices to thateffen individual's taxpayer identification
number is his or her social security number. Anyant withheld under backup withholding is allowedsacredit 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 recently promulgated Treasegutations, if a stockholder recognizes a loss vé#tpect to shares of $2 million or more for a
non-corporate stockholder or $10 million or more farcaporate stockholder in any single taxable yerna(greater loss over a combinatior
years), the stockholder must file with the IRS scliisure statement on Form 8886. Direct stockhsldéportfolio securities are in ma
cases excepted from this reporting requirementubder current guidance, stockholders of a RIhateexcepted. Future guidance may
extend the current exception from this reportimguieement to stockholders of most or all RICs. Tdxt that a loss is reportable under these
regulations does not affect the legal determinatiowhether the taxpayer's treatment of the loggaper. Recent legislation imposes
significant monetary penalties for failure to cosnplith this reporting requirement. States may #lave a similar reporting requirement.
Stockholders should consult their tax advisorsetienine the applicability of these regulationsight of their individual circumstances.

TAXATION OF NON-U.S. STOCKHOLDERS

Whether an investment in the shasegppropriate for a Nob-S. stockholder will depend upon that person'ti@4ar circumstance
An investment in the shares by a Non-U.S. stocldratday have adverse tax consequences. Non-U.&hstders should consult their tax
advisers before investing in our common stock.
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Distributions of our "investment coamy taxable income" to Non-U.S. stockholders (idirlg interest income and net short-term
capital gain, which generally would be free of witihding if paid to Non-U.S. stockholders directyill be subject to withholding of U.S.
federal income tax at a 30% rate (or lower ratevigledd by an applicable income tax treaty) to thieeof our current and accumulated
earnings and profits unless the distributions #fiexctvely connected with a U.S. trade or busingsthe Non-U.S. stockholder, and, if an
income tax treaty applies, are attributable torana@ent establishment in the United States of the-N.S. stockholder, in which case the
distributions will be subject to federal income &bthe rates applicable to U.S. persons. In thsg cwe will not be required to withhold
federal tax if the Non-U.S. stockholder complieshwdpplicable certification and disclosure requiesits. Special certification requirements
apply to a Non-U.S. stockholder that is a foreigntpership or a foreign trust, and such entitiesuaged to consult their own tax advisers.

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

If we distribute our net capital gain the form of deemed rather than actual distidims (which we may do in the future), a Non-
U.S. stockholder will be entitled to a federal inetax 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 federatdome tax return. For a corporate Non-U.S. stockdmwldistributions (both actual and
deemed), and gains realized upon the sale of oummmn stock that are effectively connected with 8.Wrade or business may, under certain
circumstances, be subject to an additional "braomofits tax" at a 30% rate (or at a lower raterd\ypded for by an applicable income tax
treaty).

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

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

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

FAILURE TO QUALIFY AS ARIC

If we were unable to qualify for tteeent as a RIC, we would be subject to tax onfadiuv taxable income at regular corporate rates.
We would not be able to deduct distributions taktmlders, nor would they be required to be madstributions would generally be taxable
to our stockholders as ordinary dividend incomgikle for the 15% maximum rate to the extent of cunrent and accumulated earnings and
profits. Subject to certain limitations under thedg, corporate distributees would be eligible Far dividends received deduction.
Distributions in excess of our current and accunealaarnings and profits would be treated firsa asturn of capital to the extent
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of the stockholder's tax basis, and any remainisgilutions would be treated as a capital gainvdfwere to fail to meet the RIC
requirements in our first taxable year or, withpexd to later years, for more than two consecwtears, and then to seek to requalify as a
we would be required to recognize gain to the eb@&€any unrealized appreciation in our assetsaswee made a special election to pay
corporate-level tax on any such unrealized apptieciaecognized during the succeeding 10-year gerio
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DESCRIPTION OF OUR STOCK

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

STOCK

Our authorized stock consists of 000,000 shares of stock, par value $0.001 per sabuef which are currently designated as
common stock. Our common stock is quoted on The DIAS National Market under the symbol "ARCC." On dary 11, 2005, the last
reported sales price of our common stock on The DIASQ National Market was $18.25 per share. Therenareutstanding options or
warrants to purchase our stock. No stock has bethrodzed for issuance under any equity compensatians. Under Maryland law, our
stockholders generally are not personally liableofar debts or obligations.

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

Common Stock

All shares of our common stock hageat rights as to earnings, assets, dividends atidgzand, when they are issued, will be duly
authorized, validly issued, fully paid and nonasabte. Distributions may be paid to the holderswfcommon stock if, as and when
authorized by our board of directors and declagedshout of funds legally available therefor. 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 afaitlation, dissolution or winding up of Ares Capjteach share of our common stock would
be entitled to share ratably in all of our asse#s 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 ¥oi@ of stockholders, including the election ofdiiors. 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.

Preferred Stock

Our charter authorizes our boardiggalors to classify and reclassify any unissueatesh of stock into other classes or series of ¢
including preferred stock. Prior to issuance ofrehaf each class or series, the board of diregoequired by Maryland law and by our
charter to set the terms, preferences, conversiother rights, voting powers, restrictions, linib@s as to dividends or other distributions,
qualifications and terms or conditions of redempfior each class or series. Thus, the board otidire could authorize the issuance of shares
of preferred stock with terms and conditions ttaild have the effect of delaying, deferring or Eneting a transaction or a change in control
that might involve a premium price for holders of @ommon stock or otherwise be in their best agerYou should note, however, that any
issuance of preferred stock must comply with tlggir@ments of

83




the 1940 Act. The 1940 Act requires, among othiegh) that (1) immediately after issuance and keeémy dividend or other distribution is
made with respect to our common stock and befoyegpanchase of common stock is made, such prefetak 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 stibehy are issued, must be entitled as a class
to elect two directors at all times and to elentgority of the directors if dividends on such greéd 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 separatedynfthe holders of common stock on a proposal tsecegerations as a BDC. We believe
that the availability for issuance of preferredc&tavill provide us with increased flexibility inrstcturing 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) actuateipt of an improper benefit or profit in
money, property or services or (b) active and @etite dishonesty established by a final judgmebeasy material to the 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 presor 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 jenture, trust, employee benefit plan or
other enterprise as a director, officer, partnerustee, from and against any claim or liabiliiythich 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 pedo®y. The charter and bylaws also permit us tenmuify and advance expenses to any
person who served a predecessor of us in any afaacities described above and any of our empsogeagents 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,fail, gross negligence or reckless disregarth@fduties involved in the conduct of his or
her office. In addition to the indemnification pided for in our bylaws, prior to the completiontbis offering we also intend to enter into
indemnification agreements with each of our cureamtt future directors and officers and with memioémsur investment adviser's investm
committee. The indemnification agreements attemptrovide these directors and senior officers tiagimum indemnification permitted
under Maryland law and the 1940 Act. The agreemamtgide, among other things, for the advanceméakpenses and indemnification for
liabilities incurred which such person may incurrbgson of his status as a present or former directofficer or member of our investment
adviser's investment committee in any action oceeding arising out of the performance of such@essservices as a present or former
director or officer or member of our investmentigdy's investment committee.

Maryland law requires a corporatianléss its charter provides otherwise, which 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 a party by reason of
his or her service in that capacity. Maryland laavrpits a corporation to indemnify its present amminfer directors and officers, among oth:
against judgments, penalties, fines, settlemerds@amsonable expenses actually incurred by theroninection with any proceeding to which
they may be made a party by reason of their
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service in those or other capacities unless istatdished that (a) the act or omission of theatlineor officer was material to the matter giving
rise to the proceeding and (1) was committed infadt or (2) was the result of active and delibedishonesty, (b) the director or officer
actually received an improper personal benefit anay, property or services or (c) in the case gfaminal proceeding, the director or
officer had reasonable cause to believe that theraamission was unlawful. However, under Maryldan, a Maryland corporation may not
indemnify for an adverse judgment in a suit byrothie right of the corporation or for a judgmentiability on the basis that a personal
benefit was improperly received, unless in eitteseca court orders indemnification, and then oofyekpenses. In addition, Maryland law
permits a corporation to advance reasonable exp@asedirector or officer upon the corporatior'saipt of (a) a written affirmation by the
director or officer of his or her good faith beltbat he or she has met the standard of conduessary for indemnification by the corporation
and (b) a written undertaking by him or her or @mdr her behalf to repay the amount paid or reirséd by the corporation if it is ultimately
determined that the standard of conduct was nat 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 gfii@xy contest or otherwise. These provisions apeebted to discourage certain coercive
takeover practices and inadequate takeover bidscagacourage persons seeking to acquire contnas ¢d negotiate first with our board of
directors. We believe that the benefits of theswigions outweigh the potential disadvantages sé¢aliraging any such acquisition proposals
because, among other things, the negotiation df pumposals may improve their terms.

Classified board of directors

Our board of directors is dividedoitihree classes of directors serving staggereeé-ygar terms. The initial terms of the first, seton
and third classes will expire in 2005, 2006 and7208spectively. Beginning in 2005, upon expiratidrtheir current terms, directors of each
class will be elected to serve for 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 éimequired to elect a majority of a classified looafr 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 majoritytlof outstanding shares of stock entitled to vote
in the election of directors will be required ted a director. Pursuant to the charter, our bo&directors may amend the bylaws to alter the
vote required to elect directors.

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 ewafldirectors. However, unless our
bylaws are amended, the number of directors magmes less than four nor more than eight. Our ehg@rovides that, at such time as we
have three independent directors and our commak saegistered under the Exchange Act, we etebetsubject to the provision of
Subtitle 8 of Title 3 of the Maryland General Coration Law regarding the filling of vacancies oe thoard of directors. Accordingly, at st
time,
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except as may be provided by the board of diredtosetting the terms of any class or series dfgpred stock, any and all vacancies on the
board of directors may be filled only by the affative vote of a majority of the remaining directoroffice, even if the remaining directors
do not constitute a quorum, and any director etetidill a vacancy will serve for the remaindertbé full term of the directorship in which
the vacancy occurred and until a successor iseglentd qualifies, subject to any applicable reguoinets 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 bet @ashe election of directors.

Action by stockholders

Under the Maryland General Corporatiaw, stockholder action can be taken only atrarual 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-rexjed special meeting of stockholders discussedwp@hay 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, nominatidnsecsons for election to the board of
directors and the proposal of business to be ceraidby stockholders may be made only (1) pursioamr notice of the meeting, (2) by the
board of directors or (3) by a stockholder whoriiteed to vote at the meeting and who has comphiel the advance notice procedures of
the bylaws. With respect to special meetings afldtolders, only the business specified in our motitthe meeting may be brought before
meeting. Nominations of persons for election tolibard of directors at a special meeting may beenaaudly (1) pursuant to our notice of the
meeting, (2) by the board of directors or (3) pded that the board of directors has determineddinattors will be elected at the meeting, by
a stockholder who is entitled to vote at the meetind who has complied with the advance noticeigias of the bylaws.

The purpose of requiring stockholdergive us advance notice of nominations and dtliemess 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 béalideators, to inform stockholders and make reca@ndations about such qualifications
business, as well as to provide a more orderlygtore for conducting meetings of stockholders. @ddtjh our bylaws do not give our board
of directors any power to disapprove stockholdenimations for the election of directors or propss@commending 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 thiedtg from conducting a solicitation of proxies tea its own slate of directors or to approve
its own proposal without regard to whether congtlen of such nominees or proposals might be hdrarfbeneficial to us and our
stockholders.

Calling of special meetings of stockholders

Our bylaws provide that special megdiof stockholders may be called by our boardrefctbrs 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 ritgjof all the votes entitled to be cast at sucletimg.
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Approval of extraordinary corporate action; amendment of charter and bylaws

Under Maryland law, a Maryland comgasn generally cannot dissolve, amend its chamerge, sell all or substantially all of its
assets, engage in a share exchange or engagsilar siensactions outside the ordinary course aimess, 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 aitgajball of the votes entitled to be cast on
the matter. Our charter generally provides for apak of charter amendments and extraordinary tidime by the stockholders entitled to
cast at least a majority of the votes entitledeahst on the matter. Our charter also providgscréain charter amendments and any prof
for our conversion, whether by merger or otherwiisem a closed-end company to an ot company or any proposal for our liquidatio
dissolution requires the approval of the stockhal@mtitled 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 @rityajf the votes entitled to be cast on such &enaThe "continuing directors" are
defined in our charter as our current directoraels as those directors whose nomination for etechy the stockholders or whose electior
the directors to fill vacancies is approved by aamty of the continuing directors then on the lbaf directors.

Our charter and bylaws provide thatboard of directors will have the exclusive poweeadopt, 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 Cont®tlare Acquisition Act discussed below, as
permitted by the Maryland General Corporation Laur, charter provides that stockholders will noelnditled to exercise appraisal rights.

Control share acquisitions

The Control Share Acquisition Act pides that control shares of a Maryland corporatiogquired in a control share acquisition have
no voting rights except to the extent approved byta 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 agdesbaith all other shares of stock owned by theuaog or in respect of which the acquiror is
able to exercise or direct the exercise of votiaggr (except solely by virtue of a revocable proxyyuld 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.

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 resiuftaving previously obtained stockholder
approval. A control share acquisition means theistiipn of control shares, subject to certain gticms.

A person who has made or proposesatice a control share acquisition may compel thedbobdirectors 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 satisfaatibcertain conditions, including an undertakingptry the expenses
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of the meeting. If no request for a meeting is made corporation may itself present the questicamg stockholders meeting.

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 1846, which will prohibit any such repurchase othigain in limited circumstances. Fair
value is determined, without regard to the absefe®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 lict 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 anityajof 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 damt 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 amendedimireated 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 comborss" 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 eqségurities. 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 coagtion.

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 stockhaditbwever, in approving a transaction, the badidirectors may provide that its
approval is subject to compliance, at or aftertitime of approval, with any terms and conditionsdetned by the 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 holdemsutétanding shares of voting stock of the corporatand

88




. two-thirds of the votes entitled to be cast by holdéngoting stock of the corporation other than skdreld by the intereste
stockholder with whom or with whose affiliate thesiness combination is to be effected or held bgffilate or associate of
the interested stockholder.

These super-majority vote requireraeltt not apply if the corporation's common stoctbrd 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 stolder becomes an interested stockholder. Our bafaditectors 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 apprdwesimess combination, the statute may discourtiggfrom 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 Aciry 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 amelnd to elect to be treated as a RIC under Sulehipof the Code. As with other
companies regulated by the 1940 Act, a BDC mustigdto certain substantive regulatory requiremdriie. 1940 Act contains prohibitions
and restrictions relating to transactions betwagsiness development companies and their affili@etuding 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 defing¢de 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 plyliiaded 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 arquisition, 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 secuiiigged 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 securitfdavestment 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." é<December 31, 2004, our asset coverage
for senior securities was  %.

CODE OF ETHICS

We and Ares Capital Management haah @dopted a code of ethics pursuant to Rule Lfdkr the 1940 Act that establishes
procedures for personal investments and restrigtaio personal securities transactions. Persauigéct to each code may invest in
securities for their personal investment accountduding securities that may be purchased or bglds, so long as such investments are
made in accordance with the code's requirementsc@ie of ethics is filed as an exhibit to our ségition statement of which this prospectus
is a part. For information on how to obtain a copyhe code of ethics, see "Available Information.”

PROXY VOTING POLICIES AND PROCEDURES

SEC registered advisers that 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.

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, howpaaect 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 permitiyeldw or as is necessary in order to service $tolcker 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, iaith, gross negligence or reckless disregard efdilties involved in the conduct of such
person's office.

Co-investment

We may also be prohibited under tB€01Act from knowingly participating in certain trgactions with our affiliates without the
prior approval of our board of directors who ar¢ interested persons and, in some cases, priopepidny the SEC. The Company and Ares
intend to submit an application to the SEC to pesuch co-investment because we believe that litawibdvantageous for the Company to
co-invest with funds managed by Ares where suchstment is consistent with the investment objestiug/estment positions, investment
policies, investment strategies, investment rdgiris, regulatory requirements and other pertifigetors applicable to the Company. We
believe that co-investment by the Company and funasaged by Ares will afford the Company additianakstment opportunities and the
ability to achieve greater diversification. Accargly, the application will seek an exemptive ordermitting the Company and funds
managed by Ares to invest together in the saméghiortompanies where such is consistent with itwesit
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objectives, investment positions, investment peicinvestment strategies, investment restrictigtglatory requirements and other pertir
factors applicable to the Company. If the exemptelef is granted, it is expected that where titaltamount proposed to be invested by the
Company and an Ares fund exceeds the amount aftlestment, the investment will be allocated amthregm in proportion to their net
assets. There is no assurance, however, that ahyjant investments will in fact be in proportitmtheir respective amounts of net assets. It
is expected that exemptive relief permitting coeistment will be granted only upon the conditiomspag others, that before a co-investment
transaction is effected, Ares Capital Managemehtmake a written investment presentation regardireggproposed co-investment to the
independent directors of the Company and the inudgra directors of the Company will review Ares @apgManagement's recommendati

It is expected that prior to committing to a coestment, a "required majority” (as defined in Set67(0) of the 1940 Act) of the
independent directors of the Company will concltid (i) the terms of the proposed transactiorreasonable and fair to the Company and
its stockholders and do not involve overreachinthefCompany and its stockholders on the part pfognson concerned; (ii) the transaction
is consistent with the interests of the stockhad#rthe Company and is consistent with the investrobjectives and policies of the
Company; and (iii) the co-investment by any Aresdwvould not disadvantage the Company in makingitsstment, maintaining its
investment position, or disposing of such investnaenl that participation by the Company would robhb a basis different from or less
advantageous than that of the affiliated co-investhere is no assurance that the applicationXermgptive relief will be granted by the SEC
or that, if granted, it will be on the terms satficabove. Accordingly, we cannot assure you that@ompany will be permitted to co-invest
with funds managed by Ares.

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

The Sarbanes-Oxley Act of 2002 impasevide variety of new regulatory requirementpohlicly-held companies and their
insiders. Many of these requirements will affectTise Sarbane®xley Act has required us to review our policied anocedures to determi
whether we comply with the Sarban@stey Act and the new regulations promulgated theder. We will continue to monitor our complia
with all future regulations that are adopted urtterSarbanes-Oxley Act and will take actions neargst® ensure that we are in compliance
therewith.

In addition, The NASDAQ National Matkhas adopted or is in the process of adoptingocate governance changes to its listing
standards. We believe we are in compliance with sacporate governance listing standards. We wittioue to monitor our compliance
with all future listing standards and will take iaas necessary to ensure that we are in complign@rewith.

SHARES ELIGIBLE FOR FUTURE SALE

Upon completion of this offering, shares of our common stock will béstanding, assuming no exercise of the
underwriters' overallotment option. Of these shares shares of our common stock solthis offering will be freely tradable without
restriction or limitation under the Securities Aletss that number of shares purchased by ouradéfdliin the offering. Any shares purchased in
this offering by our affiliates will be subject tioe public information, manner of sale and volumethtions of Rule 144 under the Securities
Act of 1933.

CUSTODIAN, TRANSFER AND DIVIDEND PAYING AGENT AND R EGISTRAR

Our securities are held under a adystgreement by U.S. Bank National Association. atigress of the custodian is Corporate Trust
Services, One Federal Street, 3rd Floor, Boston,0dA10. Computershare Investor Services, LLC willas our transfer agent, dividend
paying agent and
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registrar. The principal business address of Coarphaire is 2 N. LaSalle Street Chicago, IL 606682phone number: (312) 588-4993.

BROKERAGE ALLOCATION AND OTHER PRACTICES

Since we will generally acquire ansbose of our investments in privately negotiatadgactions, we will infrequently use broker
the normal course of our business. Subject to jgsliestablished by our board of directors, thestment adviser will be primarily responsi
for the execution of the publicly traded securifi@stion of our portfolio transactions and the edltion of brokerage commissions. The
investment adviser does not expect to executedctiogs through any particular broker or dealet vill seek to obtain the best net results
Ares Capital, taking into account such factorsraseq(including the applicable brokerage commisgiodealer spread), size of order,
difficulty of execution, and operational facilitie$ the firm and the firm's risk and skill in pasiting blocks of securities. While the
investment adviser generally will seek reasonabiypetitive trade execution costs, Ares Capital milf necessarily pay the lowest spread or
commission available. Subject to applicable legguirements, the investment adviser may seleabkebibased partly upon brokerage or
research services provided to the investment adaisé Ares Capital and any other clients. In refaorrsuch services, we may pay a higher
commission than other brokers would charge if thve$tment adviser determines in good faith thalh @eenmission 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, Wachovia
Capital Markets, LLC, and RBC Capital Markets Cagimn are acting as representatives of the undensr Subject to the terms and
conditions described in a purchase agreement am®agd the underwriters, we have agreed to s#ietanderwriters, and the underwriters
severally have agreed to purchase from us, the aupoftshares listed opposite their names below.

Number
Underwriter of Shares

Merrill Lynch, Pierce, Fenner & Smith
Incorporate¢

Wachovia Capital Markets, LL'

RBC Capital Markets Corporatic
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 purchaseagrent provides that the purchase commitmentsafdhdefaulting underwriters may be
increased or the purchase agreement may be teedinat

We have agreed to indemnify the uwdiéers against certain liabilities, including liitles 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 vfidf 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 ingexoé$  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 undeessitoverallotment option to purchase up to antextdil shares.
No exercise 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 amdgers to purchase up to dddil shares at the public offering price less the
underwriting discount. The underwriters may exertfgs option
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for 30 days from the date of this prospectus sdfelgover any overallotments. If the underwritexsreise this option, each will be obligated,
subject to conditions contained in the purchaseegent, to purchase a number of additional shaogmpionate to that underwriter's initial
amount reflected 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. Specifically, we and
these other individuals and entities have agre¢dondirectly or indirectly:

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

. sell any option or contract to purchase any comsiocok,

. 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 othersies, 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 owrea or acquired later by the person executingaireement 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 reprasgas may engage in transactions that stabilizgttte of the common stock, such as
bids or purchases to peg, fix or maintain thatepric

If the underwriters create a shogifon 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 rexlacshort position may cause the price of the comshack 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 engagfgese transactions or that these transactwor® commenced, will not be discontinued
without notice.
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I nternet 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.

NASD Regulations

A portion of the proceeds of thiseriiig will be used to pay off amounts owed underFhacility. Because more than 10% of the
proceeds of the offering may be received by affsaof NASD members participating in the offeritigg offering is being conducted in
accordance with NASD Conduct Rule 2710(h).

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 respectffiliates 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 Capitahkizement 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 arrangeregatding the acquisition of any such securitiag, ®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 is&es!

After the date of this prospectug, timderwriters and their affiliates may from timdite obtain information regarding specific
portfolio companies or us that may not be availablthe general public. Any such information isabed 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 stotie tinderwriters or their affiliates may developlgs@s or opinions related to Ares, Ares
Capital or our portfolio companies and buy or gdkrests in one or more of our portfolio compariadehalf of their proprietary or client
accounts and may engage in competitive activifibsre is no obligation on behalf of these partiegisclose their respective analyses,
opinions or purchase and sale activities regardimgportfolio company or regarding Ares Capitabtw stockholders.

On September 16, 2004, we enteredantagreement with RBC, which is affiliated witB®& Capital Markets Corporation, one of
our underwriters, whereby we agreed to pay $2500@BC to acquire a right to purchase the Octélwtfolio. Following the completion «
our IPO on October 8, 2004, we exercised our figipurchase substantially all of the assets irdbber Portfolio from RBC for
approximately $122.3 million. We purchased addaiassets originally included in the October Pdidferom RBC for approximately
$18.5 million on November 3, 2004.
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Each of Merrill Lynch, Pierce, Fen@Bmith Incorporated, and Wachovia Capital MarkétsC was an underwriter of our initial
public offering, for which they received custom#@gs. Wachovia Capital Markets, LLC is the admmaiste agent and a lender under the
Facility.

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

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.

EXPERTS

KPMG LLP serves as the independagistered public accounting firm for Ares Capitahelstatement of assets and liabilities of
Ares Capital as of June 23, 2004 has been inclbdegin and in reliance upon the report of KPMG L&R jndependent registered public
accounting firm, also included herein, and uponahthority of said firm as experts in accounting anditing. The principal business address
of KPMG LLP is 355 South Grand Avenue, Los Angeféslifornia 90071.

AVAILABLE INFORMATION

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

We file with or submit to the SEC aah quarterly and current periodic reports, pretatements and other information meeting the
informational requirements of the Exchange Act. Yoay inspect and copy these reports, proxy statenaen other information, as well as
the registration statement and related exhibitsseheédules, at the Public Reference Room of the 8HEG0 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 reportsqypand information statements and other infororafiled electronically by us with the SEC
which are available on the SEC's Internet sitatipt//www.sec.gov Copies of these reports, proxy and informatiateshents and other
information may be obtained, after paying a dupiizafee, by electronic request at the followingha# addresspublicinfo@sec.goyor by
writing the SEC's Public Reference Section, WashimgD.C. 20549-0102.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Ares Capital Corporation:

We have audited the accompanying statement ofsaasdtliabilities of Ares Capital Corporation (fiempany) as of June 23, 2004. This
statement of assets and liabilities is the resjpdiigiof the Company's management. Our resporigibig to express an opinion on the
statement of assets and liabilities based on adit.au

We conducted our audit in accordance with the stadedof the Public Accounting Oversight Board (©diStates). Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the statement obasstiabilities is free of material
misstatement. An audit of a statement of assetdiaitities includes examining, on a test basiddence supporting the amounts and
disclosures in the statement of assets and li@siliAn audit of a statement of assets and ligslialso includes assessing the accounting
principles used and significant estimates made égagement, as well as evaluating the overall filgdstatement presentation. We believe
that our audit provides a reasonable basis foopinion.

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

/sl KPMG LLP

Los Angeles, California
September 9, 2004




ARES CAPITAL CORPORATION
Statement of Assets and Liabilities
As of June 23, 2004

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

Ares Capital Corporation (the "Comyamwas organized as a Maryland corporation on IK8i 2004. The Company is a newly
organized closed-end management investment contpahias filed an election to be treated as a basidevelopment company under the
Investment Company Act of 1940. The Company hasnlaaoperations other than the sale and issuant@®$hares of common stock at an
aggregate purchase price of $1,500 to Ares Cadis@lagement LLC (the "Investment Adviser"). Managetred the Company intends to
file a registration to offer shares of the Compéfarnypublic sale.

2. SIGNIFICANT ACCOUNTING POLICIES

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

3. AGREEMENTS

The Company intends to enter inténaestment advisory agreement (the "Advisory Agreett) with the Investment Adviser under
which the Investment Adviser, subject to the oderapervision of the Company's board of directoilsprovide investment advisory services
to the Company. For providing these services, lvedtment Adviser will receive a fee from the Compaonsisting of two components—a
base management fee and an incentive fee. Thermsggement fee will be calculated at an annualofate5% of the Company's total assets
(other than cash or cash equivalents but includssgts purchased with borrowed funds). For servaredered under the Advisory Agreem
during the period commencing from the closing &f tfifering through and including the end of oustficalendar quarter, the base
management fee will be payable monthly in arrdaos.services rendered under the Advisory Agreeratat that time, the base management
fee will be payable quarterly in arrears. Until lnave completed our first calendar quarter, the bzgagement fee will be calculated based
on the initial value of the Company's total assétisr giving effect to the purchase of the Portfdhs defined below) (other than cash and
equivalents but including assets purchased witholaard funds). Subsequently, the base managementilfdee calculated based on the
average value of the Company's total assets (tthaercash and cash equivalents but including apsettased with borrowed funds) at the
end of the two most recently completed calendartquss and appropriately adjusted for any shareisses or repurchases during the current
calendar quarter. Base management fees for anglgadnth or quarter will be appropriately pro chte

The incentive fee will have two pa@ne part will be calculated and payable quarterigrrears based on the Company's pre-
incentive fee net investment income. Pre-incerfidenet investment income means interest incomélatid income and any other income
(including any other fees such as commitment, p&ton, structuring, diligence and consulting feesther fees that the Company receives
from portfolio companies but excluding fees foryiding managerial assistance) accrued during thendar quarter, minus operating
expenses for the quarter (including the base manegefee, any expenses payable under the admtigstegreement, and any interest
expense and dividends paid on any outstandingnpeefstock, but excluding the incentive fee). Preentive
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fee net investment income includes, in the casevalstments with a deferred interest feature ssabriginal issue discount, debt instruments
with payment-in-kind interest, preferred stock wiyment-in-kind dividends and zero coupon seastaccrued income that the Company
has not yet received in cash. The Investment Adigseot under any obligation to reimburse the Canypfor any part of the incentive fee it
received that was based on accrued income th&dh®pany never received as a result of a defaudtrbgntity on the obligation that resulted
in the accrual of such income.

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 the Company's net assets at
the end of the immediately preceding calendar quatill be compared to a fixed "hurdle rate" 0@ per quarter (8.0% annualized).

The Company will pay the Investmenviser an incentive fee with respect to the Comf{sapseincentive fee net investment inco
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;

. 100% of the Company's pre-incentive fee net investrimcome with respect to that portion of suchipoentive fee net
investment income, if any, that exceeds the humtke but is less than 2.50% in any calendar quét@®6 annualized). This
portion of the Company's pre-incentive fee net gtweent income (which exceeds the hurdle rate Hesisthan 2.50%) is
referred to as the "catch-up" provision. The "caiph is meant to provide the Investment Adviserv#0% of the préncentive
fee net investment income as if a hurdle rate didapply if this net investment income exceeds %440 any calendar quarter;
and

. 20% of the amount of the Company's pre-incentieenfet investment income, if any, that exceeds 2.B0&fy calendar
guarter (10% annualized).

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 incentivevidebe determined and payable in arrears as oktiteof each calendar year (or upon termination
of the Advisory Agreement, as of the terminatiotefiacommencing with the calendar year ending oceldder 31, 2004, and will equal 20%
of the Company's realized capital gains for themdr year, if any, computed net of all realizegitehlosses and unrealized capital
depreciation for such year; provided that the itizerfee determined as of December 31, 2004 wiltédeulated for a period of shorter than
twelve calendar months to take into account anlzezhcapital gains computed net of all realizeplitzd losses and unrealized capital
depreciation for the period ending December 314200

The Company will defer cash paymdrarny incentive fee otherwise earned by the Investdviser if during the most recent four
full calendar quarter period ending on or priothte date such payment is to be made the sum tidaggregate distributions to the
stockholders and (b) the change in net assetteés total assets less indebtedness) is les8 f#nof the Company's net
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assets at the beginning of such period. Theselatitmus will be appropriately pro rated during fivet three calendar quarters following the
closing of this offering and will be adjusted foryashare issuances or repurchases.

The Company also intends to enter inseparate administration agreement (the "Adtnatisn Agreement”) with Ares Technical
Administration LLC ("Ares Administration") under wdh Ares Administration will furnish the Companytvioffice facilities, equipment and
clerical, bookkeeping and record keeping servitassieh facilities. Under the Administration AgreemeAres Administration also will
perform or oversee the performance of the Compaagsired administrative services. These admirtisgaervices which include, among
other things, being responsible for the finanodalords which the Company is required to maintath@eparing reports to the Company's
shareholders and reports filed with the SEC. Iritamd Ares Administration will assist the Compainydetermining and publishing the net
asset value, oversee the preparation and filingefCompany's tax returns and the printing ancedigsation of reports to the Company's
shareholders, and generally oversee the payméhe@ompany's expenses and the performance of &dirative and professional services
rendered to the Company by others. Payments uhdekdministration Agreement will be equal to an amidbased upon the Company's
allocable portion of Ares Administration's overhéagberforming its obligations including rent afetCompany's allocable portion of the «
of the officers and their respective staff. Under Administration Agreement, Ares Administratiorlwaiso provide on the Company's behalf,
managerial assistance to those portfolio companiesich the Company is required to provide sudiséance. The Administration
Agreement may be terminated by either party withpartalty upon 60-days' written notice to the ofbesty.

4. ORGANIZATIONAL AND OFFERING EXPENSES

A portion of the net proceeds of ineposed public offering will be used to pay foe thffering costs and organizational expenses.
Offering costs will be charged against the procdeata the offering when received and are curreatiiimated to be $1.6 million.
Organizational expenses will be treated as an esginthe year incurred and are currently estimttdat $250,000. Such offering and
organization expenses reflect management's béstadstand are subject to change upon the complefitime offering and conclusion of the
organization process. In the event the public oftedoes not occur, the Company will not be ablpag the expenses.

5. FEDERAL INCOME TAXES

The Company intends to qualify foe tax treatment applicable to regulated investronentpanies under Subchapter M of the
Internal Revenue Code of 1986, as amended, andygotber things, intends to make the requisiteibistions to its stockholders which will
relieve it from Federal income or excise taxes.réfae, no provision has been recorded for Fedecaime or excise taxes.

6. SUBSEQUENT EVENTS

In August 2004, the shares of the Gany authorized for issuance was increased to @00The Investment Adviser purchased an
additional 16,667 shares of the Company's commuaok st the

F-6




price of $15 per share, which increased the InvestrAdviser's aggregate investment in the Compatgtk to $251,505.

On September 8, 2004, the Comparoaschof directors approved entering into an agregméh Royal Bank of Canada whereby
the Company would pay $250,000 to Royal Bank ofd@arto acquire a right to purchase, for approxilp&&50 million in cash (subject to
certain adjustments) plus the assumption of cedhligations as a lender arising after the purcliim®uding funding future advances under
revolving loans), a portfolio of loans and equityeéstments (the "Portfolio"). Management believesRortfolio (other than the collateralized
debt obligations) is comprised substantially of BEalifying assets that satisfy the Company's g@nevestment objectives.

In September 2004, the Company'schobdirectors approved an increase in the numbauthorized shares of the Company's
common stock to 100,000,000 shares. In additionpimection with the Company's proposed offeringasimon stock, the Investment
Adviser has agreed to pay on the Company's belsafes load payable with respect to the offerinthefCompany's shares. This amount will
accrue interest at a variable rate that will adguetrterly equal to the three-month LIBOR plus 2086 annum. The Company will be
obligated to repay this amount, together with aedrimterest (a) if during any four calendar periedding on or after the one year anniver.
of the closing of the offering the sum of (i) ther@pany's aggregate distributions to the stockhsldad (ii) the change in net assets (defined
as total assets less indebtedness) equals or ex¢€¥d of the Company's net assets at the begimfisigch period (as adjusted for any share
issuances or repurchases) or (b) upon the Compiamyidation.
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ARES CAPITAL CORPORATION

BALANCE SHEET

As of September 30, 2004 (unaudited) and June 23)4

As of
September 30, 200. June 23, 200
(unaudited)
ASSETS
Cash $ 1,001,500 $ 1,50C
Investment purchase rig 250,00( —
Total asset $ 1,251,500 $ 1,50C
I I
LIABILITIES
Payable for investment purchase ri $ 250,000 $ —
Organizational expenses paya 250,00( —
Total liabilities $ 500,00 $ —
STOCKHOLDERS' EQUITY
Common stock, par value $.001 per share, 100,004 1,000
common shares authorized, 66,767 and 100 commoessissued and
outstanding, respective $ 67 $ —
Paic-in capital in excess of pi 1,001,43 1,50C
Accumulated defici (250,000 —
Total stockholders' equit $ 751,50 $  1,50C
Total liabilities and stockholders' equ $ 1,251,500 $  1,50C
I I

See Notes to Financial Statements (unaudited).
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ARES CAPITAL CORPORATION
STATEMENT OF OPERATIONS

For the period June 23, 2004 (inception) through $gember 30, 2004 (unaudited)

OPERATING INCOME:
Interest and othe

©®
|

Total operating incom

OPERATING EXPENSES
Organizational expens: 250,00(

Total operating expens 250,00(
Net operating loss before investment gains anck (250,000)
REALIZED AND UNREALIZED GAIN (LOSS) ON INVESTMENTS

Net realized gain (loss
Investment transactiol

Net unrealized gain (loss
Investment transactior

Net realized and unrealized gain (loss) from investt transaction

NET DECREASE IN STOCKHOLDERS' EQUITY RESULTING FROGIPERATIONS $ (250,001
I

See Notes to Financial Statements (unaudited).
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ARES CAPITAL CORPORATION
STATEMENT OF STOCKHOLDERS' EQUITY

For the period June 23, 2004 (inception) through $gember 30, 2004 (unaudited)

Common Stock

Paid in Total
Capital in Accumulated Stockholders'

Shares Amount Excess of Par Deficit Equity
Balance at June 23, 20 10C $ — % 1,50C $ — % 1,50(C
Issuance of common sto 66,66 67 999,93¢ — 1,000,00:!

Net decrease in stockholders' equity resul

from operation: — — — (250,000 (250,000
Balance at September 30, 2( 66,767 $ 67 $ 1,001,43 $ (250,000 $ 751,50!

See Notes to Financial Statements (unaudited).
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ARES CAPITAL CORPORATION
STATEMENT OF CASH FLOWS
For the period June 23, 2004 (inception) through $gember 30, 2004 (unaudited)

OPERATING ACTIVITIES:
Net decrease in stockholders' equity resulting foparations $ (250,00()
Adjustments to reconcile net decrease in stockhsl@guity resulting from operatior
Changes in operating assets and liabilit
Organizational expenses paya 250,00(

Net cash provided by operating activit —

FINANCING ACTIVITIES:

Proceeds from issuance of common si 1,000,00!
Net cash provided by financing activiti 1,000,00!

CHANGE IN CASH AND CASH EQUIVALENTS 1,000,00!
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI 1,50C
CASH AND CASH EQUIVALENTS, END OF PERIOI $ 1,001,50!

See Notes to Financial Statements (unaudited).
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ARES CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
(Unaudited)

1. ORGANIZATION

Ares Capital Corporation (the "CompdfiARCC," "we," "us," and "our") was organized a®laryland corporation on April 16,
2004 and initially funded on June 23, 2004. The @any is a newly organized closed-end managemeasiment company that has filed an
election to be treated as a business developmemanay ("BDC") under the Investment Company Act ®40. As of September 30, 2004,
had filed a registration statement to offer shafesur common stock for public sale.

In September 2004, our board of dimecapproved an increase in the number of authdibpmmon shares to 100,000,000 common
shares. As of September 30, 2004, we had issuedadtt®6,767 shares of our common stock at a pfi§d.5.00 per share to Ares
Management LLC and its affiliates.

Interim financial statements are jareg in accordance with generally accepted acaogiptinciples ("GAAP") for interim financial
information and pursuant to the requirements fppréng on Form 10-Q and Article 10 of RegulatioixXSAccordingly, certain disclosures
accompanying financial statements prepared in decme 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 operatiofl not necessarily be indicative of resultstthiimately may be achieved for the fiscal
year ended December 31, 20

2. SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statetseén conformity with accounting principles genéralccepted in the U.S. requires management
to make estimates and assumptions that affecefh@ted amounts of assets and liabilities at the ofsthe financial statements and the
reported amounts of income or loss and expensésgdilve reporting period. Actual results could @iffrom those estimates.

3. AGREEMENTS

On September 16, 2004, we enteredantagreement with Royal Bank of Canada andfilsaéds ("RBC") pursuant to which we
agreed to pay $250,000 to RBC to acquire a rigputchase, for approximately $140.8 million in caéils the assumption of certain
obligations as a lender arising after the purclisduding funding future advances under revolvioans), a portfolio of loans and equity
investments (the "Portfolio"). We believe the Pdlitf (other than the collateralized debt obligatipis comprised substantially of BDC
qualifying assets that satisfy our general investnobjectives.

We have entered into an investmentsady and management agreement (the "Advisory &ment") with Ares Capital Managemt
LLC (the "Investment Adviser") under which the lsttment Adviser, subject to the overall supervisibour board of directors, will provide
investment advisory and management services to ARGLCproviding these services, the Investment selvivill receive a fee from us,
consisting of two components—a base managemeiminigan incentive fee. The base management feécidated at an annual rate of 1.5%
of our total assets (other than cash or cash elgmtgabut including assets purchased with borrofuads). For services rendered under the
Advisory Agreement during the period commencingrfroctober 8, 2004 through and including
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December 31, 2004, the base management fee islpayahthly in arrears. For services rendered uttdeAdvisory Agreement after
December 31, 2004, the base management fee islpayarterly in arrears. Until January 1, 2005,liaee management fee is calculated
based on the initial value of our total assets afieing effect to the purchase of the Portfolith@r than cash or cash equivalents but inclu
assets purchased with borrowed funds). Subsequémtyoase management fee will be calculated baséide average value of our total
assets (other than cash or cash equivalents Hutling assets purchased with borrowed funds) aétiteof the two most recently completed
calendar quarters. Base management fees for atiglpaonth or quarter will be appropriately proeat

The incentive fee has two parts. fiiltst part of the incentive fee is calculated amgable quarterly in arrears based on our pre-
incentive fee net investment income. Pre-incerfidenet investment income means interest incom@etid income and any other income
(including any other fees such as commitment, p&ton, structuring, diligence and consulting feesther fees that we receive from
portfolio companies but excluding fees for provglimanagerial assistance) accrued during the calepudater, minus operating expenses for
the quarter (including the base management feeggpgnses payable under the administration agrdeamhany interest expense and
dividends paid on any outstanding preferred stbakexcluding the incentive fee). Pre-incentivefieéinvestment income includes, in the
case of investments with a deferred interest feaduch as original issue discount, debt instrumeitktspayment-in-kind interest, preferred
stock with payment-in-kind dividends and zero caupecurities, accrued income that we have notegasived in cash. The Investment
Adviser is not under any obligation to reimbursdarsany part of the incentive fee it received thvass based on accrued income that we n
received as a result of a default by an entityhenabligation that resulted in the accrual of sinclome.

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, wiltbmpared to a fixed "hurdle rate" of 2.00% perrtera8.0% annualized).

We will pay the Investment Advisee tlirst part of the incentive fee (with respecbto pre-incentive fee net investment 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;

. 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 (10% dizedy We refer to this
portion of our pre-incentive fee net investmenbime (which exceeds the hurdle rate but is less 2t0P6) as the "catch-up”
provision. The "catch-up" is meant to provide awdstment Adviser with 20% of the pre-incentive fie¢ investment income
as if a hurdle rate did not apply if this net invesnt income exceeds 2.50% in any calendar quanber;

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

F-13




These calculations will be appromiafpro 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 incentivevidebe determined and payable in arrears as oktiteof each calendar year (or upon termination
of the Advisory Agreement, as of the terminatiotefilacommencing with the calendar year ending oceldder 31, 2004, and will equal 20%
of our realized capital gains for the calendar ygamy, computed net of all realized capital Esand unrealized capital depreciation for such
year; provided that the incentive fee determinedfd3ecember 31, 2004 will be calculated for a @@f shorter than twelve calendar mor
to take into account any realized capital gainsated net of all realized capital losses and uiredlcapital depreciation for the period
ending December 31, 2004.

We will defer cash payment of anyeintive fee otherwise earned by the Investment Auivisduring the most recent four full
calendar quarter period ending on or prior to thie duch payment is to be made the sum of (a)dgeegate distributions to the stockholders
and (b) the change in net assets (defined asassals less indebtedness) is less than 8.0% okbassets at the beginning of such period.
These calculations will be appropriately pro radedng the first calendar quarter following thesihwg of the offering and will be adjusted for
any share issuances or repurchases.

From inception through SeptemberZ8l)4, we incurred no base management fee or iveefee, as investment operations had yet
to commence.

We have also entered into a sepadt@nistration agreement (the "Administration Agneat") with Ares Technical Administration
LLC ("Ares Administration™") under which Ares Admatration will furnish us with office facilities, @pment and clerical, bookkeeping and
record keeping services at such facilities. UnHerAdministration Agreement, Ares Administratioa@performs or oversees the
performance of our required administrative servidégese administrative services include, amongrdttiegs, being responsible for the
financial records that we are required to maingaid preparing reports to our stockholders and tefibed with the SEC. In addition, Ares
Administration will assist us to determine and pslibkhe net asset value, oversee the preparatobfilany of our tax returns and the printing
and dissemination of reports to our stockholdand, generally oversees the payment of our expemsktha performance of administrative
and professional services rendered to us by otRagsnents under the Administration Agreement velelgual to an amount based upon our
allocable portion of Ares Administration's overheéagberforming its obligations including rent andgr@llocable portion of the cost of the
officers and their respective staff. Under the Axlistration Agreement, Ares Administration will alpoovide on our behalf managerial
assistance to those portfolio companies to whiclargerequired to provide such assistance. The Aidtration Agreement may be terminated
by either party without penalty upon 60-days' werithotice to the other party.

4. ORGANIZATIONAL AND OFFERING EXPENSES

A portion of the net proceeds of piheposed public offering will be used to pay foe thffering costs and organizational expenses.
Offering costs will be charged against the procdeata the offering when received and are curreaifmated to be $1.6 million.
Organizational expenses have been charged andsegas incurred. Such offering and organizatiorpérses reflect
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management's best estimate and are subject toeh@og the completion of the offering and conclasibthe organization process.

5. FEDERAL INCOME TAXES

We intend to qualify for the tax tie@nt applicable to regulated investment compamiger Subchapter M of the Internal Revenue
Code of 1986, as amended, and, among other thimtgad to make the requisite distributions to dockholders which will relieve us from
Federal income or excise taxes. Therefore, no pi@mvihas been recorded for Federal income or efaiess.

6. EARNINGS (LOSS) PER SHARE

The net decrease in stockholderstgger share resulting from operations was $(3)L.5he weighted average shares outstanding
used in the computation of loss per share for #réeod from June 23, 2004 to September 30, 2004 #&&S3. There were no common stock

equivalents which resulted in diluted earningsgtere.
7. FINANCIAL HIGHLIGHTS

The following is a schedule of finaidighlights for the period from June 23, 2004céption) through September 30, 2004:

Per Share Dat:

Net asset value, beginning of per $ 15.0C
Net investment los (3.79
Net decrease in stockholders' equity resulting foperations (3.79
Net asset value at end of per $ 11.2¢

——
Shares outstanding at end of pet 66,76"

Ratio/Supplemental Dat

Total return per shai (24.99%
Net assets at end of peri $ 751,50!

Ratio of operating expenses to average net a 242.3%
Ratio of net operating loss to average net a: 242.3%

Ratios include non-recurring orgaticzal expenses of approximately $250,000 that w&pensed as incurred and have been
annualized.

8. SUBSEQUENT EVENTS

On October 8, 2004, we completedioitial public offering of 11,000,000 shares atrace of $15.00 per share, less an underwriting
discount and commissions totaling $0.675 per shdre.Investment Adviser, on our behalf, agreeday the underwriters $0.225 per share in
underwriting discount and commissions. We are altéid to repay this amount, together with accrutetast (a) if
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during any four calendar periods ending on or &ftetober 8, 2005 the sum of (i) the aggregateiligions to the stockholders and (ii) the
change in net assets (defined as total assetmbtdstedness) equals or exceeds 7.0% of the netsaststhe beginning of such period (as
adjusted for any share issuances or repurchasés) opon the Company's liquidation. We receiveprapimately $160,450,000 in total net
proceeds from the offering, before other offering arganizational expenses, and including approtéim&405,000 the underwriters agreed
to reimburse us for offering expenses.

On October 8, 2004, we completedpilmehase of substantially all of the assets irRtbefolio from RBC for approximately
$122.3 million. We purchased additional assetsimalty included in the Portfolio from RBC for appiimately $18.5 million on November 3,
2004.

On November 3, 2004, we formed Arapi@l CP Funding LLC ("Ares Capital CP"), a whetiwned subsidiary of the Company,
through which we established a revolving creditlityo(the "Facility") allowing Ares Capital CP tissue up to $150.0 million of variable
funding certificates ("VFC"). As part of the Fatyliwe are subject to limitations as to how borrdviignds may be used including restrictions
on geographic concentrations, sector concentratioas size, payment frequency and status, avéifageollateral interests and investment
ratings as well as regulatory restrictions on lagerwhich may affect the amount of VFC that we iisaye from time to time. There are also
certain requirements relating to portfolio performoe, including required minimum portfolio yield alghitations on delinquencies and
charge-offs, violation of which could result in tearly amortization of the Facility and limit fugthadvances under the Facility and in some
cases could be an event of default. Such limitatioequirements, and associated defined termssgrmaided for in the documents govern
the Facility. The interest charged on the VFC isdobon the commercial paper rate plus 1.25% anabpaguarterly. As of September 30,
2004, the commercial paper rate was 1.7885%. Thiitif@xpires on November 2, 2005 unless extenpiéar to such date for an additional
364-day period with the consent of the lendethdf Facility is not extended, any principal amouhé&n outstanding will be amortized over a
24-month period through a termination date of Nowen®, 2007. Under the terms of the Facility, we r@quired to pay a one-time 0.25%
structuring fee and a 0.375% renewal fee on eatheotiwo years following the closing date of theiliy. Additionally, we are also required
to pay a 0.175% commitment fee for any unused @oxi the Facility.
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Through and including , 2005 (the 25th day after the date of phaspectus), all dealers effecting transactiorthése
securities, whether or not participating in thifeahg, may be required to deliver a prospectuss &hin addition to the dealers' obligation to
deliver a prospectus when acting as underwritedsadth respect to their unsold allotments or suipsions.

Shares

CAPITAL CORPORATION

Common Stock

PROSPECTUS

Merrill Lynch & Co.
Wachovia Securities

RBC Capital Markets

, 2005
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PART C

Other information
ITEM 24. 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:

Statement of assets and liabilities, dated asmé 23, 2004(2 Page I-1

UNAUDITED FINANCIAL STATEMENTS

Balance She—As of September 30, 2004 (unaudited) and as of 28n2004 F-8

Statement of Operations (unaudi—For the period from June 23, 2004 (inception) tgftoGeptember 30, 20( F-9

Statement of Stockholders' Equity (unaudited)—Rergeriod from June 23, 2004 (inception) throught&aber 30,

2004 F-10

Statement of Cash Flows (unaudi—For the period from June 23, 2004 (inception) tigfto@eptember 30, 20( F-11

(2)  Exhibits

€)) Articles of Amendment and Restatemen

(b) Amended and Restated Bylaws

(c) Not Applicable

(d) Form of Stock Certificate(z

(e) Dividend Reinvestment Plan(

® Not Applicable

(9) Investment Advisory and Management Agreement betviRagistrant and Ares Capital Management LL(

(h) Form of Purchase Agreement among the Registrart 8apital Management, L.P., Ares Capital Admiatgin, LLC,
Merrill Lynch, Pierce, Fenner & Smith Incorporataad the other underwriters named therei

0] Not Applicable

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

(K)(2) Administration Agreement between Registrant andsArechnical Administration LLC(1

K)(2) Form of Stock Transfer Agency Agreement betweerigdegt and Computershare Investor Services, LL

K)((3) License Agreement between the Registrant and Aasaglement LLC(1

(K)(4) Form of Indemnification Agreement between the Regig and directors and certain officers
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(K(5)

(k)(6)

(k)(7)

(k)(8)

(k)(9)

0]

(m)
(n)
(0)
(P)
)
()

Form of Indemnification Agreement between the Regig and the members of the Ares Capital Manageirigd investmen
committee(2

Agreement Regarding Purchase of Loan Portfoliodlateof September 16, 2004, by and between AregaC&prporation
and Royal Bank of Canada(

Form of Agreement Regarding Repayment of Sales lA@hdnce by and between Ares Capital CorporatiahAxes Capital
Management LLC(2

Purchase and Sale Agreement, dated as of NovemB603, by and among Ares Capital Corporation aresACapital CP
Funding LLC(3)

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

Opinion and Consent of Venable LLP, special Margllanunsel for Registrant(*’

Not Applicable

Consent of independent registered public accouffitingfor Registrant(*)

Not Applicable

Not Applicable

Not Applicable

Code of Ethics(2

*%

1)

()

(3)

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 dattron Form N-2, filed on September 17, 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 dattron Form N-2, filed on September 28, 2004.

Incorporated by reference to Exhibit Numbers 1&d 0.2, as applicable, to the Registrant's Foif fled on November 8, 2004.

ITEM 25. MARKETING ARRANGEMENTS

The information contained under teading "Underwriting” on this Registration Statemnisrincorporated herein by reference.
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ITEM 26. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

Commission registration fe $ 20,30
NASDAQ National Market Listing Fe $
NASD filing fee $
Accounting fees and expens $
Legal fees and expens $
Printing and engravin $
Miscellaneous fees and expen $
Total $
L]
* This amount has been offset against a filing fe@eiated with unsold securities registered undesious registration statement.

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

ITEM 27. PERSONS CONTROLLED BY OR UNDER COMMON CONT ROL

Ares Capital Corporation currentlystmme subsidiary, Ares Capital CP Funding LLC (‘A@apital CP"), a single member, special
purpose, Delaware limited liability company, wholiwned by Ares Capital Corporation. Currently, A@eapital CP is consolidated with Ar
Capital Corporation for reporting purposes. Foraerdetailed discussion of this entity, see "BussrelLeverage" in the prospectus.

ITEM 28. NUMBER OF HOLDERS OF SECURITIES

The following table sets forth thepegximate number of record holders of the Compatyfamon stock at December 31, 2004.

NUMBER OF
TITLE OF CLASS RECORD HOLDERS
Common stock, $0.001 par val [

We have one holder of our debt uraderFacility.
ITEM 29. INDEMNIFICATION

Maryland law permits a Maryland camgdon to include in its charter a provision limiji the liability of its directors and officers to
the corporation and its stockholders for money dggaaexcept 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 theimarn extent permitted by Maryland law and subjedhe requirements of the 1940 Act, to
obligate us to indemnify any present or former ctive or officer or any individual who, while a diter or officer and at our request, serves or
has served another corporation, real estate inesstirust, partnership, joint venture, trust, ergpbbenefit plan or other enterprise as a
director, officer, partner or trustee, from andiagbany claim or liability to which that person ynaecome subject or which that person may
incur by reason of his or her status as a presdotmer director or officer and to pay or reimbaitheir reasonable expenses in advance of
final disposition of a proceeding. Our bylaws obtig us, to the maximum extent permitted by
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Maryland law and subject to the requirements ofli0 Act, to indemnify any present or former dice®r officer or any individual who,
while a director or officer and at our requestyssror has served another corporation, real eistagstment trust, partnership, joint venture,
trust, employee benefit plan or other enterprise diector, officer, partner or trustee and whmade a party to the proceeding by reason of
his service in that capacity from and against daincor liability to which that person may becomubjct or which that person may incur by
reason of his or her status as a present or fodinestor or officer and to pay or reimburse themsonable expenses in advance of final
disposition of a proceeding. The charter and bylalss permit us to indemnify and advance expertsasy person who served a predecessor
of us in any of the capacities described aboveasydof our employees or agents or any employeage@nts of our predecessor. In accord
with the 1940 Act, we will not indemnify any persfim any liability to which such person would bébgct by reason of such person's willful
misfeasance, bad faith, gross negligence or resklssegard of the duties involved in the condddtis office. In addition to the
indemnification provided for in our bylaws, priar the completion of this offering we also intencetder into indemnification agreements
with each of our current and future directors affiters and with members of our investment advisgwvestment committee. The
indemnification agreements attempt to provide thiertors and senior officers the maximum indematfon permitted under Maryland law
and the 1940 Act. The agreements provide, amorgy things, for the advancement of expenses andrinifieation for liabilities incurred
which such person may incur by reason of his staus present or former director or officer or mentf our investment adviser's investr
committee in any action or proceeding arising duhe performance of such person's services agsept or former director or officer or
member of our investment adviser's investment cdtemi

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 whilor she is made a party by reason of
his or her service in that capacity. Maryland laavrpits a corporation to indemnify its present amminfer directors and officers, among oth:
against judgments, penalties, fines, settlemerdgeasonable expenses actually incurred by theroninection with any proceeding to which
they may be made a party by reason of their semitigose or other capacities unless it is estabtighat (a) the act or omission of the
director or officer was material to the matter giyirise to the proceeding and (1) was committeuhith faith or (2) was the result of active and
deliberate dishonesty, (b) the director or offiaetually received an improper personal benefit anay, property or services or (c) in the case
of any criminal proceeding, the director or offitexd reasonable cause to believe that the act issmn was unlawful. In addition, Maryland
law permits a corporation to advance reasonableresgs to a director or officer upon the corporégtioeceipt of (a) a written affirmation by
the director or officer of his or her good faitHib&that he or she has met the standard of comemtssary for indemnification by the
corporation and (b) a written undertaking by hinher or on his or her behalf to repay the amouitt pareimbursed by the corporation if it
ultimately determined that the standard of coneed not met.

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 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 damagiediilities, costs and expenses (including reas@nattbrneys' fees and amounts
reasonably paid in settlement) arising from thelezimg of the Adviser's services under the investradvisory and management agreement
or otherwise as an investment adviser of the Compan

The administration agreement provithas, absent willful misfeasance, bad faith orligegce in the performance of its duties or by
reason of the reckless disregard of its dutiesadnigations, Ares Technical Administration LLC aitsl officers, manager, agents, employees,
controlling persons,
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members and any other person or entity affiliatétti ware entitled to indemnification from the Cpany for any damages, liabilities, costs
and expenses (including reasonable attorneysafegamounts reasonably paid in settlement) arfsorg the rendering of Ares Technical
Administration LLC's services under the administratagreement or otherwise as administrator foiGbmpany.

The underwriters' agreement provithes each underwriter severally agrees to indemudiyend and hold harmless the Company, its
directors and officers, and any person who contf@sCompany within the meaning of Section 15 efAlet or Section 20 of the Exchange
Act, and the successors and assigns of all ofdiegbing 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 armat 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 the managing underwriter to the Company expyréssuse in this Registration
Statement (or in the Registration Statement as datehy any post-effective amendment hereof by thrag2ny) or in the Prospectus
contained in this Registration Statement, or arsgf or is based upon any omission or allegesion to state a material fact in
connection with such information required to beextan this Registration Statement or such Prosisemt necessary to make such informa
not misleading.

Insofar as indemnification for lighjlarising under the Securities Act of 1933 maypleemitted to directors, officers and controlling
persons of the Company pursuant to the foregoiagigions, or otherwise, the Company has been aditiss 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 ligigis (other than the payment by the Company @lemses incurred or paid by a director,
officer or controlling person of the Company in twecessful defense of any action, suit or procegpds asserted by such director, officer or
controlling person in connection with the secusitieing registered, the Company will, unless 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 govergdhe final adjudication of such issue.

ITEM 30. BUSINESS AND OTHER CONNECTIONS OF INVESTME NT ADVISER

A description of any other busingssfession, vocation or employment of a substangéalire 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,ayee, 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 31. 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, Califotia67.
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ITEM 32. MANAGEMENT SERVICES
Not Applicable.

ITEM 33. 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, theéoetdly authorized, in the City of Los Angelestiie State of California, on the ¥ay of
January, 2005.

ARES CAPITAL CORPORATION

By:
/s/ MICHAEL J. AROUGHETI

Michael J. Arougheti
President

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENT, eachrpon whose signature appears below hereby caasténd appoints Michael J.
Arougheti and Kevin A. Frankel, and each of theis,ttue and lawful attorneys-in-fact and agentshiill power of substitution and
resubstitution, for him and in his name, place, stedd, in any and all capacities, to sign anyalnaimendments to this Registration
Statement on Form I8-and any registration statement filed pursuafuke 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 tmhe th and about the premises, as fully to allntg@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 theusities Act of 1933, this Registration Statenteag been signed by the following persons in the

capacities indicated on January 12, 2005. This mhecti may be executed by the signatories heretmpmamber of counterparts, all of wh
constitute one and the same instrument.

SIGNATURE TITLE

/sl MICHAEL J. AROUGHETI President

(principal executive officer)

Michael J. Aroughei

/s/ DANIEL F. NGUYEN Chief Financial Officer

(principal financial officer)

Daniel F. Nguyer

/s/ DOUGLAS E. COLTHARP Director

Douglas E. Colthar
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/s/ ANTONY P. RESSLER

Antony P. Ressle

/s/ ROBERT L. ROSEN

Robert L. Rosel

/s/ BENNETT ROSENTHAL

Bennett Rosenth:

/sl ERIC B. SIEGEL

Eric B. Siege

Co-Chairman and Director

Director

Co-Chairman and Director

Director
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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

Agreement Regarding Purchase of Loan Portfolicedias of September 16, 2004, by and between AngisaC&orporation
and Royal Bank of Canada(

Form of Agreement Regarding Repayment of Sales lk@mhdnce by and between Ares Capital Corporatiah/xes Capital
Management LLC(2

Purchase and Sale Agreement, dated as of NovemB803, by and among Ares Capital Corporation aresACapital CP
Funding LLC(3)

Sale and Servicing Agreement, dated as of Nove@pb2004, among Ares Capital CP, as borrower, Aiagsita@l as servicer,
certain conduits and institutional lenders agemtetlVachovia Capital Markets, LLC, U.S. Bank NatibAasociation, as
trustee, and Lyon Financial Services, Inc. (D/B/ASUBank Portfolio Services), as the backup ser{@j:

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

Not Applicable

Consent of independent registered public accouffitimgfor Registrant*

Not Applicable

Not Applicable

Not Applicable

Code of Ethics(2

*%

Filed herewith.

To be filed by amendment.






Q) 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.

2) 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 September 28, 2004.

3) Incorporated by reference to Exhibit Numbers 1@d 20.2, as applicable, to the Registrant's Foit led on November 8, 2004.
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We are dependent upon Ares Capital Management'pémspnnel for our future success and upon thegszcto Ares investment
professionals.

Our financial condition and results of operatioti @épend on our ability to manage future growtteetively.
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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 with
laws or regulations governing our operations maseegkly affect our busines
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Exhibit (n)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors of Ares Capital Corporation:

We consent to the use of our report dated Septefq#£04, included herein, and to the referenatdirm under the heading "Experts" in
the prospectus.

/sl KPMG LLP

Los Angeles, California
January 11, 2005




QuickLinks
Exhibit (n)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

End of Filing
ﬂl’“EH EE

© 2005 | EDGAR Online, Inc.



