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PART |

The terms "we," "us," "our," "Company" and "Prosp&apital” refer to Prospect Capital CorporationPfospect Capital Management"
or the "Investment Adviser" refers to Prospect @Gapvlanagement LLC; "Prospect Administration” oettAdministrator” refers to Prospect
Administration LLC

Our $150.0 million of 6.25% Convertible Senior Notlie 2015 are referred to as the 2015 Notes. @67 $ million of 5.5% Convertikt
Senior Notes due 2016 are referred to as the 20dt&s\N Our $130.0 million of 5.375% Convertible $eMNotes due 2017 are referred to as
the 2017 Notes. Our $200.0 million of 5.75% CoribkrtSenior Notes due 2018 are referred to as @E8Notes. Our $200.0 million of
5.875% Convertible Senior Notes due 2019 are reteto as the 2019 Notes, and collectively with2BE5 Notes, 2016 Notes, 2017 Notes an
the 2018 Notes, the Senior Convertible Notes. Q00® million of 6.95% Senior Notes due 2022 aferred to as the 2022 Notes. Our
$250.0 million of 5.875% Senior Notes due 2023raferred to as the 2023 Notes. Any Prospect CapitarNotes® issued pursuant to our
medium term notes program are referred to as thespect Capital InterNotes, and together with ouni8eConvertible Notes, the 2022 Notes
and 2023 Notes are referred to as Senior Notes.

ltem 1. Business.
General

We are a financial services company thimanily lends to and invests in middle market ptalg-held companies. We are a closed-end
investment company that has filed an election tordéegted as a business development company urelémtastment Company Act of 1940, or
the 1940 Act. We invest primarily in senior and eulinated debt and equity of companies in needpital for acquisitions, divestitures,
growth, development and recapitalization. We woithvthe management teams or financial sponsoredhk mvestments with historical cash
flows, asset collateral or contracted pro-formahdémns.

We currently have seven origination stretedn which we make investments: (1) lending iivgle equity sponsored transactions,
(2) lending directly to companies not owned by atésequity firms, (3) control investments in cogteroperating companies, (4) control
investments in financial companies, (5) investménttructured credit, (6) real estate investmeantsl, (7) investments in syndicated debt. We
continue to evaluate other origination strategiethe ordinary course of business with no spetiiisdown allocation to any single originati
strategy.

Lending in Private Equity Sponsored Tratisas—We make loans to companies which are coetidly leading private equity firms.
This debt can take the form of first lien, secaed,l unitranche or mezzanine loans. In making tiregestments, we look for a diversified
customer base, recurring demand for the produsérvice, barriers to entry, strong historical ctiglv and experienced management teams.
These loans typically have significant equity suliate to our loan position. This strategy hasesented approximately 50%-60% of our
business.

Lending Directly to Companies—We providédt#nancing to companies owned by non-private gufiims, the company founder, a
management team or a family. Here, in additiorhodtrengths we look for in a sponsored transactieralso look for the alignment with the
management team with significant invested capltais strategy often has less competition than thefe equity sponsor strategy because
company financing needs are not easily addresséeiks and often require more diligence preparafarect lending can result in higher
returns and lower leverage than sponsor transactiod may include warrants or equity to us. Thiestegy generally has comprised
approximately 10%-15% of our business.

Control Investments in Corporate Opera@ugnpanies—This strategy involves acquiring contiglstakes in non-financial operating
companies. Our investments in these companies are
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generally structured as a combination of yield-picdg debt and equity. We provide certainty of alasto our counterparties, give the seller
personal liquidity and generally look for managetrtercontinue on in their current roles. This stggt has comprised approximately 10%-15%
of our business.

Control Investments in Financial Companifsis strategy involves acquiring controlling stakefinancial companies, including
consumer direct lending, subprime auto lendinga@thér strategies. Our investments in these compam@generally structured as a
combination of yield-producing debt and equity. $&évestments are often structured in a tax-efficRIC (as defined below) compliant
partnership, enhancing returns. This strategy bagpcised approximately 10%-15% of our business.

Investments in Structured Credit—We makegtments in Collateralized Loan Obligations ("CL)Ygenerally taking a significant
position in the subordinated interests (equitydhef CLOs. The CLOs include a diversified portfaliobroadly syndicated loans and do not t
direct exposure to real estate, mortgages, subepdight, or consumer based debt. The CLOs in wh&mwest are managed by top-tier
collateral managers that have been thoroughlyatiligd prior to investment. This strategy has reptesl 10%-20% of the portfolio.

Real Estate Investments—We make investmemtsal estate through our wholly-owned &fficient real estate investment trust ("REI1
American Property Holdings Corp. Our real estatestments are in various classes of fully develaetioccupied real estate properties that
generate current yields. We seek to identify prigethat have historically high occupancy anddytezash flow generation. We partner with
established property managers with experience imagiag the property type to manage such propeaftes acquisition. This is a more recent
investment strategy that has represented lessb#tanf our business.

Investments in Syndicated Debt—On an opmistic basis, we make investments in loans ank yigld bonds that have been sold to a
syndicate of buyers. Here we look for investmerith attractive risk-adjusted returns after we hemmpleted a fundamental credit analysis.
These investments are purchased with a long tangrabd-hold outlook and we look to provide sigrafit structuring input by providing
anchoring orders. This strategy has representebxeipmately 5%-10% of the portfolio.

Typically, we concentrate on making invesiits in companies with annual revenues of less$f@&0 million and enterprise values of less
than $1 billion. Our typical investment involvesecured loan of less than $250 million. We alsa&eccontrolling interests in companies in
conjunction with making secured debt investmentsuich companies. In most cases, companies in wiednvest are privately held at the ti
we invest in them. We refer to these companiesaagét" or "middle market" companies and thesestments as "middle market investmer

We seek to maximize total returns to owestors, including both current yield and equitgidp, by applying rigorous credit analysis and
asset-based and cash-flow based lending technigueake and monitor our investments. We are cugrgntrsuing multiple investment
opportunities, including purchases of portfoliosnir private and public companies, as well as origpna and secondary purchases of particule
securities. We also regularly evaluate control stneent opportunities in a range of industries, sorde of these investments could be materia
to us. There can be no assurance that we will ssfidéy consummate any investment opportunity veecarrently pursuing. If any of these
opportunities are consummated, there can be noaassithat investors will share our view of valoator that any assets acquired will not be
subject to future write downs, each of which cdude an adverse effect on our stock price.

We seek to be a long-term investor with pantfolio companies. From our July 27, 2004 ingapto the fiscal year ended June 30, 2007,
we invested primarily in industries related to theustrial/energy economy. Since then, we have médeour strategy to focus in other sectors
of the economy
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and continue to reduce our exposure to the enadyystry, and our holdings in the energy and enegtated industries now represent less thar
7% of our investment portfolio.

We have been organized as a closed-endtimeat company since April 13, 2004 and have fierctlection to be treated as a business
development company under the Investment Compahpf940 (the "1940 Act"). We are a non-diversifeompany within the meaning of
the 1940 Act. Our headquarters are located at $044h Street, 44th Floor, New York, NY 10016, and telephone number is (212) 448-
0702. Our investment adviser is Prospect Capitaiddament LLC.

Our Investment Objective and Policies

Our investment objective is to generatdnlmnirrent income and long-term capital appreciatimough debt and equity investments. We
focus on making investments in private companies.af¢ a non-diversified company within the meamihthe 1940 Act.

We invest primarily in first and secondligenior loans and mezzanine debt. First and sdmdenior loans generally are senior debt
instruments that rank ahead of subordinated deatgifen portfolio company. These loans also hheebenefit of security interests on the
assets of the portfolio company, which may rankadhaf or be junior to other security interests. E&rne debt and our investments in CLOs
are subordinated to senior loans and are genenadigcured. Our investments have generally rangseeba $5 million and $250 million each,
although the investment size may be more or lems tihis range. Our investment sizes are expectgrbte as our capital base expands.

We also acquire controlling interests impanies in conjunction with making secured debggtments in such companies. These may b
in several industries, including industrial, seeyiceal estate and financial businesses.

We seek to maximize returns and minimizk for our investors by applying rigorous analysisnake and monitor our investments. W
the structure of our investments varies, we carshin senior secured debt, senior unsecured sighdrdinated secured debt, subordinated
unsecured debt, mezzanine debt, convertible debtectible preferred equity, preferred equity, coomnequity, warrants and other instrume
many of which generate current yield. While ounmary focus is to seek current income through inaest in the debt and/or dividend-paying
equity securities of eligible privately-held, thiniraded or distressed companies and long-terntadgppreciation by acquiring accompanying
warrants, options or other equity securities ohscmmpanies, we may invest up to 30% of the padtiol opportunistic investments in order to
seek enhanced returns for stockholders. Such imeggs may include investments in the debt and yéustruments of broadly-traded public
companies. We expect that these public companiesrglly will have debt securities that are non-stweent grade. Such investments may als
include purchases (either in the primary or secondearkets) of the equity and junior debt trancbia type of such pools known as CLOs.
Structurally, CLOs are entities that are formetiatd a portfolio of senior secured loans ("SenieciBed Loans") made to companies whose
debt is rated below investment grade or, in limtgdumstances, unrated . The Senior Secured Lwdh; a CLO are limited to Senior
Secured Loans which meet specified credit and dityecriteria and are subject to concentrationti@tidns in order to create an investment
portfolio that is diverse by Senior Secured Loarrtwer, and industry, with limitations on non-Utsrrowers. Within this 30% basket, we
have and may make additional investments in dedbeguity securities of financial companies and canigs located outside of the United
States.

Our investments may include other equityeBiments, such as warrants, options to buy a ftyrioterest in a portfolio company, or
contractual payment rights or rights to receiveapprtional interest in the operating cash flownet income of such company. When
determined by the Investment Adviser to be in astlinterest, we may acquire a controlling inteirest portfolio company. Any warrants we
receive with our debt securities may require onhominal cost to exercise, and thus, as a porttmimpany appreciates in value, we may
achieve additional investment return




Table of Contents

from this equity interest. We have structured, afidcontinue to structure, some warrants to inelymtovisions protecting our rights as a
minority-interest or, if applicable, controllingtarest holder, as well as puts, or rights to sethssecurities back to the company, upon the
occurrence of specified events. In many cases,btagroregistration rights in connection with thesgiity interests, which may include demanc
and "piggyback” registration rights.

We plan to hold many of our investmentsiturity or repayment, but will sell an investmeatlier if a liquidity event takes place, such
as the sale or recapitalization of a portfolio camyg or if we determine a sale of such investmeietin our best interest.

We have qualified and elected to be trefdet).S. Federal income tax purposes as a Regitevestment Company ("RIC"), under
Subchapter M of the Code. As a RIC, we generallpalchave to pay corporate-level U.S. Federal iretames on any ordinary income or
capital gains that we distribute to our stockhaddes dividends. To continue to qualify as a RICmuest, among other things, meet certain
source-of-income and asset diversification requinets (as described below). In addition, to qudbifyRIC tax treatment we must distribute to
our stockholders, for each taxable year, at |e@% 6f our "investment company taxable income," Wwh&cgenerally our ordinary income plus
the excess of our realized net short-term capaadsgover our realized net long-term capital losses

For a discussion of the risks inherentun portfolio investments, see "Risk Factors—Risksang to our Investments."
Industry Sectors

While our original investments were concated in industrial and energy related companiescantinue to widen our focus in other
sectors of the economy to diversify our portfolmdings. Our portfolio is now well diversified in®6 industry categories with no individual
industry comprising more than 14.6% of the portfan either a cost or fair value basis.

Ongoing Relationships with Portfolio Companies
Monitoring

Prospect Capital Management monitors ouf@m companies on an ongoing basis. Prospecit@ldganagement will continue to
monitor the financial trends of each portfolio canp to determine if it is meeting its business @ad to assess the appropriate course of
action for each company.

Prospect Capital Management employs sewes#tiods of evaluating and monitoring the perforoesand value of our investments, which
may include, but are not limited to, the following:

. Assessment of success in adhering to the portfolinpany's business plan and compliance with couspan

. Regular contact with portfolio company managenaa, if appropriate, the financial or strategiorssor, to discuss financial
position, requirements and accomplishments;

. Attendance at and participation in board meeatioigthe portfolio company; and

. Review of monthly and quarterly financial statensesntd financial projections for the portfolio compa

Investment Valuatio

To value our assets, we follow the guidanfcAccounting Standards Codification ("ASC") 8@t defines fair value, establishes a
framework for measuring fair value in conformitytivaccounting
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principles generally accepted in the United State&merica, or GAAP, and requires disclosures alf@utvalue measurements.
ASC 820 classifies the inputs used to meathese fair values into the following hierarchy:
Level 1: Quoted prices in active markets for identesgdets or liabilities, accessible by the Compartgeameasurement date.

Level 2: Quoted prices for similar assets or liabiliiesictive markets, or quoted prices for identfoalsimilar assets or
liabilities in markets that are not active, or atbbservable inputs other than quoted prices.

Level 3: Unobservable inputs for the asset or liability.

In all cases, the level in the fair valuerarchy within which the fair value measuremernitsrentirety falls has been determined based on
the lowest level of input that is significant teetfair value measurement. Our assessment of thdisance of a particular input to the fair va
measurement in its entirety requires judgment amsiders factors specific to each investment.

ASC 820 applies to fair value measuremaheady required or permitted by other standards.

In accordance with ASC 820, the fair vadi®ur investments is defined as the price thatwwald receive upon selling an investment in
an orderly transaction to an independent buyenénprincipal or most advantageous market in whieth investment is transacted.

Our Board of Directors has established @doces for the valuation of our investment portfolihese procedures are detailed below.
Investments for which market quotationsragalily available are valued at such market qionat

For most of our investments, market quotetiare not available. With respect to investmfartsrhich market quotations are not readily
available or when such market quotations are deeratetb represent fair value, our Board of Diresthas approved a multi-step valuation
process each quarter, as described below:

1) Each portfolio company or investment is reviewedhy investment professionals with an independahtation firm engaged
by our Board of Directors;

2) the independent valuation firms conduct indelee appraisals and make their own independenssssat;

3) the Audit Committee of our Board of Directoeviews and discusses the preliminary valuatiomefihvestment Adviser and
that of the independent valuation firms; and

4) the Board of Directors discusses valuations anérdghes the fair value of each investment in outfplio in good faith based
on the input of the Investment Adviser, the respedhdependent valuation firm and the Audit Contaest

Investments are valued utilizing a shadowdbapproach, a market approach, an income appradicjuidation approach, or a combinai
of approaches, as appropriate. The shadow bondharicet approaches use prices and other relevatnation generated by market
transactions involving identical or comparable tsee liabilities (including a business). The ina@approach uses valuation techniques to
convert future amounts (for example, cash flowsamings) to a single present value amount (digeollrtalculated based on an appropriate
discount rate. The measurement is based on theestnt value indicated by current market expextatabout those future amounts. In
following these approaches, the types of factaas we may take into account in fair value pricing mvestments include, as relevant:
available current market data, including relevartt applicable
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market trading and transaction comparables, afgpéaaarket yields and multiples, security covenaradl protection provisions, information
rights, the nature and realizable value of anyatethl, the portfolio company's ability to make pants, its earnings and discounted cash fl
the markets in which the portfolio company doesress, comparisons of financial ratios of peer canigs that are public, M&A comparabl
the principal market and enterprise values, amdhgrdactors.

Our investments in CLOs are classified &C/820 level 3 securities, and are valued usingpdisted cash flow model. The valuations
have been accomplished through the analysis dfti@ deal structures to identify the risk exposuresm the modeling point of view. For ea
security, the most appropriate valuation approashideen chosen from alternative approaches toettsimost accurate valuation for each
security. To value a CLO, both the assets andlili@si of the CLO capital structure need be modeWd use a waterfall engine to store the
collateral data, generate collateral cash flowmftbe assets, and distributes the cash flow tdiahdity structure based on the payment
priorities, and discount them back using propecalisit rates that incorporate all the risk fact@fse main risk factors are: default risk, interest
rate risk, downgrade risk, and credit spread risk.

For a discussion of the risks inherentetedmining the value of securities for which repdiVailable market values do not exist, see "Ris
Factors—Risks relating to our business—Most offmrntfolio investments are recorded at fair valueletermined in good faith under the
direction of our Board of Directors and, as a resbkre is uncertainty as to the value of ourfptid investments."

Valuation of Other Financial Assets and Financiahilities

ASC Subtopic 820-10-05-The Fair Value Option for Financial Assets and Fingl Liabilities, ("ASC 820-10-05-1") permits an entity
to elect fair value as the initial and subsequesdsnrement attribute for many assets and lialsilfie which the fair value option has been
elected and similar assets and liabilities measus@ty another measurement attribute. We haveeelewdt to value some assets and liabilities
at fair value as would be permitted by ASC 820-5610

Managerial Assistanc

As a business development company, we,aifed must provide upon request, managerial assist® certain of our portfolio companies.
This assistance could involve, among other thimgmitoring the operations of our portfolio companiparticipating in board and managemen
meetings, consulting with and advising officergpoftfolio companies and providing other organizagicand financial guidance. Prospect
Administration provides such managerial assistamceur behalf to portfolio companies when we atpiired to provide this assistance. We
also deemed to be providing managerial assistanak portfolio companies that we control, eithgrdurselves or in conjunction with others.

Investment Adviser

Prospect Capital Management manages oesiments as the Investment Adviser. Prospect Cafitaagement is a Delaware limited
liability corporation that has been registeredmiaestment adviser under the Investment Adviseroh 1940 (the "Advisers Act") since
March 31, 2004. Prospect Capital Management ikyedohn F. Barry Ill and M. Grier Eliasek, two seméxecutives with significant
investment advisory and business experience. Bassks. Barry and Eliasek spend a significant amoluttiteir time in their roles at Prospect
Capital Management working on the Company's befak. principal executive offices of Prospect Cdptanagement are 10 East 40th Str
44th Floor, New York, NY 10016. We depend on the diligence, skill and network of business contaftfhe senior management of the
Investment Adviser. We also depend, to a signitieagent, on the Investment Adviser's investmenfgssionals and the information and deal
flow generated by those investment professionalkeércourse of their investment and portfolio
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management activities. The Investment Adviser'sosenanagement team evaluates, negotiates, stasgteioses, monitors and services our
investments. Our future success depends to a isignifextent on the continued service of the sem@anagement team, particularly John F.
Barry Ill and M. Grier Eliasek. The departure of/a the senior managers of the Investment Aduwiseild have a materially adverse effect on
our ability to achieve our investment objectivealidition, we can offer no assurance that Progpapital Management will remain the
Investment Adviser or that we will continue to haceess to its investment professionals or itsié&tion and deal flow. Under the Investm
Advisory Agreement, we pay Prospect Capital Managgrimvestment advisory fees, which consist of mmual base management fee base
our gross assets as well as a two-part incentwédsed on our performance. Mr. Barry currentlytrcds Prospect Capital Management.

Investment Advisory Agreement
Terms

We have entered into an investment adviaad/management agreement (the "Investment Advisgrgement") with Prospect Capital
Management, under which the Investment Adviserjesiitbo the overall supervision of our Board of &itors, manages our day-to-day
operations and provides us with investment adviseryices. Under the terms of the Investment Adyig@reement, the Investment Adviser:
(i) determines the composition of our portfolioe tiature and timing of the changes to our portfatid the manner of implementing such
changes, (ii) identifies, evaluates and negotittestructure of the investments we make (inclugiegorming due diligence on our prospec
portfolio companies); and (iii) closes and monitongestments we make.

Prospect Capital Management's servicesruhddnvestment Advisory Agreement are not exeteisand it is free to furnish similar
services to other entities so long as its senicess are not impaired. For providing these sesyitiee Investment Adviser receives a fee from
us, consisting of two components: a base manageieeiaind an incentive fee. The base managemeit éedculated at an annual rate of
2.00% on our gross assets (including amounts baudw-or services currently rendered under thedimrent Advisory Agreement, the base
management fee is payable quarterly in arrearsb@ke management fee is calculated based on thegawalue of our gross assets at the en
of the two most recently completed calendar quared appropriately adjusted for any share issgamceepurchases during the current
calendar quarter. Base management fees for anglgadnth or quarter are appropriately prorated.

The incentive fee has two parts. The fiest, the income incentive fee, is calculated amghple quarterly in arrears based on our pre-
incentive fee net investment income for the immiedyapreceding calendar quarter. For this purppesincentive fee net investment income
means interest income, dividend income and any aticeme (including any other fees (other than feeproviding managerial assistance),
such as commitment, origination, structuring, @itige and consulting fees and other fees that veéveefrom portfolio companies) accrued
during the calendar quarter, minus our operatimgeases for the quarter (including the base managei®ee, expenses payable under the
Administration Agreement described below, and antigrest expense and dividends paid on any issutdwstanding preferred stock, but
excluding the incentive fee). Phecentive fee net investment income includes, exdase of investments with a deferred interestifegsuch ¢
original issue discount, debt instruments with pamgtrin kind interest and zero coupon securitiesjrwed income that we have not yet rece
in cash. Pre-incentive fee net investment incomesdmt include any realized capital gains, realagatal losses or unrealized capital
appreciation or depreciation. Freentive fee net investment income, expressedrageaf return on the value of our net assetieaend of th
immediately preceding calendar quarter, is comptared'hurdle rate" of 1.75% per quarter (7.00%uetized).

7
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The net investment income used to calcukasepart of the incentive fee is also includedha amount of the gross assets used to calculz
the 2.00% base management fee. We pay the Invels&deiser an income incentive fee with respectuo pre-incentive fee net investment
income in each calendar quarter as follows:

. no incentive fee in any calendar quarter in Whaar pre-incentive fee net investment income dugexceed the hurdle rate;

. 100.00% of our pre-incentive fee net investniradbme with respect to that portion of such presmive fee net investment
income, if any, that exceeds the hurdle rate blass than 125.00% of the quarterly hurdle rat@niy calendar quarter (8.75%
annualized with a 7.00% annualized hurdle rate]; an

. 20.00% of the amount of our pre-incentive fee neestment income, if any, that exceeds 125.00%efuarterly hurdle rate in
any calendar quarter (8.75% annualized with a 7.@8%walized hurdle rate).

These calculations are appropriately peatdbr any period of less than three months angiséeljl for any share issuances or repurchases
during the current quarter.

The second part of the incentive fee, tiygital gains incentive fee, is determined and pkyebarrears as of the end of each calendar ye
(or upon termination of the Investment Advisory Agment, as of the termination date), and equaB020 of our realized capital gains for the
calendar year, if any, computed net of all realicegital losses and unrealized capital depreciatidhe end of such year. In determining the
capital gains incentive fee payable to the Investelviser, we calculate the aggregate realizedtaagains, aggregate realized capital losses
and aggregate unrealized capital depreciationpplécable, with respect to each investment thatd®as) in our portfolio. For the purpose of
this calculation, an "investment" is defined asttital of all rights and claims which may be assgdgainst a portfolio company arising out of
our participation in the debt, equity, and otheaficial instruments issued by that company. Agdesgzalized capital gains, if any, equals the
sum of the differences between the aggregate text peice of each investment and the aggregatebesst of such investment when sold or
otherwise disposed of. Aggregate realized capitgdds equal the sum of the amounts by which theeggte net sales price of each investmen
is less than the aggregate cost basis of suchtmeeas when sold or otherwise disposed. Aggregatealized capital depreciation equals the
sum of the differences, if negative, between ttgregpate valuation of each investment and the ag¢gempst basis of such investment as of th
applicable calendar yeand. At the end of the applicable calendar yearathount of capital gains that serves as the bas@ur calculation ¢
the capital gains incentive fee involves nettingragate realized capital gains against aggregatized capital losses on a sinoeeption basi
and then reducing this amount by the aggregatealined capital depreciation. If this number is pi@si then the capital gains incentive fee
payable is equal to 20.00% of such amount, lesaglgeegate amount of any capital gains incenties feid since inception.
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Examples of Quarterly Incentive Fee Calculat
Example 1: Income Incentive Fee(*):
Alternative 1
Assumption:
Investment income (including interest, damds, fees, etc.) = 1.25%
Hurdle rate(1) = 1.75%
Base management fee(2) = 0.50%
Other expenses (legal, accounting, custodian,feaagent, etc.)(3) = 0.20%
Pre-incentive fee net investment income (investnredme - (base management fee + other expens€shbso
Pre-incentive net investment income does not exbeedle rate, therefore there is no income incenfie.
Alternative 2
Assumption:
Investment income (including interest, dends, fees, etc.) = 2.70%
Hurdle rate(1) = 1.75%
Base management fee(2) = 0.50%
Other expenses (legal, accounting, custodian,feaagent, etc.)(3) = 0.20%
Pre-incentive fee net investment income (investrnmadme - (base management fee + other expens@s)so

Pre-incentive net investment income exceeds huadde therefore there is an income incentive fgalplg by us to the Investment
Adviser.

Income incentive Fee = 100% x "Catch Up" + the tmeaf 0% AND (20% x (pre-incentive fee net investrhincome - 2.1875%)
= (100% x (2.00% - 1.75%)) + 0%
= 100% x 0.25% + 0%

=0.25%
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Alternative 3
Assumption:
Investment income (including interest, dads, fees, etc.) = 3.00%
Hurdle rate(1) = 1.75%
Base management fee(2) = 0.50%
Other expenses (legal, accounting, custodian,feaagent, etc.)(3) = 0.20%
Pre-incentive fee net investment income (investnredme - (base management fee + other expens@s3éo

Pre-incentive net investment income exceeds huadie therefore there is an income incentive fealple by us to the Investment
Adviser.

Income incentive Fee = 100% x "Catch Up" + the gmeaf 0% AND (20% x (pre-incentive fee net investrhincome - 2.1875%)
= (100% x (2.1875% - 1.75%)) + the greater of 0%DAR0% x (2.30% - 2.1875%))

= (100% x 0.4375%) + (20% x 0.1125%)

= 0.4375% + 0.0225%

=0.46%

(1) Represents 7% annualized hurdle rate.

(2) Represents 2% annualized base management fee.

3 Excludes organizational and offering expenses.

* The hypothetical amount of pre-incentive fee neegiment income shown is based on a percentagéabhiet assets.

Example 2: Capital Gains Incentive Fee:

Alternative 1

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

The impact, if any, on the capital gainstipo of the incentive fee would be:

. Year 1: No impact
. Year 2: No impact
. Year 3: Decrease base amount on which the secahdfge incentive fee is calculated by $3 milli@mrealized capital

depreciation)

. Year 4: Increase base amount on which the secamdfptae incentive fee is calculated by $4 milligs1 million of realizec



capital gain and $3 millioreversalin unrealized capital depreciation)
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Alternative 2

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

The impact, if any, on the capital gainstipo of the incentive fee would be:

. Year 1: No impact

. Year 2: Decrease base amount on which the squamiaf the incentive fee is calculated by $3 imill(unrealized capital
depreciation)

. Year 3: No impact

. Year 4: Increase base amount on which the secandfife incentive fee is calculated by $3 millioreversalin unrealized
capital depreciation)

. Year 5: Decrease base amount on which the secohdfgihe incentive fee is calculated by $2 milli@mrealized capital
depreciation)

. Year 6: Decrease base amount on which the squamaf the incentive fee is calculated by $3 imill($5 million of realized
capital loss offset by a $2 milliaeversalin unrealized capital depreciation)

Alternative 3

Assumption:
. Year 1: $20 million investment made in company kyestment A"), and $20 million investment madeampany B
("Investment B")
. Year 2: FMV of Investment A is determined to$®41 million, and Investment B is sold for $18 nutii
. Year 3: Investment A is sold for $23 million

The impact, if any, on the capital gainstipo of the incentive fee would be:

. Year 1: No impact

. Year 2: Decrease base amount on which the secaohdffihe incentive fee is calculated by $2 milligealized capital loss on
Investment B)

. Year 3: Increase base amount on which the separidf the incentive fee is calculated by $3 imrl(realized capital gain on
Investment A)

Alternative 4
Assumption:

. Year 1: $20 million investment made in company lyéstment A"), and $20 million investment madeampany B
("Investment B")
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. Year 2: FMV of Investment A is determined to be $2illion, and FMV of Investment B is determinedie $17 million
. Year 3: FMV of Investment A is determined to be $dilion, and FMV of Investment B is determinedde $18 million
. Year 4: FMV of Investment A is determined to be $dilion, and FMV of Investment B is determinedie $21 million
. Year 5: Investment A is sold for $17 million, amtéstment B is sold for $23 million

The impact, if any, on the capital gainstipo of the incentive fee would be:

. Year 1: No impact

. Year 2: Decrease base amount on which the squam@f the incentive fee is calculated by $3imil(unrealized capital
depreciation on Investment B)

. Year 3: Decrease base amount on which the secohdffthe incentive fee is calculated by $1 milligh2 million in unrealized
capital depreciation on Investment A and $1 millienovery in unrealized capital depreciation orebtment B)

. Year 4: Increase base amount on which the secandfife incentive fee is calculated by $3 millighi million recovery in
unrealized capital depreciation on Investment A $&dhnillion recovery in unrealized capital depréicia on Investment B)

. Year 5: Increase base amount on which the separidf the incentive fee is calculated by $1 imll($3 million realized capital
gain on Investment B offset by $3 million realizegpital loss on Investment A plus a $1 million nesad in unrealized capital
depreciation on Investment A from Year 4).

Duration and Terminatiol

The Investment Advisory Agreement was orddly approved by our Board of Directors on JuneZ®4 and was recently re-approved by
the Board of Directors on May 3, 2013 for an addisil one-year term expiring June 22, 2014. Unlesaihated earlier as described below, it
will remain in effect from year to year thereafiieapproved annually by our Board of Directors grthe affirmative vote of the holders of a
majority of our outstanding voting securities, undihg, in either case, approval by a majority of dimectors who are not interested persons.
The Investment Advisory Agreement will automatigairminate in the event of its assignment. Thestment Advisory Agreement may be
terminated by either party without penalty upon matre than 60 days' written notice to the othee '&isk factors—Risks relating to our
business—We are dependent upon Prospect Capitalddarent's key management personnel for our futloeess."

Indemnification

The Investment Advisory Agreement provittest, absent willful misfeasance, bad faith or gnosgligence in the performance of its
duties or by reason of the reckless disregardsafities and obligations, Prospect Capital Managérrd its officers, managers, agents,
employees, controlling persons, members and arer géerson or entity affiliated with it are entitlemlindemnification from us for any
damages, liabilities, costs and expenses (includiagonable attorneys' fees and amounts reasopaidlyn settlement) arising from the
rendering of Prospect Capital Management's servindsr the Investment Advisory Agreement or otheevéds the Investment Adviser.
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Administration Agreement

We have also entered into an administradigreement (the "Administration Agreement") witlogpyect Administration under which
Prospect Administration, among other things, presi¢or arranges for the provision of) administeservices and facilities for us. For
providing these services, we reimburse ProspectiAidimation for our allocable portion of overheadurred by Prospect Administration in
performing its obligations under the Administratidgreement, including rent and our allocable portd the costs of Brian H. Oswald, our
chief financial officer and chief compliance officand his staff, including the internal legal §téfnder this agreement, Prospect
Administration furnishes us with office facilitiesquipment and clerical, bookkeeping and recorgikgeservices at such facilities. Prospect
Administration also performs, or oversees the parémce of, our required administrative servicedctvinclude, among other things, being
responsible for the financial records that we agpired to maintain and preparing reports to caeldtolders and reports filed with the
Securities and Exchange Commission, or the SE&ddiition, Prospect Administration assists us iredeining and publishing our net asset
value, overseeing the preparation and filing oftantrreturns and the printing and disseminatiorepbrts to our stockholders, and generally
oversees the payment of our expenses and the penfice of administrative and professional servieagered to us by others. Under the
Administration Agreement, Prospect Administratiésogorovides on our behalf managerial assistantieose portfolio companies to which we
are required to provide such assistance. The Adination Agreement may be terminated by eitherypaithout penalty upon 60 days' written
notice to the other party. Prospect Administratga wholly owned subsidiary of the Investment Astvi

We reimbursed Prospect Administration $8ilfion, $6.8 million and $4.9 million for the twe months ended June 30, 2013, June 30,
2012 and June 30, 2011, respectively, for senitqa®vided to the Company at cost.

Payment of Our Expenses

All investment professionals of the InvestrmAdviser and its respective staff, when andhéoextent engaged in providing investment
advisory and management services, and the compamsaid routine overhead expenses of such persafioedble to such services, will be
provided and paid for by the Investment Adviser. Méar all other costs and expenses of our opega#ind transactions, including those
relating to: organization and offering; calculatiminour net asset value (including the cost andeesps of any independent valuation firm);
expenses incurred by Prospect Capital Managemgabjmato third parties, including agents, consu#tam other advisers (such as independer
valuation firms, accountants and legal counseljpanitoring our financial and legal affairs andwonitoring our investments and performing
due diligence on our prospective portfolio companieterest payable on debt, if any, and dividguadgable on preferred stock, if any, incurred
to finance our investments; offerings of our deloi, preferred shares, our common stock and otlearrigies; investment advisory fees; fees
payable to third parties, including agents, comsu#t or other advisors, relating to, or associaitigtt, evaluating and making investments;
transfer agent and custodial fees; registratios; fiésting fees; taxes; independent directors' feebexpenses; costs of preparing and filing
reports or other documents with the SEC; the aufstésiy reports, proxy statements or other notioestdckholders, including printing costs;
allocable portion of the fidelity bond, directorsdaofficers/errors and omissions liability insurapand any other insurance premiums; direct
costs and expenses of administration, includingtaudnd legal costs; and all other expenses ieclioy us, by the Investment Adviser or by
Prospect Administration in connection with admieistg our business, such as our allocable porti@mverhead under the administration
agreement, including rent and our allocable portibthe costs of our chief compliance officer ahée€ financial officer and their respective
staffs under the sub-administration agreement idkdr described below.
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License Agreement

We entered into a license agreement witlsfprct Capital Management, pursuant to which Pobspapital Management agreed to grant
us a nonexclusive, royalty free license to usendrae "Prospect Capital." Under this agreement, ave fa right to use the Prospect Capital
name, for so long as Prospect Capital Managemeam®of its affiliates remains the Investment Advigther than with respect to this limited
license, we have no legal right to the Prospecit@lapame. This license agreement will remain iieetffor so long as the Investment Advisory
Agreement with the Investment Adviser is in effect.

Determination of Net Asset Value

The net asset value per share of our mdstg shares of common stock will be determinedtgulg by dividing the value of total assets
minus liabilities by the total number of sharesstanding.

In calculating the value of our total assete will value investments for which market quiotas are readily available at such market
guotations. Short-term investments which matur@Gmays or less, such as U.S. Treasury bills, alteed at amortized cost, which
approximates market value. The amortized cost neeithelves recording a security at its cost (jpeincipal amount plus any premium and
any discount) on the date of purchase and thereafiertizing/accreting that difference betweenghiacipal amount due at maturity and cost
assuming a constant yield to maturity as determateade time of purchase. Short-term securitiecivinmature in more than 60 days are value
at current market quotations by an independenirgyiservice or at the mean between the bid anghds&s obtained from at least two brokers
or dealers (if available, or otherwise by a primtimarket maker or a primary market dealer). Inwesits in money market mutual funds are
valued at their net asset value as of the clodrisihess on the day of valuation.

Most of the investments in our portfolio mlat have market quotations which are readily abdé, meaning the investments do not have
actively traded markets. Debt and equity securfoesvhich market quotations are not readily ada@aare valued with the assistance of an
independent valuation service using a documentkehtran policy and a valuation process that is siaatly applied under the direction of our
Board of Directors. For a discussion of the riskseirent in determining the value of securitiesifbich readily available market values do not
exist, see "Risk Factors—Risks Relating to Our Bess—Most of our portfolio investments are recoraefdir value as determined in good
faith under the direction of our Board of Directarsd, as a result, there is uncertainty as to éfigevof our portfolio investments."

The factors that may be taken into accaumtluing such investments include, as relevéna portfolio company's ability to make
payments, its estimated earnings and projecteduliged cash flows, the nature and realizable vafl@ay collateral, the financial environme
in which the portfolio company operates, comparsstunsecurities of similar publicly traded companiehanges in interest rates for similar
debt instruments and other relevant factors. Dubddnherent uncertainty of determining the failue of investments that do not have readily
available market quotations, the fair value of éhiewestments may differ significantly from the was that would have been used had such
market quotations existed for such investments,amydsuch differences could be material.

As part of the fair valuation process, itheependent valuation firm engaged by the BoarDicdctors performs a review of each debt and
equity investment requiring fair valuation and pd®s a range of values for each investment, whildng with management's valuation
recommendations, is reviewed by our Audit Committddanagement and the independent valuation firm athyst their preliminary
evaluations to reflect comments provided by ourif@dmmittee. The Audit Committee reviews the fimaluation report and management's
valuation recommendations and makes a recommendatithe Board of Directors based on its analysth® methodologies employed and
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the various weights that should be accorded to padion of the valuation as well as factors tlat independent valuation firm and
management may not have included in their evalogtiocesses. The Board of Directors then evalihgesdudit Committee recommendations
and undertakes a similar analysis to determindain@alue of each investment in the portfolio imogl faith.

Determination of fair values involves suibiee judgments and estimates not susceptibletistantiation by auditing procedures.
Accordingly, under current accounting standards,nbtes to our financial statements will refertte tincertainty with respect to the possible
effect of such valuations, and any change in sadhations, on our financial statements.

Dividend Reinvestment Plan

We have adopted a dividend reinvestmenmt filat provides for reinvestment of our distribnan behalf of our stockholders, unless a
stockholder elects to receive cash as providediabeks a result, when our Board of Directors authesi and we declare, a cash dividend, thet
our stockholders who have not "opted out" of owid#ind reinvestment plan will have their cash divids automatically reinvested in
additional shares of our common stock, rather tkariving the cash dividends.

No action is required on the part of a stagied stockholder to have their cash dividendvesited in shares of our common stock. A
registered stockholder may elect to receive aneedtvidend in cash by notifying the plan admirastr and our transfer agent and registrar, in
writing so that such notice is received by the @dministrator no later than the record date feiddinds to stockholders. The plan
administrator sets up an account for shares aatjthreugh the plan for each stockholder who hasteatted to receive dividends in cash and
hold such shares in non-certificated form. Uporuesq by a stockholder participating in the plae, plan administrator will, instead of
crediting shares to the participant's accountgissuertificate registered in the participant's @don the number of whole shares of our com!
stock and a check for any fractional share. Sughest by a stockholder must be received three piaysto the dividend payable date in order
for that dividend to be paid in cash. If such rexjug received less than three days prior to thieleind payable date, then the dividends are
reinvested and shares are repurchased for thehstiolel's account; however, future dividends ard pati in cash on all balances. Those
stockholders whose shares are held by a brokeher inancial intermediary may receive dividendgash by notifying their broker or other
financial intermediary of their election.

We primarily use newly issued shares tolément the plan, whether our shares are tradiagpaémium or at a discount to net asset vi
However, we reserve the right to purchase shardgsiopen market in connection with our implemeataof the plan. The number of shares tc
be issued to a stockholder is determined by digidive total dollar amount of the dividend payablsuch stockholder by the market price per
share of our common stock at the close of regudating on The NASDAQ Global Select Market on thst lausiness day before the payment
date for such dividend. Market price per shareha date will be the closing price for such sham@3he NASDAQ Global Select Market or, if
no sale is reported for such day, at the averadgieedf reported bid and asked prices. The numbshafes of our common stock to be
outstanding after giving effect to payment of tidend cannot be established until the value paresat which additional shares will be iss
has been determined and elections of our stockielte/e been tabulated. Stockholders who do not Eleeceive dividends in shares of
common stock may experience accretion to the rset aslue of their shares if our shares are tradiregpremium at the time we issue new
shares under the plan and dilution if our sharedrading at a discount. The level of accretiodiscount would depend on various factors,
including the proportion of our stockholders whatjggpate in the plan, the level of premium or a@igot at which our shares are trading and th
amount of the dividend payable to a stockholder.
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There are no brokerage charges or othegebdo stockholders who participate in the pldre Plan administrator's fees under the plat
paid by us. If a participant elects by written petto the plan administrator to have the plan adstnator sell part or all of the shares held by
plan administrator in the participant's account esdit the proceeds to the participant, the planiaitrator is authorized to deduct a $15
transaction fee plus a $0.10 per share brokeragentssions from the proceeds.

Stockholders who receive dividends in i of stock are subject to the same U.S. Fedstatk and local tax consequences as are
stockholders who elect to receive their dividendsadsh. A stockholder's basis for determining gaitoss upon the sale of stock received in a
dividend from us will be equal to the total dollanount of the dividend payable to the stockhol@er stock received in a dividend will havt
new holding period for tax purposes commencinghenday following the day on which the shares agélited to the U.S. Stockholder's
account.

Participants may terminate their accountden the plan by notifying the plan administrati@ s website at www.amstock.com or by
filling out the transaction request form locatedhest bottom of their statement and sending it éoplan administrator at American Stock
Transfer & Trust Company, P.O. Box 922, Wall Stigégttion, New York, NY 10269-0560 or by calling thlan administrator's Interactive
Voice Response System at (888) 888-0313.

The plan may be terminated by us upon adtievriting mailed to each participant at leastia3gs prior to any payable date for the
payment of any dividend by us. All correspondermecerning the plan should be directed to the pthmiaistrator by mail at American Stock
Transfer & Trust Company, 59 Maiden Lane, New Yk, 10007 or by telephone at (718) 921-8200.

Stockholders who purchased their sharesigir or hold their shares in the name of a brokénancial institution should consult with a
representative of their broker or financial ingtita with respect to their participation in our @ignd reinvestment plan. Such holders of our
stock may not be identified as our registered stotders with the plan administrator and may nobandtically have their cash dividend
reinvested in shares of our common stock by thei@idirator.

Material U.S. Federal Income Tax Considerations

The following discussion is a general sumnud the material U.S. Federal income tax consitlens applicable to us and to an investn
in our shares. This summary does not purport ta bemplete description of the income tax consid@mnatapplicable to us or our investors on
such an investment. For example, we have not destitax consequences that we assume to be gereraliyn by investors or certain
considerations that may be relevant to certaingygfeholders subject to special treatment under BeSeral income tax laws, including
stockholders subject to the alternative minimum tax-exempt organizations, insurance companiededgin securities, pension plans and
trusts, financial institutions, U.S. Stockholdeas (lefined below) whose functional currency isthetU.S. dollar, persons who mark-to-market
our shares and persons who hold our shares asfgatstraddle,” "hedge" or "conversion” transattidhis summary assumes that investors
hold our common stock as capital assets (withimtleaning of the Code). The discussion is based tipp@ode, Treasury regulations, and
administrative and judicial interpretations, eastohthe date of this report and all of which arbject to change, possibly retroactively, which
could affect the continuing validity of this dissisn. This summary does not discuss any aspetisofestate or gift tax or foreign, state or
local tax. It does not discuss the special treatmeder U.S. Federal income tax laws that couldltéswe invested in tax-exempt securities or
certain other investment assets.

A "U.S. Stockholder" is a beneficial owmdrshares of our common stock that is for U.S. Faldacome tax purposes:
. a citizen or individual resident of the Uniteth®s;
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. a corporation, or other entity treated as a cotpmrdor U.S. Federal income tax purposes, createatganized in or under the
laws of the United States or any state thereofiemistrict of Columbia;

. an estate, the income of which is subject to Ueslelfal income taxation regardless of its source; or

. atrustif (1) a U.S. court is able to exergisienary supervision over the administration of streist and one or more U.S.
persons have the authority to control all subsshdgcisions of the trust or (2) it has a valiccétn in place to be treated as a
U.S. person.

A "Non-U.S. Stockholder" is a beneficial wev of shares of our common stock that is not tnpeship and is not a U.S. Stockholder.

If a partnership (including an entity tresdias a partnership for U.S. Federal income tapgaas) holds shares of our common stock, the
tax treatment of a partner in the partnership geétherally depend upon the status of the partnettandctivities of the partnership. A
prospective stockholder that is a partner of angaiship holding shares of our common stock shooitsglt its tax advisors with respect to the
purchase, ownership and disposition of shares o€ommon stock.

Tax matters are very complicated and tRetamsequences to an investor of an investmentiirsloares will depend on the facts of his, he
or its particular situation. We encourage investorsonsult their own tax advisors regarding thec#fjr consequences of such an investment,
including tax reporting requirements, the applitighbof U.S. Federal, state, local and foreign kaws, eligibility for the benefits of any
applicable tax treaty and the effect of any possithlanges in the tax laws.

Election To Be Taxed As AR

As a business development company, we ékated and intend to continue to qualify to bated as a RIC under Subchapter M of the
Code. As a RIC, we generally are not subject tpa@te-level U.S. Federal income taxes on any arglimcome or capital gains that we
distribute to our stockholders as dividends. Tdlifjuas a RIC, we must, among other things, meetda® source-of-income and asset
diversification requirements (as described beldwaddition, to obtain RIC tax treatment, we mustribute to our stockholders, for each
taxable year, at least 90% of our "investment corggaxable income,” which is generally our ordinangome plus the excess of realized net
short-term capital gains over realized net longateapital losses, or the Annual Distribution Regmient.

Taxation as a RIC
In order to qualify as a RIC for U.S. Fetléncome tax purposes, we must, among other things

. qualify to be treated as a business developmenpanynor be registered as a management investmentasty under the 1940
Act at all times during each taxable year;

. derive in each taxable year at least 90% ofgoass income from dividends, interest, paymenth véspect to certain securities
loans, gains from the sale or other dispositiosto€k or other securities or currencies or otheorime derived with respect to ¢
business of investing in such stock, securitiesuorencies and net income derived from an inteneat'qualified publicly trade
partnership” (as defined in the Code), or the 96@bine Test; and

. diversify our holdings so that at the end ofteguarter of the taxable year:
. at least 50% of the value of our assets consfstash, cash equivalents, U.S. Government séesjritecurities of other

RICs, and other securities if such other securiifeany one issuer do not represent more than 58teofalue of our
assets or more than 10% of the
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outstanding voting securities of the issuer (wHahthese purposes includes the equity securifies'qualified publicly
traded partnership"); and

. no more than 25% of the value of our assets issieeein the securities, other than U.S. Governreeatrities or
securities of other RICs, (i) of one issuer (ii)t@b or more issuers that are controlled, as detexthunder applicable tax
rules, by us and that are engaged in the samendasbr related trades or businesses or (iii) i or more "qualified
publicly traded partnerships,” or the DiversificatiTests.

To the extent that we invest in entitiesmted as partnerships for U.S. Federal incomeugpoges (other than a "qualified publicly traded
partnership"), we generally must include the iterhgross income derived by the partnerships foppses of the 90% Income Test, and the
income that is derived from a partnership (othanth "qualified publicly traded partnership") Wik treated as qualifying income for purposes
of the 90% Income Test only to the extent that Sucbhme is attributable to items of income of tlatpership which would be qualifying
income if realized by us directly. In addition, generally must take into account our proportiorsi@re of the assets held by partnerships
(other than a "qualified publicly traded partnepshin which we are a partner for purposes of tiverdification tests. If the partnership is a
"qualified publicly traded partnership," the netame derived from such partnership will be quatifyincome for purposes of the 90% Income
Test, and interests in the partnership will be Uséies" for purposes of the diversification tedtge intend to monitor our investments in equity
securities of entities that are treated as patiygsgor U.S. Federal income tax purposes to presendisqualification as a RIC.

In order to meet the 90% Income Test, wg asablish one or more special purpose corporatiomold assets from which we do not
anticipate earning dividend, interest or other tiyialg income under the 90% Income Test. Any susbcsal purpose corporation would
generally be subject to U.S. Federal income taat,culd result in a reduced after-tax yield ongbetion of our assets held by such
corporation.

Provided that we qualify as a RIC and $atise Annual Distribution Requirement, we will no¢ subject to U.S. Federal income tax on
the portion of our investment company taxable ine@nd net capital gain (which we define as net@mgn capital gains in excess of net
short-term capital losses) we timely distributestockholders. We will be subject to U.S. Federabme tax at the regular corporate rates on
any income or capital gain not distributed (or dedmdistributed) to our stockholders.

We will be subject to a 4% non-deductibl&UFederal excise tax on certain undistributedrime of RICs unless we distribute in a timely
manner an amount at least equal to the sum ofg(2P® of our ordinary income for each calendar y€3r98% of our capital gain net income
for the one-year period ending October 31 in tldgrdar year and (3) any income realized, but isttilbuted, in preceding years.

We may be required to recognize taxablermein circumstances in which we do not receivé .cBer example, if we hold debt
obligations that are treated under applicable tidesras having original issue discount, we mugtidesin income each year a portion of the
original issue discount that accrues over thedifthe obligation, regardless of whether cash gmming such income is received by us in the
same taxable year. Because any original issue whis@acrued will be included in our investment camptaxable income for the year of
accrual, we may be required to make a distributtioour stockholders in order to satisfy the AnrDestribution Requirement, even though we
will not have received any corresponding cash arhoun

Gain or loss realized by us from warramguared by us as well as any loss attributabléédapse of such warrants generally will be
treated as capital gain or loss. Such gain ordes®rally will be long-term or short-term, depemgdon how long we held a particular warrant.
As a RIC, we are not
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allowed to carry forward or carry back a net oparatoss for purposes of computing our investmemgany taxable income in other taxable
years.

Although we do not presently expect to dpvee are authorized to borrow funds and to ssktssin order to satisfy distribution
requirements. However, under the 1940 Act, we atgarmitted to make distributions to our stockleotdwhile our debt obligations and other
senior securities are outstanding unless certasetacoverage” tests are met. See "Regulation—S8aaurities." Moreover, our ability to
dispose of assets to meet our distribution requergsmay be limited by (1) the illiquid nature afr@ortfolio and/or (2) other requirements
relating to our status as a RIC, including the diifecation tests. If we dispose of assets in otdaneet the Annual Distribution Requiremen
to avoid the excise tax, we may make such dispostat times that, from an investment standpoietnat advantageous.

If we fail to satisfy the Annual Distribati Requirement or otherwise fail to qualify as &R any taxable year, we would be subject to
tax on all of our taxable income at regular corpmrates. We would not be able to deduct distrimgito stockholders, nor would we be
required to make distributions. Distributions wogkherally be taxable to our individual and oth@n-corporate taxable stockholders as
ordinary dividend income eligible for the reducedximum rate applicable to qualified dividend incoto¢he extent of our current and
accumulated earnings and profits, provided cetalding period and other requirements are met.ealbp certain limitations under the Code,
corporate distributees would be eligible for theidiends-received deduction. To qualify again tdébed as a RIC in a subsequent year, we
would be required to distribute to our shareholadensaccumulated earnings and profits attributabieon-RIC years reduced by an interest
charge on 50% of such earnings and profits payables as an additional tax. In addition, if weddilto qualify as a RIC for a period greater
than two taxable years, then, in order to qualifaaRIC in a subsequent year, we would be reqtiretect to recognize and pay tax on any ne
built-in gain (the excess of aggregate gain, inclgdtems of income, over aggregate loss that wbalkk been realized if we had been
liquidated) or, alternatively, be subject to tagaton such built-in gain recognized for a periodenf years.

Certain of our investment practices maglgiect to special and complex U.S. Federal inctam@rovisions that may, among other
things, (i) disallow, suspend or otherwise limi @illowance of certain losses or deductions, @ijvert lower taxed long-term capital gain and
qualified dividend income into higher taxed shigmm capital gain or ordinary income, (iii) convart ordinary loss or a deduction into a caj
loss (the deductibility of which is more limitedly) cause us to recognize income or gain withocbriesponding receipt of cash, (v) adversel
affect the time as to when a purchase or saleooksir securities is deemed to occur, (vi) advgratier the characterization of certain comple)
financial transactions, and (vii) produce incomat thill not be qualifying income for purposes 0é€t0% Income Test. We will monitor our
transactions and may make certain tax electiowsdar to mitigate the effect of these provisions.

We may invest in preferred securities tieotsecurities the U.S. Federal income tax treatimiewhich may be unclear or may be subject
to recharacterization by the IRS. To the extentéixgreatment of such securities or the incommfsoich securities differs from the expected
tax treatment, it could affect the timing or chaea®f income recognized, requiring us to purchassell securities, or otherwise change our
portfolio, in order to comply with the tax rulesmigable to RICs under the Code.

Taxation of U.S. Stockholders

Distributions by us generally are taxabléJtS. Stockholders as ordinary income or capiag Distributions of our "investment
company taxable income" (which is, generally, ouliary income plus realized net short-term camths in excess of realized net long-term
capital losses) will be
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taxable as ordinary income to U.S. Stockholdetbéoextent of our current or accumulated earnimgspaofits, whether paid in cash or
reinvested in additional common stock. Provided deatain holding period and other requirementsnagg such distributions (if designated by
us) may qualify (i) for the dividends received detilon available to corporations, but only to théeex that our income consists of dividend
income from U.S. corporations and (i) in the casindividual shareholders, as qualified dividenddme eligible to be taxed at long-term
capital gain rates to the extent that we receiadified dividend income (generally, dividend incofnem taxable domestic corporations and
certain qualified foreign corporations). There b&mno assurance as to what portion, if any, ofdiatributions will qualify for favorable
treatment as qualified dividend income.

Distributions of our net capital gain (whiis generally our realized net long-term capitihg in excess of realized net short-term capital
losses) properly designated by us as "capital di@idends” will be taxable to a U.S. Stockholdetasy-term capital gains, regardless of the
U.S. Stockholder's holding period for its commarcktand regardless of whether paid in cash or esited in additional common stock.
Distributions in excess of our current and accutealarnings and profits first will reduce a U.8&cRholder's adjusted tax basis in such
stockholder's common stock and, after the adjusteik is reduced to zero, will constitute capitihg to such U.S. Stockholder.

Although we currently intend to distribiey long-term capital gains at least annually, veg/ im the future decide to retain some or all of
our long-term capital gains, and designate thénmetbamount as a "deemed distribution.” In thaecamong other consequences, we will pay
tax on the retained amount, each U.S. Stockholdeb&required to include his, her or its proponiate share of the deemed distribution in
income as if it had been actually distributed ® thS. Stockholder, and the U.S. Stockholder vélehtitled to claim a credit equal to its
allocable share of the tax paid thereon by us.drheunt of the deemed distribution net of such tdixbe added to the U.S. Stockholder's tax
basis for his, her or its common stock. Since wmeekto pay tax on any retained capital gains ategular corporate tax rate, and since that
rate is in excess of the maximum rate currentlyap#gy by individuals on long-term capital gains, émeount of tax that individual stockholders
will be treated as having paid and for which thel receive a credit will exceed the tax they owetbe retained net capital gain. Such excess
generally may be claimed as a credit against ti$e Btockholder's other U.S. Federal income taxgabitins or may be refunded to the extent i
exceeds a stockholder's liability for U.S. Fed@rabme tax. A stockholder that is not subject t& .Urederal income tax or otherwise required
to file a U.S. Federal income tax return would éguired to file a U.S. Federal income tax returrirenappropriate form in order to claim a
refund for the taxes we paid. In order to utilire tleemed distribution approach, we must providitemrnotice to our stockholders prior to the
expiration of 60 days after the close of the retgvaxable year. We cannot treat any of our investncompany taxable income as a "deemed
distribution."

For purposes of determining (1) whetherAhaual Distribution Requirement is satisfied foyayear and (2) the amount of capital gain
dividends paid for that year, we may, under certéticumstances, elect to treat a dividend thagid guring the following taxable year as if it
had been paid during the taxable year in questiame make such an election, the U.S. Stockhold#rstill be treated as receiving the divide
in the taxable year in which the distribution isdteaHowever, any dividend declared by us in Octodewember or December of any calendar
year, payable to stockholders of record on a sigelcifate in any such month and actually paid dusarguary of the following year, will
treated as if it had been received by our U.S.@tolclers on December 31 of the year in which théddind was declared.

If a U.S. Stockholder purchases sharesipEommon stock shortly before the record date difaibution, the price of the shares will
include the value of the distribution and the irteesvill be subject to tax on the distribution ewbough it represents a return of its investment
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A U.S. Stockholder generally will recogniaeable gain or loss if such U.S. Stockholderssafllotherwise disposes of its shares of our
common stock. Any gain or loss arising from sude sa taxable disposition generally will be treatexdlong-term capital gain or loss if the
U.S. Stockholder has held his, her or its sharemfwre than one year. Otherwise, it would be cfesbias short-term capital gain or loss.
However, any capital loss arising from the saleagable disposition of shares of our common stal For six months or less will be treatec
long-term capital loss to the extent of the amaidrdapital gain dividends received, or undistriltlbapital gain deemed received, with respect
to such shares. In addition, all or a portion of lrss recognized upon a taxable disposition ofeshaf our common stock may be disallowe
other substantially identical shares are purch@sbdther through reinvestment of distributions threswise) within 30 days before or after the
disposition. Capital losses are deductible onlihtoextent of capital gains (subject to an excepfiio individuals under which a limited amot
of capital losses may be offset against ordinacpiine).

In general, individual U.S. Stockholdersreuntly are subject to a preferential rate on theircapital gain, or the excess of realized net
long-term capital gain over realized net short-teapital loss for a taxable year, including long¥teapital gain derived from an investment in
our shares. Such rate is lower than the maximuenaatordinary income currently payable by individu&€orporate U.S. Stockholders
currently are subject to U.S. Federal income taretcapital gain at ordinary income rates.

Certain U.S. Stockholders who are individuastates or trusts and whose income exceedsrcéitesholds will be required to pay a 3.
Medicare tax on all or a portion of their "net ist@ent income," which includes dividends receivetfus and capital gains from the sale or
other disposition of our stock.

We will send to each of our U.S. Stockhaddas promptly as possible after the end of eatdndar year, a notice detailing, on a per shal
basis, the amounts includible in such U.S. Stodkdrd taxable income for such year as ordinaryrmeand as long-term capital gain. In
addition, the amount and the U.S. federal tax stafweach year's distributions generally will bpaed to the IRS. Distributions may also be
subject to additional state, local and foreign sastepending on a U.S. Stockholder's particulaasin.

Payments of dividends, including deemedhpents of constructive dividends, or the proceedb@fkale or other taxable disposition of
common stock generally are subject to informatiorting unless the U.S. Stockholder is an exeeygipient. Such payments may also be
subject to U.S. federal backup withholding at thplaable rate if the recipient of such paymenisféo supply a taxpayer identification number
and otherwise comply with the rules for establigham exemption from backup withholding. Backup Wahiling is not an additional tax, and
any amounts withheld under the backup withholdings generally will be allowed as a refund or drediainst the holder's U.S. Federal
income tax liability, provided that certain infortitan is provided timely to the IRS.

Taxation of Non-U.S. Stockholders

Whether an investment in our common steckpipropriate for a Non-U.S. Stockholder will deppeipon that person's particular
circumstances. An investment in our common stock bjon-U.S. Stockholder may have adverse tax caesegs. Non-U.S. Stockholders
should consult their tax advisers before investingur common stock.

Distributions of our "investment companyahle income" to Non-U.S. Stockholders that are"affectively connected” with a U.S. trade
or business conducted by the Non-U.S. Stockholddirgenerally be subject to withholding of U.S.dezal income tax at a rate of 30% (or
lower applicable treaty rate) to the extent of cunrent and accumulated earnings and profits.
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For our taxable years beginning before dani, 2014 (and, if extended as has happenecipdht, for taxable years covered by such
extension), properly reported distributions to Ndis. Stockholders are generally exempt from U.8effal withholding tax where they (i) are
paid in respect of our "qualified net interest im&y (generally, our U.S.-source interest incomkeepthan certain contingent interest and
interest from obligations of a corporation or parship in which we are at least a 10% sharehotdduced by expenses that are allocable to
such income) or (ii) are paid in respect of ourdlified short-term capital gains" (generally, theess of our net short-term capital gain over
our long-term capital loss for such taxable yehnere can be no assurance as to whether this fowisll be extended. In addition, depending
on our circumstances, we may report all, some aerad our potentially eligible dividends as suclalified net interest income or as qualified
shortterm capital gains, and/or treat such dividendsyhinle or in part, as ineligible for this exemptimam withholding. In order to qualify fc
this exemption from withholding, a Non-U.S. Stockdes needs to comply with applicable certificati@guirements relating to its non-U.S.
status (including, in general, furnishing an IRSR&V-8BEN or substitute Form). In the case of skdreld through an intermediary, the
intermediary may withhold even if we report the eyt as qualified net interest income or qualiédrt-term capital gain. Non-U.S.
Stockholders should contact their intermediarieth wespect to the application of these rules ta ecounts. There can be no assurance as t
what portion of our distributions will qualify fdavorable treatment as qualified net interest ineanqualified short-term capital gains.

Actual or deemed distributions of our nagpital gain to a Non-U.S. Stockholder, and gaiesgeized by a Not.S. Stockholder upon tl
sale of our common stock, that are not effectivelgnected with a U.S. trade or business condugtdédebNont.S. Stockholder, will general
not be subject to U.S. Federal withholding tax gaderally will not be subject to U.S. Federal ineotax unless the Non-U.S. Stockholder is &
nonresident alien individual and is physically gmrtsin the United States for 183 or more days duttie taxable year and meets certain other
requirements.

Distributions of our "investment companyahle income" and net capital gain (including de@mistributions) to Non-U.S. Stockholders,
and gains realized by Non-U.S. Stockholders upersttie of our common stock that are effectivelynemted with a U.S. trade or business
conducted by the Non-U.S. Stockholder, will be sabjo U.S. Federal income tax at the graduatess mgdplicable to U.S. citizens, residents
and domestic corporations. In addition, if such Nb&. Stockholder is a foreign corporation, it naso be subject to a 30% (or lower
applicable treaty rate) branch profits tax on fiectively connected earnings and profits for theatble year, subject to adjustments, if its
investment in our common stock is effectively corted with its conduct of a U.S. trade or business.

If we distribute our net capital gain iretform of deemed rather than actual distributiavisi¢h we may do in the future), a Non-U.S.
Stockholder will be entitled to a U.S. Federal imeptax credit or tax refund equal to the stockhdddalocable share of the tax we pay on the
capital gains deemed to have been distributedrdardo obtain the refund, the Non-U.S. Stockholdest obtain a U.S. taxpayer identification
number and file a U.S. Federal income tax retuaméf/the Non-U.S. Stockholder would not otherwigerequired to obtain a U.S. taxpayer
identification number or file a U.S. Federal incotae return.

In addition, after June 30, 2014, withhoigat a rate of 30% will be required on dividenusdspect of, and after December 31, 2016,
withholding at a rate of 30% will be required omsg proceeds from the sale of, shares of our $telckby or through certain foreign financial
institutions (including investment funds), unlesstsinstitution enters into an agreement with teer&tary of the Treasury to report, on an
annual basis, information with respect to inter@stsind accounts maintained by, the institutiotheextent such interests or accounts are hel
by certain U.S. persons or by certain non-U.Stiestthat are wholly or partially owned by U.S. gms and to withhold on certain payments.
Accordingly, the entity through which our shares held will affect the determination of whetherswdgthholding is required. An
intergovernmental agreement between the
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United States and an applicable foreign countryuture Treasury regulations or other guidance, madify these requirements. Similarly,
dividends in respect of, and gross proceeds frans#be of, our shares held by an investor thahisnafinancial non-U.S. entity that does not
qualify under certain exemptions will be subjectithholding at a rate of 30%, unless such eniitiyes (i) certifies to us that such entity does
not have any "substantial United States ownergli)gorovides certain information regarding theigrs "substantial United States owners,"
which we will in turn provide to the Internal RewenService. We will not pay any additional amountstockholders in respect of any amoi
withheld. Non-U.S. Stockholders are encouragediwsalt their tax advisors regarding the possiblglications of the legislation on their
investment in our shares.

A Non-U.S. Holder generally will be requdreo comply with certain certification proceduresestablish that such holder is not a U.S.
person in order to avoid backup withholding witepect to payments of dividends, including deemaaineats of constructive dividends, or
proceeds of a disposition of our common stock dditton, we are required to annually report to HR& and each Non-U.S. Holder the amount
of any dividends or constructive dividends treadegaid to such Non-U.S. Holder, regardless of imdretny tax was actually withheld. Copies
of the information returns reporting such dividemdconstructive dividend payments and the amoutitheid may also be made available to
tax authorities in the country in which a Non-UHlder resides under the provisions of an appliaidome tax treaty. Backup withholding is
not an additional tax, and any amounts withheldeurtide backup withholding rules generally will Biewed as a refund or credit against a
Non-U.S. Holder's U.S. Federal income tax liabilifyamny, provided that certain required informatisrprovided timely to the IRS.

Non-U.S. persons should consult their @isors with respect to the U.S. Federal incomeata withholding tax, and state, local and
foreign tax consequences of an investment in ommaeon stock.

Failure to Obtain RIC Tax Treatme

If we were unable to obtain tax treatmenad&IC, we would be subject to tax on all of @xable income at regular corporate rates. We
would not be able to deduct distributions to stadibrs, nor would they be required to be made. ribigions would generally be taxable to
stockholders as ordinary dividend income eligiloethe reduced maximum rate applicable for qualifieridend income to the extent of our
current and accumulated earnings and profits. Stgecertain limitations under the Code, corpodistributees would be eligible for the
dividends-received deduction.

Distributions in excess of our current aedumulated earnings and profits would be tredtstlds a return of capital to the extent of the
stockholder's tax basis, and any remaining didtiobs would be treated as a capital gain.

The discussion set forth herein does nostitute tax advice, and potential investors shaeolasult their own tax advisors concerning the
tax considerations relevant to their particulanaion.

Regulation as a Business Development Company
General

We are a closed-end, non-diversified investt company that has filed an election to bedgkat a business development company und
the 1940 Act and has elected to be treated as aiRl€r Subchapter M of the Code. The 1940 Act ¢osifarohibitions and restrictions relat
to transactions between business development caegpand their affiliates (including any investmadvtisers or sub-advisers), principal
underwriters and affiliates of those affiliatesumderwriters and requires that a majority of theators be persons other than "interested
persons,” as that term is defined in the 1940 ixcaddition, the 1940 Act provides that we may ctnge the nature of our business so as to
cease to be, or to withdraw our election as, anessi development company unless approved by aitgajbour outstanding voting securities.
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We may invest up to 100% of our asset®austies acquired directly from issuers in prilatgegotiated transactions. With respect to
such securities, we may, for the purpose of pukkale, be deemed an "underwriter" as that tedwfised in the Securities Act of 1933 (the
"Securities Act"). Our intention is to not writee(§ or buy put or call options to manage risksoagsted with the publicly traded securities of
our portfolio companies, except that we may emttr hedging transactions to manage the risks assaolciith interest rate and other market
fluctuations. However, in connection with an invesht or acquisition financing of a portfolio compawe may purchase or otherwise receive
warrants to purchase the common stock of the dirtfompany. Similarly, in connection with an acsjtibon, we may acquire rights to require
the issuers of acquired securities or their affiéato repurchase them under certain circumstaMéeslso do not intend to acquire securities
issued by any investment company that exceedrtitslimposed by the 1940 Act. Under these limiksept with respect to money market
funds, we generally cannot acquire more than 3%t oting stock of any registered investment camgpavest more than 5% of the value of
our total assets in the securities of one investroempany or invest more than 10% of the valuewftotal assets in the securities of more 1
one investment company. With regard to that portibour portfolio invested in securities issuedilyestment companies, it should be noted
that such investments subject our stockholdersently to additional expenses. None of these pedieire fundamental and may be changed
without stockholder approval.

Qualifying Assets

Under the 1940 Act, a business developroempany may not acquire any asset other than asisiits type listed in Section 55(a) of the
1940 Act, which are referred to as qualifying assetless, at the time the acquisition is madeljfgjurey assets represent at least 70% of the
company's total assets. The principal categoriepialifying assets relevant to our business aréalfmving:

Q) Securities purchased in transactions not involaing public offering from the issuer of such sedesitwhich issuer (subject to
certain limited exceptions) is an eligible portioiompany, or from any person who is, or has begimgl the preceding
13 months, an affiliated person of an eligible fmdid company, or from any other person, subjectuoh rules as may be
prescribed by the SEC. An "eligible portfolio compais defined in the 1940 Act and rules adoptespant thereto as any
issuer which:

(a) is organized under the laws of, and has its praigiace of business in, the United States;

(b) is not an investment company (other than a smaihiegs investment company wholly owned by the lassin
development company) or a company that would biexastment company but for certain exclusions uriderl940 Act
for certain financial companies such as banks, dnglcommercial finance companies, mortgage corapamid insuran
companies; and

(c)  satisfies any of the following:

1. does not have any class of securities with redpeghich a broker or dealer may extend margin ¢redi

2. is controlled by a business development compamygoup of companies including a business developme
company and the business development company hef$ila@ied person who is a director of the eligitportfolio
company; or

3. is a small and solvent company having total assfet®t more than $4 million and capital and surptiaot less

than $2 million;

4, does not have any class of securities listed catiamal securities exchange; or
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5. has a class of securities listed on a nationalrgexsiexchange, but has an aggregate market wéloetstanding
voting and non-voting common equity of less thaBGgillion.

(2) Securities in companies that were eligible portf@dompanies when we made our initial investmeoeifain other requirements
are satisfied.

3) Securities of any eligible portfolio companyiah we control.

4 Securities purchased in a private transadtiam a U.S. issuer that is not an investment commarfrom an affiliated person of
the issuer, or in transactions incident theretthéfissuer is in bankruptcy and subject to redmgaion or if the issuer,
immediately prior to the purchase of its securiti@s unable to meet its obligations as they caneendthout material assistance
other than conventional lending or financing agreets.

(5) Securities of an eligible portfolio companyrgiased from any person in a private transactitimeife is no ready market for such
securities and we already own 60% of the outstandquity of the eligible portfolio company.

(6) Securities received in exchange for or distribudedr with respect to securities described inlitpugh (4) above, or pursuan
the exercise of warrants or rights relating to sseturities.

@) Cash, cash equivalents, U.S. government secuoitibgyh-quality debt securities maturing in oneryaaless from the time of
investment.

In addition, a business development companst have been organized and have its principalepbf business in the United States and
must be operated for the purpose of making investsna the types of securities described in (1), (@ or (4) above.

Managerial Assistance to Portfolio Compan

In order to count portfolio securities amlifying assets for the purpose of the 70% tebysiness development company must either
control the issuer of the securities or must affemake available to the issuer of the securititsef than small and solvent companies
described above) significant managerial assistanazpt that, where the business development coymmachases such securities in
conjunction with one or more other persons actirgether, one of the other persons in the group mmeike available such managerial
assistance. Making available significant manageasaistance means, among other things, exercisimgot, either on its own or together with
others, over a portfolio company, or any arrangemarereby the business development company, thriasglirectors, officers or employees,
offers to provide, and, if accepted, does so pmwaijnificant guidance and counsel concerningrtheagement, operations or business
objectives and policies of a portfolio company.

Temporary Investments

Pending investment in other types of "dyalg assets," as described above, our investmmeaysconsist of cash, cash equivalents,
including money market funds, U.S. government sgearor high quality debt securities maturing meoyear or less from the time of
investment, which we refer to, collectively, as parary investments, so that 70% of our assetsumakifging assets. Typically, we will invest
money market funds, U.S. treasury bills or in repase agreements that are fully collateralizedasy ©r securities issued by the U.S.
government or its agencies. A repurchase agreeimarit/es the purchase by an investor, such asfusspecified security and the
simultaneous agreement by the seller to repurdhas@n agreed upon future date and at a pricetwiBigreater than the purchase price by an
amount that reflects an agreed-upon interest Tétere is no
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percentage restriction on the proportion of ouetssthat may be invested in such repurchase agrégnttowever, if more than 25% of our
total assets constitute repurchase agreementsafisingle counterparty, we would not meet the difieation tests in order to qualify as a RIC
for U.S. Federal income tax purposes. Thus, weaddntend to enter into repurchase agreementsaviingle counterparty in excess of this
limit. The Investment Adviser will monitor the ciigdorthiness of the counterparties with which wéeerinto repurchase agreement
transactions.

Senior Securities

We are permitted, under specified cond#jdo issue multiple classes of indebtedness aactkass of stock senior to our common stock |
our asset coverage, as defined in the 1940 Aat,lmast equal to 200% immediately after each gstrance. In addition, while any preferred
stock or public debt securities remain outstandiveymust make provisions to prohibit any distribatio our stockholders or the repurchase o
such securities or shares unless we meet the apfdiasset coverage ratios after giving effectitdhslistribution or repurchase. We may also
borrow amounts up to 5% of the value of our totaleds for temporary or emergency purposes witlemérd to asset coverage. For a discut
of the risks associated with leverage, see "Rishdra."

Code of Ethics

We, Prospect Capital Management and Progwhuinistration have each adopted a code of efinicsuant to Rule 17j-1 under the 1940
Act that establishes procedures for personal invests and restricts certain personal securitiesaetions. Personnel subject to each code
invest in securities for their personal investmertounts, including securities that may be purathaséield by us, so long as such investment:
are made in accordance with the code's requiremotsnformation on how to obtain a copy of eaolde of ethics, see "Available
Information."

Compliance Policies and Procedures

We and the Investment Adviser have adoptetlimplemented written policies and proceduresaeably designed to prevent violation of
the U.S. Federal securities laws, and are requireeview these compliance policies and procedanesially for their adequacy and the
effectiveness of their implementation, and to desig a Chief Compliance Officer to be responsibteafiministering the policies and
procedures. Brian H. Oswald serves as our Chiefifliance Officer.

Proxy Voting Policies and Procedur

We have delegated our proxy voting respmlityi to Prospect Capital Management. The ProxyidpPolicies and Procedures of Prospec
Capital Management are set forth below. The guigsliare reviewed periodically by Prospect Capitah&dement and our independent
directors, and, accordingly, are subject to change.

Introduction. As an investment adviser registered under tthds®rs Act, Prospect Capital Management has &ifidy duty to act solel
in the best interests of its clients. As part @ tiuty, Prospect Capital Management recognizestthaust vote client securities in a timely
manner free of conflicts of interest and in thetlet®rests of its clients.

These policies and procedures for votiraxias for Prospect Capital Management's Investrdrtsory clients are intended to comply
with Section 206 of, and Rule 206(4)-6 under, thlviders Act.

Proxy policies. These policies are designed to be responsitreetwide range of subjects that may be the subjeztproxy vote. These
policies are not exhaustive due to the varietyrokp voting issues that Prospect Capital Managemmeanyt be required to consider. In general,
Prospect Capital
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Management will vote proxies in accordance withsthguidelines unless: (1) Prospect Capital Managehss determined to consider the
matter on a case-by-case basis (as is statedsa thedelines), (2) the subject matter of the V@teot covered by these guidelines, (3) a
material conflict of interest is present, or (4p$pect Capital Management might find it necessamote contrary to its general guidelines to
maximize stockholder value and vote in its cliehest interests. In such cases, a decision on biaaté will be made by the Proxy Voting
Committee (as described below). In reviewing prizspes, Prospect Capital Management will applyfdhewing general policies:

Elections of directors. In general, Prospect Capital Management wilévo favor of the managemepteposed slate of directors. If th:
is a proxy fight for seats on the Board of Direstor Prospect Capital Management determines thes tire other compelling reasons for
withholding votes for directors, the Proxy Votingi@mittee will determine the appropriate vote onrtater. Prospect Capital Management
believes that directors have a duty to respondoickbolder actions that have received significantleholder support. Prospect Capital
Management may withhold votes for directors thittfaact on key issues such as failure to impletnpeaposals to declassify boards, failure tc
implement a majority vote requirement, failure tbsit a rights plan to a stockholder vote and failio act on tender offers where a majority
of stockholders have tendered their shares. Findlyspect Capital Management may withhold voteslif@ctors of non-U.S. issuers where
there is insufficient information about the nomise&ksclosed in the proxy statement.

Appointment of auditors. Prospect Capital Management believes that tiragany remains in the best position to choose wlkdéas ant
will generally support management's recommendation.

Changes in capital structure. Changes in a company's charter, articles afrparation or by-laws may be required by state (.U
Federal regulation. In general, Prospect Capitaidd@ment will cast its votes in accordance withGbepany's management on such prop
However, the Proxy Voting Committee will review aadlalyze on a case-by-case basis any proposalslieg@ahanges in corporate structure
that are not required by state or U.S. Federallatign.

Corporate restructurings, mergers and asifions. Prospect Capital Management believes proxysvdéaling with corporate
reorganizations are an extension of the investmecision. Accordingly, the Proxy Voting Committedl\&nalyze such proposals on a case-by
case basis.

Proposals affecting the rights of stockleotd Prospect Capital Management will generally \untiavor of proposals that give
stockholders a greater voice in the affairs of@eenpany and oppose any measure that seeks tdhiosié rights. However, when analyzing
such proposals, Prospect Capital Management wililwthe financial impact of the proposal againstithpairment of the rights of
stockholders.

Corporate governance. Prospect Capital Management recognizes theriiaupeoe of good corporate governance in ensuring tha
management and the Board of Directors fulfill treiligations to the stockholders. Prospect Captihagement favors proposals promoting
transparency and accountability within a company.

Anti-takeover measures.The Proxy Voting Committee will evaluate, onase-by-case basis, proposals regardingtakéiever measurt
to determine the measure's likely effect on stotidrovalue dilution.

Stock splits. Prospect Capital Management will generally woith the management of the Company on stock syditers.

Limited liability of directors. Prospect Capital Management will generally wetith management on matters that would affect ithéed
liability of directors.
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Social and corporate responsibility. The Proxy Voting Committee may review and apalgn a case-by-case basis proposals relating t
social, political and environmental issues to datee whether they will have a financial impact éocg&holder value. Prospect Capital
Management may abstain from voting on social prajsathat do not have a readily determinable fir@rioipact on stockholder value.

Proxy voting procedures. Prospect Capital Management will generally yexies in accordance with these guidelines. louehstance
in which (1) Prospect Capital Management has déteminto consider the matter on a casechge basis (as is stated in these guidelinesth¢
subject matter of the vote is not covered by thgsdelines, (3) a material conflict of interespigsent, or (4) Prospect Capital Management
might find it necessary to vote contrary to its gi@h guidelines to maximize stockholder value aoté\n its clients' best interests, the Proxy
Voting Committee will vote the proxy.

Proxy voting committee. Prospect Capital Management has formed a protigg committee to establish general proxy poficad
consider specific proxy voting matters as necessargddition, members of the committee may cortfaetmanagement of the Company and
interested stockholder groups as necessary tostigmoxy issues. Members of the committee willuidel relevant senior personnel. The
committee may also evaluate proxies where we fagomential conflict of interest (as discussed bgldvinally, the committee monitors
adherence to guidelines, and reviews the poliadesained in this statement from time to time.

Conflicts of interest. Prospect Capital Management recognizes thas thay be a potential conflict of interest whewates a proxy
solicited by an issuer that is its advisory client client or customer of one of our affiliatesnoth whom it has another business or personal
relationship that may affect how it votes on theuer's proxy. Prospect Capital Management belithasadherence to these policies and
procedures ensures that proxies are voted withitbfients' best interests in mind. To ensur¢ itisasotes are not the product of a conflict of
interests, Prospect Capital Management requirgs(thanyone involved in the decision making pregéincluding members of the Proxy
Voting Committee) disclose to the chairman of thexly Voting Committee any potential conflict tha br she is aware of and any contact the
he or she has had with any interested party regguaiproxy vote; and (ii) employees involved in teeision making process or vote
administration are prohibited from revealing hows$trect Capital Management intends to vote on agsalpn order to reduce any attempted
influence from interested parties.

Proxy voting. Each account's custodian will forward all reletyproxy materials to Prospect Capital Managenwgtiter electronically ¢
in physical form to the address of record that peas Capital Management has provided to the cuestodi

Proxy recordkeeping. Prospect Capital Management must retain tHeviihg documents pertaining to proxy voting:

. copies of its proxy voting policies and procedures;

. copies of all proxy statements;

. records of all votes cast by Prospect Capital Mansmt;

. copies of all documents created by Prospect Cddid@lagement that were material to making a decilsaw to vote proxies or

that memorializes the basis for that decision; and

. copies of all written client requests for infation with regard to how Prospect Capital Managdnaeted proxies on behalf of
the client as well as any written responses prakide

All of the above-referenced records willrhaintained and preserved for a period of nottless five years from the end of the fiscal year
during which the last entry was made. The first jrears of records must be maintained at our office.
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Proxy voting records. Clients may obtain information about how Prasggapital Management voted proxies on their belmalinaking
written request for proxy voting information to: @pliance Officer, Prospect Capital Management LLEC East 40th Street, 44th Floor, New
York, NY 10016.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 imposesretyaof regulatory requirements on publicly-helshgpanies. In addition to our Chief
Executive and Chief Financial Officers' requiredtiieations as to the accuracy of our financigloging, we are also required to disclose the
effectiveness of our disclosure controls and prooesias well as report on our assessment of eemaidtcontrols over financial reporting, the
latter of which must be audited by our independegistered public accounting firm.

The Sarbanes-Oxley Act also requires wotdinually review our policies and proceduresrisuge that we remain in compliance with all
rules promulgated under the Act.

Available Informatior

We file with or submit to the SEC annualagerly and current periodic reports, proxy staeta and other information meeting the
informational requirements of the Securities ExgfeAct of 1934, or the Exchange Act. This inforroatis available free of charge by
contacting us at 10 East 40th Street, 44th floemwNork, NY 10016 or by telephone at (212) 448-Q79)@u may inspect and copy these
reports, proxy statements and other informationyelsas the registration statement and relatedbésrand schedules, at the Public Reference
Room of the SEC at 100 F Street NE, Washington, R20549. You may obtain information on the operatibthe Public Reference Room by
calling the SEC at (202) 551-8090. The SEC maistaimInternet site that contains reports, proxyiafafmation statements and other
information filed electronically by us with the SE@ich are available on the SEC's Internet sitetat//www.sec.gov. Copies of these reports
proxy and information statements and other inforomainay be obtained, after paying a duplicating Bseelectronic request at the following E-
mail address: publicinfo@sec.gov, or by writing 8i€C's Public Reference Section, Washington, D06492-0102.
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Item 1A. Risk Factors.

Investing in our Securities involves a higgree of risk. You should carefully consider tisks described below, together with all of the
other information included in this report, befor@uydecide whether to make an investment in our i8&x1 The risks set forth below are not
the only risks we face. If any of the adverse eventconditions described below occurs, our businfagancial condition and results of
operations could be materially adversely affecbeduch case, our NAV, and the trading price of @ammon stock could decline, or the value
of our preferred stock, debt securities, and wastahany are outstanding, may decline, and yoy tose all or part of your investment.

Forward Looking Information

Our annual report on Form 10-K for the yeaded June 30, 2013, any of our quarterly remortS8orm 10-Q or current reports on Form 8-
K, or any other oral or written statements madgrass releases or otherwise by or on behalf ofgeasCapital Corporation may contain
forward looking statements within the meaning @& 8ection 21E of the Securities and Exchange AtB8#, as amended, which involve
certain risks and uncertainties. Forward lookiragesnents predict or describe our future operatibasiness plans, business and investment
strategies and portfolio management and the pedoce of our investments and our investment manageosiness. These forward looking
statements are identified by their use of such $eand phrases as "intends," "intend," "intendegipal,” "estimate," "estimates," "expects,"
"expect,” "expected,"” "project,” "projected," "pecjions,” "plans," "seeks," "anticipates," "antatigd,” "should,” "could,” "may," "will,"
"designed to," "foreseeable future," "believe,"liees" and "scheduled" and similar expressions. &tual results or outcomes may differ
materially from those anticipated. Readers areicaetl not to place undue reliance on these fordlaoking statements, which speak only a
the date the statement was made. We undertakeligatadn to publicly update or revise any forwaociking statements, whether as a result o
new information, future events or otherwise.

Our actual results may differ significanfitgm any results expressed or implied by thesedod looking statements. Some, but not all, of
the factors that might cause such a differencesdes| but are not limited to:

. our future operating results;

. our business prospects and the prospects of otfoli@companies;

. the impact of investments that we expect to make;

. our contractual arrangements and relationshigisthird parties;

. the dependence of our future success on thegemnomy and its impact on the industries inclhhive invest;

. the ability of our portfolio companies to achéetheir objectives;

. difficulty in obtaining financing or raising ctagl, especially in the current credit and equityieonment;

. the level and volatility of prevailing interasttes and credit spreads, magnified by the cutventoil in the credit markets;
. adverse developments in the availability of desgddian and investment opportunities whether threydaie to competition,

regulation or otherwise;

. a compression of the yield on our investments hredbst of our liabilities, as well as the leveleferage available to us;
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. our regulatory structure and tax treatment, ineigddur ability to operate as a business developemnpany and a regulated
investment company;

. the adequacy of our cash resources and workingatapi

. the timing of cash flows, if any, from the optimas of our portfolio companies;

. the ability of the Investment Adviser to locatdtable investments for us and to monitor and adst@r our investments.;
. authoritative generally accepted accountinggipies or policy changes from such standard-setiodjes as the Financial

Accounting Standards Board, the Securities and &xgh Commission, Internal Revenue Service, the N3 Global Select
Market, and other authorities that we are sub@cas well as their counterparts in any foreigisglictions where we might do
business; and

. the risk factors set forth below.
Risks Relating to Our Business

Capital markets could experience a period of distigm and instability. Such market conditions havesiorically and could again have a
material and adverse effect on debt and equity tajpmnarkets in the United States and abroad, whithd, and may in the future have, a
negative impact on our business and operations.

The global capital markets have histoncaltperienced an extended period of instabilitg\eadenced by the periodic disruptions in
liquidity in the debt capital markets, significamtite-offs in the financial services sector, thepreeing of credit risk in the broadly syndicated
credit market and the failure of certain major fiogl institutions. Despite actions of the U.S.€d government and foreign governments
during such period, these events contributed tesaming general economic conditions that materailg adversely impacted the broader
financial and credit markets and reduced the abiithaof debt and equity capital for the marketaa#hole and financial services firms in
particular. While recent market conditions have rioved, there can be no assurance that adverse thcariditions will not repeat themselve:
worsen in the future. If these adverse and volatideket conditions repeat themselves or worsehdrfuture, we and other companies in the
financial services sector may have to accessgailable, alternative markets for debt and equifyitedin order to grow. Equity capital may be
difficult to raise because, subject to some limisdeptions, as a BDC, we are generally not abiestee additional shares of our common s
at a price less than net asset value withoutdio&tining approval for such issuance from our dtottkers and our independent directors. At ou
annual meeting of stockholders held on Decemb2012, subject to the condition that the maximum benof shares salable below net asset
value pursuant to this authority in any particuéering that could result in such dilution is lid to 25% of our then outstanding common
stock immediately prior to each such offering, stackholders approved our ability to sell or othemwissue shares of our common stock at a
price below its then current net asset value paresfor a twelve month period expiring on the aprsary of the date of stockholder approval.
In addition, our ability to incur indebtedness (uing by issuing preferred stock) is limited bypépgable regulations such that our asset
coverage, as calculated in accordance with thestment Company Act, must equal at least 200% imatelgi after each time we incur
indebtedness. The debt capital that will be avigléd us in the future, if at all, may be at a lighost and on less favorable terms and
conditions than what we currently experience. Amghility to raise capital could have a negativeefon our business, financial condition and
results of operations.

Moreover, the re-appearance of market ¢mmd similar to those experienced from 2007 thfoR@09 for any substantial length of time
could make it difficult to extend the maturity af @finance

31




Table of Contents
our existing indebtedness under similar terms anydfailure to do so could have a material adveffaeeon our business.

Given the extreme volatility and dislocatithat the capital markets have historically exgrezed, many BDCs have faced, and may in the
future face, a challenging environment in whichidisze or access capital. In addition, significdrdrges in the capital markets, including the
extreme volatility and disruption over the pastegalyears, has had, and may in the future hamegative effect on the valuations of our
investments and on the potential for liquidity etgeinvolving our investments. While most of ouré@stments are not publicly traded,
applicable accounting standards require us to assapart of our valuation process that our investmare sold in a principal market to
market participants (even if we plan on holdingrarestment through its maturity). As a result, ¥dits in the capital markets can adversely
affect our investment valuations. Further, theilldity of our investments may make it difficultrfos to sell such investments to access capite
if required. As a result, we could realize sigrafitly less than the value at which we have recoodednvestments if we were required to sell
them for liquidity purposes. An inability to raise access capital could have a material adversadtgn our business, financial condition or
results of operations.

The current financial market situationwad| as various social and political tensions ie tnited States and around the world, particu
in the Middle East, may continue to contributertoreased market volatility, may have long-term&fen the United States and worldwide
financial markets, and may cause further economéertainties or deterioration in the United Stated worldwide. Since 2010, several
European Union ("EU") countries, including Gredeceland, Italy, Spain, and Portugal have faced letiggsues, some of which may have
negative long-term effects for the economies of¢hoountries and other EU countries. There is soat concern about national-level support
for the euro and the accompanying coordinationsafd and wage policy among European Economic aoddtary Union member countries.
We do not know how long the financial markets wdhtinue to be affected by these events and camedict the effects of these or similar
events in the future on the United States econamdysacurities markets or on our investments. Weitmodevelopments and seeks to manage
our investments in a manner consistent with achgeeur investment objective, but there can be sarasce that it will be successful in doing
so; and we may not timely anticipate or managetiegjsnew or additional risks, contingencies or@lepments, including regulatory
developments in the current or future market emvirent.

We may suffer credit losses.

Investment in small and middle-market comesi is highly speculative and involves a high degsf risk of credit loss. These risks are
likely to increase during volatile economic peripsisch as the U.S. and many other economies hagathe been experiencing. See "Risks
Related to Our Investments."

Our financial condition and results of operationsillvdepend on our ability to manage our future grdtveffectively.

Prospect Capital Management has been eegibhs an investment adviser since March 31, 20@#we have been organized as a closec
end investment company since April 13, 2004. Oilitalo achieve our investment objective dependsar ability to grow, which depends,
turn, on the Investment Adviser's ability to congrto identify, analyze, invest in and monitor camigs that meet our investment criteria.
Accomplishing this result on a cost-effective basigrgely a function of the Investment Adviset’icturing of investments, its ability to
provide competent, attentive and efficient servicess and our access to financing on acceptabtesteAs we continue to grow, Prospect
Capital Management will need to continue to hiraint, supervise and manage new employees. Fadur@hage our future growth effectively
could have a materially adverse effect on our lssinfinancial condition and results of operations.
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We are dependent upon Prospect Capital Managemekd\s management personnel for our future success.

We depend on the diligence, skill and neknaf business contacts of the senior managemethiedihvestment Adviser. We also depend,
to a significant extent, on the Investment Advisaccess to the investment professionals and fiveriation and deal flow generated by these
investment professionals in the course of theiegtment and portfolio management activities. Tindosenanagement team of the Investment
Adviser evaluates, negotiates, structures, clasesjtors and services our investments. Our suabessnds to a significant extent on the
continued service of the senior management tearticpiarly John F. Barry Ill and M. Grier Eliasekhe departure of any of the senior
management team could have a materially adverseteff our ability to achieve our investment objectin addition, we can offer no
assurance that Prospect Capital Management wikirethe Investment Adviser or that we will contirtoehave access to its investment
professionals or its information and deal flow.

We operate in a highly competitive market for inte®nt opportunities.

A number of entities compete with us to m#hke types of investments that we make in middieket companies. We compete with other
BDCs, public and private funds, commercial and streent banks, commercial financing companies, arste companies, hedge funds, ant
the extent they provide an alternative form of ficiag, private equity funds. Many of our compestare substantially larger and have
considerably greater financial, technical and mtémgeresources than we do. Some competitors mag hdower cost of funds and access to
funding sources that are not available to us. titewh, some of our competitors may have highee tiderances or different risk assessments,
which could allow them to consider a wider variefyinvestments and establish more relationships tlsa Furthermore, many of our
competitors are not subject to the regulatory ig&ins that the Investment Company Act imposesi®as a BDC and that the Code impose
us as a RIC. We cannot assure you that the corivpgtitessures we face will not have a material estveffect on our business, financial
condition and results of operations. Also, as alted this competition, we may not be able to perattractive investment opportunities from
time to time.

We do not seek to compete primarily basethe interest rates we offer and we believe thatesof our competitors may make loans with
interest rates that are comparable to or lower thamates we offer. Rather, we compete with oanetitors based on our existing investment
platform, seasoned investment professionals, expesi and focus on middle-market companies, disgglinvestment philosophy, extensive
industry focus and flexible transaction structuring

We may lose investment opportunities ifdeenot match our competitors' pricing, terms amndcstire. If we match our competitors'
pricing, terms and structure, we may experienceedsed net interest income and increased riskegitdoss. As a result of operating in such ¢
competitive environment, we may make investmerdasdhe on less favorable terms than what we mag baginally anticipated, which may
impact our return on these investments.

We fund a portion of our investments with borrowetbney, which magnifies the potential for gain orde on amounts invested and may
increase the risk of investing in us.

Borrowings and other types of financingodknown as leverage, magnify the potential fongailoss on amounts invested and, therefore
increase the risks associated with investing insegurities. Our lenders have fixed dollar claimsar assets that are superior to the claims o
our common stockholders or any preferred stockhsldéthe value of our assets increases, therrdgieg would cause the net asset value to
increase more sharply than it would have had wdaveraged. Conversely, if the value of our asdetseases, leveraging would cause net
asset value to decline more sharply than it otrewiould have had we not leveraged. Similarly,iangease in our income in excess of
consolidated interest payable on the borrowed fuvldd cause our net income to increase
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more than it would without the leverage, while alegrease in our income would cause net incomediingemore sharply than it would have
had we not borrowed. Such a decline could negataféct our ability to make common stock dividgrad/ments. Leverage is generally
considered a speculative investment technique.

Changes in interest rates may affect our cost opital and net investment income.

A portion of the debt investments we makarb interest at fixed rates and other debt investsrbear interest at variable rates with floors
and the value of these investments could be neggtaffected by increases in market interest rateaddition, as the interest rate on our
revolving credit facility is at a variable rate bdson an index, an increase in interest rates wmalkk it more expensive to use debt to finance
our investments. As a result, an increase in manketest rates could both reduce the value ofoutfolio investments and increase our cos
capital, which could reduce our net investment ine®r net increase in net assets resulting fromatipas.

We need to raise additional capital to grow becawsemust distribute most of our income.

We need additional capital to fund growttour investments. A reduction in the availabibfynew capital could limit our ability to grow.
We must distribute at least 90% of our ordinaryome and realized net short-term capital gains aesx of realized net long-term capital
losses, if any, to our stockholders to maintainsiatus as a regulated investment company, or fei@J.S. federal income tax purposes. As a
result, such earnings are not available to funéstment originations. We have sought additionaitabpy borrowing from financial
institutions and may issue debt securities or aftht equity securities. If we fail to obtain funfilem such sources or from other sources to
fund our investments, we could be limited in ouitighto grow, which may have an adverse effectlo@ value of our common stock. In
addition, as a business development company, werglnmay not borrow money or issue debt securitieissue preferred stock unless
immediately thereafter our ratio of total assettotal borrowings and other senior securities ieast 200%. This may restrict our ability to
obtain additional leverage in certain circumstances

We may experience fluctuations in our quarterly réts.

We could experience fluctuations in ourrtgrdy operating results due to a number of factrduding the interest or dividend rates
payable on the debt or equity securities we hble default rate on debt securities, the level ofeoypenses, variations in and the timing of the
recognition of realized and unrealized gains oséssthe degree to which we encounter competiti@ui markets, and general economic
conditions. As a result of these factors, resultsahy period should not be relied upon as beidgative of performance in future periods.

Our most recent NAV was calculated on June 30, 2@t®l our NAV when calculated effective September 3013 and thereafter may be
higher or lower.

Our most recently estimated NAV per shar@li0.73 on an as adjusted basis solely to gieetetd our issuance of common stock since
June 30, 2013 in connection with our dividend restment plan, shares issued in connection withsinvent transactions, and our issuance of
9,818,907 shares of common stock during the pédrad July 1, 2013 to August 21, 2013 under ouhatinarket program (the "ATM
Program™), $0.01 higher than the $10.72 determineds as of June 30, 2013. NAV per share as ofegdptr 30, 2013 may be higher or lower
than $10.73 based on potential changes in valuatissuances of securities, dividends paid andregsifior the quarter then ended. Our Board
of Directors has not yet determined the fair vadtiportfolio investments at any date subsequedutee 30, 2013. Our Board of Directors
determines the fair value of our portfolio investriteeon a quarterly basis in connection with theparation of quarterly financial statements
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and based on input from independent valuation fitims Investment Adviser, the Administrator and Auelit Committee of our Board of
Directors.

The Investment Adviser's liability is limited undéhe Investment Advisory Agreement, and we are riegdi to indemnify the Investment
Adviser against certain liabilities, which may ledde Investment Adviser to act in a riskier mannen our behalf than it would when actin
for its own account

The Investment Adviser has not assumed@syonsibility to us other than to render the smwvidescribed in the Investment Advisory
Agreement, and it will not be responsible for antian of our Board of Directors in declining to lfmv the Investment Adviser's advice or
recommendations. Pursuant to the Investment Adyidgreement, the Investment Adviser and its membatstheir respective officers,
managers, partners, agents, employees, contrgiéngpns and members and any other person or efftitgted with it will not be liable to us
for their acts under the Investment Advisory Agreemabsent willful misfeasance, bad faith, grasgligence or reckless disregard in the
performance of their duties. We have agreed tonmmdfy, defend and protect the Investment Advisat i members and their respective
officers, managers, partners, agents, employeag;otiing persons and members and any other pessentity affiliated with it with respect to
all damages, liabilities, costs and expenses iaguitom acts of the Investment Adviser not arising of willful misfeasance, bad faith, gross
negligence or reckless disregard in the performanteeir duties under the Investment Advisory Agrent. These protections may lead the
Investment Adviser to act in a riskier manner wheting on our behalf than it would when actingifsrown account.

Potential conflicts of interest could impact our westment returns

Our executive officers and directors, ameléxecutive officers of the Investment Adviserymarve as officers, directors or principals of
entities that operate in the same or related liridsisiness as we do or of investment funds manbgexdr affiliates. Accordingly, they may
have obligations to investors in those entities, fthfillment of which might not be in our besténésts or those of our stockholders.
Nevertheless, it is possible that new investmepbdjpinities that meet our investment objective ro@ye to the attention of one of the
entities in connection with another investment adsy client or program, and, if so, such opportuniight not be offered, or otherwise made
available, to us. However, as an investment advidmspect Capital Management has a fiduciary abibg to act in the best interests of its
clients, including us. To that end, if Prospect i@dpanagement or its affiliates manage any addél investment vehicles or client accounts
in the future, Prospect Capital Management willemar to allocate investment opportunities in adad equitable manner over time so as no
to discriminate unfairly against any client. If Bpect Capital Management chooses to establish @mniotfestment fund in the future, when the
investment professionals of Prospect Capital Mamage identify an investment, they will have to ceeavhich investment fund should make
the investment.

In the course of our investing activitisader the Investment Advisory Agreement we pay Ibaaeagement and incentive fees to Prospe
Capital Management, and reimburse Prospect Cdgaabhgement for certain expenses it incurs. As @ltre$the Investment Advisory
Agreement, there may be times when the senior negmeagt team of Prospect Capital Management hagsitethat differ from those of our
stockholders, giving rise to a conflict.

The Investment Adviser receives a quarteidpme incentive fee based, in part, on our poetitive fee net investment income, if any, for
the immediately preceding calendar quarter. Thistime incentive fee is subject to a fixed quartbdydle rate before providing an income
incentive fee return to Prospect Capital Managen¥éris fixed hurdle rate was determined when thenent interest rates were relatively low
on a historical basis. Thus, if interest rates, its@ould become easier for our investment incamexceed the hurdle rate and, as a result, |
likely that Prospect Capital Management will reeeén income incentive fee than if interest rateswmninvestments remained constant or
decreased. Subject to the receipt of any requitiiekholder approval under the 1940 Act, our BadrDirectors may adjust the hurdle rate by
amending the Investment Advisory Agreement.
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The income incentive fee payable by uomputed and paid on income that may include intehes has been accrued but not yet
received in cash. If a portfolio company defaultsadoan that has a deferred interest featurg possible that interest accrued under such loa
that has previously been included in the calcutatibthe income incentive fee will become uncollget If this happens, Prospect Capital
Management is not required to reimburse us forsarmh income incentive fee payments. If we do neetsufficient liquid assets to pay this
incentive fee or distributions to stockholders anlsaccrued income, we may be required to liquidagets in order to do so. This fee structur
could give rise to a conflict of interest for PrespCapital Management to the extent that it mayarage Prospect Capital Management to
favor debt financings that provide for deferredtmssst, rather than current cash payments of irtteres

We have entered into a royalty-free licemgeeement with Prospect Capital Management. Uthieagreement, Prospect Capital
Management agrees to grant us a arolusive license to use the name "Prospect Cdplilader the license agreement, we have the righsi
the "Prospect Capital" name for so long as ProSpapital Management or one of its affiliates remanr investment adviser. In addition, we
rent office space from Prospect Administrationaffiliate of Prospect Capital Management, and paspect Administration our allocable
portion of overhead and other expenses incurredrbgpect Administration in performing its obligattoas Administrator under the
Administration Agreement, including rent and ouoehble portion of the costs of our chief finan@#icer and chief compliance officer and
their respective staffs. This may create conflaftsterest that our Board of Directors monitors.

Our incentive fee could induce Prospect Capital Magement to make speculative investments.

The incentive fee payable by us to Pros@agtital Management may create an incentive foirthiestment Adviser to make investments
on our behalf that are more speculative or invohaze risk than would be the case in the absensaaf compensation arrangement. The way
in which the incentive fee payable is determinedofglated as a percentage of the return on investpital) may encourage the Investment
Adviser to use leverage to increase the returnusinvestments. Increased use of leverage andnitrieased risk of replacement of that
leverage at maturity would increase the likelihebdiefault, which would disfavor holders of our cmen stock. Similarly, because the
Investment Adviser will receive an incentive feséad, in part, upon net capital gains realized aniruestments, the Investment Adviser may
invest more than would otherwise be appropriatpimpanies whose securities are likely to yield teygiains, as compared to income
producing securities. Such a practice could reswdur investing in more speculative securitiesthauld otherwise be the case, which could
result in higher investment losses, particularlyiryieconomic downturns.

The incentive fee payable by us to Pros@agiital Management could create an incentiveHerimvestment Adviser to invest on our
behalf in instruments, such as zero coupon bohds tave a deferred interest feature. Under thm&siments, we would accrue interest
income over the life of the investment but would rexceive payments in cash on the investment thaikend of the term. Our net investment
income used to calculate the income incentivetiegjever, includes accrued interest. For examplkruad interest, if any, on our investments
in zero coupon bonds will be included in the cadtioh of our incentive fee, even though we will neteive any cash interest payments in
respect of payment on the bond until its maturéged Thus, a portion of this incentive fee wouldobsed on income that we may not have yet
received in cash in the event of default may neseeive.

We may be obligated to pay our Investment Adviseentive compensation even if we incur a loss.

The Investment Adviser is entitled to intbem compensation for each fiscal quarter basegaim, on our pre-incentive fee net investment
income if any, for the immediately preceding cakengluarter above a performance threshold for thattgr. Accordingly, since the
performance threshold is based
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on a percentage of our net asset value, decreases net asset value make it easier to achievpeHermance threshold. Our piresentive fee
net investment income for incentive compensatiop@ses excludes realized and unrealized capitaétosr depreciation that we may incur in
the fiscal quarter, even if such capital lossedapreciation result in a net loss on our stateraBaperations for that quarter. Thus, we may be
required to pay the Investment Adviser incentivenpensation for a fiscal quarter even if there @eeline in the value of our portfolio or we
incur a net loss for that quarter.

The Investment Adviser and Administrator have thight to resign on 60 days' notice, and we may netdble to find a suitable replacement
within that time, resulting in a disruption in ouoperations that could adversely affect our busingisancial condition and results of
operations.

The Investment Adviser and Administratovda#he right, under the Investment Advisory Agreatrand Administration Agreement,
respectively, to resign at any time upon not lees 60 days' written notice, whether we have fauneplacement or not. If the Investment
Adviser or Administrator resigns, we may not beeabl find a replacement or hire internal manageroeatiministration with similar expertise
and ability to provide the same or equivalent seryion acceptable terms within 60 days, or atfalle are unable to do so quickly, our
operations are likely to experience a disruptiam, liusiness, financial condition and results ofrapens as well as our ability to pay
distributions are likely to be adversely affected she market price of our shares may declinedtitan, the coordination of our internal
management and investment activities or our intexdministration activities, as applicable, is lik& suffer if we are unable to identify and
reach an agreement with a single institution ougrof executives having the expertise possesséldebiynvestment Adviser and its affiliates or
the Administrator and its affiliates. Even if weeable to retain comparable management or adndtigt; whether internal or external, the
integration of such management or administratiahtheir lack of familiarity with our investment aative may result in additional costs and
time delays that may adversely affect our busirfasancial condition and results of operations.

Changes in the laws or regulations governing ourdiness or the businesses of our portfolio comparaesl any failure by us or our
portfolio companies to comply with these laws oguations, could negatively affect the profitabiitof our operations or of our portfolic
companies.

We are subject to changing rules and reigms of federal and state governments, as wahastock exchange on which our common
stock is listed. These entities, including the RuBlompany Accounting Oversight Board, the SEC ‘Bhe NASDAQ Global Select Market,
have issued a significant number of new and inangscomplex requirements and regulations overcihgrse of the last several years and
continue to develop additional regulations. In jeaitr, changes in the laws or regulations or tierpretations of the laws and regulations tha
govern BDCs, RICs or non-depository commercial &&adtould significantly affect our operations amd cost of doing business. We are
subject to federal, state and local laws and reigmis.and are subject to judicial and administextiecisions that affect our operations,
including our loan originations, maximum interestess, fees and other charges, disclosures to portfiampanies, the terms of secured
transactions, collection and foreclosure procedangsother trade practices. If these laws, reqaiator decisions change, or if we expand our
business into jurisdictions that have adopted rstiiegent requirements than those in which we atilyeeonduct business, we may have to
incur significant expenses in order to comply, @ wight have to restrict our operations. In additibwe do not comply with applicable laws,
regulations and decisions, we may lose licensedatefor the conduct of our business and be sutgetitil fines and criminal penalties, any
which could have a material adverse effect uporbosiness, financial condition and results of opena.
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Foreign and domestic political risk may adverselffext our business.

We are exposed to political risk to theextthat Prospect Capital Management, on its betmalfsubject to its investment guidelines,
transacts in securities in the U.S. and foreignketar The governments in any of these jurisdictimmdd impose restrictions, regulations or
other measures, which may have a material advensact on our strategy.

Risks Relating to Our Operation as a Business Dexaggment Company

If we do not invest a sufficient portion of our asts in qualifying assets, we could fail to qualiis a BDC or be precluded from investii
according to our current business strategy.

As a BDC, we may not acquire any assetsrdttan "qualifying assets" unless, at the timaraf after giving effect to such acquisition, at
least 70% of our total assets are qualifying as¥éesbelieve that most of the investments that vag acquire in the future will constitute
qualifying assets. However, we may be precludenhfiovesting in what we believe are attractive itrreents if such investments are not
qualifying assets for purposes of the 1940 Actvéfdo not invest a sufficient portion of our assetgualifying assets, we could be found to be
in violation of the 1940 Act provisions applicaliéeBDCs, which would have a material adverse eff@cbur business, financial condition and
results of operations. Similarly, these rules cqarigvent us from making follow-on investments iisérg portfolio companies (which could
result in the dilution of our position) or couldgrére us to dispose of investments at inapproptiates in order to come into compliance with
the 1940 Act. Because most of our investmentsheilin private companies, and therefore will betheddy illiquid, any such dispositions cou
be made at disadvantageous prices and could mesulbstantial losses.

If we fail to qualify as a RIC, we will have to pagorporate-level taxes on our income, and our income availalfor distribution would be
reduced.

To maintain our qualification for U.S. fedkincome tax purposes as a RIC under Subchaptrthe Internal Revenue Code of 1986, as
amended, or the Code, and obtain RIC tax treatmenimust meet certain source of income, assetsifietion and annual distribution
requirements.

The source of income requirement is s&tisii we derive at least 90% of our annual grossnme from interest, dividends, payments with
respect to certain securities loans, gains frons#e or other disposition of securities or optitheseon or foreign currencies, or other income
derived with respect to our business of investinguch securities or currencies, and net inconma friterests in "qualified publicly traded
partnerships," as defined in the Code.

The annual distribution requirement forl&€ ks satisfied if we distribute at least 90% of oudinary income and net short-term capital
gains in excess of net long-term capital lossesnyf, to our stockholders on an annual basis. Becesx¢ use debt financing, we are subject to
certain asset coverage ratio requirements undek@@ Act and financial covenants that could, ure#gtain circumstances, restrict us from
making distributions necessary to qualify for RERX treatment. If we are unable to obtain cash fotiner sources, we may fail to qualify for
RIC tax treatment and, thus, may be subject toaratp-level income tax on all of our taxable income

To maintain our qualification as a RIC, meast also meet certain asset diversification reguénts at the end of each quarter of our
taxable year. Failure to meet these tests maytnesolr having to dispose of certain investmentk]y in order to prevent the loss of RIC
status. Because most of our investments are iajgrisompanies, any such dispositions could be madisadvantageous prices and may resu
in substantial losses.

If we fail to qualify as a RIC for any ressor become subject to corporate income tax,ehelting corporate taxes would substantially
reduce our net assets, the amount of income alaifab
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distribution, and the actual amount of our disttidins. Such a failure would have a materially adeezffect on us and our stockholders. For
additional information regarding asset coverag®e i@td RIC requirements, see "Business—Tax Coraides” and "Business—Regulation as
a Business Development Company".

We may have difficulty paying our required distritians if we recognize income before or without rédag cash representing such income.

For U.S. federal income tax purposes, wtuife in income certain amounts that we have nbtgaeived in cash, such as original issue
discount or payment-in-kind interest, which represeontractual interest added to the loan balandedue at the end of the loan term. Such
amounts could be significant relative to our ovMdralestment activities. We also may be requirethtdude in taxable income certain other
amounts that we do not receive in cash. While veeiggorimarily on investments that will generateiarent cash return, our investment
portfolio currently includes, and we may continaérvest in, securities that do not pay some oofafheir return in periodic current cash
distributions.

The income incentive fee payable by uisputed and paid on income that may include intehad has been accrued but not yet
received in cash. If a portfolio company defaultsadoan that is structured to provide accrued@ste it is possible that accrued interest
previously used in the calculation of the incomeemtive fee will become uncollectible.

Since in some cases we may recognize teciabbme before or without receiving cash représgrguch income, we may have difficulty
distributing at least 90% of our ordinary incomel aealized net short-term capital gains in excésealized net londerm capital losses, if ar
as required to maintain RIC tax treatment. Accalyinwe may have to sell some of our investmentsvets we would not consider
advantageous, raise additional debt or equity ahpitreduce new investment originations to meesdhdistribution requirements. If we are not
able to obtain cash from other sources, we maydajualify for RIC treatment and thus become stitijie corporate-level income tax. See
"Business—Tax Considerations" and "Business—Reigulas a Business Development Company".

Regulations governing our operation as a businesvelopment company affect our ability to raise, atié way in which we raise
additional capital.

We have incurred indebtedness under owlving credit facility and through the issuancelod Notes and, in the future, may issue
preferred stock or debt securities and/or borroditamhal money from banks or other financial ingtibns, which we refer to collectively as
"senior securities," up to the maximum amount pgadiby the 1940 Act. Under the provisions of tBdd Act, we are permitted, as a BDC, to
incur indebtedness or issue senior securities iordgynounts such that our asset coverage, as defirted 1940 Act, equals at least 200% after
each issuance of senior securities. If the valusuofassets declines, we may be unable to salisfyest, which would prohibit us from paying
dividends in cash or other property and could dribhis from qualifying as a RIC. If we cannot sBtithis test, we may be required to sell a
portion of our investments or sell additional slsavécommon stock at a time when such sales malysaelvantageous in order to repay a
portion of our indebtedness or otherwise increasenet assets. In addition, issuance of additionaimon stock could dilute the percentage
ownership of our current stockholders in us.

As a BDC regulated under provisions of1840 Act, we are not generally able to issue atidbaecommon stock at a price below the
current net asset value per share without stoclen@dproval. If our common stock trades at a disttunet asset value, this restriction could
adversely affect our ability to raise capital. Waymhowever, sell our common stock, or warrant§pap or rights to acquire our common
stock, at a price below the current net asset vaflweir common stock in certain
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circumstances, including if (i)(1) the holders ahajority of our shares (or, if less, at least 66®%a quorum consisting of a majority of our
shares) and a similar majority of the holders afshares who are not affiliated persons of us amptiee sale of our common stock at a price
that is less than the current net asset value(3ra majority of our Directors who have no finaldnterest in the transaction and a majority of
our independent Directors (a) determine that sathis in our and our stockholders' best interasts(b) in consultation with any underwriter
or underwriters of the offering, make a good fai#ftermination as of a time either immediately pt@the first solicitation by us or on our
behalf of firm commitments to purchase such shamesnmediately prior to the issuance of such shatet the price at which such shares are
to be sold is not less than a price which closplyraximates the market value of such shares, @gsliatributing commission or discount or if
(ii) a majority of the number of the beneficial tets of our common stock entitled to vote at oumeh meeting, without regard to whether a
majority of such shares are voted in favor of thappsal, approve the sale of our common stockpaica that is less than the current net asset
value per share.

To generate cash for funding new investsiemé pledged a substantial portion of our portfglivestments under our revolving credit
facility. These assets are not available to sectlirer sources of funding or for securitization. @bility to obtain additional secured or
unsecured financing on attractive terms in therfuts uncertain.

Alternatively, we may securitize our futloans to generate cash for funding new investm&mas "Securitization of our assets subjec
to various risks."

Securitization of our assets subjects us to varioigks.

We may securitize assets to generate aadbriding new investments. We refer to the terouséze to describe a form of leverage unde
which a company such as us (sometimes referres &m doriginator" or "sponsor") transfers incomedurcing assets to a single-purpose,
bankruptcy-remote subsidiary (also referred to ‘&pacial purpose entity" or SPE), which is essidi solely for the purpose of holding such
assets and entering into a structured financeardios. The SPE then issues notes secured by seetsaThe special purpose entity may issus
the notes in the capital markets either publiclpivately to a variety of investors, including lkannon-bank financial institutions and other
investors. There may be a single class of notesuttiple classes of notes, the most senior of whaiies less credit risk and the most junic
which may carry substantially the same credit askhe equity of the SPE.

An important aspect of most debt secutitimatransactions is that the sale and/or contidloubf assets into the SPE be considered a true
sale and/or contribution for accounting purposesbthat a reviewing court would not consolidate $RE with the operations of the originator
in the event of the originator's bankruptcy base@quitable principles. Viewed as a whole, a debtigtization seeks to lower risk to the note
purchasers by isolating the assets collateralitiesgsecuritization in an SPE that is not subjethéocredit and bankruptcy risks of the
originator. As a result of this perceived reductidmisk, debt securitization transactions freqlieathieve lower overall leverage costs for
originators as compared to traditional securedifenttansactions.

In accordance with the above descriptiorsegcuritize loans, we may create a wholly owndxdisliary and contribute a pool of our assets
to such subsidiary. The SPE may be funded with,repmher things, whole loans or interests from ppeols and such loans may or may not
be rated. The SPE would then sell its notes tohasers who we would expect to be willing to aceejsiwer interest rate and the absence of
any recourse against us to invest in a pool ofrimeproducing assets to which none of our creditansld have access. We would retain all
portion of the equity in the SPE. An inability tacgessfully securitize portions of our portfolioatherwise leverage our portfolio through
secured and unsecured borrowings could limit odityabo grow our business and fully execute ousimess strategy, and could decrease our
earnings. However, the successful securitization
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of portions of our portfolio exposes us to a riskoss for the equity we retain in the SPE and magtpose us to greater risk on our remaining
portfolio because the assets we retain may tebe those that are riskier and more likely to geted@sses. A successful securitization may
also impose financial and operating covenantsrésitict our business activities and may includetéitions that could hinder our ability to
finance additional loans and investments or to mhkalistributions required to maintain our statss RIC under Subchapter M of the Code.
The 1940 Act may also impose restrictions on thecsitire of any securitizations.

Interests we hold in the SPE, if any, Wwél subordinated to the other interests issueddBBE. As such, we will only receive cash
distributions on such interests if the SPE has nadidzash interest and other required paymentdlaniteer interests it has issued. In addition,
our subordinated interests will likely be unsecused rank behind all of the secured creditors, kmowunknown, of the SPE, including the
holders of the senior interests it has issued. Equmntly, to the extent that the value of the Siiolio of assets has been reduced as a rest
of conditions in the credit markets, or as a restittefaults, the value of the subordinated intsreg retain would be reduced. Securitization
imposes on us the same risks as borrowing excapothr risk in a securitization is limited to thmaeunt of subordinated interests we retain,
whereas in a borrowing or debt issuance by us tiirae would be at risk for the entire amount of thorrowing or debt issuance.

If the SPE is not consolidated with us, only interest will be the value of our retainedbsrdinated interest and the income allocated to
us, which may be more or less than the cash wéveefrem the SPE, and none of the SPEs liabilidsbe reflected as our liabilities. If the
assets of the SPE are not consolidated with oetsasd liabilities, then our interest in the SP&yrhe deemed not to be a qualifying asset for
purposes of determining whether 70% of our assetgaalifying assets and the leverage incurreduioh SPE may or may not be treated as
borrowings by us for purposes of the requiremeat e not issue senior securities in an amountdess of our net assets.

We may also engage in transactions utdiZfPEs and securitization techniques where thesassiel or contributed to the SPE remain on
our balance sheet for accounting purposes. Ifexample, we sell the assets to the SPE with reeaurprovide a guarantee or other credit
support to the SPE, its assets will remain on alarice sheet. Consolidation would also generadlyltéf we, in consultation with the SEC,
determine that consolidation would result in a meeurate reflection of our assets, liabilities agglilts of operations. In these structures, the
risks will be essentially the same as in other sézation transactions but the assets will renin assets for purposes of the limitations
described above on investing in assets that arquaifying assets and the leverage incurred bySfRE will be treated as borrowings incurred
by us for purposes of our limitation on the issweaatsenior securities.

The Investment Adviser may have conflidtsterest with respect to potential securitizatiom as much as securitizations that are not
consolidated may reduce our assets for purposgstefmining its investment advisory fee althougeame circumstances the Investment
Adviser may be paid certain fees for managing #sets of the SPE so as to reduce or eliminate ateyial bias against securitizations.

Our ability to invest in public companies may benited in certain circumstances.

As a BDC, we must not acquire any assétsrdahan "qualifying assets" specified in the 184D unless, at the time the acquisition is
made, at least 70% of our total assets are quadjfgssets (with certain limited exceptions). Suttiecertain exceptions for follow-on
investments and distressed companies, an invesimantissuer that has outstanding securitiesdlistea national securities exchange may be
treated as qualifying assets only if such issusrehmarket capitalization that is less than $290amiat the time of such investment.
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Risks Relating to Our Investments
We may not realize gains or income from our invesims.

We seek to generate both current incomecapial appreciation. However, the securities my@st in may not appreciate and, in fact, 1
decline in value, and the issuers of debt secanitie invest in may default on interest and/or ppakcpayments. Accordingly, we may not be
able to realize gains from our investments, andgaigs that we do realize may not be sufficiertffeet any losses we experience. See
"Business—Our Investment Objective and Policies".

Most of our portfolio investments are recorded airfvalue as determined in good faith under the éation of our Board of Directors and, ¢
a result, there is uncertainty as to the value afrgortfolio investments.

A large percentage of our portfolio investits consist of securities of privately held comesnHence, market quotations are generally
not readily available for determining the fair vaduof such investments. The determination of falue, and thus the amount of unrealized
losses we may incur in any year, is to a degregstine, and the Investment Adviser has a condifdhterest in making the determination. We
value these securities quarterly at fair valueeterghined in good faith by our Board of Directoeséd on input from the Investment Adviser,
our Administrator, a third party independent vailoiafirm and our Audit Committee. Our Board of Oiters utilizes the services of an
independent valuation firm to aid it in determinithg fair value of any securities. The types ofdexthat may be considered in determining
fair values of our investments include the nature @ealizable value of any collateral, the port@ompany's ability to make payments and its
earnings, the markets in which the portfolio compdaes business, comparison to publicly traded @mgs, discounted cash flow, current
market interest rates and other relevant factaesaBse such valuations, and particularly valuatigisivate securities and private companies,
are inherently uncertain, the valuations may flattusignificantly over short periods of time duekbanges in current market conditions. The
determinations of fair value by our Board of Distmay differ materially from the values that wsbblave been used if an active market and
market quotations existed for these investments.n@uasset value could be adversely affecteckifidfterminations regarding the fair value of
our investments were materially higher than theeslthat we ultimately realize upon the disposauch securities.

In addition, decreases in the market vatrdair values of our investments are recordedraiealized depreciation. Unprecedented
declines in prices and liquidity in the corporagbtimarkets experienced during the recent finamciggs resulted in significant net unrealized
depreciation in our portfolio in the past. The effef all of these factors on our portfolio redueed NAV by increasing net unrealized
depreciation in our portfolio. Depending on margenditions, we could incur substantial realizedéssand may continue to suffer additional
unrealized losses in future periods, which couldeha material adverse impact on our business, ¢dinhoondition and results of operations.
have no policy regarding holding a minimum leveligfiid assets. As such, a high percentage of ottfglio generally is not liquid at any
given point in time. See "The lack of liquidity magversely affect our business."

Price declines and illiquidity in the corporate detmarkets have adversely affected, and may in theeife adversely affect, the fair value
our portfolio investments, reducing our net assetiwe through increased net unrealized depreciation.

As a BDC, we are required to carry our siweents at market value or, if no market valuestegainable, at fair value as determined in
good faith by or under the direction of our Boafdaectors. As part of the valuation process, tifes of factors that we may take into acc
in determining the fair value of our investmentslirle, as relevant and among other factors: aveilarrent market data, including relevant
and applicable market trading and transaction coaiypes,
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applicable market yields and multiples, securityer@ants, call protection provisions, informatioghtis, the nature and realizable value of any
collateral, the portfolio company's ability to mabkayments, its earnings and discounted cash flithesnarkets in which the portfolio company
does business, comparisons of financial ratioseef gompanies that are public, merger and acaquisibmparables, our principal market (as
the reporting entity) and enterprise values. Desgean the market values or fair values of our stiveents are recorded as unrealized
depreciation. The effect of all of these factorsoon portfolio can reduce our net asset value byeiasing net unrealized depreciation in our
portfolio. Depending on market conditions, we coulcur substantial realized losses and may sutfditianal unrealized losses in future
periods, which could have a material adverse impaciur business, financial condition and resultsperations.

Our investments in prospective portfolio companiesay be risky and we could lose all or part of omwvestment.

Some of our portfolio companies have re&dyi short or no operating histories. These congmare and will be subject to all of the
business risk and uncertainties associated withamybusiness enterprise, including the risk thes¢ companies may not reach their
investment objective and the value of our investnirethem may decline substantially or fall to zero

In addition, investment in the middle markempanies that we are targeting involves a nurabether significant risks, including:

. these companies may have limited financial resgiand may be unable to meet their obligatiokeutheir securities that we
hold, which may be accompanied by a deterioraticihé value of their securities or of any collatevdh respect to any
securities and a reduction in the likelihood of cealizing on any guarantees we may have obtaimednnection with our
investment;

. they may have shorter operating histories, narrgeeduct lines and smaller market shares than ddngginesses, which tend to
render them more vulnerable to competitors' actamtbmarket conditions, as well as general econdmimturns;

. because many of these companies are privatédycbenpanies, public information is generally negidgable about these
companies. As a result, we will depend on the tgbilf the Investment Adviser to obtain adequaterimfation to evaluate these
companies in making investment decisions. If theestment Adviser is unable to uncover all maténfdrmation about these
companies, it may not make a fully informed investitndecision, and we may lose money on our invessne

. they are more likely to depend on the managenaenits and efforts of a small group of personetefore, the death, disability,
resignation or termination of one or more of thesesons could have a materially adverse impacuompartfolio company and,
in turn, on us;

. they may have less predictable operating resully, fnom time to time be parties to litigation, masg engaged in changing

businesses with products subject to a risk of @ss@nce and may require substantial additionatatdpisupport their
operations, finance expansion or maintain their patitive position;

. they may have difficulty accessing the capitarkets to meet future capital needs;

. changes in laws and regulations, as well as thigrpretations, may adversely affect their bess) financial structure or
prospects; and

. increased taxes, regulatory expense or the costsaniges to the way they conduct business duesteftacts of climate change
may adversely affect their business, financialcitme or prospects.

43




Table of Contents

In addition, our executive officers, direct and the Investment Adviser could, in the ondircurse of business, be named as defendant
in litigation arising from proposed investmentsfrmm our investments in the portfolio companies.

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

We make investments in private companiegofion of these investments may be subject tallagd other restrictions on resale, tran:
pledge or other disposition or will otherwise bssléiquid than publicly traded securities. Thaillidity of our investments may make it diffic
for us to sell such investments if the need arilseaddition, if we are required to liquidate aflaportion of our portfolio quickly, we may
realize significantly less than the value at whighhave previously recorded our investments. Iriteadd we face other restrictions on our
ability to liquidate an investment in a businessteto the extent that we or the Investment Adwisas or could be deemed to have material
non-public information regarding such businesstenti

Economic recessions or downturns could impair ouwsrtfolio companies and harm our operating resuli

Many of our portfolio companies may be smible to economic slowdowns or recessions andmeaynable to repay our loans or meet
other obligations during these periods. Therefoue,non-performing assets are likely to increand,the value of our portfolio is likely to
decrease, during these periods. Adverse economiitans also may decrease the value of collataliring some of our loans and the value
of our equity investments. Economic slowdowns gessions could lead to financial losses in ourfplistand a decrease in revenues, net
income and assets. Unfavorable economic condititstscould increase our funding costs, limit owress to the capital markets or result in a
decision by lenders not to extend credit to us.s€havents could prevent us from increasing investsrend harm our operating results.

A portfolio company's failure to satisfypéincial or operating covenants imposed by us @ardémders could lead to defaults and,
potentially, termination of its loans and foreclmson its secured assets, which could trigger ede$sults under other agreements and
jeopardize a portfolio company's ability to mestabligations under the debt or equity securities tve hold. We may incur expenses to
extent necessary to seek recovery upon default megotiate new terms, which may include the wadferertain financial covenants, with a
defaulting portfolio company. In addition, if onéaur portfolio companies were to go bankrupt, etrugh we may have structured our
interest as senior debt or preferred equity, deipgnoh the facts and circumstances, including ttierg to which we actually provided
managerial assistance to that portfolio compargraruptcy court might re-characterize our detgaurity holding and subordinate all or a
portion of our claim to those of other creditors.

Investments in equity securities, many of which alle&uid with no readily available market, involva substantial degree of risl

We may purchase common and other equityrgexs. Although common stock has historically gexted higher average total returns thar
fixed income securities over the long-term, commtmtk also has experienced significantly more Vdlain those returns and in recent years
has significantly under performed relative to fixedome securities. The equity securities we aequiay fail to appreciate and may decline in
value or become worthless and our ability to recae investment will depend on our portfolio compa success. Investments in equity
securities involve a number of significant risks;luding:

. any equity investment we make in a portfolio compeould be subject to further dilution as a resiithe issuance of addition
equity interests and to serious risks as a jurdousty that will be subordinate to all indebtednéscluding trade creditors) or
senior securities in the
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event that the issuer is unable to meet its obtigator becomes subject to a bankruptcy process;

. to the extent that the portfolio company requirdgitonal capital and is unable to obtain it, weymat recover our investment;
and
. in some cases, equity securities in which we inwéishot pay current dividends, and our abilityrealize a return on our

investment, as well as to recover our investmeiiltp& dependent on the success of the portfolimgany. Even if the portfolio
company is successful, our ability to realize thkig of our investment may be dependent on thergamee of a liquidity event,
such as a public offering or the sale of the ptidcfoompany. It is likely to take a significant aord of time before a liquidity
event occurs or we can otherwise sell our investnieraddition, the equity securities we receivénmest in may be subject to
restrictions on resale during periods in whichoitil be advantageous to sell them.

There are special risks associated witksting in preferred securities, including:

. preferred securities may include provisions thainethe issuer, at its discretion, to defer dinitions for a stated period
without any adverse consequences to the issuee twn a preferred security that is deferring isdributions, we may be
required to report income for tax purposes befoee@eceive such distributions;

. preferred securities are subordinated to detsrims of priority to income and liquidation payrnsrand therefore will be subject
to greater credit risk than debt;

. preferred securities may be substantially l&gsd than many other securities, such as commuekgir U.S. government
securities; and

. generally, preferred security holders have no gptights with respect to the issuing company, sttt limited exceptions.

Additionally, when we invest in first liesenior secured loans (including unitranche loasepnd lien senior secured loans or mezzanine
debt, we may acquire warrants or other equity seesiias well. Our goal is ultimately to disposesath equity interests and realize gains upol
our disposition of such interests. However, theitgqaterests we receive may not appreciate ine&and, in fact, may decline in value.
Accordingly, we may not be able to realize gaimsrfrour equity interests and any gains that we dbizeon the disposition of any equity
interests may not be sufficient to offset any otbeses we experience.

We may invest, to the extent permitteddw,lin the equity securities of investment funds thire operating pursuant to certain exception
to the Investment Company Act and in advisersrtolar investment funds and, to the extent we sestwill bear our ratable share of any
such company's expenses, including managementafatmance fees. We will also remain obligateddag management and incentive fees tc
Prospect Capital Management with respect to thetagsvested in the securities and instrumentsich sompanies. With respect to each of
these investments, each of our common stockholiéirisear his or her share of the management acelnitive fee of Prospect Capital
Management as well as indirectly bearing the mamageé and performance fees and other expenses duahyinvestment funds or advisers.

There may be circumstances where our debt investtseould be subordinated to claims of other cred#@r we could be subject to lender
liability claims.

If one of our portfolio companies were lankrupt, even though we may have structurednbeirest as senior debt, depending on the
facts and circumstances, a bankruptcy court miggtiaracterize our debt holding as an equity investrand subordinate all or a portion of oul
claim to that of other creditors. In addition, lenslican be subject to lender liability claims foti@ens taken
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by them where they become too involved in the heers business or exercise control over the borrola example, we could become
subject to a lender's liability claim, if, amondpet things, we actually render significant managjexssistance.

Our portfolio companies may incur debt or issue étyusecurities that rank equally with, or senior tour investments in such companies.

Our portfolio companies may have, or mayéesnitted to incur, other debt, or issue otheiitgagecurities, that rank equally with, or
senior to, our investments. By their terms, susriilments may provide that the holders are entitteéceive payment of dividends, interest ol
principal on or before the dates on which we atéled to receive payments in respect of our inwesits. These debt instruments would
usually prohibit the portfolio companies from payimterest on or repaying our investments in thenéand during the continuance of a def
under such debt. Also, in the event of insolvettiquidation, dissolution, reorganization or bankieypof a portfolio company, holders of
securities ranking senior to our investment in fi@tfolio company typically are entitled to receipayment in full before we receive any
distribution in respect of our investment. Aftepaging such holders, the portfolio company mayhate any remaining assets to use for
repaying its obligation to us. In the case of s#iesrranking equally with our investments, we wbbhve to share on an equal basis any
distributions with other security holders in theevof an insolvency, liquidation, dissolution, mganization or bankruptcy of the relevant
portfolio company.

The rights we may have with respect todbiéateral securing any junior priority loans wekado our portfolio companies may also be
limited pursuant to the terms of one or more imedltor agreements (including agreements goverfirg out" and "last out" structures) that
we enter into with the holders of senior debt. Urglech an intercreditor agreement, at any timegbaior obligations are outstanding, we may
forfeit certain rights with respect to the collateto the holders of the senior obligations. Theglets may include the right to commence
enforcement proceedings against the collateral;i¢iit to control the conduct of such enforcemantpedings, the right to approve
amendments to collateral documents, the rightlemse liens on the collateral and the right to watast defaults under collateral documents.
We may not have the ability to control or directisactions, even if as a result our rights as juleioders are adversely affected.

When we are a debt or minority equity investor irpartfolio company, we are often not in a positiom exert influence on the entity, and
other equity holders and management of the compamgy make decisions that could decrease the valueuwfportfolio holdings.

When we make debt or minority equity inveshts, we are subject to the risk that a portfotimpany may make business decisions with
which we disagree and the other equity holdersmaadagement of such company may take risks or otbemct in ways that do not serve our
interests. As a result, a portfolio company may endécisions that could decrease the value of easiment.

Our portfolio companies may be highly leveraged.

Some of our portfolio companies may be lyidéveraged, which may have adverse consequendbgse companies and to us as an
investor. These companies may be subject to rég&iinancial and operating covenants and therlye may impair these companies' ability
to finance their future operations and capital seéad a result, these companies' flexibility tgoesd to changing business and economic
conditions and to take advantage of business appities may be limited. Further, a leveraged comgfsaimcome and net assets will tend to
increase or decrease at a greater rate than dwed money were not used.
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Our portfolio contains a limited number of portfali companies, which subjects us to a greater rislsigiificant loss if any of these
companies defaults on its obligations under anyitsfdebt securities.

A consequence of the limited number of gimeents in our portfolio is that the aggregaterretwe realize may be significantly adversely
affected if one or more of our significant porttbiompany investments perform poorly or if we needrite down the value of any one
significant investment. Beyond our income tax déifézation requirements, we do not have fixed glimdss for diversification, and our
portfolio could contain relatively few portfolio ogpanies.

Our failure to make follow-on investments in our pifolio companies could impair the value of our pifolio.

Following an initial investment in a poittocompany, we may make additional investmenthat portfolio company as "follow-on"
investments, in order to: (1) increase or maintaiwwhole or in part our equity ownership percentd@g exercise warrants, options or
convertible securities that were acquired in thgioal or subsequent financing or (3) attempt teserve or enhance the value of our
investment.

We may elect not to make follow-on investitse may be constrained in our ability to emplogitable funds, or otherwise may lack
sufficient funds to make those investments. We hibgaliscretion to make any follow-on investmeastdyject to the availability of capital
resources. The failure to make follow-on investragnay, in some circumstances, jeopardize the asedinviability of a portfolio company and
our initial investment, or may result in a missggbortunity for us to increase our participatioraisuccessful operation. Even if we have
sufficient capital to make a desired follow-on istraent, we may elect not to make a followinvestment because we may not want to inc
our concentration of risk, because we prefer otipgortunities, or because we are inhibited by céampk with BDC requirements or the de:
to maintain our tax status.

We may be unable to invest the net proceeds rafsgu offerings and repayments from investments occaptable terms, which would harm
our financial condition and operating results.

Until we identify new investment opportues, we intend to either invest the net proceedstafe offerings and repayments from
investments in interest-bearing deposits or othertsgerm instruments or use the net proceeds #woch offerings to reduce then-outstanding
obligations under our credit facility. We cannos@® you that we will be able to find enough appieip investments that meet our investment
criteria or that any investment we complete ushegproceeds from an offering will produce a sudfitireturn.

We may have limited access to information aboutvatiely held companies in which we invest.

We invest primarily in privately-held compes. Generally, little public information existiscut these companies, and we are required to
rely on the ability of the Investment Adviser's @stment professionals to obtain adequate informatievaluate the potential returns from
investing in these companies. These companieshairdfinancial information are not subject to tharlfanes-Oxley Act of 2002 and other rules
that govern public companies. If we are unablertoover all material information about these comesnive may not make a fully informed
investment decision, and we may lose money onroaugstment.
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We may not be able to fully realize the value oéttollateral securing our debt investments.

Although a substantial amount of our delestments are protected by holding security istsrm the assets of the portfolio companies,
we may not be able to fully realize the value @& dtollateral securing our investments due to omaare of the following factors:

. our debt investments may be in the form of mezzaloans, therefore our liens on the collateradny, are subordinated to thc
of the senior secured debt of the portfolio comesnif any. As a result, we may not be able tormdmémedies with respect to
the collateral;

. the collateral may not be valuable enough to sasifof the obligations under our secured loamtipalarly after giving effect t
the repayment of secured debt of the portfolio camypthat ranks senior to our loan;

. bankruptcy laws may limit our ability to realizelwa from the collateral and may delay the real@afrocess;
. our rights in the collateral may be adversely aéddy the failure to perfect security interestshia collateral;
. the need to obtain regulatory and contractual aussmould impair or impede how effectively the atdral would be liquidated

and could affect the value received; and

. some or all of the collateral may be illiquiddamay have no readily ascertainable market valbe.lifjuidity and value of the
collateral could be impaired as a result of chapgiconomic conditions, competition, and other feg;tmmcluding the availabilit
of suitable buyers.

Our investments in foreign securities may involvigrsficant risks in addition to the risks inherenin U.S. investments.

Our investment strategy contemplates pi@teimvestments in securities of foreign companiesiuding those located in emerging market
countries. Investing in foreign companies may erpasto additional risks not typically associatathwnvesting in U.S. companies. These
risks include changes in exchange control reguiatipolitical and social instability, expropriatiamposition of foreign taxes, less liquid
markets and less available information than is galyethe case in the United States, higher tratimacosts, less government supervision of
exchanges, brokers and issuers, less developedupacyk laws, difficulty in enforcing contractual laations, lack of uniform accounting and
auditing standards and greater price volatilityclstisks are more pronounced in emerging markettries

Although currently all of our investmentgeaand we expect that most of our investmentsheiJlU.S. dollar-denominated, investments
that are denominated in a foreign currency wilshbject to the risk that the value of a particalarency will change in relation to one or more
other currencies. Among the factors that may affectency values are trade balances, the levdiat-g¢erm interest rates, differences in
relative values of similar assets in different enaies, long-term opportunities for investment aaplital appreciation, and political
developments.

We may expose ourselves to risks if we engage ofgheg transactions.

We may employ hedging techniques to minggertain investment risks, such as fluctuatioriatierest and currency exchange rates, but
we can offer no assurance that such strategiebw#ffective. If we engage in hedging transactisesmay expose ourselves to risks
associated with such transactions. We may utifis&iiments such as forward contracts, currencyoeptind interest rate swaps, caps, collars
and floors to seek to hedge against fluctuatiortherrelative values of our portfolio positionsrfre¢hanges in currency exchange rates and
market interest rates. Hedging against a decliedrvalues of our portfolio positions does notnétiate the possibility of fluctuations in the
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values of such positions or prevent losses if ilaas of such positions decline. However, such imgdgan establish other positions designed
to gain from those same developments, therebyttifigehe decline in the value of such portfolicsfimns. Such hedging transactions may
limit the opportunity for gain if the values of tpertfolio positions should increase. Moreovemdy not be possible to hedge against an
exchange rate or interest rate fluctuation thabigenerally anticipated that we are not able terénto a hedging transaction at an acceptable
price. Furthermore, our ability to engage in hedgimansactions may also be adversely affected dgnteules adopted by the CFTC.

The success of our hedging transactionsmtpon our ability to correctly predict movementsyencies and interest rates. Therefore,
while we may enter into such transactions to segkduce currency exchange rate and interestisikt® unanticipated changes in currency
exchange rates or interest rates may result ingpamerall investment performance than if we hademgaged in any such hedging
transactions. The degree of correlation betwearepriovements of the instruments used in a hedgiategy and price movements in the
portfolio positions being hedged may vary. Moreg¥er a variety of reasons, we may not seek tabéistaa perfect correlation between such
hedging instruments and the portfolio holdings geiedged. Any such imperfect correlation may preusrfrom achieving the intended hedge
and expose us to risk of loss. In addition, it maybe possible to hedge fully or perfectly agamstency fluctuations affecting the value of
securities denominated in non-U.S. currencies.tmpany has no current intention of engaging in@frthe hedging transaction described
above, although it reserves the right to do shénftiture.

Our Board of Directors may change our operating pmés and strategies without prior notice or stoakder approval, the effects of which
may be adverse to us and could impair the valu®of stockholders' investment.

Our Board of Directors has the authorityrtodify or waive our current operating policies ana strategies without prior notice and
without stockholder approval. We cannot predictaffect any changes to our current operating psdiaind strategies would have on our
business, financial condition, and value of our own stock. However, the effects might be adver$gghwcould negatively impact our ability
to pay dividends and cause stockholders to loser giart of their investment.

Our investments in CLOs may be riskier and lessnsparent to us and our stockholders than direct @ments in the underlying
companies.

We invest in CLOs. Generally, there maydss information available to us regarding the ulyitey debt investments held by CLOs than
if we had invested directly in the debt of the utgdag companies. As a result, our stockholders mot know the details of the underlying
securities of the CLOs in which we will invest. GZitO investments are subject to the risk of leveragsociated with the debt issued by such
CLOs and the repayment priority of senior debt bddn such CLOs. Our investments in portfolio camips may be risky, and we could lose
all or part of our investment.

CLOs typically will have no significant assets otttban their underlying Senior Secured Loans; payms on CLO investments are and will
be payable solely from the cashflows from such ®er8ecured Loans.

CLOs typically will have no significant a&ts other than their underlying Senior Secured koArcordingly, payments on CLO
investments are and will be payable solely fromdhghflows from such Senior Secured Loans, nell afanagement fees and other expenses
Payments to us as a holder of CLO junior securétiesand will be made only after payments due ersémior secured notes, and, where
appropriate, the junior secured notes, have beele mmafull. This means that relatively small nuntbef defaults of Senior Secured Loans may
adversely impact our returns.
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Our CLO investments are exposed to leveraged cneslit

Generally, we are in a subordinated pasiigth respect to realized losses on the Senioui®@dd_oans underlying our investments in
CLOs. The leveraged nature of CLOs, in particutsegnifies the adverse impact of Senior Secured dedaults. CLO investments represent ¢
leveraged investment with respect to the underl@agior Secured Loans. Therefore, changes in thkeataalue of the CLO investments co
be greater than the change in the market valueeofihderlying Senior Secured Loans, which are stibjecredit, liquidity and interest rate ri

There is the potential for interruption and defertaf cashflow from CLO investments.

If certain minimum collateral value ratiasd/or interest coverage ratios are not met by @,Qitimarily due to Senior Secured Loan
defaults, then cashflow that otherwise would hasernbavailable to pay distributions to us on our Gh¥é®stments may instead be used to
redeem any senior notes or to purchase additi@@b8Secured Loans, until the ratios again exteedninimum required levels or any senior
notes are repaid in full. This could result in #imaation, reduction or deferral in the distribarti and/or principal paid to the holders of the
CLO investments, which would adversely impact @iums.

Investments in foreign securities may involve sifjoant risks in addition to the risks inherent in 1%. investments

Our CLO investment strategy involves inmestts in foreign CLOs. Investing in foreign enstimay expose us to additional risks not
typically associated with investing in U.S. issudrisese risks include changes in exchange corgguilations, political and social instability,
expropriation, imposition of foreign taxes, lespid markets and less available information thageiserally the case in the United States,
higher transaction costs, less government supervigi exchanges, brokers and issuers, less deelmperuptcy laws, difficulty in enforcing
contractual obligations, lack of uniform accountangd auditing standards and greater price volathitirther, we, and the CLOs in which we
invest, may have difficulty enforcing creditor'ghits in foreign jurisdictions. In addition, the @mlying companies of the CLOs in which we
invest may be foreign, which may create greatepswye for us to foreign economic developments.

The payment of underlying portfolio manager feesdinther charges on CLO investments could adverselgact our returns.

We may invest in CLO investments whereuthderlying portfolio securities may be subject tamagement, administration and incentive
or performance fees, in addition to those payaplas Payment of such additional fees could adliemsgact the returns we achieve.

The inability of a CLO collateral manager to reingéthe proceeds of the prepayment of senior secloatis may adversely affect us.

There can be no assurance that for any i@k&stment, in the event that any of the senioustloans of a CLO underlying such
investment are prepaid, the CLO collateral managiébe able to reinvest such proceeds in new SeBarured Loans with equivalent
investment returns. If the CLO collateral managermot reinvest in new Senior Secured Loans witlivadgnt investment returns, the interest
proceeds available to pay interest on the ratdditias and investments may be adversely affected.
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Our CLO investments are subject to prepayments aalls, increasing re-investment risk.

Our CLO investments and/or the underlyiagisr secured loans may prepay more quickly thaeeted, which could have an adverse
impact on our value. Prepayment rates are influgibgechanges in interest rates and a variety afi@mic, geographic and other factors bey
our control and consequently cannot be predicteld gértainty. In addition, for a CLO collateral nager there is often a strong incentive to
refinance well performing portfolios once the senifanches amortize. The yield to maturity of theestments will depend on the amount and
timing of payments of principal on the loans anel inice paid for the investments. Such yield magpdbeersely affected by a higher or lower
than anticipated rate of prepayments of the debt.

Furthermore, our CLO investments generddiynot contain optional call provisions, other tlaacall at the option of the holders of the
equity tranches for the senior notes and the jusgoured notes to be paid in full after the exmirabf an initial period in the deal (referred &
the "non-call period").

The exercise of the call option is by takevant percentage (usually a majority) of the brddf the equity tranches and, therefore, where
we do not hold the relevant percentage we willoeable to control the timing of the exercise & ¢all option. The equity tranches also
generally have a call at any time based on cetéivent triggers. In any event, the call can dr@yexercised by the holders of equity tranc
if they can demonstrate (in accordance with thaibket provisions in the transaction) that the senaies and junior secured notes will be paid
in full if the call is exercised.

Early prepayments and/or the exercisea#llboption otherwise than at our request may gige rise to increased re-investment risk with
respect to certain investments, as we may reakizess cash earlier than expected. If we are uriabkinvest such cash in a new investment
with an expected rate of return at least equatab of the investment repaid, this may reduce etiincome and, consequently, could have an
adverse impact on our ability to pay dividends.

We have limited control of the administration andreendment of Senior Secured Loans owned by the CirOshich we invest.

We are not be able to directly enforce aghts and remedies in the event of a default 8&aior Secured Loan held by a CLO vehicle. In
addition, the terms and conditions of the Senia@u®sd Loans underlying our CLO investments mayrberaded, modified or waived only by
the agreement of the underlying lenders. Generafly,such agreement must include a majority oparsmajority (measured by outstanding
loans or commitments) or, in certain circumstanaasjanimous vote of the lenders. Consequentlytetimes and conditions of the payment
obligations arising from Senior Secured Loans cdndldnodified, amended or waived in a manner contaaour preferences.

We have limited control of the administration andreendment of any CLO in which we invest.

The terms and conditions of target se@sgithay be amended, modified or waived only by greement of the underlying security
holders. Generally, any such agreement must indutl@jority or a super majority (measured by outditay amounts) or, in certain
circumstances, a unanimous vote of the securitgdrsl Consequently, the terms and conditions op#lyenent obligation arising from the
CLOs in which we invest be modified, amended onediin a manner contrary to our preferences.

Senior Secured Loans of CLOs may be sold and repthresulting in a loss to ut

The Senior Secured Loans underlying our @iv@stments may be sold and replacement collapeir@hased within the parameters sei
in the relevant CLO indenture between the CLO &eddLO trustee and those parameters may typicallylee amended, modified or waived
by the agreement of a majority of the holders efghnior notes and/or the junior secured noteatiu?
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equity tranche once the CLO has been establish#tede transactions result in a net loss, the madmof the loss from the perspective of the
equity tranche would be increased by the leveragdare of the investment.

Our financial results may be affected adverselyiie or more of our significant equity or junior delinvestments in a CLO vehicle defaults
on its payment obligations or fails to perform agwexpect.

We expect that a majority of our portfoldl consist of equity and junior debt investmem<CLOs, which involve a number of significi
risks. CLOs are typically highly levered up to appmately 10 times, and therefore the junior detzt aquity tranches that we will invest in .
subject to a higher risk of total loss. In partanyiinvestors in CLOs indirectly bear risks of tirederlying debt investments held by such CLOs
We will generally have the right to receive paynsemly from the CLOs, and will generally not haweedt rights against the underlying
borrowers or the entities that sponsored the Cl&Dkough it is difficult to predict whether the pés of indices and securities underlying C
will rise or fall, these prices, and, thereforee girices of the CLOs will be influenced by the saypes of political and economic events that
affect issuers of securities and capital marketeggly.

The investments we make in CLOs are thirdged or have only a limited trading market. Clo@dstments are typically privately offered
and sold, in the primary and secondary marketsa fesult, investments in CLOs may be characte@zeatliquid securities. In addition to the
general risks associated with investing in debtisges, CLOs carry additional risks, including timot limited to: (i) the possibility that
distributions from the underlying Senior Securech® will not be adequate to make interest or qthgments; (ii) the quality of the underlyi
Senior Secured Loans may decline in value or defantl (iii) the complex structure of the secuntgy not be fully understood at the time of
investment and may produce disputes with the CLOnexpected investment results. Further, our imrests in equity and junior debt tranc
of CLOs are subordinate to the senior debt trantthergof.

Investments in structured vehicles, inalgdéquity and junior debt instruments issued by €Li@volve risks, including credit risk and
market risk. Changes in interest rates and credility may cause significant price fluctuations.di@nally, changes in the underlying Senior
Secured Loans held by a CLO may cause paymentsangtruments we hold to be reduced, either tearpppior permanently. Structured
investments, particularly the subordinated inter@stvhich we invest, are less liquid than manyeotiipes of securities and may be more
volatile than the Senior Secured Loans underlyirgGLOs in which we invest.

Non-investment grade debt involves a greater risk efalilt and higher price volatility than investmeigrade debt.

The Senior Secured Loans underlying our @iv@stments typically are BB or B rated (non-irtwesnt grade) and in limited
circumstances, unrated, Senior Secured Loans. Nasiment grade securities are predominantly speeelwith respect to the issuer's
capacity to pay interest and repay principal whee and therefore involve a greater risk of defantt higher price volatility than investment
grade debt.

We will have no influence on management of undergiinvestments managed by non-affiliated third pa€LO collateral managers.

We are not responsible for and have nai@nfte over the asset management of the portfatiderlying the CLO investments we hold as
those portfolios are managed by non-affiliateddipiarty CLO collateral managers. Similarly, we apé responsible for and have no influence
over the day-to-day management, administratiomgrather aspect of the issuers of the individuatisées.
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As a result, the values of the portfolios undedyaur CLO investments could decrease as a resdia@s$ions made by third party CLO
collateral managers.

Risks Relating To Our Securities
Our credit ratings may not reflect all risks of aimvestment in our debt securities.

Our credit ratings are an assessment by farties of our ability to pay our obligationr@equently, real or anticipated changes in our
credit ratings will generally affect the marketwalof our debt securities. Our credit ratings, heavemay not reflect the potential impact of
risks related to market conditions generally oreottactors discussed above on the market value tdding market for the publicly issued d:
securities.

Senior securities, including debt, expose us to giddal risks, including the typical risks associad with leverage and could adversely aff
our business, financial condition and results of emtions.

We currently use our revolving credit fagito leverage our portfolio and we expect in thiure to borrow from and issue senior debt
securities to banks and other lenders and may iigeurertain of our portfolio investments. We alsave the Senior Notes outstanding, which
are a form of leverage and are senior in paymghtsito our common stock.

With certain limited exceptions, as a bassdevelopment company, or a BDC, we are onlyvalioto borrow amounts or otherwise issue
senior securities such that our asset coveragiefared in the 1940 Act, is at least 200% aftethdomrrowing or other issuance. The amount o
leverage that we employ will depend on the Investrdalviser's and our Board of Directors' assessmoentarket conditions and other factors
at the time of any proposed borrowing. There issgurance that a leveraging strategy will be ssfukdeverage involves risks and special
considerations for stockholders, any of which cadsersely affect our business, financial conditiod results of operations, including the
following:

. A likelihood of greater volatility in the net assetlue and market price of our common stock;

. Diminished operating flexibility as a result of assoverage or investment portfolio compositionuiegments required by
lenders or investors that are more stringent thasd imposed by the 1940 Act;

. The possibility that investments will have tollagiidated at less than full value or at inoppaguimes to comply with debt
covenants or to pay interest or dividends on therkge;

. Increased operating expenses due to the cost@fdge, including issuance and servicing costs;

. Convertible or exchangeable securities, such aS#méor Convertible Notes outstanding or thosedidsn the future may have
rights, preferences and privileges more favoraiaa those of our common stock;

. Subordination to lenders' superior claims on osetssas a result of which lenders will be ableet®ive proceeds available in
the case of our liquidation before any proceedkheildistributed to our stockholders;

. Making it more difficult for us to meet our pagmt and other obligations under the Notes and ther@utstanding debt;
. The occurrence of an event of default if we faitomply with the financial and/or other resikietcovenants contained in our

debt agreements, including the credit agreementant indenture governing the Notes, which evedetdult could result in &
or some of our debt becoming immediately due aryéiple;
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. Reduced availability of our cash flow to fund intrasnts, acquisitions and other general corporategses, and limiting our
ability to obtain additional financing for theserpases;

. The risk of increased sensitivity to interest iat@eases on our indebtedness with variable intea¢ss, including borrowings
under our amended senior credit facility; and

. Reduced flexibility in planning for, or reacting, and increasing our vulnerability to, changesur business, the industry in
which we operate and the general economy.

For example, the amount we may borrow udetrevolving credit facility is determined, inrhaby the fair value of our investments. If
the fair value of our investments declines, we f@yorced to sell investments at a loss to mairtampliance with our borrowing limits.
Other debt facilities we may enter into in the fetmay contain similar provisions. Any such forsades would reduce our net asset value anc
also make it difficult for the net asset valuedoaver. The Investment Adviser and our Board oé€lors in their best judgment nevertheless
may determine to use leverage if they expect tlmbtnefits to our stockholders of maintainingléweraged position will outweigh the risks.

In addition, our ability to meet our payrhand other obligations of the Notes and our criediility depends on our ability to generate
significant cash flow in the future. This, to soméent, is subject to general economic, financiampetitive, legislative and regulatory factors
as well as other factors that are beyond our cb’¥e cannot assure you that our business will ggaecash flow from operations, or that
future borrowings will be available to us under euisting credit facility or otherwise, in an amousnfficient to enable us to meet our paymen
obligations under the Notes and our other debttarfidnd other liquidity needs. If we are not aldegenerate sufficient cash flow to service oul
debt obligations, we may need to refinance or wesitre our debt, including the Notes, sell asgetiijce or delay capital investments, or se:
raise additional capital. If we are unable to inmnpést one or more of these alternatives, we mapeatble to meet our payment obligations
under the Notes and our other debt.

lllustration. The following table illustrates the effect ef/erage on returns from an investment in our comstock assuming various
annual returns, net of interest expense. The alouk in the table below are hypothetical andaateturns may be higher or lower than those
appearing below. The calculation assumes (i) $#lidrbin total assets, (ii) an average cost ofdarof 5.63%, (iii) $1.7 billion in debt
outstanding and (iv) $2.7 billion of shareholdexgity.

Assumed Return on Our Portfolio (net of
expenses) (10)% B)% 0% 5% 10%

Corresponding Return to Stockholc (19.9% (11.97% (3.59% 4.€% 12.7%

The assumed portfolio return is requireddxyulation of the SEC and is not a predictionaof] does not represent, our projected or actuz
performance. Actual returns may be greater ortleess those appearing in the table.

The Senior Convertible Notes, the 2022 Notes anel #2023 Notes present other risks to holders of oammon stock, including the
possibility that such Notes could discourage an aigition of the Company by a third party and accaimg uncertainty.

Certain provisions of the Senior Convediblotes, the 2022 Notes and the 2023 Notes coulke ihanore difficult or more expensive fo
third party to acquire us. Upon the occurrenceenfain transactions constituting a fundamental geaholders of the Senior Convertible No
the 2022 Notes and the 2023 Notes will have thetrif their option, to require us to repurchasefaheir Senior Convertible Notes, the 2022
Notes and the 2023 Notes or any portion of thecjpad amount of such Senior Convertible Notes, 2022 Notes and the 2023 Notes
integral multiples of $1,000, in the case of thaiSeConvertible Notes and the 2023 Notes, and B2the case of the
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2022 Notes. We may also be required to increaseaheersion rate or provide for conversion into élequirer's capital stock in the event of
certain fundamental changes with respect to théoS&onvertible Notes. These provisions could disage an acquisition of us by a third

party.

The accounting for convertible debt se@sits subject to frequent scrutiny by the accauntegulatory bodies and is subject to change.
We cannot predict if or when any such change cbalthade and any such change could have an adwgwaetion our reported or future
financial results. Any such impacts could adversdfgct the market price of our common stock.

We may in the future determine to fund a portion ofir investments with preferred stock, which woutthgnify the potential for gain or loss
and the risks of investing in us in the same wayag borrowings.

Preferred stock, which is another formenfdrage, has the same risks to our common stockdsodes borrowings because the dividends o
any preferred stock we issue must be cumulativemieat of such dividends and repayment of the ligtiah preference of such preferred st
must take preference over any dividends or othgmeats to our common stockholders, and prefermeckbblders are not subject to any of
expenses or losses and are not entitled to paat&cip any income or appreciation in excess of ttated preference.

Holders of any preferred stock we might issue wotlalve the right to elect members of the board akdtors and class voting rights c
certain matters.

Holders of any preferred stock we mightiess/oting separately as a single class, would Haveight to elect two members of the boat
directors at all times and in the event dividenesdme two full years in arrears would have thetrigtelect a majority of the directors until
such arrearage is completely eliminated. In addjtpreferred stockholders have class voting rightsertain matters, including changes in
fundamental investment restrictions and conversiaspen-end status, and accordingly can veto acly shanges. Restrictions imposed on the
declarations and payment of dividends or otheritlistions to the holders of our common stock arefgared stock, both by the 1940 Act and
by requirements imposed by rating agencies ordtrag of our credit facilities, might impair our Byito maintain our qualification as a RIC
for federal income tax purposes. While we woul@nat to redeem our preferred stock to the exterdssery to enable us to distribute our
income as required to maintain our qualificatioradlIC, there can be no assurance that such actiud be effected in time to meet the tax
requirements.

In addition to regulatory restrictions that restricur ability to raise capital, our credit facilitgontains various covenants which, if n
complied with, could accelerate repayment under fheility, thereby materially and adversely affegj our liquidity, financial condition anc
results of operations.

The agreement governing our credit facié@guires us to comply with certain financial apgi@tional covenants. These covenants
include:

. restrictions on the level of indebtedness that meeparmitted to incur in relation to the value of assets;
. restrictions on our ability to incur liens; and
. maintenance of a minimum level of stockholdersityqu

As of June 30, 2013, we were in complianith these covenants. However, our continued campk with these covenants depends on
many factors, some of which are beyond our confrotordingly, there are no assurances that weogititinue to comply with the covenants in
our credit facility. Failure to comply with thesevenants would result in a default under this fgcihich, if we were unable to obtain a wai
from the lenders thereunder, could result in arlacation of
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repayments under the facility and thereby have s adverse impact on our business, financiatlt@mn and results of operations.

Failure to extend our existing credit facility, theevolving period of which is currently scheduled &xpire on March 27, 2015, could have a
material adverse effect on our results of operatsand financial position and our ability to pay egpses and make distributions.

The revolving period for our credit fagilitvith a syndicate of lenders is currently scheduteterminate on March 27, 2015, with an
additional two year amortization period (with dilstitions allowed) after the completion of the resog period. During such two year
amortization period, all principal payments on piedged assets will be applied to reduce the balaftcthe end of the two year amortization
period, the remaining balance will become dueduis=d by the lenders. If the credit facility istmenewed or extended by the participant b
by March 27, 2015, we will not be able to makeHartborrowings under the facility after such datd the outstanding principal balance on
that date will be due and payable on March 27, 281 June 30, 2013 we had $124.0 million of outdtag borrowings under our credit
facility. Interest on borrowings under the creditifity is onemonth LIBOR plus 275 basis points with no minimuhBOR floor. Additionally,
the lenders charge a fee on the unused portidmeodredit facility equal to either 50 basis poifits least half of the credit facility is drawn or
100 basis points otherwise. The credit facilityuiegs us to pledge assets as collateral in ordeotimw under the credit facility. If we are
unable to extend our facility or find a new souo€®dorrowing on acceptable terms, we will be regdito pay down the amounts outstanding
under the facility during the two-year term-outipdrthrough one or more of the following: (1) pripal collections on our securities pledged
under the facility, (2) at our option, interestleotions on our securities pledged under the tgciihd cash collections on our securities not
pledged under the facility, or (3) possible liquida of some or all of our loans and other assetg,of which could have a material adverse
effect on our results of operations and financasifion and may force us to decrease or stop pagénigin expenses and making distributions
until the facility is repaid. In addition, our stoprice could decline significantly, we would bestricted in our ability to acquire new
investments and, in connection with our year-erditaaur independent registered accounting firmldaaise an issue as to our ability to
continue as a going concern.

Failure to refinance our existing Senior Notes, clilhave a material adverse effect on our resultsoplerations and financial position.

Our Senior Notes mature at various dat@®s fbecember 15, 2015 to June 15, 2043. If we aadlerto refinance our Senior Notes or find
a new source of borrowing on acceptable terms, iNd@/required to pay down the amounts outstanditnignaturity under the facility during
the two-year term-out period through one or mortheffollowing: (1) borrowing additional funds undmur then current credit facility,
(2) issuance of additional common stock or (3) fdediquidation of some or all of our loans anti@t assets, any of which could have a
material adverse effect on our results of operatamd financial position. In addition, our stockcprcould decline significantly; we would be
restricted in our ability to acquire new investngeand, in connection with our year-end audit, adependent registered accounting firm coulc
raise an issue as to our ability to continue asiaggconcern.

The trading market or market value of our publicigsued debt securities may fluctuate.

Our publicly issued debt securities maynaly not have an established trading market. Weataassure our noteholders that a trading
market for our publicly issued debt securities witer develop or be maintained if developed. Intaadto our creditworthiness, many factors
may materially adversely
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affect the trading market for, and market valueoof, publicly issued debt securities. These fadtwrkide, but are not limited to, the following:

. the time remaining to the maturity of these debusées;

. the outstanding principal amount of debt securitith terms identical to these debt securities;
. the ratings assigned by national statistical ratiagencies;

. the general economic environment;

. the supply of debt securities trading in the seaopndnarket, if any;

. the redemption or repayment features, if any, eééhdebt securities;

. the level, direction and volatility of marketénest rates generally; and

. market rates of interest higher or lower thaesdorne by the debt securities.

Our noteholders should also be aware tettmay be a limited number of buyers when theydaeto sell their debt securities. This too
may materially adversely affect the market valu¢hefdebt securities or the trading market fordbbt securities.

Terms relating to redemption may materially advdgsaffect our noteholders return on any debt sedies that we may issue.

If our noteholders' debt securities areeesdable at our option, we may choose to redeemdhbbt securities at times when prevailing
interest rates are lower than the interest raté gaitheir debt securities. In addition, if ouretodlders' debt securities are subject to mandator
redemption, we may be required to redeem their sietuirities also at times when prevailing interatts are lower than the interest rate pa
their debt securities. In this circumstance, oueholders may not be able to reinvest the redemgiioceeds in a comparable security at an
effective interest rate as high as their debt seesbeing redeemed.

Our shares of common stock have traded at a disdduom net asset value and may do so again in thufe, which could limit our ability
to raise additional equity capital.

Shares of closed-end investment companéegiéntly trade at a market price that is less thamet asset value that is attributable to thos
shares. This characteristic of closed-end investm@mpanies is separate and distinct from thethiakour net asset value per share may
decline. It is not possible to predict whether ahgres of our common stock will trade at, abovdaedow net asset value. In the recent past,
including during much of 2009, the stocks of BDGsaa industry, including at times shares of our mmm stock, traded below net asset value
and at near historic lows as a result of concewes liquidity, leverage restrictions and distritmtirequirements. When our common stock is
trading below its net asset value per share, wiegeilerally not be able to issue additional shafesir common stock at its market price
without first obtaining approval for such issuaficen our stockholders and our independent directsreur 2012 annual meeting of
stockholders held on December 7, 2012, our stodenslapproved our ability, subject to the conditivet the maximum number of shares
salable below net asset value pursuant to thisatthin any particular offering that could resirtsuch dilution is limited to 25% of our then
outstanding common stock immediately prior to esath offering, to sell shares of our common stackng level of discount from net asset
value per share during the 12 month period follgnrecember 7, 2012.
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There is a risk that investors in our common stoglay not receive dividends or that our dividends nmet grow over time and investors in
our debt securities may not receive all of the irgst income to which they are entitled.

We intend to make distributions on a quéyrteasis to our stockholders out of assets legaligilable for distribution. We cannot assure
you that we will achieve investment results thdt allow us to make a specified level of cash digttions or yez-to-year increases in cash
distributions. If we declare a dividend and if meteckholders opt to receive cash distributionseathan participate in our dividend
reinvestment plan, we may be forced to sell sommuoinvestments in order to make cash dividendrEts.

In addition, due to the asset coveragesaieglicable to us as a BDC, we may be limited inahility to make distributions. Further, if we
invest a greater amount of assets in equity séesitihat do not pay current dividends, it couldueslthe amount available for distribution.

The above-referenced restrictions on distions may also inhibit our ability to make requirinterest payments to holders of our debt,
which may cause a default under the terms of obt @greements. Such a default could materiallyeimse our cost of raising capital, as well a
cause us to incur penalties under the terms oflebt agreements.

Investing in our securities may involve a high deggr of risk and is highly speculativ

The investments we make in accordance auithinvestment objective may result in a higher am®f risk than alternative investment
options and volatility or loss of principal. Ouvgstments in portfolio companies may be speculatiheaggressive, and therefore, an
investment in our shares may not be suitable forezme with low risk tolerance.

Our stockholders will experience dilution in theawnership percentage if they opt out of our dividereinvestment plan.

All dividends declared in cash payablettzkholders that are participants in our dividegitivestment plan are automatically reinvested
in shares of our common stock. As a result, owldtolders that opt out of our dividend reinvestm@an will experience dilution in their
ownership percentage of our common stock over time.

Sales of substantial amounts of our common stockliie public market may have an adverse effect oa tharket price of our common stoc

Sales of substantial amounts of our comstook, or the availability of such common stockdate (including as a result of the conver:
of our Senior Convertible Notes into common stockyld adversely affect the prevailing market mite our common stock. If this occurs
and continues, it could impair our ability to ragsditional capital through the sale of securisieeuld we desire to do so.

If we sell shares of our common stock or securittessubscribe for or are convertible into sharesair common stock at a discount to o
net asset value per share, stockholders who dopaaticipate in such sale will experience immediatiéution in an amount that may be
material.

At our 2012 annual meeting of stockholdekl on December 7, 2012, our stockholders approuedbility, subject to the condition that
the maximum number of shares salable below net sahee pursuant to this authority in any particd#ering that could result in such
dilution is limited to 25% of our then outstandiogmmon stock immediately prior to each such offgrio sell shares of our common stock at
any level of discount from net asset value pereskaring the 12 month period following Decembe2@12. The issuance or sale by us of
shares of our common stock or securities to
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subscribe for or are convertible into shares ofammmon stock at a discount to net asset valuespsisk of dilution to our stockholders. In
particular, stockholders who do not purchase aatttiti shares of common stock at or below the dissolprice in proportion to their current
ownership will experience an immediate decreaseetrasset value per share (as well as in the agigregt asset value of their shares of
common stock if they do not participate at all)e$é stockholders will also experience a dispropoatiely greater decrease in their
participation in our earnings and assets and tleting power than the increase we experience iragsets, potential earning power and voting
interests from such issuance or sale. In addisanh sales may adversely affect the price at whictcommon stock trades. We have sold
shares of our common stock at prices below net a&asige per share in the past and may do so téuthee. We have not sold any shares of oul
common stock at prices below net asset value @gesince July 18, 2011.

Our ability to enter into transactions with our affates is restricted.

We are prohibited under the 1940 Act fromowingly participating in certain transactions withr affiliates without the prior approval of
our independent directors. Any person that owngctly or indirectly, 5% or more of our outstandwgting securities is our affiliate for
purposes of the 1940 Act and we are generally pitat from buying or selling any security or otlpeoperty from or to such affiliate, absent
the prior approval of our independent directorse TB40 Act also prohibits "joint" transactions wath affiliate, which could include
investments in the same portfolio company (whe#ttéhe same or different times), without prior agyad of our independent directors. Subjec
to certain limited exceptions, we are prohibitezhirbuying or selling any security or other propdrgm or to the Investment Adviser and its
affiliates and persons with whom we are in a cdmiationship, or entering into joint transactiomish any such person, absent the prior
approval of the SEC.

The market price of our securities may fluctuategsificantly.

The market price and liquidity of the mdrfa our securities may be significantly affectednumerous factors, some of which are be)
our control and may not be directly related to operating performance. These factors include:

. significant volatility in the market price and tiad volume of securities of business developmentganies or other companies
in the energy industry, which are not necessaeilgted to the operating performance of these comapan

. price and volume fluctuations in the overallcktonarket from time to time;

. changes in regulatory policies or tax guideljmegticularly with respect to RICs or businessedegment companies;

. loss of RIC qualification;

. changes in earnings or variations in operatasyits;

. changes in the value of our portfolio of investnsent

. any shortfall in revenue or net income or any iaseein losses from levels expected by investoseaurities analysts;

. departure of one or more of Prospect Capital Mamage's key personnel,

. operating performance of companies comparable;to us

. short-selling pressure with respect to shares ptommon stock or BDCs generally;

. future sales of our securities convertible int@wechangeable or exercisable for our common stotkeoconversion of such

securities, including the Convertible Unsecureddspt
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. uncertainty surrounding the strength of the U.®nemic recovery;
. concerns regarding European sovereign debt;

. changes in prevailing interest rates;

. litigation matters;

. general economic trends and other external fachons;

. loss of a major funding source.

In the past, following periods of volatility in thenarket price of a company's securities, securit@ass action litigation has, from time t
time, been brought against that company.

If our stock price fluctuates significantlye may be the target of securities litigatiorthia future. Securities litigation could result in
substantial costs and divert management's atteatidnmesources from our business.

There is a risk that you may not receive distribwtis or that our distributions may not grow over tém

We have made and intend to continue to ndéteébutions on a monthly basis to our stockhoddmut of assets legally available for
distribution. We cannot assure you that we williagh investment results or maintain a tax stataswhll allow or require any specified level
of cash distributions or year-to-year increasesash distributions. In addition, due to the asegetage test applicable to us as a business
development company, we may be limited in our gbib make distributions.

Provisions of the Maryland General Corporation Laand of our charter and bylaws could deter takeowettempts and have an adver
impact on the price of our common stock.

Our charter and bylaws and the MarylandesanCorporation Law contain provisions that mayehtne effect of delaying, deferring or
preventing a transaction or a change in contrdlright involve a premium price for our stockholsler otherwise be in their best interest.
These provisions may prevent stockholders fromgabie to sell shares of our common stock at a jpr@nover the current of prevailing
market prices.

Our charter provides for the classificattdrour Board of Directors into three classes oédiors, serving staggered three-year terms,
which may render a change of control or removalwfincumbent management more difficult. Furthemnany and all vacancies on our Bc
of Directors will be filled generally only by thdfiamative vote of a majority of the remaining diters in office, even if the remaining direct
do not constitute a quorum, and any director etetdill a vacancy will serve for the remaindertbé full term until a successor is elected anc
qualifies.

Our Board of Directors is authorized toateeand issue new series of shares, to classifyctassify any unissued shares of stock into one
or more classes or series, including preferredkstocl, without stockholder approval, to amend dwarter to increase or decrease the number
of shares of common stock that we have authoritgdoe, which could have the effect of diluting@ckholder's ownership interest. Prior to
issuance of shares of common stock of each classrigs, including any reclassified series, ourrBad Directors is required by our governing
documents to set the terms, preferences, conveosiother rights, voting powers, restrictions, kations as to dividends or other distributions,
qualifications and terms or conditions of redempfior each class or series of shares of stock.

Our charter and bylaws also provide thatBoeard of Directors has the exclusive power topadalter or repeal any provision of our
bylaws, and to make new bylaws. The Maryland Génera
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Corporation Law also contains certain provisiorat thay limit the ability of a third party to acgeicontrol of us, such as:

. The Maryland Business Combination Act, which, sabfe certain limitations, prohibits certain busie&ombinations between
us and an "interested stockholder" (defined gelyeaalany person who beneficially owns 10% or nadréhe voting power of
the common stock or an affiliate thereof) for fixears after the most recent date on which the btdker becomes an interested
stockholder and, thereafter, imposes special mimmtice provisions and special stockholder votieguirements on these
combinations; and

. The Maryland Control Share Acquisition Act, whictopides that "control shares" of a Maryland corpiora(defined as shares
of common stock which, when aggregated with otharess of common stock controlled by the stockholeetitles the
stockholder to exercise one of three increasingaarf voting power in electing directors, as désct more fully below)
acquired in a "control share acquisition" (defirethe direct or indirect acquisition of ownershigcontrol of "control shares™)
have no voting rights except to the extent apprdmedtockholders by the affirmative vote of at lgas-thirds of all the votes
entitled to be cast on the matter, excluding daérested shares of common stock.

The provisions of the Maryland Business Gomation Act will not apply, however, if our Boaad Directors adopts a resolution that any
business combination between us and any othermpartidie exempt from the provisions of the MarydlaBusiness Combination Act. Our
Board of Directors has adopted a resolution thgtharsiness combination between us and any otheopés exempted from the provisions of
the Business Combination Act, provided that thdrmss combination is first approved by the Boar®éctors, including a majority of the
directors who are not interested persons as definite 1940 Act. There can be no assurance tistdhlolution will not be altered or repealed
in whole or in part at any time. If the resolutisraltered or repealed, the provisions of the MarglBusiness Combination Act may discourag
others from trying to acquire control of us.

As permitted by Maryland law, our bylawstain a provision exempting from the Maryland Coh8hare Acquisition Act any and all
acquisitions by any person of our common stockhdugh our bylaws include such a provision, suchoaigion may also be amended or
eliminated by our Board of Directors at any timetie future, provided that we will notify the Diigs of Investment Management at the SEC
prior to amending or eliminating this provision.\ever, as noted above, the SEC has recently téleepdsition that the Maryland Control
Share Acquisition Act is inconsistent with the 19%€ and may not be invoked by a BDC. It is thewisf the staff of the SEC that opting into
the Maryland Control Share Acquisition Act woulddeaing in a manner inconsistent with section 18{ithe 1940 Act.

Your interest in us may be diluted if you do notlifuexercise your subscription rights in any rightsffering. In addition, if the subscription
price is less than our net asset value per shahentyou will experience an immediate dilution ofd¢raggregate net asset value of yc
shares.

In the event we issue subscription rigstisckholders who do not fully exercise their sulpion rights should expect that they will, at the
completion of a rights offering pursuant to thisgectus, own a smaller proportional interest ithas would otherwise be the case if they
fully exercised their rights. We cannot state @elyi the amount of any such dilution in share owhigrbecause we do not know at this time
what proportion of the shares will be purchased eesult of such rights offering.

In addition, if the subscription price é&s$ than the net asset value per share of our caratock, then our stockholders would experience
an immediate dilution of the aggregate net asdeevat their shares as a result of the offeringe @mount of any decrease in net asset value |
not predictable because it is not known at thigtimhat the subscription price and net asset vaustmare will be on
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the expiration date of a rights offering or whadgurtion of the shares will be purchased as ates$such rights offering. Such dilution could
be substantial.

We may in the future choose to pay dividends in @un stock, in which case our stockholders may bquired to pay tax in excess of the
cash they receive.

We may distribute taxable dividends that payable in part in our stock. The IRS has isqugte letter rulings on cash/stock dividends
paid by RICs and real estate investment trustsriin requirements are satisfied, and we havewedesuch a ruling permitting us to declare
such taxable cash/stock dividends, up to 80% ickstwith respect to our taxable years ending Augast2012 and August 31, 2013. Taxable
stockholders receiving such dividends would be ireguo include the full amount of the dividendadinary income (or as long-term capital
gain to the extent such distribution is properlgigeated as a capital gain dividend) to the extéour current and accumulated earnings and
profits for United States federal income tax pugmg\s a result, a U.S. Stockholder (as definétMiaterial U.S. Federal Income Tax
Considerations") may be required to pay tax wipeet to such dividends in excess of any cashvedeif a U.S. Stockholder sells the stoc
receives as a dividend in order to pay this tamdy be subject to transaction fees (e.g. broles ¢& transfer agent fees) and the sales procee
may be less than the amount included in income keitpect to the dividend, depending on the manke¢ pf its stock at the time of the sale.
Furthermore, with respect to Non-U.S. Stockholdassdefined in "Material U.S. Federal Income Taxs€lderations"), we may be required to
withhold U.S. tax with respect to such dividenag]uding in respect of all or a portion of suchidend that is payable in stock. In addition,
significant number of our stockholders determinseth shares of our stock in order to pay taxesderedividends, it may put downward
pressure on the trading price of our stock. Itislear whether and to what extent we will be ablpdy dividends in cash and our stock.

Item 1B. Unresolved Staff Comments.
Not applicable.
Item 2. Properties.

We do not own any real estate or other ighyproperties materially important to our opavatiOur principal executive offices are locatec
at 10 East 40th Street, New York, New York 10016ere we occupy our office space pursuant to ouriAhtnation Agreement with Prospect
Administration. The office facilities, which areagled with the Investment Adviser and Administratamsist of approximately 28,633 square
feet, with leases expiring through 2023. We belighat our office facilities are suitable and addguar our business as currently conducted.

Item 3. Legal Proceedings.

From time to time, we may become involvedarious investigations, claims and legal procegsithat arise in the ordinary course of our
business. These matters may relate to intellegnaglerty, employment, tax, regulation, contractitrer matters. The resolution of these
matters as they arise will be subject to variousentainties and, even if such claims are withoutityeould result in the expenditure of
significant financial and managerial resources.afenot aware of any such litigation as of June28Q3.

Item 4. Mine Safety Disclosures.
Not applicable.

62




Table of Contents

PART Il
ltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities.

Our common stock is quoted on the NASDAQHKal Select Market under the symbol "PSEC." Thiefahg table sets forth, for the
periods indicated, our net asset value per shaterafon stock and the high and low closing pricasspare of our common stock as reportec
on the NASDAQ Global Select Market. Our common ktistorically has traded at prices both above lagidw its net asset value. There can
be no assurance, however, that such premium cowhliscas applicable, to net asset value will bentaaied.

Premium Premium
(Discount) of (Discount) of
Value per Stock Price PricctoNet  Price 1o Net
Year Ended Share(1) High Low Asset Value Asset Value
June 30, 201
First quartel $ 10.8¢ $ 12.21 $ 10.8: 12.2% (0.5%
Second quarte $ 10.81 $ 11.9¢ $ 9.8¢ 10.8% (8.5)%
Third quartel $ 10.71 $ 11.4¢ $ 10.9] 7.2% 1.9%
Fourth quarte $ 10.72 $ 11.11 $ 10.0¢ 3.6% (6.0)%
June 30, 201
First quartel $ 1041 $ 10.1¢ $ 7.41 (2.2% (28.9%
Second quarte $ 10.6¢ $ 9.8t $ 7.9¢ (7.€)% (25.9%
Third quartel $ 10.8: $ 11.3¢ $ 9.4< 5.3% (12.9%
Fourth quarte $ 10.8: $ 11.3¢ $ 10.5t 5.2% (2.5%
June 30, 201
First quartel $ 10.2¢ $ 10.0C $ 09.1¢ (2.9% (10.9)%
Second quarte $ 10.2F $ 10.8¢ $ 9.6 6.C% (5.5)%
Third quartel $ 10.3: $ 12.3: $ 10.7Z 19.4% 3.8%
Fourth quarte  $ 10.3¢ $ 12.1¢ $ 9.9t 17.€% (4.0%
June 30, 201!
First quartel $ 11.11 $ 109¢ $ 8.8Z (1.)% (20.6)%
Second quarte $ 10.1C $ 1231 $ 9.9 21.% (1.9%
Third quartel $ 10.1Z2 $ 13.2( $ 10.4¢ 30.4% 3.3%
Fourth quarte $ 10.3C $ 122 $ 9.6F 18.4% (6.9%
June 30, 200!
First quartel $ 146: $ 142« $ 11.17 (2.7% (24.0%
Second quarte $ 14.4: $ 13.0¢ $ 6.2¢ (9.9% (56.49%
Third quartel $ 14.1¢ $ 12.8¢ $ 6.3¢ (9-2% (55.0%
Fourth quarte $ 12.4( $ 104¢ $ 7.9t (15.5% (35.9%

(1) Net asset value per share is determined as oageay in the relevant quarter and therefore naayeflect the ne
asset value per share on the date of the highnosédes price. The net asset values shown are lbasedtstandin
shares at the end of each peri

On August 16, 2013, the last reported saliee of our common stock was $10.89 per sharefAsugust 16, 2013, we had approximat
137 stockholders of record, and we had approximat&¥,479 beneficial owners whose shares are helieinames of brokers, dealers and
clearing agencies.
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Distributions

Through March 2010, we made quarterly itigtions to our stockholders out of assets legaligilable for distribution. In June 2010, we
changed our distribution policy from a quarterlypeent to a monthly payment and intend to continite monthly distributions. Our
distributions, if any, will be determined by ourd@d of Directors. Certain amounts of the monthktrithutions may from time to time be paid
out of our capital rather than from earnings f& tjuarter as a result of our deliberate planninigycaiccounting reclassifications.

As a RIC, we generally are not subject t8.Jederal income tax on income and gains weiblige each taxable year to our stockholders,
provided that in such taxable year we distributieast 90% of our ordinary income and net shortiteapital gains in excess of realized net
long-term capital losses. In order to avoid certainise taxes imposed on RICs, we are requireidhiyt distribute with respect to each
calendar year an amount at least equal to the $um o

. 98% of our ordinary income for the calendar year,
. 98.2% of our capital gains in excess of capitadéssfor the one-year period ending on October 3feo€alendar year, and
. any ordinary income and net capital gains for pdeagyears that were not distributed during sudirge

At December 31, 2012, we accrued, and sulesely paid, $4,500 for the undistributed ordingigome retained at December 31, 2012.
Through June 30, 2013, we have accrued an addith@@00 as we expect to again retain undistribotelihary income at December 31, 2013

In addition, although we currently inteloddistribute realized net capital gains (which veéirte as net long-term capital gains in excess c
short-term capital losses), if any, at least arigualt of the assets legally available for sucstritbutions, we may decide in the future to retain
such capital gains for investment. In such evéwt consequences of our retention of net capitalsgaie as described under "Material U.S.
Federal Income Tax Considerations." We can offeagsurance that we will achieve results that velinpit the payment of any cash
distributions and, if we issue senior securities,may be prohibited from making distributions ifrtpso causes us to fail to maintain the asse
coverage ratios stipulated by the 1940 Act orstritiutions are limited by the terms of any of borrowings.

We maintain an "opt out" dividend reinvestmplan for our common stockholders. As a redulie declare a distribution, then
stockholders' cash distributions will be automadlyceeinvested in additional shares of our commtatls, unless they specifically "opt out" of
the dividend reinvestment plan so as to receivh dagributions. Stockholders who receive distribs in the form of stock are subject to the
same U.S. Federal, state and local tax consequesaa® stockholders who elect to receive theiriligions in cash. See "Dividend
Reinvestment Plan". To the extent prudent and o, we intend to declare and pay dividends oroathly basis.

With respect to the distributions paid tmc&holders, income from origination, structurictnsing, commitment and other upfront fees
associated with investments in portfolio compamiese treated as taxable income and accordinglirjtalised to stockholders. During the fis
year ended June 30, 2013, we declared total disimifis of approximately $271.5 millio

Tax characteristics of all distributiondlveie reported to stockholders, as appropriatedzam 1099-DIV after the end of the year. Our

ability to pay distributions could be affected lyure business performance, liquidity, capital se@dternative investment opportunities and
loan covenants.
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The following table reflects the distritaris per share that we have declared on our comtonok ® date. In June 2010, we changed our
distribution policy from a quarterly payment to amthly payment.

Amount

Declaration Date Record Date Pay Date Rate (in thousands)
8/20/2013 3/31/2014 4/17/2014 0.11037! *
8/20/2013 2/28/2014 3/20/2014 0.11035I *
8/20/2013 1/31/2014 2/20/2014 0.11032! *
6/17/2013 12/31/201. 1/23/2014 0.11030t *
6/17/2013 11/29/201. 12/19/201. 0.11027! *
6/17/2013 10/31/201. 11/21/201. 0.11025! *
6/17/2013 9/30/2013 10/24/201. 0.11022! *
5/6/2013 8/30/2013 9/19/2013 0.11020t *
5/6/2013 7/31/2013 8/22/2013 0.11017! $ 28,00:
5/6/2013 6/28/2013 07/18/201. 0.11015! 27,29¢
5/6/2013 5/31/2013 6/19/2013 0.11012! 27,28(
2/7/2013 4/30/2013 5/23/2013 0.11010t 26,61¢
2/7/2013 3/29/2013 4/18/2013 0.11007! 26,26
2/7/2013 2/28/2013 3/21/2013 0.11005! 25,30%
11/7/2012 1/31/2013 2/20/2013 0.11002! 24,64:
11/7/2012 12/31/201. 1/23/2013 0.11000t 23,66¢
11/7/2012 11/30/201. 12/20/201. 0.10167! 21,30¢
8/21/2012 10/31/201. 11/22/201. 0.10165! 17,73¢
8/21/2012 9/30/2012 10/24/201. 0.10162! 17,59
5/7/2012 8/31/2012 9/21/2012 0.10160t 16,89"
5/7/2012 7/31/2012 8/24/2012 0.10157! 16,88¢
5/7/2012 6/29/2012 7/24/2012 0.10155! 14,18(
5/7/2012 5/31/2012 6/22/2012 0.10152! 12,39¢
2/6/2012 4/30/2012 5/24/2012 0.10150t 12,38«
2/6/2012 3/30/2012 4/20/2012 0.10147! 12,37:
2/6/2012 2/29/2012 3/23/2012 0.10145! 12,36:
11/7/2011 1/31/2012 2/17/2012 0.10142! 11,13
11/7/2011 12/31/201. 1/25/2012 0.10140t 11,12:
11/7/2011 11/30/201. 12/22/201. 0.10137! 11,11
8/24/2011 10/31/201. 11/22/201. 0.10135! 11,09¢
8/24/2011 9/30/2011 10/25/201. 0.10132! 11,08
5/9/2011 8/31/2011 9/23/2011 0.10130t 11,07«
5/9/2011 7/29/2011 8/26/2011 0.10127! 11,06(
5/9/2011 6/30/2011 7/22/2011 0.10125! 10,89¢
5/9/2011 5/31/2011 6/24/2011 0.10122! 9,871
2/8/2011 4/29/2011 5/31/2011 0.10120( 9,861
2/8/2011 3/31/2011 4/29/2011 0.10117! 8,93¢
2/8/2011 2/28/2011 3/31/2011 0.10115! 8,93(
11/8/201C 1/31/2011 2/28/2011 0.10112! 8,91¢
11/8/201C 12/31/2011 1/31/2011 0.10100t 8,89¢
11/8/201C 11/30/2011 12/31/2011 0.10087! 8,66¢
8/26/201C 10/29/2011 11/30/2011 0.10075! 8,341
8/26/201C 9/30/201C 10/29/2011 0.10062! 7,88¢
6/18/201C 8/31/201C 9/30/201C 0.10050t 7,62(
6/18/201C 7/30/201C 8/31/201C 0.10025! 7,33(

Prior to
6/30/201C 215,15
Since Inceptior $ 762,21
* Not yet determinabl
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Dividend Reinvestment

We maintain an "opt out" dividend reinvestrmhand cash purchase plan for our registered Istbdérs. Under the plan, if shares of our
common stock are registered, distributions wilblséomatically reinvested in additional shares ohwn stock unless you "opt out" of the
plan. Stockholders are advised to consult withrthekers or financial institutions, as approprjatéh respect to the administration of their
dividends and related instructions.

Assuming that we maintain our status asGuhder Subchapter M of the Code, we intend toerdiktributions to our stockholders on a
monthly basis of substantially all of our net ogigigiincome. We may also make distributions ofnealized capital gains, as appropriate.

Tax characteristics of all distributiondiveie reported to stockholders, as appropriatedzam 1099-DIV after the end of the year. Our
Board of Directors presently intends to declare pang monthly distributions on the common stock. @hitity to make distributions could be
affected by future business performance, liquidigpital needs, alternative investment opportusidied loan covenants.

Stock distributions distributed pursuanttis dividend reinvestment plan may come in thenfof the issuance of new shares or the
distribution of pre-existing shares re-acquiredrfrine open market. How the stock to be distribateg@art of this plan is made available is a
determination made by our Board of Directors.

During the year ended June 30, 2013, wieillided 1,450,578 shares of common stock in a@rare with this dividend reinvestment pl
All of the shares issued were distributed from rigsues.
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The following table reflects dividend re@stments distributed through the issuance of nenesh

Record Date

June 30, 201

May 31, 201z

April 30, 2013
March 29, 201
February 28, 201
January 31, 201
December 31, 201
November 30, 201
October 31, 201
September 30, 201
August 31, 201.
July 31, 201:

June 29, 201

May 31, 201z

April 30, 2012
March 30, 201:
February 29, 201
January 31, 201
December 30, 201
November 30, 201
October 31, 201
September 30, 201
August 31, 201.
July 31, 201!

June 30, 201

May 31, 2011

April 29, 2011
March 31, 201:
February 28, 201
January 31, 201
December 31, 201
November 30, 201
October 29, 201
September 30, 201
August 31, 201!
July 30, 201(

June 30, 201

Shares Issuec

Aggregate Offering
Price (in thousands)

% of Dividend

109,43
117,10
117,49
138,08
132,23
160,94.
160,18:
100,55:
84,90:
83,20(
74,49¢
75,54
205,83:
72,40°
81,77
85,06:
77,76¢
69,86«
85,25
90,671
94,21
89,07¢
100,63¢
106,86
102,89
92,81
78,68¢
76,37"
76,25:
83,02:
84,15¢
89,60:
87,94
92,99¢
90,00¢
89,62(
83,87¢
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1,20¢
1,22¢
1,27
1,444
1,471
1,82(
1,82(
1,10¢
904
981
87¢
86¢€
2,28
81t
89:
93C
83¢
771
89¢
854
86¢
852
84t
931
1,041
941
90¢
917
92¢
1,00¢
95¢
97C
86¢&
91¢
87¢
83:
822

4.5%
4.€%
4.€%
5.5%
5.8%
7.4%
1.7%
5.2%
5.1%
5.€%
5.2%
5.1%
16.1%
5.7%
7.2%
7.5%
6.7%
6.€%
8.1%
7.7%
7.8%
7. 7%
7.€%
8.4%
9.€%
9.5%
9.2%
10.2%
10.4%
11.2%
10.8%
11.2%
10.£%
11.€%
11.5%
10.2%
11.9%
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Stock Performance Graph

This graph compares the return on our comstock with that of the Standard & Poor's 500 kiodex and the NASDAQ Financial 100
Index, for the period July 1, 2008 through JuneZ81.3. The graph assumes that, on July 1, 2008sop invested $100 in each of our
common stock, the S&P 500 Index, and the NASDAQ#Raial 100 Index. The graph measures total shadehabturn, which takes into
account both changes in stock price and dividelhdssumes that dividends paid are invested indéaurities.

—— Prospect Capital Cerporation S&P 500 —i— Masdaq Financial 100
140
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The graph and other information furnisheder this Part Il, Item 5 of this annual reportform 10-K shall not be deemed to be
"soliciting material" or to be "filed" with the SE@ subject to Regulation 14A or 14C, or to théilities of Section 18 of the 1934 Act. The
stock price performance included in the above giaptot necessarily indicative of future stock periance.
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Item 6. Selected Financial Data.

The following selected financial data isided from our financial statements which have baedited by BDO USA, LLP, our
independent registered public accounting firm. fihencial data should be read in conjunction witin financial statements and related notes
thereto and "Management's Discussion and Analydténancial Condition and Results of Operationgluded below in this annual report.

For the Year Ended June 30
2013 2012 2011 2010 2009
(in thousands except data relating to shares, pehare and
number of portfolio companies)

Performance Data:

Interest incomt $ 43545 $ 219,53t $§ 134,45 $ 86,51¢ $ 62,92¢
Dividend income 82,70¢ 64,881 15,09: 15,36¢ 22,79:
Other income 58,17¢ 36,49: 19,93( 12,67¢ 14,76:
Total investment incon 576,33t 320,91( 169,47¢ 114,55¢ 100,48:
Interest and credit

facility expense: (76,34) (38,539 (17,599 (8,387) (6,167
Investment advisory

expense (151,03) (82,507 (46,05)) (30,727 (26,70
Other expense (24,040 (13,18%) (11,60¢) (8,26() (8,457)
Total expense (251,41)) (134,221 (75,255 (47,369 (41,319
Net investment incom 324,92: 186,68 94,22 67,19( 59,16!
Realized and unrealize

(losses) gain (104,069 4,22( 24,01% (47,56%) (24,059

Net increase in ne
assets from operatio $ 220,85¢ $ 190,900 $ 118,23( $ 19,62 $ 35,10«

Per Share Data:
Net increase in ne¢
assets from operatio

(1) $ 107 $ 167 $ 1.3¢ % 03: % 1.11
Distributions declared
per share $ (1.2 $ .22 $ @a.2n $ (1.39) % (1.62)

Average weighted
shares outstanding f

the perioc 207,069,97 114,394,55 85,978,75 59,429,22 31,559,90
Assets and Liabilities

Data:
Investments $ 4,172,85 $ 2,09422° $ 1,463,011 $ 748,48: $ 547,16¢
Other asset 275,36! 161,03 86,30 84,21: 119,85
Total asset 4,448,21 2,255,25. 1,549,31 832,69! 667,02
Amount drawn on cred

facility 124,00( 96,00( 84,20( 100,30t 124,80(
Senior convertible note 847,50( 447 ,50( 322,50( — —
Senior unsecured not 347,72" 100,00( — — —
InterNote® 363,77 20,63¢ — — —
Amount owed to relate

parties 6,69( 8,571 7,91¢ 9,30( 6,71:
Other liabilities 102,03: 70,571 20,34: 11,67: 2,91¢
Total liabilities 1,791,72. 743,28( 434,96( 121,27: 134,42¢
Net asset $ 2,656,49. $ 1,511,97- $ 1,114,35 $ 711,42: $ 532,59¢
Investment Activity

Data:

No. of portfolio
companies at period

end 124 85 72 58 30
Acquisitions $ 3,103,21 $ 1,120,65' $ 953,33 $ 364,78(2)$ 98,30¢
Sales, repayments, an

other disposal $ 931,53 $ 500,95 $ 28556. $ 136,22 $ 27,007
Total return based on

market value(3 6.2% 27.2% 17.2% 17.7% (18.6%

Total return based on
net asset value( 10.€% 18.(% 12.5% (6.9% (0.€)%



Weighted average yiel
at end of period(4 13.6% 13.9% 12.&8% 16.2% 14.€%

Q) Per share data is based on average weighted $bathe perioc
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(2) Includes $207,126 of acquired portfolio investmdris Patriot Capital Funding, Inc.

(3)  Total return based on market value is based oolthage in market price per share between the ogemd ending
market prices per share in each period and asstimraedividends are reinvested in accordance withdaxidend
reinvestment plan. Total return based on net asdet is based upon the change in net asset valughpre between the
opening and ending net asset values per sharelnpeaiod and assumes that dividends are reinv@sestordance with
our dividend reinvestment plan.

(4) Excludes equity investments and -performing loans
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Item 7. Management's Discussion and Analysis &financial Condition and Results of Operations(All figures in this item are in
thousands except per share and other data)

The following discussion should be readanjunction with our financial statements and edatotes and other financial information
appearing elsewhere in this annual report. In @idto historical information, the following disaien and other parts of this annual report
contain forward-looking information that involvasks and uncertainties. Our actual results colférdmaterially from those anticipated by
such forward-looking information due to the factdiscussed under Part |, Item 1A "Risk Factors" ‘@hate about Forward-Looking
Statements" appearing elsewhere herein.

Overview

We are a financial services company thisanily lends to and invests in middle market ptélg-held companies. We are a closed-end
investment company that has filed an election trdeted as a business development company urelémtastment Company Act of 1940, or
the 1940 Act. We invest primarily in senior and @utinated debt and equity of companies in needpital for acquisitions, divestitures,
growth, development and recapitalization. We woithvthe management teams or financial sponsorsdk mvestments with historical cash
flows, asset collateral or contracted pro-formahdésns.

We currently have seven origination stragegn which we make investments: (1) lending ivatie equity sponsored transactions,
(2) lending directly to companies not owned by atésequity firms, (3) control investments in colqteroperating companies, (4) control
investments in financial companies, (5) investmémtstructured credit, (6) real estate investmeantsl, (7) investments in syndicated debt. We
continue to evaluate other origination strategiethée ordinary course of business with no spetiiis-down allocation to any single originati
strategy.

Lending in Private Equity Sponsored Tratisas—We make loans to companies which are coetldly leading private equity firms.
This debt can take the form of first lien, secaed,l unitranche or mezzanine loans. In making tiresestments, we look for a diversified
customer base, recurring demand for the produsévice, barriers to entry, strong historical cégiv and experienced management teams.
These loans typically have significant equity suliate to our loan position. This strategy haseepnted approximately 50%-60% of our
business.

Lending Directly to Companies—We providétinancing to companies owned by non-private grfiims, the company founder, a
management team or a family. Here, in additiorhtostrengths we look for in a sponsored transactieralso look for the alignment with the
management team with significant invested capltais strategy often has less competition than thefe equity sponsor strategy because
company financing needs are not easily addresséeiks and often require more diligence preparabarect lending can result in higher
returns and lower leverage than sponsor transactind may include warrants or equity to us. Thistetyy generally has comprised
approximately 10%-15% of our business.

Control Investments in Corporate Operafugnpanies—This strategy involves acquiring contiglstakes in non-financial operating
companies. Our investments in these companiesamerglly structured as a combination of yield-p@dg debt and equity. We provide
certainty of closure to our counterparties, give skller personal liquidity and generally look fieanagement to continue on in their current
roles. This strategy has comprised approximatedp-16% of our business.

Control Investments in Financial Compani@ssis strategy involves acquiring controlling stakeéinancial companies, including
consumer direct lending, subprime auto lendinga@thér strategies. Our investments in these compam@generally structured as a
combination of yield-producing debt and equity. $&évestments are often structured in a tax-efficRIC-compliant partnership, enhancing
returns. This strategy has comprised approximdt@¥p-15% of our business.
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Investments in Structured Credit—We makegtments in CLOs, generally taking a significamgipon in the subordinated interests
(equity) of the CLOs. The CLOs include a diversifigortfolio of broadly syndicated loans and do Im@te direct exposure to real estate,
mortgages, sub-prime debt, or consumer based TebtCLOs in which we invest are managed by topetidiateral managers that have been
thoroughly diligenced prior to investment. Thisastigy has represented 10%-20% of the portfolio.

Real Estate Investments—We make investmemtsal estate through our wholly-owned tax-eéfiti REIT, APHC. Our real estate
investments are in various classes of fully devetband occupied real estate properties that genewatent yields. We seek to identify
properties that have historically high occupancg steady cash flow generation. We partner withbdisteed property managers with
experience in managing the property type to masagh properties after acquisition. This is a meent investment strategy that has
represented less than 5% of our business.

Investments in Syndicated Debt—On an opmistic basis, we make investments in loans and Yigld bonds that have been sold to a
syndicate of buyers. Here we look for investmernith @attractive risk-adjusted returns after we hasmpleted a fundamental credit analysis.
These investments are purchased with a long tamgrahd-hold outlook and we look to provide sigrafi¢ structuring input by providing
anchoring orders. This strategy has representemxipmtely 5%-10% of the portfolio.

We invest primarily in first and secondhligenior loans and mezzanine debt, which in sorsescacludes an equity component. First anc
second lien senior loans generally are senior idsbuments that rank ahead of subordinated debtgifen portfolio company. These loans
also have the benefit of security interests orageets of the portfolio company, which may rankadhef or be junior to other security intere:
Mezzanine debt and our investments in CLOs arerslitmted to senior loans and are generally unsdciive invest in debt and equity
positions of CLOs which are a form of securitizatio which the cash flows of a portfolio of loarre pooled and passed on to different classe
of owners in various tranches. Our CLO investmanésderived from portfolios of corporate debt sdims which are generally risk rated from
BB to B depending on the tranche.

We seek to be a long-term investor with pantfolio companies. The aggregate value of outfplio investments was $4,172,852 and
$2,094,221 as of June 30, 2013 and June 30, 284Rectively. During the year ended June 30, 20d:3net cost of investments increased by
$2,156,465, or 102.7%, as a result of 68 new imests, 25 follow-on investments and several revahyances of $3,043,531, accrued of
payment-in-kind interest of $10,947, structurings§ef $52,699 and amortization of discounts anthpnes of $11,016, while we received full
repayment on 23 investments, sold ten investmenfmired one investment, and received severalgdgmépayments, amortization payments
and a revolver repayment, totaling $931,534.

Compared to the end of last fiscal yeadéehJune 30, 2012), net assets increased by $32B44r 75.7% during the year ended June 3C
2013, from $1,511,974 to $2,656,494. This increasalted from the issuance of new shares of ounoomstock (less offering costs) in the
amount of $1,179,084, dividend reinvestments of @85, and $220,856 from operations. These increasasn, were offset by $271,507 in
dividend distributions to our stockholders. The @856 increase in net assets resulting from omersiis net of the following: net investment
income of $324,924, net realized loss on investmen$26,234, and a decrease in net assets diranges in net unrealized depreciation of
investments of $77,834.

The preparation of financial statementsanformity with GAAP requires management to makéretes and assumptions that affect the
reported amounts of assets and liabilities at #te df the financial statements and the reportesuats of income and expenses during the
reported period. Changes in the economic enviromfi@ancial markets and any other parameters irsddtermining these estimates could
cause actual results to differ, and these diffexermould be material.
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Fourth Quarter Highlights
Investment Transactior

On April 1, 2013, we refinanced our exigt$iL8,635 of subordinated loans to Ajax Rolled Réniglachine, Inc. ("Ajax"), increasing the
size of our debt investment to $38,537. Concuméttit the refinancing, we received repayment of$t8,635 subordinated loans that were
previously outstanding. The subordinated unsectmed loan bears interest in cash at the greatgt &% or Libor plus 8.5% and interest
payment in kind of 6.0% and has a final maturityvtafrch 30, 2018.

On April 15, 2013, assets previously heldH&M were assigned to Wolf in exchange for a $88,6erm loan secured by the assets. Our
cost basis in this loan of $44,632 was determinegttordance with ASC 310-4Droubled Debt Restructurings by Creditorand is equal to
the fair value of assets at the time of transfel \wa recorded a realized loss of $19,647 in coimeetith the foreclosure on the assets. On
May 17, 2013, Wolf sold certain of the assets Heat been previously held by H&M that were locateiiartin County to Hibernia for
$66,000. Proceeds from the sale were primarily tsedpay the loan and NPI receivable due to usmndecognized as a realized gain of
$11,826 partially offsetting the previously recatdess. We received $3,960 of structuring and adyifees from Wolf during the year ended
June 30, 2013 related to the sale and $991 undeéMfh agreement which was recognized as other iaaturing the fiscal year ended June 30
2013.

On April 17, 2013, we made an investmer$48,650 to purchase 97% of the subordinated rote®untain View CLO 2013-I Ltd.
("Mountain View").

On April 22, 2013, we provided $34,375 ef®r secured financing, of which $31,875 was fuhdeclosing, to support the acquisition of
Pegasus Business Intelligence, LP ("Pegasus"ikel's largest processor of commissions paid kgledo travel agencies for room booking
services. The $15,938 Term Loan A note bears isténecash at the greater of 6.75% or Libor pl&®and has a final maturity of April 18,
2018. The $15,938 Term Loan B note bears intenesash at the greater of 13.75% or Libor plus 12a8fhhas a final maturity of April 18,
2018. The $2,500 senior secured revolver, whichuréisnded at closing, bears interest in cash agitbater of 9.0% or Libor plus 7.75% and
has a final maturity of April 18, 2014.

On April 25, 2013, we made an investmer$28$,000 to purchase 50.9% of the subordinatedsnntBrookside Mill CLO Ltd.
("Brookside™).

On April 30, 2013, we made a $21,247 folominvestment in APH, to acquire Lofton Place Apeents and Vista at Palma Sola, multi-
family residential properties located in Floridae\ivested $3,247 of equity and $18,000 of detRil. The senior secured note bears inte
in cash at the greater of 6.0% or Libor plus 4.0% imterest payment in kind of 5.50% and has d fimaturity of October 24, 2020.

On April 30, 2013, we sold our investmenEischbein, LLC ("Fischbein") for net proceeds$8f168, recognizing a realized gain of
$2,293 on the sale. In addition, there is $310dbield in escrow which will be recognized as addii gain if and when received.

On May 8, 2013, we made a $6,119 followirarestment in APH, to acquire Arlington Park, a tafdmily residential property located in
Marietta, Georgia. We invested $2,119 of equity $4@M00 of debt in APH. The senior secured noteshieéerest in cash at the greater of 6
or Libor plus 4.0% and interest payment in kindd0% and has a final maturity of October 24, 2020.

On May 9, 2013, we provided a $55,000 gsesgaured credit facility to support the recapiation of Sandow Media, LLC ("Sandow"), a
provider of multimedia content and services to besses and consumers focused on the areas of desiduxury. The senior secured first lien
loan bears interest in cash at the greater of 1@5bor plus 8.5% and interest payment in kind. &% and has a final maturity of May 8,
2018.
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On May 10, 2013, we provided $150,000 alused second lien financing to support the rechpitéion of Arctic Glacier, Inc. ("Arctic
Glacier"), a leading producer, marketer, and distor of high-quality packaged ice to consumerthaUnited States and Canada. After the
financing, we received repayment of $86,982 of sdinated unsecured term loan previously outstandihg senior secured second lien loan
bears interest in cash at the greater of 11.25bar plus 10.0% and has a final maturity of NovemtO, 2019.

On May 14, 2013, we provided $4,000 of sesecured financing to SourceHOV, LLC ("SourceHQ\4'leading provider of business i
knowledge process outsourcing. The second lien keambears interest in cash at the greater oR8.@6Libor plus 7.5% and has a final
maturity of April 30, 2019. On June 13, 2013, wélsaur $4,000 investment in SourceHOV and realaeghin of $40 on this investment.

On May 16, 2013, Out Rage, LLC ("Out Ragefaid the $11,836 loan receivable to us.
On May 23, 2013, Snacks Holding Corporafi@nacks Holding") repaid the $15,366 loan redai@do us.

On May 31, 2013, we made a follow-on sedww®cond lien debt investment of $7,190 in Injuréarkers Pharmacy LLC ("IWP"), a
specialty pharmacy services company. The secucmhddien loan bears interest in cash at the gredtel.5% or Libor plus 7.0% and interest
payment in kind of 1.0% and has a final maturityvizfy 31, 2019.

On June 3, 2013, Nobel Learning Communifies. ("Nobel") repaid the $15,262 loan receivables.
On June 4, 2013, Springs Window Fashioh§; ['Springs") repaid the $35,000 loan receivabled.

On June 11, 2013, we provided $115,00@&niocs secured financing to Cl Holdings (“Transplaca third-party logistics company that
services many of the largest shippers in the wdithé senior secured first lien loan bears intdrestish at the greater of 10.0% or Libor plus
5.0% and has a final maturity of June 11, 2019.

On June 11, 2013, we provided $7,000 ofiretsecond lien financing to Armor Holding Il L{CAST"), a leading North American
third-party provider of share registry and assedatalue added services to shareholders on behadfar public companies. The second lien
loan bears interest in cash at the greater of 9.@5kbor plus 8.0% and has a final maturity of Beder 26, 2020.

On June 12, 2013, we made a $23,250 folavinvestment in R-V Industries, Inc. ("R-V"). Thenior subordinated note bears interest in
cash at the greater of 10.0% or Libor plus 9.0%lzasla final maturity of June 12, 2018.

On June 14, 2013, we sold our $10,000 imvest in Transaction Networks Services, Inc. ("TN&1d realized a gain of $117 on this
investment.

On June 18, 2013, we served as sole agem@vider of $70,000 senior secured financingybich $65,643 was funded at closing, to
support the recapitalization of Traeger Pelletl&tiLC ("Traeger"), a leading designer, marketed distributor of wood pellet grills, flavored
wood pellets, and grill accessories. The $30,000nTieoan A note bears interest in cash at the gredit®.5% or Libor plus 4.5% and has a
final maturity of June 18, 2018. The $30,000 Teroah B note bears interest in cash at the greatkt.686 or Libor plus 9.5% and has a final
maturity of June 18, 2018. The $10,000 senior ®ttevolver, of which $5,643 was drawn at closlegrs interest in cash at the greater of
9.0% or Libor plus 7.0% and has a final maturityohe 18, 2014.

On June 24, 2013, we made a $76,533 fotlovinvestment in APH, to acquire Arium Resort @Hhe Resort at Pembroke Pines), a
prominent multi-family residential community locdta
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Pembroke Pines, Florida. We invested $13,533 otyegnd $63,000 of debt in APH. The senior secureie bears interest in cash at the
greater of 6.0% or Libor plus 4.0% and interestrpent in kind of 5.50% and has a final maturity at@ber 24, 2020.

On June 25, 2013, we made an investme®2®500 to purchase 84.13% of the subordinatedsnoteCM XIV CLO Ltd. ("LCM XIV").

On June 27, 2013, we provided $11,000 cfigel second lien financing to Blue Coat Systems, ('Blue Coat"), a leading provider of
web security and wide area network (WAN) optimiaatsolutions. The second lien note bears intenesash at the greater of 9.5% or Libor
plus 8.5% and has a final maturity of June 28, 2020

On June 27, 2013, we made a follow-on stdebt investment of $87,500 to support the régligation of Progrexion Holdings, Inc.
("Progrexion™). After the financing, we now hold482033 of senior secured debt of Progrexion. Tidosaecured first lien note bears interest
in cash at the greater of 10.5% or Libor plus 84&%d has a final maturity of September 14, 2017.

On June 28, 2013, Sandow repaid $30,1@0e0$55,000 loan receivable to us. After the repaytmwe now hold $24,900 of senior
secured debt of Sandow.

On June 28, 2013, we made a $1,000 follavingestment in Ajax. The subordinated unsecurad tean bears interest in cash at the
greater of 11.5% or Libor plus 8.5% and interestnpant in kind of 6.0% and has a final maturity ofigh 30, 2018.

On June 28, 2013, we made an $18,000 st:defat follow-on investment in New Star Metals,.Ifi&New Star"), a provider of specialized
processing services to the steel industry. Theosasunibordinated term loan bears interest in cagi &% and interest payment in kind of 1.0%
and has a final maturity of February 2, 2018.

In June 2013, we determined that the immpaint of Manx was other-than-temporary and recoedezhlized loss of $9,397 for the amount
that the amortized cost exceeded the fair markeeva

Equity Issuanct

During the period from April 1, 2013 to M&¢, 2013, we sold 8,836,237 shares of our comrtumk st an average price of $10.92 per
share, and raised $96,476 of gross proceeds, thel&TM Program. Net proceeds were $95,474 aftermissions to the broker-dealer on
shares sold and offering costs. No additional shasre sold from June 1, 2013 to June 30, 2013.

On April 18, 2013, May 23, 2013 and JuneZil 3, we issued 138,087, 117,497 and 117,10 éslwdiour common stock in connection
with the dividend reinvestment plan, respectively.

Dividend
On May 6, 2013, we announced the declaraifononthly dividends in the following amounts amith the following dates:
. $0.110125 per share for May 2013 to holdergobrd on May 31, 2013 with a payment date of JUneQ13;
. $0.110150 per share for June 2013 to holders ofdean June 28, 2013 with a payment date of Ju)y2083;

. $0.110175 per share for July 2013 to holders afncton July 31, 2013 with a payment date of Au@25t2013; and

. $0.110200 per share for August 2013 to holdergcdnd on August 30, 2013 with a payment date ofeSeper 19, 2013.
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On June 17, 2013, we announced the deidarat monthly dividends in the following amountsdawith the following dates:

. $0.110225 per share for September 2013 to holdeecord on September 30, 2013 with a payment ala@ctober 24, 2013;
. $0.110250 per share for October 2013 to holdersadrd on October 31, 2013 with a payment dateaeshber 21, 2013;

. $0.110275 per share for November 2013 to holdersaufrd on November 29, 2013 with a payment dat@eziember 19, 2013;
and

. $0.110300 per share for December 2013 to holofenscord on December 31, 2013 with a payment dafanuary 23, 2014.
Debt Issuanci

During the quarter ended June 30, 2013saueed $164,376 in aggregate principal amount oPoaspect Capital InterNotes® for net
proceeds of approximately $159,983, as follows:

Principal Interest Rate Weighted Average

Date of Issuance Amount Range Interest Rate Maturity Date

April 4, 2013- April 25, 2013 $ 29,52¢ 4.50%- 5.00% 4.96% April 15, 202(
April 4, 2013- April 25, 2013 264 3.78%- 3.78% 3.7€% April 15, 202:
April 4, 2013- April 25, 2013 5,16¢ 4.63%- 5.50% 5.34% April 15, 203:
April 4, 2013- April 25, 2013 12,28( 6.00% 6.0(% April 15, 204:
May 2, 201:- May 31, 201: 42,48 5.00% 5.0% May 15, 202
May 2, 201:- May 31, 201: 10,00¢( 5.00% 5.0% May 15, 202
May 2, 201:- May 31, 201: 7,54¢ 5.75% 5.7% May 15, 203
May 2, 2013 May 31, 201¢ 33,64: 6.25% 6.2506 May 15, 204
June 6, 201- June 27, 201 9,90t 5.00%- 5.25% 5.086 June 15, 20z
June 6, 201- June 27, 201 5,00( 5.00% 5.0(% June 15, 20z
June 6, 201- June 27, 201 1,707 5.75%- 6.00% 5.88% June 15, 20:
June 6, 201- June 27, 201 6,857 6.25%- 6.50% 6.31% June 15, 204

$ 164,37¢

Investment Holdings

As of June 30, 2013, we continue to pumwediversified investment strategy. At June 30, 2Gpproximately $4,172,852 or 157.1% of
our net assets are invested in 124 long-term gdartiovestments and CLOs and 5.4% of our net assetinvested in money market funds.

During the year ended June 30, 2013, wgirated $3,103,217 of new investments. Our origomagfforts are focused primarily on
secured lending, to reduce the risk in the podfdhivesting primarily in first lien loans, and sutlinated notes in CLOs, though we also
continue to close select junior debt and equitgstments. In addition to targeting investmentsaenicorporate capital structures with our
new originations, we have also increased our caigpm business mix of third party private equitpsgor owned companies, which tend to
have more third party equity capital supporting debt investments than non-sponsor transactionsafnualized current yield was 13.9% anc
13.6% as of June 30, 2012 and June 30, 2013, asggcacross all performing interest bearing istveents. The decrease in our current yield
is primarily due to recent originations being atéw yields than the existing portfolio. Monetizatiof equity positions that we hold and loans
on non-accrual status are not included in thisdygellculation. In many of our portfolio companies fold equity positions, ranging from
minority interests to majority stakes, which we eafpover time to
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contribute to our investment returns. Some of theegéty positions include features such as contedehinimum internal rates of returns,
preferred distributions, flip structures and otfeatures expected to generate additional investneduntns, as well as contractual protections
and preferences over junior equity, in additiotht® yield and security offered by our cash flow antlateral debt protections.

We classify our investments by level ofttoh As defined in the 1940 Act, control investrteeare those where there is the ability or
power to exercise a controlling influence over ienagement or policies of a company. Control iegaly deemed to exist when a company
or individual possesses or has the right to acquittein 60 days or less, a beneficial ownershipnafre than 25% of the voting securities of an
investee company. Affiliated investments and &ftéd companies are defined by a lesser degredwdnice and are deemed to exist through
the possession outright or via the right to acqwitbin 60 days or less, beneficial ownership of 6#4nore of the outstanding voting securities
of the investee company.

As of June 30, 2013, we own controllingmetsts in AIRMALL USA, Inc. ("AIRMALL"), Ajax, APH,AWCNC, LLC, Borga, Inc., CCPI
Holdings, Inc. ("CCPI"), Credit Central Holdings Belaware, LLC ("Credit Central"), Energy Solutiddsldings, Inc. (f/k/a Gas Solutions
Holdings, Inc.) ("Energy Solutions"), First Towepldings of Delaware, LLC ("First Tower DelawareNJanx Energy, Inc. ("Manx"),
Nationwide Acceptance Holdings, LLC ("NationwideNMMB Holdings, Inc. ("NMMB"), F-V Industries, Inc. ("R-V"), The Healing
Staff, Inc. ("THS"), Valley Electric Holdings I, tn ("Valley Electric") and Wolf Energy Holdings,dn("Wolf"). We also own an affiliated
interest in BNN Holdings Corp. (f/k/a Biotronic NeNetwork) ("Biotronic"), Boxercraft IncorporatetBoxercraft") and Smart, LLC.

The following is a summary of our investrnpartfolio by level of control at June 30, 2013lalune 30, 2012, respectively:

June 30, 201: June 30, 201Z
Percent Percent Percent Percent
of of of of
Level of Control Cost Portfolio Fair Value  Portfolio Cost Portfolio Fair Value  Portfolio
Control $ 830,15: 19.5%% 811,63: 19.52%%$ 518,01! 24.1%$ 564,48 27.(%
Affiliate 49,18¢ 1.2% 42,44 1.C% 44 22¢ 2.1% 46,11¢ 2.2%
Non-
control/Nor
-affiliate 3,376,43! 79.8% 3,318,77! 79.5% 1,537,06! 73.2% 1,483,61 70.8%
Total

Portfolio $4,255,77: 100.(%%$4,172,85. 100.(%$2,099,31: 100.(%$2,094,22. 100.(%
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The following is our investment portfoliogsented by type of investment at June 30, 2013and 30, 2012, respectively:

June 30, 201: June 30, 2012
Percent Percent Percent Percent
of of of of

Type of Investment Cost Portfolio Fair Value  Portfolio Cost Portfolio Fair Value  Portfolio
Revolving Line

of Credit $ 9,23¢ 0.2%$% 8,72¢ 0.2%$ 1,14¢ 0.1%$% 86¢ 0.C%
Senior Securec

Debt 2,262,322 53.1% 2,207,09: 52.8% 1,146,45. 54.6% 1,080,05: 52.(%
Subordinated

Secured Dek 1,062,38: 25.(% 1,024,90: 24.6% 536,90( 25.6% 488,11: 22.%
Subordinated

Unsecured

Debt 88,47( 2.1% 88,82 2.1% 72,617 3.5% 73,19¢ 3.5%
CLO Debt 27,66 0.7% 28,58¢ 0.7% 27,25¢ 1.2% 27,717 1.2%
CLO Residual

Interest 660,61 15.5% 658,08t 15.6% 214,55¢ 10.2% 218,00¢ 10.4%
Preferred Stoc 25,01¢ 0.€% 14,74: 0.4% 31,32:¢ 1.5% 29,15 1.4%
Common Stocl 117,67¢ 2.7% 108,49: 2.€% 61,45¢ 2.5% 137,19¢ 6.€%
Membership

Interests 21¢ 0.C% 492 0.C% 5,43} 0.2% 13,84« 0.7%
Overriding

Royalty

Interests — —% — —% — —% 1,62: 0.1%
Net Profit

Interests — —% 20,95¢ 0.5% — —% — —%
Escrows

Receivable — —% 4,662 0.1% — —% 17,68¢ 0.8%
Warrants 2,161 0.1% 7,28( 0.2% 2,161 0.1% 6,76( 0.2%

Total

Portfolio  $4,255,77: 100.(%%$4,172,85. 100.(%$2,099,31: 100.(%$2,094,22. 100.(%

The following is our investments in intdrbearing securities presented by type of secatitiune 30, 2013 and June 30, 2012,
respectively:

June 30, 201: June 30, 2017
Percent Percent Percent Percent
of Debt of Debt of Debt of Debt
Type of Investment Cost Securities Fair Value Securities Cost Securities Fair Value  Securities
First Lien $2,271,56! 55.2%%$2,215,82! 55.2%%1,147,59! 57.4%%$1,088,88 57.€%
Second Lier 1,062,381 25.8% 1,024,90. 25.2% 536,90( 26.€% 480,14 25./%
Unsecurec 88,47( 2.2% 88,82’ 2.2% 72,617 3.€% 73,19t 3.%%
CLO Residual
Interest 660,61 16.(% 658,08t 16.%0 214,55¢ 10.7% 218,00¢ 11.€%
CLO Debt 27,66 0.7% 28,58¢ 0.7% 27,25¢ 1.4% 27,717 1.5%
Total Debt
Securities $4,110,70° 100.(%%$4,016,22. 100.(%%$1,998,93: 100.(%%$1,887,95! 100.(%
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The following is our investment portfoliogsented by geographic location of the investmedtiae 30, 2013 and June 30, 2012,
respectively:

June 30, 201 June 30, 2017
Percent Percent Percent Percent

of of of of
Geographic Location Cost Portfolio Fair Value Portfolio Cost Portfolio Fair Value Portfolio
Canads $ 165,000  3.9%$ 165,000 4.0%$ 1513« 0.7%$ 17,04 0.8%
Cayman Island 688,28t 16.2% 686,67¢ 16.2% 241,81 11.5% 245,72t 11.%
Ireland 14,92 0.4% 15,00( 0.4% 14,91¢ 0.7% 15,00( 0.7%
Midwest US 565,23¢ 13.% 531,93« 12.7% 427,43( 20.2% 377,13¢ 18.(%
Northeast U< 649,48: 15.2% 663,028 15.9% 293,18. 14.(% 31343 15.(%
Puerto Ricc 41,35: 1.C% 41,35 1.C% — —% — —%
Southeast U! 1,111,941 26.(% 1,081,321 25.8% 642,98 30.6% 634,94! 30.%
Southwest U¢ 345,39; 8.1% 336,36: 8.1% 193,62 9.2% 234,430 11.2%
Western US 674,15 15.&% 652,18: 15.€% 270,22 12.% 256,50: 12.2%

Total Portfolio $4,255,77: 100.(%$4,172,85. 100.(%%$2,099,31: 100.(%$2,094,22. 100.(%
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The following is our investment portfoliogsented by industry sector of the investment a¢ B0, 2013 and June 30, 2012, respectively:

June 30, 201: June 30, 201
Percent Percent Percent Percent
of of of of

Industry Cost Portfolio Fair Value  Portfolio Cost Portfolio Fair Value  Portfolio
Aerospace ar

Defense $ 56 0.C%$ — —%$ 56 0.C%$ — —%
Automobile /

Auto

Finance 23,21« 0.€% 22,917 0.5% 32,80¢ 1.6% 32,47¢ 1.€%
Biotechnolog) — —% 14 0.C% — —% — —%
Business

Services 180,79: 4.2% 179,54 4.2% 3,16¢ 0.2% 3,28¢ 0.2%
Chemicals 28,36 0.7% 28,64¢ 0.7% 58,10+ 2.€% 58,10 2.8%
Commercial

Services 252,07 5.8% 252,07 6.C% 80,41¢ 3.8% 80,40° 3.8%
Construction

and

Engineering 53,61¢ 1.3%  53,61¢ 1.2% — —% — —%
Consumer

Finance 413,33 9.7% 406,96 9.6 305,52: 14.¢% 305,52: 14.6%
Consumer

Services 330,34 7.€% 332,39: 8.C% 146,33! 7.C% 147,80¢ 7.1%
Contracting 2,14¢ 0.1% — —% 15,94¢ 0.6% — —%
Diversified

Financial

Services 745,70! 17.5% 742,43: 17.€% 260,21¢ 12.2% 264,12¢ 12.6%
Diversified /

Conglomer;

Service — —% 14: 0.C% — —% 35 0.C%
Durable

Consumer

Products 380,22! 8.¢% 370,20 8.€% 153,32 7.3% 152,86: 7.2%
Ecological 141 0.C% 33¢ 0.C% 141 0.C% 24C 0.C%
Electronics — —% 14¢ 0.C% — —% 144 0.C%
Energy 63,89t 1.5% 56,32 1.2% 63,24¢ 3.(% 126,86¢ 6.1%
Food Product 177,42: 4.2% 177,42¢ 4.2% 101,97 4.% 96,14¢ 4.5%
Healthcare 275,12: 6.5%0 273,83t 6.6% 141,99( 6.8% 143,56 6.€%
Hotel,

Restaurant

Leisure 11,76« 0.2% 12,00( 0.3% — —% — —%
Insurance — —% — —% 83,46 4.(% 83,46. 4.(%
Machinery 39¢ 0.C% 79C 0.C% 4,68¢ 0.2% 6,48~ 0.2%
Manufacturing 163,43: 3.8% 167,58 4.(% 95,19: 45% 127,12 6.1%
Media 171,29( 4(% 161,32 3.€% 165,86t 7.% 161,84: 7.7%
Metal

Services

and

Minerals 60,16: 1.4% 60,27 1.4% — —% — —9%
Oil and Gas

Equipment

Services — —% — —% 7,18¢ 0.2% 7,391 0.4%
Oil and Gas

Production 75,12¢ 1.8% 24,42( 0.6% 130,92¢ 6.2% 38,99: 1.%
Personal and

Nondurable

Consumer

Products 39,00( 0.€% 39,63( 0.%% 39,35 1.8% 39,96¢ 1.%
Production

Services — —% — —9% 26¢ 0.C% 2,04( 0.1%
Property

Manageme 51,17( 1.2% 54,64¢ 1.2% 51,77( 2.5% 47,98: 2.2%
Real Estatt 152,54( 3.6% 152,54( 3.7% — —% — —%
Retail 14,19( 0.2% 14,56¢ 0.2% 63 0.C% 12¢ 0.C%
Software &

Computet



Services
Specialty
Minerals
Textiles,
Apparel &
Luxury
Goods
Textiles and
Leather

Transportatio

Total

307,73: 7.2% 309,30t 7.4%  53,90¢ 2.6% 54,71 2.6%
38,50( 0.£%  42,55¢ 1.C% 37,73 1.8%  44,56: 2.1%
99,50( 2.2%  99,32¢ 2.4% — —% — —%
16,76( 0.4% 9,38t 0.2% 15,12 0.%  17,16: 0.8%

127,76 3.(% 127,47 3.1%  50,53( 24% 50,77 2.4%

100.(%%$4,172,85. 100.(%$2,099,31: 100.(%$2,094,22. 100.(%

Portfolio $4,255,77:
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Portfolio Investment Activity

During the year ended June 30, 2013, weissd| $2,574,755 of new investments, completedfolbn investments in existing portfolio
companies, totaling approximately $496,371, fun$é2t, 143 of revolver advances, and recorded PlKesteof $10,947, resulting in gross
investment originations of $3,103,217. The moraiicant of these investments are described briefihe following:

On July 5, 2012, we made a senior secuebtlidvestment of $28,000 to support the acquisitibMaterial Handling
Services, LLC, d/b/a/ Total Fleet Solutions ("TESprovider of forklift and other material handjiequipment fleet management and
procurement services, by funds managed by Cl Adpatdners, LLC. The senior secured term loan bieéesest in cash at the greate
10.5% or Libor plus 8.5% and has a final maturityuay 5, 2017.

On July 16, 2012, we provided $15,000 alused second lien financing to Pelican Products, Bleading provider of
unbreakable, watertight protective cases and tealipiadvanced professional lighting equipment. $eeond lien term loan bears
interest in cash at the greater of 11.5% or Lidos 40.0% and has a final maturity of June 14, 2019

On July 20, 2012, we provided $12,000 oficesecured financing to EIG Investors Corp ("El@&' provider of an array of online
services such as web presence, domain hostingnezecce, e-mail and other related services to sraatl-medium-sized businesses.
The second lien term loan bears interest in catiieagreater of 11.0% or Libor plus 9.5% and hfisa maturity of October 22, 2018.

On July 20, 2012, we provided $10,000 oficesecured financing to FPG, LLC ("FPG"), a sugapbf branded consumer and
commercial products sold to the retail, foodserviézel hospitality sectors. The note payable be#esdst in cash at the greater of 12
or Libor plus 11.0% and has a final maturity of Jary 20, 2017.

On July 27, 2012, we provided $85,000 dfosdinated financing to support the acquisitiosaistantially all the assets of Arctic
Glacier Income Funds by funds affiliated with H.1.The new company, Arctic Glacier U.S.A., Inc.,lwibntinue to conduct business
under the "Arctic Glacier" name and be a leadirggdpcer, marketer, and distributor of high-qualiackaged ice to consumers in
Canada and the United States. The unsecured sobtediterm loan bears interest in cash at 12.0%naewkst payment in kind of 3.C
and has a final maturity of July 27, 2019.

On August 2, 2012, we provided a $27,0@ue loan to support the acquisition of New Sigsrovider of specialized processing
services to the steel industry, by funds managelhdight Equity Management Company. The senior glibated note bears interest in
cash at the greater of 11.5% or Libor plus 8.5%iatetest payment in kind of 1.0% and has a finaturity of February 2, 2018.

On August 3, 2012, we provided $120,008esfior secured financing, of which $110,000 wasléghat closing, to support the
acquisition of InterDent, Inc. ("Interdent"), a tiiag provider of dental practice management sesvioalental professional corporations
and associations in the United States, by fundsageshby H.I.G. The $55,000 Term Loan A note baaesést in cash at the greater of
8.0% or Libor plus 6.5% and has a final maturityAoigust 3, 2017. The $55,000 Term Loan B note biedesest in cash at the greater
of 13.0% or Libor plus 10.0% and has a final mayusf August 3, 2017. The $10,000 senior securgdlver, which was unfunded at
closing, bears interest in cash at the greate®df% or Libor plus 8.25% and matured on Februa033.

On August 3, 2012, we provided $44,000eziused subordinated financing to support the refiiveg of New Century
Transportation, Inc., a leading transportation kigistics company.
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The senior subordinated loan bears interest in agte greater of 12.0% or Libor plus 10.0% andrist payment in kind of 3.0% and
has a final maturity of February 3, 2018.

On August 3, 2012, we provided $10,000efiar secured financing to Pinnacle (US) Acquisiteo Limited, the largest multi-
national software company focused on the delivégnalytical and information management solutiamstiie discovery and extraction
of subsurface natural resources. The second lremltan originally bore interest in cash at theagee of 10.5% or Libor plus 8.25%.
January 17, 2013, we amended the terms of thisiment and the first lien note bears interest sha the greater of 6.0% or Libor
plus 4.0% and interest payment in kind of 5.5%fakioe 30, 2013. The second lien term loan hasad finaturity of August 3, 2020.

On August 6, 2012, we made an investmef®8&f210 to purchase 62.9% of the subordinatedsnotElalcyon Loan Advisors
Funding 2012-I, Ltd.

On August 7, 2012, we made an investmefB86f798 to purchase 95.0% of the subordinatedsnottNG IM CLO 2012-11, Ltd.

On August 17, 2012, we made a secured sd@minvestment of $38,500 to support the reedigétion of American Gilsonite
Company. The secured note bears interest in cakh%#6 and has a final maturity of September 172@fter the financing, on
August 28, 2012, we received repayment of the &7|@an previously outstanding.

On September 14, 2012, we invested aniaddit$10,000 in Hoffmaster Group, Inc. The seclen term loan bears interest in
cash at the greater of 11.0% or Libor plus 9.5%zasla final maturity of January 3, 2019.

On September 14, 2012, we made a secuvedtiment of $135,000 to support the recapitalinadibProgrexion. Concurrent with
the financing, we received repayment of the $62@d0ans that were previously outstanding. Themesecured loan bears interest in
cash at the greater of 10.5% or Libor plus 8.5%lsasla final maturity of September 14, 2017.

On September 27, 2012, we made an investoié45,746 to purchase 95% of the subordinatedsio ING IM CLO 2012-
[, Ltd.

On September 28, 2012, we made an unsetwestment of $10,400 to support the acquisitibBvanta Ventures, Inc., a
diversified event management company. The subaetimaote bears interest in cash at 12.0% and sitpeyment in kind of 1.0% and
has a final maturity of September 28, 2018.

On September 28, 2012, we made a secucedddien investment of $100,000 to support thapéelization of United Sporting
Companies, Inc. ("USC"), a national distributohaiting, outdoor, marine and tackle products. Twiged loan bears interest in cash
at the greater of 12.75% or Libor plus 11.0% ansldéinal maturity of May 16, 2018.

On October 3, 2012, we made a senior sddovestment of $21,500 to support the acquisitib@P Well Testing, LLC, a leading
provider of flowback services to oil and gas comesmperating in Western Oklahoma and the Texakd®ale. The first lien note
bears interest in cash at the greater of 13.5%hmrlplus 11.0% and has a final maturity of OctoBe?017.

On October 11, 2012, we made a securechddiEm investment of $12,000 in Deltek, Inc., aweeprise software and information
solutions provider for professional services firmggyernment contractors, and government agenchess&cond lien note bears interest
in cash at the greater of 10.0% or Libor plus 8.#% has a final maturity of October 10, 2019.
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On October 12, 2012, we made a senior sdaarvestment of $42,000 to support the acquisio@ulf Coast Machine and Supj
Company, a preferred provider of value-added faygiolutions to energy and industrial end markelt first lien note bears interest in
cash at the greater of 10.5% or Libor plus 8.5%lzasla final maturity of October 12, 2017.

On October 18, 2012, we made a follow-aricesecured debt investment of $20,000 in Firstd@ioDelaware, to support seasonal
growth in finance receivables due to increaseddaglborrowing activity among its customer base. fils¢ lien note bears interest in
cash at the greater of 20.0% or Libor plus 18.5%tzas a final maturity of June 30, 2022.

On October 24, 2012, we made an investmoie$7,800 in APH, to acquire an industrial reabéstroperty occupied by Filet-of-
Chicken, a chicken processor in Georgia. We inge$1e809 of equity and $6,000 of debt in APH. Tingt fien note originally bore
interest in cash at the greater of 10.5% or Libos 8.5% and interest payment in kind of 2.0%. @muary 17, 2013, we amended the
terms of this investment and the first lien notarsanterest in cash at the greater of 6.0% orijihas 4.0% and interest payment in
kind of 5.5% as of June 30, 2013. The first lietentwas a final maturity of October 24, 2020.

On November 5, 2012, we made an investme$89,475 to purchase 95.0% of the income notéd@ 1M CLO 2012-1V, Ltd.

On November 9, 2012, we made a securechddEm investment of $22,000 to support the re@dipation of EIG. Concurrent
with the financing, we received a repayment of$i&,000 loan previously outstanding. The new netrdinterest in cash at the gre
of 10.25% or Libor plus 9.0% and has a final mayuof May 9, 2020.

On November 26, 2012, we made a securazhddien investment of $22,000 in The Petroleunt®Jénc., a provider of enterpri
resource planning software focused on the oil &igdsstry. The second lien note bears interesaghat the greater of 10.0% or Libor
plus 8.75% and has a final maturity of May 20, 2019

On November 30, 2012, we made a securazhddien investment of $9,500 to support the re@dipation of RV. The second lie
note bears interest in cash at the greater of 12104bor plus 9.0% and has a final maturity of M2g, 2018. As part of the
recapitalization, we received a dividend of $11,833our investment in R-V's common stock.

On December 6, 2012, we made an investofed28,291 to purchase 90% of the subordinatedsriat@pidos CLO XI, LLC.

On December 13, 2012, we completed a $338Capitalization of CCPI, an international mawtdiser of refractory materials and
other consumable products for industrial appliceior hrough the recapitalization, Prospect acquaredntrolling interest in CCPI for
$28,334 in cash and 467,928 unregistered shamsr@ommon stock. The first lien note issued to Ci&fars interest in cash at a fixed
rate of 10.0% and has a final maturity of Decen8ier2017. The first lien note issued to CCPI béateyest in cash at a fixed rate of
12.0% and interest payment in kind of 7.0%, andahfisal maturity of June 30, 2018.

On December 14, 2012, we provided $10,300st lien financing to support the recapitalizat of Prince Mineral Holding Corp.
("Prince"), a leading global specialty mineral prssor and consolidator. The first lien note beatexést in cash at a fixed rate of 11.5%
and has a final maturity of December 15, 2019.

On December 14, 2012, we made a $3,000vietin investment in Focus Brands, Inc. The sec@mmdriote bears interest in cash a
the greater of 10.25% or Libor plus 9.0% and hfisa maturity of August 21, 2018.
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On December 17, 2012, we made a $39,860lifan investment in Coverall North America, IiftCoverall"), a leading franchiser
of commercial cleaning businesses. The first lieterbears interest in cash at the greater of 1bi5Ribor plus 8.5% and has a final
maturity of December 17, 2017.

On December 17, 2012, we made a $38,180lifan follow-on investment in TFS, to support teguisition of Miner Holding
Company, Inc. The first lien note bears interestash at the greater of 10.0% or Libor plus 8.0%tzas a final maturity of
December 21, 2017.

On December 17, 2012, we made a securedrdetstment of $30,000 to support the recapittiiraof Biotronic. After the
financing, we received repayment of the $26,227 kbat was previously outstanding. The new notesiederest in cash at the greater
of 10.0% or Libor plus 8.0% and has a final mayuoit December 17, 2017.

On December 19, 2012, we provided $17,5@@pior secured second lien financing to Groceuyleéd, Inc., to support the
recapitalization of a retailer of food, beveraged general merchandise. The second lien note bearsst in cash at the greater of
10.5% or Libor plus 9.25% and has a final maturityune 17, 2019.

On December 19, 2012, we provided $23,Z@@pior secured second lien financing to suppartrécapitalization of TB Corp., a
Mexican restaurant chain. The second lien noteshiatarest in cash at a fixed rate of 12.0% angf@st payment in kind of 1.5% and
has a final maturity of December 18, 2018.

On December 20, 2012, we made an additimtlalv-on senior secured debt investment of $10,80support the recapitalization
of Progrexion. After the financing, we held $154)5ff senior secured debt of Progrexion. The fiest hote bears interest in cash at the
greater of 10.5% or Libor plus 8.5% and has a finaturity of September 14, 2017.

On December 21, 2012, we made a $10,006rssecured second lien follow-on investment int8e&orp. The second lien note
bears interest in cash at the greater of 12.5%kmrlplus 9.0% and interest payment in kind of 288d has a final maturity of
March 14, 2015.

On December 21, 2012, we made a $37,500rssecured first lien investment in Lasership,. lrkcleading provider of regional
same day and next day distribution services fompgee-commerce and product supply businessesfifBhéien note bears interest in
cash at the greater of 10.25% or Libor plus 8.25%tzas a final maturity of December 21, 2017.

On December 21, 2012, we made a $12,006rssecured first lien follow-on investment in FP&supplier of branded consumer
and commercial products sold to the retail, foodser and hospitality sectors. The first lien nbears interest in cash at the greater of
12.0% or Libor plus 11.0% and has a final matusityanuary 20, 2017.

On December 24, 2012, we made a followeanused debt investment of $5,000 in New Star. Boeisd lien note bears interest in
cash at the greater of 11.5% or Libor plus 8.5%iatetest payment in kind of 1.0% and has a finaturity of February 2, 2018.

On December 24, 2012, we made a $7,00(hdd@n secured investment in Aderant North Amerioa., a leading provider of
enterprise software solutions to professional ses/brganizations. The second lien note bearsstter cash at the greater of 11.0% or
PRIME plus 7.75% and has a final maturity of Ju@ge2D19.

On December 28, 2012, we made a $9,500ifirs secured investment in APH, to acquire AblbamgPointe, Inc., a multi-family
property in Marietta, Georgia. We invested $3,198quity and $6,400 of debt in APH. The first lieote originally bore interest in ce
at the greater of 10.5% or Libor plus 8.5% andragepayment in kind of 2.0%. On January 17, 2048,
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amended the terms of this investment and theli@stnote bears interest in cash at the greatérG86 or Libor plus 4.0% and interest
payment in kind of 5.5% as of June 30, 2013. Tist fien note has a final maturity of October 2d2Q.

On December 28, 2012, we made a $5,00t(hgd@n secured investment in TransFirst Holdings,, a payments processing firm
that provides electronic credit card authorizatmmerchants located throughout the United States.second lien note bears interes
cash at the greater of 11.0% or Libor plus 9.75%zas a final maturity of June 27, 2018.

On December 28, 2012, we completed a $478€apitalization of Credit Central, a branch-lolgsevider of installment loans.
Through the recapitalization, we acquired a cohitglinterest in Credit Central for $38,082 in castd 897,906 unregistered shares of
our common stock. The first lien note bears inteiresash at the greater of 20.0% or Libor plus¥8and has a final maturity of
December 31, 2020.

On December 28, 2012, we made a $3,600vfetin subordinated unsecured investment in Ajaxe dimsecured note bears interes
in cash at the greater of 11.5% or Libor plus 8% interest payment in kind of 6.00% and hasal fimturity of December 31, 2017.

On December 28, 2012, we made a $30,080lif8n senior secured investment to support thapialization of Spartan Energy
Services, LLC ("Spartan™), a leading provider afithubing and flow control services to oil and gampanies. The first lien note bears
interest in cash at the greater of 10.5% or Lidos 9.0% and has a final maturity of December 28,72

On December 31, 2012, we provided $32,@000s secured loan to support the acquisition ait&y One Holdings, LLC, a
leading provider of professional staffing servicEise first lien note bears interest in cash agtteater of 11.0% or Libor plus 9.5% and
has a final maturity of December 31, 2018.

On December 31, 2012, we funded a recaatadn of Valley Electric with $42,572 of debt a#if,526 of equity financing.
Through the recapitalization, we acquired a colit@linterest in Valley Electric for $7,449 in caahd 4,141,547 unregistered share
our common stock. The first lien note issued tol&aElectric bears interest in cash at the greaft8r0% or Libor plus 6.0% and
interest payment in kind of 9.0% and has a finaiumiy of December 31, 2018. The first lien notsuied to Valley Electric Co. of Mt.
Vernon Inc. bears interest in cash at the gredt8r086 or Libor plus 5.0% and interest paymentimdkof 2.5% and has a final maturity
of December 31, 2017.

On December 31, 2012, we provided $70,0G@cured second lien debt financing for the adgoisof Thomson Reuters Prope
Tax Services by Ryan, LLC ("Ryan"). The second hete bears interest in cash at the greater oPA2:0Libor plus 9.0% and interest
payment in kind of 3.0% and has a final maturityofie 30, 2018.

On January 11, 2013, we provided $27,108ebt financing to Correctional Healthcare Hold®gmpany, Inc. ("CHC"), a natior
provider of correctional medical and behavioralltieare solutions. The subordinated secured seliemdban bears interest in cash at
11.25% and has a final maturity of January 11, 2020

On January 17, 2013, we made a $30,348vfetin investment in APH, to acquire 5100 Live OBked, LLC, a multi-family
residential property located in Tampa, Florida. Mieested $2,748 of equity and $27,600 of debt itHAPhe first lien note bears
interest in cash at the greater of 6.0% or Libaspl.0% and interest payment in kind of 5.50% aaslahfinal maturity of October 24,
2020.

On January 24, 2013, we made an investofe$24,870 to purchase 56.14% of the subordinatéelsrin Cent 17 CLO Limited.
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On January 24, 2013, we made an investofe$26,901 to purchase 50.12% of the subordinatéglsrin Octagon Investment
Partners XV, Ltd.

On January 29, 2013, we provided $8,008ectired second lien financing to TGG Medical Tri@ngj Inc., a developer of
technologies for extracorporeal photopheresisreats. The senior secured second lien term loars igarest in cash at the greater of
11.25% or Libor plus 10.0% and has a final matuwityune 27, 2018.

On January 31, 2013, we funded an acquisif the subsidiaries of Nationwide, which opegpecialty finance business based
in Chicago, lllinois, with $21,308 of debt and $8380f equity financing. The senior secured ternrmlbaars interest in cash at the
greater of 20.0% or Libor plus 18.5% and has d fimaturity of January 31, 2023.

On February 5, 2013, we received a distidiouof $3,250 related to our investment in NRG Mfacturing, Inc. ("NRG"), for
which we realized a gain of the same amount. This avpartial release of the amount held in escrow.

On February 5, 2013, we made a securedideddtment of $2,000 in Healogics, Inc. ("Healag)ca provider of outpatient woul
care management services located in Jacksonvidadg.

On February 13, 2013, we made an investioiedB5,025 to purchase 50.34% of the subordinatges in Galaxy XV CLO, Ltd.

On February 14, 2013, we made a $2,000red@econd lien debt investment in J.G. Wentwarti€ ("J.G. Wentworth"), the
largest purchaser of structured settlement andignpayments in the United States. The secondtéem loan bears interest in cash at
the greater of 9.0% or Libor plus 7.5% and hasal finaturity of February 8, 2019.

On February 14, 2013, we provided $15,008eaior secured financing to Speedy Group Holdiagsp., a leading provider of
short-term loans and financial services in the éthibtates, the United Kingdom and Canada. The ursgtsubordinated term loan
bears interest in cash at 12.0% and has a finalriabf November 15, 2017.

On February 15, 2013, we made a $6,000red@econd lien debt investment in SESAC Holddd [T, a performing rights
organization based in Nashville, Tennessee. Thensklien term loan bears interest in cash at thatgr of 10.0% or Libor plus 8.75%
and has a final maturity of July 12, 2019.

On February 21, 2013, we provided $39,55kaior secured first lien financing to Atlantie&lthcare Group (Puerto Rico), Inc
leading owner and operator of dialysis station® $é&nior secured term loan bears interest in dasbie greater of 10.0% or Libor plus
8.0% and has a final maturity date of February2®1,8.

On February 25, 2013, we made a $10,000rsdcsecond lien loan and a $2,000 secured fastdebt investment in TNS, an
international data communications company thatides/networking, data communications and otherevalided services. The second
lien term loan bears interest in cash at the grexit®.0% or Libor plus 8.0% and has a final maguof August 14, 2020.

On March 1, 2013, we made a $70,000 sederetloan investment in a subsidiary of Cinedig@ Boldings, LLC, a leading
provider of digital cinema services, software andtent marketing and distribution. The senior seduerm loan bears interest in cash
at the greater of 11.0% or Libor plus 9.0% andregepayment in kind of 2.5% and has a final matwi March 31, 2021.
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On March 6, 2013, we made a $5,000 followirvestment in Rocket Software, Inc. The senicused second lien term loan bears
interest in cash at the greater of 10.25% or Ljdas 8.75% and has a final maturity of Februar2(.,9.

On March 7, 2013, we made a secured sdeemébllow-on investment of $60,000 in USC. Thaise secured second lien term
loan bears interest in cash at the greater of $2.@G5Libor plus 11.0% and has a final maturity cdyviL6, 2018.

On March 8, 2013, we made an investmef6f400 to purchase 78.60% of the subordinatedsnotdalcyon Loan Advisors
Funding 2013-I Ltd.

On March 12, 2013, we provided $12,000eziused second lien financing to ALG USA Holding,Qla vertically integrated
travel company that focuses on providing all-inclassacations in Mexico and the Caribbean to UuSta@mers. The senior secured
second lien term loan bears interest in cash agribster of 10.25% or Libor plus 9.0% and has al fimaturity of February 28, 2020.

On March 15, 2013, we made an investmef®4df063 to purchase 95.27% of the subordinateesrintApidos CLO XII, Ltd.

On March 18, 2013, we provided a $197,26t fien senior secured credit facility to suppibw refinancing of Capstone
Logistics, LLC ("Capstone"), a logistics servicastfolio company. After the financing, we receiveghayment of $69,139 of loans
previously outstanding. The $97,291 Term Loan Aerzgars interest in cash at the greater of 6.5bor plus 5.0% and has a final
maturity of September 16, 2016. The $100,000 TeoanlB note bears interest in cash at the greatkt.686 or Libor plus 10.0% and
has a final maturity of September 16, 2016.

On March 27, 2013, we provided $100,008esfior secured debt financing to support the réaligmtion of Broder Bros., Co.
("Broder"), a leading distributor of imprintable@pswear and accessories in the United Statessétier secured term loan bears
interest in cash at the greater of 10.75% or Ldos 9.0% and has a final maturity of June 27, 2018

On April 1, 2013, we refinanced our exigtiB8,472 senior and subordinated loans to Ajaxemsing the size of our debt
investment to $38,537. Concurrent with the refimagcwe received repayment of the $18,635 loansvileae previously outstanding.
The subordinated unsecured term loan bears intereash at the greater of 11.5% or Libor plus 8&% interest payment in kind of
6.0% and has a final maturity of March 30, 2018.

On April 17, 2013, we made an investmer$48,650 to purchase 97% of the subordinated note®untain View.

On April 22, 2013, we provided $34,375 efi®r secured financing, of which $31,875 was fuhdeclosing, to support the
acquisition of Pegasus, the world's largest pramesiscommissions paid by hotels to travel agenfidesoom booking services. The
Term Loan A note bears interest in cash at thetgred 6.75% or Libor plus 5.5% and has a finalumi&t of April 18, 2018. The Term
Loan B note bears interest in cash at the greate3.85% or Libor plus 12.5% and has a final maguof April 18, 2018. The $5,000
senior secured revolver bears interest in cadieageater of 9.0% or Libor plus 7.75% and hasal finaturity of April 18, 2014.

On April 25, 2013, we made an investmer$2%$,000 to purchase 50.9% of the subordinatedsnntBrookside.

On April 30, 2013, we made a $21,247 folowinvestment in APH, to acquire Lofton Place Apsmts and Vista at Palma Sola,
multi-family residential properties located in Rtta. We invested $3,247 of equity and $18,000 &t e APH. The senior secured note
bears interest in
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cash at the greater of 6.0% or Libor plus 4.0%iatetest payment in kind of 5.50% and has a finaturity of October 24, 2020.

On May 8, 2013, we made a $6,119 followirrestment in APH, to acquire Arlington Park, a tafdmily residential property
located in Marietta, Georgia. We invested $2,118amfity and $4,000 of debt in APH. The senior sedunote bears interest in cash at
the greater of 6.0% or Libor plus 4.0% and intepastment in kind of 5.50% and has a final matusityDctober 24, 2020.

On May 9, 2013, we provided a $60,000 seseaured credit facility, of which $55,000 wasded at closing, to support the
recapitalization of Sandow, a provider of multimeedontent and services to businesses and constonesed on the areas of design
and luxury. The senior secured first lien loan béaterest in cash at the greater of 10.5% or Ljjdos 8.5% and interest payment in
kind of 1.5% and has a final maturity of May 8, 801

On May 10, 2013, we provided a $150,000csesecured term loan to support the recapitatizatif Arctic Glacier, a leading
producer, marketer, and distributor of high-quatiackaged ice to consumers in the United State€andda. After the financing, we
received repayment of $86,982 of subordinated umsederm loan previously outstanding. The seréoused second lien loan bears
interest in cash at the greater of 11.25% or Ljidos 10.0% and has a final maturity of November2111,9.

On May 14, 2013, we provided $4,000 of sesecured financing to SourceHOV, a leading prewif business and knowledge
process outsourcing. The senior secured secontbberbears interest in cash at the greater o®8.@6Libor plus 7.5% and has a final
maturity of April 30, 2019.

On May 31, 2013, we made a follow-on sedww®cond lien debt investment of $7,190 in IWRecilty pharmacy services
company. The secured second lien loan bears ihiareash at the greater of 11.5% or Libor plu®4 @nd interest payment in kind of
1.0% and has a final maturity of May 31, 2019.

On June 11, 2013, we provided $115,00@&pios secured financing to Transplace, a thirdyplagistics company that services
many of the largest shippers in the world. The@esecured first lien loan bears interest in caghegreater of 10.0% or Libor plus
5.0% and has a final maturity of June 11, 2019.

On June 11, 2013, we provided $7,000 afitsecond lien financing to AST, a leading Néxtherican third-party provider of
share registry and associated value added setai@areholders on behalf of listed public compsnide second lien loan bears
interest in cash at the greater of 9.25% or Libdos 8.0% and has a final maturity of December 222

On June 12, 2013, we made a $23,250 folnvinvestment in R-V. The senior subordinated hetar's interest in cash at the
greater of 10.0% or Libor plus 9.0% and has a finaturity of June 12, 2018.

On June 18, 2013, we served as sole agdmravider of $70,000 senior secured financingybich $65,643 was funded at
closing, to support the recapitalization of Traggeleading designer, marketer, and distributawadd pellet grills, flavored wood
pellets, and grill accessories. The $30,000 TerianlL& note bears interest in cash at the great@/58b or Libor plus 4.5% and has a
final maturity of June 18, 2018. The $30,000 Teroah B note bears interest in cash at the greatet.686 or Libor plus 9.5% and has
a final maturity of June 18, 2018. The $10,000 @esécured revolver, of which $5,643 was drawri@ging, bears interest in cash at
the greater of 9.0% or Libor plus 7.0% and hagal finaturity of June 18, 2014.
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On June 24, 2013, we made a $76,533 fotlavinvestment in APH, to acquire Arium Resort @HRhe Resort at Pembroke Pint
a prominent multi-family residential community Iaed in Pembroke Pines, Florida. We invested $13@juity and $63,000 of debt
in APH. The senior secured note bears interesash at the greater of 6.0% or Libor plus 4.0% aterést payment in kind of 5.50%
and has a final maturity of October 24, 2020.

On June 25, 2013, we made an investmep2®500 to purchase 84.13% of the subordinatedsnnteCM XIV.

On June 27, 2013, we provided $11,000 ofiregl second lien financing to Blue Coat, a leagirayider of web security and wide
area network (WAN) optimization solutions. The satdien note bears interest in cash at the gredt@15% or Libor plus 8.5% and h
a final maturity of June 28, 2020.

On June 27, 2013, we made a follow-on stdebt investment of $87,500 to support the réaligation of Progrexion. After the
financing, we now hold $241,033 of senior securelt @f Progrexion. The senior secured first lieterwears interest in cash at the
greater of 10.5% or Libor plus 8.5% and has a finaturity of September 14, 2017.

On June 28, 2013, we made a $1,000 follavingestment in Ajax. The subordinated unsecured tean bears interest in cash at
the greater of 11.5% or Libor plus 8.5% and intepayment in kind of 6.0% and has a final matuotyMarch 30, 2018.

On June 28, 2013, we made an $18,000 st:defst follow-on investment in New Star, a providéspecialized processing
services to the steel industry. The senior subatdthterm loan bears interest in cash at 11.5%raeckst payment in kind of 1.0% and
has a final maturity of February 2, 2018.

During the year ended June 30, 2013, wsedaut twenty-three positions which are brieflgatéded below.

On July 24, 2012, we sold our 3,821 shafdson Horse Coiled Tubing, Inc. ("Iron Horse")ramon stock in connection with the
exercise of an equity buyout option, receiving $B,0f net proceeds and realizing a gain of appretéty $1,772 on the sale.

On August 3, 2012, Pinnacle Treatment Gsntac. repaid the $17,475 loan receivable to us.
On August 10, 2012, U.S. HealthwWorks Hajd@ompany, Inc. repaid the $25,000 loan receivables.
On September 20, 2012, Fischbein repai$325 loan receivable to us.

On October 5, 2012, Northwestern ManagerSentices, LLC ("Northwestern") repaid the $15,08h receivable to us and we
sold our 50 shares of Northwestern common stockofat proceeds of $2,233, realizing a gain of 62,8

On October 16, 2012, Blue Coat repaid @00 loan receivable to us.

On October 18, 2012, Hi-Tech Testing Sewjdnc. and Wilson Inspection X-Ray Services, tepaid the $7,200 loan receivable
to us.

On October 19, 2012, Mood Media Corporatigpaid the $15,000 loan receivable to us.

On October 31, 2012, Shearer's Foods(18bearer's") repaid the $37,999 loan receivablestdOn November 7, 2012, we
redeemed our membership interests in Mistral Clofdidgs, LLC, Mistral Chip Holdings 2, LLC and Miat Chip Holdings 3, LLC in
connection with the sale of Shearer's, receivin&b of net proceeds and realizing a gain of apprately $2,027 on the redemption.

89




Table of Contents
On November 8, 2012, Potters Holdings IB.Lrepaid the $15,000 loan receivable to us.
On November 15, 2012, Renaissance Leariiegrepaid the $6,000 loan receivable to us.
On December 3, 2012, VanDeMark Chemicals, lepaid the $29,658 loan receivable to us.
On December 7, 2012, Hudson Products Hgsjimc. ("Hudson") repaid the $6,267 loan recdwad us.
On December 21, 2012, ST Products, LLCidethee $23,162 loan receivable to us.
On December 21, 2012, SG Acquisition, hepaid the $83,242 loan receivable to us.
On February 5, 2013, we sold our $2,00@$tment in Healogics and realized a gain of $6thimninvestment.
On February 25, 2013, we sold our $2,0@0is first lien investment in TNS and realizedaingdf $20 on this investment.
On March 18, 2013, we sold our $2,000 itwesit in J.G. Wentworth and realized a gain of 8@%his investment.

On March 28, 2013, we sold our investmamiéw Meatco Provisions, LLC ("Meatco") for net peeds of approximately $1,965,
realizing a loss of $10,814 on the sale.

On March 29, 2013, we received net proceédd,251 for the partial sale of our equity inwvesnt in Caleel + Hayden, LLC,
realizing a gain of $900 on the sale.

On April 30, 2013, we sold our investmenEischbein for net proceeds of $3,168, recogniaimgalized gain of $2,293 on the
sale. In addition, there is $310 being held in @scvhich will be recognized as additional gainnflavhen received.

On May 16, 2013, Out Rage repaid the $16.|88n receivable to us.

On May 23, 2013, Snacks Holding repaid%h®&,366 loan receivable to us.

On June 3, 2013, Nobel repaid the $15,868 feceivable to us.

On June 4, 2013, Springs repaid the $35 @@ receivable to us.

On June 13, 2013, we sold our $4,000 imrert in SourceHOV and realized a gain of $40 o ithiestment.
On June 14, 2013, we sold our $10,000 imvest in TNS and realized a gain of $117 on thiegtment.

On June 28, 2013, Sandow repaid $30,1@0e0$55,000 loan receivable to us. After the repaytmwe now hold $24,900 of sen
secured debt of Sandow.

In addition to the repayments noted abdueing the year ended June 30, 2013, we receiviadipal amortization payments of $19,568
on several loans, and $99,066 of partial prepaysnerimarily related to Byrider Systems AcquisitiBorp, Capstone, Cargo Airport Services
USA, LLC ("Cargo"), Energy Solutions, NMMB, Northstern, and Sandow.

On January 4, 2012, Energy Solutions gsldas gathering and processing assets ("Gas @wdlitifor a sale price of $199,805, adjusted
for the final working capital settlement, includiagpotential earnout of $28,000 that will be paaddd on the future performance of Gas
Solutions. We do not know the timing, if any, refto this potential earnout and have valued tt80RD at zero as of June 30, 2013. After
expenses, including structuring fees of $9,966 paigs, Energy Solutions received approximately8$d87 in cash. Currently, a loan to Ene
Solutions remains outstanding and is collaterallzgthe cash held by Energy Solutions after the sahsaction. The sale of Gas
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Solutions by Energy Solutions resulted in significaarnings and profits, as defined by the InteR@lenue Code, at Energy Solutions for
calendar year 2012. As a result, distributions fiemergy Solutions to us were required to be recmghas dividend income, in accordance
ASC 946 Financial Services—Investment Companias cash distributions are received from Enerdytims to the extent there are earnings
and profits sufficient to support such recognitibriring the year ended June 30, 2013, Energy Swisitiepaid $28,500 of senior and
subordinated secured debt. We received $19,543kémvhole fees for early repayment of the outstamtban receivables, which was
recorded as interest income during the year endee 30, 2013. During the year ended June 30, 204 3eceived distributions of $53,820
from Energy Solutions which were recorded as divetimcome. Energy Solutions continues to hold $236f cash for future investment and
repayment of the remaining debt.

During the year ended June 30, 2013, wegrized $1,481 of interest income due to purchasm®dnt accretion from the assets acquirec
from Patriot Capital Funding, Inc. ("Patriot"). Inded in the $1,481 recorded during the year elddeé 30, 2013 is $1,111 of normal accre
and $370 of accelerated accretion resulting froerépayment of Hudson. We expect to recognize $240rmal accretion during the three
months ended September 30, 2013.

During the year ended June 30, 2012, wegrized $6,613 of interest income due to purch&smdnt accretion from the assets acquirec
from Patriot. Included in the $6,613 is $3,083 ofmal accretion and $3,530 of accelerated accreéisulting from the repayment of Mac &
Massey Holdings, LLC ("Mac & Massey"), Nupla Corption ("Nupla"), ROM Acquisition Corp and Sport iHedts Holdings, LLC ("Sport
Helmets").

During the year ended June 30, 2011, wegrized $22,084 of interest income due to purchésmunt accretion from the assets acqt
from Patriot. Included in the $22,084 is $4,91ofmal accretion, $12,035 of accelerated accre@sulting from the repayment of Impact
Products, LLC, Label Corp Holdings Inc. and Prireed $4,968 of accelerated accretion resulting fiteerrecapitalization of our debt
investments in Arrowhead General Insurance Agelmzy,("Arrowhead"), The Copernicus Inc. ("Coperrgt Fischbein and Northwestern.
The restructured loans for Arrowhead, Copernicisg;tbein and Northwestern were issued at marketsteomparable to other industry
transactions. In accordance with ASC 320-20-35tst basis of the new loans were recorded at paevahich precipitated the acceleration
of original purchase discount from the loan repaytaevhich was recognized as interest income.
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The following is a quarter-by-quarter sunmynaf our investment activity:

Quarter-End Acquisitions(1) Dispositions(2)
June 30, 201 $ 798,76( $ 321,61!
March 31, 201: 784,39! 102,52
December 31, 201 772,12¢ 349,26
September 30, 201 747,93 158,12:
June 30, 201 573,31 146,29.
March 31, 201: 170,07: 188,39¢
December 31, 201 154,69 120,20t
September 30, 201 222,57" 46,05t
June 30, 201 312,30: 71,73¢
March 31, 201: 359,15: 78,57
December 31, 201 140,93: 67,40¢
September 30, 201 140,95: 68,14¢
June 30, 201 88,97: 39,88:
March 31, 201( 59,31 26,60:
December 31, 2009(. 210,43t 45,49
September 30, 20( 6,06¢€ 24,24
June 30, 200 7,92¢ 3,14¢
March 31, 200¢ 6,35¢ 10,78:
December 31, 200 13,56¢ 2,12¢
September 30, 20( 70,45¢ 10,94¢
June 30, 200 118,91: 61,14¢
March 31, 200¢ 31,79« 28,89:
December 31, 200 120,84t 19,22:
September 30, 20( 40,39¢ 17,94¢
June 30, 200 130,34! 9,851
March 31, 2007 19,70: 7,731
December 31, 200 62,67¢ 17,79¢
September 30, 20( 24,67 2,781
June 30, 200 42,78: 5,75¢%
March 31, 200¢ 15,73 901
December 31, 200 — 3,52
September 30, 20( 25,34 —
June 30, 200 17,54« —
March 31, 200t 7,33 —
December 31, 200 23,77: 32,08:
September 30, 20( 30,37: —
Since inceptior $ 6,352,531 $ 2,089,21

(1) Includes new deals, additional fundings, refinagsiand PIK interest.
(2) Includes scheduled principal payments, prepaysand refinancings.

3) The $210,438 of acquisitions for the quartedtedl December 31, 2009 includes $207,126 of partiovestments
acquired from Patrio
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Investment Valuation

In determining the fair value of our polifoinvestments at June 30, 2013, the Audit Comasittonsidered valuations from the
independent valuation firms and from managemeninigean aggregate range of $4,081,889 to $4,354@@2uding money market
investments.

In determining the range of value for dielstruments, management and the independent vadutitns generally shadow rated the
investment and then based upon the range of ratilegsrmined appropriate yields to maturity fooan rated as such. A discounted cash flow
analysis was then prepared using the appropriatd § maturity as the discount rate, yielding tthieges. For equity investments, the entery
value was determined by applying EBITDA multiples §imilar recent investment sales. For stresseadyempvestments, a liquidation analysis
was prepared.

In determining the range of value for aurdstments in CLOs, management and the indeperdRration firms used discounted cash f
models. The valuations were accomplished througlatialysis of the CLO deal structures to identify tisk exposures from the modeling
point of view. For each security, the most appraterivaluation approach was chosen from alternajypeoaches to ensure the most accurate
valuation for each security. A discounted cash floedel is prepared, utilizing a waterfall enginestore the collateral data, generate collatera
cash flows from the assets, and distributes thie ftaw to the liability structure based on the payrpriorities, and discount them back using
proper discount rates that incorporate all the fiaskors.

The Board of Directors looked at severatdes in determining where within the range to ealue asset including: recent operating and
financial trends for the asset, independent ratoijained from third parties, comparable multigtesrecent sales of companies within the
industry and discounted cash flow models for ouegiments in CLOs. The composite of all these aealyapplied to each investment, was a
total valuation of $4,172,852, excluding money neaiikvestments.

Our portfolio companies are generally lowaddle market companies, outside of the finanegaitor, with less than $150,000 of annual
EBITDA. We believe our market has experienced ledatility than others because we believe therenawee buy and hold investors who own
these less liquid investments.

Control investments offer increased riskl esward over straight debt investments. Operatisglts and changes in market multiples can
result in dramatic changes in values from quadeuarter. Significant downturns in operations ftather result in our looking to recoveries
sales of assets rather than the enterprise valthe dfivestment. Several control investments inpmutfolio are under enhanced scrutiny by out
senior management and our Board of Directors aadliacussed below.

AIRMALL USA, Inc.

AIRMALL is a leading developer and managgairport retail operations. AIRMALL has developadd presently manages all or
substantially all of the retail operations and f@wil beverage concessions at Baltimore/Washingtennational Thurgood Marshall
Airport (BWI), Boston Logan International AirpoBQS), Cleveland Hopkins International Airport (CLaf)d Pittsburgh International
Airport (PIT). AIRMALL does so pursuant to long-tey infrastructure-like contracts with the respeetiaunicipal agencies that own
and operate the airports.

On July 30, 2010, we invested $52,420 ofiltimed debt and equity as follows: $30,000 semontloan, $12,500 senior
subordinated note and $9,920 preferred equity. We 100% of AIRMALL's equity securities. AIRMALL'srfancial performance has
been consistent since the acquisition and we aoatio monitor the medium to long-term growth praspdor the company.
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As a result of improved operating resuhsg, Board of Directors increased the fair valuewfinvestment in AIRMALL to $54,64
as of June 30, 2013, a premium of $3,478 fromritsréized cost, compared to the $3,788 unrealize@dedéation recorded at June 30,
2012.

Ajax Rolled Ring & Machine, Inc.

Ajax forges large seamless steel ringsaanforging mills in the company's York, South Camalfacility. The rings are used in a
range of industrial applications, including in costion equipment and power turbines. Ajax alsavjtes machining and other
ancillary services.

We acquired a controlling equity interesfijax in a recapitalization of Ajax that was cldsan April 4, 2008. We funded $22,000
of senior secured term debt, $11,500 of subordihteien debt and $6,300 of equity as of that clodbwying the fiscal year ended
June 30, 2010, we funded an additional $3,530 @ireel subordinated debt to refinance a third-panplver provider and provide
working capital. Ajax repaid $3,461 of this secusetbordinated debt during the quarter ended Segte8th 2010. During the quarter
ended December 31, 2012, we funded an addition6D$f unsecured debt to refinance first lien deddtl by Wells Fargo.

On April 1, 2013, we refinanced our exigt$B8,472 senior loans to Ajax, increasing the efzsur debt investment to $38,537.
Concurrent with the refinancing, we received repagtrof the $18,635 loans that were previously antding. As of June 30, 2013, we
control 78.01% of the fully-diluted common and mreéd equity. The principal balance of our senilrtdo Ajax was $19,737 and our
subordinated debt was $19,700 as of June 30, 2013.

Due to soft operating results, the Boar®ivéctors decreased the fair value of our investnreAjax to $39,437 as of June 30,
2013, a reduction of $6,057 from its amortized cosmpared to the $11,151 unrealized appreciagoarded at June 30, 2012.

APH Property Holdings, LLC

We make investments in real estate thraughinvestment in APH, a holding company that 0wf68% of the common equity of
APHC. APHC is a Maryland corporation and qualifRBIT for federal income tax purposes.

During the year ended June 30, 2013, weiged $125,892 and $26,648 of debt and equity fivap respectively, to APH for the
acquisition of various industrial and mulitimily residential real estate properties in Flarahd Georgia. We received structuring fee
$4,511 from APH that were recorded as other incdoréng the year ended June 30, 2013. As of Jun2QIB, APHC's real estate
portfolio was comprised of seven investments. Tdileding table shows the mortgages outstandingtdwher parties for each of the
seven properties:

Date of Purchase Mortgage
No. Property Name City Acquisition Price Outstanding
146 Forest
1 Parkway Forest Park, G/ 10/24/201;. $ 7,40C $ —
2 Abbington Pointe Marietta, GA 12/28/201. 23,50( 15,27"
3 Amberly Place Tampa, FL 1/17/201: 63,40( 39,60(
4  Lofton Place Tampa, FL 4/30/201: 26,00( 16,96"
Vista at Palma
5 Sola Bradenton, FlL 4/30/201: 27,00( 17,55(
6 Arlington Park Marietta, GA 5/8/201: 14,85( 9,65(
Pembroke Pines,
7 Arium Resorl GA 6/24/201:  225,00( 157,50(

The Board of Directors set the fair vald®@wor investment in APH to $152,540 as of June281,3, equal to its amortized cost.
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Energy Solutions Holdings In (f/k/a Gas Solutions Holdings, Inc.)

Energy Solutions owns interests in othenganies operating in the energy sector. Thesedeabyerating offshore supply vessels
and ownerships of a naperating biomass plant and several coal minesgyrigolutions subsidiaries formerly owned interésta gas
gathering and processing system in east Texas.

In December 2011, we completed a reorgéinizaf Gas Solutions Holdings, Inc. renaming tbenpany Energy Solutions and
transferring ownership of other operating companigsed by us and operating within the energy ingustth the intent of strategical
expanding Energy Solutions operations across ersgprs. As part of the reorganization, we tramsfeour equity interests in Char
Clean Energy Holdings, Inc. ("CCEHI"), Change Clé&arergy, Inc. ("CCEI"), Freedom Marine Holdings,CI("Freedom Marine") ar
Yatesville Coal Holdings, Inc. ("Yatesville") to Ergy Solutions. On December 28, 2011, we madelafedn investment of $4,750 to
support the acquisition of a new vessel by Vessdtlidgs LLC, a subsidiary of Freedom Marine.

On January 4, 2012, Energy Solutions s@ld Solutions for a sale price of $199,805, adjukiethe final working capital
settlement, including a potential earnout of $28,0tat will be paid based on the future performasfo8as Solutions. After expenses,
including structuring fees of $9,966 paid to usefgy Solutions received approximately $158,687aishc Currently, a loan to Energy
Solutions remains outstanding and is collaterallzgthe cash held by Energy Solutions after the sahsaction. The sale of Gas
Solutions by Energy Solutions has resulted in §iggmt earnings and profits, as defined by therh@eERevenue Code, at Energy
Solutions for calendar year 2012. As a resultrithistions from Energy Solutions to us were requit@the recognized as dividend
income, in accordance with ASC 948nancial Services—Investment Companias cash distributions are received from Energy
Solutions to the extent there are current yeariegsrand profits sufficient to support such rectigni

In determining the value of Energy Solusipwe have utilized two valuation techniques teedwaine the value of the investment.
Our Board of Directors has determined the valueet&26,696 for our debt and equity positions aeR0y 2013 based upon a
combination of a current value method for the daalances of Energy Solutions and a liquidationysialfor our interests in CCEHI,
CCEl, Freedom Marine and Yatesville. At June 3d,28nd June 30, 2012, Energy Solutions, includiegunderlying portfolio
companies affected by the reorganization, was dadi&7,574 below and $63,623 above its amortipst] cespectively. We received
distributions of $53,820 from Energy Solutions thatre recorded as dividend income during the yedeé June 30, 2013. We also
received $19,543 of make-whole fees from EnergytRuis for early repayments of the outstanding $oarhich was recorded as
interest income in the year ended June 30, 2013.

First Tower Holdings of Delaware, LLC
First Tower is a multiline specialty fin@hcompany based in Flowood, Mississippi with ov&d branch offices.

On June 15, 2012, we acquired 80.1% of Fiosver, LLC ("First Tower") businesses for $11®260 cash and 14,518,207
unregistered shares of our common stock. Basedioshare price of $11.06 at the time of issuaneeaequired our 80.1% interest in
First Tower for approximately $270,771. As consédiem for our investment, First Tower Delaware, ethis 100% owned by us,
recorded a secured revolving credit facility toofi$244,760 and equity of $43,193. First Tower Belee owns 80.1% of First Tower
Holdings LLC, the holding company of First ToweheTassets of First Tower acquired include, amohgrahings, the subsidiaries
owned by First Tower, which hold finance receivableaseholds, and tangible property associatddFiist
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Tower's businesses. During the three months enateal 30, 2012, we received $8,075 in structuringrieeme. During the three
months ended December 31, 2012, we funded an adalit$20,000 of senior secured debt to supporbsedly high demand during the
holiday season. As of June 30, 2013, First Towdrtbtal assets of approximately $605,783 includiBg8,327 of finance receivables
net of unearned charges. As of June 30, 2013, Finser's total debt outstanding to parties semarst was $264,760.

Due to a reduction in public market compéaa in the consumer finance industry, the BoarDicéctors set the fair value of our
investment in First Tower at $298,084 as of June283, a discount of $9,869 to its amortized comtpared to $287,953 as of
June 30, 2012, equal to its amortized cost attifme.

Manx Energy, Inc.

Manx was formed for the purpose of rolliqgthe assets of two existing Prospect portfolimganies, Coalbed, LLC ("Coalbed")
and Appalachian Energy Holdings, LLC ("AEH"), bring them under new management, restructuring thetanding debt, and
infusing additional capital to allow for future gvth. Coalbed is the owner of 100% of the outstag@iguity interests of Coalbed
Pipelines, LLC and Coalbed Operator, LLC. Coalbed formed in October 2009 to acquire our outstapdenior secured loan and
assigned interests in Conquest Cherokee, LLC ("Gesit})). Conquest's assets consisted primarily albeal methane reserves in the
Cherokee Basin. AEH was formed in 2006 and is thieew of 100% of the outstanding equity interestEa$t Cumberland L.L.C., a
provider of outsourced mine site development angstraction services for coal production companigsrating in Southern
Appalachia, and C&S Oilfield and Pipeline Constimet a provider of support services to companiggmged in the exploration and
production of oil and natural gas.

On January 19, 2010, we modified the teofrsur senior secured debt in AEH and Coalbed imjuoaction with the formation of
Manx, a new entity consisting of the assets of AEHalbed and Kinley Exploration LLC. The assetthefthree companies were
combined under new common management. We fund@9&2¢ closing to Manx to provide for working cahitA portion of our loans
to AEH and Coalbed was exchanged for Manx prefeeopdty, while our AEH equity interest was convdristo Manx common stock.
There was no change to fair value at the time stfueturing, and we continue to fully reserve amyoime accrued for Manx. During the
year ended June 30, 2011, we made a follow-on sdaebt investments of $750 in Manx to support argoperations. On June 30,
2012, Manx assigned the membership interests autiated operating company debt of Coalbed and &EWolf Energy
Holdings, Inc. ("Wolf"), a newly-formed company oeahby us.

During the quarter ended June 30, 2013jetermined that the impairment of Manx was othanttemporary and recorded a
realized loss of $9,397 for the amount that the réizexl cost exceeded the fair market value. The@ofDirectors set the fair value of
our investment in Manx at $346 as of June 30, 28¥8duction of $154 from its amortized cost, coragdo the $11,028 unrealized
depreciation recorded at June 30, 2012.

The Healing Staff, Inc.

During the three months ended Decembe2@12, we determined that the impairment of Integta@@ontract Services, Inc. ("ICS
was other-than-temporary and recorded a realizexldd$12,198 for the amount that the amortizetl @oseeded the fair market value.
Our remaining investments are in THS and Vets Seguxmerica ("VSA"), wholly owned subsidiaries & $ with ongoing operations.
THS provides outsourced medical staffing servicegavernmental and
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commercial enterprises. VSA provides out-sourcedisty guards staffed primarily using retired ndly and police department
veterans.

During September and October 2007, we piexvi$1,170 to THS for working capital through cwrdstment in ICS. In January
2009, we foreclosed on the real and personal ptwp&tCS. Through this foreclosure process, wagdi1l00% ownership of THS. As
part of its strategy to diversify its revenues Tét&ted VSA as a new business in the latter pa206®. During the year ended June 30,
2011 and the six months ended December 31, 201iade follow-on secured debt investments of $1a1iB8$874, respectively, to
support the ongoing operations of THS and VSA. &i¥e October 19, 2011, the closing date of the bgl VSA of a commercial real
estate asset, $893 of the follow-on secured deksiments were repaid. In early May 2012, we madetderm secured debt
investments of $118 and $42, respectively, to stipghe operations of THS and VSA, which short tefabt was repaid in early June
2012. We made no additional fundings during thensonths ended June 30, 2012 and the fiscal ye@dehshe 30, 2013. In May 2012,
in connection with the implementation of accourisaivable based funding programs for THS and VSt withird party provider we
agreed to subordinate our first priority secuntierest in all of the accounts receivable and atissets of THS and VSA to the third
party provider of that accounts receivable basediig.

Based upon an analysis of the liquidatialug of assets, our Board of Directors determihedair value of our investment in THS
and VSA to be zero at June 30, 2013 and June 3@, 28spectively, a reduction of $3,831 and $37&0 its amortized cost,
respectively.

Wolf Energy Holdings, Inc.

Wolf is a holding company formed to holdW of the outstanding membership interests of @A€oalbed and AEH. The
membership interests of Coalbed and AEH, which wpeesiously owned by Manx, were assigned to Wdietfve June 30, 2012. The
purpose of assignment was to remove those actitien Manx deemed non-core by the Manx convertielst investors who were not
interested in funding those operations. In addjt&ffective June 29, 2012 C&J Cladding Holding Camyg Inc. ("C&J") merged with
and into Wolf, with Wolf as the surviving entityt £he time of the merger, C&J held the remainindistmibuted proceeds from the sale
of its membership interests in C&J Cladding, LL@eTmerger was effectuated in connection with tleader simplification of our
energy investment holdings.

On April 15, 2013, assets previously heldH&M were assigned to Wolf in exchange for a $68,8erm loan secured by the
assets. Our cost basis in this loan of $44,632dessrmined in accordance with ASC 310-Fhubled Debt Restructurings by
Creditors, and is equal to the fair value of assets atithe of transfer and we recorded a realized loskl6f647 in connection with tt
foreclosure on the assets. On May 17 2013, Wotf seftain of the assets that had been previoustythyeH&M that were located in
Martin County to Hibernia for $66,000. Proceedsrfriie sale were primarily used to repay the loahMRI receivable due to us and
we recognized as a realized gain of $11,826 phridfisetting the previously recorded loss. We reed $3,960 of structuring and
advisory fees from Wolf during the year ended J8@e2013 related to the sale and $991 under thealyfeement which was
recognized as other income during the fiscal yaded June 30, 2013.

Based on an increase in the liquidatiomeaf Wolf due to the acquisition of assets presiptheld by H&M, the Board of
Directors increased the fair value of our investtmeWolf to $4,949 as of June 30, 2013, a reductib$3,091 from its amortized cost,
compared to the $7,991 unrealized depreciatiorrdecbat June 30, 2012.

Equity positions in the portfolio are sysidlele to potentially significant changes in valbeth increases as well as decreases, due to
changes in operating results. Two of our portfationpanies,
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Ajax and First Tower Delaware, experienced suchtidl and experienced fluctuations in valuatiarridg the year ended June 30, 2013. The
valuation of Ajax decreased due to declining opegatesults. The value of our equity position ireAjdecreased to zero as of June 30, 2013,
discount of $6,057 to its cost, compared to the 34 unrealized gain recorded at June 30, 2012va&hmtion of First Tower Delaware
decreased due to change in current market conslititime value of our equity position in First Tovdercreased to $33,324 as of June 30, 201:
a discount of $9,869 to its cost, compared to tilaesof $43,193 recorded at June 30, 2012, equd twst. Six of the other controlled
investments have been valued at discounts to tgmalinvestment. Eight of the control investmeats valued at the original investment
amounts or higher. Overall, at June 30, 2013, timtrol investments are valued at $18,517 below trmiortized cost.

We hold three affiliate investments at J8Ae2013. One of our affiliate portfolio companiBsxercraft, experienced a meaningful
decrease in valuation during the year ended Jun2(@3 due to declining operating results. As ofeJ80, 2013Boxercraft is valued at $9,3¢
a reduction of $7,375 to its amortized cost. OveatlJune 30, 2013, affiliate investments are edlat $6,746 below their amortized cost.

With the Non-control/Non-affiliate investmts, generally, there is less volatility relatedto total investments because our equity
positions tend to be smaller than with our conaffiliate investments, and debt investments areggly not as susceptible to large swings in
value as equity investments. For debt investméimstair value is limited on the high side to eémdn's par value, plus any prepayment premi
that could be imposed. Many of the debt investmintkis category have not experienced a significakange in value, as they were previol
valued at or near par value. Non-control/Non-affdi investments did not experience significant gearin valuation and are generally
performing as expected or better than expecteafAsne 30, 2013 and June 30, 2012, four of our-&&mrol/Non-affiliate investments,

ICON Health & Fitness, Inc. ("ICON"), Gulf Coast ktine & Supply Company ("Gulf Coast"), Stryker EqerLLC ("Stryker") and Wind
River Resources Corp. and Wind River Il Corp. ("&/River"), are valued at a significant discounaioortized cost, due to significant
decreases in the operating results of the operatingpanies. Overall, at June 30, 2013, other NantrolBNon-affiliate investments are valued
at $8,427 above their amortized cost, excludingimuestments in ICON, Gulf Coast, Stryker and WRidger, as the remaining companies are
generally performing as or better than expected.

Capitalization

Our investment activities are capital irsigr and the availability and cost of capital &rigical component of our business. We capitalize
our business with a combination of debt and eq@ty:. debt currently consists of a revolving créadility availing us of the ability to borrow
debt subject to borrowing base determinations ardd® Convertible Notes which we issued in Decen®fdi0, February 2011, April 2012,
August 2012 and December 2012, Senior UnsecureelsNand Prospect Capital InterNotes®, which we issyye from time to time, and our
equity capital, which is comprised entirely of coomrequity. The following table shows the Revolvibigedit Facility, Senior Convertible
Notes, Senior Unsecured Notes and InterM® amounts and outstanding borrowings at June 303 20d June 30, 2012:

As of June 30, 201: As of June 30, 201:
Maximum Amount Maximum Amount
Draw Amount Outstanding Draw Amount Outstanding

Revolving Credit Facility $ 552500 $ 124,000 $ 492500 $ 96,00(
Senior Convertible Note $ 847,500 $ 847,50( $ 447,500 $ 447,50(
Senior Unsecured Not: $ 347,728 $ 347,728 $ 100,000 $ 100,00(
InterNote® $ 363,77 $ 363,77 % 20,63¢ $ 20,63¢
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The following table shows the contractualtunity of our Revolving Credit Facility, Senior @ertible Notes, Senior Unsecured Notes
InterNotes® at June 30, 2013:

Payments Due by Perioc

Less than After
Total 1 year 1-3 Years 3-5 Years 5 Years
Revolving Credit Facility $ 124,000 $ — 3 — $ 124,000 $ —
Senior Convertible Note 847,50( — 150,00( 297,50( 400,00(
Senior Unsecured Nott 347,72! — — — 347,72!
InterNote® 363,77 — — — 363,77
Total contractual obligatior ~ $ 1,683,00; $ — $ 150,00 $ 421,500 $ 1,111,50:

We have and expect to continue to fundréiggoof our cash needs through borrowings fromkisarssuances of senior securities,
including secured, unsecured and convertible dehirgties, or issuances of common equity. For Hiity, we maintain a universal shelf
registration statement that allows for the pubffering and sale of our debt securities, commoulstpreferred stock, subscription rights, and
warrants and units to purchase such securities angount up to $3,000,000 less issuances to datef dune 30, 2013, we can issue up to
$1,743,217 of additional debt and equity securitiethe public market under this shelf registratidte may from time to time issue securities
pursuant to the shelf registration statement oervtlse pursuant to private offerings. The issuarfaiebt or equity securities will depend on
future market conditions, funding needs and othetdrs and there can be no assurance that anyssuwemce will occur or be successful.

Revolving Credit Facility

On June 11, 2010, we closed an extensidreapansion of our existing credit facility wittsgndicate of lenders through PCF (the "2010
Facility"). The 2010 Facility, which had $325,0@2al commitments as of June 30, 2011, includedcanrdion feature which allowed the 2C
Facility to accept up to an aggregate total of $800 of commitments, a limit which was met on Seyier 1, 2011. Interest on borrowings
under the 2010 Facility was one-month Libor plus Basis points, subject to a minimum Libor floorl®@0 basis points. Additionally, the
lenders charged a fee on the unused portion Q8 Facility equal to either 75 basis points ifeaist half of the credit facility was used or
100 basis points otherwise.

On March 27, 2012, we renegotiated the Zeddllity and closed on an expanded five-year $88Drevolving credit facility (the "2012
Facility"). The lenders have extended commitmef®562,500 under the 2012 Facility as of June 8032 The 2012 Facility includes an
accordion feature which allows commitments to eased up to $650,000 in the aggregate. The riegpperiod of the 2012 Facility extends
through March 2015, with an additional two year atmation period (with distributions allowed) aftére completion of the revolving period.
During such two year amortization period, all pijyrad payments on the pledged assets will be apptiedduce the balance. At the end of the
two year amortization period, the remaining balandebecome due, if required by the lenders.

The 2012 Facility contains restrictionstpiring to the geographic and industry concentratiof funded loans, maximum size of funded
loans, interest rate payment frequency of fundaddpmaturity dates of funded loans and minimunitggequirements. The 2012 Facility also
contains certain requirements relating to portfpéaformance, including required minimum portfofield and limitations on delinquencies ¢
charge-offs, violation of which could result in tbarly termination of the 2012 Facility. The 201&Hity also requires the maintenance of a
minimum liquidity requirement. At June 30, 2013, were in compliance with the applicable covenants.

Interest on borrowings under the 2012 Rgdd one-month Libor plus 275 basis points withminimum Libor floor. Additionally, the
lenders charge a fee on the unused portion of@ie Facility
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equal to either 50 basis points if at least hathef credit facility is drawn or 100 basis pointsaywise. The 2012 Facility requires us to pledge
assets as collateral in order to borrow under thditfacility. As of June 30, 2013 and June 3Q,20ve had $473,508 and $418,980,
respectively, available to us for borrowing under 2012 Facility, of which the amount outstandingsv$124,000 and $96,000, respectively.
As additional investments that are eligible aredfarred to PCF and pledged under the 2012 FadHi@F will generate additional availability
up to the commitment amount of $552,500. At June2BQ 3, the investments used as collateral foR@1 Facility had an aggregate market
value of $833,310, which represents 31.4% of otiaasets. These assets have been transferred t@P@Rkruptcy remote special purpose
entity, which owns these investments and as shesgtinvestments are not available to our genegditors. PCF, a bankruptcy remote specia
purpose entity and our wholly-owned subsidiarydsdll of these investments at market value asindé 30, 2013. The release of any assets
from PCF requires the approval of the facility agen

In connection with the origination and amherents of the 2012 Facility, we incurred $11,15@eef, including $1,319 of fees carried over
from the previous facility, which are being amaetizover the term of the facility in accordance vAtBC 470-50Debt Modifications and
Extinguishment, of which $6,722 remains to be amortized as oé &t 2013.

During the years ended June 30, 2013, 30n2012 and June 30, 2011, we recorded $9,0828834nd $8,507 of interest costs, unused
fees and amortization of financing costs on ouditfacility as interest expense, respectively.

Senior Convertible Notes

On December 21, 2010, we issued $150,0@@dnegate principal amount of our 6.25% senioredible notes due 2015 (2015 Notes")
for net proceeds following underwriting expensesgbroximately $145,200. Interest on the 2015 Nstesid semi-annually in arrears on
June 15 and December 15, at a rate of 6.25% perg@amencing June 15, 2011. The 2015 Notes matuizecember 15, 2015 unless
converted earlier. The 2015 Notes are convertitile $hares of common stock at an initial convers&e and conversion rate at June 30, 201
of 88.0902 and 88.1429 shares of common stockeatisply, per $1 principal amount of 2015 Notesjchlis equivalent to a conversion price
of approximately $11.35 per share of common steakject to adjustment in certain circumstances.cimersion price in effect at June 30,
2013 was last calculated on the anniversary ofsthisance (December 21, 2012) and will next be &fjusn the next anniversary, unless the
exercise price shall have changed by more thandfé#rdthe anniversary. The conversion rate fol2ES Notes is increased if monthly cash
dividends paid to common shares exceed the rei8.2401125 per share, subject to adjustment.

On February 18, 2011, we issued $172,5@@gregate principal amount of our 5.50% seniowvedible notes due 2016 ("2016 Notes")
for net proceeds following underwriting expensesgbroximately $167,325. Between January 30, 2082 &bruary 2, 2012, we repurchased
$5,000 of our 2016 Notes at a price of 97.5, inicig&commissions. The transactions resulted in ecognizing $10 of loss in the year ended
June 30, 2012. Interest on the remaining $167,5@0D6 Notes is paid semi-annually in arrears dork&y 15 and August 15, at a rate of
5.50% per year, commencing August 15, 2011. Thé& 20dtes mature on August 15, 2016 unless convedéder. The 2016 Notes are
convertible into shares of common stock at anah@onversion rate and conversion rate at Jun2@®3 of 78.3699 and 78.5395 shares,
respectively, of common stock per $1 principal armtaf 2016 Notes, which is equivalent to a conwergirice of approximately $12.73 per
share of common stock, subject to adjustment itatecircumstances. The conversion price in ef&dune 30, 2013 was last calculated or
anniversary of the issuance (February 14, 2012)alhdext be adjusted on the next anniversaryesslthe exercise price shall have changed
by more than 1% before the anniversary. The coioerate for the 2016 Notes is increased when nipietish dividends paid to common
shares exceed the monthly dividend rate of $0.10hEs share.
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On April 16, 2012, we issued $130,000 igragate principal amount of our 5.375% senior cdible notes due 2017 ("2017 Notes") for
net proceeds following underwriting expenses ofrapimately $126,035. Interest on the 2017 Notgsaid semi-annually in arrears on
October 15 and April 15, at a rate of 5.375% pearyeommencing October 15, 2012. The 2017 Notesmaain October 15, 2017 unless
converted earlier. The 2017 Notes are convertitile $hares of common stock at an initial convers&a and conversion rate at June 30, 201
of 85.8442 and 86.1162 shares of common stockeatisply, per $1 principal amount of 2017 Notesjchlis equivalent to a conversion price
of approximately $11.61 per share of common stsukject to adjustment in certain circumstances.ctimyersion price in effect at June 30,
2013 was last calculated on the anniversary ofsthigance (April 16, 2012) and will next be adjustedhe next anniversary, unless the
exercise price shall have changed by more thandférdthe anniversary. The conversion rate fo2thE7 Notes is increased when monthly
cash dividends paid to common shares exceed théhipatividend rate of $0.10150 per share.

On August 14, 2012, we issued $200,00@gregate principal amount of our 5.75% senior cdile notes due 2018 ("2018 Notes") for
net proceeds following underwriting expenses ofrapimately $193,600. Interest on the 2018 Notgsisl semi-annually in arrears on
March 15 and September 15, at a rate of 5.75% ¢t gommencing March 15, 2013. The 2018 Notesmaatu March 15, 2018 unless
converted earlier. The 2018 Notes are convertifile $hares of common stock at an initial conversite and conversion rate at June 30, 201
of 82.3451 shares of common stock per $1 prin@pabunt of 2018 Notes, which is equivalent to a evsion price of approximately $12.07
per share of common stock, subject to adjustmeagitain circumstances. The conversion price habeen adjusted since the issuance
(August 14, 2012) and will next be adjusted onfitet anniversary, unless the exercise price diealle changed by more than 1% before the
anniversary. The conversion rate for the 2018 Nistéscreased when monthly cash dividends paidtomon shares exceed the monthly
dividend rate of $0.101600 per share.

On December 21, 2012, we issued $200,0@@dnegate principal amount of 5.875% senior cdiblernotes due 2019 (the "2019 Notes")
for net proceeds following underwriting and othepenses of approximately $193,600. Interest or2@39 Notes is paid semi-annually in
arrears on January 15 and July 15, at a rate @5%8er year, commencing July 15, 2013. The 20lt@Nmature on January 15, 2019 unless
converted earlier. The 2019 Notes are convertitile $hares of common stock at an initial convers&a and conversion rate at June 30, 201
of 79.7766 shares of common stock per $1 prin@pabunt of 2019 Notes, which is equivalent to a ession price of approximately $12.54
per share of common stock, subject to adjustmecgitain circumstances. The conversion price habeen adjusted since the issuance
(December 21, 2012) and will next be adjusted erfitlst anniversary, unless the exercise pricel $laale changed by more than 1% before the
anniversary. The conversion rate for the 2019 Nistéscreased when monthly cash dividends paidtoraon shares exceed the monthly
dividend rate of $0.110025 per share.

In no event will the total number of shaoégommon stock issuable upon conversion excee®P98 per $1 principal amount of the 2015
Notes (the "conversion rate cap"), except thathéoextent we receive written guidance or -action letter from the staff of the Securities and
Exchange Commission (the "Guidance") permittingouadjust the conversion rate in certain instamg#ésout regard to the conversion rate cay
and to make the 2015 Notes convertible into cergfierence property in accordance with certainassifications, business combinations, asse
sales and corporate events by us without regatfietoonversion rate cap, we will make such adjustsneithout regard to the conversion rate
cap and will also, to the extent that we make arphsadjustment without regard to the conversioa cap pursuant to the Guidance, adjust the
conversion rate cap accordingly. We will use ounowercially reasonable efforts to obtain such Guidaas promptly as practicable.
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Prior to obtaining the Guidance, we wilt emgage in certain transactions that would réswdn adjustment to the conversion rate of the
2015 Notes increasing the conversion rate beyorat wivould have been in the absence of such tctiosaunless we have engaged in a
reverse stock split or share combination transacieh that in our reasonable best estimationgdhgersion rate following the adjustment for
such transaction will not be any closer to the epsion rate cap than it would have been in theratgsef such transaction.

Upon conversion, unless a holder convdtés a record date for an interest payment butrgiddhe corresponding interest payment date,
the holder will receive a separate cash paymefit rggpect to the Notes surrendered for conversipresenting accrued and unpaid interest tc
but not including the conversion date. Any suchrpegt will be made on the settlement date applicibthe relevant conversion on the 2015
Notes and 2016 Notes (collectively, "Senior ConbértNotes").

No holder of Senior Convertible Notes vl entitled to receive shares of our common stpoaiwconversion to the extent (but only to
extent) that such receipt would cause such comgeholder to become, directly or indirectly, a bigsial owner (within the meaning of
Section 13(d) of the Securities Exchange Act of4188d the rules and regulations promulgated theleimf more than 5.0% of the shares of
our common stock outstanding at such time. The Si@ftation shall no longer apply following the efftive date of any fundamental change.
We will not issue any shares in connection withabeversion or redemption of the Notes which waddal or exceed 20% of the shares
outstanding at the time of the transaction in adance with NASDAQ rules.

Subject to certain exceptions, holders neayiire us to repurchase, for cash, all or patheif Notes upon a fundamental change at a pric
equal to 100% of the principal amount of the Nditemg repurchased plus any accrued and unpaiesitep to, but excluding, the fundame
change repurchase date. In addition, upon a fund@iehange that constitutes a non-stock changentfol we will also pay holders an
amount in cash equal to the present value of albimging interest payments (without duplicationtod foregoing amounts) on such Senior
Convertible Notes through and including the mayudite.

In connection with the issuance of the 8e@ionvertible Notes, we incurred $27,032 of fedscty are being amortized over the terms of
the notes in accordance with ASC 470-Bept Modifications and Extinguishmenté$,which $20,254 remains to be amortized and ikiated
within deferred financing costs on the consolidattedements of assets and liabilities as of Jun@@LB.

During the years ended June 30, 2013, 30n2012 and June 30, 2011, we recorded $45,8281$2 and $9,090 of interest costs and
amortization of financing costs on the Senior Caotible Notes as interest expense, respectively.

Senior Unsecured Notes

On May 1, 2012, we issued $100,000 in agapeeprincipal amount of 6.95% senior unsecuredsdte 2022 for proceeds net of offering
expenses of $97,000 (the "2022 Notes"). Interesher?2022 Notes is paid quarterly in arrears onustd5, November 15, February 15 and
May 15, at a rate of 6.95% per year, commencingugust 15, 2012. The 2022 Notes mature on Noverhbe2022. These notes will be our
direct unsecured obligations and rank equally witlof our unsecured senior indebtedness from torteme outstanding.

On March 15, 2013, we issued $250,000 gregpte principal amount of 5.875% senior unsecoodes due 2023 (the "2023 Notes") for
net proceeds following underwriting and other exgeenof approximately $245,885. Interest on the 20@@s is paid semi-annually. The 2023
Notes matured on March 15, 2023. These notes witllr direct unsecured obligations and rank equeltly all of our unsecured seni
indebtedness from time to time outstanding.
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In connection with the issuance of the 2B@®2es and 2023 Notes (collectively the "Senior étnsed Notes"), we incurred $7,480 of fees
which are being amortized over the term of the :igteaccordance with ASC 470-3Debt Modifications and Extinguishment$,which $7,11:
remains to be amortized and is included within def&financing costs on the consolidated statenmefrassets and liabilities.

During the years ended June 30, 2013 ane 30, 2012, we recorded $11,672 and $1,178 afisiteosts and amortization of financing
costs on the Senior Unsecured Notes as intereshegprespectively.

Prospect Capital InterNote®

On February 16, 2012, we entered into &rgefgent Agreement (the "Selling Agent Agreeméntith Incapital LLC, as purchasing
agent for our issuance and sale from time to timgao $500,000 of Prospect Capital InterNoted® (tinterNotes® Offering"), which was
subsequently increased to $1,000,000. Additionehtgappointed by us from time to time in connectidth the InterNotes Offering may
become parties to the Selling Agent Agreement.

These notes are direct unsecured seni@ations and will rank equally with all of our usged senior indebtedness outstanding. Each
series of notes will be issued by a separate ffingise notes bear interest at fixed interest eatdffer a variety of maturities no less than
twelve months from the original date of issuance.

During the year ended June 30, 2013, weei$$343,139 in aggregate principal amount of @asfect Capital InterNotes® for net
proceeds of approximately $334,243. These notes issued with stated interest rates ranging fr@28%.to 6.63% with a weighted average
rate of 5.59%. These notes mature between Jul2Qt and June 15, 2043.
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The bonds outstanding as of June 30, 264:3 a

Weighted
Average
Principal Interest Rate Interest

Date of Issuance Amount Range Rate Maturity Date
March 1, 201z March 8, 201: $ 5,46¢ 6.90%- 7.00% 6.97% March 15, 202
April 5, 2012- April 26, 2012 8,51¢ 6.50%- 6.85% 6.72% April 15, 202¢
June 14, 201 2,651 6.95% 6.95% June 15, 20z
June 28, 201 4,00(¢ 6.55% 6.55% June 15, 201
July 6, 2012- July 26, 201: 20,92¢ 6.20%- 6.45% 6.31% July 15, 201
August 2, 201:- August 23, 201. 17,54t 6.05%- 6.15% 6.09% August 15, 201
September 7, 2012 - September 2

2012 29,40¢ 5.85%- 6.00% 5.92% September 15, 20
October 4, 201, 7,172 5.70% 5.7%  October 19, 201
November 23, 201- November 29,

2012 13,754 5.00%- 5.13% 5.09% November 15, 201
November 29, 201 1,97¢ 5.75% 5.7% November 15, 202
November 23, 201- November 29,

2012 16,435 6.50%- 6.63% 6.58% November 15, 204
December 6, 2012 - December 2€

2012 9,33¢ 4.50%- 4.86% 4.7% December 15, 20:
December 6, 201 1,127 5.63% 5.62% December 15, 20!
December 13, 2012 - December 2

2012 3,70z 5.00%- 5.13% 5.11% December 15, 20:
December 6, 2012 - December 28

2012 22,96¢ 6.00%- 6.38% 6.21% December 15, 20«
January 4, 201- January 31, 201 4,427 4.00%- 4.375% 4.1%  January 15, 20:
January 4, 201- January 31, 201 2,38¢  4.50%- 4.875% 478  January 15, 20
January 4, 201- January 31, 201 9,33t 5.50%- 5.875% 5.65%  January 15, 20¢
February 4, 2013 - February 28,

2013 2,61¢ 4.00% 4.0% February 15, 20z
February 4, 2013 - February 28,

2013 664 4.50% 4.5(% February 15, 20z
February 4, 2013 - February 28,

2013 4,62: 5.50% 5.5(% February 15, 20¢
March 4, 2013 March 28, 201« 3,832 4.00% 4.0(% March 15, 202
March 4, 2013 March 28, 201« 984 4.125%- 4.50% 4.2 March 15, 203
March 4, 2013 March 28, 201 4,30¢ 5.50% 5.5(% March 15, 204
March 14, 201:- March 28, 201: 1,22t L+3.00% 3.21% March 15, 202
April 4, 2013- April 25, 2013 29,52¢ 4.50%- 5.00% 4.96% April 15, 202(
April 4, 2013- April 25, 2013 264 L+3.50% 3.7¢% April 15, 202!
April 4, 2013- April 25, 2013 5,16¢ 4.63%- 5.50% 5.3%% April 15, 203:
April 4, 2013- April 25, 2013 12,28( 6.00% 6.0(% April 15, 204:
May 2, 201z May 31, 201: 42,48 5.00% 5.00% May 15, 202
May 2, 2013 May 31, 201: 10,00( 5.00% 5.00% May 15, 202
May 2, 201z May 31, 201: 7,54¢ 5.75% 5.7%% May 15, 203
May 2, 2013 May 31, 201: 33,64 6.25% 6.25% May 15, 204
June 6, 201- June 27, 201 9,90¢ 5.00%- 5.25% 5.04% June 15, 20z
June 6, 201- June 27, 201 5,00( 5.00% 5.0(% June 15, 20z
June 6, 201- June 27, 201 1,707 5.75%- 6.00% 5.85% June 15, 20¢
June 6, 201- June 27, 201 6,857 6.25%- 6.50% 6.31% June 15, 204

$ 363,77

In connection with the issuance of the Peas Capital InterNotes®, we incurred $10,598 ekfevhich are being amortized over the term
of the notes in accordance with ASC 47056pt Modifications and Extinguishment$ which $10,248 remains to be amortized and is
included within deferred financing costs on thesmidated statements of assets and liabilities.
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During the years ended June 30, 2013 ane 30, 2012, we recorded $9,707 and $276 of inteosss and amortization of financing costs
on the Prospect Capital InterNotes® as interestes@, respectively.

Net Asset Value

During the year ended June 30, 2013, veeda$1,179,084 of additional equity, net of offgroosts, by issuing 106,752,517 shares of ou
common stock. The following table shows the calidoifaof net asset value per share as of June 33 a06d June 30, 2012:

As of June 30, 201: As of June 30, 201:

Net Assets $ 2,656,49. $ 1,511,97.
Shares of common stock outstand 247,836,96 139,633,87
Net asset value per she $ $10.7: $ 10.8:¢

Results of Operations

Net increase in net assets resulting frperations for the years ended June 30, 2013, 20d.2@11 was $220,856, $190,904 and
$118,238, respectively, representing $1.07, $16i7$1.38 per weighted average share, respectielyng the year ended June 30, 2013, we
experienced net unrealized and realized losse&®f,$68 or approximately $0.50 per weighted avesigee primarily due to the reduction in
the fair value of our investments in Ajax, Boxeftand First Tower because of changes in curremketaonditions and Energy Solutions for
which we received $19,543 of make-whole fees folygapayment of the outstanding loan and divideoid$53,820 during the year, which
were recorded as interest and dividend incomegesgly, reducing the amount previously recordediarealized appreciation. These losses
were partially offset by net realized gains frora #ale of assets in Wolf, assets formerly held &tHand distributions received from our
escrow receivable account, primarily from NRG. Dgrthe year ended June 30, 2012, we experiencathredlized and realized gains of
$4,220 or approximately $0.04 per weighted aveshgee primarily from significant write-ups of omvestments in Ajax, Energy Solutions
and R-V, and our sale of NRG for which we realizeghin of $36,940. These instances of appreciatene partially offset by unrealized
depreciation in Biotronic, H&M, Meatco, NMMB, Strgk and Wind River.

Net investment income decreased on a weibaterage per share basis from $1.63 to $1.5hdoyears ended June 30, 2012 and 2013,
respectively. The decrease is primarily due ton@neiase of $6,500 in accrued excise as the refsuitdisturbed ordinary income at
December 31, 2012 and expected at December 31, 26ddigher levels of cash awaiting deploymenirduthe year ended June 30, 2013.
Net investment income increased on a weighted gequar share basis from $1.10 to $1.63 for thesyeladed June 30, 2011 and 2(
respectively. This increase is primarily due toshée of NRG, for which we received a $26,936 makele fee for early repayment of the
outstanding loan, which was recorded as interesine in the year ended June 30, 2012, and an seiralividend income received from
Energy Solutions and NRG of $38,000 and $11,4Xsheetively. These increases were partially offged 815,471 decline in interest income
from purchase discount accretion from the assefsigea from Patriot.

While we seek to maximize gains and minarlasses, our investments in portfolio companiesecg@ose our capital to risks greater than
those we may anticipate. These companies are tigpieat issuing securities rated investment grde/e limited resources, have limited
operating history, have concentrated product loresustomers, are generally private companies hvitibed operating information available
and are likely to depend on a small core of managetalents. Changes in any of these factors ce@ aaignificant impact on the value of the
portfolio company.
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Investment Income

We generate revenue in the form of inteiresime on the debt securities that we own, divid@eome on any common or preferred stock
that we own, and fees generated from the strugwimew deals. Our investments, if in the forndebt securities, will typically have a ternr
one to ten years and bear interest at a fixedatifig rate. To the extent achievable, we will siekollateralize our investments by obtaining
security interests in our portfolio companies' &ssé/e also may acquire minority or majority equitierests in our portfolio companies, which
may pay cash or in-kind dividends on a recurringtberwise negotiated basis. In addition, we mayegate revenue in other forms including
prepayment penalties and possibly consulting féeg.such fees generated in connection with ourstments are recognized as earned.

Investment income, which consists of inteirecome, including accretion of loan originatiees and prepayment penalty fees, dividend
income and other income, including net profits iests revenue, overriding royalty interests andcstiring fees, was $576,336, $320,910, and
$169,476, for the years ended June 30, 2013, Jyr2032 and June 30, 2011, respectively. Duringyéfa ended June 30, 2013, the increase
in investment income is primarily the result obager income producing portfolio, increased strinty advisory and amendment fees from
deployment of additional capital in revenue-prodgcassets, make-whole fees from Energy Solutioneddy repayment of our outstanding
loan, and increased dividends received from En&ajytions and R-V.

The following table describes the varioamponents of investment income and the relateddefedebt investments:

Year Ended Year Ended Year Ended
June 30, 2013 June 30, 2012 June 30, 2011
Interest incomt $ 43545' $§ 21953t $§ 134,45.
Dividend income 82,70! 64,88 15,09:
Other income 58,17¢ 36,49 19,93(
Total investment incom $ 576,33t $ 320,91 $ 169,47t
Average debt principal of
performing investment $ 2,878,42 $ 1,466,70. $ 871,40(
Weighted average interest rate
earned on performing ass: 15.1% 15.(% 15.2%

Average interest income producing assets frcreased from $871,400 for the year ended 30n2011 to $1,466,703 for the year endec
June 30, 2012 to $2,878,421 for the year ended 30n2013. The average yield on performing intelbestring assets remained relatively
consistent over the three year period.

Investment income is also generated frorddnds and other income. Dividend income incredismd $64,881 for the year ended
June 30, 2012 to $82,705 for the year ended Jun203@. This $17,824 increase in dividend incomgrimarily attributed to an increase in
level of dividends received from our investment&irergy Solutions and R-due to increased profits generated by the paotimbmpanies. W
received dividends from Energy Solutions of $53,880 $47,850 during the years ended June 30, 2td. 3ume 30, 2012, respectively. The
sale of Gas Solutions by Energy Solutions has teguh significant earnings and profits, as defibgdhe Internal Revenue Code, at Energy
Solutions for calendar year 2012. As a resultrithistions from Energy Solutions to us were recogdias dividend income, in accordance with
ASC 946 Financial Services—Investment Companias cash distributions are received from Enerduti®ms to the extent there are earnings
and profits sufficient to support such recognitidve received dividends from R-V of $24,462 and $888ng the years ended June 30, 2013
and June 30, 2012, respectively. The $24,462 dadieinds received from R-V
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during the year ended June 30, 2013 include a $31JBtribution as part of R's recapitalization in November 2012 for which previded ar
additional $9,500 of senior secured financing. iFleeeases in dividend income from our investmemtSnergy Solutions and R-V were offset
by a reduction in dividends received from NRG. Weeived dividends from NRG of $15,011 during tharyended June 30, 2012. There were
no dividends from NRG received during the year endlene 30, 2013 as NRG has been sold.

Dividend income increased from $15,092thar year ended June 30, 2011 to $64,881 for thegraded June 30, 2012. This $49,789
increase in dividend income is primarily attributecan increase in the dividends received fromiouestments in Energy Solutions and NRG
due to increased profits generated by the portimimpanies. We received dividends from NRG of $15,8nd $3,600 during the years ended
June 30, 2012 and June 30, 2011, respectively.edfdved dividends from Energy Solutions of $47,8668 $9,850 during the years ended
June 30, 2012 and June 30, 2011, respectivelysaleeof Gas Solutions by Energy Solutions has teduh significant earnings and profits, as
defined by the Internal Revenue Code, at Energytiois for calendar year 2012. As a result, digtidns from Energy Solutions to us were
recognized as dividend income, in accordance wBICA46 Financial Services—Investment Companias cash distributions are received
from Energy Solutions to the extent there are eashand profits sufficient to support such recagnit

Other income has come primarily from stouicty fees, overriding royalty interests, and setiént of net profits interests. Comparing the
year ended June 30, 2012 to the year ended Jui2® BB, income from other sources increased from4d®6to $58,176, respectively. Tl
$21,683 increase is primarily due to $52,699 afcttiring fees recognized during the year ended 30n2013 primarily from our investments
in APH, Arctic Glacier, Broder, InterDent, Progrerj Ryan, TransPlace, USC and Wolf originationgamparison to $26,443 of structuring
fees recognized during the year ended June 30, 012 $26,256 increase in structuring fees isiplfyrtoffset by a decrease in advisory fees
recognized during the year ended June 30, 2013 duummvestments in Energy Solutions and NRG. Weired $8,783 of advisory fees from
Energy Solutions and NRG during the year ended 30n2012. No such fee was received during the geded June 30, 2013. The remaining
$4,210 increase is primarily due to $4,122 of royyalcome recognized during the year ended Jun@DB primarily from First Tower and
Wolf, in comparison to $224 of royalty income renaggd during the year ended June 30, 2012.

Comparing the year ended June 30, 201ietge¢ar ended June 30, 2012, income from othecssumcreased from $19,930 to $36,493.
This $16,563 increase is primarily due to $14,1B3taucturing and advisory fees recognized durivegytear ended June 30, 2012 from our
investments in Energy Solutions and NRG. The remgifi2,426 increase is primarily due to $21,088tadicturing fees recognized, excluding
those received from our investments in Energy Smistand NRG, during the year ended June 30, 2@dfagly from the Capstone, First
Tower, Naylor, LLC and Totes Isotoner Corporatitthofes") originations, in comparison to $18,494tficturing fees recognized during the
year ended June 30, 20:

Operating Expenses

Our primary operating expenses consisheéstment advisory fees (base management and inicozertive fees), borrowing costs, legal
and professional fees and other operating and eadrrelated expenses. These expenses includelaeatdé portion of overhead under the
Administration Agreement with Prospect Administoatiunder which Prospect Administration provides enistrative services and facilities for
us. Our investment advisory fees compensate Pro§agital Management (the "Investment Adviser")itsrwork in identifying, evaluating,
negotiating, closing and monitoring our investmeWie bear all other costs and expenses of our tipesaand transactions in accordance with
our Administration Agreement with Prospect Admirasibn. Operating expenses were $251,412, $1340d6575,255 for the years ended
June 30, 2013, June 30, 2012 and June 30, 201katesely.
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The base investment advisory expenses 389800, $35,836 and $22,496 for the years endwsel 30, 2013, June 30, 2012 and June 30
2011, respectively. These increases are diredtdyee to our growth in total assets. For the yeaded June 30, 2013, June 30, 2012 and
June 30, 2011, income incentive fees incurred $8ig231, $46,761 and $23,555, respectively. Thed¥®dincrease in the income incentive
fee for the year ended June 30, 2013 is drivembpeaease in pr@centive fee net investment income of $172,80tharily due to an increa
in interest income from a larger asset base. Ndalagains incentive fee has yet been incurredyansto the Investment Advisory Agreement.

During the years ended June 30, 2013, 30n2012 and June 30, 2011, we incurred $76,34,583 and $17,598, respectively, of
expenses related to our 2012 Facility, InterNoteS@&ior Unsecured Notes and Senior Convertible Ndtesse expenses are related direct
the leveraging capacity put into place for eacthote years and the levels of indebtedness acturadlgrtaken in those years. The table below
describes the various expenses of our 2012 FadilitgrNotes®, Senior Unsecured Notes and Seniov&tible Notes and the related
indicators of leveraging capacity and indebtedmukesig these years.

Year Ended Year Ended Year Ended
June 30, 201: June 30, 2017 June 30, 2011
Interest on borrowing $ 62,657 $ 27,34t $ 9,861
Amortization of deferred financing cos 8,28: 8,51( 5,36¢
Commitment and other fe: 5,401 2,67¢ 2,371
Total $ 76,34, $ 38,53: $ 17,59¢
Weightec-average debt outstandil $ 1,066,360 $ 502,03t $ 176,27
Weighted average interest rate on borrowings
(excluding amortization and undrawn facility fe 5.8&% 5.45% 5.5¢%
Facility amount at beginning of ye $ 492,50 $ 325,000 $ 210,00(

The increase in interest expense for tlze gaded June 30, 2013 is primarily due to theaisse of the 2022 Notes, 2023 Notes and the
Senior Convertible Notes on April 16, 2012, Augist 2012 and December 21, 2012, for which we iresli#34,551 of collective interest
expense. The weighted average interest rate onwimgs (excluding amortization and undrawn facifggs) increased from 5.45% to 5.889
of June 30, 2012 and June 30, 2013, respectivéig.ilcrease is primarily due to a decrease izatibn of our credit facility in favor of
longer term financing.

The allocation of overhead expense fromspeot Administration was $8,737, $6,848 and $4f67 ¢he years ended June 30, 2013, 2012
and 2011, respectively. As our portfolio continteegrow, we expect Prospect Administration to awndi to increase the size of its
administrative and financial staff.

Total operating expenses, net of investradmisory fees, interest costs, excise tax andailon of overhead from Prospect
Administration ("Other Operating Expenses"), weBe893, $6,337 and $6,627 for the years ended Jun203 3, 2012 and 2011, respectively.
The increase in Other Operating Expenses duringebeended June 30, 2013 when compared to theepdad June 30, 2012 is primarily the
result of a $1,000 insurance claim settlementdgal fees expensed in previous periods that wasvest during the year ended June 30, 2012
The decrease in Other Operating Expenses duringetfieended June 30, 2012 when compared to theepelad June 30, 2011 is primarily the
result of a $1,000 insurance claim settlementdgal fees expensed in previous periods that wasvest during the year ended June 30, 2012

Net Investment Income

Net investment income represents the diffee between investment income and operating egpe@air net investment income was
$324,924, $186,684 and $94,221 for the years eddeel 30, 2013, June 30, 2012 and June 30, 20pEatesely, or $1.57 per share, $1.63 pe
share and $1.10 per
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share, respectively. The $138,240 increase foydlae ended June 30, 2013 is primarily due to arease of $215,919 in interest income, dt
the increased size of our portfolio for which werdaecognized additional interest income. The $255jncrease in investment income is
offset by an increase in operating expenses of $867 primarily due to a $68,524 increase in adyi$ees due to the growing size of our
portfolio and related income, and $37,807 of addi interest and credit facility expenses. Fordalendar year ended December 31, 2012, w
elected to retain a portion of our annual taxabt®ime and have paid $4,500 for the excise tax dtethe filing of the return. As of June 30,
2013, we have $2,000 accrued as an estimate afiaders of the excise tax due for the calendar geding December 31, 2013. The per
share decrease is primarily due to an increasé,608 in excise taxes and higher levels of cashtegaleployment during the year ended
June 30, 2013.

The $92,463 increase for the year ended 3002012 is primarily due to a $151,434 increasevestment income offset by an increas
operating expenses of $58,971. The $151,434 ineliedaavestment income is due to increases of 885,849,789 and $16,563 in interest
income, dividend income and other income, respelstidue to the increased size of our portfoliovidvich we have recognized additional
interest income, dividends, structuring fees andsady fees recognized primarily from our investrisein Energy Solutions, First Tower and
NRG. In conjunction with the sale of NRG we alsoaiged a $26,936 ma-whole fee for early repayment of the outstandman| which was
recorded as interest income in the year ended 3an2012. The offsetting $58,971 increase in opeyaxpenses is primarily due to a $36,45¢€
increase in advisory fees due to the growing sizeup portfolio and related income, $20,936 of aiddial interest and credit facility expenses
and a $1,869 increase in overhead allocated frasgect Administration.

Net Realized (Losses) Gains, (Decrease) IncreaseNiat Assets from Net Changes in Unrealized Appredian/Depreciation

Net realized (losses) gains were ($26,283§,588 and $16,465 for the years ended June033, dune 30, 2012 and June 30, 2011,
respectively. The net realized loss for the yeaednJune 30, 2013 was primarily due to the saMegzitco (realized loss of $10,814), the other
thantemporary impairment of ICS (realized loss of $1Z)land restructuring of the H&M debt in conjunatiwith the foreclosure on the as:
of H&M (realized loss of $19,647). These lossesengartially offset by net realized gains from th&ef our assets in Wolf (realized gain of
$11,826), assets formerly held by H&M, and disttibs received from our escrow receivable accaouniyarily NRG (resulting in realized
gains of $3,252). The net realized gain for theryemled June 30, 2012 was due primarily to theadNRG common stock for which we
realized a gain of $36,940 and the sale of ourtgdptierests in Copernicus, C&J, Fairchild IndustProducts, Co., Fischbein, Mac & Massey,
Nupla and Sport Helmets for which we realized altghin of $14,317. These gains were offset byimpairment of Deb Shops. During t
year ended June 30, 2012, Deb Shops filed for logtdy and a plan for reorganization was proposéeé. glan was approved by the bankru
court and our debt position was eliminated withpagment to us. We determined that the impairmetedf Shops was other-than-temporary
on September 30, 2011 and recorded a realizeafdkk4,607 for the full amount of the amortizedtcdhie asset was completely written off
when the plan of reorganization was approved. Biegeaalized gain for the year ended June 30, 2@sldue primarily to gains from the sales
of our common equity in Fischbein and Miller of 883 and $7,977, respectively.
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Net (decrease) increase in net assetsdtmnges in unrealized (depreciation) appreciatias ($77,834), ($32,368), and $7,552 for the
years ended June 30, 2013, June 30, 2012 and OuB6M8L, respectively, or ($0.37) per share, ($0p28 share and $0.09 per sh:
respectively. For the year ended June 30, 20137334 decrease in net assets from the net chiangeealized depreciation was driven by
reduction in the fair value of our investments ijad Boxercraft and First Tower because of chamgesirrent market conditions and Energy
Solutions for which we received $19,543 of makesle fees for early repayment of the outstand@amland distributions of $53,820 during
year, which were recorded as interest and divideooime, respectively, reducing the amount previptstorded as unrealized appreciati
These instances of unrealized depreciation wet@appoffset by the elimination of the unrealizddpreciation resulting from the H&M
foreclosure mentioned above. For the year endeel 3002012, the $32,368 decrease in net assetdlionmet change in unrealized
appreciation/depreciation was driven by write-dowh$68,197 related to our investments in H&M, Mma&nd Stryker, as well as the
elimination of the unrealized appreciation resgjtirom the sale of NRG mentioned above. The urmedldepreciation was partially offset by
unrealized appreciation of approximately $34,718teel to our investments in Ajax and R-V. For tieayended June 30, 2011, the $7,552
increase in net assets from the net change in liz@dappreciation was driven by significant writps of $54,916 related to our investments ir
Ajax, Biotronic, ESHI, Iron Horse, NRG and SportliMets. The unrealized appreciation were partiaffyes by unrealized depreciation of
approximately $35,689 related to our investmentd&M, ICS, Manx, Shearer's, Stryker, and $10,848tesl to the repayment of Prince.

Financial Condition, Liquidity and Capital Resources

For the years ended June 30, 2013, Jun203@, and June 30, 2011, our operating activitsesl$1,811,101, $287,881 and $581,609 of
cash, respectively. There were no investing a@i#vitor the years ended June 30, 2013, June 3@, &@d June 30, 2011. Financing activities
provided cash flows of $1,868,250, $289,214 an®¥BR) for the years ended June 30, 2013, Juned3@, @hd June 30, 2011, respectively.
Dividends paid were $242,301, $127,564 and $91f@dthe years ended June 30, 2013, June 30, 2ai 2ware 30, 2011, respectively.

Our primary uses of funds have been toioaatto invest in portfolio companies, through bd#bt and equity investments, repay
outstanding borrowings and to make cash distrilmstto holders of our common stock.

Our primary sources of funds have beeraisses of debt and equity. We have and may contmfund a portion of our cash needs
through borrowings from banks, issuances of sesgourities or secondary offerings. We may alsor#t&reia portion of our investments in
mezzanine or senior secured loans or other ag3etobjective is to put in place such borrowingsiider to enable us to expand our portfolio.
During the year ended June 30, 2013, we borrow@8 820 and made repayments totaling $195,000 unde2012 Facility. As of June 30,
2013, we had $124,000 outstanding on our revoleiedlit facility, $847,500 outstanding on our Sermnvertible Notes, $347,725
outstanding on our Senior Unsecured Notes and $383jutstanding on InterNotes®. (Seapitalization.)

Undrawn committed revolvers incur commitinfees ranging from 0.50% to 2.00%. As of JuneZ81,3 and June 30, 2012, we have
$202,518 and $180,646 of undrawn revolver commitsmour portfolio companies, respectively.

Our Board of Directors, pursuant to the JWand General Corporation Law, executed Articled\ofendment to increase the number of
shares authorized for issuance from 200,000,080®000,000 in the aggregate. The amendment beetientive July 30, 2012.
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On October 29, 2012, our Registration Stat@ on Form N-2 was declared effective by the SHE@ler this Shelf Registration Statement,
we can issue up to an additional $1,743,217 of debitequity securities in the public market at JB®e2013.

We also continue to generate liquidity thgb public and private stock offerings.

On June 1, 2012, we entered into an ATMyRnm with KeyBanc through which we could sell, bgans of at-the-market offerings from
time to time, of up to 9,500,000 shares of our camrstock. During the period from July 2, 2012 tty iR, 2012, we sold 2,247,275 shares of
our common stock at an average price of $11.5%Ipare, and raised $26,040 of gross proceeds, tmel&TM Program. Net proceeds were
$25,779 after commission to KeyBanc on shares sold.

On July 16, 2012, we issued 21,000,000eshaf our common stock at $11.15 per share (oi0$1der share net proceeds excluding
expenses), raising $234,150 of gross proceeds.

On July 27, 2012, we issued 3,150,000 shareonnection with the exercise of an option tgeiwith the July 12, 2012 offering of
21,000,000 shares which were delivered July 162 2Hising an additional $35,123 of gross proceets$34,808 of net proceeds.

On September 10, 2012, we entered into BM Rrogram with KeyBanc through which we could skil means of at-theyarket offering:
from time to time, of up to 9,750,000 shares of cmammon stock. During the period from October 1,26 October 9, 2012, we sold
1,245,655 shares of our common stock at an avemace of $11.53 per share, and raised $14,361axgproceeds, under this program. Net
proceeds were $14,217 after commission to the prd&aler on shares sold and offering costs.

On November 7, 2012, we issued 35,000,0@08es of our common stock at $11.10 per sharel@9% per share net proceeds excluding
expenses), raising $383,600 of net proceeds.

On December 21, 2012, we entered into all ATfogram with KeyBanc through which we could skyl,means of at-the-market offerings
from time to time, of up to 17,500,000 shares af@mmon stock. During the period from January0a,2to February 5, 2013, we sold
10,248,051 shares of our common stock at an avemégeof $11.25 per share, and raised $115,345ass proceeds, under this program. Ne
proceeds were $114,162 after commission to KeyBarghares sold.

On February 11, 2013, we entered into aMAArogram with KeyBanc through which we could sejyl,means of at-the-market offerings
from time to time, of up to 45,000,000 shares af@mmon stock. During the period from February2813 to May 3, 2013, we sold
17,230,253 shares of our common stock at an avenmégeof $11.14 per share, and raised $191,8%rass proceeds, under the ATM
Program. Net proceeds were $190,109 after commiss@mKeyBanc on shares sold.

On May 8, 2013, we entered into an ATM Pang with BB&T Capital Markets, BMO Capital Marketmd KeyBanc through which we
could sell, by means of at-the-market offeringsrfriime to time, of up to 45,000,000 shares of @mmon stock. During the period from
May 14, 2013 to June 30, 2013, we sold 4,359,2@0eshof our common stock at an average price oB$ler share, and raised $47,532 of
gross proceeds, under the ATM Program. Net proceeds $47,133 after commissions to BB&T Capital kéds, BMO Capital Markets, and
KeyBanc on shares sold. During the period from dyl2013 to August 21, 2013, we sold 9,818,907eshaf our common stock at an average
price of $10.97 per share, and raised $107,725asfsgproceeds, under the ATM Program. Net proceeds $106,822 after commissions to
BB&T Capital Markets, BMO Capital Markets, and Key® on shares sold. (SRecent Developments

Off-Balance Sheet Arrangements

At June 30, 2013, we did not have any afahce sheet liabilities or other contractual adtligns that are reasonably likely to have a
current or future material effect on our finan@ehdition, other
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than those which originate from 1) the investmeaivisory and management agreement and the admtiosta@greement and 2) the portfolio
companies.

Recent Developments

During the period from July 1, 2013 to Asg@dl, 2013, we issued $58,607 in aggregate pahaimount of our Prospect Capital
InterNotes® for net proceeds of $57,344. In additive sold $7,682 in aggregate principal amoumuwfProspect Capital InterNotes® for net
proceeds of $7,513 with expected closing on Aug@s2013.

During the period from July 1, 2013 to Asgdl, 2013, we sold 9,818,907 shares of our constamk at an average price of $10.97 per
share, and raised $107,725 of gross proceeds, thel&TM Program. Net proceeds were $106,822 afietmissions to the broker-dealer on
shares sold and offering costs.

On July 1, 2013, Pre-Paid Legal Services, lepaid the $5,000 loan receivable to us.
On July 9, 2013, Southern Management Caitpmr repaid the $17,565 loan receivable to us.

On July 12, 2013, we provided $11,000 elised second lien financing to Water PIK, Inceader in developing innovative personal anc
oral healthcare products.

On July 23, 2013, we made a $2,000 investimeCarolina Beverage Group, LLC ("Carolina Bege"), a contract beverage
manufacturer.

On July 24, 2013, we sold our $2,000 investt in Carolina Beverage and realized a gain 6f@#this investment.

On July 26, 2013, we made a $2,000 follonsenior secured debt investment in Spartan, éngamlovider of thru tubing and flow
control services to oil and gas companies.

On July 26, 2013, we made a $20,000 folmwsecured second lien investment in Royal Adhestv8ealants, LLC ("Royal"), a leading
producer of proprietary, high-performance adhesaressealants.

On July 31, 2013, we made a $5,100 follonirvestment in Coverall, a leading franchiserahmercial cleaning businesses.
On July 31, 2013, Royal repaid the $28,8fdordinated unsecured loan receivable to us.

On July 31, 2013, Cargo repaid the $43)888 receivable to us.

On August 1, 2013, Medical Security Cardrpany, LLC repaid the $13,214 loan receivable to us

On August 2, 2013, we made an investmef#df100 to purchase 90% of the subordinated riot€~C Funding 2013-Ill, Ltd.

On August 2, 2013, we funded a recapitibraof CP Energy Services, Inc. ("CP Energy") wiB1,273 of debt and $12,741 of equity
financing. Through the recapitalization, we acagiigecontrolling interest in CP Energy for $73,002ash and 1,918,342 unregistered shar
our common stock. After the financing, we receivegayment of the $18,991 loan previously outstapdin

On August 12, 2013, we provided $80,008anior secured loans and a senior secured revdamgfacility, of which $70,000 was
funded at closing, for the recapitalization of Mhatrinitiatives, Inc., owner of Zicam, a leadingwédoper and marketer of OTC cold remedy
products under the Zicam brand.
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On August 14, 2013, we announced the rdwisaversion rate on the 2018 Notes of 82.863leshaircommon stock per $1 principal
amount of 2018 Notes, which is equivalent to a evsion price of approximately $12.07.

On August 15, 2013, we announced an ineref$15,000 to our commitments to our credit facilThe commitments to the credit facil
now stand at $567,500.

On August 15, 2013, we made a $14,000velbo investment in Totes, a leading designer, iister and retailer of high quality, branded
functional accessories.

On August 21, 2013, we announced the datiter of monthly dividends in the following amouatsd with the following dates:

. $0.110325 per share for January 2014 to holdersamird on January 31, 2014 with a payment datebfdary 20, 2014;
. $0.110350 per share for February 2014 to holdersaufrd on February 28, 2014 with a payment datdath 20, 2014; and

. $0.110375 per share for March 2014 to holdergodrd on March 31, 2014 with a payment date aflA7, 2014.
Critical Accounting Policies and Estimates

Our discussion and analysis of our finanoigdition and results of operations are based upo financial statements, which have been
prepared in accordance with accounting principkrgegally accepted in the United States of AmerIGAAP"). The preparation of these
financial statements requires management to makaates and assumptions that affect the reportezliata of assets, liabilities, revenues anc
expenses. Changes in the economic environmenhdialamarkets and any other parameters used immdigi@g such estimates could cause
actual results to differ materially. In additionttee discussion below, our critical accounting giek are further described in the notes to the
financial statements.

Basis of Consolidatio

Under the 1940 Act rules, the regulationsspant to Article 6 of Regulation S-X and the Aroen Institute of Certified Public
Accountants' Audit and Accounting Guide for InvestinCompanies, we are precluded from consolidamgentity other than another
investment company or an operating company whiokiiges substantially all of its services and besdé us. Our financial statements inclt
our accounts and the accounts of PCF, our only lydmavned, closely-managed subsidiary that is atstnaestment company. All
intercompany balances and transactions have beeimaled in consolidation.

Investment Classificatio

We are a non-diversified company within theaning of the 1940 Act. We classify our investtaday level of control. As defined in the
1940 Act, control investments are those where tisetige ability or power to exercise a controllinfuence over the management or policie
a company. Control is generally deemed to existnnheompany or individual possesses or has thétagicquire within 60 days or less, a
beneficial ownership of 25% or more of the votiegwities of an investee company. Affiliated inveshts and affiliated companies are
defined by a lesser degree of influence and armddéo exist through the possession outright othéaright to acquire within 60 days or less,
beneficial ownership of 5% or more of the outstagdioting securities of another person.

Investments are recognized when we assanoblagation to acquire a financial instrument @sdume the risks for gains or losses relate
to that instrument. Investments are derecognizeshwie
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assume an obligation to sell a financial instrunaat forego the risks for gains or losses relatetidt instrument. Specifically, we record all
security transactions on a trade date basis. Imargs in other, non-security financial instrumears recorded on the basis of subscription dat
or redemption date, as applicable. Amounts forstwents recognized or derecognized but not ydedaite reported as receivables for
investments sold and payables for investments jasedh respectively, in the Consolidated Statemamssets and Liabilities.

Investment Valuatio

To value our assets, we follow the guidasfc@SC 820 that defines fair value, establishésumework for measuring fair value in
conformity with accounting principles generally apted in the United States or America, or GAAP, sgliires disclosures about fair value
measurements.

ASC 820 classifies the inputs used to meathese fair values into the following hierarchy:
Level 1: Quoted prices in active markets for identicaes or liabilities, accessible by the Comparth@imeasurement date.

Level 2: Quoted prices for similar assets or liabiliiegctive markets, or quoted prices for identfoalsimilar assets or
liabilities in markets that are not active, or athbservable inputs other than quoted prices.

Level 3: Unobservable inputs for the asset or liability.

In all cases, the level in the fair valuerarchy within which the fair value measuremenitsrentirety falls has been determined based on
the lowest level of input that is significant tetfair value measurement. Our assessment of thdisamce of a particular input to the fair va
measurement in its entirety requires judgment amsiders factors specific to each investment.

ASC 820 applies to fair value measuremalnesaady required or permitted by other standards.

In accordance with ASC 820, the fair vatfi@ur investments is defined as the price thatweald receive upon selling an investment in
an orderly transaction to an independent buyenénprincipal or most advantageous market in whiel investment is transacted.

Our Board of Directors has established @doces for the valuation of our investment portfolihese procedures are detailed below.
Investments for which market quotationsrawaily available are valued at such market qictat

For most of our investments, market quotegiare not available. With respect to investmatsshich market quotations are not readily
available or when such market quotations are deeraetb represent fair value, our Board of Direstbas approved a multi-step valuation
process each quarter, as described below:

1) Each portfolio company or investment is reviewedby investment professionals with an independahtation firm engaged
by our Board of Directors;

2) the independent valuation firms conduct indelgem appraisals and make their own independenssssat;

3) the Audit Committee of our Board of Directoeviews and discusses the preliminary valuatiomeflhvestment Adviser and
that of the independent valuation firms; and

4) the Board of Directors discusses valuations andrdehes the fair value of each investment in outfplio in good faith based
on the input of the Investment Adviser, the respedhdependent valuation firm and the Audit Contegt
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Investments are valued utilizing a shadowdbapproach, a market approach, an income appraadicjuidation approach, or a combinai
of approaches, as appropriate. The shadow bondharkket approaches use prices and other relevarhiation generated by market
transactions involving identical or comparable tsee liabilities (including a business). The ina@approach uses valuation techniques to
convert future amounts (for example, cash flowsamings) to a single present value amount (digedlrcalculated based on an appropriate
discount rate. The measurement is based on theesgnt value indicated by current market expagtatabout those future amounts. In
following these approaches, the types of factoaswe may take into account in fair value pricing mvestments include, as relevant:
available current market data, including relevartt applicable market trading and transaction coatgas, applicable market yields and
multiples, security covenants, call protection psmns, information rights, the nature and realieatalue of any collateral, the portfolio
company's ability to make payments, its earningsdiscounted cash flows, the markets in which tfplio company does business,
comparisons of financial ratios of peer comparties are public, M&A comparables, the principal nedréind enterprise values, among other
factors.

Our investments in CLOs are classified &CA820 level 3 securities, and are valued usingpdisted cash flow model. The valuations
have been accomplished through the analysis dfti@ deal structures to identify the risk exposuresm the modeling point of view. For ea
security, the most appropriate valuation approashideen chosen from alternative approaches toettsimost accurate valuation for each
security. To value a CLO, both the assets andlili@si of the CLO capital structure need be modeWd use a waterfall engine to store the
collateral data, generate collateral cash flowmftbe assets, and distributes the cash flow tdiahdity structure based on the payment
priorities, and discount them back using propecalisit rates that incorporate all the risk fact@fse main risk factors are: default risk, interest
rate risk, downgrade risk, and credit spread risk.

For a discussion of the risks inherentetedmining the value of securities for which repdiVailable market values do not exist, see "Ris
Factors—Risks relating to our business—Most offmrntfolio investments are recorded at fair valueletermined in good faith under the
direction of our Board of Directors and, as a resbkre is uncertainty as to the value of ourfpbid investments.”

Valuation of Other Financial Assets and Financiatilities

ASC Subtopic 820-10-05-The Fair Value Option for Financial Assets and Fioal Liabilities ("ASC 820-10-051") permits an entity t
elect fair value as the initial and subsequent nmregsent attribute for many of assets and liabdif@ which the fair value option has been
elected and similar assets and liabilities measus@ty another measurement attribute. We haveeelewdt to value some assets and liabilities
at fair value as would be permitted by ASC 820-5610

Federal and State Income Ta

We have elected to be treated as a reglilatestment company and intend to continue to ¢dgmvjih the requirements of the Internal
Revenue Code of 1986 (the "Code"), applicable golsged investment companies. We are requiredstoilolite at least 90% of our investment
company taxable income and intend to distributedtain through a deemed distribution) all of auréstment company taxable income anc
capital gain to stockholders; therefore, we havdemzo provision for income taxes. The characténadme and gains that we will distribute is
determined in accordance with income tax regulatitiat may differ from GAAP. Book and tax basidafiénces relating to stockholder
dividends and distributions and other permanenklzoml tax differences are reclassified to paidapital.

If we do not distribute at least 98% of annual income and 98.2% of our capital gains énclendar year earned, we will generally be
required to pay an excise tax equal to 4% of theuarhby which 98% of our annual ordinary income 882% of our capital gains exceeds
distributions
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from such taxable income for the year. To the eteast we determine that our estimated current geaual taxable income will be in exces
estimated current year dividend distributions freunch taxable income, we accrue excise taxes, if@mgstimated excess taxable income as
taxable income is earned using an annual effeetieése tax rate. The annual effective excise texisadetermined by dividing the estimated
annual excise tax by the estimated annual taxabteme. For the calendar year ended December 32, @@lelected to retain a portion of our
annual taxable income and have paid $4,500 foexisese tax due with the filing of the return. AsJoihe 30, 2013, we have $2,000 accrued a
an estimate of two quarters of the excise tax du¢hke calendar year ending December 31, 2013.

If we fail to satisfy the Annual Distriboti Requirement or otherwise fail to qualify as £ Rl any taxable year, we would be subject to
tax on all of our taxable income at regular corpwrates. We would not be able to deduct distrimgito stockholders, nor would we be
required to make distributions. Distributions wogkeherally be taxable to our individual and othen-corporate taxable stockholders as
ordinary dividend income eligible for the reducedximum rate applicable to qualified dividend incotné¢he extent of our current and
accumulated earnings and profits, provided cettalding period and other requirements are met.ebp certain limitations under the Code,
corporate distributions would be eligible for tHeidends-received deduction. To qualify again taddeed as a RIC in a subsequent year, we
would be required to distribute to our shareholaensaccumulated earnings and profits attributatleon-RIC years reduced by an interest
charge of 50% of such earnings and profits payayplaes as an additional tax. In addition, if weddito qualify as a RIC for a period greater
than two taxable years, then, in order to qualifia&RIC in a subsequent year, we would be reqtiretbct to recognize and pay tax on any ne
built-in gain (the excess of aggregate gain, inclgdtems of income, over aggregate loss that wbalkk been realized if we had been
liquidated) or, alternatively, be subject to tagaton such built-in gain recognized for a periodenf years.

We adopted FASB ASC 748come Taxe§'ASC 740"). ASC 740 provides guidance for how uteie tax positions should be
recognized, measured, presented, and discloséé iimancial statements. ASC 740 requires the atialu of tax positions taken or expectel
be taken in the course of preparing our tax rettorgetermine whether the tax positions are "mikelyl-than-not" of being sustained by the
applicable tax authority. Tax positions not deerntetheet the more-likely-than-not threshold are rded as a tax benefit or expense in the
current year. Adoption of ASC 740 was applied t@mpEn tax years as of July 1, 2007. The adoptfohST 740 did not have an effect on our
net asset value, financial condition or resultsérations as there was no liability for unrecogditax benefits and no change to our beginnin
net asset value. As of June 30, 2012 and for thetyen ended, we did not have a liability for amyecognized tax benefits. Management's
determinations regarding ASC 740 may be subjer\iew and adjustment at a later date based umor&including, but not limited to, an
on-going analysis of tax laws, regulations andrprgtations thereof.

Revenue Recognitic
Realized gains or losses on the sale @fstments are calculated using the specific ideatifin method.

Interest income, adjusted for amortizatidpremium and accretion of discount, is recorde@mo accrual basis. Origination, closing an
commitment fees associated with investments inf@atcompanies are accreted into interest incone the respective terms of the applic:
loans. Upon the prepayment of a loan or debt sgcamy prepayment penalties and unamortized loination, closing and commitment fe
are recorded as interest income.

Interest income from investments in theulgq class of security of CLO Funds (typically omoe notes or subordinated notes) is recorde
based upon an estimation of an effective yieldxmeeted
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maturity utilizing assumed cash flows in accordanit ASC 325-40-35Beneficial Interests in Securitized Financial Ass&/e monitor the
expected cash inflows from our CLO equity investtaemcluding the expected residual payments aacffective yield is determined and
updated periodically.

Loans are placed on non-accrual status \whenipal or interest payments are past due 98 daynore or when there is reasonable doub
that principal or interest will be collected. Ungp@iccrued interest is generally reversed whenraibbplaced on non-accrual status. Interest
payments received on non-accrual loans may be némedyas income or applied to principal dependipgnrumanagement's judgment. Non-
accrual loans are restored to accrual status wasihdue principal and interest is paid and in manmamnt's judgment, are likely to remain
current. As of June 30, 2012, approximately 2.9%uwfnet assets are in non-accrual status.

Dividend income is recorded on the ex-divid date.

Structuring fees and similar fees are recaagl as income as earned, usually when paid. {8ting fees, excess deal deposits, net profits
interests and overriding royalty interests aretudel in other income.

Dividends and Distribution

Dividends and distributions to common stazlklers are recorded on the ex-dividend date. Teuat, if any, to be paid as a dividend or
distribution is approved by our Board of Directeexch quarter and is generally based upon our maregis estimate of our earnings for the
quarter. Net realized capital gains, if any, asdritiuted at least annually.

Financing Cost:

We record origination expenses relatedutocoedit facility and Senior Notes as deferre@ficing costs. These expenses are deferred ar
amortized as part of interest expense using tiaggbtrline method for our revolving credit facilignd the effective interest method for our
Senior Notes, over the respective expected life.

We record registration expenses relateshédf filings as prepaid assets. These expensesistg@nincipally of Securities and Exchange
Commission ("SEC") registration fees, legal feed accounting fees incurred. These prepaid assétsercharged to capital upon the receipt
of an equity offering proceeds or charged to expéfiso offering completed.

Guarantees and Indemnification Agreements

We follow ASC 460Guaranteeg"ASC 460"). ASC 460 elaborates on the disclosaruirements of a guarantor in its interim and ahnua
financial statements about its obligations undetage guarantees that it has issued. It also regurguarantor to recognize, at the inceptior
guarantee, for those guarantees that are cover@$8y460, the fair value of the obligation undeetakn issuing certain guarantees.

Per Share Informatio

Net increase or decrease in net assetkingsitom operations per common share are caledlasing the weighted average number of
common shares outstanding for the period presemestcordance with ASC 94Bjnancial Services—Investment Companiesnvertible
securities are not considered in the calculationetfassets per share.
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Recent Accounting Pronounceme

In May 2011, the FASB issued Accountingn8irds Update 2011-0Amendments to Achieve Common Fair Value Measureanent
Disclosure Requirements in U.S. GAAP and II("ASU 2011-04"). ASU 2011-04 amends Topic 8E8ijr Value Measurementq"ASC 820")
by: (1) clarifying that the highest-and-best-usd maluation-premise concepts only apply to meagutie fair value of non-financial assets;
(2) allowing a reporting entity to measure the failue of the net asset or net liability positioraimanner consistent with how market
participants would price the net risk positiongéfrtain criteria are met; (3) providing a framew#éwk considering whether a premium or
discount can be applied in a fair value measurengénproviding that the fair value of an instrumhetassified in a reporting entity's
shareholders' equity is estimated from the pergpeof a market participant that holds the idertian as an asset; and (5) expanding the
gualitative and quantitative fair value disclostequirements. The expanded disclosures includd,dweel 3 items, a description of the
valuation process and a narrative description efsémsitivity of the fair value to changes in uresiable inputs and interrelationships betweer
those inputs if a change in those inputs wouldltésa significantly different fair value measurenm. ASU 2011-4 also requires disclosures
about the highest-and-best-use of a non-finansidtawvhen this use differs from the asset's cuusatnd the reasons for such a difference. |
addition, this ASU amends ASC 8Zir Value Measurementgo require disclosures to include any transfetsvben Level 1 and Level 2 of
the fair value hierarchy. These amendments weee&fe for fiscal years beginning after December2l8.1 and for interim periods within
those fiscal years. The adoption of the amendedagigie in ASU 2011-04 did not have a significaneé&fbn our financial statements. See
Note 3 for the disclosure required by ASU 2-04.

In August 2012, the FASB issued Accountgtgndards Update 2012-03zchnical Amendments and Corrections to SEC Section
Amendments to SEC Paragraphs Pursuant to SEC/Ataffunting Bulletin No. 114 ("SAB No. 114"), TecahAmendments Pursuant to S
Release No. 9250, and Corrections Related to FASB Accountiagdards Update 2010-22ASU 2012-03"). The update amends various
SEC paragraphs pursuant to the issuance of SAR Nband is effective upon issuance. The adoptidhefimended guidance in ASU 2012-
03 did not have a significant effect on our finahsitatements.

In October 2012, the FASB issued Accoungandards Update 2012-0Fechnical Corrections and Improveme(itaSU 201204"). The
amendments in this update cover a wide range oicsap the ASC. These amendments include techn@rakctions and improvements to the
ASC and conforming amendments related to fair val@asurements. The adoption of the amended guidiac®U 2012-04 did not have a
significant effect on our financial statements.

In June 2013, the FASB issued Accountiran8ards Update 2013-0Bnancial Services—Investment Companies (Topic-946)
Amendments to the Scope, Measurement, and Disel&aquiremeni("ASU 2013-08"). ASU 2013-08 clarifies the approdatbe used for
determining whether an entity is an investment camypand provides new measurement and disclosunéreetents. ASU 2013-08 is effective
for interim and annual reporting periods in fisgahrs that begin after December 15, 2013. Eanfipli@ation is prohibited. The adoption of
ASU 2013-08 is not expected to materially effecoon financial statements.

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk.

We are subject to financial market riskgJuding changes in interest rates and equity piste Some of the loans in our portfolio have
floating interest rates.

We may hedge against interest rate fluinatby using standard hedging instruments sudttases, options and forward contracts
subject to the requirements of the 1940 Act. Whédging activities may insulate us against advensages in interest rates, they may also
limit our ability to participate in the benefits bigher interest rates with respect to our portfoli investments. During the twelve months er
June 30, 2013, we did not engage in hedging aietvit
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Report of Independent Registered Public Accountindrirm

Board of Directors and Stockholders
Prospect Capital Corporation
New York, New York

We have audited the accompanying conselitistatements of assets and liabilities of Progpapttal Corporation, the "Company",
including the consolidated schedule of investmeagxf June 30, 2013 and 2012, and the relatedlidated statements of operations, chat
in net assets, and cash flows for each of the tywaes in the period ended June 30, 2013, andrthrdial highlights for each of the five years
in the period ended June 30, 2013. These consetidatancial statements and financial highlights thie responsibility of the Company's
management. Our responsibility is to express aniopion these consolidated financial statementdiaadcial highlights based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting Slgat Board (United States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheotisolidated financial statements and
financial highlights are free of material misstagn An audit also includes examining, on a testdavidence supporting the amounts and
disclosures in the consolidated financial statesi@dur procedures include confirmation of secwsitened as of June 30, 2013 and 2012 by
correspondence with the custodian, trustees arttbpporcompanies, and alternative procedures. Agiitaalso includes assessing the accountin
principles used and significant estimates made égagement, as well as evaluating the overall fishstatement presentation. We believe
that our audits provide a reasonable basis foopimion.

In our opinion, the consolidated finanattements and financial highlights referred tovabpresent fairly, in all material respects, the
financial position of Prospect Capital Corporatairdune 30, 2013 and 2012, the results of its tipas the changes in its net assets, and its
cash flows for each of the three years in the pleginded June 30, 2013, and the financial highlifgiteach of the five years in the period
ended June 30, 2013, in conformity with accoungirigciples generally accepted in the United StafeSmerica.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatd8oard (United States), Prospect
Capital Corporation's internal control over finaaaieporting as of June 30, 2013, based on criestablished in Internal Control—Integrated
Framework issued by the Committee of Sponsoringa@mgtions of the Treadway Commission (COSO) andeport dated August 21, 2013
expressed an unqualified opinion thereon.

/s/ BDO USA, LLP

BDO USA, LLP
New York, New York
August 21, 201!
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Assets (Note 4

PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF ASSETS AND LIABILITIES
(in thousands, except share and per share data)

June 30, June 30,
2013 2012

Investments at fair valu
Control investments (net cost of $830,151 and ¥BIB,

respectively’

$ 811,63 $ 564,48¢

Affiliate investments (net cost of $49,189 and £249, respectively 42,44 46,11¢
Non-control/Non-affiliate investments (net cost¥3;376,438 and
$1,537,069, respectivel 3,318,77! 1,483,61
Total investments at fair value (net cost of $4,2%8 and
$2,099,313, respectively, Note 4,172,85: 2,094,22.
Investments in money market fun 143,26. 118,36
Cash 59,97« 2,82t
Receivables for
Interest, ne 22,86: 14,21¢
Other 4,397 784
Prepaid expenst 54( 421
Deferred financing cos 44,32¢ 24,41
Total Assets 4,448,21 2,255,25.
Liabilities
Credit facility payable (Notes 4 and 124.,00( 96,00(
Senior convertible notes (Notes 5 anc 847,50( 447,50(
Senior unsecured notes (Notes 6 an 347,72! 100,00(
Prospect Capital InterNoi® (Notes 7 and 8 363,77 20,63¢
Due to Brokel 43,58¢ 44,53
Dividends payabli 27,29¢ 14,18(
Due to Prospect Administration (Note 1 1,36¢ 65¢
Due to Prospect Capital Management (Note 5,32¢ 7,91:
Accrued expense 2,34t 2,92t
Interest payabl 24,38 6,72
Other liabilities 4,41F 2,21(
Total Liabilities 1,791,72. 743,28(

Net Assets

$ 2,656,49. $ 1,511,97.

Components of Net Asset
Common stock, par value $0.001 per share (500,006G;6mmon
shares authorized; 247,836,965 and 139,633,878dssud

outstanding, respectively) (Note $ 24¢ 3 14C
Paic-in capital in excess of par (Note 2,739,86: 1,544,80.
Undistributed net investment incor 77,08¢ 23,66
Accumulated realized losses on investm (77,776) (51,547
Unrealized depreciation on investme (82,92¢) (5,099
Net Assets $ 2,656,49. $ 1,511,97.

Net Asset Value Per Shart $ 10.72 $ 10.8:

See notes to consolidated financial statements.
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PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except share and per share data)

Year Ended
June 30, June 30, June 30,
2013 2012 2011
Investment Income
Interest income: (Note !
Control investment $ 106,42' $ 53,40¢ $ 21,74
Affiliate investments 6,51¢ 12,15¢ 11,301
Non-control/Nor-affiliate investment: 234,01: 144,59:. 101,40(
CLO Fund securitie 88,50: 9,381 —
Total interest incom 435,45! 219,53t 134,45
Dividend income
Control investment 78,28: 63,14« 13,56¢
Affiliate Investments 72¢ — —
Non-control/Nor-affiliate investment: 3,65¢ 1,73: 1,507
Money market fund 3¢9 4 16
Total dividend incom 82,70¢ 64,88 15,09:
Other income: (Note 1(
Control investment 16,82: 25,46¢ 2,82¢
Affiliate investments 623 10¢ 19C
Non-control/Nor-affiliate investment: 40,73: 10,92 16,91
Total other incom: 58,17¢ 36,49:¢ 19,93(
Total Investment Income 576,33t 320,91( 169,47t
Operating Expenses
Investment advisory fee
Base management fee (Note 69,80( 35,83¢ 22,49¢
Income incentive fee (Note 1 81,23: 46,67 23,55¢
Total investment advisory fe 151,03: 82,50% 46,05
Interest and credit facility expens 76,34 38,53 17,59¢
Legal fees 1,91¢ 27¢ 1,062
Valuation service: 1,57¢ 1,212 99z
Audit, compliance and tax related fe 1,56¢ 1,44¢ 87¢€
Allocation of overhead from Prospect Administratic
(Note 12) 8,73 6,84¢ 4,97¢
Insurance expens 35¢€ 324 28t
Directors' fee: 30C 273 25k
Excise tax 6,50( — —
Other general and administrative exper 3,08¢ 2,80z 3,157
Total Operating Expenses 251,41: 134,22t 75,25¢
Net Investment Income 324,92. 186,68:¢ 94,22
Net realized (loss) gain on investments (Not (26,239 36,58¢ 16,46"
Net change in unrealized (depreciation) appreai:
on investments (Note . (77,83¢) (32,369 7,552
Net Increase in Net Assets Resulting fror
Operations $ 220,85t $ 190,90:0 $ 118,23t
Net increase in net assets resulting from opers{oen
share: (Notes 11 and 1 $ 1.07 $ 1.67 $ 1.3¢
Weighted average shares of common stock
outstanding 207,069,97 114,394,55 85,978,75

See notes to consolidated financial statements.
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PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

(in thousands, except share data)

Year Ended
June 30, June 30, June 30,
2013 2012 2011

Increase in Net Assets from Operations
Net investment incom $ 324,92: $ 186,68 $ 94,22:
Net (loss) gain on investmer (26,239 36,58t¢ 16,46"
Net change in unrealized (depreciati

appreciation on investmer (77,839 (32,36%) 7,552

Net Increase in Net Assets Resulting fror

Operations 220,85t 190,90« 118,23t

Dividends to Shareholders:
Distribution of net investment incon (271,50 (136,879 (94,32¢)
Distribution of return of capite — (4,509 (11,84)

Total Dividends to Shareholders (271,50 (141,379 (106,16
Capital Share Transactions:
Net proceeds from capital shares ¢ 1,180,89 338,27 381,31t
Less: Offering costs of public share offerir (1,81% (708) (1,389
Reinvestment of dividenc 16,081 10,53( 10,93

Net Increase in Net Assets Resulting fror

Capital Share Transactions 1,195,17 348,09: 390,86:

Total Increase in Net Assets: 1,144,52 397,61 402,93:
Net assets at beginning of ye 1,511,97. 1,114,35 711,42:

Net Assets at End of Yea $ 265649 $ 151197 $ 1,114,35
Capital Share Activity:
Shares soli 101,245,13 30,970,69 37,494,47
Shares issued to acquire controlled investm 5,507,38. — —
Shares issued through reinvestment of divide 1,450,57 1,056,48. 1,025,35.
Net increase in capital share activ 108,203,09 32,027,18 38,519,82
Shares outstanding at beginning of y 139,633,87 107,606,69 69,086,86

Shares Outstanding at End of Yea 247,836,96 139,633,87 107,606,69

See notes to consolidated financial statements.
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PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands, except share data)

Year Ended
June 30, June 30, June 30,
2013 2012 2011
Cash Flows from Operating Activities:
Net increase in net assets resulting from opers. $ 220,85t $ 190,90 $ 118,23t
Net realized loss (gain) on investme 26,23¢ (36,589 (16,465
Net change in unrealized depreciation (appreciaton
investmentt 77,83¢ 32,36¢ (7,559
Amortization of discounts and premiui (12,016 (7,289 (23,035
Amortization of deferred financing cos 8,23 8,511 5,36¢
Paymer-in-kind interesi (10,949 (5,647 (9,639
Structuring fee: (52,699 (8,07Y) (13,460
Change in operating assets and liabilit
Payments for purchases of investme (2,980,32) (901,83) (930,24))
Proceeds from sale of investments and collection
investment principe 931,53: 500,95: 285,86:
Net (increase) decrease of investments in money
market funds (24,897 (58,46¢) 8,96¢
Increase in interest receivable, (8,649 (4,950 (3,919
(Increase) decrease in other receiva (3,619 (517) 152
(Increase) decrease in prepaid expel (119) (320 27C
Decrease in other ass — — 534
Decrease in due to Brok (94%) — —
Increase (decrease) in due to Prospect Adminigir 70€ 44¢€ (82
Increase (decrease) in due to Prospect Capital
Managemen (2,589 207 (2,300
(Decrease) increase in accrued expe (580 1,052 (1,999
Increase in interest payat 17,66 2,72( 3,817
Increase (decrease) in other liabilit 2,20¢ (1,36)) 2,86¢
Net Cash Used In Operating Activities: (2,811,10) (287,88) (581,609
Cash Flows from Financing Activities:
Borrowings under credit facility (Note . 223,00( 726,80( 465,90(
Payments under credit facility (Note (195,000) (715,000 (482,000
Issuance of Senior Convertible Notes (Noti 400,00( 130,00( 322,50(
Repurchases under Senior Convertible Notes (Nc — (5,000 —
Issuance of Senior Unsecured Nc 247,72¢ 100,00( —
Issuance of Prospect Capital InterN® (Note 7) 343,13¢ 20,63¢ —
Financing costs paid and deferi (28,146 (17,659 (13,069
Net proceeds from issuance of common s 1,121,64 177,69¢ 381,31t
Offering costs from issuance of common st (1,81%) (70¢) (1,389
Dividends paic (242,30) (127,569 (91,24%)
Net Cash Provided By Financing Activities: 1,868,25! 289,21 582,02(
Total Increase in Cash 57,14¢ 1,33: 411
Cash balance at beginning of y 2,82¢ 1,492 1,081
Cash Balance at End of Yea 59,97 $§ 2,82t $ 1,49:
Cash Paid For Interest 4536 $ 2451t $ 6,107
Non-Cash Financing Activity:
Amount of shares issued in connection with dividend
reinvestment pla 16,080 $ 10,53( $ 10,93

Amount of shares issued in conjunction with coréabl
investments

59,25. $ 160,57: $ —

See notes to consolidated financial statements.
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PROSPECT CAPITAL CORPORATION AND SUBSIDIARY

CONSOLIDATED SCHEDULE OF INVESTMENTS

June 30, 2013 and June 30, 2012

(in thousands, except share data)

June 30, 2012
% of
Principal Fair Net
Portfolio Company Locale / Industry Investments(1) Value Cost Value(2) Assets
LEVEL 3 PORTFOLIO INVESTMENTS:
Control Investments (greater than 25.00% voting cotrol)
AIRMALL Pennsylvania / Senior Secured Term Loan (12.00%
USA, Inc.(27) Property (LIBOR + 9.00% with 3.00% LIBOR
Managemen floor), due 6/30/2015)(3)(« $ 28,75( $ 28,75( $ 28,75( 1.1%
Senior Subordinated Term Loan (12.009
plus 6.00% PIK, due 12/31/201 12,50( 12,50( 12,50( 0.£%
Convertible Preferred Stock (9,919.684
shares 9,92( 9,92( 0.4%
Common Stock (100 share — 3,47¢ 0.1%
51,17( 54,64¢ 2.1%
Ajax Rolled Ring & South Carolina / Senior Secured Note—Tranche A (10.5C
Machine, Inc. Manufacturing (LIBOR + 7.50% with 3.00% LIBOR
floor), due 3/30/2018)(3)(« 19,737 19,737 19,737 0.7%
Subordinated Unsecured Term Loan
(11.50% (LIBOR + 8.50% with 3.00%
LIBOR floor) plus 6.00% PIK, due
3/30/2018)(4. 19,70( 19,70( 19,70( 0.7%
Convertible Preferred Stock—Series A
(6,142.6 shares 6,057 — 0.C%
Unrestricted Common Stock (6 shar — — 0.C%
45,49: 39,431 1.4%
APH Property Georgia / Real Estal Senior Secured Note (6.00%
Holdings, LLC (LIBOR + 4.00% with 2.00% LIBOR
(32) floor) plus 5.50% PIK, due 10/24/202C
4) 125,89: 125,89: 125,89: 4.8%
Common Stock (148,951 shar 26,64¢ 26,64¢ 1.0%
152,54  152,54( 5.8%
AWCNC, LLC(19) North Carolina. Members Unit—Class A (1,800,000 unit: — — 0.C%
Machinery Members Unit—Class E-1 (1 unit) — — 0.C%
Members Units—Class B-2 (7,999,999
units) — — 0.C%
— — 0.C%
Borga, Inc. California / Revolving Line of Credit—$1,150
Manufacturing Commitment (5.00% (PRIME + 1.75%
plus 3.00% default interest, in non-
accrual status effective 03/02/2010, p:
due)(4)(25) 1,15( 1,09t 58€ 0.C%
Senior Secured Term Loan B (8.50%
(PRIME + 5.25%) plus 3.00% default
interest, in non-accrual status effective
03/02/2010, past due)( 1,611 1,501 — 0.C%
Senior Secured Term Loan C (12.00% p
4.00% PIK plus 3.00% default interest
non-accrual status effective 03/02/201
past due 9,73¢ 70€ — 0.C%
Common Stock (100 shares)(z — — 0.C%
Warrants (33,750 warrants)(2 — — 0.C%
3,30z 58€ 0.C%

See notes to consolidated financial statements.
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PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)
June 30, 2013 and June 30, 2012

(in thousands, except share data)

June 30, 201:
% of
Principal Fair Net
Portfolio Company  Locale / Industry Investments(1) Value Cost Value(2) Assets
CCPI Holdings, Inc Ohio / Manufacturin¢ Senior Secured Note (10.00%, due
(33) 12/31/2017)(3 $ 17,66: $ 17,66: $ 17,66: 0.7%
Senior Secured Note (12.00% plus 7.00¢
PIK, due 6/30/2018 7,65¢ 7,65¢ 7,65¢ 0.2%
Common Stock (100 share 8,581 7,971 0.2%
Net Revenue Interest (4% of Net Rever — 604 0.C%
33,90 33,90 1.2%
Credit Central Ohio / Consumer Senior Secured Revolving Credit Facility
Holdings of Finance $60,000 Commitment (20.00%
Delaware, LLC (LIBOR + 18.50% with 1.50% LIBOR
(22)(34) floor), due 12/31/2022)(4) (2! 38,08: 38,08: 38,08: 1.4%
Common Stock (100 share 9,581 8,361 0.2%
Net Revenue Interest (5% of Net Rever — 4,01¢ 0.2%
47,66: 50,46: 1.9%
Energy Solutions Texas / Gas Junior Secured Note (18.00%, due 8,50( 8,50( 8,50( 0.2%
Holdings, Inc.(8) Gathering and 12/12/2016)
Processin(

Senior Secured Note to Vessel

Holdings LLC (18.00%, due 12/12/201 3,50( 3,50( 3,50( 0.1%
Subordinated Secured Note to Freedom

Marine Holdings, LLC (12.00%

(LIBOR + 6.11% with 5.89% LIBOR

floor) plus 4.00% PIK, in non-accrual

status effective 10/1/2010, past due’ 13,90¢ 12,50: 8,44¢ 0.2%
Senior Secured Debt to Yatesville Coal

Holdings, Inc. (Non-accrual status

effective 1/1/2009, past du 1,44¢ 1,44¢ — 0.C%
Escrow Receivabl — — 0.C%
Common Stock (100 share 8,31¢ 6,247 0.2%
34,27( 26,69¢ 0.%
First Tower Mississippi / Senior Secured Revolving Credit Facility
Holdings of Consumer Finance $400,000 Commitment (20.00%
Delaware, LLC (LIBOR + 18.50% with 1.50% LIBOR
(22)(29) floor), due 6/30/2022)(4) (2¢ 264,76(  264,76(  264,76(  10.(%
Common Stock (83,729,323 shar 43,19¢ 20,447 0.8%
Net Revenue Interest (5% of N
Revenue & Distributions — 12,871 0.5%

307,950 298,08 11.2%

Manx Energy, Inc. Kansas/ Oil & Gas Senior Secured Note (13.00%, in non-

("Manx")(12) Production accrual status effective 1/19/2010, pa:
due) 50C 50C 34¢ 0.C%
Preferred Stock (6,635 shar: — — 0.C%
Common Stock (17,082 shart — — 0.C%

50C 34¢€ 0.C%

See notes to consolidated financial statements.
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PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)
June 30, 2013 and June 30, 2012

(in thousands, except share data)

June 30, 201:
% of
Principal Fair Net
Portfolio Company  Locale / Industry Investments(1) Value Cost  Value(2) Assets
Nationwide Chicago / Consumel Senior Secured Revolving Credit Facility
Acceptance Finance $30,000 Commitment (20.00%
Holdings, LLC (LIBOR + 18.50% with 1.50% LIBOR
(22)(36) floor), due 1/31/2023)(4) (2 $ 21,30¢ $ 21,30¢ $ 21,30¢ 0.8%
Membership Units (100 share 3,84 2,14: 0.1%
Net Revenue Interest (5% of Net Rever — 1,701 0.1%
25,15: 25,15! 1.(%
NMMB New York / Media ~ Senior Term Loan (14.00%, due 5/6/201
Holdings, Inc.
(24) 16,00( 16,00( 13,14¢ 0.5%
Senior Subordinated Term Loan (15.009
due 5/6/2016 2,80( 2,80( — 0.(%
Series A Preferred Stock (4,400 sha 4,40( — 0.(%
23,20( 13,14¢ 0.£%
R-V Industries, Inc Pennsylvania / Senior Subordinated Note (10.00%
Manufacturing (LIBOR + 9.00% with 1.00% LIBOR
floor), due 6/12/2018)(4 32,75( 32,75( 32,75( 1.2%
Warrants (200,000 warrants, expiri
6/30/2017) 1,68: 6,79¢ 0.2%
Common Stock (545,107 shar 5,081 18,52 0.7%
39,51¢ 58,06¢ 2.2%
The Healing North Carolina Secured Promissory Notes (15.00%, in r
Staff, Inc.(9) Contracting accrual status effective 12/22/2010, pi
due) 1,68¢ 1,68¢ — 0.(%
Senior Demand Note (15.00%, in non-
accrual status effective 11/1/2010, pas
due) 1,17( 1,17¢ — 0.(%
Common Stock (1,000 share 97t — 0.C%
3,831 — 0.(%
Valley Electric Washington . Senior Secured Note (9.00%
Holdings I, Inc.  Construction & (LIBOR + 6.00%, with 3.00% LIBOR
Engineering floor) plus 9.00% PIK, due 12/31/201€
(4) 34,06 34,06 34,06 1.2%
Senior Secured Note (8.00%
(LIBOR + 5.00% with 3.00% LIBOR
floor) plus 2.50% PIK, due 12/31/2017
3)(4) 10,02¢ 10,02¢ 10,02¢ 0.4%
Common Stock (50,000 shart 9,52¢ 8,28¢ 0.2%
Net Revenue Interest (5% of Net Rever — 1,23¢ 0.1%
53,61t 53,61¢ 2.1%

See notes to consolidated financial statements.
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PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)
June 30, 2013 and June 30, 2012

(in thousands, except share data)

June 30, 201:
% of
Principal Fair Net
Portfolio Company  Locale / Industry Investments(1) Value Cost Value(2) Assets
Wolf Energy Kansas / Oil & Gas Senior Secured Promissory Note secure
Holdings, Inc. Production assets formerly owned by H&M
(12)(37) (18.00%, in non-accrual status effecti
4/15/2013, due 4/15/201 $ 22,000 $ — $ 3,83 0.1%
Appalachian Energy Holdings, LLC
("AEH")—Senior Secured First Lien
Note (8.00%, in non-accrual status
effective 1/19/2010, past du 2,64z 2,00( 54¢ 0.C%
Appalachian Energy Holdings, LLC
("AEH")—Senior Secured First Lien
Note (8.00%, in non-accrual status, pe
due) 51 50 51 0.C%
Coalbed, LLC—Senior Secured Note
(8.00%, in non-accrual status effective
1/19/2010, past due)( 7,93( 5,99( — 0.C%
Common Stock (100 share — — 0.C%
Net Profits Interest (8.00% payable
Equity distributions)(7 — 52(C 0.C%
8,04( 4,94¢ 0.1%
Total Control Investments 830,15: 811,63¢ 30.6%
Affiliate Investments (5.00% to 24.99% voting contol)
BNN Holdings Michigan / Senior Secured Note (10.00%
Corp. (flk/a Healthcare (LIBOR + 8.00% with 2.00% LIBOR
Biotronic floor), due 12/17/2017)(3)(4)
NeuroNetwork] 29,55( 29,55( 29,55( 1.1%
Preferred Stock Series A (9,925.455 she
(13) 2,30( 2,832 0.1%
Preferred Stock Series B (1,753.64 shar
(13) 57¢ 53¢ 0.C%
32,42¢ 32,91t 1.2%
Boxercraft Georgia / Textiles & Senior Secured Term Loan A (10.00% p
Incorporated(20 Leather 1.00% PIK, due 9/15/201! 1,71z 1,70z 1,712 0.1%
Senior Secured Term Loan B (10.00% p
1.00% PIK, due 9/15/201! 4,89z 4,80¢ 4,892 0.2%
Senior Secured Term Loan C (10.00% p
1.00% PIK, due 9/15/201! 2,371 2,371 2,371 0.1%
Senior Secured Term Loan (10.00% plus
1.00% PIK, due 9/15/201! 8,32¢ 7,87¢ 41C 0.C%
Preferred Stock (1,000,000 shar — — 0.C%
Common Stock (10,000 shart — — 0.C%
Warrants (1 warrant, expiring 8/31/20: — — 0.C%
16,76( 9,38t 0.4%
Smart, LLC(14) New York / Membership Interest — 14z 0.C%
Diversified /
Conglomerate
Service
— 145 0.C%
Total Affiliate Investments 49,18¢ 42,44 1.€%

See notes to consolidated financial statements.
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Non-control/Non-affiliate Investments (less than 5.00% of voting aurol)
ADAPCO, Inc. Florida / Ecologica Common Stock (5,000 share $ 141 $ 33t 0.C%
141 33t 0.C%

Aderant North Georgia / Software ¢ Second Lien Term Loan (10.00%
America, Inc. Computer Services (LIBOR + 8.75% with 1.25% LIBOR
floor), due 6/20/2019)(4 $ 7,00C 6,90( 7,00( 0.2%

6,90( 7,00( 0.2%

Aircraft Fasteners California / Convertible Preferred Stock (32,500 unit
International, LL' Machinery 39¢ 56¢ 0.C%
39€ 565 0.C%
ALG USA Pennsylvania / Second Lien Term Loan (10.25%
Holdings, LLC Hotels, Restaurants (LIBOR + 9.00% with 1.25% LIBOR
Leisure floor), due 2/28/2020)(4 12,00( 11,76¢ 12,00( 0.4%

11,76¢ 12,00( 0.4%

American Gilsonite Utah / Specialty Second Lien Term Loan (11.50%, due

Company Minerals 9/1/2017) 38,50( 38,50( 38,50( 1.4%
Membership Interest in AGC/PEP, LLC
(99.9999%)(15 — 4,05¢ 0.2%
38,50( 42,55¢ 1.6%
Apidos CLO Cayman Islands /  Subordinated Notes (Residual Interest)
VI, Ltd.(22) Diversified Financial
Services 19,73( 19,93! 19,71¢ 0.7%
19,93: 19,71¢ 0.7%
Apidos CLO Cayman Islands / Subordinated Notes (Residual Interest)
IX, Ltd.(22) Diversified Financial
Services 20,52¢ 19,60¢ 19,29« 0.7%
19,60¢ 19,29« 0.7%
Apidos CLO Cayman Islands /  Subordinated Notes (Residual Interest)
XI, Ltd.(22) Diversified Financial
Services 38,34( 39,23¢ 37,97: 1.4%
39,23¢ 37,97: 1.4%
Apidos CLO Cayman Islands / Subordinated Notes (Residual Interest)
XIl, Ltd.(22) Diversified Financial
Services 44,06 43,48( 40,294 1.5%
43,48( 40,29¢ 1.5%
Arctic Glacier Canada / Food Second Lien Term Loan (11.25%
U.S.A Inc.(4) Products (LIBOR + 10.00% with 1.25% LIBOR
floor), due 11/10/201¢ 150,00 150,00  150,00( 5.€%
150,00  150,00( 5.€%
Armor Holding New York / Second Lien Term Loan (9.25%
11 LLC(4) Diversified Financial ~ (LIBOR + 8.00% with 1.25% LIBOR
Services floor), due 12/26/202C 7,00 6,86( 7,00( 0.2%

6,86( 7,00( 0.2%

See notes to consolidated financial statements.
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Atlantis Healthcare
Group (Puerto
Rico), Inc.(4)

Babson CLO Ltd
2011-1(22)

Babson CLO Ltd
2012-1A(22)

Babson CLO Ltd
2012-11A(22)

Blue Coat
Systems, Inc.

Broder Bros., Co

Brookside Mill
CLO Ltd.(22)

Byrider Systems
Acquisition Corp
(22)

Caleel + Hayden,
LLC(14)(31)

Puerto Rico /
Healthcare

Cayman Islands /
Diversified Financial
Services

Cayman Islands /
Diversified Financial
Services

Cayman Islands /
Diversified Financial
Services

Massachusetts /
Software & Compute
Services

Pennsylvania /
Textiles, Apparel &
Luxury Goods

Cayman Islands /
Diversified Financial
Services

Indiana / Auto
Finance

Colorado /
Personal &
Nondurable
Consume

Products

Revolving Line of Credit—$7,000
Commitment (10.00% (LIBOR + 8.009
with 2.00% LIBOR floor), due
2/21/2014)(25)(26 $

Senior Term Loan (10.00%

(LIBOR + 8.00% with 2.00% LIBOR

2,00(

floor), due 2/21/2018)(¢ 39,35:
Subordinated Notes (Residual Interest)
35,00(
Subordinated Notes (Residual Interest)
29,07t
Subordinated Notes (Residual Interest)
27,85(
Second Lien Term Loan (9.50%
(LIBOR + 8.50% with 1.00% LIBOR
floor), due 6/28/2020)(4 11,00(
Senior Secured Notes (10.75%
(LIBOR + 9.00% with 1.75% LIBOR
floor), due 6/27/2018(3)(£ 99,50(
Subordinated Notes (Residual Interest)
26,00(
Senior Subordinated Notes (12.00% plu
2.00% PIK, due 11/3/2016)(3)
10,91«

Membership Units (13,220 shares)

Escrow Receivable

$ 2,000 $ 2,00¢ 0.1%
39,35: 39,35: 1.5%
41,35: 41,35: 1.6%
34,49¢ 34,45( 1.2%
34,49¢ 34,45( 1.5%
25,917 27,26¢ 1.0%
25,917 27,26¢ 1.%
28,86 27,51( 1.(%
28,86: 27,51( 1.%
10,89( 11,00( 0.4%
10,89( 11,00( 0.4%
99,50( 99,32¢ 3.7%
99,50( 99,32¢ 3. 1%
23,89¢ 23,74 0.%
23,89¢ 23,74 0.%
10,91« 10,41% 0.4%
10,91« 10,41% 0.4%

— 104 0.C%
— 137 0.C%
— 241 0.C%

See notes to consolidated financial statements.
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Capstone
Logistics, LLC(4

Cargo Airport
Services
USA, LLC

Cent 17 CLO
Limited(22)

Cl Holdings(4)

CIFC Funding
2011-1, Ltd.(4)
(22)

Cinedigm DC
Holdings, LLC(4

The Copernicus
Group, Inc.

Correctional
Healthcare
Holding
Company, Inc.

Coverall North
America, Inc.

Georgia /
Commercial Service

New York /
Transportation

Cayman Islands /
Diversified Financial
Services

Texas / Software &
Computer Services

Cayman Islands /
Diversified Financial
Services

New York /
Software & Compute
Services

North Carolina .
Healthcare

Colorado / Healthca

Florida / Commercia
Services

Senior Secured Term Loan A (6.50%
(LIBOR + 5.00% with 1.50% LIBOR
floor), due 9/16/2016)(

Senior Secured Term Loan B (11.50%
(LIBOR + 10.00% with 1.50% LIBOR
floor), due 9/16/2016

Senior Secured Term Loan (10.50%
(LIBOR + 7.50% with 3.00% LIBOR
floor), due 3/31/2016)(3)(«

Common Equity (1.6 units

Subordinated Notes (Residual Interest)

Senior Secured Term Loan (10.00%
(LIBOR + 5.00% with 5.00% LIBOR
floor), due 6/11/2019

Secured Class D Notes (5.32%
(LIBOR + 5.00%), due 1/19/2023)

Unsecured Class E Notes (7.32%
(LIBOR + 7.00%), due 1/19/202:

Senior Secured Term Loan (11.00%
(LIBOR + 9.00% with 2.00% LIBOR
floor) plus 2.50% PIK, due 3/31/202

Escrow Receivable

Second Lien Term Loan (11.25%, due
1/11/2020)(3)

Senior Secured Term Loan (11.50%
(LIBOR + 8.50% with 3.00% LIBOR
floor), due 12/17/2017)(3)(«

$ 97,290 $ 97,29 $ 97,29:

100,00¢

43,971

24,87(

114,71¢

19,00(

15,40(

70,59¢

27,10(

39,30¢

3.7%

100,00  100,00( 3.&%
197,29 197,29: 7.5%
43,971 44,417 1.7%
1,63¢ 1,86( 0.1%
45,61¢ 46,27 1.8%
24,61t 25,45¢ 1.C%
24,61¢ 25,45« 1.%
114,710 114,71¢ 4.5%
114,710 114,71 4.5%
15,02¢ 15,84« 0.6%
12,63¢ 12,74¢ 0.5%
27,667 28,58¢ 1.1%
70,59¢ 70,59¢ 2.1%
70,59¢ 70,59¢ 2.1%
— 13C 0.C%

— 13C 0.C%
27,10( 27,10( 1.C%
27,10( 27,10( 1.C%
39,30¢ 39,30¢ 1.5%
39,30¢ 39,30¢ 1.5%

See notes to consolidated financial statements.
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CP Well Oklahoma / Oil & Senior Secured Term Loan (13.50%
Testing, LLC Gas Products (LIBOR + 11.00% with 2.50% LIBOR
floor), due 10/03/2017)(« $ 19,12t $ 19,12¢ $ 19,12¢ 0.7%
19,12t 19,12¢ 0.7%
CRT MIDCO, LLC Wisconsin / Medit Senior Secured Term Loan (10.50%
(LIBOR + 7.50% with 3.00% LIBOR
floor), due 6/30/2017)(3)(« 71,10¢ 71,10¢ 71,10¢ 2.1%
71,10¢ 71,10¢ 2.1%
Deltek, Inc. Virginia / Software & Second Lien Term Loan (10.00%
Computer Services (LIBOR + 8.75% with 1.25% LIBOR
floor), due 10/10/2019)(« 12,00( 11,83: 12,00( 0.5%
11,83: 12,00( 0.5%
Diamondback Oklahoma / Oil & Net Profits Interest (15.00% payable
Operating, LF Gas Productiol Equity distributions)(7 — — 0.C%
— — 0.(%
Edmentum, Inc Minnesota / Second Lien Term Loan (11.25%
(flk/a Consumer Services (LIBOR + 9.75% with 1.50% LIBOR
Archipelago floor), due 5/17/2019)
Learning, Inc)(4 50,00( 48,21¢ 50,00( 1.9%
48,21¢ 50,00( 1.9%
EIG Investors Corf Massachusetts / Second Lien Term Loan (10.25%
Software & Compute  (LIBOR + 9.00% with 1.25% LIBOR
Services floor), due 5/09/2020)(4)(1¢ 22,00( 21,79: 22,00( 0.8%
21,79: 22,00( 0.8%
Empire Today, LL( lllinois / Durable Senior Secured Note (11.375%, due
Consumer Produc 2/1/2017) 15,70( 15,33: 14,65( 0.€%
15,33: 14,65( 0.6%
EXL Acquisition South Carolina / Escrow Receivable
Corp Biotechnology — — 14 0.C%
— 14 0.(%
Evanta Oregon / Commerci: Subordinated Unsecured (12.00% plus
Ventures, Inc. Services 1.00% PIK, due 9/28/2018)
(11) 10,47¢ 10,47¢ 10,47¢ 0.4%
10,47¢ 10,47¢ 0.4%
Fairchild Industrial North Carolina . Escrow Receivable
Products, Co. Electronics — 14¢ 0.(%
— 14¢ 0.(%
Fischbein, LLC North Carolina . Escrow Receivable
Machinery — 22t 0.C%
— 22t 0.(%
Focus Brands, Inc. Georgia/ Consumer Second Lien Term Loan (10.25%
(4). Services (LIBOR + 9.00% with 1.25% LIBOR
floor), due 8/21/2018 18,00( 17,73: 18,00( 0.7%
17,73: 18,00( 0.7%

See notes to consolidated financial statements.
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FPG, LLC lllinois / Durable Senior Secured Term Loan (12.00%
Consumer Products (LIBOR + 11.00% with 1.00% LIBOR
floor), due 1/20/2017)(4 $ 21,40. $ 21,40! $ 21,40: 0.8%
Common Stock (5,638 share 27 19 0.C%
21,42¢ 21,42( 0.8%
Galaxy XII Cayman Islands / Subordinated Notes (Residual Interest)
CLO, Ltd.(22) Diversified Financial
Services 22,000 20,79: 21,657 0.8%
20,79: 21,657 0.8%
Galaxy XV Cayman Islands / Subordinated Notes (Residual Interest)
CLO, Ltd.(22) Diversified Financial
Services 35,02¢ 32,11¢ 30,221 1.1%
32,11¢ 30,221 1.1%
Grocery California / Retail Second Lien Term Loan (10.50%
Outlet, Inc. (LIBOR + 9.25% with 1.25% LIBOR
floor), due 6/17/2019)(4 14,45] 14,127 14,45] 0.£%
14,12; 14,45; 0.5%
Gulf Coast Texas / Senior Secured Term Loan (10.50%
Machine & Manufacturing (LIBOR + 8.50% with 2.00% LIBOR
Supply Compan' floor), due 10/12/2017)(3)(¢ 41,21 41,21 31,97 1.2%
41,21 31,97: 1.2%
Halcyon Loan Cayman Islands / Subordinated Notes (Residual Interest)
Advisors Fundini Diversified Financial
201z, Ltd.(22)  Services 23,18t 22,27¢ 22,72« 0.2%
22,27¢ 22,72« 0.2%
Halcyon Loan Cayman Islands / Subordinated Notes (Residual Interest)
Advisors Fundini Diversified Financial
201%l, Ltd.(22)  Services 40,40( 41,08t 38,29: 1.4%
41,08t 38,29: 1.4%
Hoffmaster Wisconsin / Durablt  Second Lien Term Loan (11.00%
Group, Inc.(4) Consumer Products (LIBOR + 9.50% with 1.50% LIBOR
floor), due 1/3/2019 20,00( 19,83: 19,59¢ 0.7%
Second Lien Term Loan (10.25%
(LIBOR + 9.00% with 1.25% LIBOR
floor), due 1/3/2019 1,00( 991 95t 0.C%
20,82: 20,55: 0.7%
ICON Health & Utah / Durable Senior Secured Note (11.875%, due
Fitness, Inc. Consumer Produc 10/15/2016)(3 43,10( 43,31( 33,92¢ 1.3%
43,31( 33,92¢ 1.2%
IDQ Holdings, Inc. Texas / Automobile Senior Secured Note (11.50%, due
4/1/2017) 12,50( 12,30( 12,50( 0.8%
12,30( 12,50( 0.£%

See notes to consolidated financial statements.
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ING IM CLO 2012-
Il, Ltd.(22)

ING IM CLO 2012-
111, Ltd.(22)

ING IM CLO 2012-
IV, Ltd.(22)

Injured Workers
Pharmacy LLC

Interdent, Inc.(4)

JHH Holdings, Inc.

LaserShip, Inc.(4)

LCM XIV
CLO Ltd.(22)

Cayman Islands /
Diversified Financial
Services

Cayman Islands /
Diversified Financial
Services

Cayman Islands /
Diversified Financial
Services

Massachusetts /
Healthcare

Callifornia /
Healthcare

Texas / Healthcare

Virginia /
Transportation

Cayman Islands /
Diversified Financial
Services

Subordinated Notes (Residual Interest)

Subordinated Notes (Residual Interest)

Income Notes (Residual Interest)

Second Lien Debt (11.50%
(LIBOR + 7.00% with 4.50% LIBOR
floor) plus 1.00% PIK, due 5/31/2019)
4)

Senior Secured Term Loan A (8.00%
(LIBOR + 6.50% with 1.50% LIBOR
floor), due 8/3/2017

Senior Secured Term Loan B (13.00%
(LIBOR + 10.00% with 3.00% LIBOR
floor), due 8/3/2017)(2

Second Lien Debt (12.00%
(LIBOR + 10.00% with 2.00% LIBOR
floor) plus 1.50% PIK, due 6/23/2018)
4

Revolving Line of Credit—$5,000
Commitment (10.25% (LIBOR + 8.259
with 2.00% LIBOR floor), due
12/21/2014)(25

Senior Secured Term Loan (10.25%
(LIBOR + 8.25% with 2.00% LIBOR
floor), due 12/21/2017)(z

Subordinated Notes (Residual Interest)

46,63:

40,61

22,43(

53,47¢

55,00(

16,11¢

37,03!

26,50(

$ 38,07( $ 34,90: $ 36,84¢ 1.4%
34,90: 36,84¢ 1.4%
44,45: 46,36 1.7%
44,45: 46,36 1.7%
39,25¢ 41,15: 1.5%
39,25¢ 41,15: 1.5%
22,43( 22,43( 0.£%
22,43( 22,43( 0.8%
53,47¢ 53,47¢ 2.C%
55,00( 55,00( 2.1%
108,47t  108,47! 4.1%
16,11¢ 16,11¢ 0.€%
16,11¢ 16,11¢ 0.6%

— — 0.C%
37,03: 37,03: 1.4%
37,03: 37,03: 1.4%
25,83¢ 25,83¢ 1.%
25,83¢ 25,83¢ 1.%

See notes to consolidated financial statements.
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LHC Holdings Florida / Healthcare Revolving Line of Credit—$750
Corp. Commitment (8.50% (LIBOR + 6.00%
with 2.50% LIBOR floor), due
5/31/2015)(4)(25)(26 — 3 — 8 — 0.(%
Senior Subordinated Debt (10.50%, due
5/31/2015)(3 2,86t 2,86t 2,86t 0.1%
Membership Interest (125 uni 21€ 24E 0.C%
3,081 3,11(C 0.1%
Madison Park Cayman Islands / Income Notes (Residual Interest)
Funding IX, Ltd. Diversified Financial
(22) Services 31,11( 26,40: 26,59¢ 1.(%
26,40: 26,59¢ 1.(%
Material Handling Ohio / Business Senior Secured Term Loan (10.50%
Services, LLC(4, Services (LIBOR + 8.50% with 2.00% LIBOR
floor), due 7/5/2017)(3 27,58( 27,58( 27,19¢ 1.(%
Senior Secured Term Loan (10.00%
(LIBOR + 8.00% with 2.00% LIBOR
floor), due 12/21/2017 37,95¢ 37,95¢ 37,03t 1.4%
65,53¢ 64,23¢ 2.4%
Maverick Arizona / Healthcare Preferred Units (1,250,000 units)
Healthcare, LLC 1,252 78C 0.(%
Common Units (1,250,000 unit — — 0.(%
1,252 78C 0.(%
Mountain View Cayman Islands / Subordinated Notes (Residual Interest)
CLO 2013-1 Ltd. Diversified Financial
(22) Services 43,65( 44,23t 43,19: 1.6%
44,23t 43,19: 1.6%
Medical Security ~ Arizona / Healthcare Revolving Line of Credit—$1,500
Card Commitment (9.50% (LIBOR + 7.00%
Company, LLC with 2.50% LIBOR floor), due 2/1/201t
4) (25) — — _ 0.C%
First Lien Term Loan (11.25%
(LIBOR + 8.75% with 2.50% LIBOR
floor), due 2/1/2016)(3 13,42: 13,42: 13,42: 0.5%
13,42: 13,42: 0.5%
National Texas / Diversified ~ Senior Subordinated Term Loan (12.00%
Bankruptcy Financial Services (LIBOR + 9.00% with 3.00% LIBOR
Services, LLC(3 floor) plus 1.50% PIK, due 7/17/2017)
(4) 18,68: 18,68: 16,88: 0.6%
18,68: 16,88: 0.6%

See notes to consolidated financial statements.
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Naylor, LLC(4) Florida / Media Revolving Line of Credit—$2,500
Commitment (11.00% (LIBOR + 8.009
with 3.00% LIBOR floor), due 6/7/201°
(25) $ — 3 — 8 — 0.C%
Senior Secured Term Loan (11.00%
(LIBOR + 8.00% with 3.00% LIBOR
floor), due 6/7/2017)(3 46,17( 46,17( 46,17( 1.7%
46,17( 46,17( 1.7%
New Century New Jersey Senior Subordinated Term Loan (12.009
Transportation, Transportation (LIBOR + 10.00% with 2.00% LIBOR
Inc. floor) plus 3.00% PIK, due 2/3/2018)(:
4) 45,12( 45,12( 44,16¢ 1.7%
45,12( 44,16¢ 1.7%
New Star Metals  Indiana / Metal Senior Subordinated Term Loan (11.509
Inc. Services & Minerals (LIBOR + 8.50% with 3.00% LIBOR
floor) plus 1.00% PIK, due 2/2/2018)( 50,27 50,27: 50,27 1.¢%
50,27 50,27 1.9%
Nixon, Inc. California / Durable Senior Secured Term Loan (8.75% plus
Consumer Produc 2.75% PIK, due 4/16/2018)(1 15,50¢ 15,25: 14,99: 0.6%
15,25: 14,99: 0.6%
NRG Texas / Escrow Receivable
Manufacturing,  Manufacturing
Inc. — 3,61¢ 0.1%
— 3,61¢ 0.1%
Pegasus Business Texas / Diversified  Revolving Line of Credit—$2,500
Intelligence, LP  Financial Services Commitment (9.00% (LIBOR + 7.75%
4) with 1.25% LIBOR floor), due
4/18/2014)(25 — — — 0.(%
Senior Secured Term Loan A (6.75%
(LIBOR + 5.50% with 1.25% LIBOR
floor), due 4/18/2018 15,93¢ 15,93¢ 15,93¢ 0.€%
Senior Secured Term Loan B (13.75%
(LIBOR + 12.50% with 1.25% LIBOR
floor), due 4/18/2018 15,93¢ 15,93¢ 15,93¢ 0.6%
31,87¢ 31,87¢ 1.2%
Octagon Investme Cayman Islands / Income Notes (Residual Interest)
Partners XV, Ltd Diversified Financial
(22) Services 26,90: 26,91¢ 25,51t 1.(%
26,91¢ 25,51t 1.(%
Pelican California / Durable Subordinated Secured (11.50%
Products, Inc.(1¢ Consumer Products ~ (LIBOR + 10.00% with 1.50% LIBOR
floor), due 6/14/2019)(3)(« 15,00( 14,72¢ 15,00( 0.6%
14,72¢ 15,00( 0.6%

See notes to consolidated financial statements.
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Pinnacle (US) Texas / Software & Second Lien Term Loan (10.50%
Acquisition Co  Computer Services (LIBOR + 9.25% with 1.25% LIBOR
Limited(16) floor), due 8/3/2020)(4 $ 10,00( 9,81 $ 10,00( 0.4%
9,81¢ 10,00( 0.4%
Pre-Paid Legal Oklahoma / Senior Subordinated Term Loan (11.509
Services, Inc.(1€ Consumer Services  (PRIME + 8.25%), due 12/31/2016)(3)
4) 5,00C 5,00C 5,00C 0.2%
5,00C 5,00C 0.2%
Prince Mineral New York / Metal Senior Secured Term Loan (11.50%, du
Holding Corp. Services & Mineral: 12/15/2019; 10,00( 9,88¢ 10,00( 0.4%
9,88¢ 10,00( 0.4%
Progrexion Utah / Consumer Senior Secured Term Loan (10.50%
Holdings, Inc.(4) Services (LIBOR + 8.50% with 2.00% LIBOR
(28) floor), due 9/14/2017)(¢ 241,030 241,03! 241,03 9.1%
241,030 241,03 9.1%
Rocket Massachusetts / Second Lien Term Loan (10.25%
Software, Inc.(3) Software & Compute  (LIBOR + 8.75% with 1.50% LIBOR
4) Services floor), due 2/8/2019 20,00( 19,71¢ 20,00( 0.8%
19,71¢ 20,00( 0.8%
Royal Adhesives & Indiana / Chemicals Senior Subordinated Unsecured Term Li
Sealants, LLC (12.00% plus 2.00% PIK, due
11/29/2016; 28,36+ 28,36+ 28,64¢ 1.1%
28,36 28,64¢ 1.1%
Ryan, LLC(4) Texas / Business Subordinated Secured (12.00%
Services (LIBOR + 9.00% with 3.00% LIBOR
floor) plus 3.00% PIK, due 6/30/201 70,00( 70,00( 70,00( 2.6%
70,00( 70,00( 2.6%
Sandow Florida / Media Senior Secured Term Loan (10.50%
Media, LLC (LIBOR + 8.50% with 2.00% LIBOR
floor) plus 1.50% PIK, due 5/8/2018)( 24,90( 24,90( 24,90( 0.%%
24,90( 24,90( 0.%
Seaton Corp.(3)(4) lllinois / Business Subordinated Secured (12.50%
Services (LIBOR + 9.00% with 3.50% LIBOR
floor) plus 2.00% PIK, due 3/14/201 3,30t 3,24¢ 3,30¢ 0.1%
Subordinated Secured (12.50%
(LIBOR + 9.00% with 3.50% LIBOR
floor) plus 2.00% PIK, due 3/14/201 10,00¢ 10,00t 10,00t 0.4%
13,25¢ 13,31( 0.£%
SESAC Holdco Tennessee / Media Second Lien Term Loan (10.00%
IILLC (LIBOR + 8.75% with 1.25% LIBOR
floor), due 7/12/2019)(4 6,00C 5,91« 6,00C 0.2%
5,91« 6,00( 0.2%

See notes to consolidated financial statements.
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Skillsoft Public Ireland / Software & Senior Unsecured (11.125%, due 6/1/20
Limited Computer Services
Company(22 $ 15,000 $ 14,927 $ 15,00( 0.6%
14,92: 15,00( 0.6%
Snacks Holding Minnesota / Food Series A Preferred Stock (4,021.45 shar
Corporatior 56 56 0.C%
Products Series B Preferred Stock (1,866.10 sha 56 56 0.(%
Warrant (to purchase 31,196.52 vot
common shares, expires 11/12/20 47¢ 484 0.(%
591 59¢ 0.(%
Southern South Carolina / Second Lien Term Loan (12.00% plus
Management Consumer Finance 5.00% PIK, due 5/31/2017)
Corporation (22)
(30) 17,56¢ 17,56¢ 18,267 0.7%
17,56¢ 18,267 0.7%
Spartan Energy Louisiana / Energy  Senior Secured Term Loan (10.50%
Services, Inc.(3) (LIBOR + 9.00% with 1.50% LIBOR
4) floor), due 12/28/2017 29,62t 29,62t 29,62t 1.1%
29,62¢ 29,62¢ 1.1%
Speedy Group Canada / Consumer Senior Unsecured (12.00%, due
Holdings Corp.  Finance 11/15/2017)(22 15,00( 15,00( 15,00( 0.6%
15,00( 15,00( 0.€%
Sport Helmets New York / Escrow Receivable
Holdings, LLC  Personal &
14) Nondurable
Consumer Produc — 38¢ 0.C%
— 38¢ 0.(%
Stauber California / Food Senior Secured Term Loan (10.50%
Performance Products (LIBOR + 7.50% with 3.00% LIBOR
Ingredients, Inc. floor), due 1/21/2016)
3)(4) 16,59¢ 16,59¢ 16,59« 0.6%
Senior Secured Term Loan (10.50%
(LIBOR + 7.50% with 3.00% LIBOR
floor), due 5/21/2017 10,23¢ 10,23¢ 10,23¢ 0.4%
26,83: 26,83: 1.(%
Stryker Ohio / Oil & Gas Subordinated Secured Revolving Credit
Energy, LLC Production Facility—$50,300 Commitment (8.50%
(LIBOR + 7.00% with 1.50% LIBOR
floor) plus 3.75% PIK, in non-accrual
status effective 12/1/2011, due
12/1/2015)(4)(25 34,73¢ 32,71: — 0.(%
Overriding Royalty Interests(1 — — 0.C%
32,71: — 0.(%

See notes to consolidated financial statements.
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Symphony CLO, Cayman Islands / LP Certificates (Residual Interest)
IX Ltd.(22) Diversified Financial
Services $ 45500 $ 42,28¢ $ 43,98( 1.7%
42,28¢ 43,98( 1.7%
System One Pennsylvania / Senior Secured Term Loan (11.00%
Holdings, LLC(3' Business Services (LIBOR + 9.50% with 1.50% LIBOR
(4) floor), due 12/31/201¢ 32,00( 32,00( 32,00( 1.2%
32,00( 32,00( 1.2%
TB Corp.(3) Texas / Consumer  Senior Subordinated Note (12.00% plus
Service 1.50% PIK, due 12/18/201: 23,36 23,36 23,36 0.€%
23,36: 23,36 0.9%
Targus Group California / Durable First Lien Term Loan (11.00%
International, Inc Consumer Products (LIBOR + 9.50% with 1.50% LIBOR
(16) floor), due 5/25/2016)(3)(« 23,52( 23,20¢ 23,52( 0.€%
23,20¢ 23,52( 0.€%
TGG Medical New Jersey Second Lien Term Loan (11.25%
Transitory, Inc.  Healthcare (LIBOR + 10.00% with 1.25% LIBOR
floor), due 6/27/2018)(4 8,00( 7,77: 8,00( 0.2%
7,77: 8,00( 0.2%
The Petroleum Colorado / Second Lien Term Loan (10.00%
Place, Inc. Software & Compute  (LIBOR + 8.75% with 1.25% LIBOR
Services floor), due 5/20/2019)(4 22,00( 21,69( 22,00( 0.8%
21,69( 22,00( 0.8%
Totes Isotoner Ohio / Nondurable  Second Lien Term Loan (10.75%,
Corporation Consumer Products (LIBOR + 9.25% with 1.50% LIBOR
floor), due 1/8/2018)(3)(4 39,00( 39,00( 39,00( 1.5%
39,00( 39,00( 1.5%
Traeger Pellet Oregon / Durable Revolving Line of Credit—$10,000
Grills LLC(4) Consumer Products ~ Commitment (9.00% (LIBOR + 7.00%
with 2.00% LIBOR floor), due
6/18/2014)(25 6,14: 6,14: 6,14:% 0.2%
Senior Secured Term Loan A (6.50%
(LIBOR + 4.50% with 2.00% LIBOR
floor), due 6/18/2018 30,00( 30,00( 30,00( 1.1%
Senior Secured Term Loan B (11.50%
(LIBOR + 9.50% with 2.00% LIBOR
floor), due 6/18/2018 30,00( 30,00( 30,00( 1.1%
66,14: 66,14 2.5%
TransFirst New York / Second Lien Term Loan (11.00%,
Holdings, Inc.(4) Software & Compute  (LIBOR + 9.75% with 1.25% LIBOR
Services floor), due 6/27/2018 5,00( 4,86( 5,00(C 0.2%
4,86( 5,00 0.2%

See notes to consolidated financial statements.
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United Sporting South Carolina / Second Lien Term Loan (12.75%
Companies, Inc. Durable Consumer (LIBOR + 11.00% with 1.75% LIBOR
(5) Products floor), due 5/16/2018)(4 $ 160,00 $ 160,000 $ 160,00( 6.C%
160,00( 160,00( 6.C%
Wind River Utah / Oil & Gas Senior Secured Note (13.00%

Resources Corp Production (LIBOR + 7.50% with 5.50% LIBOR

and Wind River floor) plus 3.00% default interest on

1l Corp. principal, 16.00% default interest on p

due interest, in non-accrual status
effective 12/1/2008, past due)| 15,00( 14,75( — 0.C%
Net Profits Interest (5.00% payable
Equity distributions)(7 — — 0.C%
14,75( — 0.C%
Total Non-control/Non-affiliate
Investments (Level 3 Investments 3,376,31' 3,318,66. 124.9%
Total Level 3 Portfolio Investments 4,255,65' 4,172,74 157.1%
LEVEL 1 PORTFOLIO INVESTMENTS:
Non-control/Non-affiliate Investments (less than 5.00% of voting aurol)
Allied Defense Virginia / Common Stock (10,000 shares)
Group, Inc. Aerospace & Defen: 5€ — 0.C%
5€ — 0.C%
Dover Massachusetts / Common Stock (30,974 shares)
Saddlery, Inc. Retail 63 112 0.C%
63 112 0.C%
Total Non-control/Non-affiliate
Investments (Level 1 Investments) 11¢ 112 0.C%
Total Portfolio Investments 4,255,77: 4,172,85. 157.1%
SHORT TERM INVESTMENTS: Money Market Funds (Level 2 Investments)

Fidelity Institutional Money Market Funds—Governmé&mortfolio (Class 1) 83,45¢ 83,45¢ 31%
Fidelity Institutional Money Market Fun—Government Portfolio (Class I)( 49,80 49,80 1.%
Victory Government Money Market Fun 10,00: 10,00: 0.4%
Total Money Market Funds 143,26: 143,26: 5.4%
Total Investments $4,399,041 $4,316,11. 162.52%

See notes to consolidated financial statements.
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LEVEL 3 PORTFOLIO INVESTMENTS:
Control Investments (greater than 25.00% voting cotrol)
AIRMALL Pennsylvania / Senior Secured Term Loan (12.00%
USA, Inc.(27) Property (LIBOR + 9.00% with 3.00% LIBOR
Managemen floor), due 6/30/2015)(3)(« $ 29,35( $ 29,35( $ 29,35( 2.(%
Senior Subordinated Term Loan (12.009
plus 6.00% PIK, due 12/31/201 12,50( 12,50( 12,50( 0.8%
Convertible Preferred Stock (9,919.684
shares’ 9,92( 6,132 0.4%
Common Stock (100 share — — 0.C%
51,77( 47,98. 3.2%
Ajax Rolled Ring & South Carolina / Senior Secured Note—Tranche A (10.5C
Machine, Inc. Manufacturing (LIBOR + 7.50% with 3.00% LIBOR
floor), due 4/01/2013)(3)(« 20,167 20,167 20,167 1.2%
Subordinated Secured Note—Tranche B
(11.50% (LIBOR + 8.50% with 3.00%
LIBOR floor) plus 6.00% PIK, due
4/01/2013)(3)(4 15,03t 15,03t 15,03t 1.(%
Convertible Preferred Stock—Series A
(6,142.6 shares 6,057 17,19 1.1%
Unrestricted Common Stock (6 shar — 17 0.C%
41,25¢ 52,41( 3.4%
AWCNC, LLC(19) North Carolina . Members Unit—Class A (1,800,000 unit: — — 0.(%
Machinery Members Unit—Class E-1 (1 unit) — — 0.C%
Members Units—Class B-2 (7,999,999
units) — — 0.C%
— — 0.(%
Borga, Inc. California / Revolving Line of Credit—$1,000
Manufacturing Commitment (5.00% (PRIME + 1.75%
plus 3.00% default interest, in non-
accrual status effective 03/02/2010, pi
due)(4)(25) 1,00( 94E 66€ 0.(%
Senior Secured Term Loan B (8.50%
(PRIME + 5.25%) plus 3.00% default
interest, in non-accrual status effective
03/02/2010, past due)( 1,612 1,50( — 0.(%
Senior Secured Term Loan C (12.00% p
4.00% PIK plus 3.00% default interest
non-accrual status effective 03/02/201
past due 9,35: 707 — 0.C%
Common Stock (100 shares)(z — — 0.C%
Warrants (33,750 warrants)(2 — — 0.C%
3,152 66€ 0.(%

See notes to consolidated financial statements.
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Energy Solutions Texas / Gas
Holdings, Inc.(8) Gathering and

Processing
First Tower Mississippi /
Holdings of Consumer Finance
Delaware, LLC
(22)(29)

Integrated Contrac North Carolina .
Services, Inc.(9) Contracting

Kansas / Oil & Gas
Production

Manx Energy, Inc.
("Manx")(12)

Senior Secured Note (18.00%, due

12/11/2016)(3 $ 25,000 $ 25,000 $ 25,00( 1.7%
Junior Secured Note (18.00%, due
12/12/2016)(3 12,00( 12,00( 12,00( 0.8%
Senior Secured Note to Vessel
Holdings LLC (18.00%, due 12/12/201 3,50( 3,50( 3,50( 0.2%
Subordinated Secured Note to Freedom
Marine Holdings, LLC (12.00%
(LIBOR + 6.11% with 5.89% LIBOR
floor) plus 4.00% PIK, in non-accrual
status effective 10/1/2010, due
12/31/2011)(4 13,35: 12,50« 5,60: 0.4%
Senior Secured Debt to Yatesville Coal
Holdings, Inc. (Non-accrual status
effective 1/1/2009, past du 1,44¢ 1,44¢ — 0.C%
Escrow Receivabl — 9,82t 0.6%
Common Stock (100 share 8,79z 70,94( 4.71%
63,24f 126,86t 8.4%
Senior Secured Revolving Credit Facility
$400,000 Commitment (20.00%
(LIBOR + 18.50% with 1.50% LIBOR
floor), due 6/30/2022)(2¢ 244,76( 244,76  244,76( 16.2%
Common Stock (83,729,323 shar 43,19:¢ 43,19:¢ 2.5%
Net Revenue Interest (5% of N
Revenue & Distributions — — 0.C%
287,95,  287,95: 19.1%
Secured Promissory Notes (15.00%, in r
accrual status effective 12/22/2010, dt
3/21/201:—12/18/2013)(10 2,581 2,58( — 0.C%
Senior Demand Note (15.00%, in non-
accrual status effective 11/1/2010, pas
due)(10) 1,17¢ 1,17C — 0.C%
Senior Secured Note (7.00% plus 7.00%
PIK plus 6.00% default interest, in nor
accrual status effective 10/9/2007, pa:
due) 30C — — 0.C%
Junior Secured Note (7.00% plus 7.00%
PIK plus 6.00% default interest, in nor
accrual status effective 10/9/2007, pas
due) 11,52( 11,52( — 0.C%
Preferred Sto—Series A (10 share — — 0.C%
Common Stock (49 share 67¢ — 0.C%
15,94¢ — 0.C%
Senior Secured Note (13.00%, in non-
accrual status effective 1/19/2010, dut
6/21/2013) 3,55( 3,55( — 0.C%
Preferred Stock (6,635 shar 6,307 — 0.C%
Common Stock (17,082 shar¢ 1,17 — 0.C%
11,027 — 0.C%

See notes to consolidated financial statements.
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NMMB New York / Media Senior Term Loan (14.00%, due 5/6/201
Holdings, Inc.
(24) 21,70C $ 21,70C $ 21,70( 1.4%
Senior Subordinated Term Loan (15.009
due 5/6/2016 2,80( 2,80( 2,80( 0.2%
Series A Preferred Stock (4,400 sha 4,40( 252 0.C%
28,90( 24,75: 1.6%
R-V Industries, Inc Pennsylvania / Warrants (200,000 warrants, expiri
Manufacturing 6/30/2017) 1,682 6,407 0.4%
Common Stock (545,107 shar 5,087 17,45: 1.2%
6,76¢ 23,85¢ 1.6%
Wolf Energy Kansas / Oil & Gas Appalachian Energy Holdings, LLC
Holdings, Inc. Production ("AEH")—Senior Secured First Lien
(12) Note (8.00%, in non-accrual status
effective 1/19/2010, due 6/21/201 2,431 2,00( — 0.C%
Coalbed, LLC—Senior Secured Note
(8.00%, in non-accrual status effective
1/19/2010, due 6/21/2013)( 7,311 5,991 — 0.C%
Common Stock (100 Share — — 0.C%
7,991 — 0.C%
Total Control Investments 518,01! 564,48¢ 37.2%
Affiliate Investments (5.00% to 24.99% voting contol)
BNN Holdings Michigan / Senior Secured Note (11.50%
Corp. Healthcare (LIBOR + 7.00% with 4.50% LIBOR
(f/k/a Biotronic floor) plus 1.00% PIK, due 2/21/2013)
NeuroNetwork] (4) 26,22’ 26,221 26,221 1.8%
Preferred Stock Series A (9,925.455 she
(13) 2,30( 2,151 0.2%
Preferred Stock Series B (1,753.64 shar
(13) 57¢ 54z 0.C%
29,10¢ 28,92( 2.%
Boxercraft Georgia / Textiles & Senior Secured Term Loan A (9.50%
Incorporated Leather (LIBOR + 6.50% with 3.00% LIBOR
floor), due 9/16/2013)(3)(« 1,644 1,53: 1,644 0.1%
Senior Secured Term Loan B (10.00%
(LIBOR + 7.00% with 3.00% LIBOR
floor), due 9/16/2013)(3)(« 4,69¢ 4,26t 4,69¢ 0.2%
Senior Secured Term Loan C (10.50%
(LIBOR + 7.50% with 3.00% LIBOR
floor), due 9/16/2013)(3)(« 2,271 2,271 2,271 0.2%
Senior Secured Term Loan (12.00% plus
3.00% PIK, due 3/16/2014)(: 7,96€ 7,04¢ 7,96¢ 0.£%
Preferred Stock (1,000,000 shar — 57¢€ 0.C%
Common Stock (10,000 shart — — 0.C%
15,12: 17,16: 1.1%
Smart, LLC(14) New York / Membership Interest
Diversified /
Conglomerate
Service — 35 0.C%
— 35 0.C%
Total Affiliate Investments 44,22¢ 46,11¢ 3.1%

See notes to consolidated financial statements.
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Non-control/Non-affiliate Investments (less than 5.00% of voting aurol)
ADAPCO, Inc. Florida / Ecologica Common Stock (5,000 shar¢ 141 $ 24C 0.(%
141 24C 0.(%
Aircraft Fasteners California / Convertible Preferred Stock (32,500 unit
International, LL' Machinery 39€ 471 0.C%
39€ 471 0.(%
American Gilsonite Utah / Specialty Senior Subordinated Note (12.00%
Company Minerals (LIBOR + 10.00% with 2.00% LIBOR
floor) plus 2.50% PIK, due 3/10/2016)
(4) $ 30,230 30,23: 30,23: 2.(%
Senior Subordinated Note (12.00%
(LIBOR + 10.00% with 2.00% LIBOR
floor) plus 2.50% PIK, due 3/10/2016) 7,50( 7,50( 7,50( 0.5%
Membership Interest in AGC/PEP, LLC
(99.9999%)(15 — 6,83( 0.£%
37,73: 44,56 3.(%
Apidos CLO Cayman Islands / Subordinated Notes (Residual Interest)
VI, Ltd.(22) Diversified Financial
Services 19,73( 18,05¢ 19,50¢ 1.2%
18,05¢ 19,50¢ 1.2%
Apidos CLO Cayman Islands / Subordinated Notes (Residual Interest)
IX, Ltd.(22) Diversified Financial
Services 20,52¢ 18,72: 18,72 1.2%
18,72: 18,72: 1.2%
Archipelago Minnesota / Second Lien Debt (11.25%
Learning, Inc Consumer Services (LIBOR + 9.75% with 1.50% LIBOR
floor), due 5/17/2019)(4)(1¢ 50,00( 48,02: 49,27 3.2%
48,02: 49,27 3.2%
Babson CLO Ltd  Cayman Islands / Subordinated Notes (Residual Interest)
2011-1(22) Diversified Financial
Services 35,00( 33,08( 34,24« 2.2%
33,08( 34,24« 2.2%
Babson CLO Ltd  Cayman Islands / Subordinated Notes (Residual Interest)
2012-1A(22) Diversified Financial
Services 29,07* 27,01« 27,191 1.6%
27,01« 27,191 1.6%
Babson CLO Ltd  Cayman Islands / Subordinated Notes (Residual Interest)
2012-11A(22) Diversified Financial
Services 27,85( 27,48¢ 27,01% 1.£€%
27,48t 27,011 1.8%
Blue Coat Massachusetts / Second Lien Term Loan (11.50%
Systems, Inc.(3) Software & Compute  (LIBOR + 10.00% with 1.50% LIBOR
(4) Services floor), due 8/15/2018 25,00( 24,27¢ 25,00( 1.7%
24,27¢ 25,00( 1.7%

See notes to consolidated financial statements.
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Byrider Systems
Acquisition Corp
(22)

Caleel + Hayden,
LLC(14)(31)

Capstone
Logistics, LLC(4

Cargo Airport
Services
USA, LLC

CIFC Funding
2011-1, Ltd.(4)

The Copernicus
Group, Inc.

CRT MIDCO, LLC

Diamondback
Operating, LF

Empire Today, LL(

Fairchild Industrial
Products, Co.

Indiana / Auto
Finance

Colorado /
Personal &
Nondurable
Consumer Produc

Georgia /

Commercial Service

New York /
Transportation

Cayman Islands /

Diversified Financial

Services

North Carolina .
Healthcare

Wisconsin / Medit

Oklahoma / Oil &
Gas Productiol

lllinois / Durable
Consumer Produc

North Carolina .
Electronics

Senior Subordinated Notes (12.00% plut
2.00% PIK, due 11/3/2016)(3)

Membership Units (7,500 shares)

Senior Secured Term Loan A (7.50%
(LIBOR + 5.50% with 2.00% LIBOR
floor), due 9/16/2016

Senior Secured Term Loan B (13.50%
(LIBOR + 11.50% with 2.00% LIBOR
floor), due 9/16/2016)(=

Senior Secured Term Loan (10.50%
(LIBOR + 7.50% with 3.00% LIBOR
floor), due 3/31/2016)(3)(«

Common Equity (1.6 units

Secured Class D Notes (5.79%
(LIBOR + 5.00%), due 1/19/2023)

Unsecured Class E Notes (7.79%
(LIBOR + 7.00%), due 1/19/202:

Escrow Receivable

Senior Secured Term Loan (10.50%
(LIBOR + 7.50% with 3.00% LIBOR
floor), due 6/30/2017)(3)(¢

Net Profits Interest (15.00% payable
Equity distributions)(7

Senior Secured Note (11.375%, due
2/1/2017)

Escrow Receivable

33,79¢

41,62t

48,89:

19,00(

15,40(

73,50(

15,70(

$ 20,54t $ 20,54¢ $ 19,99( 1.2%
20,54¢ 19,99( 1.2%
351 1,031 0.1%
351 1,031 0.1%
33,79: 33,79¢ 2.2%
41,62t 41,62¢ 2.8%
75,41¢ 75,41¢ 5.(%
48,89: 48,89: 3.2%
1,63¢ 1,88¢ 0.1%
50,53( 50,771 3.5%
14,77¢ 15,22¢ 1.(%
12,48( 12,48¢ 0.£%
27,25¢ 27,713 1.£%
— 31¢ 0.C%
— 31¢ 0.C%
73,50( 73,49: 4.%
73,50( 73,49! 4.%
— — 0.(%
— — 0.(%
15,25t 15,70( 1.0%
15,25t 15,70( 1.C%
— 144 0.(%
— 144 0.(%

See notes to consolidated financial statements.
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Fischbein, LLC North Carolina Senior Subordinated Debt (12.00% plus
Machinery 2.00% PIK, due 10/31/201! $ 341t $ 3418 $ 341: 0.2%
Escrow Receivable Escrow Escr — 56¢ 0.(%
Membership Class A (875,000 uni 87t 2,03¢ 0.1%

4,28¢ 6,01¢ 0.4%

Focus Brands, Inc. Georgia/ Consumer Second Lien Term Loan (10.25%

4) Services (LIBOR + 9.00% with 1.25% LIBOR
floor), due 8/21/2018 15,00( 14,71: 14,71: 1.(%
14,71: 14,71: 1.(%
Galaxy XII Cayman Islands / Subordinated Notes (Residual Interest)
CLO, Ltd.(22). Diversified Financial
Services 22,00( 21,52¢ 21,891 1.4%
21,52¢ 21,897 1.4%
H&M QOil & Texas / Oil & Gas Senior Secured Note (13.00%
Gas, LLC Production (LIBOR + 7.50% with 5.50% LIBOR

floor) plus 3.00% PIK, plus 2.00%

default interest, in non-accrual status

effective 1/1/2011, past due)( 62,81+« 60,01¢ 30,52« 2.(%
Senior Secured Note (18.00% PIK, in no

accrual status effective 4/27/2012, pas

due) 4,501 4,43( 4,501 0.2%
Net Profits Interest (8.00% payable
Equity distributions)(7 — — 0.C(%

64,44¢ 35,03: 2.%

Hi-Tech Testing Texas / Oil & Gas  Senior Secured Term Loan (11.00%, dut

Service, Inc. anc Equipment & 9/26/2016)
Wilson Services
Inspection XRay
Services, Inc. 7,400 7,18¢ 7,391 0.5%
7,18¢ 7,391 0.£%
Hoffmaster Wisconsin / Durable  Second Lien Term Loan (11.00%
Group, Inc.(4)  Consumer Products  (LIBOR + 9.50% with 1.50% LIBOR
floor), due 1/3/2019 10,00( 9,81( 9,811 0.6%
Second Lien Term Loan (10.25%
(LIBOR + 9.00% with 1.25% LIBOR
floor), due 1/3/2019 1,00( 99(C 951 0.1%
10,80( 10,76: 0.7%
Hudson Products Texas / Senior Secured Term Loan (9.00%
Holdings, Inc. Manufacturing (PRIME + 5.00% with 4.00% PRIME
(16) floor), due 8/24/2015)(3)(« 6,29¢ 5,88( 5,82¢ 0.4%
5,88( 5,82¢ 0.4%
ICON Health & Utah / Durable Senior Secured Note (11.875% , due
Fitness, Inc. Consumer Produc 10/15/2016)(3 43,10( 43,36: 43,10( 2.%

43,36 43,10( 2.5%

IDQ Holdings, Inc. Texas / Automobile Senior Secured Note (11.50%, due
4/1/2017) 12,50( 12,26( 12,48¢ 0.£%

12,26( 12,48¢ 0.8%

See notes to consolidated financial statements.
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% of
Principal Fair Net
Portfolio Company  Locale / Industry Investments(1) Value Cost  Value(2) Assets
Injured Workers Massachusetts / Second Lien Debt (12.00%
Pharmacy LLC  Healthcare (LIBOR + 7.50% with 4.50% LIBOR
floor) plus 1.00% PIK, due 11/4/2017)
(4) $ 15,10C $ 15,10 $ 15,10( 1.(%
15,10( 15,10( 1.(%
Iron Horse Coiled Alberta, Canada/  Common Stock (3,821 shares)
Tubing, Inc.(23, Production Service 26¢ 2,04( 0.1%
26¢ 2,04( 0.1%
JHH Holdings, Inc. Texas / Healthcare Second Lien Debt (12.00%
(LIBOR + 10.00% with 2.00% LIBOR
floor) plus 2.50% PIK, due 6/23/2016)
(4) 15,73¢ 15,73¢ 15,73¢ 1.(%
15,73¢ 15,73¢ 1.(%
LHC Holdings Florida / Healthcare Revolving Line of Credit—$750
Corp. Commitment (8.50% (LIBOR + 6.00%
with 2.50% LIBOR floor), due
5/31/2015)(4)(25)(26 — — — 0.(%
Senior Subordinated Debt (10.50%, due
5/31/2015)(3! 4,26¢ 4,12t 4,12¢ 0.2%
Membership Interest (125 uni 21€ 22t 0.C%
4,341 4,35( 0.2%
Madison Park Cayman Islands / Subordinated Notes (Residual Interest)
Funding IX, Ltd. Diversified Financial
(22) Services 31,11( 25,81( 25,81( 1.7%
25,81( 25,81( 1.7%
Maverick Arizona / Healthcare Preferred Units (1,250,000 units)
Healthcare, LLC 1,252 1,75¢€ 0.1%
Common Units (1,250,000 unit — 95 0.(%
1,252 1,851 0.1%
Medical Security ~ Arizona / Healthcare Revolving Line of Credit—$1,500
Card Commitment (9.50% (LIBOR + 7.00%
Company, LLC with 2.50% LIBOR floor), due 2/1/201t
4 (25) — — — 0.0%
First Lien Term Loan (11.25%
(LIBOR + 8.75% with 2.50% LIBOR
floor), due 2/1/2016)(3 17,317 17,317 17,317 1.1%
17,317 17,317 1.1%
Mood Media Canada / Media Senior Subordinated Term Loan (10.25%
Corporation(3) (LIBOR + 8.75% with 1.50% LIBOR
(16)(22) floor), due 11/6/2018)(4 15,00( 14,86¢ 15,00( 1.(%
14,86¢ 15,00( 1.(%

See notes to consolidated financial statements.
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National Texas / Diversified  Senior Subordinated Term Loan (12.009
Bankruptcy Financial Services (LIBOR + 9.00% with 3.00% LIBOR
Services, LLC(3) floor) plus 1.50% PIK, due 7/16/2017)
4) $ 18,40: $ 18,40: $ 18,40: 1.2%
18,40: 18,40: 1.2%
Naylor, LLC(4) Florida / Media Revolving Line of Credit—$2,500

Commitment (11.00% (LIBOR + 8.009

with 3.00% LIBOR floor), due 6/7/201"

(25) — — — 0.C%
Senior Secured Term Loan (11.00%

(LIBOR + 8.00% with 3.00% LIBOR

floor), due 6/7/2017 48,60( 48,60( 48,60( 3.2%

48,60( 48,60( 3.2%

New Meatcc California / Food Senior Subordinated Term Loan (12.00%
Provisions, LLC Products (LIBOR + 9.00% with 3.00% LIBOR
floor) plus 4.00%, PIK due 4/18/2016): 12,43¢ 12,43¢ 6,571 0.4%
12,43¢ 6,571 0.4%
Nixon, Inc. California / Durable Senior Secured Term Loan (8.75% plus
Consumer Produc 2.75% PIK, due 4/16/2018)(1 15,08t 14,79. 14,79. 1.(%
14,79 14,79 1.(%
Nobel Learning Pennsylvania / Subordinated Unsecured (11.50% plus
Communities, Consumer Services 1.50% PIK, due 8/9/2017)
Inc. 15,14° 15,14° 15,147 1.(%
15,14° 15,147 1.(%
Northwesterr Florida / Healthcare Revolving Line of Credit—$1,500
Management Commitment (10.50% (PRIME + 6.75¢
Services, LLC with 3.75% PRIME floor), due
7/30/2015)(4)(25 20C 20C 20C 0.(%
Senior Secured Term Loan A (10.00%
(LIBOR + 7.00% with 3.00% LIBOR
floor), due 7/30/2015)(3)(« 16,09: 16,09: 16,092 1.1%
Common Stock (50 share 371 1,20% 0.1%
16,66: 17,49 1.2%
NRG Texas / Escrow Receivable
Manufacturing, II Manufacturing — 6,431 0.4%
— 6,431 0.4%

Out Rage, LLC(4) Wisconsin / Durabli  Revolving Line of Credit—$1,500
Consumer Products Commitment (11.0% (LIBOR + 8.00%
with 3.00% LIBOR floor), due
3/02/2013)(25 — — — 0.(%
Senior Secured Term Loan (11.00%
(LIBOR + 8.00% with 3.00% LIBOR
floor), due 3/2/2015 10,75¢ 10,75¢ 10,68¢ 0.7%

10,75¢ 10,68¢ 0.7%

See notes to consolidated financial statements.
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Pinnacle Treatmer Pennsylvania / Revolving Line of Credit—$1,000
Centers, Inc.(4) Healthcare Commitment (8.0% (LIBOR + 5.00%
with 3.00% LIBOR floor), due
1/10/2016)(25 $ — 8 — $ — 0.C%
Senior Secured Term Loan (11.00%
(LIBOR + 8.00% with 3.00% LIBOR
floor), due 1/10/2016)(¢ 17,47¢ 17,47¢ 17,47¢ 1.2%
17,47¢ 17,47¢ 1.2%
Potters Holdings ~ Pennsylvania / Senior Subordinated Term Loan (10.259
I, L.P.(16) Manufacturing (LIBOR + 8.50% with 1.75% LIBOR
floor), due 11/6/2017)(3)(« 15,00( 14,80: 14,60¢ 1.(%
14,80 14,60¢ 1.(%
Pre-Paid Legal Oklahoma / Senior Subordinated Term Loan (11.009
Services, Inc.(1€ Consumer Services (LIBOR + 9.50% with 1.50% LIBOR
floor), due 12/31/2016)(3)(« 5,00( 5,00C 4,98¢ 0.2%
5,00( 4,98¢ 0.2%
Progrexion Utah / Consumer Senior Secured Term Loan A (11.25%
Holdings, Inc.(4) Services (LIBOR + 9.25% with 2.00% LIBOR
(28) floor), due 12/31/2014)(¢ 34,50: 34,500 34,50: 2.2%
Senior Secured Term Loan B (11.25%
(LIBOR + 9.25% with 2.00% LIBOR
floor), due 12/31/2014 28,17¢ 28,17¢ 28,17¢ 1.%
62,68( 62,68( 4.2%
Renaissance Wisconsin / Second Lien Term Loan (12.00%
Learning, Inc. Consumer Services (LIBOR + 10.50% with 1.50% LIBOR
(16). floor), due 10/19/2018)(« 6,00( 5,77¢ 6,00( 0.4%
5,77¢ 6,00C 0.4%
Rocket Massachusetts / Second Lien Term Loan (10.25%
Software, Inc.(3) Software & Compute  (LIBOR + 8.75% with 1.50% LIBOR
4) Services floor), due 2/8/2019 15,00( 14,71 14,71 1.(%
14,71: 14,71: 1.(%
Royal Adhesives & Indiana/ Chemicals Senior Subordinated Unsecured Term Lt
Sealants, LLC (12.00% plus 2.00% PIK due
11/29/2016, 27,79¢ 27,79¢ 27,79¢ 1.6%
27,79¢ 27,79¢ 1.6%
Seaton Corp. lllinois / Business Subordinated Secured (12.50%
Services (LIBOR + 9.00% with 3.50% LIBOR
floor) plus 2.00% PIK, due 3/14/2014)
4) 3,28¢ 3,16¢ 3,28¢ 0.2%
3,16¢ 3,28¢ 0.2%
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SG Georgia / Insurance Senior Secured Term Loan A (8.50%
Acquisition, Inc. (LIBOR + 6.50% with 2.00% LIBOR
4) floor), due 3/18/2016 $ 27,46¢ $ 27,46¢ $ 27,46¢ 1.€%
Senior Secured Term Loan B (14.50%
(LIBOR + 12.50% with 2.00% LIBOR
floor), due 3/18/2016)(¢ 29,62¢ 29,62t 29,62t 2.(%
Senior Secured Term Loan C (8.50%
(LIBOR + 6.50% with 2.00% LIBOR
floor), due 3/18/2016 12,68t¢ 12,68t¢ 12,68¢ 0.6%
Senior Secured Term Loan D (14.50%
(LIBOR + 12.50% with 2.00% LIBOR
floor), due 3/18/2016 13,68: 13,68: 13,68: 0.%
83,46 83,46. 5.5%
Shearer's Ohio / Food Product Junior Secured Debt (12.00% plus 3.75°
Foods, Inc. PIK (3.75% LIBOR floor), due
3/31/2016)(3)(4 37,63¢ 37,63¢ 37,63¢ 2.5%
Membership Interest in Mistral Chip
Holdings, LLC—Common (2,000 units
a7 2,00C 2,161 0.1%
Membership Interest in Mistral Chip
Holdings, LLC 2—Common (595 units
7) 1,322 64z 0.(%
Membership Interest in Mistral Chip
Holdings, LLC 3—Preferred (67 units)
a7 678 88¢ 0.1%
41,63¢ 41,32¢ 2.1%
Skillsoft Public Ireland / Software & Senior Unsecured (11.125%, due 6/1/20
Limited Computer Services
Company(22 15,00( 14,91¢ 15,00( 1.(%
14,91¢ 15,00( 1.(%
Snacks Holding Minnesota / Food Senior Subordinated Unsecured Term Lt
Corporation Products (12.00% plus 1.00% PIK, due
11/12/2017, 15,25( 14,75¢ 5,25( 1.(%
Series A Preferred Stock (4,021.45 sha 56 42 0.(%
Series B Preferred Stock (1,866.10 sha 56 42 0.C%
Warrant (to purchase 31,196.52 vot
common shares, expires 11/12/20 47¢ 357 0.(%
15,34t 15,69: 1.(%
Southern South Carolina / Second Lien Term Loan (12.00% plus
Management Consumer Finance 5.00% PIK due 5/31/2017)
Corporation(22)
(30) 17,56¢ 17,56¢ 17,56¢ 1.2%
17,56¢ 17,56¢ 1.2%
Sport Helmets New York / Escrow Receivable
Holdings, LLC Personal &
14) Nondurable
Consumer Produc — 40€ 0.C%
— 40€ 0.C%

See notes to consolidated financial statements.
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Springs Window  Wisconsin / Durablt  Second Lien Term Loan (11.25%
Fashions, LLC  Consumer Products (LIBOR + 9.25% with 2.00% LIBOR
floor), due 11/30/2017)(3)(« $ 35,000 $ 35,000 $ 34,06: 2.2%
35,00( 34,06: 2.2%
ST Products, LLC Pennsylvania/ Senior Secured Term Loan (12.00%
Manufacturing (LIBOR + 9.00% with 3.00% LIBOR
floor), due 6/16/2016)(3)(4 23,32¢ 23,32¢ 23,32¢ 1.5%
23,32¢ 23,32¢ 1.5%
Stauber California / Food Senior Secured Term Loan (10.50%
Performance Products (LIBOR + 7.50% with 3.00% LIBOR
Ingredients, Inc. floor), due 1/21/2016)(3)
(4) 22,05¢ 22,05¢ 22,05¢ 1.5%
Senior Secured Term Loan (10.50%
(LIBOR + 7.50% with 3.00% LIBOR
floor), due 5/21/2017 10,50( 10,50( 10,50( 0.7%
32,55¢ 32,55¢ 2.2%
Stryker Ohio / Oil & Gas Subordinated Secured Revolving Credit
Energy, LLC Production Facility—$50,300 Commitment (8.50%
(LIBOR + 7.00% with 1.50% LIBOR
floor) plus 3.75% PIK, in non-accrual
status effective 12/1/2011, due
12/1/2015)(4)(25 33,44« 32,71 — 0.C%
Overriding Royalty Interests(1: — 1,62% 0.1%
32,71 1,62¢ 0.1%
Symphony CLO, Cayman Islands / LP Certificates (Residual Interest)
IX Ltd.(22) Diversified Financial
Services 45,50( 42,864 43,61: 2.2%
42,86 43,61: 2.5%
Targus Group California / Durable First Lien Term Loan (11.00%
International, Inc Consumer Products (LIBOR + 9.50% with 1.50% LIBOR
(16) floor), due 5/25/2016)(3)(« 23,76( 23,36 23,76( 1.6%
23,36: 23,76( 1.6%
Totes Isotoner Ohio / Nondurable  Second Lien Term Loan (10.75%,
Corporation Consumer Products (LIBOR + 9.25% with 1.50% LIBOR
floor) due 1/8/2018)(3)(4 39,00( 39,00( 38,53: 2.5%
39,00( 38,53: 2.5%
U.S. HealthWorks California / Second Lien Term Loan (10.50%
Holding Healthcare (LIBOR + 9.00% with 1.50% LIBOR
Company, Inc. floor), due 6/15/2017)(3)(4)
(16) 25,00( 25,00( 25,00( 1.7%
25,00( 25,00( 1.7%
VanDeMark New York / Senior Secured Term Loan (12.20%
Chemicals, Inc. Chemicals (LIBOR + 10.20% with 2.0% LIBOR
3) floor), due 12/31/2014)(< 30,30¢ 30,30¢ 30,30¢ 2.0%
30,30¢ 30,30¢ 2.0%

See notes to consolidated financial statements.
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Wind River Utah / Oil & Gas Senior Secured Note (13.00%
Resources Corp Production (LIBOR + 7.50% with 5.50% LIBOR
and Wind River floor) plus 3.00% default interest on
1l Corp. principal, 16.00% default interest on p
due interest, in non-accrual status
effective 12/1/2008, past due)( 14,75( $  2,33¢ 0.2%
Net Profits Interest (5.00% payable
Equity distributions)(7 — — 0.C%
14,75( 2,33¢ 0.2%
Total Non-control/Non-affiliate
Investments (Level 3 Investments 1,536,951 1,483,48 98.1%
Total Level 3 Portfolio Investments 2,099,19: 2,094,09; 138.1%
LEVEL 1 PORTFOLIO INVESTMENTS:
Non-control/Non-affiliate Investments (less than 5.00% of voting awrol)
Allied Defense Virginia / Common Stock (10,000 shares)
Group, Inc. Aerospace & Defens 56 — 0.C%
56 — 0.C%
Dover Massachusetts / Common Stock (30,974 shares)
Saddlery, Inc.  Retail 63 12¢ 0.C%
63 12¢ 0.C%
Total Non-control/Non-affiliate
Investments (Level 1 Investments) 11¢ 12¢ 0.C%
Total Portfolio Investments 2,099,31. 2,094,22. 138.1%
SHORT TERM INVESTMENTS: Money Market Funds (Level 2 Investments)
Fidelity Institutional Money Market Fun—Government Portfolio (Class 86,59¢ 86,59¢ 5.7%
Fidelity Institutional Money Market Fun—Government Portfolio (Class I)(: 31,77: 31,77 2.1%
Victory Government Money Market Fun 1 1 0.C%
Total Money Market Funds 118,36¢ 118,36¢ 7.8%
Total Investments 2,217,68. 2,212,591 146.%

See notes to consolidated financial statements.
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Endnote Explanations for the Consolidated Schedulef Investments as of June 30, 2013 and June 30, 201

1)

(2)

(3)

(4)

()

(6)

(7)

The securities in which Prospect Capital Caaion ("we", "us" or "our") has invested were aicgd in transactions that were exempt
from registration under the Securities Act of 1988 amended, or the "Securities Act." These séesiritay be resold only in
transactions that are exempt from registration ottt Securities Act.

Fair value is determined by or under the directibour Board of Directors. As of June 30, 2013 dnde 30, 2012, two of our portfolio
investments, Allied Defense Group, Inc. ("Allie@didd Dover Saddlery, Inc. ("Dover") were publiclgded and classified as Level 1
within the valuation hierarchy established by Aatting Standards Codification ("ASC") 82Bair Value Measurements and
Disclosureq"ASC 820"). As of June 30, 2013 and June 30, 2€i2fair value of our remaining portfolio investm& was determined
using significant unobservable inputs. ASC 820sifees such inputs used to measure fair value &ell®within the valuation
hierarchy. Our investments in money market funésctassified as Level 2. See Note 2 and Note 3invitte accompanying
consolidated financial statements for further désoon.

Security, or a portion thereof, is held by Prospgapital Funding LLC, a bankruptcy remote speciappse entity, and is pledged as
collateral for the revolving credit facility and@usecurity is not available as collateral to oemeral creditors (See Note 4). The marke
values of these investments at June 30, 2013 arel3 2012 were $883,114 and $783,384, respegtively represent 20.5% and
35.4% of total investments at fair value, respeatyivProspect Capital Funding LLC (See Note 1),wholly-owned subsidiary, holds
an aggregate market value of $883,114 and $783B8se investments as of June 30, 2013 and Jur2d32, respectively.

Security, or portion thereof, has a floating insgn@ate which may be subject to a LIBOR or PRIMEDfl Stated interest rate was in
effect at June 30, 2013 and June 30, 2012.

Ellett Brothers, LLC., Evans Sports, Inc., Jer§fsorts, Inc., Simmons Gun Specialties, Inc., BoBitathers, Inc. and Outdoor Sports
Headquarters, Inc., are joint borrowers on our sddien loan. United Sporting Companies, Inc., gaeent guarantor of this debt
investment.

During the quarter ended December 31, 2009, weentdevo new entities, Coalbed Inc. and Coalbed LtioGoreclose on the
outstanding senior secured loan and assigned @gittsnterests of Conquest Cherokee, LLC ("Conduest a result of the
deterioration of Conquest's financial performanoe imability to service debt payments. We own 1,808res of common stock in
Coalbed Inc., representing 100% of the issued atstanding common stock. Coalbed Inc., in turn o®8% of the membership
interest in Coalbed LLC.

On October 21, 2009, Coalbed LLC foreclosed oridha formerly made to Conquest. On January 19, 284 @art of the Manx rollup,
the Coalbed LLC assets and loan were assigned mxMiae holding company. On June 30, 2012, Mangsigaed our investment in
Coalbed to Wolf Energy Holdings, Inc. ("Wolf"), @wly-formed, separately owned holding company. Bagrd of Directors set value
at zero for the loan position in Coalbed LLC invesht as of June 30, 2013 and June 30, 2012.

In addition to the stated returns, the net profitsrest held will be realized upon sale of therbwer or a sale of the interests.

153




Table of Contents

(8)

(9)

(10)
(11)

(12)

(13)
(14)

(15)

(16)

(17)

PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)
June 30, 2013 and June 30, 2012
(in thousands, except share data)

During the quarter ended December 31, 2014 pamership of Change Clean Energy Holdings, INCQEHI") and Change Clean
Energy, Inc. ("CCEI"), Freedom Marine Holding, IftFreedom Marine") and Yatesville Coal Holdingsc.l ("Yatesville") was
transferred to Energy Solutions Holdings, Inc./é/Gas Solutions Holdings, Inc.) ("Energy Soluti9rie consolidate all of our energy
holdings under one management team. We own 106 @fgy Solutions.

Entity was formed as a result of the debtruestiring of ESA Environmental Specialist, Inc.darly 2009, we foreclosed on the two
loans on non-accrual status and purchased the lyimdepersonal and real property. We own 1,000 ehaf common stock in The
Healing Staff ("THS"), f/k/a Lisamarie Fallon, Inepresenting 100% ownership. We own 1,500 shdréets Securing America, Inc.
("VSA"), representing 100% ownership.

During the three months ended December 31, 2012ietermined that the impairment of Integrated GamitBervices, Inc. ("ICS") was
other-than-temporary and recorded a realized [6$42,198 for the amount that the amortized costegled the fair market value. Our
remaining investment in The Healing Staff ("THSi, affiliate of ICS, was valued at zero as of JB®e2013 and continues to provide
staffing solutions for health care facilities amat@rity staffing.

Loan is with THS, an affiliate of ICS.
Evanta Ventures, Inc. and Sports Leaderstgptute, Inc. are joint borrowers on our investinen

On January 19, 2010, we modified the termsunfsenior secured debt in AEH and Coalbed inwmtjon with the formation of Manx
Energy, a new entity consisting of the assets dflAEoalbed and Kinley Exploration. The assets eftliree companies were brought
under new common management. We funded $2,800sihglto Manx to provide for working capital. A gion of our loans to AEH
and Coalbed was exchanged for Manx preferred equitife our AEH equity interest was converted ifanx common stock. There
was no change to fair value at the time of restmiregg. On June 30, 2012, Manx reassigned our invests in Coalbed and AEH to
Wolf, a newly-formed, separately owned holding camp We continue to fully reserve any income actiioe Manx. During the
quarter ended June 30, 2013, we determined thatbairment of Manx was other-than-temporary armbréed a realized loss of
$9,397 for the amount that the amortized cost edegé¢he fair market value. The Board of DirectatstBe fair value of our investment
in Manx at $346 as of June 30, 2013.

On a fully diluted basis, represents 10.00%oting common shares.
A portion of the positions listed was issiwgdan affiliate of the portfolio company.

We own 99.9999% of AGC/PEP, LLC. AGC/PEP, LLC ow837.65 out of a total of 83,818.69 shares (inolyd,111 vested and
unvested management options) of American Gilsdtitieling Company which owns 100% of American GilsgerCompany.

Syndicated investment which had been originatedrimther financial institution and broadly distriedt
At June 30, 2012, Mistral Chip Holdings, LLC own%800 shares of Chip Holdings, Inc. and MistralgCHbldings 2, LLC owns

11,975 shares in Chip Holdings, Inc. Chip Holdings, is the parent company of Shearer's Foods aimd has 67,936 shares
outstanding before adjusting for
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management options. On November 7, 2012, we rediteoremembership interests in Mistral Chip HoldiniglsC, Mistral Chip
Holdings 2, LLC and Mistral Chip Holdings 3, LLC aonnection with the sale of Shearer's, receivib@& of net proceeds and
realizing a gain of approximately $2,027 on theeragtion.

The overriding royalty interests held receive pagtaat the stated rates based upon operationg @itower.

On December 31, 2009, we sold our investment invayll Enterprises, LLC. AWCNC, LLC is the remainimglding company with
zero assets. Our remaining outstanding debt dfeesdle was written off on December 31, 2009 andahge has been assigned to the
equity position as of June 30, 2013 and June 31220

We own a warrant to purchase 3,755,000 sharesrafsS& Preferred Stock, 625,000 shares of SeriBsdBerred Stock, and 43,800
shares of Voting Common Stock in Boxercraft Incogped.

We own warrants to purchase 33,750 shares of constegk in Metal Buildings Holding Corporation ("MgBuildings"), the former
holding company of Borga, Inc. Metal Buildings Hiolg Corporation owned 100% of Borga, Inc.

On March 8, 2010, we foreclosed on the stock ingBpinc. that was held by Metal Buildings, obtagnt00% ownership of Borga, Inc.

Certain investments that we have determimechat "qualifying" assets under Section 55(ahef1940 Act. Under the 1940 Act, we
may not acquire any nagualifying asset unless, at the time such acgaisis made, qualifying assets represent at led@stafCour tota
assets. We monitor the status of these assets omgaing basis.

On January 1, 2010, we restructured our seniomred@and bridge loans investment in Iron Horse @ollabing, Inc. ("Iron Horse") ar
we reorganized Iron Horse's management structime s€nior secured loan and bridge loan were replaib three new tranches of
senior secured debt. During the period from Jun€801 to June 30, 2012, our fully diluted ownepstii Iron Horse decreased from
57.8% to 5.0%, respectively, as we continued tosfier ownership interests to Iron Horse's managéeasethey repaid our outstanding
debt. Iron Horse management had an option to repsecour remaining interest for $2,040.

On July 24, 2012, we sold our 3,821 shares of Horse Coiled Tubing, Inc. common stock in connettigth the exercise of the equ
buyout option, receiving $2,040 of net proceedsraadizing a gain of approximately $1,772 on thie.sa

On May 6, 2011, we made a secured first lien $24@®Ht investment to NMMB Acquisition, Inc., a $208secured debt and $4,400
equity investment to NMMB Holdings, Inc. We own 20®f the Series A Preferred Stock in NMMB Holdingrs;. NMMB

Holdings, Inc. owns 100% of the Convertible Preddrin NMMB Acquisition, Inc. NMMB Acquisition, Indhas a 5.8% dividend rate
which is paid to NMMB Holdings, Inc. Our fully dited ownership in NMMB Holdings, Inc. is 100% asJahe 30, 2013 and June 30,
2012. Our fully diluted ownership in NMMB Acquisit, Inc. is 83.5% as of June 30, 2013 and Jun2(®IX.
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(25) Undrawn committed revolvers incur commitment andagd fees ranging from 0.50% to 2.00%. As of Juhe&813 and June 30, 20:
we had $202,518 and $180,646 of undrawn revolvemeibments to our portfolio companies, respectively.

(26) Stated interest rates are based on June 30, 2@1Riae 30, 2012 one month Libor rates plus apgdicsireads based on the respective
credit agreements. Interest rates are subjectangehbased on actual elections by the borrowea fdbor rate contract or Base Rate
contract when drawing on the revolver.

(27) On July 30, 2010, we made a secured first lienCGEBDdebt investment to AIRMALL USA, Inc., a $12,56€cured second lien to AM
Holdings, Inc., and acquired 100% of the Convegt®teferred Stock and Common stock of AMU Holdirgs, Our Convertible
Preferred Stock in AMU Holdings, Inc. has a 12.086d#nd rate which is paid from the dividends reeei from the underlying
operating company, AIRMALL USA Inc. AMU Holdingsn¢. owns 100% of the common stock in AIRMALL USAgl

(28) Progrexion Marketing, Inc., Progrexion Telsgzes, Inc., Progrexion ASG, Inc. Progrexion IG.land Efolks, LLC, are joint
borrowers on our senior secured investment. Prammestoldings, Inc. and eFolks Holdings, Inc. are guarantors of this debt
investment.

(29) Our wholly-owned entity, First Tower Holdings of Delaware, LLdwns 80.1% of First Tower Holdings LLC, the opigrg company ¢
First Tower, LLC.

(30) Southern Management Corporation, Thaxtondtment Corporation, Southern Finance of Tennesseg,Covington Credit of
Texas, Inc., Covington Credit, Inc., Covington Gted Alabama, Inc., Covington Credit of Georgiacl, Southern Finance of South
Carolina, Inc. and Quick Credit Corporation, ar@fdorrowers on our senior secured investmenttt&waCo, Inc. is the guarantor of
this debt investment.

(31) We own 2.8% (13,220 shares) of the Mineral Fusiatukil, LLC, a subsidiary of Caleel + Hayden, comraad preferred interest.

(32) Our wholly-owned entity, APH Property Holdings, LL@wvns 100% of the common equity of American PrgpEoldings Corp., a
REIT which holds investments in several real egtadperties.

(33) Our wholly-owned entity, CCPI Holdings, Irisvns 95.13% of CCPI Inc., the operating company.

(34) Our wholly-owned entity, Credit Central Halds of Delaware, LLC owns 74.8% of Credit Centraldihgs, LLC, which owns 100%
of each of Credit Central, LLC, Credit Central SgutLC and Credit Central of Tennessee, LLC, therafing companies.

(35) Our wholly-owned entity, Valley Electric Holdingslhc. ("HoldCo"), owns 100% of Valley Electric Hbhgs, II, Inc. ("Valley II").
Valley Il owns 96.3% of Valley Electric Co. of M¥ernon, Inc. ("OpCo"), the operating company. Oebtinvestments are with both
HoldCo and OpCo.

(36) Our wholly-owned entity, Nationwide Acceptartdoldings, LLC owns 93.8% of Nationwide Acceptaht€, the operating company.
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On April 15, 2013, assets previously held by H&Mravassigned to Wolf in exchange for a $66,000 tean secured by the assets.
cost basis in this loan of $44,632 was determineattordance with ASC 310-4Droubled Debt Restructurings by Creditorand was
equal to the fair value of assets at the timeanfdfer resulting in a capital loss of $19,647 inrection with the foreclosure on the
assets. On May 17 2013, Wolf sold the assets Iddat®artin County for $66,000. Proceeds from thke svere primarily used to repay
the loan and net profits interest receivable dugsteesulting in a realized capital gain of $11,82& received $3,960 of structuring and
advisory fees from Wolf during the year ended J8®e2013 related to the sale and $991 under thproéts interest agreement which
was recognized as other income during the fiscat gaded June 30, 2013.

As defined in the Investment Company Act, the Comyda deemed to be both an "Affiliated Person" &dntrol" this portfolio
company because it owns more than 25% of the perdompany’s outstanding voting securities orais the power to exercise control
over the management or policies of such portfalimpany (including through a management agreemerahsactions during the per
for the year ended June 30, 2013 in which the issas both an Affiliated company and a portfoliovgmany that the Company is
deemed to Control are as follows:

Net
realized Net
Interest Dividend Structuring  Other gains unrealized

Company Purchases Redemptions Sales income income fee income (losses) gains (losses
AIRMALL

USA, Inc. $ — 3 60C $ — $ 582 % — 3 — 3 — 3 — % 7,26€
Ajax Rolled

Ring &

Machine,

Inc. 23,30( 19,06 — 5,17¢ — 15¢& — — (17,209
APH Property

Holdings, LL 151,64 — — 2,89¢
AWCNC, LLC — —
Borga, Inc. 15C — — — — — — — (232)
CCPI Holdings

Inc. 34,08: 33¢ — 1,792 — 57¢ 32 — —
Credit Central

Holdings of

Delaware, LI 47,66 — — 3,89: — 1,44C 24C — 2,79¢
Energy

Solutions

Holdings, Inc — 28,50( 47¢ 24,80¢ 53,82( — — — (71,199
First Tower

Holdings of

Delaware, LI 20,00( — — 52,47¢ — — 2,42¢ — (9,869
Manx

Energy, Inc. — — — — — — — (9,397) 18,86¢
Nationwide

Acceptance

Holdings, LL 25,15: — — 1,781 — 752 131 — —
NMMB

Holdings, Inc — — 5,70( 3,02¢ — — — — (5,909
R-V

Industries, Ir 32,75( — — 781 24,46: 142 — — 1,462
The Healing

Staff, Inc. 97t — 894 2 — — — (12,117 12,115
Valley Electric

Holdings I, It 52,09¢ — 10C 3,511 — 1,227 98 — —
Wolf Energy

Holdings, Inc 50 — — 452 — 3,96( 991 11,82¢ (3,099

4,511 14C — —

As defined in the Investment Company Act,@enpany is deemed to be an "Affiliated Persord pbrtfolio company because it owns
5% or more of the portfolio company's outstandintng securities or it has the power to exercisgrod over the management or
policies of such portfolio
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company (including through a management agreenierajsactions during the year ended June 30, 20&Biich the issuer was an
Affiliated company (but not a portfolio company tlthe Company ("Controls") are as follows:

Net Net
Purchases Redemptions Sales Interest Dividend Structuring  Other realized unrealized

Company (cost) (cost) (cost) income income fee income gains (losses gains (losses)
BNN Holdings

Corp. (fik/a

Biotronic

NeuroNetwc $ 30,000 $ 26677 — $ 3,15¢$ — $ 60C $ 22 % —§ 672
Boxercraft

Incorporate( — — — 3,35¢ — — — — (9,417
Smart, LLC — — — — 72€ — — — 10¢

(40) As defined in the Investment Company Act, the Camypga deemed to be both an "Affiliated Person" &dntrol" this portfolio
company because it owns more than 25% of the piartfompany's outstanding voting securities orais the power to exercise control
over the management or policies of such portfalimpany (including through a management agreemerahsactions during the peri
for the year ended June 30, 2012 in which the issas both an Affiliated company and a portfoliovgmany that the Company is
deemed to Control are as follows:

Net
realized Net
Interest Dividend Structuring  Other gains unrealized
Company Purchases Redemptions Sales income income fee income (losses.  gains (losses
AIRMALL

USA,Inc. $ — 3 65C $ — $ 5900 $ — $ — 3 — § — % (3,099
Ajax Rolled

Ring &

Machine,

Inc. — 44C — 4,84¢ — — — — 18,97
AWCNC, LLC — — — — — — — — —
Borga, Inc. — — — — — — — — (1,029
C&J Cladding

LLC — — 58C — — 1,50 — 2,42( (4,119
Change Clear

Energy

Holdings,

Inc. — — — — — — — — 2,54(
Energy

Solutions

Holdings,

Inc. 5,951 — — 7,17¢ 47,85( 5,22( 4,98t — (63,407
First Tower

Holdings of

Delaware,

LLC 287,95: — — 2,317 — 8,07t — — —
Integrated

Contract

Services,

Inc. 1,03: 1,05¢ — — — — — — 503
Iron Horse

Coiled

Tubing,

Inc. — 14,33¢ — 324 — — — — 802
Manx Energy,

Inc. — — — — — — — — (2,319
NMMB

Holdings,

Inc. — 2,55( — 3,68 — — — — (4,14
NRG

Manufacturi

Inc. 37,21¢ 50,29¢ 2,317 28,57¢ 15,01: 372 3,80( 36,94( (23,65%)
Nupla

Corporation — 1,99t — 587 — 1,50 14 2,907 (4,199
R-V Industries

Inc. — — — — 288 — — — 15,74(
Yatesville Coe

Holdings,

Inc. — — — — — — — — 1,03¢




(41) As defined in the Investment Company Act, the Comypa deemed to be an "Affiliated Person” of a fudid company because it owns
5% or more of the portfolio company's outstandinting securities or it has the power to exercigarob over the management or
policies of such portfolio company (including thgtua management agreement). Transactions duringetiveended
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June 30, 2012 in which the issuer was an Affiliatechpany (but not a portfolio company that the Canyp("Controls") are as follows:

Net
realized Net
Purchases Redemptions Sales Interest Dividend Structuring  Other gains unrealized
Company (cost) (cost) (cost) income income fee income (losses)  gains (losses
BNN Holdings
Corp. (fik/a
Biotronic
NeuroNetwc I$ — $ — $ — $ 333 % — $ — $ — $ — $ (5,099
Boxercraft
Incorporatec 2,30( 1,14< — 2,947 — — 70 — (662)
Smart, LLC — — — — — — — — 35
Sport Helmets
Holdings,
LLC — 19,10: — 5,87¢ — — 38 4,44t (7,487%)
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Note 1. Organization

References herein to "we",
requires otherwise.

us" or "ourferao Prospect Capital Corporation ("Prospect’t] as subsidiary unless the context specifically

We were organized on April 13, 2004 andesfended in an initial public offering ("IPO"), cqieted on July 27, 2004. We are a closed-
end investment company that has filed an electidrettreated as a Business Development Company&"BDnder the Investment Company
Act of 1940 (the "1940 Act"). As a BDC, we have lified and have elected to be treated as a regliateestment company ("RIC"), under
Subchapter M of the Internal Revenue Code of 1886'(nternal Revenue Code"). We invest primaunilysénior and subordinated debt and
equity of companies in need of capital for acqigs, divestitures, growth, development, recagtdions and other purposes.

On May 15, 2007, we formed a wholly-ownebsidiary, Prospect Capital Funding LLC ("PCF"pelaware limited liability company
and a bankruptcy remote special purpose entityghvholds certain of our portfolio loan investmetthiat are used as collateral for the credit
facility at PCF.

Note 2. Significant Accounting Policies
The following are significant accountindipies consistently applied by us:
Basis of Presentatio

The accompanying consolidated financigkestents have been prepared in accordance with atiegprinciples generally accepted in
United States of America ("GAAP") and pursuanthte tequirements for reporting on Form 10-K and Rat@gn S-X. The financial results of
our portfolio investments are not consolidatechia financial statements.

Reclassification:

Certain reclassifications have been madkerpresentation of prior consolidated financiateaments and accompanying notes to conforn
to the presentation as of and for the twelve moatided June 30, 2013.

Use of Estimates

The preparation of GAAP financial statensamijuires us to make estimates and assumptionaffbet the reported amounts of assets an
liabilities at the date of the financial statemeams! the reported amounts of income and expensesgydhe reported period. Changes in the
economic environment, financial markets, creditimss of our portfolio companies and any otheapeaters used in determining these
estimates could cause actual results to differ thede differences could be material.

Basis of Consolidatio

Under the 1940 Act rules, the regulationsspant to Article 6 of Regulation S-X and the Aioan Institute of Certified Public
Accountants' Audit and Accounting Guide for InvestinCompanies, we are precluded from consolidatimgentity other than another
investment company or
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an operating company which provides substantidllgfats services and benefits to us. Our consaikd financial statements include our
accounts and the accounts of PCF, our only wholmex, closely-managed subsidiary that is also aesitment company. All intercompany
balances and transactions have been eliminatezhsotidation.

Investment Classificatio

We are a non-diversified company within theaning of the 1940 Act. We classify our investtaday level of control. As defined in the
1940 Act, control investments are those where ttsetige ability or power to exercise a controllinffuence over the management or policie
a company. Control is generally deemed to existnnheompany or individual possesses or has thétagicquire within 60 days or less, a
beneficial ownership of 25% or more of the votiegwities of an investee company. Affiliated inveshts and affiliated companies are
defined by a lesser degree of influence and armdddo exist through the possession outright othéaright to acquire within 60 days or less,
beneficial ownership of 5% or more of the outstagdioting securities of another person.

Investments are recognized when we assuanoblagation to acquire a financial instrument @sdume the risks for gains or losses relate:
to that instrument. Investments are derecognizeghwie assume an obligation to sell a financiatimsent and forego the risks for gains or
losses related to that instrument. Specifically reeord all security transactions on a trade dasgsbInvestments in other, non-security
financial instruments are recorded on the bassib&cription date or redemption date, as applic#&steunts for investments recognized or
derecognized but not yet settled are reportedaesvables for investments sold and payables foestments purchased, respectively, in the
Consolidated Statements of Assets and Liabilities.

Investment Risk
The Company's investments are subjecweriaty of risks. Those risks include the following
Market Risk
Market risk represents the potential Idsd tan be caused by a change in the fair valtigedinancial instrument.
Credit Risk

Credit risk represents the risk that thengany would incur if the counterparties failed tsfprm pursuant to the terms of their
agreements with the Company.

Liquidity Risk

Liquidity risk represents the possibilibat the Company may not be able to rapidly adjusistze of its positions in times of high
volatility and financial stress at a reasonableqari
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Interest Rate Risk

Interest rate risk represents a changetarest rates, which could result in an adversaghén the fair value of an interest-bearing
financial instrument.

Prepayment Risk

Many of the Company's debt investmentsnaftor prepayment of principal without penalty. Domard changes in interest rates
may cause prepayments to occur at a faster thaecedrate, thereby effectively shortening the migtof the security and making the
security less likely to be an income producingrunstent.

Investment Valuatio

To value our assets, we follow the guidasfc@SC 820 that defines fair value, establishésumework for measuring fair value in

conformity with accounting principles generally apted in the United States or America, or GAAP, sgliires disclosures about fair value
measurements.

ASC 820 classifies the inputs used to meathese fair values into the following hierarchy:
Level 1: Quoted prices in active markets for identicaes or liabilities, accessible by the Comparth@imeasurement date.

Level 2: Quoted prices for similar assets or liabiliiegctive markets, or quoted prices for identmasimilar assets or
liabilities in markets that are not active, or athbservable inputs other than quoted prices.

Level 3: Unobservable inputs for the asset or liability.

In all cases, the level in the fair valuerarchy within which the fair value measuremenitsrentirety falls has been determined based on
the lowest level of input that is significant teetfair value measurement. Our assessment of thdisance of a particular input to the fair va
measurement in its entirety requires judgment amsiders factors specific to each investment.

ASC 820 applies to fair value measuremaheady required or permitted by other standards.

In accordance with ASC 820, the fair vadi®ur investments is defined as the price thatwwald receive upon selling an investment in
an orderly transaction to an independent buyenénprincipal or most advantageous market in wHieth investment is transacted.

Our Board of Directors has established @doces for the valuation of our investment portfolihese procedures are detailed below.
Investments for which market quotationsragalily available are valued at such market qionat

For most of our investments, market quotetiare not available. With respect to investméntsshich market quotations are not readily
available or when such market quotations are deerattb
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represent fair value, our Board of Directors hgzraped a multi-step valuation process each quaatedescribed below:

1) Each portfolio company or investment is revidveg our investment professionals with an indepatdaluation firm engaged
by our Board of Directors;

2) the independent valuation firms conduct independpptaisals and make their own independent assagsme

3) the Audit Committee of our Board of Directors revgeand discusses the preliminary valuation of Rrosapital
Management LLC (the "Investment Adviser") and thiathe independent valuation firms; and

4) the Board of Directors discusses valuationsd®idrmines the fair value of each investment inpautfolio in good faith based
on the input of the Investment Adviser, the respedhdependent valuation firm and the Audit Contegt

Investments are valued utilizing a shadowdbapproach, a market approach, an income appraadicjuidation approach, or a combinai
of approaches, as appropriate. The shadow bondharicet approaches use prices and other relevatnation generated by market
transactions involving identical or comparable tsee liabilities (including a business). The ina@approach uses valuation techniques to
convert future amounts (for example, cash flowsamings) to a single present value amount (digedl)rcalculated based on an appropriate
discount rate. The measurement is based on theesgnt value indicated by current market expagtatabout those future amounts. In
following these approaches, the types of factaas we may take into account in fair value pricing mvestments include, as relevant:
available current market data, including relevartt applicable market trading and transaction coatgas, applicable market yields and
multiples, security covenants, call protection psmns, information rights, the nature and realieatalue of any collateral, the portfolio
company's ability to make payments, its earningsdiscounted cash flows, the markets in which tfplio company does business,
comparisons of financial ratios of peer compartias are public, M&A comparables, the principal medrind enterprise values, among other
factors.

Our investments in CLOs are classified &C/820 level 3 securities, and are valued usinga@dnted cash flow model. The valuations
have been accomplished through the analysis dfti@ deal structures to identify the risk exposuresm the modeling point of view. For ea
security, the most appropriate valuation approashldeen chosen from alternative approaches toettsimost accurate valuation for each
security. To value a CLO, both the assets andliligsi of the CLO capital structure need be modeWd use a waterfall engine to store the
collateral data, generate collateral cash flowmftbe assets, and distributes the cash flow tdiahdity structure based on the payment
priorities, and discount them back using propecalisit rates that incorporate all the risk fact@fse main risk factors are: default risk, interest
rate risk, downgrade risk, and credit spread risk.

For a discussion of the risks inherentetedmining the value of securities for which repdiVailable market values do not exist, see "Ris
Factors—Risks relating to our business—Most offmrntfolio investments are recorded at fair valueletermined in good faith under the
direction of our Board of Directors and, as a regbkre is uncertainty as to the value of ourfptid investments."

163




Table of Contents

PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(In thousands, except share and per share data)
Note 2. Significant Accounting Policies (Continued)
Valuation of Other Financial Assets and Financigltilities

ASC Subtopic 820-10-05-The Fair Value Option for Financial Assets and Fingl Liabilities ("ASC 820-10-051") permits an entity t
elect fair value as the initial and subsequent nregsent attribute for many of assets and liabdifer which the fair value option has been
elected and similar assets and liabilities measus@ty another measurement attribute. We haveeelewit to value some assets and liabilities
at fair value as would be permitted by ASC 820-5610

Senior Convertible Notes

We have recorded the Senior Convertibleesl¢Bee Note 5) at their contractual amounts. Eméo® Convertible Notes were analyzed for
any features that would require their accountingedifurcated and such features were determinbd tmmaterial.

Revenue Recognitic
Realized gains or losses on the sale @fstments are calculated using the specific ideatifin method.

Interest income, adjusted for amortizatidpremium and accretion of discount, is recorde@mo accrual basis. Origination, closing an
commitment fees associated with investments ifglaotcompanies are accreted into interest inconar the respective terms of the applic:
loans. Accretion of such purchase discounts or prersis calculated by the effective interest metasaf the purchase date and adjusted onl
for material amendments or prepayments. Upon tepgyment of a loan or debt security, any prepaypenélties and unamortized loan
origination, closing and commitment fees are reedrds interest income. The purchase discount fidfofio investments acquired from Patriot
Capital Funding, Inc. ("Patriot") was determinedd@ on the difference between par value and faiket@alue as of December 2, 2009, and
continues to accrete until maturity or repaymerthefrespective loans.

Interest income from investments in theuigd class of security of CLO Funds (typically oroe notes or subordinated notes) is recorde
based upon an estimation of an effective yieldxmeeted maturity utilizing assumed cash flows incdance with ASC 325-40-3Bgneficial
Interests in Securitized Financial Ass. We monitor the expected cash inflows from our Gidqiity investments, including the expected
residual payments, and the effective yield is deieed and updated periodically.

Dividend income is recorded on the ex-divid date.

Structuring fees and similar fees are recyl as income as earned, usually when paid. t8ting fees, excess deal deposits, net profits
interests and overriding royalty interests aretudel in other income.

Loans are placed on non-accrual status \thene is reasonable doubt that principal or irstienell be collected in accordance with the
terms of the investment. Accrued interest is gdlyeraversed when a loan is placed on non-accradilis. Interest payments received on non-
accrual loans may be recognized as income or apfgierincipal depending upon management's judgmiecllectability.
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Non-accrual loans are restored to accrual status whendue principal and interest is paid and in ganmeent's judgment, are likely to remain
current.

Federal and State Income Ta

We have elected to be treated as a reglilatestment company and intend to continue to ¢dgmvjih the requirements of the Internal
Revenue Code applicable to regulated investmenpaaias. We are required to distribute at least 80%ur investment company taxable
income and intend to distribute (or retain throagtleemed distribution) all of our investment comptaxable income and net capital gain to
stockholders; therefore, we have made no proviioincome taxes. The character of income and ghimswe will distribute is determined in
accordance with income tax regulations that mafgdifom GAAP. Book and tax basis differences iiatpto stockholder dividends and
distributions and other permanent book and taxetiffices are reclassified to paid-in capital.

If we do not distribute (or are not deen@tave distributed) at least 98% of our annuainany income and 98.2% of our capital gains in
the calendar year earned, we will generally beireduo pay an excise tax equal to 4% of the ambyinwhich 98% of our annual ordinary
income and 98.2% of our capital gains exceed thigildutions from such taxable income for the y@arthe extent that we determine that our
estimated current year annual taxable income wilinbexcess of estimated current year dividendibigions from such taxable income, we
accrue excise taxes, if any, on estimated excgabl@income as taxable income is earned usinganah effective excise tax rate. The annua
effective excise tax rate is determined by dividihg estimated annual excise tax by the estimateda taxable income.

If we fail to satisfy the annual distribari requirement or otherwise fail to qualify as £Rh any taxable year, we would be subject to tax
on all of our taxable income at regular corporates. We would not be able to deduct distributtorstockholders, nor would we be require
make distributions. Distributions would generally taxable to our individual and other non-corpotaiable stockholders as ordinary dividenc
income eligible for the reduced maximum rate agflie to qualified dividend income to the extenbof current and accumulated earnings
profits, provided certain holding period and otregjuirements are met. Subject to certain limitationder the Internal Revenue Code,
corporate distributions would be eligible for theidends-received deduction. To qualify again tddoeed as a RIC in a subsequent year, we
would be required to distribute to our shareholaensaccumulated earnings and profits attributatleon-RIC years reduced by an interest
charge of 50% of such earnings and profits payayplaes as an additional tax. In addition, if weddito qualify as a RIC for a period greater
than two taxable years, then, in order to qualifip&RIC in a subsequent year, we would be reqtiretbct to recognize and pay tax on any ne
built-in gain (the excess of aggregate gain, inclgdtems of income, over aggregate loss that wbalkk been realized if we had been
liquidated) or, alternatively, be subject to tagaton such built-in gain recognized for a periodenf years.

We follow ASC 740income Taxe§'ASC 740"). ASC 740 provides guidance for how uteie tax positions should be recognized,
measured, presented, and disclosed in the finastaigdments. ASC 740 requires the evaluation optesitions taken or expected to be taken ir
the course of preparing our tax returns to deteemihether the tax positions are "more-likely-that*mf being
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sustained by the applicable tax authority. Tax iwss not deemed to meet the more-likely-than-hogghold are recorded as a tax benefit or
expense in the current year. As of June 30, 20tiFarthe year then ended, we did not have a ltglfbr any unrecognized tax benefits.
Management's determinations regarding ASC 740 reagubject to review and adjustment at a later based upon factors including, but not
limited to, an on-going analysis of tax laws, regigdns and interpretations thereof.

Dividends and Distribution

Dividends and distributions to common stamllers are recorded on the ex-dividend date. Tieuat, if any, to be paid as a monthly
dividend or distribution is approved by our Boafdirectors quarterly and is generally based upanmanagement's estimate of our earnings
for the quarter. Net realized capital gains, if aane distributed at least annually.

Financing Cost:

We record origination expenses relatedutocoedit facility and Senior Convertible Notesniae Unsecured Notes and Prospect Capital
InterNotes® (collectively, our "Senior Notes"), daferred financing costs. These expenses are ddfand amortized as part of interest
expense using the straidime method for our revolving credit facility anlet effective interest method for our Senior Note®r the respectiv
expected life.

We record registration expenses relateshédf filings as prepaid assets. These expensesistg@nincipally of Securities and Exchange
Commission ("SEC") registration fees, legal feed accounting fees incurred. These prepaid ass#tseniharged to capital upon the receipt
of an equity offering proceeds or charged to expéihiso offering completed.

Guarantees and Indemnification Agreements

We follow ASC 460Guaranteeg"ASC 460"). ASC 460 elaborates on the discloserpiirements of a guarantor in its interim and ahnus
financial statements about its obligations undetage guarantees that it has issued. It also reguirguarantor to recognize, at the inceptior
guarantee, for those guarantees that are cover@$8y460, the fair value of the obligation undeetakn issuing certain guarantees.

Per Share Informatio

Net increase or decrease in net assetlingsitom operations per common share are caledlasing the weighted average number of
common shares outstanding for the period presemestcordance with ASC 94Bjnancial Services—Investment Companiesnvertible
securities are not considered in the calculationetfassets per share.

Recent Accounting Pronounceme

In May 2011, the FASB issued Accountingn8itrds Update 2011-0Amendments to Achieve Common Fair Value Measureanent
Disclosure Requirements in U.S. GAAP and IF("ASU 2011-04"). ASU 2011-04 amends Accounting 8tads Codification 820air Value
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Measurement("ASC 820") by: (1) clarifying that the highest-ahdst-use and valuation-premise concepts only apphyeasuring the fair
value of non-financial assets; (2) allowing a réjpgr entity to measure the fair value of the neeasr net liability position in a manner
consistent with how market participants would ptive net risk position, if certain criteria are m@&) providing a framework for considering
whether a premium or discount can be applied @iravhlue measurement; (4) providing that the ¥alue of an instrument classified in a
reporting entity's shareholders' equity is estimidtem the perspective of a market participant tiwts the identical item as an asset; and

(5) expanding the qualitative and quantitative f@lue disclosure requirements. The expanded disas include, for Level 3 items, a
description of the valuation process and a namat®scription of the sensitivity of the fair valoeechanges in unobservable inputs and
interrelationships between those inputs if a changkose inputs would result in a significantljfeient fair value measurement. ASU 2011-4
also requires disclosures about the highest-anttisesof a non-financial asset when this use diffeom the asset's current use and the reaso
for such a difference. In addition, this ASU ameA®C 820 Fair Value Measurementgo require disclosures to include any transfetsvber
Level 1 and Level 2 of the fair value hierarchye$h amendments were effective for fiscal yearsnoggg after December 15, 2011 and for
interim periods within those fiscal years. The a@wpof the amended guidance in ASU 2011-04 didhaste a significant effect on our
financial statements. See Note 3 for the disclosegiaired by ASU 2011-04.

In August 2012, the FASB issued Accoun@tgndards Update 2012-0Bzchnical Amendments and Corrections to SEC Section
Amendments to SEC Paragraphs Pursuant to SEC/Ataffunting Bulletin No. 114 ("SAB No. 114"), TecahAmendments Pursuant to S
Release No. 9250, and Corrections Related to FASB Accountiagdards Update 2010-22ASU 2012-03"). The update amends various
SEC paragraphs pursuant to the issuance of SAB Nband is effective upon issuance. The adoptidhe@fmended guidance in ASU 2012-
03 did not have a significant effect on our finahacitatements.

In October 2012, the FASB issued Accoungitgndards Update 2012-0Fgchnical Corrections and Improveme(itaSU 2012904"). The
amendments in this update cover a wide range oicsap the ASC. These amendments include techn@rakctions and improvements to the
ASC and conforming amendments related to fair val@asurements. The adoption of the amended guidiac®U 2012-04 did not have a
significant effect on our financial statements.

In June 2013, the FASB issued Accountiran8&ards Update 2013-0Binancial Services—Investment Companies (Topic-946)
Amendments to the Scope, Measurement, and Disel&aquiremeni("ASU 2013-08"). ASU 2013-08 clarifies the approaclbe used for
determining whether an entity is an investment camypand provides new measurement and disclosunéreetents. ASU 2013-08 is effective
for interim and annual reporting periods in fisgahrs that begin after December 15, 2013. Eanfipli@ation is prohibited. The adoption of
ASU 2013-08 is not expected to materially effecoon financial statements.
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At June 30, 2013, we had investments inldBg-term portfolio investments, which had an atized cost of $4,255,778 and a fair value
of $4,172,852 and at June 30, 2012, we had invedte 85 long-term portfolio investments, whictdrem amortized cost of $2,099,313 and
fair value of $2,094,221.

As of June 30, 2013, we own controllingmeists in AIRMALL USA, Inc. ("Airmall”), Ajax Rolld Ring & Machine, Inc., APH Property
Holdings, LLC ("APH"), AWCNC, LLC, Borga, Inc. ("Bga"), CCPI Holdings, Inc., Credit Central HoldingfsDelaware, LLC, Energy
Solutions Holdings, Inc. (f/k/a Gas Solutions Halgi, Inc.) ("Energy Solutions"), First Tower Holgsof Delaware, LLC ("First Tower
Delaware"), Manx Energy, Inc. ("Manx"), Nationwideceptance Holdings, LLC, NMMB Holdings, Inc., RiNdustries, Inc., The Healing
Staff, Inc. ("THS"), Valley Electric Holdings I, tn and Wolf Energy Holdings, Inc. ("Wolf"). We alsan an affiliated interest in BNN
Holdings Corp. (f/k/a Biotronic NeuroNetwork), Baxeaft Incorporated and Smart, LLC.

The composition of our investments and myanarket funds as of June 30, 2013 and June 3@ 20dost and fair value was as follows:

June 30, 201: June 30, 2012
Cost Fair Value Cost Fair Value

Revolving Line of Credi $ 9,23t $ 8,72¢ $ 1,148 $ 86¢
Senior Secured De 2,262,322 2,207,09. 1,138,99. 1,080,05:
Subordinated Secured De 1,062,38! 1,024,90. 544,36 488,11:
Subordinated Unsecured D¢ 88,47( 88,827 72,617 73,19¢
CLO Debt 27,66 28,58¢ 27,25¢ 27,71
CLO Residual Interes 660,61 658,08t 214,55¢ 218,00
Equity 145,07: 156,62¢ 100,38( 206,26¢
Total Investment 4,255,77! 4,172,85; 2,099,31. 2,094,22.
Money Market Fund 143,26: 143,26: 118,36 118,36
Total Investments and Money Market

Funds $ 4,399,041 $ 4,316,11. $ 2,217,68. $ 2,212,59

168




Table of Contents

PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(In thousands, except share and per share data)
Note 3. Portfolio Investments (Continued)

The fair values of our investments and nyamarket funds as of June 30, 2013 disaggregatedhe three levels of the ASC 820
valuation hierarchy are as follows:

Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Identical Securities Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Investments at fair vall
Revolving Line of Credi $ — 9 — 9 8,72¢ $ 8,72¢
Senior Secured De — — 2,207,09: 2,207,09.
Subordinated Secured De — — 1,024,90: 1,024,90.
Subordinated Unsecured De — — 88,827 88,827
CLO Debt — — 28,58¢ 28,58¢
CLO Residual Intere — — 658,08¢ 658,08t
Equity 112 — 156,51° 156,62¢
Total Investment 112 — 4,172,741 4,172,85;
Money Market Fund — 143,26. — 143,26.
Total Investments and Money Marl
Funds $ 112 $ 143,26: $ 4,172,740 $ 4,316,11.
Fair Value Hierarchy
Level 1 Level 2 Level 3 Total
Investments at fair vall
Control investment $ — % — $ 81163 $ 811,63
Affiliate investments — — 42,44 42,44
Non-control/nor-affiliate investment: 112 — 3,318,66: 3,318,77!
112 — 4,172,741 4,172,85;
Investments in money market fun — 143,26. — 143,26.
Total assets reported at fair va $ 11z $ 143,26. $ 4,172,740 $ 4,316,11.
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The fair values of our investments and nyamarket funds as of June 30, 2012 disaggregatedhe three levels of the ASC 820
valuation hierarchy are as follows:

Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Identical Securities Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Investments at fair vall
Revolving Line of Credi $ — 9 — 9 86¢ $ 86¢
Senior Secured De — — 1,080,05: 1,080,05.
Subordinated Secured De — — 488,11: 488,11:
Subordinated Unsecured De — — 73,19 73,19
CLO Debt — — 27,717 27,71
CLO Residual Intere — — 218,00¢ 218,00¢
Equity 12¢ — 206,13 206,26t
Total Investment 12¢ — 2,094,09; 2,094,22.
Money Market Fund — 118,36¢ — 118,36¢
Total Investments and Money Marl
Funds $ 12¢ $ 118,36¢ $ 2,094,09; $ 2,212,59i
Fair Value Hierarchy
Level 1 Level 2 Level 3 Total
Investments at fair vall
Control investment $ — % — $ 564,48¢ $ 564,48
Affiliate investments — — 46,11¢ 46,11¢
Non-control/nor-affiliate investment: 12¢ — 1,483,48 1,483,61!
12¢ — 2,094,09: 2,094,22.
Investments in money market fun — 118,36 — 118,36¢
Total assets reported at fair va $ 12¢ $ 118,36¢ $ 2,094,09: $ 2,212,59
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The aggregate values of Level 3 portfatieeistments changed during the year ended Juné®38,a5 follows:

Fair Value Measurements
Using Unobservable Inputs (Level 3
Non-Control/

Control Affiliate Non-Affiliate
Investments Investments Investments Total
Fair value as of June 30, 20 $ 564,48¢ $ 46,11¢ $ 1,483,488 $ 2,094,09
Total realized loss, ni (9,68¢) — (16,677) (26,360)
Change in unrealized depreciati (64,99) (8,639 (4,197 (77,817
Net realized and unrealized Ic (74,679 (8,639 (20,869 (104,17)
Purchases of portfolio investmel 387,86t 30,00( 2,674,40 3,092,271
Paymer-in-kind interest 2,66¢ 71t 7,56¢ 10,941
Accretion of purchase discou — 922 10,09t 11,017
Repayments and sales of portfolio
investment: (68,710 (26,67¢) (836,02) (931,409
Transfers within Level : — — — —
Transfers in (out) of Level — — — —
Fair value as of June 30, 20 $ 811,63 $ 42,44: $ 3,318,66. $ 4,172,74

Fair Value Measurements Using Unobservable Inputs_evel 3)
Senior CLO
Secured Subordinated ~ Unsecured Residual
Revolver Debt Secured Debt Debt CLO Debt Interest Equity Total

Fair value as
of June 30
2012 $ 86¢ $ 1,080,05 $ 488,11 $ 73,19t $ 27,717 $ 218,00¢ $ 206,13 $ 2,094,09:

Total realize

loss (gain)

net — (21,549 (22,007) — — — 17,18¢ (26,36()
Change in

unrealized

(depreciati

appreciatic (232) 3,197 19,26¢ (222) 464 (5,98)) (94,309) (77,81)

Net
realized
and
unrealiz
(loss)
gain (232) (18,349 (2,73¢) (222) 464 (5,98)) (77,12)) (104,17
Purchases o
portfolio
investmen 21,14% 1,626,17. 812,02! 133,70( — 440,05( 59,18( 3,092,271
Payment-in-
kind
interest — 4,401 3,681 2,85¢ — — — 10,94°
Amortization
of
discounts
and
premiums — 1,747 2,34¢ 50¢ 40¢ 6,00¢ — 11,017
Repayments
and sales
of
portfolio
investmen (13,050 (499,90( (265,56¢) (121,21) — — (31,679 (931,409
Transfers
within
Level 3 — 12,96¢ (12,96¢) — — — — —
Transfers in
(out) of
Level 3 — — — — — — — —

Fair value a:



of June 30,
2013 $ 8,72¢ $ 2,207,09. $ 1,024,90. $ 88,827 $ 28,58¢ $ 658,08 $ 156,51 $ 4,172,740
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Fair value as of June 30, 20

Total realized loss (gain), n
Change in unrealized appreciation
(depreciation
Net realized and unrealized gain (lo
Purchases of portfolio investmel
Paymer-in-kind interest
Accretion of purchase discou
Repayments and sales of portfolio
investmentt
Transfers within Level :
Transfers in (out) of Level

Fair value as of June 30, 20

The aggregate values of Level 3 portfatieeistments changed during the year ended Juné®©32,a5 follows:

Fair Value Measurements

Using Unobservable Inputs (Level 3

Non-Control/

Control Affiliate Non-Affiliate

Investments Investments Investments Total
$ 310,07 $ 72,337 $ 1,080,42. $ 1,462,83
42,26 4,44¢ (10,11% 36,59
6,77¢ (13,61 (25,47¢) (32,31)
49,04 (9,172 (35,59)) 4,28(
332,15¢ 2,30( 780,55t 1,115,01.
21¢ 467 4,961 5,647
81 4,87 2,32¢ 7,284
(118,740 (24,690  (357,53)  (500,96)
(8,342 — 8,34: —
$ 564,48¢ $ 46,11¢ $ 1,483,48 $ 2,094,09

Fair Value Measurements Using Unobservable Inputd_gvel 3)

Senior
Secured

Revolver Debt

Subordinated
Secured Debt

Subordinated

Unsecured
Debt

CLO
Residual

CLO Debt Interest Equity Total

Fair value as
of June 30

2011 $ 7278 $ 789,98 $

448,67!

$

55,33¢

$ 161,56( $ 1,462,83

Total realize«
loss (gain)
net

Change in
unrealized
(depreciati
appreciatic

2,68¢

(412) (26,340)

(14,600

(13,73)

(67)

48,51° 36,59°

3,45( 4,33( (32,31)

Net
realized
and
unrealiz
(loss)
gain

Purchases o
portfolio
investmen

Payment-in-
kind
interest

Accretion of
purchase
discount

Repayments
and sales
of
portfolio
investmen

Transfers
within

Level 3

Transfers in
(out) of
Level 3

(412) (23,659

1,50¢ 582,56(
304

80 3,44¢

(7,579  (272,59)

(28,349

227,73

4,48

3,501

(167,939

(67)

17,00(

85¢

68

3,45( 52,84 4,28(

214,55¢ 44,58 1,115,01
5,641

7,28¢

(52,85) (500,962

Fair value as
of June 30



2012 $ 86¢ $ 1,080,05 $ 488,11 $ 73,198 $ 27,717 $ 218,00¢ $ 206,13 $ 2,094,09:

For the year ended June 30, 2013 and 2B&2et change in unrealized appreciation on thesiments that use Level 3 inputs was
$77,488 and $18,866 for assets still held as oé B 2013 and 2012, respectively.
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The ranges of unobservable inputs uselderair value measurement of our Level 3 investsastof June 30, 2013 were as follows:

Unobservable Input

Primary Valuation Weighted
Asset Category Fair Value Technigue Input Range Average
5.7% -
Senior $2,215,82! Yield Analysis Market Yield 20.8% 10.7%
Subordinated 7.7% -
Securec 1,024,90: Yield Analysis Market Yield 19.8% 11.€%
Subordinated 6.1% -
Unsecure( 88,821 Yield Analysis Market Yield 14.6% 10.7%
Discounted Cash 12.10% -
CLO Debt 28,58¢ Flow Discount Ratce 20.1% 15.7%
CLO Residual Discounted Cash 11.3% -
Interest 658,08t Flow Discount Ratc 19.8% 15.2%
EV Market Multiple EV Market
Equity 151,85! Analysis Multiple Analysis  3.3x- 8.8x 6.2x
Discounted Cash
Escrow 4,662 Flow Discount Rate  6.5%- 7.5% 7.C%
Total $4,172,741

The ranges of unobservable inputs uselderair value measurement of our Level 3 investsastof June 30, 2012 were as follows:

Unobservable Input

Primary Valuation Weighted
Asset Category Fair Value Technigue Input Range Average
6.7% -
Senior $1,080,92 Yield Analysis Market Yield 30.0% 11.1%
Subordinated 7.0% -
Securec 488,11 Yield Analysis Market Yield 30.0% 12.€%
Subordinated 8.7% -
Unsecurec 73,19¢ Yield Analysis Market Yield 13.5% 11.€%
Discounted Cash
CLO Debt 27,717 Flow Discount Rate 13.0% 13.(%
CLO Residual Discounted Cash 8.0% -
Interest 218,00¢ Flow Discount Rate 14.0% 10.2%
EV Market Multiple EV Market Multiple ~ 3.3x -
Equity 188,45: Analysis Analysis 9.0x 6.6x
Discounted Cash 6.5% -
Escrow 17,68¢ Flow Discount Rate 8.5% 7.7%
Total $2,094,09;

The significant unobservable inputs usethenmarket approach of fair value measurementiofrvestments are the market multiples of
earnings before income tax, depreciation and amaitin ("EBITDA") of the comparable guideline pubtiompanies. The independent
valuation firm selects a population of public comigs for each investment with similar operationd atiributes of the subject company. Usinc
these guideline public companies' data, a rangeutiiples of enterprise value to EBITDA is calceldt The independent valuation firm selects
percentages from the range of multiples for purpageletermining the subject company's estimatéerprise value based on said multiple .
generally the latest twelve months EBITDA of théjsat company (or other meaningful measure). Sicpnift increases or decreases in the
multiple will result in an increase or decreaseriterprise value, resulting in an increase or degrén the fair value estimate of the equity
investment.

The significant unobservable input usethaincome approach of fair value measurement pfrm@stments is the discount rate used to
discount the estimated future cash flows expeaduk
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received from the underlying investment, which it both future principal and interest paymentgniicant increases or decreases in the
discount rate would result in a decrease or iner@gaghe fair value measurement. Included in theseration and selection of discount rates
are the following factors: risk of default, ratinfithe investment and comparable company invessnant call provisions.

Changes in market yields, discount rateSBITDA multiples, each in isolation, may change fhir value of certain of our investments.
Generally, an increase in market yields or discoates or decrease in EBITDA multiples may resuli decrease in the fair value of certain of
our investments.

Due to the inherent uncertainty of deteingrthe fair value of investments that do not haveadily available market value, the fair value
of our investments may fluctuate from period toiger Additionally, the fair value of our investmerrhay differ significantly from the values
that would have been used had a ready market @Xstesuch investments and may differ materialpnirthe values that we may ultimately
realize. Further, such investments are generalbljestito legal and other restrictions on resaletberwise are less liquid than publicly traded
securities. If we were required to liquidate a fmid investment in a forced or liquidation saleg would realize significantly less than the value
at which we have recorded it.

In addition, changes in the market envirentrand other events that may occur over the fith@investments may cause the gains or
losses ultimately realized on these investmenbetdifferent than the unrealized gains or lossisated in the valuations currently assigned.

During the year ended June 30, 2013, theatian methodology for Airmall changed to incorata the income method (discounted cash
flow analysis) in addition to the market methodlfiwicomparable company analysis) used in previpuesters. Management adopted the
income method to incorporate current financial @ctipns in recognition of the time elapsed sineeitiitial acquisition of the company in June
2010. As a result of this change and in recognitibrecent improved company performance, we in@eaise fair value of our investment in
Airmall to $54,648 as of June 30, 2013, a premidii®3478 from its amortized cost, compared to tBF 88 unrealized depreciation recorded
at June 30, 2012.

During the year ended June 30, 2013, theatian methodology for First Tower Delaware chahgeincorporate the income method
(discounted cash flow analysis) in addition totierket method (public comparable company analysisjl in previous quarters. Management
adopted the income method in consideration of mamamt forecasts not previously available. As alte$uhis change and in recognition of
recent company performance and current market tiondiwe decreased the fair value of our investrmeRirst Tower Delaware to $298,084
as of June 30, 2013, a discount of $13,869 tanitsrtized cost, compared to $287,953 as of Jun@@LR, equal to its amortized cost at that
time.

During the year ended June 30, 2013, theatian methodology for ICON Health & Fitness, IifdCON") changed to incorporate an
enterprise value waterfall analysis in place abaing analysis in addition to the income methado@unted cash flow analysis) used in
previous quarters. Management adopted the enterysisie waterfall analysis due to the impairmerthefsenior term loan, and removed the
trading analysis due to lack of trading activityridg the quarter. As a result of this change angaognition of recent company performance
and current market conditions, we decreased
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the fair value of our investment in ICON to $33,9%90f June 30, 2013, a discount of $9,381 tonitsriized cost, compared to the $261
unrealized depreciation recorded at June 30, 2012.

In December 2011, we completed a reorgéinizaf Gas Solutions Holdings, Inc. renaming tbenpany Energy Solutions and
transferring ownership of other operating companigsed by us that operate within the energy ingugts part of the reorganization, our
equity interests in Change Clean Energy Holdings, &and Change Clean Energy, Inc., Freedom Marwoidiflys, LLC, a subsidiary of Energy
Solutions ("Freedom Marine") and Yatesville Coalldilogs, Inc., a subsidiary of Energy Solutions (t&ville"), were transferred to Energy
Solutions to consolidate all of our energy holdingsler one management team strategically exparithieggy Solutions across energy sectors

On January 4, 2012, Energy Solutions gsldas gathering and processing assets ("Gas @wdlitifor a sale price of $199,805, adjusted
for the final working capital settlement, includiagpotential earnout of $28,000 that will be paédéd on the future performance of Gas
Solutions. After expenses, including structuringsfef $9,966 paid to us, Energy Solutions receamatoximately $158,687 in cash. Currently,
a loan to Energy Solutions remains outstandingisuedllateralized by the cash held by Energy Sohgiafter the sale transaction. The sale of
Gas Solutions by Energy Solutions has resultedymificant earnings and profits, as defined by ltiternal Revenue Code, at Energy Solution:
for calendar year 2012. As a result, distributirosn Energy Solutions to us were required to bege&zed as dividend income, in accordance
with ASC 946 Financial Services—Investment Companias cash distributions are received from Enerdytms, to the extent there are
current year earnings and profits sufficient tomarp such recognition. During the year ended Juhe@13, Energy Solutions repaid $28,500
of senior and subordinated secured debt. We red&it8,543 of make-whole fees for early repaymeithefoutstanding loan receivables,
which was recorded as interest income during tlae gaded June 30, 2013. During the year ended3Wri#)13, we received distributions of
$53,820 from Energy Solutions which were recordedisidend income. Energy Solutions continues td 823,979 of cash for future
investment and repayment of the remaining debt.

During the year ended June 30, 2013, weiged $125,892 and $26,648 of debt and equity fira respectively, to APH for the
acquisition of various industrial and multi-familgsidential real estate properties in Florida aedr@ia. APH is a holding company that owns
100% of the common equity of American Property Htegd Corp. ("APHC"). APHC is a Maryland corporatiand qualified REIT for federal
income tax purposes. During the year ended Jun2®@, we received $4,511 of structuring fees eelab our investments in APH which wi
recorded as other income. As of June 30, 2013, APKHal estate portfolio was comprised of seversiments. The following table shows the
mortgages outstanding due to other parties for eate seven properties:

Mortgage

No. Property Name City Date of Acquisition Purchase Price Outstegnc?ing

1 146 Forest Parkwe Forest Park, G/ 10/24/201; $ 7,40C $ —
2 Abbington Pointe Marietta, GA 12/28/201. 23,50( 15,27¢
3 Amberly Place Tampa, FL 1/17/201: 63,40( 39,60(
4 Lofton Place Tampa, FL 4/30/201: 26,00( 16,96¢
5 Vista at Palma Sol Bradenton, FL 4/30/201. 27,00( 17,55(
6 Arlington Park Marietta, GA 5/8/201: 14,85( 9,65(
7 Arium Resori Pembroke Pines, G 6/24/201. 225,00( 157,50(
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At June 30, 2013, eight loan investmentsevam non-accrual status: Borga, Freedom Marines, Tlermerly a subsidiary of Integrated
Contract Services, Inc. ("ICS"), Manx, Stryker EmgrLLC ("Stryker"), Wind River Resources Corp. amihd River Il Corp. ("Wind River"),
Wolf and Yatesville. At June 30, 2012, nine loandstments were on non-accrual status: Borga, Freédarine, H&M QOil and Gas, LLC
("H&M"), THS, formerly a subsidiary of ICS, Manxrgker, Wind River, Wolf and Yatesville. Principlahlances of these loans amounted to
$106,395 and $171,149 as of June 30, 2013 and3yr#H12, respectively. The fair value of theseoamounted to $13,810 and $43,641 as
of June 30, 2013 and June 30, 2012, respectivély fair values of these investments represent appately 0.5% and 2.9% of our net assets
as of June 30, 2013 and June 30, 2012, respectieithe years ended June 30, 2013, June 30,&td 2une 30, 2011, the income foregone
as a result of not accruing interest on non-acatabt investments amounted to $25,965, $25,4648¢535, respectively.

On December 3, 2010, we exercised our wtgtia Miller Petroleum, Inc ("Miller") and receiete2,013,814 shares of Miller common
stock. On December 27, 2010, we sold 1,397,51Bade shares receiving $3.95 of net proceeds peg,gkalizing a gain of $5,415. On
January 10, 2011, we sold the remaining 616,30restat Miller common stock receiving $4.23 of nedqeeds per share, realizing an
additional gain of $2,561. The total gain was $8,67 the sale of the Miller common stock.

On May 2, 2011, we sold our membershipredes in Fischbein, LLC ("Fischbein") for $12,3%6y00ss proceeds, $1,479 of which is
deferred revenue held in escrow, realizing a gaB9¢893, and received a repayment on the loarnvthatoutstanding. We subsequently ma
$3,334 senior secured second lien term loan arestad $875 in the common equity of Fischbein withriew ownership group.

During the year ended June 30, 2012, Defp§Hnc. ("Deb Shops") filed for bankruptcy anplan for reorganization was proposed. The
plan was approved by the bankruptcy court and ebt gosition was eliminated with no payment toWs. determined that the impairment of
Deb Shops was other-than-temporary on Septembe&03Q, and recorded a realized loss of $14,60hffull amount of the amortized cost.
The asset was completely written off when the piareorganization was approved.

On December 28, 2011, we made a securedrdetstment of $37,218 to support the recapittiiraof NRG Manufacturing, Inc.
("NRG"). After the financing, we received repaymehthe $13,080 loan that was previously outstag@ind a dividend of $6,711 as a resu
our equity holdings. In addition, we sold 392 ska@dENRG common stock held by us back to NRG f@&,3@6, realizing a gain of $12,131.

On February 2, 2012, NRG was sold to asidatbuyer for $123,258. In conjunction with thiesthe $37,218 loan that was outstanding
was repaid. We also received a $26,936 make-wleelédr early repayment of the outstanding loanctvivas recorded as interest income in
the year ended June 30, 2012. Further, we recai3J800 advisory fee for the transaction, whicls vexorded as other income in the quarter
ending March 31, 2012. After expenses, includirgrttake whole and advisory fees discussed aboveB&8Blvas available to be distributed to
stockholders. While our 408 shares of NRG commoaokstepresented 67.1% of the ownership, we recaie¢@roceeds of $25,991 as our
contribution to the escrow amount was proportioydtegher than the other shareholders. In
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connection with the sales, we recognized a realigea of $24,810 during the year ended June 3220 ltotal, we received proceeds of
$93,977 at closing. In addition, there was $114@i5ig held in escrow of which 80% is due to us umease of the escrowed amounts. Du
the year ended June 30, 2013, we received $3,251 ngpease of escrowed amounts for which we reeegré gain in the same amount. As of
June 30, 2013, the fair value of the remaining@s@amounts was $3,618. This will be recognized gaia if and when received.

On February 5, 2013, we received a distidiouof $3,250 related to our investment in NRG, idnich we realized a gain of the same
amount. This was a partial release of the amoudtihesscrow.

On June 15, 2012, we acquired 80.1% obtgnesses of First Tower LLC ("First Tower") fdrl®,200 in cash and 14,518,207
unregistered shares of our common stock. Basedioshare price of $11.06 at the time of issuan@aequired our 80.1% interest in First
Tower for approximately $270,771. As considerafimnour investment, First Tower Holdings of Delagawhich is 100% owned by us,
recorded a secured revolving credit facility toofi$244,760 and equity of $43,193. First Tower Belee owns 80.1% of First Tower
Holdings LLC, the holding company of First ToweheTassets of First Tower acquired include, amohgrahings, the subsidiaries owned by
First Tower, which hold finance receivables, lead#é, and tangible property associated with Fist@r's businesses. We received $8,075 in
structuring fee income as part of the acquisition.

In December 2012, we determined that tigainment of ICS was other-than-temporary and remalrealized loss of $12,198 for the
amount that the amortized cost exceeded the falkehaalue. Our remaining investment in THS, ailiaté of ICS, was valued at zero as of
June 30, 2013 and continues to provide staffingtemis for health care facilities and security fibaf.

On March 28, 2013, we sold our investmamiéw Meatco Provisions, LLC for net proceeds qfragimately $1,965, recognizing a
realized loss of $10,814 on the sale.

On April 30, 2013, we sold our investmenEischbein for net proceeds of $3,168, recogniaimgalized gain of $2,293 on the sale. In
addition, there is $310 being held in escrow whidlhbe recognized as additional gain if and wheoeived.

On April 15, 2013, assets previously heldH&M were assigned to Wolf in exchange for a $68,6erm loan secured by the assets. Our
cost basis in this loan of $44,632 was determineattordance with ASC 310-4Droubled Debt Restructurings by Creditgrand is equal to
the fair value of assets at the time of transfelwa recorded a realized loss of $19,647 in conmeetith the foreclosure on the assets. On
May 17 2013, Wolf sold certain of the assets tlzt been previously held by H&M that were locatetVlimrtin County to Hibernia for $66,0C
Proceeds from the sale were primarily used to réjpayoan and net profits interest receivable duestand we recognized as a realized gain c
$11,826 partially offsetting the previously recatdess. We received $3,960 of structuring and adyifees from Wolf during the year ended
June 30, 2013 related to the sale and $991 underethprofits interest agreement which was recaghés other income during the fiscal year
ended June 30, 2013.

In June 2013, we determined that the immpaint of Manx was other-than-temporary and recoedezhlized loss of $9,397 for the amount
that the amortized cost exceeded the fair marketva
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The original cost basis of debt placemant$ equity securities acquired, including followiomestments for existing portfolio companies,
totaled $3,103,217, $1,120,659 and $953,337 duhegears ended June 30, 2013, June 30, 2012 ard30,2011, respectively. Debt
repayments and proceeds from sales of equity $issuof $931,534, $500,952 and $285,862 were redairing the years ended June 30,
2013, June 30, 2012 and June 30, 2011, respectively

During the year ended June 30, 2013, wegrized $1,481 of interest income due to purch&smdnt accretion from the assets acquirec
from Patriot. Included in the $1,481 recorded dgitime year ended June 30, 2013 is $1,111 of naawwaktion and $370 of accelerated
accretion resulting from the repayment of HudsasdBcts Holdings, Inc.

During the year ended June 30, 2012, wegrized $6,613 of interest income due to purchasm®dnt accretion from the assets acquirec
from Patriot. Included in the $6,613 is $3,083 ofmal accretion and $3,530 of accelerated accreéisulting from the repayment of Mac &
Massey Holdings, LLC, Nupla Corporation, ROM Acdtiis Corp and Sport Helmets Holdings, LLC.

During the year ended June 30, 2011, wegrizced $22,084 of interest income due to purchésmunt accretion from the assets acqt
from Patriot. Included in the $22,084 is $4,9120fmal accretion, $12,035 of accelerated accretsalting from the repayment of Impact
Products, LLC, Label Corp Holdings Inc. and Priiieeral Company, Inc., and $4,968 of acceleratenlegion resulting from the
recapitalization of our debt investments in Arroati€seneral Insurance Agency, Inc. ("Arrowhead")e TQopernicus Inc. ("Copernicus"),
Fischbein and Northwestern Management Services, (NGrthwestern"). The restructured loans for Arlmad, Copernicus, Fischbein and
Northwestern were issued at market terms compaadbér industry transactions. In accordance witlC/A82(-20-35 the cost basis of the new
loan was recorded at par value, which precipitéttedacceleration of original purchase discount ftbenloan repayment which was recognizec
as interest income.

As of June 30, 2013, $540 of purchase distfrom the assets acquired from Patriot remairisetaccreted as interest income, of which
$240 is expected to be amortized during the threeths ending September 30, 2013.

As of June 30, 2013, $3,005,298 of our $oa@ar interest at floating rates, $2,976,709 aEwhave Libor floors ranging from 1.00% to
5.89%.

Undrawn committed revolvers incur commititnie@s ranging from 0.50% to 2.00%. As of JuneZ8,3 and June 30, 2012, we had
$202,518 and $180,646 of undrawn revolver commitm&mnour portfolio companies, respectively.

Note 4. Revolving Credit Agreements

On June 11, 2010, we closed an extensidreapansion of our existing credit facility wittsgndicate of lenders through PCF (the "2010
Facility"). The 2010 Facility, which had $325,0@a commitments as of June 30, 2011, includedcanrdion feature which allowed the 2C
Facility to accept up to an aggregate total of $800 of commitments, a limit which was met on Seyier 1, 2011. Interest on borrowings
under the 2010 Facility was one-month Libor plus Basis points, subject to a minimum Libor floorl®0 basis points. Additionally, the
lenders charged a fee on the unused
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portion of the 2010 Facility equal to either 75ibgmints if at least half of the credit facilityas used or 100 basis points otherwise.

On March 27, 2012, we renegotiated the Zeddllity and closed on an expanded five-year $88Drevolving credit facility (the "2012
Facility"). The lenders have extended commitmeft552,500 under the 2012 Facility as of June 8032 The 2012 Facility includes an
accordion feature which allows commitments to leased up to $650,000 in the aggregate. The riegoperiod of the 2012 Facility extends
through March 2015, with an additional two year atmation period (with distributions allowed) aftére completion of the revolving period.
During such two year amortization period, all pijiad payments on the pledged assets will be apptiedduce the balance. At the end of the
two year amortization period, the remaining balandebecome due, if required by the lenders.

The 2012 Facility contains restrictionstpiring to the geographic and industry concentratiof funded loans, maximum size of funded
loans, interest rate payment frequency of fundaddpmaturity dates of funded loans and minimunitggequirements. The 2012 Facility also
contains certain requirements relating to portfpkoformance, including required minimum portfofield and limitations on delinquencies ¢
charge-offs, violation of which could result in tbarly termination of the 2012 Facility. The 201&Hity also requires the maintenance of a
minimum liquidity requirement. At June 30, 2013, were in compliance with the applicable covenants.

Interest on borrowings under the 2012 Rgdd one-month Libor plus 275 basis points withminimum Libor floor. Additionally, the
lenders charge a fee on the unused portion of@h& Eacility equal to either 50 basis points ifeast half of the credit facility is drawn or 100
basis points otherwise. The 2012 Facility require$o pledge assets as collateral in order to ouareder the credit facility. As of June 30,
2013 and June 30, 2012, we had $473,508 and $41,8&pectively, available to us for borrowing under 2012 Facility, of which the
amount outstanding was $124,000 and $96,000, riégplyc As additional investments that are eligibke transferred to PCF and pledged
under the 2012 Facility, PCF will generate addaicavailability up to the commitment amount of $58®. At June 30, 2013, the investments
used as collateral for the 2012 Facility had arregate market value of $833,310, which represeht3736 of our net assets. These assets ha
been transferred to PCF, a bankruptcy remote dgaaipose entity, which owns these investmentsaansiuch, these investments are not
available to our general creditors. PCF, a banksupgmote special purpose entity and our wholly-edveubsidiary, holds all of these
investments at market value as of June 30, 2018 rd@lease of any assets from PCF requires the eglprbthe facility agent.

In connection with the origination and amheents of the 2012 Facility, we incurred $11,15@eef, including $1,319 of fees carried over
from the previous facility, which are being amagtizover the term of the facility in accordance WidBC 470-50Debt Modifications and
Extinguishment, of which $6,722 remains to be amortized.

During the years ended June 30, 2013, 30n2012 and June 30, 2011, we recorded $9,0828834nd $8,507 of interest costs, unusec
fees and amortization of financing costs on ouditifacility as interest expense, respectively.
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On December 21, 2010, we issued $150,0@@dmnegate principal amount of our 6.25% senioredible notes due 2015 (2015 Notes")
for net proceeds following underwriting expensesgroximately $145,200. Interest on the 2015 Nt@aid semi-annually in arrears on
June 15 and December 15, at a rate of 6.25% perg@amencing June 15, 2011. The 2015 Notes matuizecember 15, 2015 unless
converted earlier. The 2015 Notes are convertitile $hares of common stock at an initial convers&e and conversion rate at June 30, 201
of 88.0902 and 88.1429 shares of common stockeatisply, per $1 principal amount of 2015 Notesjchtis equivalent to a conversion price
of approximately $11.35 per share of common stsukject to adjustment in certain circumstances.ctimyersion price in effect at June 30,
2013 was last calculated on the anniversary ofsthigance (December 21, 2012) and will next be &etjusn the next anniversary, unless the
exercise price shall have changed by more thandfé#dthe anniversary. The conversion rate fol2ES Notes is increased if monthly cash
dividends paid to common shares exceed the rei8.401125 cents per share, subject to adjustment.

On February 18, 2011, we issued $172,5@@gregate principal amount of our 5.50% seniowvedible notes due 2016 ("2016 Notes")
for net proceeds following underwriting expensegairoximately $167,325. Between January 30, 20t2F@bruary 2, 2012, we repurchased
$5,000 of our 2016 Notes at a price of 97.5, inclgcommissions. The transactions resulted in ecognizing $10 of loss in the year ended
June 30, 2012. Interest on the remaining $167,5@0D6 Notes is paid semi-annually in arrears dor@y 15 and August 15, at a rate of
5.50% per year, commencing August 15, 2011. Thé& 20dtes mature on August 15, 2016 unless convedéder. The 2016 Notes are
convertible into shares of common stock at anah@onversion rate and conversion rate at Jun@QB of 78.3699 and 78.5395 shares,
respectively, of common stock per $1 principal amaf 2016 Notes, which is equivalent to a convergirice of approximately $12.73 per
share of common stock, subject to adjustment itatecircumstances. The conversion price in ef&dune 30, 2013 was last calculated or
anniversary of the issuance (February 14, 2012)alhdext be adjusted on the next anniversaryesslthe exercise price shall have changed
by more than 1% before the anniversary. The coiersite for the 2016 Notes is increased when niprtsh dividends paid to common
shares exceed the monthly dividend rate of $0.10bEs share.

On April 16, 2012, we issued $130,000 igragate principal amount of our 5.375% senior cdible notes due 2017 ("2017 Notes") for
net proceeds following underwriting expenses ofrapimately $126,035. Interest on the 2017 Notgwaid semi-annually in arrears on
October 15 and April 15, at a rate of 5.375% pearyeommencing October 15, 2012. The 2017 Notesmaain October 15, 2017 unless
converted earlier. The 2017 Notes are convertitile $hares of common stock at an initial convers&a and conversion rate at June 30, 201
of 85.8442 and 86.1162 shares of common stockeatisply, per $1 principal amount of 2017 Notesjchlis equivalent to a conversion price
of approximately $11.61 per share of common stsakject to adjustment in certain circumstances.ctimyersion price in effect at June 30,
2013 was last calculated on the anniversary ofsthigance (April 16, 2012) and will next be adjustedhe next anniversary, unless the
exercise price shall have changed by more thandférdthe anniversary. The conversion rate for2thE7 Notes is increased when monthly
cash dividends paid to common shares exceed théhipatividend rate of $0.10150 per share.
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On August 14, 2012, we issued $200,00@gregate principal amount of our 5.75% senior cditde notes due 2018 ("2018 Notes") for
net proceeds following underwriting expenses ofrapimnately $193,600. Interest on the 2018 Notgwaid semi-annually in arrears on
March 15 and September 15, at a rate of 5.75% ¢, gommencing March 15, 2013. The 2018 Notesnmaatu March 15, 2018 unless
converted earlier. The 2018 Notes are convertitile $hares of common stock at an initial convers&a and conversion rate at June 30, 201
of 82.3451 shares of common stock per $1 prin@pabunt of 2018 Notes, which is equivalent to a ession price of approximately $12.07
per share of common stock, subject to adjustmecgitain circumstances. The conversion price habeen adjusted since the issuance
(August 14, 2012) and will next be adjusted onfitst anniversary, unless the exercise price dimale changed by more than 1% before the
anniversary. The conversion rate for the 2018 Nistégscreased when monthly cash dividends paidtoraon shares exceed the monthly
dividend rate of $0.101600 per share.

On December 21, 2012, we issued $200,0@@gdmnegate principal amount of 5.875% senior cdiblemnotes due 2019 (the "2019 Notes")
for net proceeds following underwriting and othepenses of approximately $193,600. Interest or2€H® Notes is paid semi-annually in
arrears on January 15 and July 15, at a rate @56%8er year, commencing July 15, 2013. The 201i@dNmature on January 15, 2019 unless
converted earlier. The 2019 Notes are convertitiie $hares of common stock at an initial converséte and conversion rate at June 30, 201.
of 79.7766 shares of common stock per $1 prin@padunt of 2019 Notes, which is equivalent to a ession price of approximately $12.54
per share of common stock, subject to adjustmeagitain circumstances. The conversion price habeen adjusted since the issuance
(December 21, 2012) and will next be adjusted erfitlst anniversary, unless the exercise pricel $laale changed by more than 1% before the
anniversary. The conversion rate for the 2019 Nistéscreased when monthly cash dividends paidtomon shares exceed the monthly
dividend rate of $0.110025 per share.

In no event will the total number of shabésommon stock issuable upon conversion exceegP9& per $1 principal amount of the 2015
Notes (the "conversion rate cap"), except thathéoextent we receive written guidance or -action letter from the staff of the Securities and
Exchange Commission (the "Guidance") permittingouadjust the conversion rate in certain instamaésout regard to the conversion rate cay
and to make the 2015 Notes convertible into cergfierence property in accordance with certainassifications, business combinations, asse
sales and corporate events by us without regatttetoonversion rate cap, we will make such adjustewithout regard to the conversion rate
cap and will also, to the extent that we make archsadjustment without regard to the conversioa cap pursuant to the Guidance, adjust the
conversion rate cap accordingly. We will use ounowercially reasonable efforts to obtain such Guigaas promptly as practicable.

Prior to obtaining the Guidance, we wilt emgage in certain transactions that would réswdn adjustment to the conversion rate
increasing the conversion rate beyond what it wbalde been in the absence of such transactionamie$ave engaged in a reverse stock
or share combination transaction such that in easonable best estimation, the conversion ratWoib the adjustment for such transaction
will not be any closer to the conversion rate demtit would have been in the absence of suchdcdios.

Upon conversion, unless a holder convdtés a record date for an interest payment butrgiddhe corresponding interest payment date,
the holder will receive a separate cash paymetht nggpect
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to the Notes surrendered for conversion represgaiicrued and unpaid interest to, but not includmggconversion date. Any such payment
will be made on the settlement date applicabléa¢orélevant conversion on the 2015 Notes and 2@ités\collectively, "Senior Convertible
Notes").

No holder of Senior Convertible Notes vl entitled to receive shares of our common stponiwconversion to the extent (but only to
extent) that such receipt would cause such comgehtolder to become, directly or indirectly, a bigsial owner (within the meaning of
Section 13(d) of the Securities Exchange Act of4188d the rules and regulations promulgated thele)iof more than 5.0% of the shares of
our common stock outstanding at such time. The Si@ftation shall no longer apply following the efftive date of any fundamental change.
We will not issue any shares in connection withabeversion or redemption of the Notes which waddal or exceed 20% of the shares
outstanding at the time of the transaction in adance with NASDAQ rules.

Subject to certain exceptions, holders negyiire us to repurchase, for cash, all or patheif Notes upon a fundamental change at a pric
equal to 100% of the principal amount of the Nditemg repurchased plus any accrued and unpaicsitep to, but excluding, the fundame
change repurchase date. In addition, upon a fund@iehange that constitutes a non-stock changentfol we will also pay holders an
amount in cash equal to the present value of albimging interest payments (without duplicationtod foregoing amounts) on such Senior
Convertible Notes through and including the mayulite.

In connection with the issuance of the 8e@ionvertible Notes, we incurred $27,032 of febscty are being amortized over the terms of
the notes in accordance with ASC 470-Bept Modifications and Extinguishmenté$,which $20,254 remains to be amortized and ikiated
within deferred financing costs on the consolidattedements of assets and liabilities as of Jun@@LB.

During the years ended June 30, 2013, 30n2012 and June 30, 2011, we recorded $45,8281$2 and $9,090 of interest costs and
amortization of financing costs on the Senior Cotible Notes as interest expense.

Note 6. Senior Unsecured Notes

On May 1, 2012, we issued $100,000 in agapeeprincipal amount of 6.95% senior unsecuredsdtie 2022 for proceeds net of offering
expenses of $97,000 (the "2022 Notes"). Interesher?2022 Notes is paid quarterly in arrears onustd5, November 15, February 15 and
May 15, at a rate of 6.95% per year, commencingugust 15, 2012. The 2022 Notes mature on Noverhbe2022. These notes will be our
direct unsecured obligations and rank equally &ittof our unsecured senior indebtedness from tortéme outstanding.

On March 15, 2013, we issued $250,000 gregpte principal amount of 5.875% senior unsecoodes due 2023 (the "2023 Notes") for
net proceeds following underwriting and other exggenof approximately $245,885. Interest on the 20@@s is paid semi-annually. The 2023
Notes mature on March 15, 2023. These notes wilusedirect unsecured obligations and rank equailily all of our unsecured seni
indebtedness from time to time outstanding.

In connection with the issuance of the 2B@®2es and 2023 Notes (collectively the "Senior étnsed Notes"), we incurred $7,480 of fees
which are being amortized over the term of the iate
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accordance with ASC 470-5Debt Modifications and Extinguishmenté which $7,114 remains to be amortized and isuidet! within
deferred financing costs on the consolidated stamgsof assets and liabilities.

During the years ended June 30, 2013 anel 30, 2012, we recorded $11,672 and $1,178 afistteosts and amortization of financing
costs on the Senior Unsecured Notes as interesnsgprespectively.

Note 7. Prospect Capital InterNotes®

On February 16, 2012, we entered into &rgeAgent Agreement (the "Selling Agent Agreemégntith Incapital LLC, as purchasing
agent for our issuance and sale from time to tifgpdo $500,000 of Prospect Capital InterNoted® (tinterNotes® Offering"), which was
subsequently increased to $1,000,000. Additionehtgappointed by us from time to time in connectidth the InterNotes Offering may
become parties to the Selling Agent Agreement.

These notes are direct unsecured seni@ations and will rank equally with all of our usged senior indebtedness outstanding. Each
series of notes will be issued by a separate ffingise notes bear interest at fixed interest eatdffer a variety of maturities no less than
twelve months from the original date of issuance.

During the year ended June 30, 2013, wees$343,139 in aggregate principal amount of sasjrect Capital InterNotes® for net
proceeds of approximately $334,243. These notes issued with stated interest rates ranging fr&28%.to 6.63% with a weighted average
rate of 5.59%. These notes mature between Jul2Q®) and June 15, 2043.
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The bonds outstanding as of June 30, 264:3 a

Weighted
Average
Interest Rate Interest

Date of Issuance Principal Amount Range Rate Maturity Date
March 1, 201:- March 8,201 $ 5,46¢ 6.90%- 7.00% 6.97% March 15, 202
April 5, 2012- April 26, 2012 8,51¢ 6.50%- 6.85% 6.72% April 15, 202:
June 14, 201 2,657 6.95% 6.95% June 15, 202
June 28, 201 4,00( 6.55% 6.55% June 15, 201
July 6, 2012 July 26, 201: 20,92¢ 6.20%- 6.45% 6.31% July 15, 201
August 2, 2012 - August 23,

2012 17,54t 6.05%- 6.15% 6.0%% August 15, 201
September 7, 2012 -

September 27, 201 29,40¢  5.85%- 6.00% 5.92% September 15, 20
October 4, 201, 7,172 5.70% 5.7(%  October 19, 201
November 23, 201-

November 29, 201 13,75¢ 5.00%- 5.13% 5.0¢% November 15, 201
November 29, 201 1,97¢ 5.75% 5.7%% November 15, 202
November 23, 201-

November 29, 201 16,43’ 6.50%- 6.63% 6.5¢% November 15, 20/
December 6, 2012 -

December 28, 201 9,33¢ 4.50%- 4.86% 4.75% December 15, 20:
December 6, 201 1,127 5.63% 5.62% December 15, 20!
December 13, 2012 -

December 28, 201 3,702 5.00%- 5.13% 5.11% December 15, 20:
December 6, 2012 -

December 28, 201 22,96¢ 6.00%- 6.38% 6.21% December 15, 20:
January 4, 2013 - January 3.

2013 4,427 4.00%- 4.375% 4.15%  January 15, 20:
January 4, 2013 - January 3:

2013 2,38¢  4.50%- 4.875% 47486  January 15, 20!
January 4, 2013 - January 3:

2013 9,33¢  5.50%- 5.875% 5.6%%  January 15, 20«
February 4, 2013 -

February 28, 201 2,61¢ 4.00% 4.0% February 15, 20z
February 4, 2013 -

February 28, 201 664 4.50% 450% February 15, 20z
February 4, 2013 -

February 28, 201 4,62: 5.50% 5.5(% February 15, 20¢
March 4, 2013 - March 28,

2013 3,83¢ 4.00% 4.0(% March 15, 202
March 4, 2013 - March 28,

2013 984 4.125%- 4.50% 4.24% March 15, 203
March 4, 2013 - March 28,

2013 4,30¢ 5.50% 5.5(% March 15, 204
March 14, 2013 - March 28,

2013 1,22¢ L+3.00% 3.27% March 15, 202
April 4, 2013- April 25, 2013 29,52¢ 4.50%- 5.00% 4.9€% April 15, 202(
April 4, 2013- April 25, 2013 264 L+3.50% 3.7¢% April 15, 202
April 4, 2013- April 25, 2013 5,16¢ 4.63%- 5.50% 5.34% April 15, 203
April 4, 2013- April 25, 2013 12,28( 6.00% 6.0(% April 15, 204:
May 2, 2013 May 31, 201: 42,48: 5.00% 5.0(% May 15, 202
May 2, 2013 May 31, 201: 10,00( 5.00% 5.0(% May 15, 202
May 2, 2013 May 31, 201: 7,54¢ 5.75% 5.7%% May 15, 203
May 2, 2013 May 31, 201: 33,64! 6.25% 6.25% May 15, 204

June 6, 201- June 27, 201 9,90¢  5.00%- 5.25Y% 5.04% June 15, 20z



June 6, 201- June 27, 201 5,00( 5.00% 5.0(% June 15, 20z

June 6, 201- June 27, 201 1,707 5.75%- 6.00% 5.85% June 15, 20z
June 6, 201- June 27, 201 6,857 6.25%- 6.50% 6.31% June 15, 204
$ 363,77
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In connection with the issuance of the pPeas Capital InterNotes®, we incurred $10,598 ekfevhich are being amortized over the term
of the notes in accordance with ASC 47056pt Modifications and Extinguishment$ which $10,248 remains to be amortized and is
included within deferred financing costs on thesmidated statements of assets and liabilities.

During the years ended June 30, 2013 ane 30, 2012, we recorded $9,707 and $276 of irttemests and amortization of financing costs
on the Prospect Capital InterNotes® as interestes@, respectively.

Note 8. Financial Instruments Disclosed, But Not Qaied, At Fair Value

The fair values of our financial liabiliielisclosed, but not carried, at fair value asuoiJ30, 2013 disaggregated into the three levels of
the ASC 820 valuation hierarchy are as follows:

Fair Value Hierarchy

Level 1 Level 2 Level 3 Total
Credit facility payable(1 $ — $ 124000 $§ — $ 124,00(
Senior convertible notes(. — 886,21( — 886,21(
Senior unsecured notes| 101,80( 242,01 — 343,81
Prospect Capital InterNoi®(3) — 336,05! — 336,05!
Total $ 101,80 $ 1,588,270 $§ — $ 1,690,07

(1)  The carrying value of our credit facility payablgpaoximates the fair value.
(2 We use available market quotes to estimate thesédire of the Senior Convertible Notes and Senisddured Notes.

(3)  The fair value of our Prospect Capital InterNotés@stimated by discounting remaining paymentsguestimated
current market rate

The fair values of our financial liabiliielisclosed, but not carried, at fair value asuoiJ30, 2012 disaggregated into the three levels of
the ASC 820 valuation hierarchy are as follows:

Fair Value Hierarchy

Level 1 Level 2 Level 3 Total
Credit facility payable(1 $ — $ 96,000 $ — $ 96,00(
Senior convertible notes(. — 456,67 — 456,67:
Senior unsecured notes| 99,56( — — 99,56(
Prospect Capital InterNot®(3) — 20,28( — 20,28(
Total $ 99,56( $ 572,95. $ — $ 672,51

(1)  The carrying value of our credit facility payablgpaoximates the fair value.
(2 We use available market quotes to estimate thesédire of the Senior Convertible Notes and Senisddured Notes.

(3)  The fair value of our Prospect Capital InterNotés@stimated by discounting remaining paymentsguestimated
current market rate
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We issued 106,752,517 and 30,970,696 slofieas common stock during the years ended Jup@@IB and June 30, 2012, respectively.
The proceeds raised, the related underwriting thespffering expenses and the prices at whichetbhares were issued are as follows:

Number of Gross Average
Shares Proceeds Underwriting Offering Offering
Issuances of Common Stoc Issued Raised Fees Expenses Price
During the year ended June 30,
2013:
July 2, 2012- July 12, 2012(1 2,247,27" $ 26,04( $ 26C $ — $ 11.5¢
July 16, 201z 21,000,000 $ 234,15( $ 2,10C $ 30C $ 11.1¢f
July 27, 201: 3,150,000 $ 35,12¢ $ 31t $ — $ 11.1f
September 13, 20120ctober 9

2012(2) 8,010,35 $ 94,61( $ 924¢€ $ 63¢ $ 11.81
November 7, 201 35,000,000 $ 388,500 $ 455( $ 814 $ 11.1(
December 13, 2012(. 467,92¢ $ 5,021 $ — 3 — $ 10.7¢
December 28, 2012(. 897,90t $ 9,581 $ — % — $ 10.67
December 31, 2012(. 414154 $ 44,650 $ — 3 — $ 10.7¢
January 7, 2013 - February 5,

2013(4) 10,248,05 $ 115,31! $ 1,15 $ — $ 11.2¢
February 14, 2013 - May 3,

2013(5) 17,230,25 $ 191,89 $ 1,78¢ $ — $ 11.1¢
May 14, 2013 - May 31, 2013

(6) 4,359,200 $ 47,53 $ 39¢ % 24t $ 10.9(

During the year ended June 30,
2012:
June 12, 2012 - June 29, 201.

(1) 2,952,48° $ 33,13( $ 331 $ 184 $ 11.22(
June 15, 2012(7 14,518,20 $ 160,57 $ — $ — $ 11.06(
February 28, 201 12,000,000 $ 131,400 $ 1,56( $ 36C $ 10.95(
July 18, 2011 1,500,000 $ 15,22t $ 165 $ 168 $ 10.15(

(1) OnJune 1, 2012, we established an at-the-markgtagm through which we may sell, from time to tiarel at our sole
discretion 9,500,000 shares of our common stockodgdh this program we issued 5,199,764 sharesrod@mamon stock
at an average price of $11.38 per share, raisi@gl$8 of gross proceeds, from June 12, 2012 thrdubhl2, 2012.

(2) On September 10, 2012, we established areatitirket program through which we may sell, from timéime and at ot
sole discretion 9,750,000 shares of our commorksidorough this program we issued 8,010,357 shafresr common
stock at an average price of $11.81 per sharenga®94,610 of gross proceeds, from Septemberd®? through
October 9, 2012.

3) On December 13, 2012, December 28, 2012 and Deeedttb2012, we issued 467,928, 897,906 and 4,14 1sbdres of
our common stock, respectively, in conjunction withestments in controlled portfolio companies.

4) On December 21, 2012, we established an atrtimixet program through which we may sell, frometita time and at our
sole discretion 17,500,000 shares of our commarksithrough this program we issued 10,248,051 shafreur
common stock at an average price of $11.25 peeshasing $115,315 of gross proceeds.

(5) On February 11, 2013, we established an at-the-@harbgram through which we may sell, from timeinoe and at our
sole discretion 45,000,000 shares of our commarksfthrough this
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program we issued 17,230,253 shares of our commogk at an average price of $11.14 per share ngais191,897 of
gross proceeds.

(5) On May 8, 2013, we established an at-the-markegrara through which we may sell, from time to tinmel at our sole
discretion 45,000,000 shares of our common stobkodgh this program we issued 4,539,200 sharesroé@mmon
stock at an average price of $10.90 per sharenga$l7,532 of gross proceeds.

@) On June 15, 2012, we completed the acquistifdhe businesses of First Tower. We acquired®001 First Tower's
businesses for $110,200 in cash and 14,518,20gisteeed shares of our common stc

Our shareholders' equity accounts at JOn@@L3 and June 30, 2012 reflect cumulative shasegd as of those respective dates. Our
common stock has been issued through public ofjsria registered direct offering, the exercisevefrallotment options on the part of the
underwriters and our dividend reinvestment planewbur common stock is issued, the related offesipenses have been charged against
paid-in capital in excess of par. All underwritifeges and offering expenses were borne by us.

On August 24, 2011, our Board of Directapproved a share repurchase plan under which weepaychase up to $100,000 of our
common stock at prices below our net asset vallehs¥e not made any purchases of our common sto@kgdhe period from August 24,
2011 to June 30, 2013 pursuant to this plan. Peiany repurchase we are required to notify shddens of our intention to purchase our
common stock. This notice lasts for six monthsraftaice is given. The last notice was more thamsdnths ago, therefore notice would be
necessary before such repurchase could be effected.

On October 29, 2012, our Registration Stat@ on Form N-2 was declared effective by the SHE@ler this Shelf Registration Statement,
as of June 30, 2013 we can issue up to $1,743 Padditional debt and equity securities in the pubiarket.

On May 6, 2013, we announced the declaratfanonthly dividends in the following amounts amith the following dates:

. $0.110125 per share for May 2013 to holdersobrd on May 31, 2013 with a payment date of JneQ13;
. $0.110150 per share for June 2013 to holders ofdean June 28, 2013 with a payment date of Ju/\2083;
. $0.110175 per share for July 2013 to holders afnéton July 31, 2013 with a payment date of Au@25t2013; and

. $0.110200 per share for August 2013 to holdergcdnd on August 30, 2013 with a payment date ofeeper 19, 2013.
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On June 17, 2013, we announced the deidarat monthly dividends in the following amountsdawith the following dates:

. $0.110225 per share for September 2013 to helfarecord on September 30, 2013 with a paymeetafeOctober 24, 2013;
. $0.110250 per share for October 2013 to holderecord on October 31, 2013 with a payment datéowember 21, 2013;

. $0.110275 per share for November 2013 to holdersaufrd on November 29, 2013 with a payment dat@eziember 19, 2013;
and

. $0.110300 per share for December 2013 to holdemscofrd on December 31, 2013 with a payment dafemfiary 23, 2014.

During the years ended June 30, 2013 and 30, 2012, we issued 1,450,578 and 1,056,484shaspectively, of our common stock in
connection with the dividend reinvestment plan.

At June 30 2013, we have reserved 70,286B&res of our common stock for issuance uponearsion of the Senior Convertible Notes
(See Note 5).

Note 10. Other Investment Income

Other investment income consists of stmictufees, overriding royalty interests, revenueeipts related to net profit interests, deal
deposits, administrative agent fee, and other riést@ous and sundry cash receipts. Income from saatces was $58,176, $36,493 and
$19,930 for the years ended June 30, 2013, Jur203@,and June 30, 2011, respectively.

For The Year Ended

Income Source June 30, 201: June 30, 2017 June 30, 2011
Structuring, advisory and amendment fees (Noi $ 53,70¢ $ 35,97¢ $ 19,58¢
Overriding royalty interest 4,12: 224 154
Administrative agent fe 34¢€ 29: 187

Other Investment Incomr $ 58,17¢ $ 36,49: $ 19,93(

Note 11. Net Increase in Net Assets per Common Slear

The following information sets forth thengputation of net increase in net assets resultimmg bperations per common share for the year
ended June 30, 2013, 2012 and 2011, respectively.

For The Year Ended

June 30, 201: June 30, 201: June 30, 2011
Net increase in net assets resulting from opers  $ 220,85¢ $ 190,90« $ 118,23t
Weighted average common shares outstan 207,069,97 114,394,55 85,978,75
Net increase in net assets resulting from opers
per common shal $ 1.07 $ 1.67 $ 1.3¢
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Investment Advisory Agreeme

We have entered into an investment adviaod/management agreement with Prospect Capitah@éament (the "Investment Advisory
Agreement”) under which the Investment Adviser jscitto the overall supervision of our Board of ézitors, manages the day-to-day
operations of, and provides investment advisoryises to, us. Under the terms of the Investmentigaty Agreement, the Investment Advis
(i) determines the composition of our portfoliog thature and timing of the changes to our portfafid the manner of implementing such
changes, (ii) identifies, evaluates and negotittestructure of the investments we make (inclugiedorming due diligence on our prospec
portfolio companies); and (iii) closes and monitiongestments we make.

Prospect Capital Management's servicesrithddnvestment Advisory Agreement are not exeteisand it is free to furnish similar
services to other entities so long as its senicess are not impaired. For providing these sessibe Investment Adviser receives a fee from
us, consisting of two components: a base manageieeiaind an incentive fee. The base managemeit éedculated at an annual rate of
2.00% on our gross assets (including amounts baudwror services currently rendered under thesimrent Advisory Agreement, the base
management fee is payable quarterly in arrearsb@ike management fee is calculated based on thegawealue of our gross assets at the en
of the two most recently completed calendar quared appropriately adjusted for any share issgamceepurchases during the current
calendar quarter.

The total base management fees earneddpaid to Prospect Capital Management for the yeaded June 30, 2013, June 30, 2012 an
June 30, 2011 were $69,800, $35,836 and $22,496eckvely.

The incentive fee has two parts. The fiest, the income incentive fee, is calculated asghple quarterly in arrears based on our pre-
incentive fee net investment income for the immiedyapreceding calendar quarter. For this purppesincentive fee net investment income
means interest income, dividend income and any aticeme (including any other fees (other than feeproviding managerial assistance),
such as commitment, origination, structuring, @itige and consulting fees and other fees that veéveefrom portfolio companies) accrued
during the calendar quarter, minus our operatimgeages for the quarter (including the base managieiee, expenses payable under the
Administration Agreement described below, and anigrest expense and dividends paid on any issutdwstanding preferred stock, but
excluding the incentive fee). Phecentive fee net investment income includes, exdase of investments with a deferred interestifegsuch ¢
original issue discount, debt instruments with pagtrin kind interest and zero coupon securitiex)ried income that we have not yet rece
in cash. Pre-incentive fee net investment inconesdmt include any realized capital gains, realcagaltal losses or unrealized capital
appreciation or depreciation. Freentive fee net investment income, expressedrageaf return on the value of our net assetieaend of th
immediately preceding calendar quarter, is compared'hurdle rate" of 1.75% per quarter (7.00%uetized).

The net investment income used to calcukasepart of the incentive fee is also includedha amount of the gross assets used to calculz
the 2.00% base management fee. We pay the Inveilstmen
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Adviser an income incentive fee with respect to pné-incentive fee net investment income in eadbnoar quarter as follows:

. no incentive fee in any calendar quarter in Whoar pre-incentive fee net investment income admwgsexceed the hurdle rate;

. 100.00% of our pre-incentive fee net investmeodme with respect to that portion of such preemove fee net investment
income, if any, that exceeds the hurdle rate blasis than 125.00% of the quarterly hurdle rat@niy calendar quarter (8.75%
annualized assuming a 7.00% annualized hurdle; 1atel)

. 20.00% of the amount of our pre-incentive fee neestment income, if any, that exceeds 125.00%efjuarterly hurdle rate in
any calendar quarter (8.75% annualized assumin@Q2«annualized hurdle rate).

These calculations are appropriately peatdibr any period of less than three months andséeljl for any share issuances or repurchases
during the current quarter.

The second part of the incentive fee, tii@tal gains incentive fee, is determined and pkeyebarrears as of the end of each calendar ye:
(or upon termination of the Investment Advisory égment, as of the termination date), and equaB020 of our realized capital gains for the
calendar year, if any, computed net of all realizagital losses and unrealized capital depreciaidhe end of such year. In determining the
capital gains incentive fee payable to the Investelviser, we calculate the aggregate realizedtaagains, aggregate realized capital losses
and aggregate unrealized capital depreciationpplicable, with respect to each investment thattees in its portfolio. For the purpose of this
calculation, an "investment" is defined as theltotall rights and claims which maybe assertedraga portfolio company arising from our
participation in the debt, equity, and other finahinstruments issued by that company. Aggregeaéized capital gains, if any, equal the sum
of the differences between the aggregate net palas of each investment and the aggregate cos basuch investment when sold or
otherwise disposed. Aggregate realized capitaklbssjual the sum of the amounts by which the agtgatet sales price of each investment is
less than the aggregate cost basis of such invastaien sold or otherwise disposed. Aggregate limezhcapital depreciation equals the sum
of the differences, if negative, between the agagegaluation of each investment and the aggregetiebasis of such investment as of the
applicable calendar yeand. At the end of the applicable calendar yearathount of capital gains that serves as the bars@ur calculation
the capital gains incentive fee involves nettingragate realized capital gains against aggregatized capital losses on a sinoeeption basi
and then reducing this amount by the aggregatealined capital depreciation. If this number is pi@si then the capital gains incentive fee
payable is equal to 20.00% of such amount, lesadlgeegate amount of any capital gains incenties feid since inception.

Income incentive fees totaling $81,231,,646 and $23,555 were earned for the years ended3ly 2013, June 30, 2012 and June 30,
2011, respectively. No capital gains incentive fe@ese earned for years ended June 30, 2013, Jyr293BP and June 30, 2011, respectively.

190




Table of Contents

PROSPECT CAPITAL CORPORATION AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(In thousands, except share and per share data)
Note 12. Related Party Agreements and Transactior{€ontinued)
Administration Agreemel

We have also entered into an Administraf\gmeement with Prospect Administration, LLC ("Rvest Administration™) under which
Prospect Administration, among other things, presi¢or arranges for the provision of) administeservices and facilities for us. For
providing these services, we reimburse ProspectiAidtration for our allocable portion of overheadurred by Prospect Administration in
performing its obligations under the Administratiagreement, including rent and our allocable partd the costs of our chief financial offic
and chief compliance officer and his staff. For ykears ended June 30, 2013, 2012 and 2011, théuesement was approximately $8,737,
$6,848 and $4,979, respectively. Under this agre¢nfeospect Administration furnishes us with dfffecilities, equipment and clerical,
bookkeeping and record keeping services at sudlititsc Prospect Administration also performsooersees the performance of, our requirec
administrative services, which include, among othergs, being responsible for the financial resaditht we are required to maintain and
preparing reports to our stockholders and repded Wwith the SEC. In addition, Prospect Adminiita assists us in determining and
publishing our net asset value, overseeing thegpation and filing of our tax returns and the prigtand dissemination of reports to our
stockholders, and generally oversees the paymeniragxpenses and the performance of administratideprofessional services rendered t
by others. Under the Administration Agreement, Peas Administration also provides on our behalf agarial assistance to those portfolio
companies to which we are required to provide sissistance. The Administration Agreement may buiteted by either party without
penalty upon 60 days' written notice to the othatyp Prospect Administration is a wholly owned sdiary of the Investment Adviser.

The Administration Agreement provides tladtsent willful misfeasance, bad faith or negligeincthe performance of its duties or by
reason of the reckless disregard of its dutiesadntigations, Prospect Administration and its offcsemanagers, partners, agents, employees,
controlling persons, members and any other persentity affiliated with it are entitled to indenfiziation from us for any damages, liabilities,
costs and expenses (including reasonable attorfe®gssand amounts reasonably paid in settlemesthgifrom the rendering of Prospect
Administration's services under the Administratigreement or otherwise as administrator for us.

Managerial Assistanc

As a business development company, we,adfed must provide upon request, managerial assist@ certain of our portfolio companies.
This assistance could involve, among other thingmitoring the operations of our portfolio companiparticipating in board and managemen
meetings, consulting with and advising officergoftfolio companies and providing other organizagiicand financial guidance. As of June
2013 and June 30, 2012, $1,291 and $165 of mamhgssistance fees remain on the consolidatechetats of assets and liabilities as a
payable to the Administrator for reimbursementteftiost in providing such assistance.

Note 13. Litigation

From time to time, we may become involvedarious investigations, claims and legal procegsithat arise in the ordinary course of our
business. These matters may relate to intellephaglerty, employment, tax, regulation, contracbibrer matters. The resolution of these
matters as they arise

191




Table of Contents

PROSPECT CAPITAL CORPORATION AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

(In thousands, except share and per share data)

Note 13. Litigation (Continued)

will be subject to various uncertainties and, efenich claims are without merit, could resultle texpenditure of significant financial and

managerial resources. We are not aware of anyreatérial litigation as of the date of this report.

Note 14. Financial Highlights

Year Year Year Year Year
Ended Ended Ended Ended Ended
June 30, June 30, June 30, June 30, June 30,
2013 2012 2011 2010 2009
Per Share Data(1):
Net asset value .
beginning of perioc  $ 1087 $ 10.3¢ $ 10.3C $ 1240 $ 14 .5t
Net investment incom 1.57 1.6z 1.1C 1.1z 1.87
Realized (loss) gai (0.13) 0.32 0.1¢ (0.87) (1.2
Net unrealizec
(depreciation)
appreciatior (0.39) (0.2¢) 0.0¢ 0.07 0.4¢
Net increase (decreas
in net assets as a
result of public
offering 0.1z 0.04 (0.08¢ (0.8%) (2.17
Net increase in n¢
assets as a result o
shares issued for
Patriot acquisitior — — — 0.12 —
Dividends to
shareholder (1.37) (1.2 (1.29 (1.70 (1.15
Net asset value at el
of period $ 1072 $ 10.8¢ $ 10.3¢ $ 10.3C $ 12.4(
Per share market valt
at end of periol $ 10.8C $ 11.3¢ $ 10.11 $ 9.6 % 9.2C
Total return based on
market value(2 6.24% 27.21% 17.22% 17.6€% (18.60%
Total return based on
net asset value(: 10.91% 18.02% 12.50% (6.82)% (0.61)%
Shares outstanding a
end of perioc 247,836,96 139,633,87 107,606,69 69,086,386 42,943,008
Average weighted
shares outstanding
for period 207,069,97 114,394,55 85,978,75 59,429,22 31,559,90
Ratio / Supplemental
Data:
Net assets at end
period (in thousand $ 2,656,49. $ 1,511,97. $ 1,11435 $ 71142. $ 532,59
Portfolio turnover ratt 29.24% 29.06% 27.6%% 21.61% 4.9%
Annualized ratio of
operating expenses
to average net ass¢ 11.5(% 10.7% 8.41% 7.5% 9.0%%
Annualized ratio of ne
investment income
average net asse 14.8¢% 14.92% 10.6(% 10.6%% 13.1%0%

Q) Financial highlights are based on weighted aveshgees.



(2)  Total return based on market value is based oolhage in market price per share between the ogpemd ending
market prices per share in each period and asstimaedividends are reinvested in accordance withdaxidend
reinvestment plan. Total return based on net asde¢ is based upon the change in net asset valughpre between the

opening and ending net asset values per sharelnpsaiod and assumes that dividends are reinv@sestordance with
our dividend reinvestment pla
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Note 15. Selected Quarterly Financial Data (Unaudéd)

Net Increase

Net Realized (Decrease)
Net Investment and Unrealized in Net Assets from
Investment Income Income Gains (Losses) Operations
Per Share Per Share Per Share
Quarter Ended Total (1) Total (1) Total Per Share(1 Total (1)
September 3

2010 35,217 0.47 20,99t 0.2¢ 4,58t 0.0€ 25,58( 0.3
December 31

2010 33,30( 0.4C 19,08( 0.2 12,86: 0.1€ 31,94( 0.3¢
March 31,

2011 44 57 0.51 23,95¢ 0.27 9,80: 0.11 33,75¢ 0.3¢
June 30,201  56,39: 0.5¢  30,19( 0.31 (3,239 (0.039) 26,95¢ 0.2¢
September 3

2011 55,34: 0.51 27,87 0.2¢ 12,02: 0.11 39,90( 0.37
December 31

2011 67,26 0.61 36,50¢ 0.3t 27,98¢ 0.2¢ 64,49: 0.5¢
March 31,

2012 95,62: 0.8¢ 58,07: 0.51 (7,869 (0.07) 50,20¢ 0.44
June 30, 201 102,68: 0.8z 64,227 0.5z (27,929 (0.22) 36,30 0.2¢
September 3

2012 123,63t 0.7¢ 74,02 0.4¢ (26,779 (0.17) 47,24¢ 0.2¢
December 31

2012 166,03! 0.85 99,21¢ 0.51 (52,727 (0.27) 46,48¢ 0.24
March 31,

2013 120,19 0.5 59,58t 0.2¢€ (15,156 (0.07) 44,42¢ 0.2(
June 30, 201  166,47( 0.6 92,09¢ 0.3¢ (9,407 (0.04) 82,68¢ 0.3¢

Q) Per share amounts are calculated using weightedgashares during period.
(2)  As adjusted for increase in earnings from Pat
Note 16. Subsequent Events

During the period from July 1, 2013 to Asg@dl, 2013, we issued $58,607 in aggregate pahaimount of our Prospect Capital
InterNotes® for net proceeds of $57,344. In additive sold $7,682 in aggregate principal amoumuwfProspect Capital InterNotes® for net
proceeds of $7,513 with expected closing on Augask013.

During the period from July 1, 2013 to Asggdl, 2013, we sold 9,818,907 shares of our constawk at an average price of $10.97 per
share, and raised $107,725 of gross proceeds, tmel&TM Program. Net proceeds were $106,822 afiermissions to the broker-dealer on
shares sold and offering costs.

On July 1, 2013, Pre-Paid Legal Services, tlepaid the $5,000 loan receivable to us.
On July 9, 2013, Southern Management Cattjor repaid the $17,565 loan receivable to us.

On July 12, 2013, we provided $11,000 alused second lien financing to Water PIK, Inceader in developing innovative personal anc
oral healthcare products.

On July 23, 2013, we made a $2,000 investimeCarolina Beverage Group, LLC ("Carolina Bege"), a contract beverage
manufacturer



On July 24, 2013, we sold our $2,000 inwestt in Carolina Beverage and realized a gain 6f@4this investment.
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On July 26, 2013, we made a $2,000 followsenior secured debt investment in Spartan Ereegyices, LLC, a leading provider of thru
tubing and flow control services to oil and gas pamies.

On July 26, 2013, we made a $20,000 follmwsecured second lien investment in Royal Adhestv&ealants, LLC ("Royal"), a leading
producer of proprietary, high-performance adhesaressealants.

On July 31, 2013, we made a $5,100 followirvestment in Coverall North America, Inc., ade franchiser of commercial cleaning
businesses.

On July 31, 2013, Royal repaid the $28,8fdordinated unsecured loan receivable to us.

On July 31, 2013, Cargo Airport ServicesAJELC repaid the $43,399 loan receivable to us.

On August 1, 2013, Medical Security Cardrpany, LLC repaid the $13,214 loan receivable to us

On August 2, 2013, we made an investmef#df100 to purchase 90% of the subordinated riot€~C Funding 2013-Ill, Ltd.

On August 2, 2013, we funded a recapitibreof CP Energy Services, Inc. ("CP Energy") wiB1,273 of debt and $12,741 of equity
financing. Through the recapitalization, we acagigecontrolling interest in CP Energy for $73,002ash and 1,918,342 unregistered shar
our common stock. After the financing, we receivegayment of the $18,991 loan previously outstapdin

On August 12, 2013, we provided $80,008anior secured loans and a senior secured revdamgfacility, of which $70,000 was
funded at closing, for the recapitalization of Mhatrinitiatives, Inc., owner of Zicam, a leadingwidoper and marketer of OTC cold remedy
products under the Zicam brand.

On August 14, 2013, we announced the rdwisaversion rate on the 2018 Notes of 82.863leshaircommon stock per $1 principal
amount of 2018 Notes, which is equivalent to a ession price of approximately $12.07.

On August 15, 2013, we announced an ineref$15,000 to our commitments to our credit facilThe commitments to the credit facil
now stand at $567,500.

On August 15, 2013, we made a $14,000vebba investment in Totes Isotoner Corporation,aalieg designer, distributer and retailer of
high quality, branded functional accessories.

On August 21, 2013, we announced the datitar of monthly dividends in the following amouatsd with the following dates:

. $0.110325 per share for January 2014 to holdersamird on January 31, 2014 with a payment datebfdary 20, 2014;
. $0.110350 per share for February 2014 to holdersaufrd on February 28, 2014 with a payment datdath 20, 2014; and

. $0.110375 per share for March 2014 to holders @nton March 31, 2014 with a payment date of April 2014.
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Item 9. Changes in and Disagreements With Accotents on Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

As of June 30, 2013, we evaluated the gifecess of the design and operation of our discsontrols and procedures (as defined in
Rule 13a-15(e) of the 1934 Act). Based on thatwatain, our management, including the Chief Exeeu®fficer and Chief Financial Officer,
concluded that our disclosure controls and proeslurere effective and provided reasonable assuthatenformation required to be disclo:
in our periodic SEC filings is recorded, processeanmarized and reported within the time periods#ied in the SEC's rules and forms, and
that such information is accumulated and commuedt& our management, including our Chief Executiiécer and Chief Financial Officer,
as appropriate, to allow timely decisions regardaiqguired disclosure. However, in evaluating trecldisure controls and procedures,
management recognized that any controls and proegdoo matter how well designed and operated wande only reasonable assurance of
achieving the desired control objectives, and mamamt necessarily was required to apply its juddrimeevaluating the cost-benefit
relationship of such possible controls and procesiur

Report of Management on Internal Control Over FiciahReporting

Management is responsible for establishimg maintaining adequate internal control overrfaial reporting, and for performing an
assessment of the effectiveness of internal cootret financial reporting as of June 30, 2013.rimé&control over financial reporting is a
process designed to provide reasonable assurageelig the reliability of financial reporting atite preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles. The Company's intecoatrol over financial reporting includes
those policies and procedures that (i) pertairssees of the Company; (ii) provide reasonable asserthat transactions are recorded as
necessary to permit preparation of financial stat@sin accordance with generally accepted acougiptinciples, and that receipts and
expenditures of the Company are being made ordgdordance with authorizations of management aedtdirs of the Company; and
(iii) provide reasonable assurance regarding prisvemr timely detection of unauthorized acquisitioise, or disposition of the Company's
assets that could have a material effect on ttanéiial statements.

Management performed an assessment offéatieeness of the Company's internal control direancial reporting as of June 30, 2013
based upon criteria in Internal Control—Integrafedmework issued by the Committee of Sponsoringa@imgtions of the Treadway
Commission ("COSO"). Based on our assessment, reamag determined that the Company's internal cbot@r financial reporting was
effective as of June 30, 2012 based on the critarimternal Control—Integrated Framework issuedCiiySO. There were no changes in our
internal control over financial reporting duringetiuarter ended June 30, 2013 that have mateaidftigted, or are reasonably likely to affect,
our internal control over financial reporting.

Our management's assessment of the efé@etbs of our internal control over financial repgrias of June 30, 2013 has been audited by
BDO USA, LLP, an independent registered public aoting firm, as stated in their report which apgdagrein.
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Report of Independent Registered Public Accountindrirm

Board of Directors and Shareholders
Prospect Capital Corporation
New York, New York

We have audited Prospect Capital Corpanatimternal control over financial reporting aslafie 30, 2013, based on criteria establish
Internal Control—Integrated Framework issued by@oenmittee of Sponsoring Organizations of the TweadCommission (the COSO
criteria). Prospect Capital Corporation's managénseresponsible for maintaining effective internahtrol over financial reporting and for its
assessment of the effectiveness of internal cootret financial reporting, included in the accomyiag "ltem 9A, Report of Management on
Internal Control Over Financial Reporting”. Ourpessibility is to express an opinion on the compaimternal control over financial reporti
based on our audit.

We conducted our audit in accordance withdtandards of the Public Company Accounting Ogiet8oard (United States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéfénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operaffiectiveness of internal control based on
the assessed risk. Our audit also included perfagreuch other procedures as we considered necesghg/circumstances. We believe that
our audit provides a reasonable basis for our opini

A company's internal control over finanaigborting is a process designed to provide redderassurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegeinerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures that€ftain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatg@aparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company's assets that could hawvaterial effect on the financial statements.

Because of its inherent limitations, intdroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, Prospect Capital Corponatinaintained, in all material respects, effectivieinal control over financial reporting as of
June 30, 2013, based on the COSO criteria.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatdoard (United States), the
consolidated statement of assets and liabilitiropect Capital Corporation as of June 30, 20832812, the related consolidated statemen
of operations, changes in net assets, and cash floveach of the three years in the period endad 30, 2013, and the financial highlights for
each of the five years in the period ended Jun2@03, and our report dated August 21, 2013 expdear unqualified opinion thereon.

/s/ BDO USA, LLP
New York, New York
August 21, 2013
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Item 9B. Other Information

None.

PART IlI

We will file a definitive Proxy Statememtrfour 2013 Annual Meeting of Stockholders, or 2043 Proxy Statement, with the SEC,
pursuant to Regulation 14A, not later than 120 ddier the end of our fiscal year. Accordingly,te@r information required by Part Il has
been omitted under General Instruction G(3) to FbK. Only those sections of the 2013 Proxy Staternthat specifically address the items
set forth herein are incorporated by reference.

Item 10. Directors, Executive Officers and Corpmate Governance.
Section 16(a) Beneficial Ownership Reporting Coamalée

Section 16(a) of the Securities Exchangeohd 934, as amended, requires the Company'stdiseand executive officers, and persons
who own more than 10% of the Company's common géle reports of ownership and changes in owmniera/ith the Securities and
Exchange Commission ("SEC"). To the Company's kadge, during the fiscal year ended June 30, 20&3Cbmpany's officers, directors
greater than 10% stockholders had complied witlsadition 16(a) filing requirements.

The information required by Item 10 is hgréncorporated by reference from our 2013 Proxatehent.
Code of Ethics

We and Prospect Capital Management have adapted a code of ethics pursuant to Rule 17jdeuthe 1940 Act that establishes
procedures for personal investments and restr@taio personal securities transactions. Persauigéct to each code may invest in securitie:
for their personal investment accounts, includiegusities that may be purchased or held by usprsg &s such investments are made in
accordance with the code's requirements. For irdtion on how to obtain a copy of each code of sttgee "Available Information" in Part I,
Item 1 of this report.

ltem 11. Executive Compensation.
The information required by Item 11 is hmréncorporated by reference from our 2013 Proxate3hent.
Item 12. Security Ownership of Certain BeneficiBOwners and Management and Related Stockholder M&trs.
The information required by Item 12 is hgréncorporated by reference from our 2013 ProxateShent.
Item 13. Certain Relationships and Related Trarections, and Director Independence.
The information required by Item 13 is hgréncorporated by reference from our 2013 ProxateShent.
Item 14. Principal Accounting Fees and Services.
The information required by Item 14 is hmréncorporated by reference from our 2013 Proxatehent.
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PART IV
ltem 15 Exhibits, Financial Statement Schedules

The following exhibits are filed as parttbfs report or hereby incorporated by referencextuibits previously filed with the SEC
(according to the number assigned to them in Itéthd@ Regulation S-K):

3.1 Articles of Amendment and Restatemen
3.2 Amended and Restated Bylaws
4.1 Form of Share Certificate(.

10.1 Investment Advisory Agreement between the Registiad Prospect Capital
Management LLC(3

10.z Administration Agreement between the Registrant Rraspect Administration LLC(:
10.2 Dividend Reinvestment Plan(

10.4 License Agreement between the Registrant and Peo§agpital Management LLC(:
10.E Transfer Agency and Service Agreemen

10.€ Master Purchase and Sale and Contribution Agreerdated as of March 19, 2012, by and
among the Registrant, First Tower Corp., certaireoentities related to the Registrant and
certain shareholders of First Tower Corp

10.7 Fourth Amended and Restated Loan and Servicingekgeat, dated March 27, 2012, am
Prospect Capital Funding LLC, the Registrant, #relers from time to time party thereto,
the managing agents from time to time party thefi€ey Equipment Finance Inc. and Royal
Bank of Canada as Syndication Agents, U.S. BankoNalk Association as Calculation
Agent, Paying Agent and Documentation Agent, Keuifpent Finance Inc. as Facility
Agent, and Key Equipment Finance Inc. as Structufigent, Sole Lead Arranger and Sole
Bookrunner(6

10.¢ Indenture dated as of December 21, 2010 relatiniget®.25% Senior Convertible Notes, by
and between the Registrant and American Stock Tea8sTrust Company, as Trustee|

10.€ Form of 6.25% Senior Convertible Note due 201!

10.1C Indenture dated as of February 18, 2011 relatinhed.50% Senior Convertible Notes, by
and between the Registrant and American Stock Tea8sTrust Company, as Trustee|

10.11 Form of 5.50% Senior Convertible Note due 2016

10.1z Indenture dated as of February 16, 2012, by ansdmst the Registrant and American Stock
Transfer & Trust Company, LLC, as Trustee(

10.1: First Supplemental Indenture dated as of Marcl0122to the Indenture dated as of
February 16, 2012, by and between the Registrahfamerican Stock Transfer & Trust
Company, LLC, as Trustee(1

10.1¢ Form of 7.00% Prospect Capital InterN® due 2022 (included as part of Exhibit 10.13)(

10.1t Second Supplemental Indenture dated as of Mar2d®, to the Indenture dated as of
February 16, 2012, by and between the Registrahfamerican Stock Transfer & Trust
Company, LLC, as Trustee(1

10.1¢ Form of 6.900% Prospect Capital InterNote® due 2@23uded as part of Exhibit 10.15)
12)
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10.13

10.1¢

10.1¢

10.2(

10.21

10.2Z

10.2:

10.2¢

10.2¢

10.2¢

10.23

10.2¢

10.2¢

10.3(

Joinder Supplemental Indenture dated as of M&r@®912, to the Indenture dated as of
February 16, 2012, by and among the Registrant,risare Stock Transfer & Trust
Company, LLC, as Original Trustee, and U.S. Bankidti@l Association, as Series Trustee
12)

Agreement of Resignation, Appointment and Accepmatated as of March 12, 2012, by
among the Registrant, American Stock Transfer &Tf@ompany, LLC, as Retiring Trust
and U.S. Bank National Association, as Successastée(13

Third Supplemental Indenture dated as of April@&.2 to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(14

Form of 6.850% Prospect Capital InterNote® due 202@uded as part of Exhibit 10.19)
(14)

Fourth Supplemental Indenture dated as of April2[,2, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(15

Form of 6.700% Prospect Capital InterNote® due 2028uded as part of Exhibit 10.21)
(15)

Indenture dated as of April 16, 2012 relating t® $:375% Senior Convertible Notes, by and
between the Registrant and American Stock TradsfBrust Company, as Trustee(1

Form of 5.375% Senior Convertible Note due 2017

Fifth Supplemental Indenture dated as of April 2812, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(18

Form of 6.500% Prospect Capital InterNote® due 2028uded as part of Exhibit 10.25)
(18)

Supplemental Indenture dated as of May 1, 201fhddndenture dated as of February 16,
2012, as amended by that certain Agreement of Rasapn, Appointment and Acceptance
dated as of March 12, 2012, by and among the RegistAmerican Stock Transfer & Trust
Company, LLC, as Retiring Trustee, and U.S. Baniiddal Association, as Successor
Trustee, by and between the Registrant and U.S Rational Association, as Trustee(:

Form of Global Note 6.95% Senior Note due 2022

Sixth Supplemental Indenture dated as of June@®,2o the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(21

Form of 6.950% Prospect Capital InterNote® due 2028uded as part of Exhibit 10.29)
(21)
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10.31

10.3Z

10.3¢

10.3¢

10.3¢

10.3¢

10.3%

10.3¢

10.3¢

10.4(

10.41

10.4-

Seventh Supplemental Indenture dated as of J8n2022, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anfenRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(22

Form of 6.550% Prospect Capital InterNote® due 2€uded as part of Exhibit 10.31)
(22)

Eighth Supplemental Indenture dated as of July0&22to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(23

Form of 6.450% Prospect Capital InterNote® due 2(@uded as part of Exhibit 10.33)
(23)

Ninth Supplemental Indenture dated as of July 0222to the Indenture dated as

February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(24

Form of 6.350% Prospect Capital InterNote® due 2(€uded as part of Exhibit 10.35)
(24)

Tenth Supplemental Indenture dated as of July Q82 2to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(25

Form of 6.300% Prospect Capital InterNote® due 2€uded as part of Exhibit 10.37)
(25)

Eleventh Supplemental Indenture dated as of JulR@82, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(26

Form of 6.200% Prospect Capital InterNote® due 2(@uded as part of Exhibit 10.39)
(26)

Twelfth Supplemental Indenture dated as of Augyu&022, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(27

Form of 6.150% Prospect Capital InterNote® due 2(€uded as part of Exhibit 10.41)
(27)
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10.4:

10.4¢

10.4¢

10.4¢

10.43

10.4¢

10.4¢

10.5(

10.51

10.5Z

10.5:

10.5¢

10.5¢

Thirteenth Supplemental Indenture dated as ofuat§, 2012, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(28

Form of 6.150% Prospect Capital InterNote® due 2€uded as part of Exhibit 10.43)
(28)

Indenture dated as of August 14, 2012 relatingp¢o5.75% Senior Convertible Notes, by
and between the Registrant and American Stock Tea8sTrust Company, as Trustee(z

Form of 5.75% Senior Convertible Note due 2018

Fourteenth Supplemental Indenture dated as of Audy2012, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(31

Form of 6.100% Prospect Capital InterNote® due 2(€uded as part of Exhibit 10.47)
(31)

Fifteenth Supplemental Indenture dated as of AugBsR012, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(32

Form of 6.050% Prospect Capital InterNote® due 2(€uded as part of Exhibit 10.49)
(32)

Sixteenth Supplemental Indenture dated as of Sdygei 2012, to the Indenture dated a
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(33

Form of 6.000% Prospect Capital InterNote® due 2€uded as part of Exhibit 10.51)
(33)

Seventeenth Supplemental Indenture dated as oéi®bpt 13, 2012, to the Indenture dated
as of February 16, 2012, as amended by that cektriement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(34

Form of 5.950% Prospect Capital InterNote® due 2€uded as part of Exhibit 10.53)
(34)

Eighteenth Supplemental Indenture dated as of 8d#y@e20, 2012, to the Indenture date:
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(35
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10.5¢

10.57

10.5¢

10.5¢

10.6(

10.61

10.62

10.6:

10.6¢

10.6¢

10.6¢

10.6

10.6¢

Form of 5.900% Prospect Capital InterNote® dug®(ncluded as part of Exhibit 10.55)
(35)

Nineteenth Supplemental Indenture dated as of Bdy@e27, 2012, to the Indenture date
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(36

Form of 5.850% Prospect Capital InterNote® due 2(€uded as part of Exhibit 10.57)
(36)

Twentieth Supplemental Indenture dated as of Octép2012, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(37

Form of 5.700% Prospect Capital InterNote® due 2€uded as part of Exhibit 10.59)
(37)

Twenty-First Supplemental Indenture dated as ofévaver 23, 2012, to the Indenture dated
as of February 16, 2012, as amended by that cektriement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trustaed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(38

Form of 5.125% Prospect Capital InterNote® due 2€uded as part of Exhibit 10.61)
(38)

Twenty-Second Supplemental Indenture dated as véMber 23, 2012, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agsifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(:

Form of 6.625% Prospect Capital InterNote® due 20d@uded as part of Exhibit 10.63)
(38)

Twenty-Third Supplemental Indenture dated as of NovembBeRQ12, to the Indenture da
as of February 16, 2012, as amended by that cekgi@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(39

Form of 5.000% Prospect Capital InterNote® due 2(€uded as part of Exhibit 10.65)
(39)

Twenty-Fourth Supplemental Indenture dated as ofeRter 29, 2012, to the Indenture
dated as of February 16, 2012, as amended byehairt Agreement of Resignation,
Appointment and Acceptance dated as of March 12228y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agifReg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(:

Form of 5.750% Prospect Capital InterNote® due 203@uded as part of Exhibit 10.67)
(39)
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10.7¢

10.71

10.72

10.7:

10.7¢

10.7¢

10.7¢

10.77

10.7¢

10.7¢

10.8(

Twenty-Fifth Supplemental Indenture dated as @¥é&inber 29, 2012, to the Indenture dated
as of February 16, 2012, as amended by that cektgi@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(39

Form of 6.500% Prospect Capital InterNote® due 20d@uded as part of Exhibit 10.69)
(39)

Twenty-Sixth Supplemental Indenture dated as ofdbdwer 6, 2012, to the Indenture dated
as of February 16, 2012, as amended by that cekgri@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trustaed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(40

Form of 4.875% Prospect Capital InterNote® due 2(@uded as part of Exhibit 10.71)
(40)

Twenty-Seventh Supplemental Indenture dated asecEMber 6, 2012, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agifReg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(

Form of 5.625% Prospect Capital InterNote® due 203@uded as part of Exhibit 10.73)
(40)

Twenty-Eighth Supplemental Indenture dated as of Dece®pb2012, to the Indenture dai
as of February 16, 2012, as amended by that cektriement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(40

Form of 6.375% Prospect Capital InterNote® due 20d@uded as part of Exhibit 10.75)
(40)

TwentyNinth Supplemental Indenture dated as of DecemBgl@12, to the Indenture da
as of February 16, 2012, as amended by that cekgri@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(41

Form of 4.750% Prospect Capital InterNote® due 2(€uded as part of Exhibit 10.77)
(41)

Thirtieth Supplemental Indenture dated as of Deaari3, 2012, to the Indenture dated &
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(41

Form of 5.250% Prospect Capital InterNote® due 203€luded as part of Exhibit 10.79)
(41)
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Thirty-First Supplemental Indenture dated as of DecemBe2d12, to the Indenture datec
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(41

Form of 6.250% Prospect Capital InterNote® due 20d@uded as part of Exhibit 10.81)
(41)

Thirty-Second Supplemental Indenture dated as eEBder 20, 2012, to the Indenture
dated as of February 16, 2012, as amended byeéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, asifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(«

Form of 4.625% Prospect Capital InterNote® due 2(€uded as part of Exhibit 10.83)
(42)

Thirty-Third Supplemental Indenture dated as of &eber 20, 2012, to the Indenture dated
as of February 16, 2012, as amended by that cekgri@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(42

Form of 5.125% Prospect Capital InterNote® due 203€luded as part of Exhibit 10.85)
(42)

Thirty-Fourth Supplemental Indenture dated as afddeber 20, 2012, to the Indenture dated
as of February 16, 2012, as amended by that cektriement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(42

Form of 6.125% Prospect Capital InterNote® due 20d@uded as part of Exhibit 10.87)
(42)

Indenture dated as of December 21, 2012, by anvdelestthe Registrant and American
Stock Transfer & Trust Company, as Trustee!

Form of Global Note 5.875% Convertible Senior Notee 2019(44

Thirty-Fifth Supplemental Indenture dated as of &aber 28, 2012, to the Indenture dated
as of February 16, 2012, as amended by that cektgiement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(45

Form of 4.500% Prospect Capital InterNote® due 2€uded as part of Exhibit 10.91)
(45)

Thirty-Sixth Supplemental Indenture dated as ofddelger 28, 2012, to the Indenture dated
as of February 16, 2012, as amended by that cekgi@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(45
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Form of 5.000% Prospect Capital InterNote® dug®(ncluded as part of Exhibit 10.93)
(45)

Thirty-Seventh Supplemental Indenture dated asemfeinber 28, 2012, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(«

Form of 6.000% Prospect Capital InterNote® due 20d@uded as part of Exhibit 10.95)
(45)

Thirty-Eighth Supplemental Indenture dated as atiday 4, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(46

Form of 4.375% Prospect Capital InterNote® due 202€luded as part of Exhibit 10.97)
(46)

Thirty-Ninth Supplemental Indenture dated as ofuday 4, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trustaed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(46

Form of 4.875% Prospect Capital InterNote® due 203dluded as part of Exhibit 10.99)
(46)

Fortieth Supplemental Indenture dated as of Jardia2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(46

Form of 5.875% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.101)
(46)

Forty-First Supplemental Indenture dated as of dani0, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(47

Form of 4.250% Prospect Capital InterNote® due 202€luded as part of Exhibit 10.103)
(47)

Forty-Second Supplemental Indenture dated as of JanGaB013, to the Indenture dated
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(47
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Form of 4.750% Prospect Capital InterNote® dugl2(ncluded as part of Exhibit 10.105)
(47)

Forty-Third Supplemental Indenture dated as of dani0, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by amwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(47

Form of 5.750% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.107)
(47)

Forty-Fourth Supplemental Indenture dated as afidanl7, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(48

Form of 4.125% Prospect Capital InterNote® due 2(2€uded as part of Exhibit 10.109)
(48)

Forty+ifth Supplemental Indenture dated as of JanuaryQ¥3, to the Indenture dated a:
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(48

Form of 4.625% Prospect Capital InterNote® due 203duded as part of Exhibit 10.111)
(48)

Forty-Sixth Supplemental Indenture dated as of dgnii7, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certameekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(48

Form of 5.625% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.113)
(48)

Custody Agreement, dated as of January 23, 20Ehtyetween the Registrant and U.S.
Bank National Association(6(

Forty-Seventh Supplemental Indenture dated asmfalg 25, 2013, to the Indenture dated
as of February 16, 2012, as amended by that cektgiement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(49

Form of 4.000% Prospect Capital InterNote® due 202€uded as part of Exhibit 10.116)
(49)
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Forty-Eighth Supplemental Indenture dated asanfidry 25, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(49

Form of 4.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.118)
(49)

Forty-Ninth Supplemental Indenture dated as of dan@5, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(49

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.120)
(49)

Fiftieth Supplemental Indenture dated as of Jan@&r2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(50

Form of 4.000% Prospect Capital InterNote® due 2(0@€luded as part of Exhibit 10.122)
(50)

Fifty-First Supplemental Indenture dated as of day31, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(50

Form of 4.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.124)
(50)

Fifty-Second Supplemental Indenture dated as afag31, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(50

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.126)
(50)

Fifty-Third Supplemental Indenture dated as of Februa®0¥3, to the Indenture dated a
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(51
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Form of 4.000% Prospect Capital InterNote® du®(ncluded as part of Exhibit 10.128)
(51)

Fifty-Fourth Supplemental Indenture dated as ofréaty 7, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(51

Form of 4.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.130)
(51)

Fifty-Fifth Supplemental Indenture dated as of kely 7, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(51

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.132)
(51)

Fifty-Sixth Supplemental Indenture dated as of Haby 22, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trustaed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(52

Form of 4.000% Prospect Capital InterNote® due 202€uded as part of Exhibit 10.134)
(52)

Fifty-Seventh Supplemental Indenture dated as bfusry 22, 2013, to the Indenture dated
as of February 16, 2012, as amended by that cekgi@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(52

Form of 4.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.136)
(52)

Fifty-Eighth Supplemental Indenture dated as of Febr22y2013, to the Indenture datec
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(52

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.138)
(52)
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Fifty-Ninth Supplemental Indenture dated as dirdary 28, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(53

Form of 4.000% Prospect Capital InterNote® due 202€uded as part of Exhibit 10.140)
(53)

Sixtieth Supplemental Indenture dated as of Felgr@@y 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(53

Form of 4.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.142)
(53)

Sixty-First Supplemental Indenture dated as of &atyr 28, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by amwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(53

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.144)
(53)

Sixty-Second Supplemental Indenture dated as of Mar2@173, to the Indenture dated as
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(54

Form of 4.000% Prospect Capital InterNote® due 202€uded as part of Exhibit 10.146)
(54)

Sixty-Third Supplemental Indenture dated as of Mafc2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(54

Form of 4.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.148)
(54)

Sixty-Fourth Supplemental Indenture dated as ofddar, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(54
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Form of 5.500% Prospect Capital InterNote® dué®(ncluded as part of Exhibit 10.150)
(54)

Sixty-Fifth Supplemental Indenture dated as of Matd, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(55

Form of 4.000% Prospect Capital InterNote® due 202€luded as part of Exhibit 10.152)
(55)

Sixty-Sixth Supplemental Indenture dated as of Mdré, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(55

Form of 4.125% to 6.000% Prospect Capital Inter®ateie 2031 (included as part of
Exhibit 10.154)(55

Sixty-Seventh Supplemental Indenture dated as otMa4, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trustaed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(55

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.156)
(55)

Sixty-Eighth Supplemental Indenture dated as ofdWidr4, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certameekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(55

Form of Floating Prospect Capital InterNote® du@2(@ncluded as part of Exhibit 10.158)
(55)

Supplemental Indenture dated as of March 15, 2@1tBe Indenture dated as of

February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(56

Form of Global Note 5.875% Senior Note due 2023
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Sixty-Ninth Supplemental Indenture dated as ofdfi®1, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(58

Form of 4.000% Prospect Capital InterNote® due 202€uded as part of Exhibit 10.162)
(58)

Seventieth Supplemental Indenture dated as of M2t¢2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(58

Form of 4.125% to 6.000% Prospect Capital Inter®adee 2031 (included as part of
Exhibit 10.164)(58

Seventy-First Supplemental Indenture dated as o€EM2a1, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by amwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(58

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.166)
(58)

Seventy-Second Supplemental Indenture dated asaofivP1, 2013, to the Indenture dated
as of February 16, 2012, as amended by that cektriement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(58

Form of Floating Prospect Capital InterNote® du22(@ncluded as part of Exhibit 10.168)
(58)

Seventy-Third Supplemental Indenture dated as otWa8, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(59

Form of 4.000% Prospect Capital InterNote® due 2(0@€luded as part of Exhibit 10.170)
(59)

Seventy-Fourth Supplemental Indenture dated asas€M28, 2013, to the Indenture dated
as of February 16, 2012, as amended by that cekgi@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(59
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Form of 4.125% to 6.000% Prospect Capital Inteéeiodue 2031 (included as part of
Exhibit 10.172)(59

Seventy-Fifth Supplemental Indenture dated as atMasg, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(59

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.174)
(59)

Seventy-Sixth Supplemental Indenture dated as oEM28, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(59

Form of Floating Prospect Capital InterNote® du22(@ncluded as part of Exhibit 10.176)
(59)

Seventy-Seventh Supplemental Indenture dated Aprdf4, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trustaed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(61

Form of 4.000% Prospect Capital InterNote® due 202€uded as part of Exhibit 10.178)
(61)

Seventy-Eighth Supplemental Indenture dated aspoi A, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certameekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(61

Form of 4.625% to 6.500% Prospect Capital Inter®adee 2031 (included as part of
Exhibit 10.180)(61

Seventy-Ninth Supplemental Indenture dated as ofl Ap2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(61

Form of 5.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.182)
(61)

212




Table of Contents

10.18¢

10.18¢

10.18¢

10.18;

10.18¢

10.18¢

10.19(

10.19:

10.19:

10.19:

10.19¢

Eightieth Supplemental Indenture dated as of |Apr2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anfenRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(61

Form of Floating Prospect Capital InterNote® du22(@ncluded as part of Exhibit 10.184)
(61)

Eighty-First Supplemental Indenture dated as ofil4dr, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(62

Form of 4.500% Prospect Capital InterNote® due 2(02€luded as part of Exhibit 10.186)
(62)

Eighty-Second Supplemental Indenture dated as af Ap, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(62

Form of 5.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.188)
(62)

Eighty-Third Supplemental Indenture dated as ofilAdr, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(62

Form of 6.000% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.190)
(62)

Eighty-Fourth Supplemental Indenture dated as oflAfl, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(62

Form of Floating Prospect Capital InterNote® du@22(@ncluded as part of Exhibit 10.192)
(62)

Eighty-Fifth Supplemental Indenture dated as ofilAl8, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(63

213




Table of Contents

10.19¢

10.19¢

10.19;

10.19¢

10.19¢

10.20¢(

10.20:

10.20:

10.20:

10.20¢

10.20¢

Form of 5.000% Prospect Capital InterNote® du®(ncluded as part of Exhibit 10.194)
(63)

Eighty-Sixth Supplemental Indenture dated as ofilA@, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(63

Form of 5.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.196)
(63)

Eighty-Seventh Supplemental Indenture dated aspof A8, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(63

Form of 6.000% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.198)
(63)

Eighty-Eighth Supplemental Indenture dated as afl®5, 2013, to the Indenture dated as
of February 16, 2012, as amended by that certaregkgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(64

Form of 5.000% Prospect Capital InterNote® due 202€uded as part of Exhibit 10.200)
(64)

Eighty-Ninth Supplemental Indenture dated as ofil&%, 2013, to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(64

Form of 5.500% Prospect Capital InterNote® due 203duded as part of Exhibit 10.202)
(64)

Ninetieth Supplemental Indenture dated as of A15il2013, to the Indenture dated a:
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(64

Form of 6.000% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.204)
(64)
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10.20¢

10.201

10.20¢

10.20¢

10.21(

10.21:

10.21:

10.21:

10.21¢

10.21¢

10.21¢

Ninety-First Supplemental Indenture dated as of May 232@ the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(65

Form of 5.000% Prospect Capital InterNote® due 2(2€uded as part of Exhibit 10.206)
(65)

Ninety-Second Supplemental Indenture dated as of Ma@23,20 the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trustaed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(65

Form of 5.750% Prospect Capital InterNote® due 203duded as part of Exhibit 10.208)
(65)

Ninety-Third Supplemental Indenture dated as of May 4,32@ the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(65

Form of 6.250% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.210)
(65)

Ninety-Fourth Supplemental Indenture dated as of May)232to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anfenRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(66

Form of 5.000% Prospect Capital InterNote® due 202€uded as part of Exhibit 10.212)
(66)

Ninety-Fifth Supplemental Indenture dated as of May 9,3 @o the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(66

Form of 5.750% Prospect Capital InterNote® due 203duded as part of Exhibit 10.214)
(66)

Ninety-Sixth Supplemental Indenture dated as of May 9320 the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(66
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10.217

10.21¢

10.21¢

10.22(

10.22:

10.22:

10.22:

10.22¢

10.22¢

10.22¢

10.22%

Form of 6.250% Prospect Capital InterNote® dué®(ncluded as part of Exhibit 10.216)
(66)

Ninety-Seventh Supplemental Indenture dated as of Mag@B3, to the Indenture dated as
of February 16, 2012, as amended by that certanreekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by amwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdid.S. Bank National Association, as
Trustee(67

Form of 5.000% Prospect Capital InterNote® due 202€luded as part of Exhibit 10.218)
(67)

Ninety-Eighth Supplemental Indenture dated as of May B332to the Indenture dated as
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@Begistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(67

Form of 5.750% Prospect Capital InterNote® due 203duded as part of Exhibit 10.220)
(67)

Ninety-Ninth Supplemental Indenture dated as of May 23,32 to the Indenture dated as of
February 16, 2012, as amended by that certain Aggatof Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and anf@nRegistrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(67

Form of 6.250% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.222)
(67)

One Hundredth Supplemental Indenture dated as gf28a2013, to the Indenture dated as
of February 16, 2012, as amended by that certareekgent of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(67

Form of 5.000% to 7.000% Prospect Capital Inter®adee 2028 (included as part of
Exhibit 10.224)(67

One Hundred-First Supplemental Indenture dated &ag 31, 2013, to the Indenture dated
as of February 16, 2012, as amended by that cekgi@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(68

Form of 5.000% Prospect Capital InterNote® due 202€luded as part of Exhibit 10.226)
(68)
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10.22¢

10.22¢

10.23(

10.23:

10.23:

10.23:

10.23¢

10.23¢

10.23¢

10.23%

10.23¢

One Hundred-Second Supplemental Indenture datefiay 31, 2013, to the Indenture
dated as of February 16, 2012, as amended byehairt Agreement of Resignation,
Appointment and Acceptance dated as of March 12228y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agsifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(t

Form of 5.750% Prospect Capital InterNote® due 203duded as part of Exhibit 10.228)
(68)

One HundredFhird Supplemental Indenture dated as of May 3132@ the Indenture dat
as of February 16, 2012, as amended by that cekgi@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(68

Form of 6.250% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.230)
(68)

One Hundred-ourth Supplemental Indenture dated as of Jun®X3,20 the Indenture dat
as of February 16, 2012, as amended by that cekgri@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(69

Form of 5.000% Prospect Capital InterNote® due 2(02€luded as part of Exhibit 10.232)
(69)

One Hundred-Fifth Supplemental Indenture dated dsie 6, 2013, to the Indenture dated
as of February 16, 2012, as amended by that cektriement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrd.S. Bank National Association, as
Trustee(69

Form of 5.750% Prospect Capital InterNote® due 203duded as part of Exhibit 10.234)
(69)

One Hundred-Sixth Supplemental Indenture dated dsr® 6, 2013, to the Indenture dated
as of February 16, 2012, as amended by that cekgi@ement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by anwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteed U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdnd.S. Bank National Association, as
Trustee(69

Form of 6.250% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.236)
(69)

One Hundred-Seventh Supplemental Indenture dateflame 6, 2013, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agifReg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(t
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10.23¢

10.24(

10.24:

10.24:

10.24:

10.24¢

10.24¢

10.24¢

10.247

10.24¢

10.24¢

Form of 5.000% to 7.000% Prospect Capital Inteeiodue 2028 (included as part of
Exhibit 10.238)(69

One Hundred-Eighth Supplemental Indenture dateaf dsne 13, 2013, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(:

Form of 5.000% Prospect Capital InterNote® due 202€luded as part of Exhibit 10.240)
(70)

One HundredNinth Supplemental Indenture dated as of June @B3 2o the Indenture daf
as of February 16, 2012, as amended by that cektgiement of Resignation, Appointment
and Acceptance dated as of March 12, 2012, by arwhg the Registrant, American Stock
Transfer & Trust Company, LLC, as Retiring Trusteied U.S. Bank National Association,
as Successor Trustee, by and between the Regiatrdrid.S. Bank National Association, as
Trustee(70

Form of 5.750% Prospect Capital InterNote® due 203duded as part of Exhibit 10.242)
(70)

One Hundred-Tenth Supplemental Indenture dated &sne 13, 2013, to the Indenture
dated as of February 16, 2012, as amended byehairt Agreement of Resignation,
Appointment and Acceptance dated as of March 12228y and among the Registrant,
American Stock Transfer & Trust Company, LLC, asifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(’

Form of 6.250% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.244)
(70)

One Hundred-Eleventh Supplemental Indenture datexd dune 20, 2013, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agsifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(:

Form of 5.000% Prospect Capital InterNote® due 202€luded as part of Exhibit 10.246)
(71)

One Hundred-Twelfth Supplemental Indenture dateof dsine 20, 2013, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 12228y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agifReg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(:

Form of 5.750% Prospect Capital InterNote® due 203duded as part of Exhibit 10.248)
(71)
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10.25( One Hundred-Thirteenth Supplemental Indenturedlas of June 20, 2013, to the Indenture
dated as of February 16, 2012, as amended byehairt Agreement of Resignation,
Appointment and Acceptance dated as of March 12228y and among the Registrant,
American Stock Transfer & Trust Company, LLC, asifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(’

10.25. Form of 6.250% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.250)
(71)

10.25: One Hundred-Fourteenth Supplemental Indenture deted June 27, 2013, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, asifteg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(:

10.257 Form of 5.250% Prospect Capital InterNote® due 2(02€luded as part of Exhibit 10.252)
(72)

10.25¢ One Hundred-Fifteenth Supplemental Indenture daseaf June 27, 2013, to the Indenture
dated as of February 16, 2012, as amended byéhairt Agreement of Resignation,
Appointment and Acceptance dated as of March 122208y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agifReg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(:

10.25¢ Form of 6.000% Prospect Capital InterNote® due 2(03dluded as part of Exhibit 10.254)
(72)

10.25¢ One Hundred-Sixteenth Supplemental Indenture dedesf June 27, 2013, to the Indenture
dated as of February 16, 2012, as amended byehairt Agreement of Resignation,
Appointment and Acceptance dated as of March 12228y and among the Registrant,
American Stock Transfer & Trust Company, LLC, agifReg Trustee, and U.S. Bank
National Association, as Successor Trustee, bybatdeen the Registrant and U.S. Bi
National Association, as Trustee(’

10.257 Form of 6.500% Prospect Capital InterNote® due 20dduded as part of Exhibit 10.256)
(72)

10.25¢ Custody Agreement, dated as of April 24, 2013 hy lagtween the Registrant and Israel
Discount Bank of New York Ltd.

11 Computation of Per Share Earnings (included imibtes to the financial statements
contained in this repor

12 Computation of Ratios (included in the notes tofthencial statements contained in this
report)

14 Code of Ethics’

21 Subsidiaries of the Registrant (included in theerdb the consolidated financial statements
contained in this annual repo

22.1 Proxy Statement(7:
22.z Published report regarding matters submitted te wbsecurity holders(7-
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31.1 Certification of Chief Executive Officer pursudntRule 13a-14(a) of the Securities
Exchange Act of 1934, as amendk

31.2 Certification of Chief Financial Officer pursuastiRule 13a-14(a) of the Securities
Exchange Act of 1934, as amendk

32.1 Certification of Chief Executive Officer pursuant$ection 906 of The Sarbanes-Oxley Act
of 2002 (18 U.S.C. 1350

32.2 Certification of Chief Financial Officer pursuast $ection 906 of The Sarbanes-Oxley Act
of 2002 (18 U.S.C. 1350

* Filed herewith.
Q) Incorporated by reference to Exhibit 3.1 of the iRzgnt's Form 8-K filed on July 30, 2012.
(2) Incorporated by reference to Exhibit 3.1 of the iRizgnt's Form 8-K filed on August 26, 2011.

©)) Incorporated by reference from Pre-Effective AmerdtrNo. 2 to the Registrant's Registration Staténfiéed on July 6,
2004.

(4) Incorporated by reference from Pre-Effective AmerdtriNo. 3 to the Registrant's Registration Statenfided on
July 23, 2004.

(5) Incorporated by reference to Exhibit 2.1 af fegistrant's Form 8-K filed on March 21, 2012.
(6) Incorporated by reference to Exhibit 99.1h# Registrant's Form 8-K filed on April 2, 2012.

(7 Incorporated by reference to Exhibit 4.1 of the Riegnt's Form 8-K filed on December 21, 2010.
(8) Incorporated by reference to Exhibit 4.2 of the Riegnt's Form 8-K filed on December 21, 2010.
(9) Incorporated by reference to Exhibit 4.1 of the Riegnt's Form 8-K filed on February 18, 2011.
(10) Incorporated by reference to Exhibit 4.2 of the Regnt's Form 8-K filed on February 18, 2011.

(11) Incorporated by reference from Post-Effective Ammardt No. 1 to the Registrant's Registration Statejrided on
March 1, 2012.

(12) Incorporated by reference from Post-Effecthmendment No. 2 to the Registrant's Registratimtetent, filed on
March 8, 2012.

(13) Incorporated by reference from Post-Effective Anmaedt No. 3 to the Registrant's Registration Stateénfiied on
March 14, 2012.

(14) Incorporated by reference from Post-Effective Amardt No. 5 to the Registrant's Registration Statejrided on
April 5, 2012.

(15) Incorporated by reference from Post-Effecthmendment No. 6 to the Registrant's Registratimtegent, filed on
April 12, 2012.

(16) Incorporated by reference to Exhibit 4.1 of the iRggnt's Form 8-K filed on April 16, 2012.
(17) Incorporated by reference to Exhibit 4.2 of the Riggnt's Form 8-K filed on April 16, 2012.

(18) Incorporated by reference from Post-Effective Anmaedt No. 8 to the Registrant's Registration Stateénfiied on
April 26, 2012.

(19) Incorporated by reference to Exhibit 4.1 of the Regnt's Form 8-K filed on May 7, 2012.

(20) Incorporated by reference to Exhibit 4.2 of the Regnt's Form -K filed on May 7, 2012
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(21)

(22)

(23)

(24)

(25)

(26)

(27)

(28)

(29)
(30)

(31)

(32)

(33)

(34)

(35)

(36)

(37)

(38)

(39)

(40)

(41)

Incorporated by reference from Post-Effective Antardt No. 10 to the Registrant's Registration Statepiiled on
June 14, 2012.

Incorporated by reference from Post-Effective Anmardt No. 11 to the Registrant's Registration Staténfiled on
June 28, 2012.

Incorporated by reference from Post-Effeciweendment No. 12 to the Registrant's Registrafitaiement, filed on
July 6, 2012.

Incorporated by reference from Post-Effective Antardt No. 13 to the Registrant's Registration Statefiled on
July 12, 2012.

Incorporated by reference from Post-Effective Anmardt No. 15 to the Registrant's Registration Staténfiled on
July 19, 2012.

Incorporated by reference from Post-Effeciveendment No. 16 to the Registrant's Registrafitaiement, filed on
July 26, 2012.

Incorporated by reference from Post-Effective Antardt No. 17 to the Registrant's Registration Stateiiled on
August 2, 2012.

Incorporated by reference from Post-Effective Anmardt No. 18 to the Registrant's Registration Staténfiled on
August 9, 2012.

Incorporated by reference to Exhibit 4.1haf Registrant's Form 8-K filed on August 14, 2012.
Incorporated by reference to Exhibit 4.2haf Registrant's Form 8-K filed on August 14, 2012.

Incorporated by reference from Post-Effective Anrmardt No. 19 to the Registrant's Registration Staténfiled on
August 16, 2012.

Incorporated by reference from Post-Effective Antardt No. 20 to the Registrant's Registration Statepfiled on
August 23, 2012.

Incorporated by reference from Post-Effecthmendment No. 22 to the Registrant's Registrafitaiement, filed on
September 7, 2012.

Incorporated by reference from Post-Effective Anrmardt No. 24 to the Registrant's Registration Staténfiled on
September 13, 2012.

Incorporated by reference from Post-Effective Antardt No. 25 to the Registrant's Registration Statepfiled on
September 20, 2012.

Incorporated by reference from Post-Effecthmendment No. 26 to the Registrant's Registrafitaiement, filed on
September 27, 2012.

Incorporated by reference from Post-Effective Anrmardt No. 27 to the Registrant's Registration Staténfiled on
October 4, 2012,

Incorporated by reference from Post-Effective Anmardt No. 2 to the Registrant's Registration Statgnfited on
November 23, 2012.

Incorporated by reference from Post-Effecthmendment No. 3 to the Registrant's Registratimtetnent, filed on
November 29, 2012.

Incorporated by reference from Post-Effective Anrardt No. 4 to the Registrant's Registration Statenfibed on
December 6, 2012.

Incorporated by reference from Post-Effective Anmardt No. 5 to the Registrant's Registration Statgnfited on
December 13, 201
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Incorporated by reference from Post-Effective Anmardt No. 6 to the Registrant's Registration Statgnfited on
December 20, 2012.

Incorporated by reference to Exhibit 4.1 of the Riegnt's Form 8-K filed on December 21, 2012.
Incorporated by reference to Exhibit 4.2h# Registrant's Form 8-K filed on December 21, 2012

Incorporated by reference from Post-Effecthmendment No. 8 to the Registrant's Registrati@mtetnent, filed on
December 28, 2012.

Incorporated by reference from Post-Effective Anmardt No. 9 to the Registrant's Registration Statgnfibed on
January 4, 2013.

Incorporated by reference from Post-Effective Antardt No. 10 to the Registrant's Registration Stateiiled on
January 10, 2013.

Incorporated by reference from Post-Effecthmendment No. 11 to the Registrant's Registrafitaiement, filed on
January 17, 2013.

Incorporated by reference from Post-Effective Anmardt No. 12 to the Registrant's Registration Staténfiled on
January 25, 2013.

Incorporated by reference from Post-Effective Antardt No. 13 to the Registrant's Registration Statefiled on
January 31, 2013.

Incorporated by reference from Post-Effecthmendment No. 14 to the Registrant's Registrafitaiement, filed on
February 7, 2013.

Incorporated by reference from Post-Effective Anmardt No. 16 to the Registrant's Registration Staténfiled on
February 22, 2013.

Incorporated by reference from Post-Effective Antardt No. 17 to the Registrant's Registration Statepfiled on
February 28, 2013.

Incorporated by reference from Post-Effecthmendment No. 18 to the Registrant's Registrafitaiement, filed on
March 7, 2013.

Incorporated by reference from Post-Effective Anrmardt No. 19 to the Registrant's Registration Staténfiled on
March 14, 2013.

Incorporated by reference to Exhibit 4.1 of the Regnt's Form 8-K filed on March 15, 2013.
Incorporated by reference to Exhibit 4.2 of the Riggnt's Form 8-K filed on March 15, 2013.

Incorporated by reference from Post-Effective Antardt No. 21 to the Registrant's Registration Statepfiled on
March 21, 2013.

Incorporated by reference from Post-Effecthmendment No. 22 to the Registrant's Registrafitaiement, filed on
March 28, 2013.

Incorporated by reference from the Registrant'srt@uds Report on Form 10-Q filed on May 6, 2013.

Incorporated by reference from Post-Effective Antardt No. 23 to the Registrant's Registration Statepfiled on
April 4, 2013.

Incorporated by reference from Post-Effecthmendment No. 24 to the Registrant's Registrafitaiement, filed on
April 11, 2013.

Incorporated by reference from Post-Effeciveendment No. 25 to the Registrant's Registrafitaiement, filed on
April 18, 2013.
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Incorporated by reference from Post-Effective Antardt No. 26 to the Registrant's Registration Statepfiled on
April 25, 2013.

Incorporated by reference from Post-Effective Anrmardt No. 27 to the Registrant's Registration Staténfiled on
May 2, 2013.

Incorporated by reference from Post-Effeciweendment No. 29 to the Registrant's Registrafitaiement, filed on
May 9, 2013.

Incorporated by reference from Post-Effective Antardt No. 30 to the Registrant's Registration Stateiiled on
May 23, 2013.

Incorporated by reference from Post-Effective Anmardt No. 31 to the Registrant's Registration Staténfiled on
May 31, 2013.

Incorporated by reference from Post-Effeciveendment No. 32 to the Registrant's Registrafitaiement, filed on
June 6, 2013.

Incorporated by reference from Post-Effective Antardt No. 33 to the Registrant's Registration Stateiiled on
June 13, 2013.

Incorporated by reference from Post-Effective Anmardt No. 34 to the Registrant's Registration Staténfiled on
June 20, 2013.

Incorporated by reference from Post-Effeciveendment No. 35 to the Registrant's Registrafitaiement, filed on
June 27, 2013.

Incorporated by reference from the Registrant'sy8tatement filed on September 10, 2012.

Incorporated by reference to Item 5.07 of the Regig's Form -K filed on December 12, 201
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SIGNATURE

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, Registrant has duly caused this report to b
signed on its behalf by the undersigned, theredatp authorized August 21, 2013.

PROSPECT CAPITAL CORPORATION

By: /s/ JOHN F. BARRY Il

John F. Barry Il
Chief Executive Officer and
Chairman of the Boar

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf
of the registrant and in the capacities and ord#ies indicated.

SIGNATURE TITLE DATE

/s/ JOHN F. BARRY Il Chairman of the Board, Chief Execut

Officer, Director

August 21, 2013
John F. Barry, Il

/s/ BRIAN H. OSWALD

Chief Financial Officer August 21, 2013
Brian H. Oswalc

/s/ M. GRIER ELIASEK President, Chief Operations Officer,

August 21, 2013

M. Grier Eliasek Director
/sl ANDREW C. COOPER
Director August 21, 2013
Andrew C. Coope
/s/ WILLIAM J. GREMP
Director August 21, 2013
William J. Gremg
/sl EUGENE S. STARK
Director August 21, 2013

Eugene S. Star
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This CUSTODY AGREEMENT (this “ Agreemefit is dated as of April 24, 2013, and is by and betwspect Capital Corporati
(and any successor or permitted assign, the “ Cagiaa corporation organized under the laws of theeSof Maryland, having its principal
place of business at 10 East0 Street? 44 Hdmn, York, NY 10016, and Israel Discount Bank ofiN¥ork Ltd. (and any successor or
permitted assign acting as custodian hereundet,@sstodian’), a New York State chartered bank having a plafdeusiness at 511 Fifth
Avenue, New York, NY 10017.
RECITALS

WHEREAS, the Company is a closed-end managemeesiment company that has registered as an investoempany under the
Investment Company Act of 1940, as amended (tH40Act™);

WHEREAS, the Company desires to retain Israel Qist@ank of New York Ltd. to act as custodian toe Company; and

WHEREAS, the Company desires that the Company’'si8iss (as defined below) and cash be held andrastered by the
Custodian pursuant to this Agreement in compliamite Section 17(f) of the 1940 Act.

NOW THEREFORE, in consideration of the mutual cars and agreements contained herein, the padietohagree as follows:
1. DEFINITIONS

1.1 Defined Terms In addition to terms expressly defined elsewlnenein, the following words shall have the follogi
meanings as used in this Agreement:

“ Account” means the Cash Account and the Securities Accaofiectively.
“ Agreement’ means this Custody Agreement (as the same mayriemded from time to time in accordance with thmsehereof).

“ Asset File” means, with respect to each Security for which dumts are delivered to the Document Custodian, efittte Require:
Documents identified on the related Document Chstckl

“ Authorized Persofi has the meaning set forth in Section 7.4.

“ Business Day means a day on which the Custodian or the relesaln-custodian, including a Foreign Sub-custodgopen for
business in the market or country in which a trafisa is to take place.

“ Cash Account means the segregated trust account to be egtablast the Custodian to which the Custodian slegdbdit or credit
and hold any cash or Proceeds received by it fiova to time from or with respect to the Securitieshe sale of the Securities of the




Company, as applicable, which trust account steatlésignated the “Prospect Capital Corporation ®asbeeds Account.”

“ Certificated Security shall have the meaning ascribed to such ternmextién 8-102(4) of the UCC.

“ Company” has the meaning set forth in the first paragrapthis Agreement.

“ Confidential Informatiori’ means any databases, computer programs, screeatfy screen designs, report formats, interactive
design techniques, and other similar or relatedrintion that may be furnished to the Company leyGhstodian from time to time
pursuant to this Agreement.

“ Custodian” has the meaning set forth in the first paragrapthis Agreement.

“ Document Custodiahmeans the Custodian when acting in the role @d@ument custodian hereunder.

“ Document Checklist means a list delivered to the Document Custotiiathe Company in connection with delivery of eddset
File to the Custodian that identifies (i) whetheBecurity is a Certificated Security or an Uncerdifed Security, and (i) the
documents, instruments and certificates containedd related Asset File.

“ Eligible Investment’ means any investment that at the time of its &itjon is one or more of the following:

€)) United States government and agebtgations;

(b) commercial paper having a rating@ssd to such commercial paper by Standard & Pdtating Services or
Moody’s Investor Service, Inc. (or, if neither sumganization shall rate such commercial papeueh $ime, by any nationally
recognized rating organization in the United Stafe&merica) equal to one of the two highest radimgsigned by such organization, it
being understood that as of the date hereof suttysaby Standard & Poor’s Rating Services are “Adrd “A1” and such ratings by
Moody'’s Investor Service, Inc. are “P1” and “P27;

(c) interest bearing deposits in Unigdtes dollars in United States or Canadian baiitksam unrestricted surplus of
at least U.S. $250,000,000, maturing within one yaad

(d) money market funds (including fundishee bank serving as Custodian or its affilia@sWnited States government
securities funds designed to maintain a fixed spaoe and high liquidity.

“ Eligible Securities Depositoryyhas the meaning set forth in Section (b)(1) ofeRLirf-7 under the 1940 Act.
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“ Eederal Reserve Bank Bodintry Systeni means a depository and securities transfer systggnated by the Federal Reserve Bank
of the United States on which are eligible to blelladl United States Government direct obligatidiispnotes and bonds.

“ Einancing Document$has the meaning set forth in Section 3.3(b)(ii).

“ Eoreign Intermediary means a Foreign Sub-custodian and Eligible SéearDepository.

“ Foreign Subcustodian’ means and includes (i) any branch of a “U.S. Baak that term is defined in Rule 13funder the 1940 A«
(ii) any “Eligible Foreign Custodian,” as that teisndefined in Rule 17f-5 under the 1940 Act, hgvéncontract with the Custodian in
accordance with Section 6.6, which the Custodiand®ermined will provide reasonable care of assfetse Company based on the
standards specified in Section 6.7 below.

“ Foreign Securities means Securities for which the primary markedusside the United States.

“ Participation” means an interest in a Security that is acquimddectly by way of a participation from a sellingstitution.

“ Person” means any individual, corporation, partnershimitied liability company, joint venture, associatjgoint stock company,
trust (including any beneficiary thereof), unincorgted organization, or any government or agengobtical subdivision thereof.

“ Proceeds means, collectively, (i) the net cash proceedth&oCompany of the initial public offering by tB®mpany and any
subsequent offering by the Company of any claseofirities issued by the Company, (ii) all caslkrithistions, earnings, dividends,
fees and other cash payments paid on the Secuptieas applicable, Subsidiary Securities) bymbehalf of the issuer or obligor
thereof, or applicable paying agent, (iii) the cash proceeds of the sale or other dispositioheBSecurities pursuant to the terms of
this Agreement and (iv) the net cash proceedsa@ibtmpany of any borrowing or other financing by @ompany (and any
Reinvestment Earnings from investment of any offtliegoing).

“ Proper Instruction means instructions (including Trade Confirmatipreceived by the Custodian in form acceptable, tham the
Company, or any Person duly authorized by the Compday any of the following means:

(a) in writing signed by any two (2) Aotized Persons (and delivered by hand, by maigugrnight courier or by
telecopier);

(b) by electronic mail from an AuthorizBdrson;

(c) in tested communication;




(d) in a communication utilizing accessles effected between electro mechanical or elgictaevices; or

(e) such other means as may be agreetfupm time to time by the Custodian and the pgityng such instructions,
including oral instructions.

“ Reinvestment Earningshas the meaning set forth in Section 3.6(b).

“ Required Documentsmeans, for each Security as to which an AssetiBibelivered to the Document Custodian:

€) the related Document Checklist; and

(b) such documents identified in the Doemt Checklist that may include any Underlying Doents (but excluding
any physical certificates evidencing ownership @featificated Security).

“ Securities’ means, collectively, (i) the equity investmenigluding investments in partnership and limitegbllity companies,
acquired by the Company and delivered to the Cietdaly the Company from time to time during thertef, and pursuant to the
terms of, this Agreement and (ii) all dividendsind ( e.q., non-cash dividends) from the investments desdribe&lause (i).

“ Securities Account means the segregated trust account to be edtablast the Custodian to which the Custodian stegdbdlit or
credit and hold the Securities (other than Undediéd Securities) received by it pursuant to A&gseement, which account shall be
designated the “Prospect Capital Corporation Seesriccount.”

“ Securities Custodiahmeans the Custodian when acting in the role sfeurities custodian hereunder.

“ Securities Depository means The Depository Trust Company and any atlearing agency registered with the Securities and
Exchange Commission under Section 17A of the Séesifcxchange Act of 1934, as amended (the “ 1984)Awhich acts as a
system for the central handling of securities wtadrsecurities of any particular class or seriearissuer deposited within the syst
are treated as fungible and may be transferrededgpd by bookkeeping entry without physical deljvef the securities.

“ Securities Systerfimeans the Federal Reserve Book-Entry Systengariolg agency which acts as a Securities Deposibory
another book entry system for the central handdigecurities (including an Eligible Securities Dsjtory).

“ Street Delivery Custorfimeans a custom of the United States securitiekeh#o deliver securities which are being soldh®
buying broker for examination to determine thatg$beurities are in proper form.
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“ Street Namé means the form of registration in which the sé@aes are held by a broker who is delivering theusiies to another
broker for the purposes of sale, it being an aekptistom in the United States securities indubkftya security in Street Name is in
proper form for delivery to a buyer and that a siégumay be re-registered by a buyer in the ordiraurse.

“ Trade Confirmatiorf means a confirmation to the Custodian from thenpany of the Company’s acquisition of a Securityisg
forth applicable information with respect to suatrity in any form as may be agreed to by, thet@lian and the Company from
time to time.

“ UCC " shall have the meaning set forth in Section 3.3(a

“ Underlying Agreement means, with respect to any Security, the limiiadility company agreement, subscription agreenoent
other document or documents evidencing the Comganyestment in the related issuer.

“ Underlying Document$ means, with respect to any Security for which @@mpany delivers an Asset File to the Custodiam, t
documents listed on the Document Checklist that melpde the related Underlying Agreement togethién any other offering
memorandums, purchase agreements, security docsinoémer agreements, other ancillary documentsijreticiments (including any
Certificated Security) executed or delivered inroection with the Company’s investment in the isgbereof, including a copy of the
register evidencing registration of the membershipquity interest of the Company on the booksraadrds of the applicable issuer.

“ Uncertificated Security means a Security that is not represented by aipalcertificate.

1.2 Construction In this Agreement unless the contrary intentippears:

(a) any reference to this Agreement or another agreearénstrument refers to such agreement or inséniras the same may
be amended, modified or otherwise rewritten frametito time;

(b) a reference to a statute, ordinance, code or taheincludes regulations and other instruments uitdand consolidations,
amendments, re-enactments or replacements of ahgf,

(c) any term defined in the singular form may be usednd shall include, the plural with the same nr@grand vice versa;
(d) a reference to a Person includes a reference tedtson’s executors, successors and permittechassig
(e) an agreement, representation or warranty in fafowe or more Persons is for the benefit of theimtjg and severally;
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() an agreement, representation or warranty on thteopawo or more Persons binds them jointly andesaly;
(9) a reference to the term “including” means “inclugiwithout limitation,” and

(h) a reference to any accounting term is to be inggggrin accordance with generally accepted priasiphd practices in the
United States, consistently applied, unless othsnivistructed by the Company.

1.3 Headings Headings are inserted for convenience and daffett the interpretation of this Agreement.

APPOINTMENT OF CUSTODIAN

2.1 Appointment and Acceptanc&he Company hereby appoints the Custodian dedias of all Securities and cash owned by
the Company and delivered to the Custodian by tagany from time to time during the period of tAgreement, on the terms and
conditions set forth in this Agreement (which shadlude any addendum hereto which is hereby irm@ated herein and made a part
of this Agreement), and the Custodian hereby ascgyth appointment and agrees to perform the ssraicd duties set forth in this
Agreement with respect to it, subject to and inoadance with the provisions hereof. All RequiredcDments and Securities in
certificated form shall be maintained and held ehdif of the Company by the Custodian in its vamltaccordance with customary
standards for such custody.

2.2 Instructions The Company agrees that it shall from timenetprovide, or cause to be provided, to the Cuatodlil
necessary instructions and information, and skajpond promptly to all inquiries and requests ef@lustodian, as may reasonably be
necessary to enable the Custodian to perform tieslbereunder.

2.3 Company Responsible For Directiorishe Company is solely responsible for directimg Custodian with respect to depc
to, withdrawals from and transfers to or from thecéunt. Without limiting the generality of the égoing, the Custodian has no
responsibility for the Company’s compliance witle 1940 Act, any restrictions, covenants, limitagie@n obligations to which the
Company may be subject or for which it may haveégalbions to third-parties in respect of the Accqoumid the Custodian shall have
no liability for the application of any funds maagethe direction of the Company. The Company df@bolely responsible for
properly instructing all applicable payors to malleappropriate payments to the Custodian for diépmshe Account, and for propel
instructing the Custodian with respect to the atmm or application of all such deposits.

DUTIES OF CUSTODIAN

3.1 SegregatianAll Securities and non-cash property held by@hstodian, as applicable, for the account of thengany
(other than Securities maintained in a Securitiepd3itory or Securities System) shall be physicsdigregated from other
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Securities and non-cash property in the possesditre Custodian and shall be identified as sulifethis Agreement.

3.2 Securities Custody Accounthe Custodian shall open and maintain in itsttdepartment a segregated trust account in the
name of the Company, subject only to order of thet@dian, in which the Custodian shall enter andycaubject to Section 3.3(b),
Securities (other than Uncertificated Securitieg) ather investment Uncertificated Securities ef @ompany which are delivered t

in accordance with this Agreement. For avoidarfagoobt, the Custodian shall not be required tadlitrer deposit Uncertificated
Securities in the Securities Account but shalléagtmaintain a register (in book-entry form oruetsother form as it shall deem
necessary or desirable) of such Uncertificated S@es) containing such information as the Compang the Custodian may
reasonably agree; provided that, with respect ¢h &incertificated Securities, all Required Documesiitall be held in safekeeping by
the Document Custodian, individually segregatedfthe securities and investments of any other peasd marked so as to clearly
identify them as the property of the Company inanmner consistent with Rule 17f-1 under the 1940akat as set forth in this
Agreement.

The Custodian shall have no power or authoritystign, hypothecate, pledge or otherwise dispos@psuch Securities and
investments except pursuant to the direction o@bmpany under terms of the Agreement.

3.3 Delivery of Cash and Securities totGd&n.

€) The Company shall deliver, or cause to be deliveiethe Custodian all of the Company’s Securitigsh and other
investment assets, including (a) all payments ofiine, payments of principal and capital distribogioeceived by the
Company with respect to such Securities, cashtmratssets owned by the Company at any time dthimgeriod of this
Agreement, and (b) all cash received by the Companthe issuance, at any time during such pebdecurities or in
connection with a borrowing by the Company, ex@spbtherwise permitted by the 1940 Act. Requiredunents shall be
delivered to the Custodian in its role as, andhataddress identified for, the Document Custodiaovided that physical
certificates representing a Security shall be éeéid to the Securities Custodian. Except to thentotherwise expressly
provided herein, delivery of Securities constitgtiDertificated Securities to the Custodian shalhbBtreet Name or the nal
of the Company or its nominee (or other good dejiferm). The Custodian shall not be responsibtestach Securities, cash
or other assets until actually delivered to, arcéieed by it. With respect to Securities (otherttuncertificated Securities
and assets in the nature of “general intangiblas™hereinafter defined)) held by the Custodiatsicapacity as a “securities
intermediary” (as defined in Section 8-102 of thaiform Commercial Code as in effect in the Stat®&leiv York (the “UCC
")), the Custodian shall be obligated to exercige dare in accordance with reasonable commereiatiatds in discharging
its duties as a securities intermediary to obtaith maintain such Securities. A Security will beded
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(b)

to be “delivered” to the Custodian when the Compdelvers such Security in the following manneyif(such Security is a
Certificated Security or an instrument (other tha®ecurity held in a Securities System), then ysjwal certificated form in
the name of the Company or its nominee, (ii) ifts@ecurity is an Uncertificated Security or in fhem of uncertificated
share(s) or other interest (other than a Secuely im a Securities System), then delivery of aonéition statements which
identify such shares or interests as being recardéte name of the Company or its nominee, (iiguich Security is held in a
Securities System or maintained in one or more bamaccounts at the Custodian, its agents or ssiodians, then delivery
of confirmation that such Security is held in trec@rities System or maintained through one or mamaibus accounts in the
name of the Custodian (or its nominee) who shalhiifly the same on its books and records as helth&account of the
Company, or (iv) in such other good delivery folmttmay be agreed to by the Custodian from tinterte.

0] In connection with its acquisition of a Securitynetituting an Uncertificated Security, the Compahwll deliver ol
cause to be delivered to the Custodian (in itssrake and at the address identified for, the Cistcahd Document
Custodian) a properly completed Trade Confirmationtaining such information in respect of such $igcas the
Custodian may reasonably require in order to endlgl€Custodian to perform its duties hereundeespect of such
Security and on which the Custodian may conclugively without further inquiry or investigation, such form and
format as the Custodian reasonably may requireshall deliver to the Document Custodian (in iteras, and at tt
address identified for, the Document Custodian)RRequired Documents, including the Document Chstkli

(i) Notwithstanding anything herein to the contranjjwigy of Securities acquired by the Company infibren of
Uncertificated Securities or Participations or whare otherwise not evidenced by a “security” astiument” as
defined in Section 8-102 and Section 9-102(a)(4Th® UCC), respectively, shall be made by delivterthe
Document Custodian of (i) in the case of an Unfiegtied Security, a copy of the register of theenhdng issuer of
such interest evidencing registration of such ggaterest on the books and records of the apgkcissuer to the
name of the Company (or its nominee) or a copy ¢tvimay be a facsimile copy) of an assignment ageeéin
favor of the Company as assignee, as identifietherDocument Checklist and (ii) in the case of di€ipation, a
copy of the related participation agreement ortiahiliability agreement identifying the Companypasticipant or
owner of such interest. Any duty on the part & @ustodian with respect to the custody of suclustéss shall be
limited to the exercise of reasonable care by thet@lian in the physical custody of any such Reguidocuments
delivered to it, and any related instrument, séguri
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participation agreement, assignment agreement aathier agreements or documents, if any (colleftjve
Financing Documenty, that may be delivered to it. Nothing hereiraliequire the Custodian to credit to the
Securities Account or to treat as a financial agsithin the meaning of Section 8-102(a)(9) of théC) any
Security that is not represented by a physicalesbartificate or an asset in the nature of a géngemgible (as
defined in Section 9-102(a)(42) of the UCC) or utifieated security (within the meaning of Secti@&102(18) of
the UCC) or to “maintain” a sufficient quantityetteof.

(iii) The Custodian may assume the genuineness of ahyFsu@ncing Document it may receive and the gemgag
and due authority of any signatures appearing timer@nd shall be entitled to assume that each Bineimcing
Document it may receive is what it purports tolban original “security” or “instrument” as defidén Section 8-
102 and Section 202(a)(47) of the UCC, respectively, is or shalbibdbecome available with respect to any Sec
to be held by the Custodian under this Agreeméshall be the sole responsibility of the Compamynike or cause
delivery thereof to the Document Custodian, anddbstodian shall not be under any obligation attang to
determine whether any such original security otrimeent has been or is required to be issued oeraadilable in
respect of any Security or to compel or cause dalithereof to the Custodian.

(iv) Contemporaneously with the acquisition of any Sigguthe Company shall (A) take all actions neces$ar the
Company to acquire good title to such Security; @)dake all actions as may be necessary (inctudippropriate
payment notices and instructions to issuers, agerdther applicable paying agents) to cause ()agiments in
respect of the Security to be made to the Custaalan(y) all notices, solicitations and other cominations in
respect of such Security to be directed to the Gomp The Custodian shall have no liability for atgjay or failure
on the part of the Company to provide necessaprimdtion to the Custodian, or for any inaccura®réim or
incompleteness thereof, or for any delay or failbmehe part of the Company to give such effegbagment
instruction to the applicable issuer, its agents @ther paying agents. With respect to each sechr8y, the
Custodian shall be entitled to rely on any inforimratand notices it may receive from time to timenfrthe related
issuer, agent, obligor or similar party with respecthe related Security, or from the Company, simall be entitled
to update its records (as it may deem necessagmppriate) on the basis of such information dices received,
without any obligation on its part independentlyw&gify, investigate or recalculate such informatio
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3.4

(@)

Release of Securities

The Custodian shall release and deliver, or dite@gents or sub-custodian to release and detgethe case may be,
Securities or Required Documents of the Compang bglthe Custodian, its agents or its sub-custofi@n time to time
upon receipt of Proper Instructions (which shathoag other things, specify the Securities or RegliDbocuments to be
released, with such delivery and other informatsrmmay be necessary to enable the Custodian torpdrfwhich may be
standing instructions (in form acceptable to thet@dian), in the following cases:

(i)

(ii)
(i)
(iv)

v)

(vi)
(vii)

upon sale of such Securities by or on behalf ofGhmpany, and such sale may, unless and excem &Extent
otherwise directed by Proper Instructions, be edraut by the Custodian:

(A) in accordance with the customary or establishedtioes and procedures in the jurisdiction or market
where the transactions occur, including deliverthe purchaser thereof or to a dealer therefoarforgent
of such purchaser or dealer) against expectatioacgiving later payment; or

(B) in the case of a sale effected through a Secujys$em, in accordance with the rules governing the
operations of the Securities System;

upon the receipt of payment in connection with epurchase agreement related to such Securities;

to a depositary agent in connection with tendestber similar offers for such Securities;

to the issuer thereof, or its agent, when such i@&siare called, redeemed, retired or otherwespme payable
(unless otherwise directed by Proper Instructitims cash or other consideration is to be delivévdtde Custodian,
its agents or its sub-custodian);

to an issuer thereof, or its agent, for transfey the name of the Custodian or of any nomine@e®fQustodian or
into the name of any of its agents or swistodian or their nominees, or for exchange faiffarent number of bond
certificates or other evidence representing theesaggregate face amount or number of units;

to brokers, clearing banks or other clearing agimtexamination in accordance with the Street &l Custom;

for exchange or conversion pursuant to any plamerger, consolidation, recapitalization, reorgatigraor
readjustment of the securities of the issuer ohssecurities, or pursuant to any deposit agreefuafiss
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otherwise directed by Proper Instructions, the seeurities and cash, if any, are to be deliveratiedCustodian, its
agents or its sub-custodian);

(viii) in the case of warrants, rights or similar secesitithe surrender thereof in the exercise of swahants, rights or
similar securities or the surrender of interim ipteor temporary securities for definitive sedest(unless otherwis
directed by Proper Instructions, the new securdigs cash, if any, are to be delivered to the Qlisty its agents or
its sub-custodian); and/or

(ix) for any other purpose, but only upon receipt ofperdnstructions and an officer’s certificate sidixy an officer of
the Company (which officer shall not have been Aanthorized Person providing the Proper Instructjastating
(i) the specified securities to be delivered, tti@ purpose for such delivery, (iii) that such mspis a proper
corporate purpose and (iv) naming the person agmerto whom delivery of such Securities shall belen and
attaching a certified copy of a resolution of tleatnl of directors of the Company or an authorizedmittee thereof
approving the delivery of such Proper Instructions.

3.5 Reqistration of SecuritiesSecurities held by the Custodian, its agentts@ub-custodian (other than bearer securities,
securities held in a Securities System or Secaritiat are Uncertificated Securities or Particqra) shall be registered in the name of
the Company or its nominee; or, at the option ef@ustodian (if the Custodian determines it cattd such security in the name of
the Company), in the name of the Custodian orétime of any nominee of the Custodian, or in #meof its agents or its sub-
custodian or their nominees; or, if directed by @@npany by Proper Instruction, may be maintaimeStreet Name. The Custodian,
its agents and its sub-custodian shall not be eblltg accept Securities on behalf of the Compaguthe terms of this Agreement
unless such Securities are in Street Name or gthed deliverable form.

3.6 Bank Accounts, and Management of Cash

€)) Proceeds and other cash received by the Custadiantime to time shall be deposited or creditethinCash Account. All
amounts deposited or credited to the Cash Accdait e subject to clearance and receipt of fimglpent by the Custodian.

(b) Amounts held in the Cash Account from time to timay be invested in Eligible Investments pursuarsiecific written
Proper Instructions (which may be standing instons) received by the Custodian from any two (2jhuized Persons
acting on behalf of the Company. Such investmdmadi be subject to availability and the Custodiahsn applicable
transaction charges (which shall be at the Compaexpense). The Custodian shall have no liabitityahy loss incurred on
any such investment. Absent receipt of such writtstruction from the Company, the Custodian shalle no obligation to
invest (or otherwise pay
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(d)

3.7

(@)

(b)

3.8

interest on) amounts on deposit in the Cash Accdnmto instance will the Custodian have any oltiayato provide
investment advice to the Company. Any earnings fsoich investment of amounts held in the Cash Adcfsam time to
time (collectively, “ Reinvestment Earninfjsshall be redeposited in the Cash Account (ang beareinvested at the written
direction of the Company).

In the event that the Company shall at any timeiestja withdrawal of amounts from the Cash Accatinat Custodian shall
be entitled to liquidate, and shall have no lidpifor any loss incurred as a result of the ligtima of, any investment of the
funds credited to such account as needed to provdessary liquidity.

The Company acknowledges that cash deposited estied with any bank (including the bank acting ast@dian) may
make a margin or generate banking income for whiath bank shall not be required to account to thmg@any.

Foreign Exchange

Upon the receipt of Proper Instructions, the Custodts agents or its sub-custodian may (but st@tlbe obligated to) enter
into all types of contracts for foreign exchangebehalf of the Company, upon terms acceptableadiistodian and the
Company (in each case at the Company’s expensf)ding transactions entered into with the Custogdis subeustodian o
any affiliates of the Custodian or the stistodian. The Custodian shall have no liabilitydoy losses incurred in or result
from the rates obtained in such foreign exchangestictions; and absent specific Proper InstructibesCustodian shall not
be deemed to have any duty to carry out any foreigmange on behalf of the Company. The Custodiat Ise entitled at a
times to comply with any legal or regulatory reguients applicable to currency or foreign exchareygsactions.

The Company acknowledges that the Custodian, dmggstodian or any affiliates of the Custodianmmy aub-custodian,
involved in any such foreign exchange transactinag make a margin or generate banking income fargign exchange
transactions entered into pursuant to this Sedtiowhich they shall not be required to accouriti® Company.

Collection of Income The Custodian, its agents or its sub-custodiafl sse reasonable efforts to collect on a tinbalgis

all income and other payments with respect to #mu8ties held hereunder to which the Company sle#ntitled, to the extent
consistent with usual custom in the securitiesamliah business in the United States. Such effbd$ clude collection of interest
income, dividends and other payments with respertdistered domestic securities if, on the recate with respect to the date of
payment by the issuer, the Security is registangdtié name of the Custodian or its nominee (ohértame of its agent or sub-
custodian, or their nominees); and interest incatiddends and other payments with respect to belmmestic securities if, on the
date of payment by the issuer, such Securitiebelteby the Custodian or its sub-custodian or ggeovided, however, that in the
case of Securities held in Street Name,
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the Custodian shall use commercially reasonabtetsfonly to timely collect income. In no event kllze Custodian’s agreement
herein to collect income be construed to obligahteGustodian to commence, undertake or prosecytkegal proceedings.

3.9 Payment of MoneysUpon receipt of Proper Instructions, which mayskanding instructions, the Custodian shall pay ou
from the Cash Account (or remit to its agents @siib-custodian, and direct them to pay out) monéjse Company on deposit
therein in the following cases:

(a) upon the purchase of Securities for the Compangyaunt to such Proper Instruction; and such purcimase unless and
except to the extent otherwise directed by Propgruictions, be carried out by the Custodian:

0] in accordance with the customarestablished practices and procedures in the jgtiedi or market where the
transactions occur, including delivering moneytte seller thereof or to a dealer therefor (or aggnafor such seller or
dealer) against expectation of receiving latengeli of such securities; or

(i) in the case of a purchase effectedugh a Securities System, in accordance withutes governing the operation
of such Securities System;

(b) for the purchase or sale of foreign exchange @idorexchange agreements for the account of thep@oyn including
transactions executed with or through the Custqdiamgents or its sub-custodian, as contemplayeslection 3.8 above;

0] in payment of the price of securities of by the @amy repurchased in open market purchases, teffdes or any
other Company repurchase program; and

(i) for any other purpose directed by the Companyphiyt upon receipt of Proper Instructions specifyihg amount
of such payment, and naming the Person or Persamksdm such payment is to be made.

3.10 ProxiesThe Custodian will, with respect to the Secusitield hereunder, use reasonable efforts to cause promptly
executed by the registered holder of such Secsifitiexies received by the Custodian from its agentss sub-custodian or from
issuers of the Securities being held for the Compaithout indication of the manner in which suadloxies are to be voted, and upon
receipt of Proper Instructions shall promptly detivo the applicable issuer such proxies relatinguch Securities. In the absence of
such Proper Instructions, or in the event that Sudper Instructions are not received in a timaghion, except to the extent otherv
expressly provided herein, the Custodian shallizterno duty to act with regard to such proxiestwWithstanding the above, neither
Custodian nor any nominee of Custodian shall votedd the Securities held hereunder by or for tbeant of the Company, except
in accordance with Proper Instructions.
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3.11 Communications Relating to Securitiéshe Custodian shall transmit promptly to the @any all written information
(including proxies, proxy soliciting materials, fmats, pendency of calls and maturities of Secusried expirations of rights in
connection therewith) received by the Custodiaomfits agents or its sub-custodian or from issoéthe Securities being held for the
Company. The Custodian shall have no obligatioduty to exercise any right or power, or otherwis@ieserve rights, in or under
any Securities unless and except to the extemisiréceived timely Proper Instruction from the Campin accordance with the next
sentence. The Custodian will not be liable for angimely exercise of any right or power in connectwith Securities at any time h
by the Custodian, its agents or sub-custodian gnles

(@ the Custodian has received Proper Instructions reiard to the exercise of any such right or poaerd
(i) the Custodian, or its agents or sub-custodianraaetual possession of such Securities,

in each case, at least three (3) Business Daystpribe date on which such right or power is tekercised. It will be the
responsibility of the Company to notify the Custodof the Person to whom such communications neugfwarded under this
Section.

3.12 Records The Custodian shall create and maintain complieteaccurate records relating to its activitiedaurthis
Agreement with respect to the Securities, cashhmrgroperty held for the Company under this Agrest, with particular attention
to Section 31 of the 1940 Act, and Rules 31a-13frad2 thereunder. To the extent that the Custodiats sole opinion, is able to do
so, the Custodian shall provide assistance to tmegany (at the Company'’s reasonable request madetime to time) by providing
sub-certifications regarding certain of its sergiperformed hereunder to the Company in conneutitmthe Company'’s certification
requirements pursuant to the Sarbanes-Oxley A2002, as amended. All such records shall be theepiry of the Company and shall
at all times during the regular business hourhefGustodian be open for inspection by duly auteariofficers, employees or agents
of the Company (including its independent publicamtants) and employees and agents of the Sesuaitid Exchange Commission,
upon reasonable request and prior notice and & dngpany’s expense. The Custodian shall, at thepaagis request, supply the
Company with a tabulation of Securities owned ly@ompany and held by the Custodian and shall, wéguested to do so by the
Company and for such compensation as shall be dgiean between the Company and the Custodian,dacto the extent
applicable, the certificate numbers in such talontat to the extent such information is availabléhe Custodian.

REPORTING

(a) The Custodian shall render to the Company a moméggrt of (i) all deposits to and withdrawals freime Cash Account
during the month, and the outstanding
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(b)

(©)
(d)

balance (as of the last day of the preceding mpm#pgort and as of the last day of the subject moiii) an itemized
statement of the Securities held pursuant to tigieAdment as of the end of each month, all trarmsatn the Securities
during the month, as well as a list of all Secastiransactions that remain unsettled at that &me (iii) such other matters
the parties may agree from time to time.

For each Business Day, the Custodian shall rerdiiet Company a daily report of (i) all depositsatal withdrawals from
the Cash Account for such Business Day and theéamgdsg balance as of the end of such Business &raiy(ii) a report of
settled trades of Securities for such Business Day.

The Custodian shall have no duty or obligationridartake any market valuation of the Securitiessumaghy circumstance.

The Custodian shall provide the Company, prompplgrurequest, with such reports as are reasonahliable to it and as
the Company may reasonably request from time te,taoncerning (i) the internal accounting contriisluding procedures
for safeguarding securities, which are employethieyCustodian or any Foreign Sub-custodian appoiptesuant to
Section 6.1 and (ii) the financial strength of @estodian or any Foreign Sub-custodian appointesiyant to Section 6.1.

5. DEPOSIT IN U.S. SECURITIES SYSTEMS

The Custodian may deposit and/or maintain Secsiitien Securities System within the United Stateascicordance with applicable Federal
Reserve Board and Securities and Exchange Commiagies and regulations, including Rule 17f-4 untther1940 Act, and subject to the
following provisions:

(@)

(b)

(c)

(d)

The Custodian may keep domestic Securities in a 8e8urities System; provided that such Securiegepresented in an
account of the Custodian in the U.S. Securitiege®ysvhich shall not include any assets of the Qliatoother than assets
held by it as a fiduciary, custodian or otherwigedustomers;

The records of the Custodian with respect to Stesnvhich are maintained in a U.S. Securities @ysthall identify by
book-entry those Securities belonging to the Compan

The Custodian shall provide to the Company copiesl motices received from a U.S. Securities Systé# transfers of
Securities for the account of the Company; and

Anything to the contrary in this Agreement notwititeding, the Custodian shall not be liable to tkenany for any direct
loss, damage, cost, expense, liability or claithtoCompany resulting from use of any U.S. SeasiBystem (other than to
the extent resulting from the gross negligencefaasance or misconduct
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6.

of the Custodian itself, or from failure of the @dian to enforce effectively such rights as it rhaye against a U.S.
Securities System).

SECURITIES HELD OUTSIDE OF THE UNITED STATES

6.1 Appointment of Foreign Sehstodian The Company hereby authorizes and instruct€tigtodian in its sole discretion to
employ one or more Foreign Sub-custodians to aEligible Securities Depositories or as sub-custodo hold the Securities and
other assets of the Company maintained outsidetiited States, subject to the Company’s approvattordance with this Section.
If the Custodian wishes to appoint a Foreign Sustadian to hold property of the Company subjedhis Agreement, it will so notify
the Company and provide it with information readsipaecessary to determine any such new Foreigrc8stodians eligibility unde
Rule 17f-5 under the 1940 Act, including a copyha proposed agreement with such Foreign Gudtedian. The Company shall at
meeting of its board of directors next followinget of such notice and information give a writegproval or disapproval of the
proposed action.

6.2 Assets to be HeldThe Custodian shall limit the Securities andeothssets maintained in the custody of the For&ign
custodian to: (a) Foreign Securities and (b) cashcash equivalents in such amounts as the Com(fanmygh Proper Instructions)
may determine to be reasonably necessary to éffec€ompany’s transactions in such investments.

6.3 Omnibus AccounisThe Custodian may hold Foreign Securities atated Proceeds with one or more Foreign Sub-
custodians or Eligible Securities Depositoriesantecase in a single account with such Sub-custati&ecurities Depository that is
identified as belonging to the Custodian for theddi of its customers; provided however, thatrdeords of the Custodian with
respect to Securities and related Proceeds whichraperty of the Company maintained in such acigs)jshall identify by book-
entry those Securities and other property as bélgrig the Company

6.4 Reports Concerning Foreign Suilstodian The Custodian will supply to the Company, upeguest from time to time,
statements in respect of the Securities held bgiforSub-custodians or Eligible Securities Depo#) including an identification of
the Foreign Sub-custodians and Eligible Securibiepositories having physical possession of theifor8ecurities.

6.5 Transactions in Foreign Custody AcdouNotwithstanding any provision of this Agreemémthe contrary, settlement and
payment for Securities received by a Foreign Inestiary for the account of the Company may be effbat accordance with the
customary established securities trading or seesiitrocessing practices and procedures in thedjation or market in which the
transaction occurs, including delivering securit@she purchaser thereof or to a dealer therefoaif agent for such purchaser or
dealer) against a receipt with the expectatioreoéiving later payment for such securities fromhgoarchaser or dealer.
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6.6 Foreign Subustodian Each contract or agreement pursuant to whiclCtetodian employs a Foreign Sub-custodian shal
include provisions that provide: (i) for indemndiion or insurance arrangements (or any combinatidhe foregoing) such that the
Company will be adequately protected against tsieaf loss of assets held in accordance with soalract; (ii) that the Company’s
assets will not be subject to any right, chargeusty interest, lien or claim of any kind in favof the Sub-custodian or its creditors
(except a claim of payment for their safe custodgaministration) or, in the case of cash depobiss or rights in favor of creditors
of the Sub-custodian arising under bankruptcy,lirswy, or similar laws; (iii) that beneficial owrship for the Company’s assets will
be freely transferable without the payment of mooeyalue other than for safe custody or adminiitna (iv) that adequate records
will be maintained identifying the assets as belogdgo the Company or as being held by a thirdypfnt the benefit of the Company;
(v) that the Company’s independent public accoustauill be given access to those records or cordirom of the contents of those
records; and (vi) that the Company will receiveigadic reports with respect to the safekeeping ef@mmpany’s assets, including
notification of any transfer to or from a Compangtount or a third party account containing adsels for the benefit of the
Company. Such contract may contain, in lieu of angll of the provisions specified above, such pfirevisions that the Custodian
determines will provide, in their entirety, the saor a greater level of care and protection for Gany assets as the specified
provisions, in their entirety.

6.7 Custodidn Responsibility for Foreign Stiustodian

€) With respect to its responsibilities under thistiec6, the Custodian agrees to exercise reasogabde prudence and
diligence such as a person having responsibilitytfe safekeeping of property of the Company waxercise. The
Custodian further agrees that the Foreign Secsifiti# be subject to reasonable care, based osttmelards applicable to the
Custodian in the relevant market, if maintainechveiaich Foreign Sub-custodian, after considerinfpetbrs relevant to the
safekeeping of such assets, including: (i) the iGar8ub-custodias’ practices, procedures, and internal controldydieg the
physical protections available for certificatedws@ges (if applicable), the method of keeping cakal records, and the
security and data protection practices; (ii) whethe Foreign Sub-custodian has the requisite Gigdustrength to provide
reasonable care for Company assets; (iii) the Bor8ub-custodian’s general reputation and staraliay in the case of
Eligible Securities Depository, the Eligible Setigs Depository’s operating history and numberantipipants; and
(iv) whether the Company will have jurisdiction oand be able to enforce judgments against theigrofub-custodian,
such as by virtue of the existence of any officethe Foreign Sub-custodian in the United Stateth@/Sub-custodian’s
consent to service of process in the United States.

(b) At the end of each calendar quarter or at suctr dithes as the Company’s board of directors deeasanable and
appropriate based on the circumstances of the Coyfgoreign custody arrangements, the Custodiafi phovide written
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7.

reports notifying the board of directors of the G@my as to of the placement of the Foreign Seesrdind cash of the
Company with a particular Foreign Sub-custodian @nahy material changes in the Company’s foreigstady
arrangements. The Custodian shall promptly takhl steps as may be required to withdraw assetedttimpany from any
Foreign Sub-custodian that has ceased to mee¢tlurements of Rule 17-5 under the 1940 Act.

(c) The Custodian shall establish a system to monig@ppropriateness of maintaining the Company’stassith a particular
Foreign Sub-custodian and the performance of th&act governing the Company’s arrangements witth $toreign Sub-
custodian. To the extent the Custodian holds gor8ecurities and related Proceeds with one or iBligéle Securities
Depositories, the Custodian shall provide the Comgpeaith an analysis of the custody risks associatighl maintaining asse
with such Eligible Securities Depository and sinadinitor such custody risks on a continuing basts@omptly notify the
Company of any material change in these risks. Qimgtodian agrees to exercise reasonable caresmpreadnd diligence in
performing its obligations under this clause (f)the Custodian determines that a custody arraegéemith an Eligible
Securities Depository no longer meets the requirgsnef this Section, the Company’s Foreign Seasithust be withdrawn
from such depository as soon as reasonably pratgica

(d) The Custodian’s responsibility with respect to $leéection or appointment of a Foreign Sub-custodiail be limited to a
duty to exercise reasonable care in the selectioatention of such Foreign Intermediaries in lighprevailing settlement
and securities handling practices, procedures anttals in the relevant market. With respect to eosts, expenses,
damages, liabilities, or claims (including attorsegnd accountants’ fees) incurred as a resuli@ftts or the failure to act
by any Foreign Sub-custodian, the Custodian shkd teasonable action to recover such costs, eapetlamages, liabilities,
or claims from such Foreign Sub-custodian; provithed the Custodian’s sole liability in that regatdhll be limited to
amounts actually received by it from such Foreigieimediaries (exclusive of related costs and esggeimcurred by the
Custodian). The Custodian shall have no respoitgifidr any act or omission (or the insolvency afly Securities System
(including an Eligible Securities Depository). hretevent the Company incurs a loss due to thegesgle, willful
misconduct, or insolvency of a Securities Systeral(iding an Eligible Securities Depository), thes@dian shall make
reasonable endeavors, in its discretion, to semvery from the Eligible Securities Depository.

CERTAIN GENERAL TERMS

7.1 No Duty to Examine Underlying Instrumtge  Nothing herein shall obligate the Custodianetgiew or examine the terms of
any underlying limited liability company agreemestock or share certificate, share registrar, imsant, subscription agreement,
limited partnership agreement or other similar egrent or document evidencing or
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governing any Security to determine the validityffisiency, marketability or enforceability of arfecurity (and shall have no
responsibility for the genuineness or completetteseof), or otherwise.

7.2 Resolution of Discrepanciesin the event of any discrepancy between theinédion set forth in any report provided by the
Custodian to the Company and any information coetiin the books or records of the Company, the g2my shall promptly notify
the Custodian thereof and the parties shall coopéoadiligently resolve the discrepancy.

7.3 Improper Instructions Notwithstanding anything herein to the contrahg Custodian shall not be obligated to take any
action (or forebear from taking any action), whicteasonably determines to be contrary to the $esfthis Agreement or applicable
law. In no instance shall the Custodian be obdiddd provide services on any day that is not d@ri&ss Day.

7.4 Proper Instructions

€) The Company will give a notice to the Custodiarfoirm acceptable to the Custodian, specifying ti@es and specimen
signatures of persons authorized to give Propérucisons (collectively, “ Authorized Persohand each is an * Authorized
Persori’), which notice shall be signed by any two (2) Aaiized Persons previously certified to the CustodiThe
Custodian shall be entitled to rely upon the idgraind authority of such persons until it receiweiten notice from any two
(2) Authorized Persons of the Company to the coptrahe initial Authorized Persons are set fonthSchedule Aattached
hereto and made a part hereof (as such SchedumlayAe modified from time to time by written notitem the Company to
the Custodian); and the Company hereby represedtsarrants that the true and accurate specimeatsiges of such initial
Authorized Persons are set forth_on Schedule A

(b) The Custodian shall have no responsibility or ligbto the Company (or any other person or entiay)d shall be
indemnified and held harmless by the Company, énetbent that a subsequent written confirmatiomodial instruction fails
to conform to the oral instructions received by hestodian. The Custodian shall not have an ofitigao act in accordance
with purported instructions to the extent that tkenflict with applicable law or regulations, locahrket practice or the
Custodian’s operating policies and practices. Thstodian shall not be liable for any loss resglfiom a delay while it
obtains clarification of any Proper Instructions.

7.5 Actions Permitted Without Express AuthorityThe Custodian may, at its discretion, withoytress authority from the
Company:




(a) surrender Securities in temporary form for Secesitn definitive form;
(b) endorse for collection cheques, drafts and othgotieble instruments; and
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(c) in general attend to all nondiscretionary detailsonnection with the sale, exchange, substituponchase, transfer and
other dealings with the securities and propertthefCompany.

7.6 Evidence of Authority The Custodian shall be protected in acting ugoninstructions, notice, request, consent, ceatid,
instrument or paper reasonably believed by it tgduine and to have been properly executed orwite given by or on behalf of
the Company by any two (2) Authorized Persons. Tastodian may receive and accept a certificateesidpy any two (2) Authorize
Persons as conclusive evidence of:

(a) the authority of any person to act in accordandh wuch certificate; or
(b) any determination or action by the Company as dssttiin such certificate,

and such certificate may be considered as in dutld and effect until receipt by the Custodian aften notice to the contrary from
any two (2) Authorized Persons of the Company.

7.7 Receipt of Communications Any communication received by the Custodian @aywhich is not a Business Day or after
3:30 p.m., Eastern time (or such other time agtised by the Company and the Custodian from timirte), on a Business Day will
be deemed to have been received on the next Bedas(but in the case of communications so redeafter 3:30 p.m., Eastern
time, on a Business Day the Custodian will usbést efforts to process such communications as as@ossible after receipt).

COMPENSATION OF CUSTODIAN

8.1 Fees. The Custodian shall be entitled to compensdtioiits services as set forth in Schedule B

8.2 Expenses The Company agrees to pay or reimburse to tisto@ian upon its request from time to time all oreble and
documented out-of-pocket costs, disbursements,reggaand expenses (including reasonable and dotedifees and expenses of
external legal counsel) incurred, and any disbuesgsiand advances made (including any Account caftnesulting from any
settlement or assumed settlement, provisional Grefsirgeback, returned deposit item, reclaimedrgen or clawback, or the like), i
connection with the transactions contemplated heogelthe administration of this Agreement or pemfance by the Custodian of its
duties and services under this Agreement, from tortene (including costs and expenses of any aa®emed necessary by the
Custodian to collect any amounts owing to it urtiesr Agreement).

RESPONSIBILITY OF CUSTODIAN

9.1 General Duties The Custodian shall have no duties, obligatmm®sponsibilities under this Agreement or withpect to
the Securities or Proceeds except for such dusieseaexpressly and specifically set forth in fkigseement, and the
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duties and obligations of the Custodian shall Herdgined solely by the express provisions of thige®ment. No implied duties,
obligations or responsibilities shall be read ithitis Agreement against, or on the part of, the @lianh.

9.2 Instructions.

(a) The Custodian shall be entitled to refrain frominigkany action unless it has such instruction ifa form of Proper
Instructions) from the Company as it reasonablynderecessary, and shall be entitled to requiren aptice to the
Company, that Proper Instructions to it be in wgti The Custodian shall have no liability for agfion (or forbearance fro
action) taken pursuant to the Proper InstructiothefCompany.

(b) Whenever the Custodian is entitled or requireceteeive or obtain any communications or informapansuant to or as
contemplated by this Agreement, it shall be emtittereceive the same in writing, in form, contanti medium reasonably
acceptable to it and otherwise in accordance withagplicable terms of this Agreement; and whenawgrreport or other
information is required to be produced or distrdzliby the Custodian it shall be in form, contertt aredium reasonably
acceptable to it and the Company and otherwisedordance with any applicable terms of this Agresime

9.3 General Standards of CareNotwithstanding any terms herein contained &dbntrary, the acceptance by the Custodian of
its appointment hereunder is expressly subjedig¢ddllowing terms, which shall govern and apphe&zh of the terms and provisions
of this Agreement (whether or not so stated th¢rein

€) The Custodian may rely on (and shall be proteateatting or refraining from acting in reliance upany written notice,
instruction, statement, certificate, request, wagigensent, opinion, report, receipt or other pagatocument furnished to it
(including any of the foregoing provided to it lBlecopier or electronic means), not only as tdis execution and validity,
but also as to the truth and accuracy of any in&tion therein contained, which it in good faithibeés to be genuine and
signed or presented by the proper person (whithdrcase of any instruction from or on behalf & @ompany shall be any
two (2) Authorized Persons); and the Custodianl $feaéntitled to presume the genuineness and dherity of any signatut
appearing thereon. The Custodian shall not be dbtmmake any independent investigation into tlésfar matters stated in
any such notice, instruction, statement, certiicatquest, waiver, consent, opinion, report, faai other paper or
document; provided, however, that, if the form #&wdiis specifically prescribed by the terms of thggeement, the Custodian
shall examine the same to determine whether ittaotially conforms on its face to such requireméreeof.

(b) Neither the Custodian nor any of its directorsiceifs or employees shall be liable to anyone fgrearor of judgment, or for
any act done or step taken or
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(©)

(d)

()

(f)

(9)
(h)

omitted to be taken by it (or any of its directarfficers of employees), or for any mistake of factaw, or for anything
which it may do or refrain from doing in connectiearewith, unless such action or inaction congfgross negligence,
willful misconduct or bad faith on its part andhbreach of the terms of this Agreement. The Cuatodhall not be liable for
any action taken by it in good faith and reasonaiglyeved by it to be within powers conferred ujitpor taken by it pursuai
to any direction or instruction by which it is gomed hereunder, or omitted to be taken by it bgwaaof the lack of direction
or instruction required hereby for such action.c&pt as otherwise expressly provided herein, thedtiian shall not be unc
any obligation at any time to ascertain whetherGbenpany is in compliance with the 1940 Act, thgutations thereunder,
the Company'’s investment objectives and policies im effect.

In no event shall the Custodian be liable for ardiriect, special or consequential damages (inctuttist profits) whether or
not it has been advised of the likelihood of suameges.

The Custodian may consult with, and obtain advioenf legal counsel selected in good faith with eg$ppo any question as
to any of the provisions hereof or its duties hader, or any matter relating hereto, and the writtpinion or advice of such
counsel shall be full and complete authorizatiod protection in respect of any action taken, seffesr omitted by the
Custodian in good faith in accordance with the @pirand directions of such counsel; the reasonadseof such services
shall be reimbursed pursuant to Section 8.2 above.

The Custodian shall not be deemed to have notiempfact, claim or demand with respect heretossméetually known by
an employee working in its Corporate Trust Servigpesip and charged with responsibility for admigistg this Agreement
or unless received (and then only to the extergived) in writing by the Custodian at the applieaatidress(es) as set fortt
Section 15 and specifically referencing this Agreain

No provision of this Agreement shall require thest@dian to expend or risk its own funds, or to takg action (or forbear
from action) hereunder which might in its judgmamnolve any expense or any financial or other ligbunless it shall be
furnished with acceptable indemnification. Nothhrgrein shall obligate the Custodian to commenessgeute or defend
legal proceedings in any instance, whether on lbefithe Company or on its own behalf or otherwisih respect to any
matter arising hereunder, or relating to this Agrest or the services contemplated hereby.

The permissive right of the Custodian to take artioa hereunder shall not be construed as duty.

The Custodian may act or exercise its duties orguemereunder through agents, subcustodiansoconeyss, and the
Custodian shall not be liable or responsible

22




(i)
9.4

(@)

(b)

9.5

for the actions or omissions of any such agent;ssidodian or attorney (i) appointed with the Comyp&prior written
consent specifically acknowledging such limitatafdiability and (ii) maintained with reasonableeddare.

All indemnifications contained in this Agreementfavor of the Custodian shall survive the termioatdf this Agreement.

Indemnification; Custodids Lien.

The Company shall and does hereby indemnify and hatmless each of the Custodian, and any Foraigrc8stodian
appointed pursuant to Section 6.1 above, for aom finy and all costs and expenses (including redgdemttorneys fees an
expenses), and any and all losses, damages, daithigabilities, that may arise, be brought agaimshcurred by the
Custodian , and any advances or disbursements byatthe Custodian (including in respect of any Aattoaverdraft,
returned deposit item, chargeback, provisionalitredttlement or assumed settlement, reclaimedpay, claw-back or the
like), as a result of, relating to, or arising ofithis Agreement, or the administration or perfanoe of the Custodiasm'duties
hereunder, or the relationship between the Comfaniuding, for the avoidance of doubt, any suleigi and the Custodian
created hereby, other than such liabilities, losgasages, claims, costs and expenses as ardydagased by the
Custodian’s action or inaction constituting grosglligence, fraud or willful misconduct.

If the Company requires the Custodian, its af&tsubsidiaries or agents, to advance cash ortsesfior any purpose
(including but not limited to securities settlen®rforeign exchange contracts and assumed settfeoren the event that the
Custodian or its nominee shall incur or be asseasgdaxes, charges, expenses, assessments, otdiatslities in
connection with the performance of this Agreemertept such as may arise from the Custodian’sgfeesiant to this
Agreement or from its or its nominee’s own grosgligent action, gross negligent failure to actuftar willful misconduct,
or if the Company fails to compensate or pay thet@ilian pursuant to Section 8.1 or Section 9.4dieamy cash at any time
held for the account of the Company shall be sgcthierefor and should the Company fail to repay @ustodian promptly
(or, if specified, within the time frame providedrkin), the Custodian shall be entitled to utibzeilable cash to the extent
necessary to obtain reimbursement.

Force Majeure Without prejudice to the generality of the fovégy, the Custodian shall be without liability teetCompany

for any damage or loss resulting from or causedvmnts or circumstances beyond the Custodian’emaéte control, including
nationalization, expropriation, currency restriagpthe interruption, disruption or suspensiorhefiormal procedures and practice
any securities market, power, mechanical, commtioica or other technological failures or interropt$, computer viruses or the like,
fires, floods, earthquakes or other natural disastévil and military
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10.

disturbance, acts of war or terrorism, riots, retioh, acts of God, work stoppages, strikes, natidisasters of any kind, or other
similar events or acts; errors by the Company (idicig any Authorized Person) in its instructionshte Custodian; or changes in
applicable law, regulation or orders.

SECURITY CODES

If the Custodian issues to the Company securitgspgasswords or test keys in order that it maifyvéirat certain transmissions of
information, including Proper Instructions, haveberiginated by the Company, the Company sha#l tskcommercially reasonable steps to
safeguard any security codes, passwords, testdreyther security devices which the Custodian ghake available.

11.

12.

TAX LAW

111 Domestic Tax Law The Custodian shall have no responsibility ability for any obligations now or hereafter impdsmn

the Company, or the Custodian as custodian of deerBies or the Proceeds, by the tax law of th#ddrStates or any state or politi
subdivision thereof. The Custodian shall be kegemnified by and be without liability to the Comngeéfor such obligations includir
taxes (but excluding any income taxes assessabésjrect of compensation paid to the Custodianuamtgo this Agreement),
withholding, certification and reporting requirentgrclaims for exemption or refund, additions fatel payment interest, penalties and
other expenses (including legal expenses) thatheassessed against the Company, or the Custad@rstodian of the Securities or
Proceeds.

11.2 Foreign Tax Law It shall be the responsibility of the Companytiify the Custodian of the obligations imposedios
Company, or the Custodian as custodian of any §oi®ecurities or related Proceeds, by the tax Fareign (Ji.e., non-U.S.)
jurisdictions, including responsibility for withiaihg and other taxes, assessments or other govatmnarges, certifications and
government reporting. The sole responsibilityhaf Custodian with regard to such tax law shalldbase reasonable efforts to
cooperate with the Company with respect to anyrdddior exemption or refund under the tax law ofjtiresdictions for which the
Company has provided such information.

EFFECTIVE PERIOD, TERMINATION

12.1 Effective Date This Agreement shall become effective as oflits execution and delivery by each of the partigss
Agreement shall continue in full force and effentilterminated as hereinafter provided. This Agnent may be terminated by the
Custodian or the Company pursuant to Section 12.2.

12.2 Termination. This Agreement shall terminate upon the earbé$a) occurrence of the effective date of terrtiovaspecifiec
in any written notice of termination given by eithparty to the other not later than sixty (60) dpyisr to the effective date of
termination specified therein, and (b) such othage @f termination as may be mutually
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agreed upon by the parties in writing. If a susoegustodian shall have been appointed by the @oymphe Custodian shall, upon
receipt of a notice of acceptance by the successiodian, on such specified date of terminatiQriédiver directly to the successor
custodian all Securities (other than Securitied el Securities System) and cash then ownedéfftind and held by the Custodian
as custodian, and (b) transfer any Securities ineddSecurities System to an account of or forteefit of the Fund at the successor
custodian. In the event of the appointment of@sssor custodian, it is agreed that all Secutitédd by the Custodian, any sub-
custodian or nominee shall be delivered to theessmmr custodian; and the Custodian agrees to ctep&ith the Company in the
execution of documents and performance of othéor@ehecessary or desirable in order to substih&euccessor custodian for the
Custodian under this Agreement. The Company maywatime immediately terminate this Agreementhia évent of the appointme
of a conservator or receiver for the Custodiandgufatory authorities or upon the happening oka évent at the direction of an
appropriate regulatory agency or court of compgtaigdiction. Termination shall not affect anytbe liabilities either party owes to
the other arising under this Agreement prior tchstieécmination.

12.3 Resignation The Custodian may at any time resign underAgieement by giving not less than sixty (60) daggamce
written notice thereof to the Company. The Compaay at any time remove the Custodian under thiément by giving not less
than sixty (60) days advance written notice thetedhe Custodian.

12.4 Successaor Prior to the effective date of termination osthgreement, or the effective date of the resigmadr removal of
the Custodian, as the case may be, the ComparlygsreProper Instruction to the Custodian desimgaa successor Custodian, if
applicable.

125 Payment of Fees, etcUpon termination of this Agreement or resignatio removal of the Custodian, the Company shall
pay to the Custodian such compensation, and skaise reimburse the Custodian for its reasonebsts, expenses and
disbursements, as may be due as of the date oftstanation or resignation (or removal, as theeaagy be). All indemnifications
favor of the Custodian under this Agreement shakige the termination of this Agreement, or angigeation or removal of the
Custodian.

12.6 Final Report In the event of any resignation or removal & @ustodian, the Custodian shall provide to the oty a
complete final report or data file transfer of agnfidential Information as of the date of suchigeation or removal.

13. REPRESENTATIONS AND WARRANTIES

131 Representations of the Companirhe Company represents and warrants to the Giastthat:
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€) it has the power and authority to enter into andigom its obligations under this Agreement, anlas duly authorized,
executed and delivered this Agreement so as tditatesits valid and binding obligation; and

(b) in giving any instructions which purport to be “Pev Instructions” under this Agreement, the Compaitlyact in
accordance with the provisions of its articlesmafarporation and bylaws and any applicable lawsragdlations.

13.2 Representations of the Custodidrhe Custodian hereby represents and warranlgetGompany that:

€) it is qualified to act as a custodian pursuanteoti®n 26(a)(1) of the 1940 Act;

(b) it has the power and authority to enter into andigomn its obligations under this Agreement;

(c) it has duly authorized, executed and deliveredAlgieement so as to constitute its valid and bigdihligations; and

(d) it maintains business continuity policies and stadd that include data file backup and recovergguares that comply with

all applicable regulatory requirements.

14, PARTIES IN INTEREST; NO THIRD PARTY BENEFIT

This Agreement is not intended for, and shall retbnstrued to be intended for, the benefit ofthirg parties and may not be relied upon or
enforced by any third parties (other than succasaiod permitted assigns pursuant to Section 19).

15. NOTICES

Any Proper Instructions (to the extent given bydhamail, courier or telecopier) shall be givenhe following address (or such other addre:
either party may designate by written notice todtieer party), and otherwise any notices, approamatsother communications hereunder shall
be sufficient if made in writing and given to tharfles at the following address (or such other esilas either of them may subsequently
designate by notice to the other), given by (i)chdii) certified or registered mail, postage prielpdii) recognized courier or delivery service,
or (iv) confirmed telecopier or telex, with a dugalte sent on the same day by first class mail agesprepaid:

€) if to the Company or any Subsidiary,



Prospect Capital Corporation
10 East 40" Street, 44  Floor
Attention: Prospect Accounting
Fax No.: (212) 448-9652
Email: fax@prospectstreet.com
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pacct@prospectstreet.com
pl@prospectstreet.com

(b) if to the Custodian (other than in its role as Doemt Custodian), to

Israel Discount Bank of New York Ltd.
511 Fifth Avenue

New York, NY 10017

Ref: Prospect Capital Corporation
Attention: Mary Ann Higgins

Fax: 718-761-3433

Email: MHiggins@idbny.com

(c) if to the Custodian solely in its role as Docum@nstodian, to

Israel Discount Bank of New York Ltd.
511 Fifth Avenue

New York, NY 10017

Ref: Prospect Capital Corporation
Attn: Mary Ann Higgins

Fax: 718-761-3433

Email: MHiggins@idbny.com

16. CHOICE OF LAW AND JURISDICTION

This Agreement shall be construed, and the pravssibereof interpreted under and in accordance avithgoverned by the laws of the State o
New York for all purposes (without regard to itodae of law provisions); except to the extent slashs are inconsistent with federal securi
laws, including the 1940 Act, in which case sudtefal securities laws shall govern.

17. ENTIRE AGREEMENT; COUNTERPARTS

171 Complete AgreementThis Agreement constitutes the complete andusiat agreement of the parties with regard to the
matters addressed herein and supersedes and tersnias of the date hereof, all prior agreementmderstandings, oral or written,
between the parties to this Agreement relatingitdh snatters.

17.2 CounterpartsThis Agreement may be executed in any numbepohterparts and all counterparts taken togethadt sh
constitute one and the same instrument.

17.3 Facsimile SignaturesThe exchange of copies of this Agreement arsigefature pages by facsimile transmission or pdifl
constitute effective execution and delivery of tAreement as to the parties and may be usedurofighe original Agreement for all
purposes. Signatures of the parties transmittefddsimile or pdf shall be deemed to be their aagsignatures for all purposes.
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18.

19.

20.

AMENDMENT; WAIVER

18.1 Amendment This Agreement may not be amended except byaress written instrument duly executed by eacthef
Company and the Custodian (and not by an ema#mesof emails); provided, that in the case ofGoepany, such amendment m
be signed in blue ink by the Chief Executive Offioe President of the Company or their successors.

18.2 Waiver In no instance shall any delay or failure tolzetdeemed to be or effective as a waiver of agtytrpower or term
hereunder, unless and except to the extent suclemigiset forth in an express written instrumégmead by the party against whom it
is to be charged (and not by an email or seriesvdils); provided, that in the case of the Compaungh waiver must be signed in b
ink by the Chief Executive Officer or Presidentloé Company or their successors.

SUCCESSOR AND ASSIGNS

19.1 Successors Bound'he covenants and agreements set forth heralhtshbinding upon and inure to the benefit ofteat
the parties and their respective successors amdtpent assigns. Neither party shall be permittedgsign their rights under this
Agreement without the written consent of the ofbemnty; provided, however, that the foregoing shati limit the ability of the
Custodian to delegate certain duties or services perform them through agents or attorneys apediwith due care as expressly
provided in this Agreement.

19.2 Merger and ConsolidatiorAny corporation or association into which thes@alian may be merged or converted or with
which it may be consolidated, or any corporatiomassociation resulting from any merger, conversiooonsolidation to which the
Custodian shall be a party, or any corporationsspoaiation to which the Custodian transfers affudsstantially all of its corporate trt
business, shall be the successor of the Custodiguhder, and shall succeed to all of the righusigus and duties of the Custodian
hereunder, without the execution or filing of arappr or any further act on the part of any of thdips hereto.

SEVERABILITY

The terms of this Agreement are hereby declardx tgeverable, such that if any term hereof is detexd to be invalid or unenforceable, such
determination shall not affect the remaining terr8s.ould any part of this Agreement be held invalidinenforceable in any jurisdiction, the
invalid or unenforceable portion or portions sllremoved (and no more) only in that jurisdictiand the remainder shall be enforced as
as possible (removing the minimum amount possihl&)at jurisdiction. In lieu of such invalid onenforceable provision, the parties hereto
will negotiate in good faith to add automaticallyapart of this Agreement a legal, valid and exdable provision as similar in terms to such
invalid or unenforceable provision as may be pdssib
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21. REQUEST FOR INSTRUCTIONS

If, in performing its duties under this Agreemehg Custodian is required to decide between altemaourses of action, the Custodian may
(but shall not be obliged to) request written instions from the Company as to the course of aat@sired by it. If the Custodian does not
receive such instructions within two (2) Businesg/®after it has requested them, the Custodian mayshall be under no duty to, take or
refrain from taking any such courses of actione Tustodian shall act in accordance with instraticeceived from the Company in response
to such request after such two-Business Day penadpt to the extent it has already taken, or cdtadhitself to take, action inconsistent with
such instructions.

22. OTHER BUSINESS

Nothing herein shall prevent the Custodian or aniysaffiliates from engaging in other businessfrom entering into any other transactior
financial or other relationship with, or receivifeges from or from rendering services of any kindh® Company or any other Person. Nothing
contained in this Agreement shall constitute thenfany and/or the Custodian (and/or any other Pge®members of any partnership, joint
venture, association, syndicate, unincorporatethbas or similar assignment as a result of or biy®iof the engagement or relationship
established by this Agreement.

23. REPRODUCTION OF DOCUMENTS

This Agreement and all schedules, exhibits, attatimmand amendment hereto may be reproduced bytentggraphic, photostatic, microfilm,
micro-card, miniature photographic or other simpancess. The parties hereto each agree thatuahyreproduction shall be admissible in
evidence as the original itself in any judicialasiministrative proceeding, whether or not the aagis in existence and whether or not such
reproduction was made by a party in the regularsmof business, and that any enlargement, faesonifurther production shall likewise be
admissible in evidence.

24, MISCELLANEOUS

The Company acknowledges receipt of the followintgae:

“ IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPENING A NEW ACCOUNT .

To help the government fight the funding of terrorism and money laundering activities, Federal law regjres all financial
institutions to obtain, verify and record information that identifies each person who opens an accounfor a non-individual
person such as a business entity, a charity, a trugr other legal entity the Custodian will ask fordocumentation to verify its
formation and existence as a legal entity. The Ctexlian may also ask to see financial statementsgdinses, identification and
authorization documents from individuals claiming authority to represent the entity or other relevantdocumentation.”
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SCHEDULE A

CERTIFICATE OF AUTHORIZED PERSONS

The undersigned hereby certifies that he/she igltiheelected and acting Secretary of Prospectt@laporporation (the “Client”), and
further certifies that the following officers or ptoyees of the Client have been duly authorizediorer Instructions to the Custodian purst
to the Agreement between the Client and Custodiated April 24, 2013, and that the signatures agipgapposite their names are true and
correct:

John F. Barry Il Chairman and CE!( /s/ John F. Barry |l
Name Title Signature
M. Grier Eliasek President and CO /sl M. Grier Eliasel
Name Title Signature
Brian H. Oswalc CFO, Secretary and Treasu /s/ Brian H. Oswalc
Name Title Signature
Name Title Signature
Name Title Signature
Name Title Signature
Name Title Signature
Name Title Signature

This certificate supersedes any certificate of Atted Persons you may currently have on file.

By: /s/ M. Grier Eliasel
Name: M. Grier Eliase
Title: President and CO

Date: April 24, 2013




IN WITNESS WHEREOF, each of the parties has catisisdAgreement to be executed and delivered byhaaiuhorized officer,
intending the same to take effect as of the degéiritten above.

Witness: PROSPECT CAPITAL CORPORATION
/s/ Brian H. Oswalt By: /s/ M. Grier Eliasel

Name: Brian H. Oswald Name: M. Grier Eliasek

Title:  CFO, Secretary and Treasu Title:  President and CO

Witness: ISRAEL DISCOUNT

BANK OF NEW YORK LTD.

/s/ Mary Ann Higgins By: /s/ Dominick Lombardi as Truste

Name: Mary Ann Higgins Name:
Title:  Vice Presiden Title:




SCHEDULE B
FEES

Compensation for the role of custodian and all o#fteministrative and reporting functions under Ghestody 0.05% per annu
Agreement. Fee to be paid quarterly in arre




Exhibit 14

CODE OF ETHICS
FOR
PROSPECT CAPITAL CORPORATION
PROSPECT CAPITAL MANAGEMENT, LLC
(Board Approved: August 20, 2013)

Section I. Statement of General Fiduciary Principles

This Code of Ethics (the “Code”) has been adopteddrh of Prospect Capital Corporation and its alisiasted subsidiaries (“PCC” or the
“Corporation”), and Prospect Capital ManagementCl the investment adviser (the “Adviser” or “PCMdf the Corporation (together
“Prospect”) , in compliance with Rule 17j-1 undlee Investment Company Act of 1940 (the “1940 Aeifid Rule 204A-1 under the
Investment Advisers Act of 1940 (the “Advisers ActThe purpose of the Code is to establish stalsdand procedures for the detection and
prevention of activities by which persons havingwitedge of the investments, investment intentiors ather non-public information of the
Corporation may abuse their fiduciary duty to thergdration, and otherwise to deal with the typesasfflict of interest situations to which
Rule 17j-1 and Rule 204A-1 are addressed.

The Code is based on the principle that the dirscad officers of the Corporation, and the marggmartners, officers and employees of the
Adviser, who provide services to the Corporatidnowe a fiduciary duty to the Corporation to contltheir personal securities transactions in
a manner that does not interfere with the Corpon&itransactions or otherwise take unfair advantégeedr relationship with the Corporatic
and (ii) owe a fiduciary duty of care, loyalty, lesty and good faith to act in the best interesth®@Corporation and its shareholders. All
Access Persons (as defined below) are expectagtherato this general principle as well as to cgmygth all of the specific provisions of this
Code that are applicable to them. Any Access Perdw is affiliated with another entity that isegistered investment adviser is, in addition,
expected to comply with the provisions of the coflethics that has been adopted by such othertimess adviser.

Technical compliance with the Code will not autoiceity insulate any Access Person from scrutinyrafsactions that show a pattern of
compromise or abuse of the individual's fiduciantydto the Corporation. Accordingly, all Access$dms must seek to avoid any actual or
potential conflicts between their personal intesestd the interests of the Corporation and itsedtwdders. In sum, all Access Persons shall
place the interests of the Corporation before thein personal interests.

All Access Persons must read and retain this Coéghics.
Section Il Definitions

(A) “Access Person” means any Supervised Person (eeeddfelow) of the Adviser who has access to ndlipinformation regarding the
Corporation or any other clients’ purchase or séleecurities, or non-public information regardihg portfolio holdings of the
Corporation or any other clients for which the Agbri serves as investment adviser, or whose investmdeiser or principal underwriter
controls (as defined below) the Adviser, is coémby the Adviser, or is under common control wite Adviser, or Advisory Person (as
defined below) of the Corporation or the Adviser.

(B) An “Advisory Person” of the Corporation or the Ader means: (i) any director, officer, general paror employee of the Corporation
or the Adviser, or any company in a control relasioip to the Corporation or the Adviser, who inmection with his or her regular
functions or duties makes, participates in, or inlstinformation regarding the purchase or salengf@overed Security (as defined belc
by the Corporation, or whose functions relate torttaking of any recommendation with respect to suskhases or sales; and (ii) any
natural person in a control relationship to thep@oation or the Adviser, who obtains informatiomcerning recommendations made to
the Corporation with regard to the purchase or shémy Covered Security by the Corporation.




(©)

(D)
(E)

(F)

“Beneficial Ownership” is interpreted in the samarmer as it would be under Rule 16a-1(a)(2) urtteiSecurities Exchange Act of
1934, as amended (the “1934 Act”). Under this Ralperson is deemed to have beneficial ownerdhapsecurity if the person, directly
or indirectly, through contract, arrangement, ustierding, relationship or otherwise, has or shamdisect or indirect pecuniary interes
such security. A “pecuniary interesti a security means the opportunity, directly afiiactly, to profit or share in any profit derivéem
a transaction in the security. A person is pregutoéhave an “indirect pecuniary interest” in sétes held by a member of his or her
“Immediate Family” (although this presumption mayrebutted). For purposes of the Rule, “Immedratmily” means any child,
stepchild, grandchild, parent, stepparent, grarefgaspouse, sibling, mother-in-law, father-in-lagn-in-law, daughter-in-law, brother-
in-law, or sister-in-law, and shall include adoptielationships. An indirect pecuniary interesbahcludes, among other things:

. a general partner’s proportionate interest in thefplio securities held by a general or limitedtparship;

. subject to certain exceptions specified in the Ralleerformance-related fee, other than an assedfae, received by any
broker, dealer, bank, insurance company, investm@mpany, investment adviser, investment managestee or person or
entity performing a similar function;

. a person’s right to dividends that is separateseparable from the underlying securities;
. a person’s interest in securities held by certaists; and
. a person’s right to acquire equity securities tigitothe exercise or conversion of any derivativaisgg whether or not

presently exercisable. The term “derivative seglrneans any option, warrant, convertible securityglstappreciation righ
or similar right with an exercise or conversiorvjleige at a price related to an equity securitysiorilar securities with a
value derived from the value of an equity security.

A person who is a shareholder of a corporatioriroilar entity is not deemed to have a pecuniargnest in portfolio securities held
the corporation or the entity if the shareholdaras a controlling shareholder of the corporatiothe entity and does not have or st
investment control over the corporation’s or thétgis portfolio.

“Chief Compliance Officer” means the Chief ComptarOfficer of the Corporation or the Adviser, as tontext requires.

“Control” shall have the same meaning as thatah in Section 2(a)(9) of the 1940 Act. Under 11840 Act, “control” means the
power to exercise a controlling influence over theenagement or policies of a company, unless sualepis solely the result of an
official position with the company. A person igpumed to control a company if he or she owns @aky, either directly or through
one or more controlled companies, more than 25%efoting securities of that company.

“Covered Security” means a security as definedecti®n 2(a)(36) of the 1940 Act and Section 202@)) of the Advisers Act, which
includes: any note, stock, treasury stock, sectuiiyre, bond, debenture, evidence of indebtedmessficate of interest or participation
in any profit-sharing agreement, collateral-trusti€icate, pre-organization certificate or subgtian, transferable share, investment
contract, voting-trust certificate, certificateddposit for a security, fractional undivided intgrim oil, gas, or other mineral rights, any
put, call, straddle, option, or privilege on angwgty (including a certificate of deposit) or onyagroup or index of securities (including
any interest therein or based on the value thereoBny put, call, straddle, option, or privilegigered into on a national securities
exchange relating to foreign currency, or, in gah@my interest or instrument commonly known &segurity,” or any certificate of
interest or participation in, temporary or inter@ertificate for, receipt for, guarantee of, or vaatror right to subscribe to or purchase,
of the foregoing. Covered Security also means aohange traded fund.




(G)

(H)

(N

()

(K)

(L)

“Covered Security” does not include: (i) directighkions of the Government of the United Statésbénkers’ acceptances, bank
certificates of deposit, commercial paper and hjgality short-term debt instruments, including negnvase agreements; (iii) shares issue
by money market funds; (iv) shares issued by opghigvestment companies registered under the 1@4€hat are not Reportable Funds
(as defined below); and (v) shares issued by na&stment trusts that are invested exclusivelyn@ @ more open-end investment
companies registered under the 1940 Act, none aftwdre Reportable Funds.

References to a Covered Security in this Code, (@ jgrohibition or requirement applicable to theghase or sale of a Covered Security)
shall be deemed to refer to and to include anyawaifior, option in, or security immediately conviele into that Covered Security, and
shall also include any instrument that has an imvest return or value that is based, in whole grart, on that Covered Security
(collectively, “Derivatives”). Therefore, excep atherwise specifically provided by this Codeafiy prohibition or requirement of this
Code applicable to the purchase or sale of a Cdv@eeurity shall also be applicable to the purcloasale of a Derivative relating to tt
Covered Security; and (ii) any prohibition or regunent of this Code applicable to the purchaseleraf a Derivative shall also be
applicable to the purchase or sale of a Coveredrgcelating to that Derivative.

“Independent Director” means a director of the @oaggion who is not an “interested person” of thepoeoation within the meaning of
Section 2(a)(19) of the 1940 Act.

“Initial Public Offering” means an offering of seties registered under the Securities Act of 1@88 “1933 Act”), the issuer of which,
immediately before the registration, was not sutti@the reporting requirements of Sections 135{d}of the 1934 Act.

“Limited Offering” means an offering that is exenfgim registration under the 1933 Act pursuantéct®n 4(2) or Section 4(6) thereof
or pursuant to Rule 504, Rule 505, or Rule 506¢tieder.

“Reportable Fund” means any investment companystexgid under the 1940 Act: (i) for which the Adviserves as an investment
adviser; or (i) whose investment adviser or piatiunderwriter controls the Adviser, is controlledthe Adviser or is under common
control with the Adviser.

“Security Held or to be Acquired” by the Corporatimeans: (i) any Covered Security which, withia thost recent 15 days: (A) is or
has been held by the Corporation; or (B) is beinlgas been considered by the Corporation or thas&d¥or purchase by the
Corporation; and (ii) any option to purchase of, s&ld any security convertible into or exchangedbt, a Covered Security described in
Section Il (F).

“Supervised Person” means any partner, officegatiar (or other person occupying a similar statysesforming similar functions) or
employee of the Adviser, or other person who presithvestment advice on behalf of the Adviser arglibject to the supervision and
control of the Adviser.

Section Il Objective and General Prohibitions

A. As set forth in this Code, all Supervisedgeis must comply with applicable federal securib@ss and regulations. Access Persons ma)
not engage in any investment transaction undeuristances in which he or she benefits from or fates with the purchase or sale of
investments by the Corporation (or the Adviser ehdif of the Corporation). In addition, Accessddais may not use information concerning
the investments or investment intentions of thepGration, or such person’s ability to improperlfluence such investment intentions, for
personal gain or in a manner detrimental to therasts of the Corporation.




Access Persons may not engage in conduct thatésttig, fraudulent or manipulative, or that invels/false or misleading statements, in
connection with the purchase or sale of investmientthe Corporation. In this regard, Access Pesstould recognize that Rule 17j-1 makes
it unlawful for any affiliated person of the Corption, or any affiliated person of an investmentiser for the Corporation, in connection with
the purchase or sale, directly or indirectly, by frerson of a Security Held or to be Acquired ley@worporation to:

0] employ any device, scheme or artifice to defrawdGbrporation;

(i) make any untrue statement of a material fact taCwgoration or omit to state to the Corporation a
material fact necessary in order to make the stsmade, in light of the circumstances under wttiey
are made, not misleading;

(iii) engage in any act, practice or course of busimegoperates or would operate as a fraud or depeit the
Corporation; or
(iv) engage in any manipulative practice with respetti¢oCorporation.

Access Persons should also recognize that a \dalafithis Code, Rule 17j-1 or Rule 204A-1 may fesuthe imposition of: (1) sanctions as
provided by Section VIII below; or (2) administsagi civil and, in certain cases, criminal fineqy&#ns or penalties. No Access Person may
trade any security without advance approval frorApproving Officer.

B. For purposes of this Section 111.B, (i) “Presp’ shall mean Prospect Capital Corporation, Rros@apital Management, LLC, Prospect
Administration, LLC, and any affiliate or portfolmompany of any of the foregoing; (ii) “AP” shallean any Access Person; and

(i) “relationship” shall mean, without limitatigrany employment, consulting or other arrangemétht Rrospect. For a period ending on the
later of (a) two years after the most recent catiah hereof to any AP, and (b) one year aftanieation of any AP’s relationship with
Prospect, such AP shall not enter into discusdimna commercial relationship, nor consummate aroencial relationship, with (i) Prospect,
(ii) any person, entity or counterparty (x) with iatn Prospect has communicated, (y) as to whichg&dshas considered issuing a term she
similar document, or (z) that Prospect has beetsicussions with about a term sheet or similar dwmnt, in the case of each of (x), (y) or (2),
at any time during the course of such AP’s relaiop with Prospect.

Notwithstanding any other provision, document aieagent, each AP agrees (a) to comply with dufiésyalty, full disclosure, fairness ar
honesty, and all common law duties imposed on ARd;(b) not to aid any competitor or potential cetitpr of Prospect engaged or seekin
engage in senior, first lien, second lien, subatdid or mezzanine lending or private equity (gheaNew York, New Jersey, Connecticut “Tri
State” area, (b) east of the Mississippi River,iifdhe United States, or (d) in North Americat@do anything with any such competitor or
potential competitor to the potential detrimenPobspect during the course of such AP’s relatignahih Prospect and for one year thereafter.
For a period ending on the later of (a) two yedter ahe most recent circulation hereof to any ARd (b) one year after termination of any AP’
relationship with Prospect, such AP shall not sotiny person or personnel associated with Progpesbrk elsewhere, or compete with
Prospect, or do anything that could or might paadigtimpair, in any way, any aspect of Prospebtisiness or any aspect of PCM’s
relationship with Prospect. Junior personnel angbae with titles of associate and below must previvo weeks, and anyone with a title,
position or level senior to associate must prowide month, notice before making a resignation graher voluntary termination effective,
and shall not take employment elsewhere duringnttiee period even if involuntarily terminated bgoBpect. Notwithstanding any other
provision, document or agreement, each AP agrsescandition of any offer of a relationship andre# continuation of any relationship, that
the agreements set forth in this Section Ill.Bamontract between such AP and Prospect, enfore@ald contract ancillary to such AP’s
relationship with Prospect, without which no suetationship would be permitted to exist.

Each AP agrees to respect the confidentiality lof@ifidential or proprietary information obtainad a result of or in the course of such AP’s
relationship with Prospect and not to use any smitlimation for any purpose, except as directedPtyspect in writing. Each AP agrees nc
use any such confidential or proprietary informatio compete with or potentially harm Prospecinany other way,




except as directed by Prospect in writing.

Each AP of Prospect, and of any company Prospeesta in, is required to obey all standards of pneg and safety, and to comply at all ti
with all civil and criminal legal standards, inclag but not limited to all international, federatate, local, SRO, and other duly constituted
authority laws, regulations, procedures and prds@nd best practices, at all times, at work,caé, on vacation, domestically and
internationally, and to do everything possiblelbtimes to avoid any potential risk, harm or injupo the person or property of anyone or
anything else, wherever situated. Accordinglyt assillustrative examples, it shall be a violatafrthe Compliance Manual of each of PCC
PCM to talk on a cell phone while driving, text reage while driving, drive while under the influerafealcohol, drive above applicable speed
limits, trespass, refuse to cooperate with an effiski or snowboard faster than is prudent, listean iPod while snowboarding, jaywalk,

or fail to exercise due care on a golf coursehatieach, walking on the streets of New York Gitgking discriminatory or hurtful remarks,
faces or gestures, etc. The above list is desitmbd illustrative only and in no way exhaustitepses of sound judgment are violations o
Compliance Manual of each of PCC and PCM.

Annex Ais an integral part of this Section I11.B as fullg if set forth hereim haec verba
Section IV Prohibited Transactions

Access Persons must comply with Section 9.4.2efttiviser's Compliance Manual, which is excerptetbty and may not purchase or sell
any individual publicly traded security without ahce approval from the CCO of PCM or the CCO of P@GAitual Funds are exempt from
this prohibition.

9.4.2 Restricted Lists Upon notice that an employee d¥/HEin possession of any material, non-public infation regarding an issuer, or
otherwise at his or her discretion, the Chief Cdanle Officer of PCM will place the issuer on a $Reeted List” and circulate the list to
employees. PCM officers, employees and their imatedamily members are prohibited from personailypn behalf of an advisory account,
purchasing or selling securities of an issuer dpgny period the issuer is listed on the Restritistl Issuers of which PCM employees are
expected to have material, non-public informatioraaegular basis should generally be placed oR#stricted List. The Chief Compliance
Officer of PCM shall take steps to immediately imfoall employees of the issuers listed on the Restt List.

Personal Trading of PSEC shares
No affiliate, director, member, officer or employeePCC or PCM, or any other person who has adcesar-public information pertaining to

the operations, assets, investment activitieslwranaterial matters concerning the Corporatiorc€#ss Persons”) and their immediate family
members may trade in the Corporation’s shares (°Skares”):

0] under any circumstances, when in possession ofri@laten-public information;
(i) without advance permission of one of the CCO of RECCO of PCM (the “Approving Officers”);
(iii) without providing a written confirm of any permittérade under paragraph (ii) above immediatelyh&Approving Officers; ar

(iv) other than during the period beginning on the esgrday immediately following any earnings calbh®} or on behalf of PCC
and ending on the later of (x) the four week anrsigey of such date, or (y) one week before theddrde next fiscal quarter;
provided, that such “trading window” shall be clds# any time any Approving Officer comes into pssson of material non-
public information.

Notwithstanding the foregoing, an Access Persamigpermitted to short PSEC Shares (or enter inyolzerivative which has the econon
effect of increasing in value when PSEC Sharesedeerin




value). Upon submitting prospective trades toApproving Officers for pre-approval, the applicavill be informed of any restrictions or
black-out periods due to 10Q or 10K filings or &y other reason that warrants suspension of fydmimAccess Persons in order to comply
with applicable laws and regulations and the peti@and procedures of PCC or PCM.

Additionally, Access Persons may make transactio®SEC Shares outside the trading window if theyraade pursuant to a predetermined,
non-discretionary trading plan, provided such gias been reviewed and approved by the PCM CC@ddition, the Adviser may grant stock
or other forms of equity of the Corporation to accdss Person outside the trading window if it islengursuant to a predetermined employee
stock plan or vesting schedule, provided such drastbeen reviewed and approved by the PCM CCO.

(A) Advisory Persons of the Corporation or the Adviserst obtain approval from the Corporation or thevi8dr, as the case may be, before
directly or indirectly acquiring Beneficial Owneiphn any securities in an Initial Public Offerig in a Limited Offering. Such appro\
must be obtained from the Chief Compliance Offizkethe Corporation or the Adviser, as the case beyunless he is the person seeking
such approval, in which case it must be obtainedhfthe President of the Corporation or of the Aéis

(B) No Access Person shall recommend any transactianyirCovered Securities by the Corporation withwauing disclosed to the Chief
Compliance Officer of the Adviser and the Corpamatihis or her interest, if any, in such Coveredusigy or the issuer thereof, includir
the Access Person’s Beneficial Ownership of anyeCed Securities of such issuer; any contemplatetséiction by the Access Person in
such Covered Securities; any position or other egoa interest that the Access Person has with mstker; and any present or proposed
business relationship between such issuer and¢hess Person (or a party in which the Access Pdrasm significant interest).

(C) An Access Person must comply with the Adviser'sdestrading policies and procedures with respechaterial non-public
information. Please refer to the section entitledider Trading Procedures” in the Adviser's Coiapte Manual.

Section V Reports by Access Persons
(A) Quarterly Transaction and Annual Holdings Compliance Acknowledgement Form.

All Access Persons shall within 10 days of the datavhich they become Access Persons, and thereafthin 15 days after the end of each
calendar quarter, disclose the title and type ofisty, and as applicable the exchange ticker symmb@USIP number, number of shares or
principal amount, and the trade price of all CodeBecurities in which they have a direct or indif®eneficial Ownership as of a date no more
than 15 days before the person became an AccessrP@r the case of such person’s initial reparti @0 more than 15 days before such repo
is submitted, in the case of annual reports. Bine fof such report, entitled the Quarterly Transascand Annual Holdings Compliance
Acknowledgement Formis attached at the end of this document and has &yggroved by the Chief Compliance Officer of thdviser. Each
Quarterly Transaction and Annual Holdings CompleaAcknowledgement Form must also disclose the nafraay broker, dealer or bank
with whom the Access Person maintains or maintaamedccount in which any securities were heldHerdirect or indirect benefit of the
Access Person as of the date the person becamecassAPerson or as of the last day of the mosttrgearter, as the case may be. Each
Quarterly Transaction and Annual Holdings CompleAcknowledgement Form shall state the date ieisgpsubmitted. For purposes of this
section, the term “Access Person” shall also inelsidch person’s Immediate Family sharing the sasmséhold.

A Quarterly Transaction and Compliance Annual Hodgi Acknowledgement Form must contain the followirfgrmation with respect to ea
reportable transaction:




(1) Date and nature of the transaction (purchase osalay other type of acquisition or disposition);

(2) Title, and as applicable the exchange ticker syrob@USIP number, interest rate and maturity datejber of shares or principal

amount of each Covered Security involved, and tieef the Covered Security at which the trangectias effected;

(3) Name of the broker, dealer or bank with or throudfom the transaction was effected; and

(4) The date the report is submitted by the AccessoRers

(B) Exceptions to Reporting Requirements.

(1) Independent Directors

Notwithstanding the reporting requirements sethfamtthis Section V, an Independent Director whailddoe required to make a reg
under this Section V solely by reason of beingraador of the Corporation is not required to fil®aarterly Transaction and Annual
Holdings Compliance Acknowledgement Form upon beangra director of the Corporation. Such an Indeleen Director remains
exempt from filing such Quarterly Transaction anth&al Holdings Compliance Acknowledgement Form&ssisuch director knew
or, in the ordinary course of fulfilling his or hefficial duties as a director of the Corporatishpuld have known that during the 15-
day period immediately preceding or after the dditie transaction in a Covered Security by theator, such Covered Security is or
was purchased or sold by the Corporation, or thea@ation or the Adviser considered purchasingetligy such Covered Security.

(2) Access Persons

An Access Person need not make any report undéioBactwith respect to transactions effected ford £overed Securities held in,
any account over which the Access Person has rotdir indirect influence or control.

An Access Person of the Adviser need not submitiart@rly Transaction and Annual Holdings CompliaAc&nowledgement

Form if all of the information in the report woutldiplicate information held by the Adviser in iteoeds that are required to be
recorded pursuant to Rule 204-2(a)(13) under thaskds Act, as amended, so long as the Adviseivessuch information no later
than 15 days after the end of the applicable caleqdarter.

(C) Brokerage Accounts and Statements.

Access Persons, except Independent Directors; shall

1.

within 15 days after the end of each calendar guadentify the name of the broker, dealer or baitk whom the Access Person
established an account in which any securities Wwel@ during the quarter for the direct or indirbenefit of the Access Person and
identify any new account(s) and the date the ad¢sluwere established. This information shallieluded on the appropriate
Quarterly Transaction and Annual Holdings CompleAcknowledgement Form.

Instruct the brokers, dealers or banks with whoey timaintain such an account to provide duplicateawet statements to the Chief
Compliance Officer of the Adviser.

On an annual basis, certify that they have compiliitk the requirements of (1) and (2) above as idex for in the Quarterly
Transaction and Annual Holdings Compliance Acknalgkament Form.




(D) Form of Reports.

A Quarterly Transaction and Annual Holdings Comptia Acknowledgement Form may be attached to brstieéements or other statements
which provide a list of all personal Covered Sesiholdings and transactions in the time permeeeed by the report and contain the
information required in the Quarterly Transaction &nnual Holdings Compliance Acknowledgement Form.

(E) Responsibility to Report.

It is the responsibility of each Access Persorake tthe initiative to comply with the requiremeatghis Section V. Any effort by the
Corporation, or by the Adviser and its affiliatés facilitate the reporting process does not changster that responsibility.

(F) Where to File Reports.

All Quarterly Transaction and Annual Holdings Comapte Acknowledgement Forms must be filed withGgef Compliance Officer of the
Adviser or his or her appointee.

(G) Disclaimers.

Any report required by this Section V may contastatement that the report will not be construedraadmission that the person making the
report has any direct or indirect Beneficial Owihgrsn the Covered Security to which the reporates.

Section VI Additional Prohibitions
(A) Confidentiality.

Until disclosed in a public report to shareholdarso the Securities and Exchange Commission imthimal course, it is the Adviser's
fiduciary duty to keep all information concernirgetidentity of security holdings and financial cinestances of the Corporation confidential.
In addition, all information concerning the sedest“being considered for purchase or sale” byGbeporation shall be kept confidential by all
Access Persons and disclosed by them to other A¢&sons only on a “need to know” basis or asreibe permitted by law. It shall be the
responsibility of the Chief Compliance Officer betAdviser and the Corporation to report any inadeg found in this regard to the directors
of the Corporation.

(B) Outside Business Activities and Directorships.

Access Persons may not engage in any outside lsgsamtivities that may give rise to actual, ordppearance of, conflicts of interest, interfere
with the duties to the Corporation or the Adviserptherwise jeopardize the integrity or reputatidithe Corporation or the Adviser. Simila
no such outside business activities may be inctargisvith the interests of the Corporation or thiviser. Access Persons may not use the
Corporation’s or Adviser's name or related traddwmdor personal benefit (or for the benefit of mdtparty). All directorships of public or
private companies held by Access Persons shamted to the Chief Compliance Officer of the Asdriand the Corporation.

Section VII Certification

(A) Initial, Quarterly and Annual Certification.

It is the duty of each Access Person to read adénstand the Code of Ethics and consult with thiefGBompliance Officer of the Adviser

with respect to any portion of the Code that isclearly understood. Access Persons who are diganhanagers, officers or employees of the

Corporation or the Adviser shall be required tdifemitially, quarterly and annually that theyveread this Code and that they understand it
and recognize that they are subject to it and agreemply with its terms.

Furthermore, each time an amendment to the Catlade, Access Persons shall be required to submittan acknowledgement that they
have received, read and understood the amendneethis Code and agree to comply with its terms.

On a quarterly and annual basis, Access Persofixshify their understanding of the Code of Ethand the Compliance Manuals by signing
and submitting the Quarterly Transaction and Anti@tings Compliance Acknowledgement Form to thee€&ompliance Officer of the
Adviser or such designee. The quarterly and anfioual serves a two-fold purpose: the reporting@fspnal securities transactions and
acknowledgement and the understanding of the CbHE¢hés.

(B) Board Review.

No less frequently than annually, the Chief Commpd@ Officers of the Corporation and the Adviser numish to the Corporatics board of
directors, and the board must consider, a writbgonrt that: (A) describes any issues arising uttderCode of Ethics or procedures since the
last report to the board, including, but not lirdite, information about material violations of #@ede or procedures and sanctions imposed in
response to material violations; and (B) certiftest the Corporation or the Adviser, as applicabées adopted procedures reasonably necess:
to prevent Access Persons from violating the Code.



Section VI Sanctions

Any violation of this Code shall be subject to timposition of such sanctions by the Corporatiother Adviser as may be deemed appropriate
under the circumstances to achieve the purpos@silef17j-1, Rule 204A-1 and this Code. The sanetio be imposed shall be determined by
the board of directors, including a majority of theependent Directors, provided, however, thahwdispect to violations by persons who are
directors, managers, officers or employees of theiger (or of a company that controls the Advist#hg, sanctions to be imposed shall be
determined by the Adviser (or the controlling persioereof). Sanctions may include, but are noitéichto, suspension or termination of
employment, a letter of censure and/or restitutiban amount equal to the difference between tlee raid or received by the Corporation |
the more advantageous price paid or received bygffeading person with respect to any securitygeation.

Section IX Administration and Construction
(A) The administration of this Code shall be the respimlity of the Chief Compliance Officer of the Aber.
(B) The duties of the Chief Compliance Officer of thevfser are as follows:
(1) Continuous maintenance of a current list of the emof all Access Persons with an appropriate dgsmmiof their title or
employment, including a notation of any directopstineld by Access Persons who are officers or eyepkof the Adviser or of any

company that controls the Adviser, and informirigAaicess Persons of their reporting obligationshader;

(2) On an annual basis, providing all Access Persampg of this Code and informing such persons af ttheties and obligations
hereunder including any supplemental training thay be required from time to time;

(3) Maintaining or supervising the maintenance of atlards and reports required by this Code and renge@uarterly Transaction and
Annual Holdings Compliance Acknowledgement Formsqacally;

(4) Preparing listings of all transactions effecteddzgess Persons who are subject to the requirerodité Quarterly Transaction and
Annual Holdings Compliance Acknowledgement




Forms and reviewing such transactions againstiagisf all transactions effected by the Corponatio

(5) Issuance either personally or with the assistaficeunsel as may be appropriate, of any interpoetadf this Code that may appear
inconsistent with the objectives of Rule 17j-1, ®AD4A-1 and this Code;

(6) Conducting such inspections or investigations adl shasonably be required to detect and repoth micommendations, any appai
violations of this Code to the board of directofshe Corporation; and

(7) Submission of a written report to the board of clives of the Corporation, no less frequently thanuelly, that describes any issues
arising under the Code since the last such rejpeitjding but not limited to the information ded®d in Section VII (B).

(C) The Chief Compliance Officer of the Adviser shahintain or cause to be maintained in an easilyssilke place at the principal place
of business of the Corporation and the Adviserfaflewing records:

1. A copy of all codes of ethics adopted by the Caafion or the Adviser and its affiliates, as theecamy be, pursuant to Rule 17j-1
and/or Rule 204A-1 that have been in effect attang during the past five (5) years;

2. Avrecord of each violation of such codes of etlasind of any action taken as a result of such vimtetor at least five (5) years after
end of the fiscal year in which the violation ocsur

3. A copy of each report made by an Access Persoatfi@ast two (2) years after the end of the figealr in which the report is made,
and for an additional three (3) years in a plaeg tieed not be easily accessible;

4. A copy of each report made by the Chief Complia@éficer of the Adviser and/or the Corporation te thoard of directors of the
Corporation for two (2) years from the end of tlsedl year of the Corporation in which such ref®rnade or issued and for an
additional three (3) years in a place that neepatasily accessible;

5. Alist of all persons who are, or within the pasef(5) years have been, required to make reparsuant to Rule 17j-1, Rule 204A-1
and this Code of Ethics, or who are or were resptor reviewing such reports;

6. A copy of each report required by Section VII (B} &t least two (2) years after the end of theafigear in which it is made, and for
an additional three (3) years in a place that me¢tdbe easily accessible; and

7. Avrecord of any decision, and the reasons supmpttia decision, to approve the acquisition by AdrjsPersons of securities in an
Initial Public Offering or Limited Offering for deast five (5) years after the end of the fiscanjie which the approval is granted.

(D) This Code may not be amended or modified exceatvimitten form that is specifically approved by oréty vote of the Independent
Directors.

This Code of Ethics initially was adopted and appbby the Board of Directors of the Corporatiotluding a majority of the Independent
Directors, at a meeting on June 9, 2004. An amemdto this Code was approved and ratified effecsis of February 1, 2005 by the Board of
Directors of the Corporation, including a majoritithe Independent Directors, at a meeting on Fayrii0, 2005. A second set of
amendments to this Code was approved and ratiffedtive as of September 1, 2006 by the Board oé&ors, including a majority of the
Independent Directors, at a meeting on Septemi20@. The Code of Ethics was further reviewegyayed and ratified effective by the
Board of




Directors, including a majority of the IndependBirtectors, at a meeting on September 28, 2007 gathat a meeting on March 28, 2008.
The Code of Ethics was further reviewed, approvediratified effective by the Board of Directors¢liding a majority of the Independent
Directors, at a meeting on September 28, 2007, IMa8; 2008, June 17, 2009, June 15, 2010, Augyst®@4l, August 21, 2012 and August
20, 2013.




Quarterly Transaction and Annual Holdings
Compliance Acknowledgement Form

The following lists all transactions in Covered &Géites in which | had any direct or indirect Beioédl Ownership interest, that were effected
during the last calendar quarter and required taeperted by Section V (A) of the Code of Ethi¢kthis form is being submitted after the end
of the fourth quarter, the following lists all Coed Securities in which | had any direct or indirBeneficial Ownership interest during the
calendar year. Please sign and date this repattieaurn it to the Chief Compliance Officer ncelathan the 19 day of the month following
the end of the quarter. Use the reverse sideditiadal space is needed. Brokerage statementbeattached in lieu of listing
purchases/sales/new accounts; please indicate lifgbonchases/sales/changes were made.

Purchases and Acquisitiong*If no activity, write NONE*)

# of Shares Interest Rate Broker,
Trade or Principal and Maturity Name of Dealer, or
Date Amount Date Security Unit Price Total Price Bank

Sales and Other Dispositiong*If no activity, write NONE*)

# of Shares Interest Rate Broker,
Trade or Principal and Maturity Name of Dealer, or
Date Amount Date Security Unit Price Total Price Bank

New Accounts Established During the Quarte*If no activity, write NONE*)

# of Shares Interest Rate Broker,
Trade or Principal and Maturity Name of Dealer, or
Date Amount Date Security Unit Price Total Price Bank

| have read and understood, and understand, ti@gsodnd procedures set forth in the Compliancehof each of (i) Prospect Capital
Corporation (“Prospect”) and (ii) Prospect CaplfElinagement, LLC (“PCM”") as of the date set fortholg as well as the Prospect and PCM
Code of Ethics, implemented pursuant to Rule 1aird Rule 204A-1 of the Investment Advisors Act 884Q, and all amendments relating
thereto, and | recognize that all such policiescpdures and codes (hereafter “Rules”) apply fiallgne at all times and agree to comply in all
respects with the policies, procedures and codexitbed therein for the duration of my employmenotiner business relationship with
Prospect, PCM or any affiliate of either (and ferll@ng as any of the Rules apply to me), and tontggromptly any deviation, regardless of
immateriality, therefrom that | become aware of.

| hereby represent, covenant and agree that | araptly, by a written instrument entitled “NotioéViolation” and signed by me, brought to
the attention, of two or more of John Barry, Gidiasek, Brian Oswald, or Daria Becker (and onkgaéxhausting these possibilities, Gene
Stark), in writing each and every, any and alltanses of conduct, action, inaction or any othéwig or circumstance by or involving any
Prospect person, agent, representative, diredfozeq employee, shareholder, consultant or aftfdj that is or could be, or is or could be in my
judgment, unfair, unethical, immoral, a violatioftloe letter or spirit of the Prospect or PCM Coimpte Manuals, or joint Code of Ethics,

of any other rule, regulation, law, code, best ficac or of any other standard of which | am awareluding but not limited to investment,
disclosure and workplace best practices and proesdincluding but not limited to anti-discriminati, whistleblower, and similar best
practices, and represent, covenant and agreeifyg agtee to so notify, by a written instrumentreg by me, Prospect immediately if | learn
that this representation is or becomes inaccurabel@ve or learn that any such acts, inactionsrecumstances have occurred (or may be ¢
to occur) since the commencement of my employmeather business relationship with Prospect, fdoag into the future as | continue my
business relationship with Prospect.

Prepared for Quarter, Print Name:
Year ended December 31,
Date Submitted Signature




Initial Acknowledgement Form

| have read and understood the policies and praesdiet forth in Prospect Capital Management's Giamge Manual (and Prospect Capital
Corporation’s Compliance Manual, if it applies te)nincluding the Code of Ethics compliant with &al7j-1 of the Investment Company Act
and Rule 204A-1 of the Investment Advisors Act 8fQ, and | recognize that they apply to me andeatgr&omply in all respects with the
procedures described therein for the duration oemployment with Prospect Capital Management orddnitg affiliates.

Employee: (PRINT NAME)

Signature

Date:

Initial Acknowledgement Form

| have read and understood the policies and proesdiet forth in Prospect Capital Management's Giampe Manual (and Prospect Capital
Corporation’s Compliance Manual, if it applies te)nincluding the Code of Ethics compliant with &dl7j-1 of the Investment Company Act
and Rule 204A-1 of the Investment Advisors Act 88Q, and | recognize that they apply to me andeaiweomply in all respects with the
procedures described therein for the duration oemployment with Prospect Capital Management.

Employee: (PRINT NAME)

Signature

Date:




Annual Acknowledgement Form

| have read and understood the policies and praesdiet forth in Prospect Capital Corporation’s @liamce Manual for the year enditdate
will be typed in when distributed), including the Code of Ethics compliant with Ralg-1 under the Investment Company Act and Rule
204A-1 under the Investment Advisors Act, and biggaze that they apply to me and agree to compatlirespects with the procedures
described therein for the duration of my employmeitih Prospect Capital Management.

Employee: (PRINT NAME)
Signature
Date:
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Annex A — Dispute Resolution

Section III.B of this Code contains the entire agnent of PCC and any covered person with respabeteubject matter thereof and supers
all prior negotiations, agreements and understgsdivith respect thereto, both written and oraleothan those addressing the same subject
matter contained in the PSEC Compliance ManualAthgser's Compliance Manual and any separate svritgreement between any covered
person and PCC or any of its affiliates, as applea Section 111.B of this Code may not be conicsetl by evidence of prior, contemporaneou:
or subsequent oral agreements of the parties. eTdrerno unwritten or oral agreements betweendhéep. Any offer of employment and any
other agreement of any kind between anyone andBREZC, PCM, PA, or any affiliate of any, must bete form of a formal written
instrument (and not an email or series of emaitg)exd in blue ink by John F. Barry and the courdesp Section I11.B of this Code may not
modified or amended except by a formal writtenrumstent (and not by an email or series of emaitgei by John F. Barry Il as Authorized
Signatory of PCC in blue ink and by the coveredper No term or provision of Section III.B of tli®de may be waived except by a formal
written instrument signed (and not by an emailesies of emails) by the party against whom suclveras sought; provided, that in the casi
the PCC, such waiver must be signed by John FyBlimas Authorized Signatory of PCC in blue inkC@'s failure to insist at any time upon
strict compliance with Section 111.B of this Codeany continued course of such conduct on its\p#irhot constitute or be considered a wai
by PCC of any of its rights or privileges. A waive consent, express or implied, of or to any blnear default by any party in the performance
by that party of its obligations with respect taen 111.B of this Code is not a waiver or consefhbr to any other breach or default in the
performance by that party of the same or any atb&gations of that party. All provisions of Semriilll.B of this Code are severable, and the
unenforceability or invalidity of any of the proigss of Section I11.B of this Code shall not afféicé validity or enforceability of the remaining
provisions of Section I11.B of this Code. Shoultygart of Section Il1.B of this Code be held urmogable, the unenforceable portion or
portions shall be removed (and no more), and thmiging portions of Section I11.B of this Code dhz# enforced as fully as possible
(removing the minimum amount possible), and theigmshall thereafter negotiate in good faith asf@on replacing the provision removed so
as to best achieve the original intent of the partiEach covered person agrees that injunctiief eflall be available to enforce his or her
obligations described in Section III.B of this Code

Notwithstanding any provision of Section I11.B &fis Code or any other agreement or document, stemyldcovered person or any affilic
(“you™), wish to assert any claim against PCC oy affiliate, you will provide PCC in writing at Is&30 business days in advance of filing or
serving any such claim a complete statement deggttie claim, the factual and legal grounds therefbat PCC can and/or need do to cure
amount of time available for such cure, and theaaa why such claim is not barred by this Code,\emdwill thereafter engage in in-person
“executive to executive” mediation with PCC fordedst 30 business days after providing to PCC suitten statement and prior to filing any
such claim anywhere else other than with PCC (shgoll decide to file any such claim anywhere etsvithstanding such filing being in
violation of this Code), following these procedures

A. First, after you have provided PCC the writtenestegnt referenced above, you shall promptly medt REC in person, in a good
faith attempt to resolve any dispute, and shaltiooe to mediate for at least 30 business days; and

B. Second, if the dispute remains unresolved aftdyu&iness days following the commencement of theiatied described above, or
after such lesser time as agreed to by you and Bf@é@ you may submit such dispute (i) to nonbindirigjtration before an arbitrator
or mediator chosen and agreed by the parties fsdchh nonbinding arbitration or mediation faili$), o binding arbitration (not to a
court) pursuant to this agreement by deliveringdiitration notice to PCC (unless such claim ispamitted by this Code). Under
circumstances will you file any claim against PQGoy affiliate in any court or anywhere other tlia@rbitration in New York City,
Borough of Manhattan (“New York City”).

No part of this dispute resolution procedure shalbeemed to permit a claim not otherwise permi
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Section II1.B of this Code shall be governed byd any claim by you or any affiliate against PCClisha determined, in accordance with the
internal laws of the State of New York for contsagtade and to be enforced therein, without regapinciples of conflicts of laws requiring
application of the law of any other jurisdictioi.you assert a claim and executive to executivdiat®n fails (after 30 business days of such
mediation) and thereafter non-binding arbitratiomediation fails, should you then decide to praceéh your claim, you agree to submit any
persisting claim (whether or not permitted by tBexction II1.B of this Code or this Annex A) inclundj, but not limited to, any issue regarding
arbitrability, not to a court but only to bindingbétration in New York City in accordance with t@@mmercial Arbitration Rules and the
Expedited Procedures of the American Arbitratios@g@ation (“AAA”) then in effect (“the Rules”), erpt as modified herein. The arbitration
shall be held and the award shall issue in New Gitik before three arbitrators, agreed to by theigmwithin 30 business days of receipt by
PCC or you of a copy of the demand for arbitratimmin default thereof, appointed by the AAA in amtance with listing, ranking and striking
provisions in the Rules. Any arbitrator appoinbgtthe AAA shall be a retired judge or a practicattprney with no less than 15 years of
experience with large, complex, commercial casélsaamnexperienced arbitrator. The parties herebgeatiat there shall be no discovery (o
than 50 or fewer written interrogatories) relattogor in the arbitration, and they agree not tkse®y such discovery (before any arbitrator,
court or other tribunal). In rendering the awardch arbitrator shall be required to apply the wutiive law of the State of New York. The
arbitral tribunal is not empowered to award damagexcess of out-of-pocket expenses, and eacly pareby irrevocably waives and
disclaims to the maximum extent enforceable undatrolling law any right to recover before any dparbitrator or other tribunal or forum
special, punitive, compensatory, benefit of theghar, expectancy, exemplary, incidental, diredjriect, consequential, “lost profits”, similar
or other damages including, but not limited to, tiplés of damages or damages resulting from logsaffts, business impact or anticipated
savings, and whether or not contemplated, forese@amoticed. The award of the arbitrators shalln writing and shall briefly state the
findings of fact and conclusions of law on whiclsibased. The award shall be final and bindingnughe parties and shall be the sole and
exclusive remedy between the parties regardingchims, counterclaims, issues or accountings pteden the arbitrators. Judgment upon
award may be entered and enforced in any courhbgurisdiction. The losing party shall pay thests) fees and expenses of the arbitration
including, but not limited to, the fees and expanskthe AAA and the arbitrators and the legal feied expenses of the prevailing party, which
shall be included in the final award (and bothiparshall post before the arbitration commencesgwate security for such fees and expenses
equal to the greater of (i) $25,000 or (ii) sualyéx amount as the arbitrators shall direct), \witimmediate default judgment to be entered
against any party (a) failing to post such secuaitieast 30 days before the scheduled date dirftdearing or (b) failing to pay the costs of
arbitration, including filing fees, by the date doe any such payment. Any costs, fees and expsefiseluding attorneys fees and expenses)
incident to enforcing the arbitral award shall belided in any judgment rendered thereon (includimgstimate for post trial proceedings,
appeals, collections, etc., the parties agreeing that the loser shall pay all out-of-pocket azghl expenses of the winner until paid in full
following all collections). Each party unconditadly and irrevocably agrees to submit to the exckugurisdiction of the state and federal
courts located in New York City(the “New York Cosif for the purpose of any proceedings to compéha@id of arbitration, and to the non-
exclusive jurisdiction of New York Courts for pratings for the enforcement of any award or decisicthe arbitrators. Each party hereto
expressly consents and unconditionally submitsegurisdiction of the AAA in New York City and, #pplicable, on confirmation, appeal or
otherwise consistently herewith, the New York Csumtany such proceeding (and agrees that regisiead shall suffice for service of
process), and hereby waives any objection which gpacty may have based upon imperfect service {gedvactual or constructive notice is
received), lack of personal jurisdiction, impropenue or inconvenient forum, AND EACH PARTY HEREEXPRESSLY WAIVES, TO
THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANYRIGHT TO DISCOVERY (OTHER THAN 50 OR FEWER
WRITTEN INTERROGATORIES) OR TRIAL BY JURY IN ANY SGH PROCEEDING. In the event either party obtaim®eder
compelling arbitration or denying a stay of arlditra (the “Arbitration Order”), the party compell¢al arbitrate shall reimburse the party
seeking enforcement of this arbitration agreemenali its reasonable expenses, attorneys feesastd incurred in obtaining such relief, wt
expenses, fees and costs shall be determined itirthpon entry of the Arbitration Order and payabiéhin 30
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days of such order, without awaiting, and indepahdé the outcome of any arbitration proceedirage] failure to make such payment when
due shall result in the immediate entry of a deéfaudgment against the defaulting party with respeche entire case. Notwithstanding
anything else herein, to the fullest extent peeditby applicable law, PCC shall have the righhttate a claim in court, or within 30 days
following receipt by PCC of the first written statent of a claim as set forth in the first paragrapthis Annex A and in A. above to designate
a New York Court to hear, resolve and determinegary of any dispute between the parties (but otdims, including claims for injunctive
relief, submitted by PCC or any affiliate and notinterclaims, cross claims or claims submitted theis unless also submitted by PCC or any
affiliate), to the fullest extent that such rigbtdo designate a court pursuant to the terms gftthitration agreement remains enforceable und
controlling law, but PCC and you agree that if stight of PCC or any affiliate to so designate art@ursuant to the terms of this arbitration
agreement no longer remains enforceable or ismfoteeable under controlling law, then the unerdaide portions of this sentence shall be
severed from this arbitration agreement (as witha@her unenforceable portions of Section Ill.Btluis Code), and the other enforceable
procedures for resolving any claim between theigmdet forth herein shall continue in full forgedaeffect to the maximum extent enforceable
under controlling law. EACH PARTY HERETO EXPRESSMYAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICBLE

LAW, (Y) ANY RIGHT TO DISCOVERY (OTHER THAN 50 OR EWER WRITTEN INTERROGATORIES), WHETHER PURSUANT 1
THE FEDERAL RULES OF CIVIL PROCEDURE, OR ANY OTHHRULE, REGULATION, OR CUSTOM (OF THE AAA OR OF ANY
COURT) AND (Z2) TRIAL BY JURY, IN EACH CASE WITH REBECT TO ANY ASPECT OF ANY DISPUTE RELATING HERETORO
BETWEEN OR AMONG THE PARTIES HERETO, INCLUDING ANELAIM, DEMAND, ACTION OR CAUSE OF ACTION ARISING

IN CONNECTION WITH ANY ASPECT OF THIS SECTION IIl.B®F THIS CODE, ANY TRANSACTION RELATING THERETO, OR
ANY OTHER INSTRUMENT, DOCUMENT, OR AGREEMENT EXECWHD OR DELIVERED IN CONNECTION THEREWITH,
WHETHER SOUNDING IN CONTRACT, TORT OR OTHERWISE h&uld you prevail on any claim, you agree thatdhmages are diffict

to calculate and therefore agree to the maximumngéxnforceable under controlling law that $10,808ll be the liquidated damages ceiling
any claim by you against PCC or any affiliate, vitegtfor out-of-pocket, special, punitive, compensgatbenefit of the bargain, expectancy,
exemplary, incidental, direct, indirect, conseqigntlost profits” or similar or other damages inding, but not limited to, multiples of
damages or damages resulting from loss of prdfitsiness impact or anticipated savings and whetheot contemplated, foreseeable or
noticed, and you, in addition to agreeing not ®es#sany such claim, agree not to assert beforeanst, arbitrator, or other tribunal or forum
any claim for damages in excess of such $10,00Qamdf you, in violation of this arbitration agmment, assert any claim against PCC or an
affiliate anywhere, you agree that PCC'’s or anifiafé’s liquidated damages for the assertion of sunch claim shall be $25,000 in addition to
PCC's or any affiliate’s legal fees associateddhsth and any other damages that PCC or any aéfitizay show.

To the extent the agreement herein to arbitrate doéenjoy the respect and enforcement the pantiesd, or upon PCC's or any affiliate’s
initiation of a court proceeding or removal of grart of an arbitration to court, or on confirmatiappeal or otherwise consistently herewith,
and without diminishing your obligation hereundeiatbitrate, each party hereto consents and afiraethe New York Courts shall have
exclusive jurisdiction to hear and determine amynslor dispute between or among any of the pahiéesto pertaining to any part of

Section III.B of this Code or this Annex A, any @stigation, litigation, or proceeding related taaasing out of any such matters, any cours
conduct, course of dealing, statement (whetheralenbwritten) or action of any party to SectiohBl of this Code and this Annex A and an)
its affiliates, or otherwise, and the arbitrabilitiyany claim (which shall initially be determinbg the arbitrators), and you agree not to assert
any such claim or any claim relating hereto (oth subject matter hereof or anything related togrutside of arbitration, or upon appeal
therefrom (or if arbitration is not enforced) taucts other than a New York Court, provided thatpheties hereto acknowledge that any apy.
from those courts may have to be heard by a couatéd outside of New York City, and provided fertthat enforcement of an arbitrator’s
award may require a filing or a hearing in a céoctted outside of New York City. You expresslyivesany objection which you may have to
New York jurisdiction based upon lack of personaigdiction, improper venue or inconvenient foruBervice of any process, summa

notice or document by
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registered mail addressed to you shall be effest@reice of process against you for any suit, aatioproceeding brought in any forum and"
shall not contest such service provided you hatgshor constructive notice. Judgment upon artiatoir’s award or any court’s award shall
include payment of all costs, fees and expens#seddrbitration and any court proceeding, includifigosts, fees and expenses (including
legal fees and expenses) incident to enforcingthirator's and any court’s award and any andfleals, collateral proceedings, collection
proceedings, post judgment proceedings (and st@lide an appropriate award for post-judgment pdirgys), etc.

18




QuickLinks-- Click here to rapidly navigate through this domnt

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13a-14(a)/15d-14(a)
I, John F. Barry lll, Chief Executive Officer andv@rman of the Board of Prospect Capital Corporatezrtify that:
1. | have reviewed this annual report on Form 16fIRrospect Capital Corporation;
2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortémstate a material fact necessary to

make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a 15(f) and 15d-15(f)) for the registram have:

(a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant is made known to us byergtwithin those entities,
particularly during the period in which this rep@teing prepared;

(b) Designed such internal control over finanogdorting, or caused such internal control ovegirfirial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrantdassire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in the regigisanternal control over financial reporting tlo&tturred during the registrant's
most recent fiscal quarter that has materiallyciéfe, or is reasonably likely to materially affette registrant's internal control
over the financial reporting; and

5. The registrant's other certifying officer antilve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and theid@dmmittee of the registrant's Board of Direct(ospersons performing the equival
functions):

(&)  All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize aport financial information; ar

(b) Any fraud, whether or not material, that inked management or other employees who have aisagttifole in the registrant's
internal control over financial reporting.

Dated this 2F' Day of August 2013

/s/ JOHN F. BARRY Il

John F. Barry llI
Chief Executive Office
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CERTIFICATION OF CHIEF FINANCIAL OFFICER

EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13a-14(a)/15d-14(a)
I, Brian H. Oswald, Chief Financial Officer and &sairer of Prospect Capital Corporation, certifit:tha
1. | have reviewed this annual report on Form 16fIRrospect Capital Corporation;
2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to

make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a 15(f) and 15d-15(f)) for the registram have:

(a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant is made known to us byettwithin those entities,
particularly during the period in which this rep@teing prepared;

(b) Designed such internal control over finanogdorting, or caused such internal control ovegirfirial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrantdassire controls and procedures and presentedsimggport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyehis report based on such
evaluation; and

(d) Disclosed in this report any change in the regigisanternal control over financial reporting tlo&tcurred during the registrant's
most recent fiscal quarter that has materiallyciffe, or is reasonably likely to materially affette registrant's internal control
over the financial reporting; and

5. The registrant's other certifying officer antilve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and theid@dmmittee of the registrant's Board of Direct(ospersons performing the equival
functions):

(&)  All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize aport financial information; ar

(b) Any fraud, whether or not material, that inked management or other employees who have aisagttifole in the registrant's
internal control over financial reporting.

Dated this 2F' Day of August 2013

/s/ BRIAN H. OSWALD

Brian H. Oswald
Chief Financial Officel
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CERTIFICATION OF CHIEF EXECUTIVE OFFICER
EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002, 18 U.S.C. 1350

In connection with the annual report onrrd0-K for the period ended June 30, 2013 (the trREpof Prospect Capital Corporation (the
"Registrant”), as filed with the Securities and Exege Commission on the date hereof, I, John FyBlythe Chief Executive Officer of the
Registrant, hereby certify, to the best of my krexige, that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended,;
and

2. The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of operations
of the Registrant.

/s/ JOHN F. BARRY Il

Name: John F. Barry Il
Date: August 21, 201

A signed original of this written statemeaduired by Section 906, or other document auibatig, acknowledging, or otherwise
adopting the signature that appears in typed foithimvthe electronic version of this written stagmhrequired by Section 906, has been
provided to Prospect Capital Corporation and wéllrbtained by Prospect Capital Corporation andghed to the Securities and Exchange
Commission or its staff upon request.

The foregoing certification is being furiméxl solely to accompany the Report pursuant to.83QJ ss. 1350, and is not being filed for
purposes of Section 18 of the Securities Exchargeof\1934, as amended, and are not to be incagubtay reference into any filing of the
Registrant, whether made before or after the datedf, regardless of any general incorporationdane in such filing.
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CERTIFICATION OF CHIEF FINANCIAL OFFICER

EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002, 18 U.S.C. 1350

In connection with the annual report onrrd0-K for the period ended June 30, 2013 (the trREpof Prospect Capital Corporation (the
"Registrant”), as filed with the Securities and Exege Commission on the date hereof, I, Brian hivald, the Chief Financial Officer of the
Registrant, hereby certify, to the best of my krexige, that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended,;
and

2. The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of operations
of the Registrant.

/s/ BRIAN H. OSWALD

Name: Brian H. Oswal
Date: August 21, 201

A signed original of this written statemeadjuired by Section 906, or other document auib&tig, acknowledging, or otherwise
adopting the signature that appears in typed foittimvthe electronic version of this written stagmhrequired by Section 906, has been
provided to Prospect Capital Corporation and wéllrbtained by Prospect Capital Corporation andgbed to the Securities and Exchange
Commission or its staff upon request.

The foregoing certification is being furiméxl solely to accompany the Report pursuant to.83@J ss. 1350, and is not being filed for
purposes of Section 18 of the Securities Exchargeof\1934, as amended, and are not to be incagmbtay reference into any filing of the
Registrant, whether made before or after the datedf, regardless of any general incorporationdage in such filing.
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