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Title of Securities Being Registered

Proposed Maximum

Aggregate

Offering Price(1)

Amount of

Registration

Fee(1)
Common Stock, $0.01 par value per share(2)(3)
Preferred Stock, $0.01 par value per share(2)
Warrants(4)
Debt Securities(5)
Total(6) $1,000,000,000(6) $128,800(7)

(1) Estimated pursuant to Rule 457(o) under the Securities Act of 1933 solely for the purpose of determining the registration fee. The proposed maximum
offering price per security will be determined, from time to time, by the Registrant in connection with the sale by the Registrant of the securities registered
under this Registration Statement.

(2) Subject to Note 6 below, there is being registered hereunder an indeterminate number of shares of common stock or preferred stock as may be sold, from time
to time.

(3) Includes such indeterminate number of shares of common stock as may, from time to time, be issued upon conversion or exchange of other securities
registered hereunder, to the extent any such securities are, by their terms, convertible or exchangeable for common stock.

(4) Subject to Note 6 below, there is being registered hereunder an indeterminate number of warrants as may be sold, from time to time.
(5) Subject to Note 6 below, there is being registered hereunder an indeterminate number of debt securities as may be sold, from time to time. If any debt

securities are issued at an original issue discount, then the offering price shall be in such greater principal amount as shall result in an aggregate price to
investors not to exceed $1,000,000,000.

(6) In no event will the aggregate offering price of all securities issued from time to time pursuant to this Registration Statement exceed $1,000,000,000.
(7) Prior to the filing of this registration statement, $702,401,285.60 aggregate principal amount of securities remained registered and unsold pursuant to a

registration statement on Form N-2 (File No. 333-172968), which was initially filed by the Registrant on March 21, 2011. Pursuant to Rule 457(p),
$81,548.79 of the total filing fee of $128,800 required in connection with the registration of $1,000,000,000 aggregate principal amount of securities under
this registration statement is being offset against the $81,548.79 filing fee associated with the unsold securities registered under the registration statement on
Form N-2 (File No. 333-172968), and an additional $47,251.21 is being paid in connection herewith.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the Registrant shall
file a further amendment which specifically states that this Registration Statement shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933 or until the Registration Statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement
filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and is not soliciting
an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED                         , 2014

PROSPECTUS

$1,000,000,000

Solar Capital Ltd.

Common Stock

Preferred Stock

Debt Securities

Warrants

We are an externally managed finance company. Our investment objective is to generate both current income and capital appreciation through
debt and equity investments. We invest primarily in leveraged companies, including middle-market companies, in the form of senior secured
loans, mezzanine loans and equity securities. Securities rated below investment grade, including the investments we target, are often referred to
as �leveraged loans,� �high yield� or �junk� securities, and may be considered �high risk� compared to debt instruments that are rated investment grade.

We were formed in February 2007 as Solar Capital LLC, a Maryland limited liability company, and commenced operations in March 2007. On
February 9, 2010, Solar Capital LLC was merged with and into Solar Capital Ltd., an externally managed, non-diversified, closed-end
management investment company that has elected to be treated as a business development company under the Investment Company Act of
1940, or the 1940 Act. We are managed by Solar Capital Partners, LLC. Solar Capital Management, LLC provides the administrative services
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necessary for us to operate.

We may offer, from time to time, in one or more offerings or series, up to $1,000,000,000 of our common stock, preferred stock, debt securities,
or warrants, which we refer to, collectively, as the �securities.� The preferred stock and warrants offered hereby may be convertible or
exchangeable into shares of our common stock. The securities may be offered at prices and on terms to be described in one or more supplements
to this prospectus.

In the event we offer common stock, the offering price per share of our common stock less any underwriting commissions or discounts will
generally not be less than the net asset value per share of our common stock at the time we make the offering. However, we may issue shares of
our common stock pursuant to this prospectus at a price per share that is less than our net asset value per share (a) with the prior approval of the
majority of our common stockholders or (b) under such other circumstances as the Securities and Exchange Commission (�SEC�) may permit.

The securities may be offered directly to one or more purchasers, or through agents designated from time to time by us, or to or through
underwriters or dealers. The prospectus supplement relating to an offering will identify any agents or underwriters involved in the sale of the
securities, and will disclose any applicable purchase price, fee, commission or discount arrangement between us and our agents or underwriters
or among our underwriters or the basis upon which such amount may be calculated. See �Plan of Distribution.� We may not sell any of the
securities through agents, underwriters or dealers without delivery of this prospectus and a prospectus supplement describing the method and
terms of the offering of such securities.

Our common stock is listed on the NASDAQ Global Select Market under the symbol �SLRC.� On March 25, 2014, the last reported sales price on
the NASDAQ Global Select Market for our common stock was $22.11 per share.

This prospectus, and the accompanying prospectus supplement, contains important information about us that a prospective investor should know
before investing in our common stock. Please read this prospectus, and the accompanying prospectus supplement, before investing, and keep it
for future reference. We are required to file annual, quarterly and current reports, proxy statements and other information about us with the
Securities and Exchange Commission. This information is available free of charge by contacting us by mail at 500 Park Avenue, New York, NY
10022, by telephone at (212) 993-1670 or on our website at http://www.solarcapltd.com. The Securities and Exchange Commission also
maintains a website at http://www.sec.gov that contains such information. Information contained on our website is not incorporated by reference
into this prospectus, and you should not consider that information to be part of this prospectus or the accompanying prospectus supplement.

An investment in our common stock is very risky and highly speculative. Shares of closed-end investment companies, including business
development companies, frequently trade at a discount to their net asset value. In addition, the companies in which we invest are subject
to special risks. See �Risk Factors� beginning on page 17 to read about factors you should consider, including the risk of leverage, before
investing in our common stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

This prospectus may not be used to consummate sales of shares of common stock unless accompanied by a prospectus supplement.
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You should rely only on the information contained in this prospectus and the accompanying prospectus supplement. We have not
authorized any dealer, salesman or other person to give any information or to make any representation other than those contained in
this prospectus or any prospectus supplement to this prospectus. You must not rely upon any information or representation not
contained in this prospectus or any such supplements as if we had authorized it. This prospectus and any such supplements do not
constitute an offer to sell or a solicitation of any offer to buy any security other than the registered securities to which they relate, nor do
they constitute an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction to any person to whom it is unlawful to
make such an offer or solicitation in such jurisdiction. The information contained in this prospectus and any such supplements is
accurate as of the dates on their covers. Our business, financial condition, results of operations and prospects may have changed since
then.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the Securities and Exchange Commission, or SEC, using the �shelf�
registration process. Under the shelf registration process, which constitutes a delayed offering in reliance on Rule 415 under the Securities Act of
1933, as amended, or the Securities Act, we may offer, from time to time, in one or more offerings or series, up to $1,000,000,000 of our
common stock, preferred stock, debt securities, or warrants on the terms to be determined at the time of the offering. The securities may be
offered at prices and on terms described in one or more supplements to this prospectus. This prospectus provides you with a general description
of the securities that we may offer. Each time we use this prospectus to offer securities, we will provide a prospectus supplement that will
contain specific information about the terms of that offering. A prospectus supplement may also add, update or change information contained in
this prospectus. Please carefully read this prospectus and any such supplements together with any exhibits and the additional information
described under �Available Information� and in the �Summary� and �Risk Factors� sections before you make an investment decision.
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SUMMARY

This summary highlights some of the information in this prospectus. It is not complete and may not contain all of the information that you may
want to consider. You should read carefully the more detailed information set forth under �Risk Factors� and the other information included in
this prospectus and the documents to which we have referred.

We were formed in February 2007 as Solar Capital LLC, a Maryland limited liability company, and commenced operations in March 2007 after
conducting a private placement of units of membership interest (�units�). On February 9, 2010, Solar Capital LLC was merged with and into
Solar Capital Ltd., a Maryland corporation, which we refer to as the �Solar Capital Merger,� concurrent with the pricing of our initial public
offering, leaving Solar Capital Ltd. as the surviving entity. Except where the context suggests otherwise, the terms �we,� �us,� �our�, the
�Company� and �Solar Capital� refer to Solar Capital LLC prior to the Solar Capital Merger, and Solar Capital Ltd. after the Solar Capital
Merger. In addition, the terms �Solar Capital Partners� or the �investment adviser� refer to Solar Capital Partners, LLC, and �Solar Capital
Management� or the �administrator� refers to Solar Capital Management, LLC.

In this prospectus, we use the term �leveraged� to refer to companies of any size with non-investment grade debt outstanding or, if not explicitly
rated, those which we believe would be rated as non-investment grade based on their leverage levels and other terms. In addition, we use the
term �middle-market� to refer to companies with annual revenues between $50 million and $1 billion.

Solar Capital

Solar Capital Ltd., a Maryland corporation formed in November 2007, is a closed-end, externally managed, non-diversified management
investment company that has elected to be treated as a business development company (�BDC�) under the Investment Company Act of 1940, as
amended (the �1940 Act�). In addition, for tax purposes we have elected to be treated as a regulated investment company (�RIC�) under Subchapter
M of the Internal Revenue Code of 1986, as amended (the �Code�).

On February 9, 2010, we priced our initial public offering, selling 5.68 million shares of our common stock. Concurrent with our initial public
offering, Michael S. Gross, our chairman and chief executive officer, and Bruce Spohler, our chief operating officer, collectively purchased an
additional 0.6 million shares of our common stock through a private placement transaction exempt from registration under the Securities Act of
1933, as amended, or the Securities Act (the �Concurrent Private Placement�). Solar Capital Ltd. issued an aggregate of approximately
26.65 million shares of common stock and $125 million in senior unsecured notes (the �Senior Unsecured Notes�) to the existing Solar Capital
LLC unit holders in connection with the Solar Capital Merger. Solar Capital Ltd. had no assets or operations prior to completion of the Solar
Capital Merger and as a result, the books and records of Solar Capital LLC have become the books and records of the surviving entity. As of
December 17, 2010, the Senior Unsecured Notes have been repaid from proceeds of a private placement transaction that we completed on
November 30, 2010 and from borrowings under our credit facility established in December 2010.

We invest primarily in U.S. middle-market companies, where we believe the supply of primary capital is limited and the investment
opportunities are most attractive. Our investment objective is to generate both current income and capital appreciation through debt and equity
investments. We invest primarily in leveraged middle-market companies in the form of senior secured loans, mezzanine loans and equity
securities. From time to time, we may also invest in public companies. Our business model is focused primarily on the direct origination of
investments through portfolio companies or their financial sponsors. Our investments generally range between $20 million and $100 million
each, although we expect that this investment size will vary

Edgar Filing: Solar Capital Ltd. - Form N-2

Table of Contents 9



1

Edgar Filing: Solar Capital Ltd. - Form N-2

Table of Contents 10



Table of Contents

proportionately with the size of our capital base. We are managed by Solar Capital Partners. Solar Capital Management provides the
administrative services necessary for us to operate.

In addition, we may invest a portion of our portfolio in other types of investments, which we refer to as opportunistic investments, which are not
our primary focus but are intended to enhance our overall returns. These investments may include, but are not limited to, direct investments in
public companies that are not thinly traded and securities of leveraged companies located in select countries outside of the United States. The
securities that we invest in are typically rated below investment grade. Securities rated below investment grade are often referred to as �leveraged
loans,� �high yield� or �junk� securities, and may be considered �high risk� compared to debt instruments that are rated investment grade. In addition,
some of our debt investments will not fully amortize during their lifetime, which could result in a loss or a substantial amount of unpaid
principal and interest due upon maturity.

As of December 31, 2013, our investment portfolio totaled $1.1 billion and our net asset value was $995.6 million. Our portfolio was comprised
of debt and equity investments in 40 portfolio companies with our portfolio of income producing investments having a weighted average
annualized yield on a fair value basis of approximately 11.3%.

During the fiscal year ended December 31, 2013, we originated approximately $330 million of investments in 19 portfolio companies.
Investments sold or prepaid during the fiscal year ended December 31, 2013 totaled approximately $658 million.

Recent Developments

On February 25, 2014, our Board declared a quarterly dividend of $0.40 per share payable on April 1, 2014 to holders of record as of March 20,
2014.

The Company repurchased an additional 277,919 shares for $6.1 million between January 1, 2014 and February 21, 2014. $76.4 million remains
available for future program purchases.

About Solar Capital Partners

Solar Capital Partners, our investment adviser, is controlled and led by Michael S. Gross, our chairman and chief executive officer, and Bruce
Spohler, our chief operating officer. They are supported by a team of dedicated investment professionals, including senior team members Brian
Gerson, Cedric Henley, David Mait and Suhail Shaikh. We refer to Messrs. Gross, Spohler, Gerson, Henley, Mait and Shaikh as Solar Capital
Partners� senior investment professionals. Solar Capital Partners� investment team has extensive experience in the private equity and leveraged
lending industries, as well as significant contacts with financial sponsors operating in those industries.

In addition, Solar Capital Partners presently serves as the investment adviser for Solar Senior Capital Ltd., or �Solar Senior,� a publicly traded
BDC with approximately $375 million of investable capital that invests in the senior debt securities of leveraged middle-market companies
similar to those we target for investment. The investment team led by Messrs. Gross and Spohler has invested in approximately $3.9 billion in
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more than 140 different portfolio companies for Solar Capital and Solar Senior, which investments involved an aggregate of more than 100
different financial sponsors, through December 31, 2013. Since Solar Capital�s inception, these investment professionals have used their
relationships in the middle-market financial sponsor and financial intermediary community to generate deal flow. As of March 25, 2014,
Mr. Gross and Mr. Spohler beneficially owned, either directly or indirectly, approximately 5.1% and 4.9%, respectively, of our outstanding
common stock.
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Mr. Gross has over 25 years of experience in the private equity, distressed debt and mezzanine lending businesses and has been involved in
originating, structuring, negotiating, consummating and managing private equity, distressed debt and mezzanine lending transactions. We also
rely on the over 25 years of experience of Mr. Spohler, who has served as our chief operating officer and a partner of Solar Capital Partners
since its inception. In addition to Messrs. Gross and Spohler, Solar Capital Partners� senior investment professionals include Messrs. Gerson,
Henley, Mait and Shaikh, each of whom has extensive experience in originating, evaluating and structuring investments in the types of
middle-market companies we currently target.

Solar Capital Partners� senior investment professionals have been active participants in the primary and secondary leveraged credit markets
throughout their careers. They have effectively managed portfolios of distressed and mezzanine debt as well as other investment types. The
depth of their prior experience and credit market expertise has led them through various stages of the economic cycle as well as several market
disruptions.

Market Opportunity

Solar Capital invests primarily in senior secured loans, mezzanine loans and equity securities of middle-market leveraged companies. We
believe that the size of this market, coupled with leveraged companies� need for flexible sources of capital at attractive terms and rates, creates an
attractive investment environment for us. See �Business � Market Opportunity.�

� Middle-market companies have faced increasing difficulty in accessing the capital markets. While many middle-market companies
were formerly able to raise funds by issuing high-yield bonds, we believe this approach to financing has become more difficult in recent
years as institutional investors have sought to invest in larger, more liquid offerings. In addition, many private finance companies that
historically financed their lending and investing activities through securitization transactions have lost that source of funding and
reduced lending significantly. Moreover, consolidation and the illiquid nature of investments have resulted in fewer middle-market
lenders and market participants.

� There is a large pool of uninvested private equity capital likely to seek additional capital to support their investments. We believe there
is more than $500 billion of uninvested private equity capital seeking debt financing to support acquisitions. We expect that
middle-market private equity firms will continue to invest the approximately $185 billion raised since 2000 in middle-market
companies and that those private equity firms will seek to support their investments with mezzanine loans from sources such as Solar
Capital.

� The significant amount of debt maturing through 2018 should provide additional demand for capital. A high volume of financings were
completed between the years 2004 and 2007, which are expected to mature over the next few years. We believe that this supply of
prospective lending opportunities coupled with a lack of available credit in the middle-market lending space may offer attractive
risk-adjusted returns to investors.

� Investing in private middle-market debt provides an attractive risk reward profile. In general, terms for illiquid, middle-market
subordinated debt have been more attractive than those for larger corporations which are typically more liquid. We believe this is
because fewer institutions are able to invest in illiquid asset classes. In 2011, on average, the total debt to earnings before interest, taxes,
depreciation and amortization (�EBITDA�) ratio for middle-market leveraged buyouts (�LBOs�) was 4.3x, versus 5.4x for large
capitalization LBOs. This reduced leverage provides further cushion for borrowers to meet debt service obligations.

Therefore, we believe that there is an attractive opportunity to invest in senior secured loans, mezzanine loans and equity securities of leveraged
companies, and that we are well positioned to serve this market.
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Competitive Advantages and Strategy

We believe that we have the following competitive advantages over other providers of financing to leveraged companies. See �Business �
Competitive Advantages and Strategy.�

Management Expertise

As managing partner, Mr. Gross has principal management responsibility for Solar Capital Partners, to which he currently dedicates
substantially all of his time. Mr. Gross has over 25 years of experience in leveraged finance, private equity and distressed debt investing.
Mr. Spohler, our chief operating officer and a partner of Solar Capital Partners, has over 25 years of experience in evaluating and executing
leverage finance transactions. In addition to Messrs. Gross and Spohler, Solar Capital Partners� senior investment team includes Messrs. Gerson,
Henley, Mait and Shaikh, each of whom has extensive experience in originating, evaluating and structuring investments in the types of
middle-market companies we currently target. Solar Capital Partners� senior investment professionals have an average of over 20 years of
experience in the private equity and leveraged lending industries.

Investment Capacity

The proceeds from our initial public offering and the Concurrent Private Placement, the borrowing capacity under the senior secured credit
facility led by Citibank, N.A. (the �Credit Facility�), our $75 million senior secured notes (the �Senior Secured Notes�) and $100 million of 6.75%
senior unsecured notes due 2042 (the �Unsecured Notes�), and the expected repayments of existing investments provide us with a substantial
amount of capital available for deployment into new investment opportunities. We believe we are well positioned for the current marketplace.

Solar Capital�s Limited Leverage

As of December 31, we had total outstanding borrowings of approximately $225 million. We believe our relatively low level of leverage
provides us with a competitive advantage, allowing us to anticipate providing a consistent dividend to our investors, as proceeds from our
investments are available for reinvestment as opposed to being consumed by debt repayment. We may increase our relative level of debt in the
future. However, we do not currently anticipate operating with a substantial amount of debt relative to our total assets.

Proprietary Sourcing and Origination

We believe that Solar Capital Partners� senior investment professionals� longstanding relationships with financial sponsors, commercial and
investment banks, management teams and other financial intermediaries provide us with a strong pipeline of proprietary origination
opportunities. We expect to continue leveraging the relationships Mr. Gross established while sourcing and originating investments at Apollo
Investment Corporation (�Apollo�) as well as the financial sponsor relationships Mr. Spohler developed while he was a co-head of CIBC World
Markets� U.S. Leveraged Finance Group.
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Since its inception, Solar Capital Partners has sourced investments in more than 140 different portfolio companies for both Solar Capital and
Solar Senior, collectively, which investments involved an aggregate of more than 100 different financial sponsors, through December 31, 2013.

Versatile Transaction Structuring and Flexibility of Capital

We believe Solar Capital Partners� senior investment team�s broad expertise and ability to draw upon its extensive experience enable us to
identify, assess and structure investments successfully across all levels of a company�s capital structure and to manage potential risk and return at
all stages of the economic cycle. While we
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are subject to significant regulation as a BDC, we are not subject to many of the regulatory limitations that govern traditional lending institutions
such as banks. As a result, we believe that we can be more flexible than such lending institutions in selecting and structuring investments,
adjusting investment criteria, transaction structures and, in some cases, the types of securities in which we invest.

Emphasis on Achieving Strong Risk-Adjusted Returns

Solar Capital Partners uses a disciplined investment and risk management process that emphasizes a rigorous fundamental research and analysis
framework. Solar Capital Partners seeks to build our portfolio on a �bottom-up� basis, choosing and sizing individual positions based on their
relative risk/reward profiles as a function of the associated downside risk, volatility, correlation with the existing portfolio and liquidity. At the
same time, Solar Capital Partners takes into consideration a variety of factors in managing our portfolio and imposes portfolio-based risk
constraints promoting a more diverse portfolio of investments and limiting issuer and industry concentration. We do not pursue short-term
origination targets. We believe this approach enables us to build an attractive investment portfolio that meets our return and value criteria over
the long term. We believe it is critical to conduct extensive due diligence on investment targets. In evaluating new investments we, through Solar
Capital Partners, conduct a rigorous due diligence process.

Deep Industry Focus with Substantial Information Flow

We concentrate our investing activities in industries characterized by strong cash flow and in which Solar Capital Partners� investment
professionals have deep investment experience. As a result of their investment experience, Messrs. Gross and Spohler, together with Solar
Capital Partners� other senior investment professionals, have long-term relationships with management consultants and management teams in the
industries we target, as well as substantial information concerning those industries.

Longer Investment Horizon

Unlike private equity and venture capital funds, we will not be subject to standard periodic capital return requirements. Such requirements
typically stipulate that the capital of these funds, together with any capital gains on such invested funds, can only be invested once and must be
returned to investors after a pre-agreed time period. We believe that our flexibility to make investments with a long-term view and without the
capital return requirements of traditional private investment vehicles provides us with the opportunity to generate favorable returns on invested
capital and enables us to be a better long-term partner for our portfolio companies.

Summary Risk Factors

The value of our assets, as well as the market price of shares of our common stock, will fluctuate. Our investments may be risky, and you may
lose all or part of your investment in us. Investing in Solar Capital involves other risks, including the following:

� We operate in a highly competitive market for investment opportunities;
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� The lack of liquidity in our investments may adversely affect our business;

� We may borrow money, which would magnify the potential for loss on amounts invested and may increase the risk of investing in us;

� To the extent we use debt to finance our investments, changes in interest rates will affect our cost of capital and net investment income;

� There will be uncertainty as to the value of our portfolio investments;
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� Our portfolio may be concentrated in a limited number of portfolio companies and industries, which will subject us to a risk of
significant loss if any of these companies performs poorly or defaults on its obligations under any of its debt instruments or if there is a
downturn in a particular industry;

� Our investments in securities rated below investment grade are speculative in nature and are subject to additional risk factors such as
increased possibility of default, illiqudity of the security, and changes in value based on changes in interest rates;

� Our quarterly and annual operating results are subject to fluctuation as a result of the nature of our business, and if we fail to achieve
our investment objective, the net asset value of our common stock may decline;

� We will become subject to corporate-level income tax if we are unable to qualify and maintain our qualification as a Regulated
Investment Company under Subchapter M of the Code;

� We are dependent upon Solar Capital Partners� key personnel for our future success;

� Our shares may trade at a substantial discount from net asset value and may continue to do so over the long term;

� The net asset value per share of our common stock may be diluted if we issue or sell of our common stock at prices below the then
current net asset value per share of our common stock or securities to subscribe for or convertible into shares of our common stock;

� Our common stock price may be volatile and may decrease substantially;

� There is a risk that our stockholders may not receive distributions or that our distributions may be reduced or not grow over time;

� Sales of substantial amounts of our common stock in the public market may have an adverse effect on the market price of our common
stock; and

� Regulations governing our operation as a BDC affect our ability to, and the way in which we raise additional capital. As a BDC, the
necessity of raising additional capital may expose us to risks, including the typical risks associated with leverage.

See �Risk Factors� beginning on page 17 and the other information included in this prospectus, for additional discussion of factors you should
carefully consider before deciding to invest in our securities.

Operating and Regulatory Structure

Immediately prior to the pricing of our initial public offering, Solar Capital LLC was merged with and into Solar Capital Ltd., a Maryland
corporation that is an externally managed, non-diversified closed-end management investment company which has elected to be treated as a
BDC under the 1940 Act. As a BDC, we are required to meet regulatory tests, including the requirement to invest at least 70% of our total assets
in �qualifying assets.� Qualifying assets generally include, among other things, securities of �eligible portfolio companies.� �Eligible portfolio
companies� generally include U.S. companies that are not investment companies and that do not have securities listed on a national exchange. See
�Regulation as a Business Development Company.� We may also borrow funds to make investments. In addition, we have elected to be treated for
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federal income tax purposes, and intend to continue to qualify annually, as a RIC under Subchapter M of the Code. See �Material U.S. Federal
Income Tax Considerations.�

Our investment activities are managed by Solar Capital Partners and supervised by our board of directors. Solar Capital Partners is an investment
adviser that is registered under the Investment Advisers Act of 1940, as
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amended (the �Advisers Act�). Under our investment advisory and management agreement, which we refer to as the Investment Advisory and
Management Agreement, we have agreed to pay Solar Capital Partners an annual base management fee based on our gross assets as well as an
incentive fee based on our performance. See �Investment Advisory and Management Agreement.� We have also entered into an administration
agreement, which we refer to as the Administration Agreement, under which we have agreed to reimburse Solar Capital Management for the
allocable portion of overhead and other expenses incurred by Solar Capital Management in performing its obligations under the Administration
Agreement, including furnishing us with office facilities, equipment and clerical, bookkeeping and record keeping services at such facilities, as
well as providing us with other administrative services. See �Administration Agreement.�

Our Corporate Information

Our offices are located at 500 Park Avenue, New York, New York 10022, and our telephone number is (212) 993-1670.

7
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OFFERINGS

We may offer, from time to time, in one or more offerings or series, up to $1,000,000,000 of our common stock, preferred stock, debt securities,
or warrants, on terms to be determined at the time of the offering. We will offer our securities at prices and on terms to be set forth in one or
more supplements to this prospectus.

At our 2013 Annual Stockholders Meeting, our stockholders approved our ability to sell or otherwise issue shares of our common stock, not
exceeding 25% of our then outstanding common stock immediately prior to each such offering, at a price or prices below the then current net
asset value per share, in each case subject to the approval of our board of directors and compliance with the conditions set forth in the proxy
statement pertaining thereto, during a period beginning on April 30, 2013 and expiring on the earlier of the one-year anniversary of the date of
the 2013 Annual Stockholders Meeting and the date of our 2014 Annual Stockholders Meeting, which is expected to be held on May 6, 2014.
However, notwithstanding such stockholder approval, since our initial public offering on February 9, 2010, we have not sold any shares of our
common stock at a price below our then current net asset value per share. Any offering of our common stock that requires stockholder approval
must occur, if at all, within one year after receiving such stockholder approval. However, to the extent we receive the necessary stockholder
approval to sell shares of our common stock at a price below the then current net asset value per share, any such issuance of shares of our
common stock below net asset value will be dilutive to the net asset value of our common stock. See �Risk Factors�Risks Relating to an
Investment in Our Securities� and �Sale of Common Stock Below Net Asset Value.�

The securities may be offered directly to one or more purchasers, or through agents designated from time to time by us, or to or through
underwriters or dealers. The prospectus supplement relating to an offering will identify any agents or underwriters involved in the sale of the
securities, and will disclose any applicable purchase price, fee, commission or discount arrangement between us and our agents or underwriters
or among our underwriters or the basis upon which such amount may be calculated. See �Plan of Distribution.� We may not sell any of the
securities through agents, underwriters or dealers without delivery of this prospectus and a prospectus supplement describing the method and
terms of the offering of such securities.

Set forth below is additional information regarding offerings of our common stock:

Use of Proceeds Unless otherwise specified in a prospectus supplement, we intend to use the net proceeds
from the sale of our securities for general corporate purposes, which includes, among
other things, (a) investing in portfolio companies in accordance with our investment
objective and strategies and market conditions and (b) repaying indebtedness. Each
supplement to this prospectus relating to an offering will more fully identify the use of
the proceeds from such offering. See �Use of Proceeds.�

NASDAQ Global Select Market symbol �SLRC�

Distributions To the extent that we have income available, we intend to distribute quarterly dividends
to our stockholders. The amount of our dividends, if any, will be determined by our board
of directors. Any dividends to our stockholders will be declared out of assets legally
available for distribution. The specific tax characteristics of our dividends will be
reported to shareholders after the end of each calendar year. We may issue preferred
stock from time to time, although we have no immediate intention to do so. If we issue
shares of preferred stock, holders of such preferred stock will be entitled to receive cash
dividends at an annual rate that will be fixed or will vary for the

Edgar Filing: Solar Capital Ltd. - Form N-2

Table of Contents 22



8

Edgar Filing: Solar Capital Ltd. - Form N-2

Table of Contents 23



Table of Contents

successive dividend periods for each series. In general, the dividend periods for fixed rate
preferred stock will be quarterly.

Taxation We have elected to be treated for federal income tax purposes, and intend to continue to
qualify annually, as a RIC under Subchapter M of the Code. As a RIC, we generally will
not have to pay corporate-level federal income taxes on any ordinary income or capital
gains that we distribute to our stockholders as dividends. To obtain and maintain our RIC
tax treatment, we must meet specified source-of-income and asset diversification
requirements and distribute annually at least 90% of our ordinary income and realized net
short-term capital gains in excess of realized net long-term capital losses, if any. See �Plan
of Distribution� and �Material U.S. Federal Income Tax Considerations� in this prospectus.

Leverage We have historically and will in the future borrow funds to make investments. As a result,
we will be exposed to the risks of leverage, which may be considered a speculative
investment technique. The use of leverage magnifies the potential for loss on amounts
invested and therefore increases the risks associated with investing in our securities. In
addition, the costs associated with our borrowings, including any increase in the
management fee payable to our investment adviser, Solar Capital Partners, will be borne
by our common stockholders.

Investment Advisory Fees We pay Solar Capital Partners a fee for its services under the Investment Advisory and
Management Agreement consisting of two components � a base management fee and an
incentive fee. The base management fee is calculated at an annual rate of 2.00% of our
gross assets, which includes any borrowings for investment purposes. The incentive fee
consists of two parts. The first part is calculated and payable quarterly in arrears and
equals 20% of our �pre-incentive fee net investment income� for the immediately preceding
quarter, subject to a preferred return, or �hurdle,� and a �catch up� feature. The second part is
determined and payable in arrears as of the end of each calendar year (or upon
termination of the Investment Advisory and Management Agreement) in an amount equal
to 20% of our realized capital gains, if any, on a cumulative basis from inception through
the end of each calendar year, computed net of all realized capital losses and unrealized
capital depreciation on a cumulative basis, less the aggregate amount of any previously
paid capital gain incentive fees. See �Investment Advisory and Management Agreement� in
this prospectus.

Administration Agreement We reimburse Solar Capital Management for the allocable portion of overhead and other
expenses incurred by Solar Capital Management in performing its obligations under the
Administration Agreement, including furnishing us with office facilities, equipment and
clerical, bookkeeping and record keeping services at such facilities, as well as providing
us with other administrative services. In addition, we
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reimburse Solar Capital Management for the fees and expenses associated with
performing compliance functions, and our allocable portion of the compensation of our
chief financial officer and any administrative support staff. See �Administration
Agreement� in this prospectus.

Trading Shares of closed-end investment companies frequently trade at a discount to their net
asset value. The risk that our shares may trade at a discount to our net asset value is
separate and distinct from the risk that our net asset value per share may decline. We
cannot predict whether our shares will trade above, at or below net asset value.

License Agreement We have entered into a license agreement with Solar Capital Partners, pursuant to which
Solar Capital Partners has agreed to grant us a non-exclusive license to use the name
�Solar Capital.� See �License Agreement� in this prospectus.

Dividend Reinvestment Plan We have adopted an �opt out� dividend reinvestment plan. If your shares of common stock
are registered in your own name, your distributions will automatically be reinvested
under our dividend reinvestment plan in additional whole and fractional shares of
common stock, unless you �opt out� of our dividend reinvestment plan so as to receive cash
dividends by delivering a written notice to our plan administrator. If your shares are held
in the name of a broker or other nominee, you should contact the broker or nominee for
details regarding opting out of our dividend reinvestment plan. Stockholders who receive
distributions in the form of stock will be subject to the same federal, state and local tax
consequences as stockholders who elect to receive their distributions in cash. See
�Dividend Reinvestment Plan� in this prospectus.

Certain Anti-Takeover Measures Our charter and bylaws, as well as certain statutory and regulatory requirements, contain
certain provisions that may have the effect of discouraging a third party from making an
acquisition proposal for us. These anti-takeover provisions may inhibit a change in
control in circumstances that could give the holders of our common stock the opportunity
to realize a premium over the market price for our common stock. See �Description of Our
Capital Stock� in this prospectus.

Available Information We are required to file periodic reports, current reports, proxy statements and other
information with the SEC. This information is available at the SEC�s public reference
room at 100 F Street, NE, Washington, D.C. 20549 and on the SEC�s website at
http://www.sec.gov. The public may obtain information on the operation of the SEC�s
public reference room by calling the SEC at (202) 551-8090. This information is also
available free of charge by contacting us at Solar Capital Ltd., 500 Park Avenue, New
York, NY 10022, by telephone at (212) 993-1670 or on our website at
http://www.solarcapltd.com.

10
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FEES AND EXPENSES

The following table is intended to assist you in understanding the costs and expenses that you will bear directly or indirectly. We caution you
that some of the percentages indicated in the table below are estimates and may vary. Except where the context suggests otherwise, whenever
this prospectus contains a reference to fees or expenses paid by �us� or �Solar Capital,� or that �we� will pay fees or expenses, you will indirectly bear
such fees or expenses as an investor in Solar Capital Ltd.

Stockholder transaction expenses:
Sales load (as a percentage of offering price) �%(1)
Offering expenses (as a percentage of offering price) �%(2)
Dividend reinvestment plan expenses �%(3)

Total stockholder transaction expenses (as a percentage of offering price) �%(2)

Annual expenses (as a percentage of net assets attributable to common stock):
Base management fee 2.69%(4)
Incentive fees payable under our Investment Advisory and Management Agreement 2.13%(5)
Interest payments on borrowed funds 2.02%(6)
Other expenses (estimated) 1.06%(7)

Total annual expenses 7.90%     

Example

The following example demonstrates the projected dollar amount of total cumulative expenses that would be incurred over various periods with
respect to a hypothetical investment in our common stock. In calculating the following expense amounts, we have assumed that our annual
operating expenses would remain at the levels set forth in the table above and have excluded performance-based incentive fees. See Note 6
below for additional information regarding certain assumptions regarding our level of leverage. In the event that shares to which this prospectus
relates are sold to or through underwriters, a corresponding prospectus supplement will restate this example to reflect the applicable sales load.

1 Year 3 Years 5 Years 10 Years
You would pay the following expenses on a $1,000 investment, assuming a 5% annual
return $ 58 $ 172 $ 284 $ 557

(1) In the event that the shares of common stock to which this prospectus relates are sold to or through underwriters, a
corresponding prospectus supplement will disclose the applicable sales load and the �Example� will be updated accordingly.

(2) The prospectus supplement corresponding to each offering will disclose the applicable offering expenses and total stockholder transaction
expenses.

(3) The expenses of the dividend reinvestment plan are included in �other expenses.�
(4) Our base management fee under the Investment Advisory and Management Agreement is based on our gross assets, which is

defined as all the assets of Solar Capital, including those acquired using borrowings for investment purposes, and assumes the
base management fee remains consistent with fees incurred for the year ended December 31, 2013. See �Investment Advisory and
Management Agreement.�

(5) Assumes that annual incentive fees earned by our investment adviser, Solar Capital Partners, remain consistent with the incentive fees
earned by Solar Capital Partners for the year ended December 31, 2013. The incentive fee consists of two parts:
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The first part, which is payable quarterly in arrears, equals 20% of the excess, if any, of our �Pre-Incentive Fee Net Investment Income� that
exceeds a 1.75% quarterly (7.00% annualized) hurdle rate, which we refer to as the Hurdle, subject to a �catch-up� provision measured at the end
of each calendar quarter. The first part of the incentive fee is computed and paid on income that may include interest that is accrued but not yet
received in cash. The operation of the first part of the incentive fee for each quarter is as follows:

� no incentive fee is payable to our investment adviser in any calendar quarter in which our Pre-Incentive Fee Net Investment Income
does not exceed the Hurdle of 1.75%;
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� 100% of our Pre-Incentive Fee Net Investment Income with respect to that portion of such Pre-Incentive Fee Net Investment Income, if
any, that exceeds the Hurdle but is less than 2.1875% in any calendar quarter (8.75% annualized) is payable to our investment adviser.
We refer to this portion of our Pre-Incentive Fee Net Investment Income (which exceeds the Hurdle but is less than 2.1875%) as the
�catch-up.� The �catch-up� is meant to provide our investment adviser with 20% of our Pre-Incentive Fee Net Investment Income, as if a
Hurdle did not apply when our Pre-Incentive Fee Net Investment Income exceeds 2.1875% in any calendar quarter; and

� 20% of the amount of our Pre-Incentive Fee Net Investment Income, if any, that exceeds 2.1875% in any calendar quarter (8.75%
annualized) is payable to our investment adviser (once the Hurdle is reached and the catch-up is achieved, 20% of all Pre-Incentive Fee
Investment Income thereafter is allocated to our investment adviser).

The second part of the incentive fee equals 20% of our �Incentive Fee Capital Gains,� if any, which equals our realized capital gains on a
cumulative basis from inception through the end of each calendar year, computed net of all realized capital losses and unrealized capital
depreciation on a cumulative basis, less the aggregate amount of any previously paid capital gain incentive fees. The second part of the incentive
fee is payable, in arrears, at the end of each calendar year (or upon termination of the Investment Advisory and Management Agreement, as of
the termination date). For a more detailed discussion of the calculation of this fee, see �Investment Advisory and Management Agreement.�

(6) We have historically and will in the future borrow funds from time to time to make investments to the extent we determine that the
economic situation is conducive to doing so. The costs associated with our outstanding borrowings are indirectly born by our investors. For
purposes of this section, we have computed interest expense using the average balance outstanding for all borrowings during the year
ended December 31, 2013. We used the London Interbank Offered Rate (�LIBOR�) rate on December 31, 2013 and the interest rate on the
Credit Facility, the Senior Secured Notes and the Unsecured Notes on December 31, 2013. We have also included the estimated
amortization of fees incurred in establishing the Credit Facility, the Senior Secured Notes and the Unsecured Notes as of December 31,
2013. Additionally, we included the estimated cost of commitment fees for unused balances on the Credit Facility. As of December 31,
2013, we had $50 million outstanding under the Credit Facility, and we had $75 million and $100 million outstanding under the Senior
Secured Notes and the Unsecured Notes, respectively. We may also issue preferred stock, subject to our compliance with applicable
requirements under the 1940 Act.

(7) �Other expenses� are based on the amounts incurred for the year ended December 31, 2013 and include our overhead expenses, including
payments under our Administration Agreement based on our allocable portion of overhead and other expenses incurred by Solar Capital
Management in performing its obligations under the Administration Agreement. See �Administration Agreement.�

The example and the expenses in the tables above should not be considered a representation of our future expenses, and actual expenses
may be greater or less than those shown. While the example assumes, as required by the SEC, a 5% annual return, our performance will vary
and may result in a return greater or less than 5%. The incentive fee under the Investment Advisory and Management Agreement, which,
assuming a 5% annual return, would either not be payable or would have an insignificant impact on the expense amounts shown above, is not
included in the example. This illustration assumes that we will not realize any capital gains (computed net of all realized capital losses and
unrealized capital depreciation) in any of the indicated time periods. If we achieve sufficient returns on our investments, including through the
realization of capital gains, to trigger an incentive fee of a material amount, our expenses and returns to our investors would be higher. For
example, if we assumed that we received our 5% annual return completely in the form of net realized capital gains on our investments, computed
net of all cumulative unrealized depreciation on our investments, the projected dollar amount of total cumulative expenses set forth in the above
illustration would be as follows:

1 Year 3 Years 5 Years 10 Years
You would pay the following expenses on a $1,000 investment, assuming a 5% annual
return $ 68 $ 199 $ 327 $ 625
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In addition, the example assumes no sales load. Also, while the example assumes reinvestment of all dividends at net asset value, participants in
our dividend reinvestment plan will receive a number of shares of our common stock, determined by dividing the total dollar amount of the
dividend payable to a participant by the market price per share of our common stock at the close of trading on the dividend payment date, which
may be at, above or below net asset value unless the company makes open market purchases and the shares received will be determined based on
the average price paid by our agent, plus commissions. See �Dividend Reinvestment Plan� for additional information regarding our dividend
reinvestment plan.
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SELECTED FINANCIAL AND OTHER DATA

The selected financial and other data below should be read in conjunction with our �Management�s Discussion and Analysis of Financial
Condition and Results of Operations� and the consolidated financial statements and notes thereto. Financial information is presented for the fiscal
years ended December 31, 2013, 2012, 2011, 2010, and 2009. Financial information for the periods ending December 31, 2013, 2012, 2011,
2010, and 2009 has been derived from our consolidated financial statements that were audited by KPMG LLP (�KPMG�), an independent
registered public accounting firm. See �Management�s Discussion and Analysis of Financial Condition and Results of Operations� and �Senior
Securities� below for more information.

($ in thousands, except per

share data)

Year ended
December 31,

2013

Year ended
December 31,

2012

Year ended
December 31,

2011

Year ended
December 31,

2010

Year ended
December 31,

2009
Income statement data:
Total investment income $ 163,593 $ 153,253 $ 138,900 $ 124,641 $ 109,670
Total expenses $ 78,658 $ 71,326 $ 56,996 $ 55,429 $ 42,408
Net investment income $ 84,935 $ 81,927 $ 81,904 $ 69,212 $ 67,262
Net realized loss $ (44,425) $ (32,537) $ (2,393) $ (38,968) $ (264,898) 
Net change in unrealized gain (loss). $ 34,800 $ 66,371 $ (18,196) $ 111,641 $ 284,572
Net increase in net assets resulting from
operations $ 75,310 $ 115,761 $ 61,315 $ 141,885 $ 86,936
Per share data:
Net investment income(3) $ 1.91 $ 2.20 $ 2.25 $ 2.08 $ 2.05
Net realized and unrealized gain (loss)(3) $ (0.22) $ 0.91 $ (0.57) $ 2.19 $ 0.60
Dividends and distributions declared $ 2.00 $ 2.40 $ 2.40 $ 2.14 $ 7.36

As of
December

31,
2013

As of
December

31,
2012

As of
December

31,
2011

As of
December

31,
2010

As of
December

31,
2009

Balance sheet data:
Total investment portfolio $ 1,088,399 $ 1,395,522 $ 1,045,043 $ 976,221 $ 863,140
Cash and cash equivalents $ 586,979 $ 15,039 $ 11,787 $ 288,732 $ 5,675
Total assets $ 1,708,442 $ 1,430,403 $ 1,079,431 $ 1,291,791 $ 885,421
Debt $ 225,000 $ 489,452 $ 236,355 $ 435,000 $ 88,114
Net assets $ 995,637 $ 878,273 $ 805,941 $ 826,994 $ 697,903
Per share data:
Net asset value per share $ 22.50 $ 22.70 $ 22.02 $ 22.73 $ 21.24
Other data (unaudited):
Weighted average annualized yield on income
producing investments:
On fair value(1) 11.3% 14.2% 14.2% 14.3% 14.8% 
On cost(2) 12.2% 14.2% 13.2% 13.8% 13.7% 
Number of portfolio companies at period end 40 40 40 36 36

(1) Throughout this document, the weighted average yield on income producing investments is computed as the (a) annual stated interest on accruing loans and
debt securities plus the annual amortization of loan origination fees, original issue discount, and market discount on accruing loans and debt securities, plus
the effective interest yield on preferred shares divided by (b) total income producing investments at fair value. The weighted average yield is computed as of
the balance sheet date and excludes assets on non-accrual status or on a cost recovery basis as of such date.

(2) For this calculation, the weighted average yield on income producing investments is computed as the (a) annual stated interest on accruing loans and debt
securities plus the annual amortization of loan origination fees, original issue discount, and market discount on accruing loans and debt securities, plus the
effective interest yield on preferred shares divided by (b) total income producing investments at cost. The weighted average yield is computed as of the
balance sheet date and excludes assets on non-accrual status or on a cost recovery basis as of such date.
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(3) The number of shares used to calculate weighted average shares for use in computations on a per share basis have been decreased retroactively by a factor of
approximately 0.4022 for all periods prior to February 9, 2010. This factor represents the effective impact of the reduction in shares resulting from the Solar
Capital Merger. The per-share calculations are based on weighted average shares of 44,571,118, 37,231,341, 36,470,384, 33,258,402 and 32,860,454 for the
years ended December 31, 2013, 2012, 2011, 2010 and 2009, respectively.

Selected Quarterly Financial Data (Unaudited)

(in thousands, except per share data)

2013
Q4 Q3 Q2 Q1

Total investment income $ 35,364 $ 42,986 $ 39,145 $ 46,097
Net investment income $ 18,532 $ 21,628 $ 19,256 $ 25,519
Net realized and unrealized gain (loss) $ 10,415 $ (11,058) $ (19,269) $ 10,287
Net increase (decrease) in net assets resulting from operations $ 28,947 $ 10,570 $ (13) $ 35,806
Earnings per share(1) $ 0.65 $ 0.24 $ (0.00) $ 0.81
Net asset value per share at the end of the quarter(2) $ 22.50 $ 22.25 $ 22.40 $ 23.00

2012
Q4 Q3 Q2 Q1

Total investment income $ 41,465 $ 40,646 $ 34,833 $ 36,309
Net investment income $ 24,201 $ 22,258 $ 14,369 $ 21,099
Net realized and unrealized gain (loss) $ (903) $ 7,985 $ 1,693 $ 25,059
Net increase in net assets resulting from operations $ 23,298 $ 30,243 $ 16,062 $ 46,158
Earnings per share(3) $ 0.60 $ 0.82 $ 0.44 $ 1.26
Net asset value per share at the end of the quarter(4) $ 22.70 $ 22.70 $ 22.51 $ 22.68

2011
Q4 Q3 Q2 Q1

Total investment income $ 35,994 $ 35,329 $ 35,283 $ 32,294
Net investment income $ 20,675 $ 20,711 $ 21,368 $ 19,150
Net realized and unrealized gain (loss) $ 31,182 $ (72,655) $ (8,984) $ 29,868
Net increase (decrease) in net assets resulting from operations $ 51,857 $ (51,994) $ 12,384 $ 49,018
Earnings per share(5) $ 1.42 $ (1.42) $ 0.34 $ 1.35
Net asset value per share at the end of the quarter(6) $ 22.02 $ 21.20 $ 23.22 $ 23.48

2010
Q4 Q3 Q2 Q1

Total investment income $ 31,644 $ 29,403 $ 28,284 $ 35,310
Net investment income $ 17,384 $ 15,551 $ 15,166 $ 21,111
Net realized and unrealized gain $ 24,974 $ 5,458 $ 1,348 $ 40,893
Net increase in net assets resulting from operations $ 42,358 $ 21,009 $ 16,514 $ 62,004
Earnings per share(7) $ 1.24 $ 0.63 $ 0.50 $ 1.90
Net asset value per share at the end of the quarter(8) $ 22.73 $ 22.09 $ 22.07 $ 22.18

(1) Based on 44,278,146, 45,006,135, 44,741,537, and 44,257,013 weighted average shares of Solar Capital Ltd. outstanding during each of
the first, second, third, and fourth quarters of 2013, respectively.

(2) Based on 44,973,532, 45,006,497, 44,323,582, and 44,244,195 shares of Solar Capital Ltd. outstanding as of the end of each of the first,
second, third, and fourth quarters of 2013, respectively.

(3) Based on 36,608,038, 36,639,037, 36,948,921 and 38,693,768 weighted average shares of Solar Capital Ltd. outstanding during each of
the first, second, third and fourth quarters of 2012, respectively.

(4) Based on 36,608,038, 36,640,094, 38,667,196 and 38,694,060 shares of Solar Capital Ltd. outstanding as of the end of each of the first,
second, third and fourth quarters of 2012, respectively.

(5) Based on 36,552,979, 36,498,451, 36,444,775 and 36,383,158 weighted average shares of Solar Capital Ltd. outstanding during the fourth,
third, second and first quarters of 2011, respectively.

(6) Based on 36,608,038, 36,501,373, 36,447,607 and 36,383,158 shares of Solar Capital Ltd. outstanding as of the end of the fourth, third,
second and first quarters of 2011, respectively.
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(7) Based on 34,267,088, 33,165,867, 33,029,516 and 32,553,322 weighted average shares of Solar Capital Ltd. outstanding during each of
the fourth, third, second and first quarters of 2010, respectively.

(8) Based on 36,383,158, 33,168,872, 33,030,641 and 32,928,257 shares of Solar Capital Ltd. outstanding as of the end of the fourth, third,
second and first quarter of 2010, respectively.
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RISK FACTORS

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

Risks Related to Our Investments

We operate in a highly competitive market for investment opportunities.

A number of entities compete with us to make the types of investments that we target in leveraged companies. We compete with other BDCs,
public and private funds, commercial and investment banks, commercial financing companies and, to the extent they provide an alternative form
of financing, private equity funds. Many of our competitors are substantially larger and have considerably greater financial, technical and
marketing resources than we do. For example, some competitors may have a lower cost of funds and access to funding sources that are not
available to us. In addition, some of our competitors may have higher risk tolerances or different risk assessments than we do, which could allow
them to consider a wider variety of investments and establish more relationships than us. Furthermore, many of our competitors are not subject
to the regulatory restrictions that the 1940 Act imposes on us. If we are unable to source attractive investments, we may hold a greater
percentage of our assets in cash than anticipated, which could impact potential returns on our portfolio. We cannot assure you that the
competitive pressures we face will not have a material adverse effect on our business, financial condition and results of operations. Also, as a
result of this competition, we may not be able to take advantage of attractive investment opportunities from time to time, and we can offer no
assurance that we will be able to identify and make investments that are consistent with our investment objective.

We do not seek to compete primarily based on the interest rates we will offer, and we believe that some of our competitors may make loans with
interest rates that will be comparable to or lower than the rates we offer. We may lose investment opportunities if we do not match our
competitors� pricing, terms and structure. However, if we match our competitors� pricing, terms and structure, we may experience decreased net
interest income and increased risk of credit loss.

Our investments are very risky and highly speculative.

We invest primarily in senior secured term loans, mezzanine loans and preferred securities, and select equity investments issued by leveraged
companies.

Senior Secured Loans.    When we make a senior secured term loan investment in a portfolio company, we generally take a security interest in
the available assets of the portfolio company, including the equity interests of its subsidiaries, which we expect to help mitigate the risk that we
will not be repaid. However, there is a risk that the collateral securing our loans may decrease in value over time, may be difficult to sell in a
timely manner, may be difficult to appraise and may fluctuate in value based upon the success of the business and market conditions, including
as a result of the inability of the portfolio company to raise additional capital, and, in some circumstances, our lien could be subordinated to
claims of other creditors. In addition, deterioration in a portfolio company�s financial condition and prospects, including its inability to raise
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additional capital, may be accompanied by deterioration in the value of the collateral for the loan. Consequently, the fact that a loan is secured
does not guarantee that we will receive principal and interest payments according to the loan�s terms, or at all, or that we will be able to collect on
the loan should we be forced to enforce our remedies.

Mezzanine Loans and Preferred Securities.    Our mezzanine and preferred investments are generally subordinated to senior loans and are
generally unsecured. As such, other creditors may rank senior to us in the event of an insolvency. This may result in an above average amount of
risk and loss of principal.
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Equity Investments.    When we invest in senior secured loans, mezzanine loans or preferred securities, we may acquire common equity
securities as well. In addition, we may invest directly in the equity securities of portfolio companies. Our goal is ultimately to exit such equity
interests and realize gains upon our disposition of such interests. However, the equity interests we receive may not appreciate in value and, in
fact, may decline in value. Accordingly, we may not be able to realize gains from our equity interests, and any gains that we do realize on the
disposition of any equity interests may not be sufficient to offset any other losses we experience.

In addition, investing in middle-market companies involves a number of significant risks, including:

� these companies may have limited financial resources and may be unable to meet their obligations under their debt securities that we
hold, which may be accompanied by a deterioration in the value of any collateral and a reduction in the likelihood of us realizing any
guarantees we may have obtained in connection with our investment;

� they typically have shorter operating histories, narrower product lines and smaller market shares than larger businesses, which tend to
render them more vulnerable to competitors� actions and market conditions, as well as general economic downturns;

� they are more likely to depend on the management talents and efforts of a small group of persons; therefore, the death, disability,
resignation or termination of one or more of these persons could have a material adverse impact on our portfolio company and, in turn,
on u
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