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CERTAIN DEFINITIONS

Except as otherwise specified in this Annual Report on Form 10-K ( Annual Report ), the terms:

we, us, our andthe Company refer to Monroe Capital Corporation, a Maryland corporation, and its consolidated
subsidiaries;
MC Adpvisors refers to Monroe Capital BDC Advisors, LLC, our investment adviser and a Delaware limited liability
company;
MC Management refers to Monroe Capital Management Advisors, LLC, our administrator and a Delaware limited
liability company; and
Monroe Capital refers to Monroe Capital LLC, a Delaware limited liability company, and its subsidiaries and
affiliates.
1
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FORWARD-LOOKING STATEMENTS

This Annual Report contains statements that constitute forward-looking statements which are subject to the safe
harbor provisions of the Private Securities Litigation Reform Act of 1995. Statements that are not historical are
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934. Some of the statements in this Annual Report constitute forward-looking statements
because they relate to future events or our future performance or future financial condition. These forward-looking
statements are not historical facts, but rather are based on current expectations, estimates and projections about our
company, our industry, our beliefs and our assumptions. The forward-looking statements contained in this Annual
Report involve risks and uncertainties, including statements as to:

our future operating results;
our business prospects and the prospects of our prospective portfolio companies;
the dependence of our future success on the general economy and its impact on the industries in which we invest;
the impact of a protracted decline in the liquidity of credit markets on our business;
the impact of increased competition;
the impact of fluctuations in interest rates on our business and our portfolio companies;
our contractual arrangements and relationships with third parties;
the valuation of our investments in portfolio companies, particularly those having no liquid trading market;
the ability of our prospective portfolio companies to achieve their objectives;
our expected financings and investments;
the adequacy of our cash resources and working capital;
the ability of MC Advisors to locate suitable investments for us and to monitor our investments; and
the impact of future legislation and regulation on our business and our portfolio companies.

We use words such as anticipates, believes, expects, intends, seeks, plans, estimates, targets and simila
identify forward-looking statements. The forward-looking statements contained in this Annual Report involve risks
and uncertainties. Our actual results could differ materially from those implied or expressed in the forward-looking

statements for any reason, including the factors set forth in PartI Item 1A. Risk Factors in this Annual Report.

Although we believe that the assumptions on which these forward-looking statements are based are reasonable, any of
those assumptions could prove to be inaccurate, and as a result, the forward-looking statements based on those
assumptions also could be inaccurate. Important assumptions include our ability to originate new loans and
investments, certain margins and levels of profitability and the availability of additional capital. In light of these and
other uncertainties, the inclusion of a projection or forward-looking statement in this Annual Report should not be
regarded as a representation by us that our plans and objectives will be achieved.

We have based the forward-looking statements included in this Annual Report on information available to us on the
date of this Annual Report, and we assume no obligation to update any such forward-looking statements. Although we
undertake no obligation to revise or update any forward-looking statements in this Annual Report, whether as a result

of new information, future events or otherwise, you are advised to consult any additional disclosures that we may
make directly to you or through reports that we in the future may file with the Securities and Exchange Commission

(the SEC ), including annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K.

2
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PART |
ITEM 1. BUSINESS

FORMATION OF OUR COMPANY

We are a Maryland corporation, formed February 9, 2011, for the purpose of purchasing an initial portfolio of loans
from two funds managed by Monroe Capital, raising capital in our initial public offering, which was completed in
October 2012 (the Initial Public Offering ) and thereafter operating as an externally managed business development

company ( BDC ) under the Investment Company Act of 1940 (the 1940 Act ), as amended. We are a closed-end,
non-diversified investment company that has elected to be treated as a BDC under the 1940 Act. In addition, for tax
purposes we have elected to be treated as a regulated investment company ( RIC ) under the U.S. Internal Revenue
Code of 1986, as amended (the Code ), commencing with our taxable year ended December 31, 2012.

Prior to the closing of the Initial Public Offering, we purchased our initial portfolio of loans for $67.5 million from
two funds managed by Monroe Capital, which was comprised of 16 loans that were either senior secured debt, junior
secured debt or unitranche secured debt (a combination of senior secured debt and junior secured debt under the same
facility) obligations of companies that we believe provided us with a sound foundation for our business. Our board of

directors (the Board ) determined the purchase price for our initial portfolio based on the aggregate fair value of the

assets in the initial portfolio and the disinterested members of our Board approved the transaction as being fair to us.

The Initial Public Offering consisted of the sale of 5,750,000 shares of our common stock at a price of $15.00 per
share, resulting in net proceeds to us, net of underwriting discounts and commissions, of approximately $84.6 million.
On July 22, 2013, we completed a public offering of an additional 4,000,000 shares of our common stock at a price of

$14.05 per share. On August 20, 2013, we also sold an additional 225,000 shares of our common stock at a price of
$14.05 per share pursuant to the underwriters partial exercise of the over-allotment option. These issuances during the

year ended December 31, 2013 provided us with proceeds, net of offering and underwriting costs, of $56.0 million.

On February 6, 2015, we entered into an at-the-market ( ATM ) securities offering program with MLV & Co. LLC
( MLV ) and JMP Securities LLC through which we may sell, by means of ATM offerings from time to time, up to
$50.0 million of our common stock. During the year ended December 31, 2015, we sold 672,597 shares at an average
price of $14.88 per share for gross proceeds of $10.0 million under the ATM program. Aggregate underwriters
discounts and commissions were $0.2 million and offering costs were $0.08 million, resulting in net proceeds of
approximately $9.8 million.

On April 20, 2015, we closed a public offering of 2,450,000 shares of our common stock at a public offering price of
$14.85 per share, raising approximately $36.4 million in gross proceeds. On May 18, 2015, we completed the sale of
an additional 367,500 shares of our common stock, at a public offering price of $14.85 per share, raising

approximately $5.5 million in gross proceeds pursuant to the underwriters exercise of the over-allotment option.
Aggregate underwriters discounts and commissions were $1.7 million and offering costs were $0.3 million, resulting
in net proceeds of $39.9 million on these non-ATM program issuances during the year ended December 31, 2015.

On July 1, 2016, we entered into an amendment to MLV s equity distribution agreement and an assignment agreement

to replace MLV with FBR Capital Markets & Co., an affiliate of MLV. During the year ended December 31, 2016, we
did not make any sales of our common stock under the ATM program.

FORMATION OF OUR COMPANY
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On July 25, 2016, we closed a public offering of 3,100,000 shares of our common stock at a public offering price of
$15.50 per share, raising approximately $48.1 million in gross proceeds. On August 3, 2016, we sold an additional
465,000 shares of our common stock, at a public offering price of $15.50 per share, raising approximately $7.2 million
in gross proceeds pursuant to the underwriters exercise of the over-allotment option. Aggregate underwriters discounts
and commissions were $2.2 million and offering costs were $0.5 million, resulting in net proceeds of $52.5 million.

FORMATION OF OUR COMPANY 9
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On February 28, 2014, our wholly-owned subsidiary, Monroe Capital Corporation SBIC, LP ( MRCC SBIC ), a
Delaware limited partnership, received a license from the Small Business Administration ( SBA ) to operate as a Small
Business Investment Company ( SBIC ) under Section 301(c) of the Small Business Investment Act of 1958. MRCC

SBIC commenced operations on September 16, 2013. On April 13, 2016, MRCC SBIC was approved by the SBA for
an additional $75.0 million in SBA-guaranteed debentures for a total of $115.0 million in available debentures. As of
December 31, 2016, MRCC SBIC had $41.0 million in leveragable capital and $51.5 million in SBA-guaranteed
debentures outstanding.

OVERVIEW OF OUR BUSINESS

We are a specialty finance company focused on providing financing solutions primarily to lower middle-market
companies in the United States and Canada. We provide customized financing solutions focused primarily on senior
secured, junior secured and unitranche (a combination of senior secured and junior secured debt in the same facility in
which we syndicate a first out portion of the loan to an investor and retain a last out portion of the loan) debt and, to a
lesser extent, unsecured subordinated debt and equity, including equity co-investments in preferred and common stock
and warrants.

Our investment objective is to maximize the total return to our stockholders in the form of current income and capital
appreciation through investment in senior, unitranche and junior secured debt and, to a lesser extent, unsecured
subordinated debt and equity investments. We seek to use our extensive leveraged finance origination infrastructure
and broad expertise in sourcing loans to invest in primarily senior, unitranche and junior secured debt of
middle-market companies. We believe that our primary focus on lending to lower middle-market companies offers
several advantages as compared to lending to larger companies, including more attractive economics, lower leverage,
more comprehensive and restrictive covenants, more expansive events of default, relatively small debt facilities that
provide us with enhanced influence over our borrowers, direct access to borrower management and improved
information flow.

Since the consummation of the Initial Public Offering, we have grown the fair value of our portfolio of investments to
approximately $412.9 million at December 31, 2016. Our portfolio at December 31, 2016 consists of 70 different
portfolio companies and holdings include senior secured, junior secured and unitranche secured debt and equity
securities. As of December 31, 2016, we have borrowed $129.0 million under our revolving credit facility and drawn
$51.5 million in SBA-guaranteed debentures to finance the purchase of our assets.

Our investments in senior, unitranche, junior secured debt and other investments generally will range between $2.0
million and $18.0 million each, although this investment size may vary proportionately with the size of our capital
base. As of December 31, 2016, our portfolio included approximately 66.7% senior secured debt, 12.5% unitranche
secured debt, 14.4% junior secured debt and 6.4% equity securities. We expect that the companies in which we invest
may be leveraged, often as a result of leveraged buy-outs or other recapitalization transactions, and, in certain cases,
will not be rated by national ratings agencies. If such companies were rated, we believe that they would typically
receive a rating below investment grade (between BB and CCC under the Standard & Poor s system) from the national
rating agencies.

While our primary focus is to maximize current income and capital appreciation through debt investments in thinly

traded or private U.S. companies, we may invest a portion of the portfolio in opportunistic investments in order to

seek to enhance returns to stockholders. Such investments may include investments in high-yield bonds, distressed
debt, private equity or securities of public companies that are not thinly traded and securities of middle-market
companies located outside of the United States. We expect that these public companies generally will have debt

OVERVIEW OF OUR BUSINESS 10
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securities that are non-investment grade.

OUR INVESTMENT ADVISOR

Our investment activities are managed by our investment advisor, MC Advisors. MC Advisors is responsible for
sourcing potential investments, conducting research and due diligence on prospective investments and their private
equity sponsors, analyzing investment opportunities, structuring our investments and managing our investments and
portfolio companies on an ongoing basis. MC Advisors was organized in February 2011 and is a registered investment
adviser under the Investment Advisers Act of 1940, as amended (the Advisers Act ).

OUR INVESTMENT ADVISOR 11
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Under our Investment Advisory and Management Agreement with MC Advisors, we pay MC Advisors a base
management fee and an incentive fee for its services. While not expected to review or approve each investment, our
independent directors periodically review MC Advisors services and fees as well as its portfolio management
decisions and portfolio performance. In connection with these reviews, our independent directors consider whether our
fees and expenses (including those related to leverage) remain appropriate.

MC Adpvisors seeks to capitalize on the significant deal origination, credit underwriting, due diligence, investment
structuring, execution, portfolio management and monitoring experience of Monroe Capital s investment professionals.
The senior management team of Monroe Capital, including Theodore L. Koenig and Aaron D. Peck, provides
investment services to MC Advisors pursuant to a staffing agreement, or the Staffing Agreement, between MC
Management, an affiliate of Monroe Capital, and MC Advisors. Messrs. Koenig and Peck have developed a broad
network of contacts within the investment community and average more than 25 years of experience investing in debt
and equity securities of lower middle-market companies. In addition, Messrs. Koenig and Peck have extensive
experience investing in assets that constitute our primary focus and have expertise in investing throughout all periods
of the economic cycle. MC Advisors is an affiliate of Monroe Capital and is supported by experienced investment
professionals of Monroe Capital under the terms of the Staffing Agreement. Monroe Capital s core team of investment
professionals has an established track record in sourcing, underwriting, executing and monitoring transactions. From
Monroe Capital s formation in 2004 through December 31, 2016, Monroe Capital s investment professionals invested
in over 1,000 loan and related investments with an aggregate principal value of over $6.0 billion.

In addition to their roles with Monroe Capital and MC Advisors, Messrs. Koenig and Peck serve as interested
directors. Mr. Koenig has more than 25 years of experience in structuring, negotiating and closing transactions on
behalf of asset-backed lenders, commercial finance companies, financial institutions and private equity investors at
organizations including Monroe Capital, which Mr. Koenig founded in 2004, and Hilco Capital LP, where he led
investments in over 30 companies in the lower middle-market. Mr. Peck has more than 20 years of public company
management, leveraged finance and commercial lending experience at organizations including Deerfield Capital
Management LLC, Black Diamond Capital Management LLC and Salomon Smith Barney Inc. Messrs. Koenig and
Peck are joined on the investment committee of MC Advisors by Michael J. Egan and Jeremy T. VanDerMeid, each
of whom is a senior investment professional at Monroe Capital. Mr. Egan has more than 25 years of experience in
commercial finance, credit administration and banking at organizations including Hilco Capital, The CIT
Group/Business Credit, Inc., The National Community Bank of New Jersey (The Bank of New York) and KeyCorp.
Mr. VanDerMeid has more than 15 years of lending and corporate finance experience at organizations including
Morgan Stanley Investment Management, Dymas Capital Management Company, LL.C and Heller Financial.

ABOUT MONROE CAPITAL

Monroe Capital, a Delaware limited liability company that was founded in 2004, is a leading lender to middle-market
companies. As of December 31, 2016, Monroe Capital had approximately $4.0 billion in assets under management.
Monroe Capital has maintained a continued lending presence in the lower middle-market throughout the most recent
economic downturn. The result is an established lending platform that we believe generates consistent primary and
secondary deal flow from a network of proprietary relationships and additional deal flow from a diverse portfolio of
over 425 current investments. From Monroe Capital s formation in 2004 through December 31, 2016, Monroe Capital s
investment professionals invested in over 1,000 loans and related investments with an aggregate principal value of
over $6.0 billion. The senior investment team of Monroe Capital averages more than 25 years of experience and has
developed a proven investment and portfolio management process that has performed through multiple market cycles.
In addition, Monroe Capital s investment professionals are supported by administrative and back-office personnel
focused on operations, finance, legal and compliance, accounting and reporting, marketing, information technology

ABOUT MONROE CAPITAL 12
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INVESTMENT STRATEGY

Our investment objective is to maximize the total return to our stockholders in the form of current income and capital
appreciation primarily through investments in senior, unitranche and junior secured debt and, to a lesser extent,
unsecured subordinated debt and equity. We also seek to invest opportunistically in attractively priced, broadly
syndicated loans, which should enhance our geographic and industry portfolio diversification and increase our

portfolio s liquidity. We do not target any specific industry, however, as of December 31, 2016, our investments in the
healthcare and pharmaceuticals industry represented approximately 13.7% of the fair value of our portfolio. To

achieve our investment objective, we utilize the following investment strategy:

Attractive Current Yield. We believe our sourcing network allows us to enter into transactions with attractive yields
and investment structures. Based on current market conditions and our pipeline of new investments, we expect our
target directly originated senior and unitranche secured debt will have an average maturity of three to five years and
interest rates of 8% to 13%, and we expect our target directly originated junior secured debt and unsecured
subordinated debt will have an average maturity of four to seven years and interest rates of 10% to 15%. In addition,
based on current market conditions and our pipeline of new investments, we expect that our target debt investments
will typically have a variable coupon (with a LIBOR floor), may include payment-in-kind ( PIK ) interest (interest that
is not received in cash, but added to the principal balance of the loan), and that we will typically receive upfront
closing fees of 1% to 4%. We may also receive warrants or other forms of upside equity participation. Our
transactions are generally secured and supported by a lien on all assets and/or a pledge of company stock in order to
provide priority of return and to influence any corporate actions. Although we will target investments with the
characteristics described in this paragraph, we cannot assure you that our new investments will have these
characteristics and we may enter into investments with different characteristics as the market dictates. For a
description of the characteristics of our current investment portfolio, see Management s Discussion and Analysis of
Financial Condition and Results of Operations  Portfolio and Investment Activity. Until investment opportunities can
be found, we may invest our undeployed capital in cash, cash equivalents, U.S. government securities and high-quality
debt investments that mature in one year or less from the date of investment. These temporary investments may have
lower yields than our other investments and, accordingly, may result in lower distributions, if any, during such period.

Sound Portfolio Construction. We strive to exercise discipline in portfolio creation and management and to
implement effective governance throughout our business. Monroe Capital has been, and MC Advisors, which is
comprised by substantially the same investment professionals who have operated Monroe Capital, is, and we believe
will continue to be, conservative in the underwriting and structuring of covenant packages in order to enable early
intervention in the event of weak financial performance by a portfolio company. We seek to pursue lending
opportunities selectively and to maintain a diversified portfolio. We believe that exercising disciplined portfolio
management through continued intensive account monitoring and timely and relevant management reporting allows us
to mitigate risks in our debt investments. In addition, we have implemented rigorous governance processes through
segregation of duties, documented policies and procedures and independent oversight and review of transactions,
which we believe helps us to maintain a low level of non-performing loans. We believe that Monroe Capital s proven
process of thorough origination, conservative underwriting, due diligence and structuring, combined with careful
account management and diversification, enabled it to protect investor capital, and we believe MC Advisors follows
and will follow the same philosophy and processes in originating, structuring and managing our portfolio investments.

Predictability of Returns. Beyond conservative structuring and protection of capital, we seek a predictable exit from
our investments. We seek to invest in situations where there are a number of potential exit options, that can result in
full repayment or a modest refinance of our investment. We seek to structure the majority of our transactions as
secured loans with a covenant package that provides for full or partial repayment upon the completion of asset sales

INVESTMENT STRATEGY 14
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and restructurings. Because we seek to structure these transactions to provide for contractually determined, periodic

payments of principal and interest, we are less likely to depend on merger and acquisition activity or public equity

markets to exit our debt investments. As a result, we believe that we can achieve our target returns even in a period
when public markets are depressed.

INVESTMENT STRATEGY 15
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BUSINESS STRATEGY

We believe that we represent an attractive investment opportunity for the following reasons:

Deep, Experienced Management Team. We are managed by MC Advisors, which has access through the Staffing
Agreement to Monroe Capital s experienced team comprised of over 70 professionals, including seven senior partners
that average more than 25 years of direct lending experience. We are led by our Chairman and Chief Executive
Officer, Theodore L. Koenig, and Aaron D. Peck, our Chief Financial Officer and Chief Investment Officer. This
extensive experience includes the management of investments with borrowers of varying credit profiles and
transactions completed in all phases of the credit cycle. Monroe Capital s senior investment professionals provide us
with a difficult-to-replicate sourcing network and a broad range of transactional, financial, managerial and investment
skills. This expertise and experience is supported by administrative and back office personnel focused on operations,
finance, legal and compliance, accounting and reporting, marketing, information technology and office management.
From Monroe Capital s formation in 2004 through December 31, 2016, Monroe Capital s investment professionals
invested in more than 1,000 loan and related investments with an aggregate principal value of over $6.0 billion.

Differentiated Relationship-Based Sourcing Network. We believe Monroe Capital s senior investment professionals
benefit from extensive relationships with commercial banks, private equity firms, financial intermediaries,
management teams and turn-around advisors. We believe that this broad sourcing network differentiates us from our
competitors and offers us a diversified origination approach that does not rely on a single channel and offers us
consistent deal flow throughout the economic cycle. We also believe that this broad network allows us to originate a
substantial number of non-private equity-sponsored investments.

Extensive Institutional Platform for Originating Middle-Market Deal Flow. Monroe Capital s broad network of
relationships and significant origination resources enable us to review numerous lending opportunities, permitting us
to exercise a high degree of selectivity in terms of loans to which we ultimately commit. Monroe Capital estimates
that it reviewed approximately 2,000 investment opportunities during 2016. Monroe Capital s over 1,000 previously
executed transactions, over 425 of which are with current borrowers, offer us another source of deal flow, as these
debt investments reach maturity or seek refinancing. As of December 31, 2016, Monroe Capital had a pipeline of
more than 250 transactions for an aggregate potential deal volume of greater than $5.0 billion for all funds under
management. We are also positioned to benefit from Monroe Capital s established brand name, strong track record in
partnering with industry participants and reputation for closing deals on time and as committed. Monroe Capital s
senior investment professionals are complemented by extensive experience in capital markets transactions, risk
management and portfolio monitoring.

Disciplined, Credit-First Underwriting Process. Monroe Capital has developed a systematic underwriting process
that applies a consistent approach to credit review and approval, with a focus on evaluating credit first and then

appropriately assessing the risk-reward profile of each loan. MC Advisors assessment of credit outweighs pricing and
other considerations, as we seek to minimize potential credit losses through effective due diligence, structuring and
covenant design. MC Advisors seeks to customize each transaction structure and financial covenant to reflect risks
identified through the underwriting and due diligence process. We also seek to actively manage our origination and

credit underwriting activities through personal visits and calls on all parties involved with an investment, including the

management team, private equity sponsors, if any, or other lenders.

Established Credit Risk Management Framework. We seek to manage our credit risk through a well-defined

portfolio strategy and credit policy. In terms of credit monitoring, MC Advisors assigns each loan to a particular
portfolio management professional and maintains an internal credit rating analysis for all loans. MC Advisors then

BUSINESS STRATEGY 16
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employs ongoing review and analysis, together with monthly investment committee meetings to review the status of
certain complex and challenging loans and a comprehensive quarterly review of all loan transactions. MC Advisors
investment professionals also have significant turnaround and debt work-out experience, which gives them
perspective on the risks and possibilities throughout the entire credit cycle. We believe this careful approach to
investment and monitoring enables us to identify problems early and gives us an opportunity to assist borrowers
before they face difficult liquidity constraints. By anticipating possible negative contingencies and preparing for them,
we believe that we diminish the probability of underperforming assets and loan losses.

BUSINESS STRATEGY 17
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Investment Structure
We structure our investments, which typically have maturities of three to seven years, as follows:

Senior Secured Loans. We structure senior secured loans to obtain security interests in the assets of the portfolio
company borrowers that serve as collateral in support of the repayment of such loans. This collateral may take the
form of first-priority liens on the assets of the portfolio company borrower. Our senior secured loans may provide for
moderate loan amortization in the early years of the loan, with the majority of the amortization deferred until loan
maturity.

Unitranche Loans. We structure our unitranche loans as senior secured loans. We obtain security interests in the
assets of these portfolio companies that serve as collateral in support of the repayment of these loans. This collateral
may take the form of first-priority liens on the assets of a portfolio company. Generally, we syndicate a first out
portion of the loan to an investor and retain a last out portion of the loan, in which case the first out portion of the loan
will generally receive priority with respect to payments of principal, interest and any other amounts due thereunder.
Unitranche structures combine characteristics of traditional first lien senior secured as well as second lien and
subordinated loans and our unitranche loans will expose us to the risks associated with second lien and subordinated
loans and may limit our recourse or ability to recover collateral upon a portfolio company s bankruptcy. Unitranche
loans typically provide for moderate loan amortization in the initial years of the facility, with the majority of the
amortization deferred until loan maturity. Unitranche loans generally allow the borrower to make a large lump sum
payment of principal at the end of the loan term, and there is a risk of loss if the borrower is unable to pay the lump
sum or refinance the amount owed at maturity. In many cases we, together with our affiliates, are the sole or majority
lender of our unitranche loans, which can afford us additional influence with a borrower in terms of monitoring and, if
necessary, remediation in the event of underperformance.

Junior Secured Loans. We structure junior secured loans to obtain a security interest in the assets of these portfolio
companies that serves as collateral in support of the repayment of such loans. This collateral may take the form of
second priority liens on the assets of a portfolio company. These loans typically provide for moderate loan
amortization in the initial years of the facility, with the majority of the amortization deferred until loan maturity.

Preferred Equity. We generally structure preferred equity investments to combine features of equity and debt. We
may obtain a security interest in the assets of these portfolio companies that serves as collateral in support of the
repayment of such preferred equity, which takes a priority to common shareholders. Preferred equity interests
generally have a stated dividend rate and may not have a fixed maturity date.

Warrants and Equity Co-Investment Securities. In some cases, we may also receive nominally priced warrants or
options to buy a minority equity interest in the portfolio company in connection with a loan. As a result, as a portfolio
company appreciates in value, we may achieve additional investment return from this equity interest. We may
structure such warrants to include provisions protecting our rights as a minority-interest holder, as well as a put, or
right to sell such securities back to the issuer, upon the occurrence of specified events. In other cases, we may make a
minority equity co-investment in the portfolio company in connection with a loan.

We tailor the terms of each investment to the facts and circumstances of the transaction and the prospective portfolio
company, negotiating a structure that protects our rights and manages our risk while creating incentives for the
portfolio company to achieve its business plan and improve its operating results. We seek to limit the downside
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potential of our investments by:

selecting investments that we believe have a very low probability of loss;
requiring a total return on our investments (including both interest and potential equity appreciation) that we believe
will compensate us appropriately for credit risk; and
8
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negotiating covenants in connection with our investments that afford our portfolio companies as much flexibility in
managing their businesses as possible, consistent with the preservation of our capital. Such restrictions may include
affirmative and negative covenants, default penalties, lien protection, change of control provisions and board rights,
including either observation or rights to a seat on the board of directors under some circumstances.

We expect to hold most of our investments to maturity or repayment, but we may sell some of our investments earlier
if a liquidity event occurs, such as a sale, recapitalization or worsening of the credit quality of the portfolio company.

Investments

We seek to create a diverse portfolio that includes senior secured, unitranche, junior secured loans and warrants and
equity co-investment securities by investing approximately $2.0 million to $18.0 million of capital, on average, in the
securities of middle-market companies. This investment size may vary proportionately with the size of our capital
base. Set forth below is a list of our ten largest portfolio company investments as of December 31, 2016, as well as the
top ten industries in which we were invested as of December 31, 2016, in each case calculated as a percentage of our
total investments at fair value as of such date (dollars in thousands):
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