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ITEM 2.02. RESULTS OF OPERATIONS AND FINANCIAL CONDITION.

On November 4, 2010, the Registrant issued a press release announcing its financial results for the quarter ended September 30, 2010. The text of the press
release is included as Exhibit 99.1 to this Form 8-K.

The information disclosed under this Item 2.02, including Exhibit 99.1 hereto, is being furnished and shall not be deemed to be “filed” for purposes of
Section 18 of the Securities Exchange Act of 1934 and shall not be deemed incorporated by reference into any filing made under the Securities Act of 1933,
except as expressly set forth by specific reference in such filing.
 
ITEM 5.02. DEPARTURE OF DIRECTORS OR CERTAIN OFFICERS; ELECTION OF DIRECTORS; APPOINTMENT OF CERTAIN

OFFICERS; COMPENSATORY ARRANGEMENTS OF CERTAIN OFFICERS.

On November 3, 2010, John H. Blevins, Chief Compliance Officer of BlackRock Kelso Capital Corporation (the “Company”), resigned from the Company
to fulfill his duties as Managing Director and Deputy Chief Compliance Officer of BlackRock, Inc., effective as of the close of business on such date. The
Company’s Board of Directors has approved the appointment of Matthew J. Fitzgerald to replace Mr. Blevins as the Company’s Chief Compliance Officer.

Mr. Fitzgerald is currently a Director in the Legal and Compliance Department of BlackRock Institutional Trust Company, N.A. (“BlackRock”). Mr.
Fitzgerald leads the portfolio management advisory team of BlackRock’s Legal and Compliance Department. He also advises on numerous legal and regulatory
matters including public and private fund investments, investment advisor and fund regulation and broker-dealer and futures regulation. Mr. Fitzgerald has
approximately 20 years of experience as a financial services lawyer and compliance professional, and has been working at BlackRock (via Barclays Global
Investors) for six years. Before joining Barclays Global Investors in 2004, Mr. Fitzgerald was the General Counsel of a Hong Kong SFC registered dealer and
financial/investment advisory firm. From 1991 to 2000, he practiced law with Brown and Wood LLP and Kirkpatrick and Lockhart in Washington, D.C. advising
banks, broker-dealers and investment advisors on regulatory matters, capital markets transactions and compliance issues. He is a graduate of Yale College and
Emory University Law School and was born in 1964.
 
ITEM 7.01. REGULATION FD DISCLOSURE.

The Registrant issued a press release, filed herewith as Exhibit 99.1, and by this reference incorporated herein, on November 4, 2010 announcing the
declaration of a fourth quarter dividend of $0.32 per share. The dividend is payable on January 3, 2011 to stockholders of record as of December 20, 2010.

The information disclosed under this Item 7.01, including Exhibit 99.1 hereto, is being furnished and shall not be deemed to be “filed” for purposes of
Section 18 of the Securities Exchange Act of 1934 and shall not be deemed incorporated by reference into any filing made under the Securities Act of 1933,
except as expressly set forth by specific reference in such filing.
 
ITEM 9.01. FINANCIAL STATEMENTS AND EXHIBITS.

(d) Exhibits.
 
Exhibit
Number  Description

99.1  Press Release, dated as of November 4, 2010
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 

  BLACKROCK KELSO CAPITAL CORPORATION

Date: November 4, 2010   By:  /S/    FRANK D. GORDON        

  Name: Frank D. Gordon
  Title:  Chief Financial Officer
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Exhibit 99.1

 
Investor Contact:   Press Contact:
Frank Gordon   Brian Beades
212.810.5858   212.810.5596

BlackRock Kelso Capital Corporation Declares Regular Fourth Quarter Dividend of $0.32 per Share,
Announces September 30, 2010 Quarterly Financial Results

New York, New York, November 4, 2010 - BlackRock Kelso Capital Corporation (NASDAQ:BKCC) (“BlackRock Kelso Capital” or the “Company”)
announced today that its Board of Directors has declared a fourth quarter dividend of $0.32 per share payable on January 3, 2011 to stockholders of record as of
December 20, 2010.

BlackRock Kelso Capital also announced financial results for the quarter ended September 30, 2010.

HIGHLIGHTS:

Investment Portfolio: $888.3 million
Net Assets: $639.1 million
Indebtedness (borrowings under credit facility): $205.5 million
Net Asset Value per share: $9.76

Portfolio Activity for the Quarter Ended September 30, 2010:
Cost of investments during period: $177.4 million
Sales, repayments and other exits during period: $100.2 million
Number of portfolio companies at end of period: 51

Operating Results for the Quarter Ended September 30, 2010:
Net investment income per share: $0.26
Dividends declared per share: $0.32
Earnings per share: $0.25
Net investment income: $16.8 million
Net realized and unrealized losses: ($0.5) million
Net increase in net assets from operations: $16.3 million

Portfolio and Investment Activity

During the three months ended September 30, 2010, we invested $177.4 million across four new and several existing portfolio companies. This compares to
investing $11.0 million across several existing portfolio companies for the three months ended September 30, 2009. Sales, repayments and other exits of
investment principal totaled $100.2 million during the three months ended September 30, 2010, versus $28.3 million during the three months ended
September 30, 2009.

At September 30, 2010, our portfolio consisted of 51 portfolio companies and was invested 48% in senior secured loans, 24% in unsecured or subordinated debt
securities, 12% in equity investments, 10% in senior secured notes and 6% in cash and cash equivalents. This compares to 60 portfolio companies and invested
59% in senior secured loans, 31% in unsecured or subordinated debt securities, 6% in senior secured notes, 4% in equity investments and less than 1% in cash and
cash equivalents at September 30, 2009. Our average portfolio company investment at amortized cost was approximately $19.0 million at September 30, 2010,
versus $19.1 million at September 30, 2009. At September 30, 2010, 0.9% of our total debt investments at fair value (or 2.2% at amortized cost) were on non-
accrual status.

The weighted average yields of the debt and income producing equity securities in our portfolio at fair value were 12.4% at September 30, 2010 and 13.9% at
September 30, 2009. The weighted average yields on our senior secured loans and other debt securities at fair value were 10.6% and 15.0%, respectively, at
September 30, 2010, versus 12.4% and 16.4% at September 30, 2009. The weighted average yields of the debt and income producing equity securities in our
portfolio at their current cost basis were 10.5% at September 30, 2010 and 10.9% at September 30, 2009. The weighted average yields on our senior secured loans
and other debt securities at their current cost basis were 9.4% and 11.9%, respectively, at September 30, 2010, versus 10.0% and 13.2% at September 30, 2009.
Yields exclude common equity investments, preferred equity investments with no stated dividend rate, short-term investments and cash and cash equivalents.



 
 

At September 30, 2010, we had $54.6 million in cash and cash equivalents, $414.5 million available under our senior secured, multi-currency credit facility, and
$45.6 million payable for investments purchased.

Results of Operations

Results comparisons are for the three and nine months ended September 30, 2010 and 2009.

Investment Income

Investment income totaled $24.8 million and $80.8 million, respectively, for the three and nine months ended September 30, 2010, compared to $29.4 million and
$94.6 million for the three and nine months ended September 30, 2009. The decrease in investment income for the three and nine months ended September 30,
2010 primarily reflects a reduction in the size of our portfolio due to sales, repayments and other exits. Total investments at their current cost basis were $966.8
million at September 30, 2010, compared to $1,144.9 million at September 30, 2009.

Expenses

Net expenses for the three and nine months ended September 30, 2010 were $8.0 million and $23.3 million, respectively, versus $7.6 million and $23.5 million
for the three and nine months ended September 30, 2009. Of these totals, for the three and nine months ended September 30, 2010, $1.7 million and $4.6 million,
respectively, were interest and other credit facility expenses, versus $1.5 million and $5.0 million for the three and nine months ended September 30, 2009. Base
management fees were $4.0 million and $12.5 million, respectively, for the three and nine months ended September 30, 2010, compared to $4.6 million and $14.0
million for the three and nine months ended September 30, 2009. Amortization of debt issuance costs for the three and nine months ended September 30, 2010
was $0.7 million and $1.5 million, respectively, versus $0.2 million and $0.5 million for the three and nine months ended September 30, 2009. Expenses also
consist of incentive management fees, investment advisor expenses, professional fees, administrative services expense, insurance expenses, director fees and
miscellaneous other expenses. The decrease in base management fees for the three and nine months ended September 30, 2010 reflects a reduction in the size of
our portfolio due to investment sales, repayments and other exits. The decrease in interest expense and fees related to the credit facility for the nine months ended
September 30, 2010 is mainly a result of reduced borrowing levels. Total borrowings were $205.5 million at September 30, 2010, compared to $347.5 million at
September 30, 2009. The increase in amortization of debt issuance costs reflects the incurrence of structuring and arrangement fees in connection with the
amendment of our credit facility in April 2010.

Net Investment Income

Net investment income totaled $16.8 million and $57.5 million, or $0.26 per share and $0.96 per share, respectively, for the three and nine months ended
September 30, 2010. For the three and nine months ended September 30, 2009, net investment income totaled $21.8 million and $71.1 million, or $0.39 per share
and $1.28 per share, respectively. The decrease is primarily a result of a decline in interest income.

Net Realized Gain or Loss

Total net realized gain or loss for the three and nine months ended September 30, 2010 was a gain of $1.3 million and a loss of ($62.7) million, respectively,
compared to losses of ($56.3) million and ($64.9) million for the three and nine months ended September 30, 2009. Net realized gain for the three months ended
September 30, 2010 was the result of $0.4 million in net gains realized from sales, repayments and other exits of our investments and $0.9 million in net gains
realized on foreign currency transactions. Foreign currency gains mainly represent gains on forward currency contracts used to hedge our investments
denominated in foreign currencies.

Net Unrealized Appreciation or Depreciation

For the three and nine months ended September 30, 2010, the change in net unrealized depreciation on investments and foreign currency translation was a
decrease (increase) in net unrealized depreciation of ($1.8) million and $74.4 million, respectively, versus $65.7 million and $44.7 million for the three and nine
months ended September 30,
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2009. Net unrealized depreciation was ($133.5) million at September 30, 2010 and ($264.6) million at September 30, 2009. The valuations of our investments on
a net basis were relatively unchanged during the three months ended September 30, 2010, primarily a result of stabilizing capital market conditions. Market-wide
movements are not necessarily indicative of any fundamental change in the condition or prospects of our portfolio companies.

Net Increase in Net Assets from Operations

For the three and nine months ended September 30, 2010, the net increase in net assets from operations was $16.3 million and $69.1 million, or $0.25 per share
and $1.15 per share, respectively, compared to $31.1 million and $50.9 million, or $0.55 per share and $0.91 per share, for the three and nine months ended
September 30, 2009. As compared to the prior three-month period, the decrease primarily reflects the decline in net investment income and in net unrealized
appreciation on investments, net of realized gains and losses, for the three months ended September 30, 2010.

Liquidity and Capital Resources

At September 30, 2010, we had approximately $55 million in cash and cash equivalents, $206 million in borrowings outstanding and, subject to leverage and
borrowing base restrictions, $415 million available for use under our senior secured, multi-currency credit facility, of which $245 million expires December 6,
2010. Of our $206 million in borrowings outstanding at September 30, 2010, $71 million matures on December 6, 2010 and $135 million matures on
December 6, 2013. At September 30, 2010, we were in compliance with regulatory coverage requirements with an asset coverage ratio of 399% and were in
compliance with all financial covenants under our credit facility. In the near term, we expect to meet our liquidity needs through periodic add-on equity offerings,
use of the remaining availability under our credit facility and continued cash flows from operations. The primary use of funds will be investments in portfolio
companies, reductions in debt outstanding and other general corporate purposes.

On October 22, 2010, we closed an add-on public offering through which we sold 6 million shares of our common stock at a price of $11.95 per share receiving
net proceeds of approximately $68 million. On November 1, 2010, the underwriters of the add-on offering exercised their over-allotment option under the
underwriting agreement and elected to purchase an additional 900,000 shares of common stock at a price of $11.95 per share, which would result in net proceeds
of approximately $10 million on the anticipated closing date of November 4, 2010.
 

3



 

 

Dividends

On November 3, 2010, our Board of Directors declared a dividend of $0.32 per share, payable on January 3, 2011 to stockholders of record at the close of
business on December 20, 2010.

Dividends declared to stockholders for the three and nine months ended September 30, 2010 totaled $21.0 million, or $0.32 per share, and $57.2 million, or $0.96
per share, respectively. For the three and nine months ended September 30, 2009, dividends declared to stockholders totaled $9.0 million, or $0.16 per share, and
$26.7 million, or $0.48 per share, respectively. Tax characteristics of all dividends will be reported to stockholders on Form 1099 after the end of the calendar
year.

We have elected to be taxed as a regulated investment company, or RIC, under Subchapter M of the Internal Revenue Code. To maintain our status as a RIC, we
must distribute annually to our stockholders at least 90% of our investment company taxable income and at least 98% of our income (both ordinary income and
net capital gains) to avoid an excise tax. We have made, and intend to continue to make, timely distributions sufficient to satisfy the annual distribution
requirements to maintain our qualification as a RIC. We also intend to make distributions of net realized capital gains, if any, at least annually. We may, at our
discretion, carry forward taxable income in excess of calendar year distributions and pay a 4% excise tax on this income. We will accrue excise tax on estimated
undistributed taxable income as required.

A portion of amounts we have paid or will pay as dividends to stockholders during 2010 may consist of taxable income carried forward from the prior year.
Taxable income carried forward from the prior year to 2010 totaled approximately $25.6 million, or $0.39 per share outstanding at September 30, 2010.

Income we receive from origination, structuring, closing, commitment and other upfront fees associated with investments in portfolio companies is treated as
taxable income when received and accordingly, distributed to stockholders. For financial reporting purposes, such fees are recorded as unearned income and
accreted/amortized over the life of the respective investment. For the three and nine months ended September 30, 2010, these fees totaled $4.8 million and $7.2
million, respectively. There were no such fees for the 2009 periods.

Dividend Reinvestment and Dividend Reinvestment Plan

We maintain an “opt out” dividend reinvestment plan for our common stockholders. As a result, if we declare a dividend, stockholders’ cash dividends will be
automatically reinvested in additional shares of our common stock, unless they specifically “opt out” of the dividend reinvestment plan so as to receive cash
dividends. With respect to our dividends paid to stockholders for the nine months ended September 30, 2010 and 2009, dividends reinvested pursuant to our
dividend reinvestment plan totaled $3.7 million and $8.2 million, respectively.

Under the terms of our amended and restated dividend reinvestment plan, dividends may be paid in newly issued or treasury shares of our common stock at a
price equal to 95% of the market price on the dividend payment date. This feature of the plan means that, under certain circumstances, we may issue shares of our
common stock at a price below NAV per share, which could cause our stockholders to experience dilution.

Share Repurchase Plan

In 2008, our Board of Directors approved a share repurchase plan under which we may repurchase up to 2.5% of our outstanding shares of common stock from
time to time in open market or privately negotiated transactions. In 2009, our Board of Directors approved an extension and increase to the plan which authorized
us to repurchase up to an additional 2.5% of our outstanding shares of common stock. In May 2010, the repurchase plan was further extended through June 30,
2011, with 1,794,971 shares remaining authorized for repurchase. There were no purchases under the plan during the nine months ended September 30, 2010.
Since inception of the repurchase plan through September 30, 2010, we have purchased 961,679 shares of our common stock on the open market for $5.4 million,
including brokerage commissions.

Notice is hereby given in accordance with Section 23(c) of the Investment Company Act of 1940 that from time to time we may purchase shares of our common
stock in the open market at prevailing market prices.
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Conference Call

BlackRock Kelso Capital will host a webcast/teleconference call at 4:30 p.m. (Eastern Time) on Thursday, November 4, 2010 to discuss its third quarter 2010
financial results. All interested parties are welcome to participate. You can access the teleconference by dialing, from the United States, (800) 374-0176, or from
outside the United States, (706) 679-3431, shortly before 4:30 p.m. and referencing the BlackRock Kelso Capital Corporation Conference Call (ID Number
11463403). A live, listen-only webcast will also be available via the investor relations section of www.blackrockkelso.com.

Both the teleconference and webcast will be available for replay by 7:30 p.m. on Thursday, November 4, 2010 and ending at midnight on Thursday,
November 11, 2010. To access the replay of the teleconference, callers from the United States should dial (800) 642-1687 and callers from outside the United
States should dial (706) 645-9291 and enter the Conference ID Number 11463403. To access the webcast, please visit the investor relations section of
www.blackrockkelso.com.
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BlackRock Kelso Capital Corporation

Statements of Assets and Liabilities (Unaudited)
 

   
September 30,

2010   
December 31,

2009  
Assets:    
Investments at fair value:    

Non-controlled, non-affiliated investments (amortized cost of $851,812,860 and $963,463,604)   $ 711,657,715   $ 810,035,780  
Non-controlled, affiliated investments (amortized cost of $63,895,434 and $63,942,195)    59,357,161    26,793,989  
Controlled investments (amortized cost of $51,118,995 and $27,414,204)    62,732,218    9,912,276  

    
 

   
 

Total investments at fair value (amortized cost of $966,827,289 and $1,054,820,003)    833,747,094    846,742,045  
Cash and cash equivalents    53,254,453    5,048,136  
Cash denominated in foreign currency (cost of $1,282,106 and $759,760)    1,296,782    759,765  
Unrealized appreciation on forward foreign currency contracts    —      203,998  
Interest receivable    12,016,427    18,441,527  
Dividends receivable    9,102,321    6,620,903  
Prepaid expenses and other assets    8,056,971    1,710,105  

    
 

   
 

Total Assets   $ 917,474,048   $ 879,526,479  
    

 

   

 

Liabilities:    
Payable for investments purchased   $ 45,590,000   $ 557,483  
Unrealized depreciation on forward foreign currency contracts    434,560    —    
Credit facility payable    205,500,000    296,000,000  
Interest payable on credit facility    148,962    959,458  
Dividend distributions payable    20,963,513    18,072,063  
Base management fees payable    4,049,347    4,547,129  
Incentive management fees payable    —      16,818,602  
Accrued administrative services    204,630    201,728  
Other accrued expenses and payables    1,505,342    2,807,254  

    
 

   
 

Total Liabilities    278,396,354    339,963,717  
    

 
   

 

Net Assets:    
Common stock, par value $.001 per share, 200,000,000 and 100,000,000 common shares authorized, 66,472,657 and

57,436,875 issued and 65,510,978 and 56,475,196 outstanding    66,473    57,437  
Paid-in capital in excess of par    914,223,076    826,617,395  
Undistributed net investment income    19,727,731    19,463,949  
Accumulated net realized loss    (156,017,825)   (93,279,572) 
Net unrealized depreciation    (133,495,861)   (207,870,547) 
Treasury stock at cost, 961,679 and 961,679 shares held    (5,425,900)   (5,425,900) 

    
 

   
 

Total Net Assets    639,077,694    539,562,762  
    

 
   

 

Total Liabilities and Net Assets   $ 917,474,048   $ 879,526,479  
    

 

   

 

Net Asset Value Per Share   $ 9.76   $ 9.55  
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BlackRock Kelso Capital Corporation
Statements of Operations (Unaudited)   

Three months ended
September 30,

2010   

Three months ended
September 30,

2009   

Nine months ended
September 30,

2010   

Nine months ended
September 30,

2009  
Investment Income:      
From non-controlled, non-affiliated investments:      

Interest   $ 21,756,798   $ 27,636,401   $ 72,077,951   $ 90,126,212  
Dividends    543,026    451,908    1,588,281    1,322,664  
Other income    —      —      37,500    —    

From non-controlled, affiliated investments:      
Interest    1,637,598    753,690    4,722,438    1,668,208  
Dividends    327,156    279,079    943,730    820,493  

From controlled investments:      
Interest    553,592    238,408    1,458,324    672,837  

    
 

   
 

   
 

   
 

Total investment income    24,818,170    29,359,486    80,828,224    94,610,414  
    

 
   

 
   

 
   

 

Expenses:      
Base management fees    4,049,347    4,555,811    12,522,832    13,951,061  
Incentive management fees    —      —      493,951    —    
Interest and credit facility fees    1,748,712    1,456,369    4,570,476    5,004,980  
Amortization of debt issuance costs    713,305    172,031    1,469,481    511,520  
Investment advisor expenses    394,306    341,872    1,178,267    1,028,939  
Professional fees    394,589    342,878    790,820    949,444  
Administrative services    203,182    174,490    681,892    605,525  
Insurance    123,409    152,181    458,020    413,406  
Director fees    93,500    84,083    281,169    268,238  
Other    286,568    298,190    884,162    808,935  

    
 

   
 

   
 

   
 

Net expenses    8,006,918    7,577,905    23,331,070    23,542,048  
    

 
   

 
   

 
   

 

Net Investment Income    16,811,252    21,781,581    57,497,154    71,068,366  
    

 
   

 
   

 
   

 

Realized and Unrealized Gain (Loss):      
Net realized gain (loss):      

Non-controlled, non-affiliated investments    400,317    (55,331,272)   (26,685,901)   (62,394,229) 
Non-controlled, affiliated investments    —      —      (36,221,865)   12,240  
Controlled investments    —      —      2,515    —    
Foreign currency    875,621    (981,390)   166,998    (2,468,431) 

    
 

   
 

   
 

   
 

Net realized gain (loss)    1,275,938    (56,312,662)   (62,738,253)   (64,850,420) 
    

 
   

 
   

 
   

 

Net change in unrealized appreciation or depreciation on:      
Non-controlled, non-affiliated investments    (9,861,152)   82,569,638    9,255,775    71,526,349  
Non-controlled, affiliated investments    259,096    (13,462,326)   36,626,837    (22,434,442) 
Controlled investments    9,594,214    (1,969,822)   29,115,151    (4,320,733) 
Foreign currency translation    (1,763,644)   (1,460,443)   (623,077)   (88,524) 

    
 

   
 

   
 

   
 

Net change in unrealized appreciation or depreciation    (1,771,486)   65,677,047    74,374,686    44,682,650  
    

 
   

 
   

 
   

 

Net realized and unrealized gain (loss)    (495,548)   9,364,385    11,636,433    (20,167,770) 
    

 
   

 
   

 
   

 

Net Increase in Net Assets Resulting from Operations   $ 16,315,704   $ 31,145,966   $ 69,133,587   $ 50,900,596  
    

 

   

 

   

 

   

 

Net Investment Income Per Share   $ 0.26   $ 0.39   $ 0.96   $ 1.28  
    

 

   

 

   

 

   

 

Earnings Per Share   $ 0.25   $ 0.55   $ 1.15   $ 0.91  
    

 

   

 

   

 

   

 

Basic and Diluted Weighted-Average Shares Outstanding    65,509,414    56,338,835    59,898,128    55,738,396  
Dividends Declared Per Share   $ 0.32   $ 0.16   $ 0.96   $ 0.48  
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Supplemental Information

The Company reports its financial results on a GAAP basis; however, management believes that evaluating the Company’s ongoing operating results may be
enhanced if investors have additional non-GAAP basis financial measures. Management reviews non-GAAP financial measures to assess ongoing operations and,
for the reasons described below, considers them to be effective indicators, for both management and investors, of the Company’s financial performance over time.
The Company’s management does not advocate that investors consider such non-GAAP financial measures in isolation from, or as a substitute for, financial
information prepared in accordance with GAAP.

The Company records its liability for incentive management fees as it becomes legally obligated to pay them, based on a hypothetical liquidation at the end of
each reporting period. The Company’s obligation to pay incentive management fees with respect to any fiscal quarter is based on a formula that reflects the
Company’s results over a trailing four-fiscal quarter period ending with the current fiscal quarter. The Company is legally obligated to pay the amount resulting
from the formula less any cash payments of incentive management fees during the prior three quarters. The formula’s requirement to reduce the incentive
management fee by amounts paid with respect to incentive fees in the prior three quarters has caused the Company’s incentive fee expense to become, and
currently is expected to be, concentrated in the fourth quarter of each year. Management believes that reflecting incentive fees throughout the year, as the related
investment income is earned, is an effective measure of the Company’s profitability and financial performance that facilitates comparison of current results with
historical results and with those of the Company’s peers. The Company’s “as adjusted” results reflect incentive management fees based on the formula the
Company utilizes for each trailing four-fiscal quarter period, with the formula applied to the current quarter’s incremental earnings and without any reduction for
incentive management fees paid during the prior three quarters. The resulting amount represents an upper limit of each quarter’s incremental incentive
management fees that the Company may become legally obligated to pay at the end of the year. Prior year amounts are estimated in the same manner. These
estimates represent upper limits because, in any calendar year, subsequent quarters’ investment underperformance could reduce the incentive management fees
payable by the Company with respect to prior quarters’ operating results. Changes in the economic environment, financial markets and other parameters used in
determining such estimates could cause actual results to differ and such differences could be material. For a more detailed description of the Company’s incentive
management fee, please refer to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2010 and Annual Report on Form 10-K for
the fiscal year ended December 31, 2009 on file with the SEC.

Computations for all periods are derived from the Company’s financial statements as follows:
 

   

Three months
ended

September 30, 2010  

Three months
ended

September 30, 2009  

Nine months
ended

September 30, 2010  

Nine months
ended

September 30, 2009 
GAAP Basis:      
Net Investment Income   $ 16,811,252   $ 21,781,581   $ 57,497,154   $ 71,068,366  
Net Increase in Net Assets from Operations    16,315,704    31,145,966    69,133,587    50,900,596  
Net Asset Value at end of period    639,077,694    540,376,295    639,077,694    540,376,295  

Less: Incremental incentive management fee expense using
existing formula as applied to current period operating
results    (3,791,636)   (4,196,459)   (11,423,444)   (13,514,318) 

As Adjusted:      
Net Investment Income   $ 13,019,616   $ 17,585,122   $ 46,073,710   $ 57,554,048  
Net Increase in Net Assets from Operations    12,524,068    26,949,507    57,710,143    37,386,278  
Net Asset Value at end of period    627,654,250    526,861,977    627,654,250    526,861,977  

Per Share Amounts, GAAP Basis:      
Net Investment Income   $ 0.26   $ 0.39   $ 0.96   $ 1.28  
Net Increase in Net Assets from Operations    0.25    0.55    1.15    0.91  
Net Asset Value at end of period    9.76    9.59    9.76    9.59  
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Three months
ended

September 30, 2010  

Three months
ended

September 30, 2009  

Nine months
ended

September 30, 2010  

Nine months
ended

September 30, 2009 
Per Share Amounts, As Adjusted:     
Net Investment Income  $ 0.20   $ 0.31   $ 0.77   $ 1.03  
Net Increase in Net Assets from Operations   0.19    0.48    0.96    0.67  
Net Asset Value at end of period   9.58    9.35    9.58    9.35  

About BlackRock Kelso Capital Corporation

BlackRock Kelso Capital Corporation is a business development company formed in early 2005 by its management team, BlackRock, Inc. and principals of
Kelso & Company, to provide debt and equity capital to middle-market companies.

The Company’s investment objective is to generate both current income and capital appreciation through debt and equity investments. The Company invests
primarily in middle-market companies in the form of senior and junior secured and unsecured debt securities and loans, each of which may include an equity
component, and by making direct preferred, common and other equity investments in such companies.

Forward-Looking Statements

This press release, and other statements that BlackRock Kelso Capital may make, may contain forward-looking statements within the meaning of the Private
Securities Litigation Reform Act, with respect to BlackRock Kelso Capital’s future financial or business performance, strategies or expectations. Forward-looking
statements are typically identified by words or phrases such as “trend,” “potential,” “opportunity,” “pipeline,” “believe,” “comfortable,” “expect,” “anticipate,”
“current,” “intention,” “estimate,” “position,” “assume,” “outlook,” “continue,” “remain,” “maintain,” “sustain,” “seek,” “achieve,” and similar expressions, or
future or conditional verbs such as “will,” “would,” “should,” “could,” “may” or similar expressions.

BlackRock Kelso Capital cautions that forward-looking statements are subject to numerous assumptions, risks and uncertainties, which change over time.
Forward-looking statements speak only as of the date they are made, and BlackRock Kelso Capital assumes no duty to and does not undertake to update forward-
looking statements. Actual results could differ materially from those anticipated in forward-looking statements and future results could differ materially from
historical performance.

In addition to factors previously disclosed in BlackRock Kelso Capital’s Securities and Exchange Commission (“SEC”) reports and those identified elsewhere in
this press release, the following factors, among others, could cause actual results to differ materially from forward-looking statements or historical performance:
(1) our future operating results; (2) our business prospects and the prospects of our portfolio companies; (3) the impact of investments that we expect to make;
(4) our contractual arrangements and relationships with third parties; (5) the dependence of our future success on the general economy and its impact on the
industries in which we invest; (6) the ability of our portfolio companies to achieve their objectives; (7) our expected financings and investments; (8) the adequacy
of our cash resources and working capital, including our ability to obtain continued financing on favorable terms; (9) the timing of cash flows, if any, from the
operations of our portfolio companies; (10) the impact of increased competition; (11) the ability of our investment advisor to locate suitable investments for us
and to monitor and administer our investments; (12) potential conflicts of interest in the allocation of opportunities between us and other investment funds
managed by our investment advisor or its affiliates; (13) the ability of our investment advisor to attract and retain highly talented professionals; (14) fluctuations
in foreign currency exchange rates; and (15) the impact of changes to tax legislation and, generally, our tax position.

BlackRock Kelso Capital’s Annual Report on Form 10-K for the year ended December 31, 2009 filed with the SEC identifies additional factors that can affect
forward-looking statements.

Available Information

BlackRock Kelso Capital’s filings with the SEC, press releases, earnings releases and other financial information are available on its website at
www.blackrockkelso.com. The information contained on our website is not a part of this press release.

# # #
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