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Investing in our securities involves a number of significant risks. You should carefully consider these risk factors, together with
all of the other information included in this Annual Report and other reports and documents filed by us with the SEC. The risks
set out below are not the only risks we face. Additional risks and uncertainties not presently known to us or not presently
deemed material by us may also impair our operations and performance. If any of the following events occur, our business,
financial condition, results of operations and cash flows could be materially and adversely affected. In such case, our net asset
value and the trading price of our common stock could decline, and you may lose all or part of your investment. SUMMARY
OF RISK FACTORS The following is a summary of the principal risks that you should carefully consider before investing in
our securities. These and other risk factors are described more fully in this “ Item 1A. Risk Factors. ” Risks Relating to Our
Business and Structure « We operate in a highly competitive market for investment opportunities, which could reduce returns
and result in losses. We may have potential conflicts of interest related to obligations that our investment advisor may have to
other clients. We may have conflicts related to other arrangements with our investment advisor. The SBIC Funds are licensed by
the SBA, and, therefore, are subject to SBA regulatlons SBA regulatlons limit the amount of SBA guaranteed debt that may be
borrowed by an SBIC : 0 d

pohtrcal and market condltlons may adversely affect our business, results of operations and ﬁnan01al condltlon mcludmg our
revenue growth and profitability. We are currently operating in a period of capital markets disruption and economic uncertainty ,
which may have a negative impact on our business, financial condition and operations . We may not be able to pay you
distributions, our distributions may not grow over time, a portion of distributions paid to you may be a return of capital, and
investors in our debt securities may not receive all of the interest income to which they are entitled. We may choose to pay
dividends in our own stock, in which case you may be required to pay tax in excess of the cash you receive. Due to current
market conditions, we may reduce or defer our dividends and choose to incur U. S. federal excise tax in order te preserve cash
and maintain flexibility. Internal-and-external-eyber-threats-The failure of cybersecurity protection systems , as well as ether—
- the occurrence of events unanticipated in our disasters— dlsaster recovery systems and management contlnulty planmng
could 1mpa1r our ab111ty to conduct busmess effectlvely - b

Rrsks Relatmg to Our Investments Economlc recessions or
downturns could impair our portfolro companies and harm our operating results. Our investments in portfolio companies may be
risky, and we could lose all or part of our investment. The lack of liquidity in our investments may adversely affect our business.
We may not have the funds to make additional investments in our portfolio companies that could impair the value of our
portfolio. Defaults by our portfolio companies will harm our operating results. We are a non- diversified investment company
within the meaning of the 1940 Act; therefore we are not limited with respect to the proportion of our assets that may be
invested in securities of a single issuer. Risks Relating to Our Common Stock Shares of closed- end investment companies,
including business development companies, frequently trade at a discount to their net asset value.  If, in the future, we sell
common stock at a discount to our net asset value per share, stockholders who do not participate in such sale will experience
immediate dilution in an amount that may be material. ® Our net asset value may have changed significantly since our last
valuation. ® The market price of our securities may fluctuate significantly. ® Sales of substantial amounts of our common stock
may have an adverse effect on the market price of our common stock. ¥e-Risks Relating to Our Business and StructureWe
are dependent upon our investment advisor’ s managing members and our executive officers for our future success. If our
investment advisor was to lose any of its managing members or we lose any of our executive officers, our ability to achieve our
investment objective could be significantly harmed. We depend on the investment expertise, skill and network of business
contacts of the managing members of our investment advisor, who evaluate, negotiate, structure, execute and monitor our
investments. Our future success will depend to a significant extent on the continued service and coordination of the investment
professionals of our investment advisor and executive officers. Certain investment professionals and executives may not devote
all of their business time to our operations and may have other demands on their time as a result of other activities. The
departure of any of these individuals could have a material adverse effect on our ability to achieve our investment objective. Our
business model depends, to a significant extent, upon strong referral relationships with financial institutions, sponsors and
investment professionals. Any inability of our investment advisor to maintain or develop these relationships, or the failure of
these relationships to generate investment opportunities, could adversely affect our business. We depend upon the investment
professionals of our investment advisor to maintain their relationships with financial institutions, sponsors and other investment
professionals, and we intend to rely to a significant extent upon these relationships to provide us with potential investment
opportunities. If the investment professionals of our investment advisor fail to maintain such relationships, or to develop new
relationships with other sources of investment opportunities, we will not be able to grow our investment portfolio. In addition,
individuals with whom the investment professionals of our investment advisor have relationships are not obligated to provide us
with investment opportunities, and, therefore, we can offer no assurance that these relationships will generate investment
opportunities for us in the future. Any failure to manage our business and our future growth effectively could have a material
adverse effect on our business, financial condition and results of operations. Our ability to achieve our investment objective and
grow depends on our ability to manage our business and deploy our capital effectively. This depends, in turn, on our investment
advisor’ s ability to identify, evaluate and monitor companies that meet our investment criteria. Accomplishing our investment



objectives on a cost- effective basis depends upon our investment advisor’ s execution of our investment process, its ability to
provide competent, attentive and efficient services to us and, to a lesser extent, our ability to access financing on acceptable
terms. Our investment advisor has substantial responsibilities under the Investment Advisory Agreement. In addition, our
investment advisor’ s investment professionals may be called upon to provide managerial assistance to our portfolio companies.
These activities may distract them or slow our rate of investment. We may suffer credit losses and our investments could be
rated below investment grade. Private debt in the form of second lien, subordinated, and first lien loans (senior secured or
unitranche loans) to corporate and asset- based borrowers is highly speculative and involves a high degree of risk of credit loss,
and therefore an investment in our shares of common stock may not be suitable for someone with a low tolerance for risk. These
risks are likely to increase during an economic downturn or recession. In addition, investments in our portfolio typically are not
rated by any rating agency. We believe that if such investments were rated, the vast majority would be rated below investment
grade (which is sometimes referred to as “ junk ) due to speculative characteristics of the issuer’ s capacity to pay interest and
repay principal. Our investments may result in an amount of risk, volatility or potential loss of principal that is greater than that
of alternative investments. Because we borrow money and may in the future issue additional senior securities, including
preferred stock and debt securities, the potential for gain or loss on amounts invested in us is magnified and may increase the
risk of investing in us. Borrowings, also known as leverage, magnify the potential for gain or loss on amounts invested and,
therefore, increase the risks associated with investing in us. The SBIC Funds borrow from and issue debt securities to the SBA,
and we may borrow from banks and other lenders in the future. The SBA has fixed dollar claims on the SBIC Funds’ assets that
are superior to the claims of our stockholders. We may also borrow from banks and other lenders or issue additional senior
securities including preferred stock and debt securities in the future. If the value of our assets increases, then leveraging would
cause the net asset value attributable to our common stock to increase more sharply than it would have had we not used
leverage. Conversely, if the value of our assets decreases, leveraging would cause net asset value to decline more sharply than it
otherwise would have had we not leveraged. Similarly, any increase in our income in excess of interest payable on the borrowed
funds would cause our net income to increase more than it would without the leverage, while any decrease in our income would
cause net income to decline more sharply than it would have had we not borrowed. Such a decline could negatively affect our
ability to make distributions to our stockholders. Leverage is generally considered a speculative investment technique. Our
ability to achieve our investment objectives may depend in part on our ability to achieve additional leverage on favorable terms
by borrowing from the SBA, banks or other lenders, and there can be no assurance that such additional leverage can in fact be
achieved. As a BDC, we are generally required to meet a coverage ratio at least equal to 150 % of total assets to total borrowings
and other senior securities, which include all of our borrowings (other than the SBIC Funds’ SBA leverage under the terms of
SEC exemptive relief) and any preferred stock we may issue in the future. If this ratio declines below 150 %, we may not be
able to incur additional debt and may need to sell a portion of our investments to repay some debt when it is disadvantageous to
do so, and we may not be able to make distributions to our stockholders. The following table illustrates the effect of leverage on
returns from an investment in our common stock assuming various annual returns, net of expenses. The calculations in the table
below are hypothetical and actual returns may be higher or lower than those appearing in the table below. Assumed Return on
Our Portfolio (Net of Expenses) (10. 0) % (5. 0) % 0.0 % 5. 0 % 10. 0 % Corresponding return to common stockholder (1) (22
21 .01)%(12.83)%(3.54) % 5. 75 % 4514 . 84 % (1) Assumes $ 1 . 2 billion ;-098;-898-in total assets, $ 246;,-800-175. 0
million in outstanding SBA debentures, 1e-$ 45. 0 million of borrowings outstanding under the Credit Facility (as defined
below), $ 45;-886-13. 7 miillion in Sccured Borrowings, $ 250 +-886-. 0 million outstanding of our unsecured notes, $ 589,474
655. 7 million in net assets as of December 31, 2623-2024 , and-an-and a weighted average cost of funds of 4. 346-599 %.
Effective April 29, 2020, our asset coverage requirement was reduced from 200 % to 150 %, which could increase the risk of
investing in the Company. The 1940 Act generally prohibits the Company from incurring indebtedness unless immediately after
such borrowing we have an asset coverage for total borrowings of at least 200 % (i. e., the amount of debt may not exceed 50 %
of the value of our assets) or 150 % if certain requirements under the 1940 Act are met. On April 29, 2019, our Board, including
a majority of the independent directors, approved a minimum asset coverage ratio of 150 % as set forth in Section 61 (a) (2) of
the 1940 Act. As a result, we are subject to the 150 % asset coverage ratio, effective as of April 29, 2020. We are required to
make certain disclosures on our website and in SEC filings regarding, among other things, the receipt of approval to increase our
leverage, our leverage capacity and usage, and risks related to leverage. Leverage is generally considered a speculative
investment technique and increases the risk of investing in our securities. Leverage magnifies the potential for loss on
investments in our indebtedness and on invested equity capital. As we use leverage to partially finance our investments, our
stockholders will experience increased risks of investing in our securities. If the value of our assets increases, then leveraging
would cause the NAV attributable to our common stock to increase more sharply than it would have had we not leveraged.
Conversely, if the value of our assets decreases, leveraging would cause NAV to decline more sharply than it otherwise would
have had we not leveraged our business. Similarly, any increase in our income in excess of interest payable on the borrowed
funds would cause our net investment income to increase more than it would without the leverage, while any decrease in our
income would cause net investment income to decline more sharply than it would have had we not borrowed. Such a decline
could negatively affect our ability to pay common stock dividends, scheduled debt payments, or other payments related to our
securities. Increased leverage may also cause a downgrade of our credit rating. Leverage is generally considered a speculative
investment technique. All of our portfolio investments are recorded at fair value as determined in good faith by our board of
directors, and, as a result, there is uncertainty as to the value of our portfolio investments and the valuation process for certain of
our portfolio holdings creates a conflict of interest. All of our portfolio investments take the form of debt and equity securities
that are not publicly- traded. The debt and equity securities in which we invest for which market quotations are not readily
available are valued at fair value as determined in good faith by our board of directors. As part of the valuation process, we may
take into account the following types of factors, if relevant, in determining the fair value of our investments: * a comparison of



the portfolio company’ s securities to comparable publicly- traded securities; ¢ the enterprise value of a portfolio company; ¢ the
nature and realizable value of any collateral; « the portfolio company’ s ability to make payments and its earnings and
discounted cash flow; « the markets in which the portfolio company does business; and ¢ changes in the interest rate
environment and the credit markets generally that-may affect the price at which similar investments may be made in the future
and other relevant factors. The fair value of each investment in our portfolio is determined quarterly by our board of directors.
Any changes in fair value of portfolio securities from the prior period are recorded in our consolidated statement of operations
as net change in unrealized appreciation or depreciation. In connection with that determination, investment professionals from
our investment advisor prepare portfolio company valuations based upon the most recent portfolio company financial statements
available and projected financial results of each portfolio company. In addition, certain members of our board of directors have a
pecuniary interest in our investment advisor. The participation of our investment advisor’ s investment professionals in our
valuation process, and the pecuniary interest in our investment advisor by certain members of our board of directors, may result
in a conflict of interest as the management fees that we pay our investment advisor are based on our total assets (other than cash
and cash equivalents but including assets purchased with borrowed amounts). Our board of directors engages one or more
independent third- party valuation firm (s) to conduct independent appraisals of a selection of our portfolio investments for
which market quotations are not readily available. Each portfolio company investment is generally appraised by the valuation
firm (s) at least once every calendar year and each new portfolio company investment is appraised at least once in the twelve-
month period following the initial investment. In certain instances, we may determine that it is not cost- effective, and as a result
it is not in our stockholders’ best interest, to request the independent appraisal of certain portfolio company investments. Such
instances include, but are not limited to, situations where we determine that the fair value of the portfolio company investment is
relatively insignificant to the fair value of the total portfolio. Our board of directors consulted with the independent valuation
firm (s) in arriving at our determination of fair value for 21 and 18 ard=46-of our portfolio company investments representing
27.5 % and 29. 9 Y%and-29-5-% of the total portfolio investments at fair value (exclusive of new portfolio company
investments made during the three months ended December 31, 2024 and 2023 ard-2822-, respectively) as of December 31,
2024 and 2023 and-2622-, respectively. Due to the inherent uncertainty of determining the fair value of investments that do not
have a readily available market quotation, the fair value of our investments may differ significantly from the values that would
have been used had a readily available market quotation existed for such investments, and the differences could be material.
Declines in prices and liquidity in the corporate debt markets may also result in significant net unrealized depreciation in our
debt portfolio. Our net asset value could be adversely affected if our determinations regarding the fair value of our investments
were materially higher than the values that we ultimately realize upon the disposal of such investments . We operate in a
highly competitive market for investment opportunities, which could reduce returns and result in losses . A number of
entities compete with us to make the types of investments that we make. We compete with public and private funds, other
BDCs, SBICs, commercial and investment banks, commercial financing companies and, to the extent they provide an alternative
form of financing, private equity and hedge funds. Many of our competitors are substantially larger and have considerably
greater financial, technical and marketing resources than we do. For example, we believe some of our competitors may have
access to funding sources that are not available to us. In addition, some of our competitors may have higher risk tolerances or
different risk assessments. These characteristics could allow our competitors to consider a wider variety of investments, establish
more relationships and offer better pricing and more flexible structuring than we offer. We may lose investment opportunities if
we do not match our competitors’ pricing, terms and structure. If we match our competitors’ pricing, terms and structure, we
may experience a decrease in net investment income or an increase in risk of capital loss. A significant part of our competitive
advantage stems from the fact that the lower middle- market is underserved by traditional commercial and investment banks,
and generally has less access to capital. A significant increase in the number and / or the size of our competitors in this target
market could force us to accept less attractive investment terms. Furthermore, many of our competitors are not subject to the
regulatory restrictions that the 1940 Act imposes on us as a BDC or the source- of- income, asset diversification and distribution
requirements we must satisfy to maintain our RIC tax treatment. The competitive pressures we face may have a material adverse
effect on our business, financial condition and results of operations. As a result of this existing and potentially increasing
competition, we may not be able to take advantage of attractive investment opportunities from time to time, and we may not be
able to identify and make investments that are consistent with our investment objective. Our management and incentive fee
structure may create incentives for our investment advisor that are not fully aligned with the interests of our stockholders and
may encourage our investment advisor to make speculative investments. The management and incentive fees paid to our
investment advisor are based on our total assets (other than cash or cash equivalents but including assets purchased with
borrowed amounts), and our investor advisor may therefore benefit when we incur debt or use leverage. This fee structure may
encourage our investment advisor to cause us to borrow money to finance additional investments. Under certain circumstances,
the use of borrowed money may increase the likelihood of default, which would disfavor our stockholders. Our board of
directors is charged with protecting our interests by monitoring how our investment advisor addresses these and other conflicts
of interests. ©ur-While our board of directors approves our overall use of leverage and financing arrangements, our board
of directors is not expected to review or approve each berrewing-er-incurrence of leverage , such as any draw on our credit
facility . However, our board of directors periodically reviews our investment advisor’ s portfolio management decisions and
portfolio performance. In addition, our board of directors at least annually reviews the services provided by and fees paid to our
investment advisor. In connection with these reviews, our board of directors, including a majority of our Independent Directors,
considers whether the fees and expenses (including those related to leverage) that we pay to our investment advisor are fair and
reasonable in relation to the services provided and must approve renewal of our Advisory Agreement. The part of the incentive
fee payable to our investment advisor that relates to our net investment income is computed and paid on income that includes
interest income that has been accrued but not yet received in cash. This fee structure may encourage our investment advisor to



favor debt financings that provide for deferred interest (PIK interest), rather than current cash payments of interest. Our
investment advisor may have an incentive to invest in deferred interest securities in circumstances where it would not have done
so but for the opportunity to continue to earn the incentive fee even when the issuers of the deferred interest securities would not
be able to make actual cash payments to us on such securities. This risk could be increased because our investment advisor is not
obligated to reimburse us for any incentive fees received even if we subsequently incur losses or never receive in cash the
deferred interest that was previously accrued. The incentive fee is based, in part, upon net capital gains realized on our
investments. Unlike the portion of the incentive fee based on income, there is no hurdle rate applicable to the portion of the
incentive fee based on net capital gains. As a result, our investment advisor may have a tendency to invest more capital in
investments that are likely to result in capital gains as compared to income producing securities. Such a practice could result in
our investing in more speculative securities than would otherwise be the case, which could result in higher investment losses,
particularly during economic downturns. We may be obligated to pay our investment advisor incentive compensation even if we
incur a loss and may pay more than 20 % of our net capital gains because we cannot recover payments made in previous years.
Our investment advisor will be entitled to incentive compensation for each fiscal quarter in an amount equal to a percentage of
the excess of our pre- incentive fee net investment income for that quarter above a threshold return for that quarter. Our pre-
incentive fee net investment income for incentive compensation purposes excludes realized and unrealized capital losses that
we may incur in the fiscal quarter, even if such capital losses result in a net loss on our consolidated statement of operations for
that quarter. Thus, we may be required to pay our investment advisor incentive compensation for a fiscal quarter even if there is
a decline in the value of our portfolio or we incur a net loss for that quarter. Further, if we pay an incentive fee of 20 % of our
realized capital gains (net of all realized capital losses and unrealized capital depreciation on a cumulative basis) and thereafter
experience additional realized capital losses or unrealized capital depreciation, we will not be able to recover any portion of the
incentive fee previously paid A general increase in interest rates will likely have the effect of making it easier for the
investment advisor to receive incentive fees, without necessarily resulting in an increase in our net earnings. We—afe—eﬂffeﬂﬂy—lﬂ
aristginterestrate-environment—Given the structure of the Investment Advisory Agreement, any general increase in interest
rates can be expected to lead to higher interest rates applicable to our debt investments and will likely have the effect of making
it easier for the investment advisor to meet the quarterly hurdle rate for payment of income incentive fees under the Investment
Advisory Agreement without any additional increase in relative performance on the part of the investment advisor. This may
occur without a corresponding increase in distributions to our stockholders. In addition, in view of the catch- up provision
applicable to income incentive fees under the Investment Advisory Agreement, the investment advisor could potentially receive
a significant portion of the increase in our investment income attributable to such a general increase in interest rates. If that were
to occur, our increase in net earnings, if any, would likely be significantly smaller than the relative increase in the investment
advisor’ s income incentive fee resulting from such a general increase in interest rates. We may have potential conflicts of
interest related to obligations that our investment advisor may have to other clients. Currently, the Company, the SBIC
Funds, Fidus Credit Opportunities, L. P., Fidus Equity Opportunities Fund, L. P., and Fidus Equity Fund I, L. P. are the only
investment vehicles managed by our investment advisor. The Investment Advisory Agreement does not limit our investment
advisor’ s ability to act as an investment advisor to other funds, including other BDCs, or other investment advisory clients. To
the extent our investment advisor acts as an investment advisor to other funds or clients, including Fidus Credit Opportunities,
L. P., Fidus Equity Opportunities Fund, L. P., and Fidus Equity Fund I, L. P., we may have conflicts of interest with our
investment advisor or its other clients that elect to invest in similar types of securities as those in which we invest. Members of
our investment advisor’ s investment committee serve or may serve as officers, directors or principals of entities that operate in
the same or a related line of business as we do, or of investment funds or other investment vehicles managed by our investment
advisor. In serving in these multiple capacities, they may have obligations to other clients or investors in those entities, the
fulfillment of which may not be in the best interests of us or our stockholders. Our investment advisor will seek to allocate
investment opportunities among eligible accounts in a manner that is fair and equitable over time and consistent with an
allocation policy approved by our board of directors. To the extent our investment advisor forms affiliates, including Fidus
Credit Opportunities, L. P., Fidus Equity Opportunities Fund, L. P., and Fidus Equity Fund I, L. P., we may co- invest on a
concurrent basis with such affiliates, subject to compliance with applicable regulations and regulatory guidance and our
allocation procedures. While we may co- invest with investment entities managed by our investment advisor or its affiliates, to
the extent permitted by the 1940 Act and the rules and regulations thereunder, the 1940 Act imposes significant limits on co-
investment. QOur investment advisor and its affiliates have received OnJanuary4;204+7the-SECgranted-us-an exemptive
order that expands our ability to co- invest in portfolio companies with certain of our affiliates managed by our investment
advisor in a manner consistent with our investment objective, positions, policies, strategies and restrictions as well as regulatory
requirements and other pertinent factors, subject to compliance with certain conditions (the *“ Order ). Pursuant to the Order, we
are permitted to co- invest with our affiliates if a “ required majority ” (as defined in Section 57 (o) of the 1940 Act) of our
independent directors make certain conclusions in connection with a co- investment transaction, including that (1) the terms of
the transactions, including the consideration to be paid, are reasonable and fair to us and our stockholders and do not involve
overreaching by us or our stockholders on the part of any person concerned, and (2) the transaction is consistent with the
interests of our stockholders and is consistent with our investment objective and strategies. We intend to co- invest, subject to the
conditions included in the Order. However, neither we nor our affiliated funds are obligated to invest or co- invest when
investment opportunities are referred to us or them. Our investment advisor or its investment committee may, from time to time,
possess material non- public information, limiting our investment discretion. The investment professionals of our investment
advisor may serve as directors of, or in a similar capacity with, companies in which we invest, the securities of which are
purchased or sold on our behalf. In the event that material non- public information is obtained with respect to such companies, or
we become subject to trading restrictions under the internal trading policies of those companies or as a result of applicable law



or regulations, we could be prohibited for a period of time from purchasing or selling the securities of such companies, and this
prohibition may have an adverse effect on us. We may have conflicts related to other arrangements with our investment
advisor. We entered into a license agreement with Fidus Partners, LLC under which Fidus Partners, LLC granted us a non-
exclusive (provided that there is not a change in control of Fidus Partners, LLC), royalty- free license to use the name “ Fidus. ”
Some of the members of our investment advisor’ s investment committee and the senior origination professionals of our
investment advisor are members of Fidus Partners, LLC. See Item 1. “ Business — Management and Other Agreements —
License Agreement. ” In addition, we rent office space from our investment advisor and pay to our investment advisor our
allocable portion of overhead and other expenses incurred in performing its obligations under the Administration Agreement,
such as our allocable portion of the cost of our chief financial officer and chief compliance officer. This creates conflicts of
interest that our board of directors must monitor. The SBIC Funds are licensed by the SBA, and, therefore, are subject to
SBA regulations. The SBIC Funds are licensed to operate as SBICs and are regulated by the SBA. Under current SBA
regulations, a licensed SBIC can provide capital to eligible" small businesses" that have a tangible net worth not exceeding $ 24.
0 million and an average annual net income after U. S. federal income taxes not exceeding $ 8. 0 million for the two most recent
fiscal years. In addition, a licensed SBIC must devote 25 % of its investment capital to" smaller enterprises" that have a tangible
net worth not exceeding $ 6. 0 million and an average annual net income after U. S. federal income taxes not exceeding $ 2. 0
million for the two most recent fiscal years. The SBA regulations also provide alternative size standard criteria to determine
eligibility, which depend on the industry in which the business is engaged and are based on either the number of employees or
the gross sales of the business. The SBA regulations permit licensed SBICs to make long term loans to small businesses, invest
in the equity securities of such businesses and provide them with consulting and advisory services. The SBA also places certain
limitations on the financing terms of investments by SBICs in portfolio companies and prohibits SBICs from providing funds
for certain purposes or to businesses in certain prohibited industries. Further, the SBA regulations require that a licensed SBIC
be periodically examined and audited by the SBA staff to determine its compliance with the relevant SBA regulations.
Compliance with these SBA requirements may cause the SBIC Funds to forego attractive investment opportunities that are not
permitted under the SBA regulations, and may cause the SBIC Funds to make investments they otherwise would not make in
order to remain in compliance with these regulations. Failure to comply with the SBA regulations could result in the loss of the
SBIC licenses and the resulting inability to participate in the SBA debenture program. The SBA prohibits, without prior SBA
approval, a “ change of control ” of an SBIC or transfers that would result in any person (or a group of persons acting in concert)
owning 10 % or more of a class of capital stock of a licensed SBIC. Current SBA regulations provide the SBA with certain
rights and remedies if an SBIC violates their terms. A key regulatory metric for SBA is the extent of “ Capital Impairment, ”
which is the extent of realized (and, in certain circumstances, net unrealized) losses compared with the SBIC’ s private capital
commitments. Interest payments, management fees, organization and other expenses are included in determining “ realized
losses. ” SBA regulations preclude the full amount of “ unrealized appreciation ” from portfolio companies from being
considered when calculating Capital Impairment in certain circumstances. Remedies for regulatory violations are graduated in
severity depending on the seriousness of Capital Impairment or other regulatory violations. For minor regulatory infractions, the
SBA issues a warning. For more serious infractions, the use of SBA debentures may be limited or prohibited, outstanding
debentures can be declared to be immediately due and payable, restrictions on distributions and making new investments may be
imposed and management fees may be required to be reduced. In severe cases, the SBA may require the removal of a general
partner of an SBIC or its officers, directors, managers or partners, or the SBA may obtain appointment of a receiver for the
SBIC. SBA regulations limit the amount of SBA- guaranteed debt that may be borrowed by an SBIC. The SBA
regulations currently limit the amount that is available to be borrowed by any SBIC and guaranteed by the SBA to 300. 0 % of
an SBIC”’ s regulatory capital or § 175. 0 million, whichever is less. For two or more SBICs under common control, the
maximum amount of outstanding SBA debentures cannot exceed $ 350. 0 million. If the SBIC Funds borrow the maximum
amount from the SBA and thereafter require additional capital, our cost of capital may increase, and there is no assurance that
we will be able to obtain additional financing on acceptable terms. Moreover, the SBIC Funds’ current status as SBICs does not
automatically assure that they will continue to receive funding through the SBA debenture program. Receipt of SBA debenture
funding is dependent upon the SBIC Funds’ continuing compliance with SBA regulations and policies and there being funding
available. The amount of SBA debenture funding available to SBICs is dependent upon annual Congressional authorizations
and in the future may be subject to annual Congressional appropriations. There can be no assurance that there will be sufficient
SBA debenture funding available at the times desired by the SBIC Funds. The debentures issued by the SBIC Funds and
guaranteed by the SBA have a maturity of ten years and bear interest semi- annually at fixed rates. Certain of the SBIC Funds’
SBA debentures begin to mature in 2026 and will require repayment on or before the respective maturity dates. The SBIC Funds
will need to generate sufficient cash flow to make required debt payments on such debentures. If the SBIC Funds are unable to
generate such cash flow, the SBA, as guarantor of the debentures, will have a superior claim to our assets over our stockholders
in the event the SBIC Funds liquidate or the SBA exercises its remedies under such debentures as the result of a default by the
SBIC Funds. The SBIC Funds, as SBICs, are limited in their ability to make distributions to us, which could result in us being
unable to meet the minimum distribution requirements to maintain our status as a RIC. In order to maintain our qualification tax
treatmentas a RIC, we are required to timely d1str1bute to our stockholders on an annual bas1s 90 % of our ﬂet—efd-tﬂafy
investment company taxable income and-net-shor e mreapita-Hosses . For this
purpose, our investment company taxable income W111 include the income of the SBIC Funds (and any other entities that are
disregarded as separate from us for U. S. federal income tax purposes). The SBIC Funds’ ability to make distributions to us may
be limited by the Small Business Investment Act of 1958. As a result, in order to maintain our qualification tax—treatment-as a
RIC, we may be required to make distributions attributable to the SBIC Funds’ income without receiving any corresponding
cash distributions with respect to such income. We can make no assurances that the SBIC Funds will be able to make, or not be




limited in making, distributions to us. If we are unable to satisfy the annual distribution requirements, we may fail to qualify
matntat-etr-tax-—treatment-as a RIC, which would result in the imposition of eerperate—tevel-U. S. federal income tax imposed
at corporate rates on our entire taxable income without regard to any distributions made by us. See “ We will be subject to U.
S. federal income tax imposed at corporate rates if we are unable to maintain our tax treatment as a RIC under Subehapter
subchapter M of the Code. ”” Changes in interest rates will affect our cost of capital and net investment income. Following
treh irg-a rise-tr-period of elevated interest rates to address inflation concerns , in the third
quarter of 2024, the Federal Reserve cut rates for the first time since March 2022-2020 and . most recently, cut rates in the
fourth quarter of 2024. The Federal Reserve has beentapidly-inereasing-interestrates-and-has-indicated that #+-there may
eonstder-be additional rate hikes-cuts in respense-the future; however, future reductions to engoing-inflationeconeerns
benchmark rates are not certain . Some of our debt investments bear interest at fixed rates and the value of these investments
could be negatively affected by increases in market interest rates. In addition, because we have borrowed and to the extent that
we borrow additional funds to make investments, an increase in interest rates would make it more expensive for us to use debt to
finance our investments and adversely affect our performance if such increases cause our borrowing costs to rise at a rate in
excess of the rate that our investments yield. As a result, a significant increase in market interest rates could both reduce the
value of our portfolio investments and increase our cost of capital, which would reduce our net investment income. Rising
borrowing costs may contribute to the difficulty of companies in servicing their debt obligations and may lead to increases in
default rates. Certain changes in interest rates could have a material adverse effect on the Company and its investments.
Moreover, changes in interest rates could have a material negative impact on the financial condition of borrowers, the valuations
for loans, the unanticipated repayments of loans, and pressure to renegotiate terms on existing loans. Also, an increase in interest
rates available to investors could make an investment in shares of our common stock less attractive if we are not able to increase
our distribution rate, which could reduce the value of our common stock. It is possible that the Federal Reserve’ s tightening
cycle also could result in a recession in the United States. Conversely, a decrease in interest rates may have an adverse impact
on our returns by requiring us to seek lower yields on our debt investments and by increasing the risk that our portfolio
companies will prepay the debt investments, resulting in the need to redeploy capital at potentially lower rates. Inflation may
adversely affect the business, results of operations and financial condition of our portfolio companies, which may, in turn,
impact the valuation of such portfolio companies. Certain of our portfolio companies may be impacted by inflation, which may,
in turn, impact the valuation of such portfolio companies. If such portfolio companies are unable to pass any increases in their
costs along to their customers, it could adversely affect their results and their ability to pay interest and principal on our loans,
particularly if interest rates rise in response to inflation. In addition, any projected future decreases in our portfolio companies’
operating results due to inflation could adversely impact the fair value of those investments. Any decreases in the fair value of




sﬂbjeet—te—inereasedjarieing—ve}aﬁ}itjkaﬁd-maﬂéeeﬁsle()ur ability to enter into transactions involving deri 1vatlve€ and unfunded

commitment transactions may be limited. In 2020, the SEC adopted Rule 18f- 4 under the 1940 Act, which relates to the use of
derivatives and other transactions that create future payment or dehvery obhgatronq by BDC@ (and other funds that are registered
investment companies). Under Rule 18f- 4 W d-beg : :

derivatives are subject to a value- at- risk leverage limit, certain derivatives risk management program and te%tmg requlrements
and requirements related to board reporting. These requirements apply unless the BDC qualifies as a ““ limited derivatives user, ”
as defined in Rule 18f- 4. A BDC that enters into reverse repurchase agreements or similar financing transactions could either (i)
comply with the asset coverage requirements of Section 18, as modified by Section 61 of the 1940 Act, when engaging in
reverse repurchase agreements or (ii) choose to treat such agreements as derivative transactions under Rule 18f- 4. In addition,
under Rule 18f- 4, a BDC may enter into an unfunded commitment agreement that is not a derivatives transaction, such as an
agreement to provide financing to a portfolio company, if the BDC has a reasonable belief, at the time it enters into such an
agreement, that it will have sufficient cash and cash equivalents to meet its obligations with respect to all of its unfunded
commitment agreements, in each case as it becomes due. If the BDC cannot meet this requirement, it is required to treat the
unfunded commitment as a derivatives transaction subject to the aforementioned requirements of Rule 18f- 4. Collectively, these
requirements may limit our ability to use derivatives and / or enter into certain other financial contracts. We qualify as a *“ limited
derivatives user, ” and as a result the requirements applicable to us under Rule 18f- 4 may limit our ability to use derivatives and
enter into certain other financial contracts. However, if we fail to qualify as a limited derivatives user and become subject to the
additional requirements under Rule 18f- 4, compliance with such requirements may increase cost of doing business, which could
have a material adverse effect on our business, financial condition, results of operations and cash flow. Global economic,
political and market conditions may adversely affect our business, results of operations and financial condition,
including our revenue growth and profitability. We and our portfolio companies are subject to regulation by laws at the U. S.
federal, state and local levels. These laws and regulations, as well as their interpretation, could change from time to time,
including as the result of interpretive guidance or other directives from the U. S. President and others in the executive branch,
and new laws, regulations and interpretations could also come into effect. Following the November 2024 elections in the
United States, the Republican Party controls the Presidency, the Senate and the House of Representatives. Any saehnew
or changed laws or regulations , executive orders, as well as changes in the positions of regulatory agencies, which may lead
to changes in the level of oversight in the financial service industry, could have a material adverse effect on our business, and
political uncertainty could increase regulatory uncertainty in the near term . The nature, timing and economic effects of any
potential changes to the current legal and regulatory framework affecting the financial service industry remain
uncertain . The effects of legislative and regulatory proposals directed at the financial services industry or affecting taxation
could negatively impact the operations, cash flows or financial condition of us and our portfolio companies, impose additional
costs on us or our portfolio companies, intensify the regulatory supervision of us or our portfolio companies or otherwise
adversely affect our business or the business of our portfolio companies. In addition, if we do not comply with applicable laws
and regulations, we could lose any licenses that we then hold for the conduct of business and could be subject to civil fines and
criminal penalties. Over the last several years, there also has been an increase in regulatory attention to the extension of credit
outside of the traditional banking sector, raising the possibility that some portion of the non- bank financial sector will be
subject to new regulation. While it cannot be known at this time whether any regulation will be implemented or what form it
will take, increased regulation of non- bank credit extension could negatively impact our operations, cash flows or financial
condition, impose additional costs on us, intensify the regulatory supervision of us or otherwise adversely affect our business,
financial condition and results of operations. Actual and proposed changes to the complex system of laws and regulations
governing the banking industry further pose risks to the success of our operations, cash flows or financial conditions. Increases
to the asset threshold for designating financial institutions as “ systemically important financial institutions, ” as well as
proposed changes to the Volcker Rule, are just two examples; the effect of these change and any further rules or regulations are
and could be complex and far- reaching, and the changes and any future laws or regulations or changes thereto could negatively
impact our operations, cash flows or financial condition, impose additional costs on us, intensify the regulatory supervision of us
or otherwise adversely affect our business, financial condition and results of operations. Until we know what policy changes are
made and how those changes impact business and the business of our competitors over the long term, we will not know if,
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-Eufepeaﬂ—Umeﬂ— We are currently operating in a perlod of 51gn1ﬁcant capltal markets dlsruptlon and economic uncertalnty,
which may have a negative impact on our business, financial condition and operations. From time to time, capital markets may
experience periods of disruption and instability. The U. S. capital markets have experienced extreme volatility and disruption
following the global outbreak of COVID- 19 that began in December 2019, the conflict between Russia and Ukraine that began
in late February 2022, and the ongoing war in the Middle East. Even after the COVID- 19 pandemic subsided, the U. S.
economy, as well as most other major economies, have continued to experience unpredictable economic conditions, and we
anticipate our businesses would be materially and adversely affected by any prolonged economic downturn or recession in the
United States and other major markets. In addition, disruptions in the capital markets have increased the spread between the
yields realized on risk- free and higher risk securities, resulting in illiquidity in parts of the capital markets. The current
economic conditions have resulted in an adverse impact on the ability of lenders to originate loans, the volume and type of loans
originated, the ability of borrowers to make payments and the volume and type of amendments and waivers granted to
borrowers and remedial actions taken in the event of a borrower default, each of which could negatively impact the amount and
quality of loans available for investment by the Company and returns to the Company, among other things. The U. S. credit
markets (in particular for middle- market loans), have experienced the following among other things: (i) increased draws by
borrowers on revolving lines of credit and other financing instruments; (ii) increased requests by borrowers for amendments and
waivers of their credit agreements to avoid default, increased defaults by such borrowers and / or increased difficulty in
obtaining refinancing at the maturity dates of their loans and increased uses of PIK features; and (iii) greater volatility in pricing
and spreads and difficulty in valuing loans during periods of increased volatility, and liquidity issues. These conditions and
future market disruptions and / or illiquidity could have an adverse effect on our (and our portfolio companies') business,
financial condition, results of operations and cash flows. Ongoing unfavorable economic conditions may increase our funding
costs, limit our access to the capital markets or result in a decision by lenders not to extend credit to our portfolio companies and
/ or us. These events have limited and could continue to limit our investment originations, limit our ability to grow and have a
material negative impact on our operating results and the fair values of our debt and equity investments. We may have to access,
if available, alternative markets for debt and equity capital, and a severe disruption in the global financial markets, deterioration
in credit and financing conditions, continued increase in interest rates or uncertainty regarding U. S. government spending and
deficit levels or other global economic conditions could have a material adverse effect on our business, financial condition and
results of operations. While we intend to continue to source and invest in new loan transactions to U. S. middle market
companies, we cannot be certain that we will be able to do so successfully or consistently. A lack of suitable investment
opportunities may impair our ability to make new investments, and may negatlvely impact our earnings in decreased dividends
to our shareholders. If eeonomte-eonditions-eaused-by-the current economic conditions continue for an extended period of time,
loan delinquencies, loan non- accruals, problem assets, and bankruptcies may increase. In addition, collateral for our loans may
decline in value, which could cause loan losses to increase and the net worth and liquidity of loan guarantors could decline,
impairing their ability to honor commitments to us. An increase in loan delinquencies and non- accruals or a decrease in loan
collateral and guarantor net worth could result in increased costs and reduced income, which would have a material adverse
effect on our business, financial condition or results of operations. We continue to observe supply chain interruptions, labor
difficulties, commodity inflation and elements of economic and financial market instability both globally and in the United
States , which could adversely impact our results of operations and financial condition . We will need to raise additional
capital in the future in order to continue to make investments in accordance with our business and investing strategy and to
pursue new business opportunities. Ongoing disruptive conditions in the financial industry and the impact of new legislation in
response to those conditions could restrict our business operations and could adversely impact our results of operations and
financial condition. In addition, we generally are requlred to dlstrlbute at least 90 % of our net-erdinary-investment company
taxable income ande g €ess aHosses , if any, to our shareholders to qualify
asa fer—t-he—ta-)&beﬂeﬁts—avaﬁab-}e—te-RICs As a result, these earnings w111 not be avallable to fund new investments. An inability
to access the capital markets successfully could limit our ability to grow our business and execute our business strategy fully and
could decrease our earnings, if any, which may have a material adverse effect on our business, results of operations and financial
performance. We cannot be certain as to the duratlon or magnitude of the current eﬂgemg—eeﬁﬂeﬂﬂe—eeﬂd-rt—teﬂ—m—t-he—markets
conditions irwhieh-we-a otto perate-and correspondmg declines in economic activity that may
negatively 1mpact the U. S. economy and the rnarkets for the various types of goods and services provided by U. S. middle
market companies. Depending on the duration, magnitude and severity of these conditions and their related economic and
market impacts, certain of our portfolio companies may suffer declines in earnings and could experience financial distress,
which could cause them to default on their financial obligations to us and their other lenders. In consideration of these and
related factors, we have downgraded our internal ratings with respect to certain companies and may make additional downgrades
with respect to other portfolio companies in the future as conditions warrant and new information becomes available. Our
business is dependent on bank relationships and recent strain on the banking system may adversely impact us. The financial
markets reeently-have encountered volatility associated with concerns about the balance sheets of banks, especially small and




regional banks that may have significant losses associated with investments that make it difficult to fund demands to withdraw
deposits and other liquidity needs. Although the federal government has—prevmusly announced measures to assist these banks
and protect depositors, there is no assurance that similar measures will atrea
may-be materially-and-adverselyimpaeted-implemented during future periods of volatlllty Our busmess is dependent on
bank relationships, including small and regional banks, and we are proactively monitoring the financial health of banks with
which we (or our portfolio companies) do or may in the future do business. To the extent that our portfolio companies work with
banks that are negatively impacted by the foregoing, such portfolio companies’ ability to access their own cash, cash equivalents
and investments may be threatened. In addition, such affected portfolio companies may not be able to enter into new banking
arrangements or credit facilities, or receive the benefits of their existing banking arrangements or facilities. Any such
developments could harm our business, financial condition, and operating results, and prevent us from fully implementing our
investment plan. Continued strain on the banking system may adversely impact our business, financial condition and results of
operations. We may experience fluctuations in our quarterly operating results. We could experience fluctuations in our quarterly
operating results due to a number of factors, including our ability or inability to make investments in companies that meet our
investment criteria, the interest rate payable on the debt securities we acquire, the default rate on such securities, the level of our
expenses, variations in and the timing of the recognition of realized and unrealized gains or losses, the degree to which we
encounter competition in our markets and general economic conditions. As a result of these factors, results for any period

should not be relied upon as being indicative of performance in future periods. We will be subject to U. S. federal income tax
imposed at corporate rates if we are unable to maintain our tax treatment as a RIC under subchapter M of the Code. We
have elected to be treated and intend to qualify annually as a RIC under-SubehapterM-ofthe-Cede-; however, no assurance can
be given that we will be able to maintain our RIC tax treatment. To maintain our tax treatment as a RIC under-Subehapter M-of
the-Code-and to avoid the imposition of U. S. federal income tax on income and gains distributed to our stockholders, we must
meet certain requirements, including source- of- income, asset diversification and annual dlstrlbutlon requ1ren1ents In order

%ﬁe—we—afe—net—s’dbjeet—to satlsfy U—S—fedefa-l—meeme—taeeeﬁ—the i

-rﬂeeme—ta*eﬁ—sueh—aﬂ&emﬁs—]:he—source of- income requ1rement WrH—b&sat-tsﬁed-rf—W‘e must derlve at least 90 % of our gross
income for each year from dividends, interest, gains from sale of stock or other securities or simtlarsenrees-foreign
currencies, other income derived with respect to our business of investing in such stock or securities or income form “
qualified publicly traded partnerships . ” To maintain our tax treatment as a RIC, we must also meet certain asset
diversification requirements at the end of each calendar quarter. Failure to meet these requirements-tests in any year in which
we intend to be treated as a RIC may result in eurtesing-ourRIC-taxtreatmentor-our having to dispose of certain investments
quickly in order to prevent the loss of RIC status tax-treatment-. Because most of our investments will be in private or thinly
traded public companies, any such dispositions could be made at disadvantageous prices and may result in substantial losses.
Fhe-In addition, in order to satisfy the annual distribution requirement appteable-to-for a RI€s— RIC, geﬂefawl-ly—wﬂ-l—be
satisfiedif-we must timely distribute at least 90 % of our net ordinary income and net short- term capital gains in excess of net
long- term capital losses, if any, to our stockholders on an annual basis. We Hradditionwe-will be subject to a 4 %
nondeductible U. S. federal excise tax to the extent that we do not satisfy certain additional minimum distribution requirements
on a calendar- year basis. We will be subject, to the extent we use debt financing, to certain asset coverage ratio requirements
under the 1940 Act and financial covenants under loan and credit agreements that could, under certain circumstances, restrict us
from making annual distributions necessary to qualify maintain-eurtax—treatmentas a RIC. If we are unable to obtain cash from
other sources, we may fail to qualify maintaineurtaxtreatmentas a RIC and, thus, may be subject to U. S. federal income tax
on our entire taxable income without regard to any distributions made by us. If we fail to maintain our tax treatment as a RIC for
any reason and become subject to U. S. federal income tax imposed at corporate rates, the resulting tax liability could
substantially reduce our net assets, the amount of income available for distributions to stockholders and the amount of our
distributions and the amount of funds available for new investments. Such a failure could have a material adverse effect on us
and our stockholders . We may not be able to pay you distributions, our distributions may not grow over time, a portion of
distributions paid to you may be a return of capital, and investors in our debt securities may not receive all of the interest
income to which they are entitled . We intend to make distributions on a quarterly basis to our stockholders out of assets
legally available for distribution. We cannot assure you that we will achieve investment results that will allow us to make a
specified level of cash distributions or year- to- year increases in cash distributions. Our ability to pay distributions might be
adversely affected by the impact of one or more of the risk factors described in this Annual Report on Form 10- K, including
current market conditions described herein. If we violate certain covenants under our existing or future credit facilities or other
leverage, we may be limited in our ability to make distributions. All distributions will be made at the discretion of our board of
directors and will depend on our earnings, our financial condition, maintenance of RIC tax treatment, compliance with
applicable BDC regulations, SBA regulations, state corporate laws affecting the distribution of corporate assets and such other
factors as our board of directors may deem relevant from time to time. We cannot assure you that we will make distributions to
our stockholders in the future. The above- referenced restrictions on distributions may also inhibit our ability to make required
interest payments to holders of our debt securities, which may cause a default under the terms of our then- existing debt
agreements. Such a default could materially increase our cost of raising capital, as well as cause us to incur penalties under the
terms of our then- existing debt agreements. When we make quarterly distributions, we will be required to determine the extent
to which such distributions are paid out of current and accumulated earnings and profits, recognized capital gain or capital. To
the extent there is a return of capital, an investor receives his or her own invested capital, but reduced by the amount of the
Company’ s expenses and any sales load he or she may have paid. In addition, investors will be required to reduce their adjusted
tax basis in our stock for U. S. federal income tax purposes . We may choose to pay dividends in our own stock, in which



case you may be required to pay tax in excess of the cash you receive . Under certain applicable provisions of the Code and
the Treasury regulations and a revenue procedure issued by the IRS, a RIC may treat a distribution of its own stock as fulfilling
its RIC distribution requirements if each stockholder may elect to receive his or her entire distribution in either cash or stock of
the RIC, subject to a limitation that the aggregate amount of cash to be distributed to all stockholders must be at least 20 % of
the aggregate declared distribution. If too many stockholders elect to receive their distributions in cash, we must allocate the
cash available for distribution among the shareholders electing to receive cash (with the balance of the distribution paid in
shares of our common stock). If we qualify as a publicly offered RIC and decide to make any distributions consistent with this
revenue procedure that are payable in part in our stock, taxable stockholders receiving such dividends will be required to include
the full amount of the dividend (whether received in cash, our stock, or a combination thereof) as ordinary income (or as long-
term capital gain to the extent such distribution is properly reported as a capital gain dividend) to the extent of our current and
accumulated earnings and profits for U. S. federal income tax purposes. The value of the shares received by a stockholder is
treated as income for U. S. federal income tax purposes. A U. S. stockholder may have income from such dividend in excess of
any cash received, and thus may be required to obtain cash from other sources to pay any applicable U. S. federal income tax. If
a U. S. stockholder sells the stock it received as a dividend in order to pay this tax, the sales proceeds may be less than the
amount included in income with respect to the dividend, depending on the market price of our stock at the time of the sale.
Furthermore, with respect to non- U. S. stockholders, we may be required to withhold U. S. tax with respect to such dividends,
including in respect of all or a portion of such dividend that is payable in stock. If a significant number of our stockholders
determine to sell shares of our stock in order to pay taxes owed on dividends, it may put downward pressure on the trading price
of our stock. Due to current market conditions, we may reduce or defer our dividends and choose to incur YS-U. S. federal
excise tax in order te preserve cash and maintain flexibility. As a BDC, we are not required to make any distributions to
shareholders other than in connection with our election to be treated for U. S. federal income tax purposes as a RIC under
subehapterM-ofthe-Code-. In order to qualify maintaineurtaxtreatment-as a RIC, we generally must distribute to shareholders
for each taxable year at least 90 % of our investment company taxable income (i. e., net ordinary income plus realized net short-
term capital gains in excess of realized net long- term capital losses). If we qualify for taxation as a RIC, we generally will not
be subject to U. S. federal income tax on our investment company taxable income and net capital gains (i. e., realized net long-
term capital gains in excess of realized net short- term capital losses) that we timely distribute to shareholders. We will be
subject to a 4 % US federal excise tax on undistributed earnings of a RIC unless we distribute, each calendar year, at least the
sum of (1) 98 % of our ordinary income for the calendar year, (ii) 98. 2 % of the amount by which our capital gains— gain in
exeess— exceeds of-our capital loss (adjusted for certain ordinary losses ) for the one- year period ending en-October 31 of

the-in that calendar year s-and (iii) certain undistributed amounts from previous any-erdinary-ineome-and-net-eapital-gains
forpreeeding-ycars that-wetre-not-distributed-duringsaeh-years-and-on which we paid no U. S. federal income tax. Under the

Code, we may satisfy certain of our RIC distributions with dividends paid after the end of the current year. In particular, if we
pay a distribution in January of the following year that was declared in October, November, or December of the current year and
is payable to shareholders of record in the current year, referred to as" spillover dividends", the dividend will be treated for all
U. S. federal income tax purposes as if it were paid on December 31 of the current year. In addition, under the Code, we may
pay dividends, referred to as “ spillback dividends, ” that are paid during the following taxable year that will allow us to
maintain our qualification for taxation as a RIC and eliminate our liability for U. S. federal income tax impeosed at corporate
rates. Under these spillover dividend procedures, we may defer distribution of income earned during the current year until
December of the following year. For example, we may defer distributions of income earned during 2623-2024 until as late as
December 31, 2824-2025 . If we choose to pay a spillover dividend, we will incur the 4 % U. S. federal excise tax on some or all
of the distribution. Due to current market conditions (as described herein), it is possible that we may take certain actions with
respect to the timing and amounts of our distributions in order to preserve cash and maintain flexibility. For example, we may
reduce our dividends and / or defer our dividends to the following taxable year. If we defer our dividends, we may choose to
utilize the spillover dividend rules discussed above and incur the 4 % U. S. federal excise tax on such amounts. To further
preserve cash, we may combine these reductions or deferrals of dividends with one or more distributions that are payable
partially in our stock as discussed above under “ We may choose to pay dividends in our own stock, in which case you may be
required to pay tax in excess of the cash you receive. ” We may have difficulty paying our required distributions if we recognize
income before, or without, receiving cash representing such income. For U. S. federal income tax purposes, we are required to
include in our income certain amounts that we have not yet received in cash, such as OID, which may arise if we receive
warrants in connection with the making of a loan or in other circumstances, and contractual PIK interest, which represents
contractual interest added to the loan balance and due at the end of the loan term. Such OID, or increases in loan balances as a
result of contracted PIK arrangements, will be included in our income before we receive any corresponding cash payments. We
also may be required to include in our income certain other amounts that we will not receive in cash. Since in certain cases we
may be required to recognize income before or without receiving cash representing such income, we may have difficulty
meeting the requirement to distribute on an annual basis at least 90 % of our net ordinary income and net short- term capital
gains in excess of net long- term capital losses, if any, to maintain our tax treatment as a RIC. In such a case, we may have to
sell some of our investments at times and / or at prices we would not consider advantageous, raise additional debt or equity
capital or forgo new investment opportunities to satisfy the annual distribution requirements. In such circumstances, if we are
unable to obtain such cash from other sources, we may fail to maintain our tax treatment as a RIC and thus be subject to U. S.
federal income tax at-eerperatetates-. Sce ~“ We will be subject to U. S. federal income tax impeosed at corporate rates if we are
unable to maintain our tax treatment as a RIC under Subehapter-subchapter M of the Code. ” If a portfolio company defaults on
a loan that is structured to provide accrued interest, it is possible that accrued interest previously used in the calculation of the
incentive fee will become uncollectible. Our investment advisor will not be under any obligation to reimburse us for any part of



the incentive fee it received that was based on accrued income that we never receive as a result of a default by an entity on the
obligation that resulted in the accrual of such income. That part of the incentive fee payable by us that relates to our net
investment income will be computed and paid on income that may include interest that has been accrued but not yet received in
cash, such as market discount, debt instruments with PIK interest, preferred stock with PIK dividends and zero coupon
securities. To the extent we invest in OID instruments, including PIK loans, zero coupon bonds, and debt securities with
attached warrants, investors will be exposed to the risks associated with the inclusion of such non- cash income in taxable and
accounting income prior to receipt of cash, including the following risks: « the interest payments deferred on a PIK loan are
subject to the risk that the borrower may default when the deferred payments are due in cash at the maturity of the loan; * the
interest rates on PIK loans are higher to reflect the time- value of money on deferred interest payments and the higher credit risk
of borrowers who may need to defer interest payments; ¢ PIK instruments may have unreliable valuations because the accruals
require judgments about ultimate collectability of the deferred payments and the value of the associated collateral; ¢ an election
to defer PIK interest payments by adding them to principal increases our gross assets and, thus, increases future base
management fees to the investment advisor and, because interest payments will then be payable on a larger principal amount,
the PIK election also increases the investment advisor’ s future income incentive fees at a compounding rate; * market prices of
OID instruments are more volatile because they are affected to a greater extent by interest rate changes than instruments that
pay interest periodically in cash; ¢ the deferral of interest on a PIK loan increases its loan- to- value ratio, which is a measure of
the riskiness of a loan; * OID creates the risk of non- refundable cash payments to the investment advisor based on non- cash
accruals that may never be realized; * for U. S. federal income tax purposes, we will be required to make distributions of OID
income to shareholders without receiving any cash and such distributions have to be paid from offering proceeds or the sale of
assets without investors being given any notice of this fact; and ¢ the required recognition of OID, including PIK, interest for U.
S. federal income tax purposes may have a negative impact on liquidity, because it represents a non- cash component of the-our
taxable income that must, nevertheless, be distributed in cash to investors to avoid it being subject to U. S. federal income tax.
You may have a current tax liability on distributions you elect to reinvest in our common stock but would not receive cash to
pay such tax liability. If you participate in our dividend reinvestment plan, you will be deemed to have received, and for U. S.
federal income tax purposes will be subject to U. S. federal income taxed--- tax on, the amount reinvested in our common
stock to the extent the amount reinvested was not a tax- free return of capital. As a result, unless you are a tax- exempt entity,
you may have to use funds from other sources to pay your tax liability on the value of our common stock received as a result of
the distribution. Because we expect to distribute substantially all of our net investment income and net realized capital gains to
our stockholders, we will need additional capital to finance our growth, and such capital may not be available on favorable terms
or at all. We have elected to be treated for U. S. federal income tax purposes as a RIC under-Subehapter M-ofthe-Code-. [f we
continue to meet certain requirements, including source- of- income, asset diversification and distribution requirements, and if
we continue to be regulated as a BDC, we will continue to qualify te-be-taxed-as a RIC and therefore will not have to pay U. S.
federal income tax at-eerperate-rates-on income that we timely distribute to our stockholders, allowing us to substantially reduce
or eliminate our U. S. federal income tax liability. As a BDC, we are generally required to meet a coverage ratio of total assets to
total senior securities, which includes all of our borrowings (other than the SBA guaranteed debentures) and any preferred stock
we may issue in the future, of at least 150 % at the time we issue any debt or preferred stock. This requirement limits the
amount of our leverage. Because we will continue to need capital to grow our investment portfolio, this limitation may prevent
us from incurring debt or issuing preferred stock and require us to raise additional equity at a time when it may be
disadvantageous to do so. While we expect to be able to borrow and to issue additional debt and equity securities, we cannot
assure you that debt and equity financing will be available to us on favorable terms, or at all. If additional funds are not
available to us, we could be forced to curtail or cease new investment activities, and our net asset value could decline. In
addition, as a BDC, we generally are not permitted to issue equity securities priced below net asset value without stockholder
approval. At our 2623-2024 Annual Stockholders Meeting on June $-12 , 2623-2024 , our stockholders voted to allow us to issue
common stock at a price below net asset value per share for a period of one year ending on the earlier of June 812 , 2624-2025
or the date of our 2624-2025 Annual Meeting of Stockholders. We expect to present to our stockholders a similar proposal at our
2624-2025 Annual Meeting of Stockholders. The maximum number of shares issuable below net asset value pursuant to the
authority granted by our stockholders that could result in such dilution is limited to 25 % of FIC’ s then outstanding common
stock immediately prior to each such sale. We do not intend to issue shares of our common stock below net asset value unless
our board of directors determines that it would be in our stockholders’ best interests to do so. The level of net asset value
dilution that could result from such an offering is not limited. Our board of directors may change our investment objective,
operating policies and strategies without prior notice or stockholder approval, the effects of which may be adverse. Our board of
directors has the authority, except as otherwise provided by the 1940 Act, to modify or waive certain of our operating policies
and strategies without prior notice and without stockholder approval. Under Maryland law, we also cannot be dissolved without
prior stockholder approval except by judicial action. In addition, upon approval of a majority of our stockholders, we may elect
to withdraw our status as a BDC. If we, or Fund I, decide to withdraw our election, or if we otherwise fail to maintain our
qualification, as a BDC, we may be subject to the substantially greater regulation under the 1940 Act as a closed- end
investment company. Compliance with such regulations would significantly decrease our operating flexibility, and could
significantly increase our costs of doing business. We cannot predict the effect any changes to our current operating policies and
strategies would have on our business, operating results or the value of our common stock. Nevertheless, any such changes
could adversely affect our business and impair our ability to make distributions. Regulations governing our operation as a BDC
affect our ability to raise, and the way in which we raise, additional capital that may have a negative effect on our growth. Our
business will require capital to operate and grow. We may acquire such additional capital from the following sources: Senior
Securities. Currently we, through the SBIC Funds, issue debentures guaranteed by the SBA and have access to funds under a



revolving credit facility. In the future, we may issue debt securities or preferred stock and / or borrow money from banks or
other financial institutions, which we refer to collectively as senior securities. As a result of issuing senior securities, we will be
exposed to additional risks, including, but not limited to, the following: * Under the provisions of the 1940 Act, we are
permitted, as a BDC, to issue senior securities only in amounts such that our asset coverage, as defined in the 1940 Act, equals at
least 150 %. If the value of our assets declines, we may be unable to satisfy this requirement. If that happens, we may sell a
portion of our investments and, depending on the nature of our leverage, repay a portion of our debt at a time when such sales
and / or repayments may be disadvantageous. Further, we will not be permitted to declare or make any distribution to
stockholders or repurchase shares until such time as we satisfy this test. * Any amounts that we use to service our debt or make
payments on preferred stock will not be available for distributions to our common stockholders. ¢ It is likely that any senior
securities or other indebtedness we issue will be governed by an indenture or other instrument containing covenants restricting
our operating flexibility. Additionally, some of these securities or other indebtedness may be rated by rating agencies, and in
obtaining a rating for such securities and other indebtedness, we may be required to abide by operating and investment
guidelines that further restrict operating and financial flexibility. « We and, indirectly, our stockholders will bear the cost of
issuing and servicing such securities and other indebtedness. * Preferred stock or any convertible or exchangeable securities that
we issue in the future may have rights, preferences and privileges more favorable than those of our common stock, including
separate voting rights and could delay or prevent a transaction or a change in control to the detriment of the holders of our
common stock. Additional Common Stock. Under the provisions of the 1940 Act, we are not generally able to issue and sell our
common stock at a price below net asset value per share. We may, however, sell our common stock, warrants, options or rights
to acquire our common stock, at a price below the current net asset value of the common stock if our board of directors
determines that such sale is in the best interests of our stockholders, and our stockholders approve such sale. At our 2623-2024
Annual Stockholders Meeting on June $-12 , 2623-2024 , our stockholders voted to allow us to issue common stock at a price
below net asset value per share for a period of one year ending on the earlier of June 8-12 , 2624-2025 or the date of our 2624
2025 Annual Meeting of Stockholders. We expect to present to our stockholders a similar proposal at our 2624-2025 Annual
Meeting of Stockholders. The maximum number of shares issuable below net asset value pursuant to the authority granted by
our stockholders that could result in such dilution is limited to 25 % of FIC’ s then outstanding common stock immediately prior
to each such sale. We do not intend to sell or otherwise issue shares of our common stock below net asset value unless our board
of directors determines that it would be in our stockholders’ best interests to do so. The level of net asset value dilution that
could result from such an offering is not limited. In any such case, however, the price at which our common stock is to be issued
and sold may not be less than a price that, in the determination of our board of directors, closely approximates the market value
of such securities (less any distributing commission or discount). We may also make rights offerings to our stockholders at
prices per share less than the net asset value per share, subject to applicable requirements of the 1940 Act and the regulations
and staff interpretations thereunder. If we raise additional funds by issuing more common stock or senior securities convertible
into, or exchangeable for, our common stock, the percentage ownership of our stockholders at that time would decrease, and
they may experience dilution. Moreover, we can offer no assurance that we will be able to issue and sell additional equity
securities in the future, on favorable terms or at all. There is uncertainty surrounding potential legal, regulatory and policy
changes by the current presidential administration and Congress in the United States that may directly affect financial
institutions and the global economy. Changes in federal policy, including tax policies, and at regulatory agencies are expected to
occur over time through policy and personnel changes, which may lead to changes involving the level of oversight and focus on
the financial services industry or the tax rates paid by corporate entities. The nature, timing and economic and political effects of
potential changes to the current legal and regulatory framework affecting financial institutions remain highly uncertain.
Uncertainty surrounding future personnel or policy changes may adversely affect our operating environment and therefore our
business, financial condition, results of operations and growth prospects. Changes in laws or regulations governing our
operations may adversely affect our business or cause us to alter our business strategy. We are subject to regulation at the local,
state and federal level. New legislation may be enacted or new interpretations, rulings or regulations could be adopted, including
those governing the types of investments we are permitted to make, any of which could harm us and our stockholders,
potentially with retroactive effect. In addition, any change to the SBA’ s current debenture program could have a significant
impact on our ability to obtain low- cost leverage and, therefore, our competitive advantage over other funds. Legal, tax and
regulatory changes could occur that may adversely affect us. For example, from time to time the market for private equity
transactions has been (and is currently being) adversely affected by a decrease in the availability of senior and subordinated
financings for transactions, in part in response to credit market disruptions and / or regulatory pressures on providers of
financing to reduce or eliminate their exposure to the risks involved in such transactions. Additionally, any changes to the laws
and regulations governing our operations related to permitted investments may cause us to alter our investment strategy in order
to meet our investment objectives. Such changes could result in material differences to the strategies and plans set forth in this
Annual Report and may shift our investment focus from the areas of expertise of our investment advisor to other types of
investments in which our investment advisor may have little or no expertise or experience. Any such changes, if they occur,
could have a material adverse effect on our results of operations and the value of your investment. We cannot predict how new
tax legislation will affect us, our investments, or our stockholders, and any such legislation could adversely affect our business.
Legislative or other actions relating to taxes could have a negative effect on us. Matters pertaining to The-rules-deating-with-U.
S. federal income taxation are constantly under review by persons involved in the legislative process and by the Internal
Revenue Service and the U. S. Treasury Department. The Biden-Trump Administration has proposed significant changes to the
Code and existing U. S. taxrates-Treasury regulations , and there are a number of proposals in Congress that , if enacted
would similarly modify the Code existingH—S—taxrules-. The likelihood of any such legislation being enacted is uncertain, but
new legislation and any U. S. Treasury regulations, administrative interpretations or court decisions interpreting such legislation



could signifteantly-and-negatively-have adverse consequences, including affeet-affecting our ability to qualify fertax
treatmentas a RIC or otherwnse 1mpactmg the U. S. federal income tax consequences applicable to us and our investors of
Ve-0 d 0 . Investors are urged to consult with their tax advisor regarding tax
1eglslatlve regulatory, or admlmstratlve developments and proposals and their potential effect on an investment in our shares.
Changes to U. S. tariff and import / export regulations may have a negative effect on our portfolio companies and, in turn, harm
us. There has been ongoing discussion and commentary regarding potential significant changes to U. S. trade policies, treaties
and tariffs. The current U. S. presidential administration, along with the U. S. Congress, has created significant uncertainty
about the future relationship between the United States and certain other countries with respect to trade policies, treaties and
tariffs. These developments, or the perception that any of them could occur, may have a material adverse effect on global
economic conditions and the stability of global financial markets, and may significantly reduce global trade and, in particular,
trade between the impacted nations and the United States. Any of these factors could depress economic activity and restrict our
portfolio companies' access to suppliers or customers or the cost of such goods and have a material adverse effect on their
business, financial condition and results of operations, which in turn would negatively impact us. Our ability to enter into and
exit investment transactions with our affiliates will be restricted. Except in those instances where we have received prior
exemptive relief from the SEC, we will be prohibited under the 1940 Act from knowingly participating in certain transactions
with our affiliates without the prior approval of our Independent Directors. We, our investment advisor, the SBIC Funds, and
Fidus Credit Opportunities, L. P. received exemptive relief from the SEC under the 1940 Act, which permits us to co- invest
with other funds managed by our investment advisor or its affiliates in a manner consistent with our investment objective,
positions, policies, strategies and restrictions as well as regulatory requirements and other pertinent factors. In addition, any
person that owns, directly or indirectly, 5 % or more of our outstanding voting securities is deemed our affiliate for purposes of
the 1940 Act and we are generally prohibited from buying or selling any security from or to such affiliate, absent the prior
approval of our Independent Directors. The 1940 Act also prohibits “ joint ” transactions with an affiliate, which could include
investments in the same portfolio company (whether at the same or different times), without prior approval of our Independent
Directors. If a person acquires more than 25 % of our voting securities, we will be prohibited from buying or selling any security
from or to such person, or entering into joint transactions with such person, absent the prior approval of the SEC. These
restrictions could limit or prohibit us from making certain attractive investments that we might otherwise make absent such
restrictions. Our investment advisor can resign on 60 days’ notice, and we may not be able to find a suitable replacement within
that time, resulting in a disruption in our operations that could adversely affect our financial condition, business and results of
operations. Our investment advisor has the right, under the Investment Advisory Agreement, to resign at any time upon not less
than 60 days’ written notice, whether we have found a replacement or not. If our investment advisor resigns, we may not be able
to find a new investment advisor and administrator or hire internal management with similar expertise and ability to provide the
same or equivalent services on acceptable terms within 60 days, or at all. If we are unable to do so quickly, our operations are
likely to experience a disruption, our financial condition, business and results of operations as well as our ability to pay
distributions are likely to be adversely affected and the market price of our shares may decline. In addition, investment activities
are likely to suffer if we are unable to identify and reach an agreement with a single institution or group of executives having the
expertise possessed by our investment advisor and its affiliates. Even if we are able to retain comparable management, whether
internal or external, the integration of such management and their lack of familiarity with our investment objective may result in
additional costs and time delays that may adversely affect our financial condition, business and results of operations. Our
investment advisor can resign from its role as our administrator under the Administration Agreement, and we may not be able to
find a suitable replacement, resulting in a disruption in our operations that could adversely affect our financial condition,
business and results of operations. Our investment advisor also has the right to resign under the Administration Agreement,
whether we have found a replacement or not. If our investment advisor resigns as our administrator, we may not be able to find a
new administrator or hire internal management with similar expertise and ability to provide the same or equivalent services on
acceptable terms, or at all. If we are unable to do so quickly, our operations are likely to experience a disruption, our financial
condition, business and results of operations as well as our ability to pay distributions are likely to be adversely affected and the
market price of our shares may decline. In addition, administrative activities are likely to suffer if we are unable to identify and
reach an agreement with a service provider or individuals with the expertise possessed by our investment advisor. Even if we are
able to retain a comparable service provider or individuals to perform such services, whether internal or external, their
integration into our business and lack of familiarity with our investment objective may result in additional costs and time delays
that may adversely affect our financial condition, business and results of operations. The failure of cybersecurity protection
systems, as well as the occurrence of events unanticipated in our disaster recovery systems and management continuity
planning, could impair our ability to conduct business effectively. We, and others in our industry, are the targets of malicious
cyber activity. A successful cyber- attack, whether perpetrated by criminal or state- sponsored actors, against us or our service
providers, or an accidental disclosure of non- public information could have an adverse effect on our ability to communicate or
conduct business, negatively impacting our operations and financial condition. This adverse effect can become particularly acute
if those events affect our electronic data processing, transmission, storage, and retrieval systems, or impact the availability,
integrity, or confidentiality of our data, especially personal and other confidential information. We-If a significant number of
the members of our management were unavailable in the event of a disaster, our ability to effectively conduct our
business could be severely compromised. Our investment advisor and our third- party service providers depend heavily
upon computer systems to perform necessary business functions. Despite our implementation of a variety of security measures,
our computer systems, networks, and data, like those of other companies, could be subject to unauthorized access, acquisition,
use, alteration, or destruction, such as from the insertion of malware (including ransomware), physical and electronic break- ins
or unauthorized tampering . Our investment advisor may experience threats to their data and systems, including malware




and computer virus attacks, unauthorized access , or system failures and disruptions ef eur-eomputersystems; networks-and

data-. If one or more of these events occurs, it could potentlally jeopardize the confidential, proprietary, personal and other
information processed, stored in, and transmitted through our computer systems and networks. Such an attack could cause,
among other adverse effects, interruptions or malfunctions in our operations, misstated or unreliable financial data,
misappropriation of assets, loss of personal information, liability for stolen information, any of which could result in financial
losses, litigation, regulatory enforcement action and penalties, client dissatisfaction or loss, reputational damage, and increased
costs associated with mitigation of damages and remediation. We may have to make a significant investment to fix or replace
any inoperable or compromised systems or to modify or enhance its cybersecurity controls, procedures and measures. Similarly,
the public perception that we or our affiliates may have been the target of a cybersecurity threat, whether successful or not, also
could have a material adverse effect on our reputation and lead to financial losses from loss of business, depending on the nature
and severity of the threat. Third parties with which we do business (including vendors that provide us with services) are sources
of cybersecurity or other technological risks. We outsource certain functions and these relationships allow for the storage and
processing of our information, as well as counterparty, employee, and borrower information. Cybersecurity failures or breaches
to our investment adviser-advisor and other service providers (including, but not limited to, accountants, custodians, transfer
agents and administrators), and the issuers of securities in which we invest, also have the ability to cause disruptions and impact
business operations, potentially resulting in financial losses, interference with our ability to calculate its NAV, impediments to
trading, the inability of our stockholders to transact business, violations of applicable privacy and other laws, regulatory fines,
penalties, reputation damages, reimbursement of other compensation costs, or additional compliance costs. While we engage in
actions to reduce our exposure resulting from outsourcing, ongoing threats may result in unauthorized access, acquisition, use,
alteration or destruction of data, or other cybersecurity incidents that affects our data, resulting in increased costs and other
consequences, as described above. The Company does not control the cybersecurity measures put in place by such third parties,
and such third parties could have limited indemnification obligations to the Company and its affiliates. If such a third party fails
to adopt or adhere to adequate cybersecurity procedures, or if despite such procedures its networks or systems are breached,
information relating to investor transactions and / or personal information of investors may be lost or improperly accessed, used
or disclosed. The Company, the Adviser and its affiliates have implemented processes, procedures and internal controls to
mitigate cybersecurity risks and cyber intrusions, including in its vendors, but these measures, as well as the Company’ s
increased awareness of the nature and extent of a risk of a cyber- incident, may be ineffective and do not guarantee that a cyber-
incident will not occur or that the Company’ s financial results, operations or confidential information will not be negatively
impacted by a cybersecurity or cyber intrusion incident. Substantial costs may be incurred in order to prevent any cyber
incidents in the future. Privacy and information security laws and regulatory changes (including regulations to report material
cybersecurity incidents to the SEC), and compliance with those changes, may result in cost increases due to system changes and
the development of new administrative processes. In addition, we may be required to expend significant additional resources to
modify our protective measures and to investigate and remediate vulnerabilities or other exposures arising from operational and
security risks. Environmental, social and governance factors may adversely affect our business or cause us to alter our business
strategy. Our business faces increasing public scrutiny related to environmental, social and governance (“ ESG ”) activities. We
risk damage to our brand and reputation if we fail to act responsibly in a number of areas, such as environmental stewardship,
corporate governance and transparency and considering ESG factors in our investment processes. Adverse incidents with respect
to ESG activities could impact the value of our brand, the cost of our operations and relationships with investors, all of which
could adversely affect our business and results of operations. Additionally, new regulatory initiatives related to ESG could
adversely affect our business. The effect of global climate change may impact the operations and valuations of our portfolio
companies, which may, in turn, impact the valuation of such portfolio companies. Climate change creates physical and financial
risk and certain portfolio companies may be adversely affected by climate change. For example, the needs of customers of
energy companies vary with weather conditions, primarily temperature and humidity. To the extent weather conditions are
affected by climate change, energy use could increase or decrease depending on the duration and magnitude of any changes.
Increases in the cost of energy could adversely affect the cost of operations of our portfolio companies if the use of energy
products or services is material to their business. A decrease in energy use due to weather changes may affect some of our
portfolio companies’ financial condition through, for example, decreased revenues, which may, in turn, impact the valuation of
such portfolio companies. Extreme weather eonditions-events (including wildfires, droughts, hurricanes, and ﬂoods) in
general require more system backup, addlng to costs, and can contrlbute to 1ncreased system stresses, including service
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impact their ability to make payments on our investments and, in turn, the valuation of such portfolio companies . Risks
Relating to Our InvestmentsEconomic recessions or downturns could impair our portfolio companies and harm our
operating results . Many of our portfolio companies are susceptible to economic slowdowns or recessions (including industry
specific downturns), elevated levels of inflation, and a-rising-an elevated interest rate environment, and may be unable to repay
our debt investments during these periods. In the past, instability in the global capital markets resulted in disruptions in liquidity
in the debt capital markets, significant write- offs in the financial services sector, the re- pricing of credit risk in the broadly
syndicated credit market and the failure of major domestic and international financial institutions. In particular, in past periods of



instability, the financial services sector was negatively impacted by significant write- offs as the value of the assets held by
financial firms declined, impairing their capital positions and abilities to lend and invest. Our portfolio companies may be
susceptible to economic downturns or recessions. During these periods, the value of our portfolio may decrease if we are
required to write down the values of our investments, and we may have non- performing assets or non- performing assets may
increase, and the value of our portfolio is likely to decrease during these periods. Adverse economic conditions also may
decrease the value of any collateral securing our loans and decrease the value of our equity investments. A severe recession may
further decrease the value of such collateral and result in losses of value in our portfolio and a decrease in revenues, net income
and assets. Unfavorable economic conditions also could increase our funding costs, limit our access to the capital markets or
result in a decision by lenders not to extend credit to us on terms we deem acceptable. In addition, a prolonged economic
downturn or recession could extend our investment time horizon by limiting our ability to achieve timely liquidity events, such
as a sale, merger or IPO, or the refinancing of our debt investments, and could ultimately impact our ability to realize anticipated
investment returns. These events could prevent us from increasing our investments and adversely impact our operating results.
The occurrence of recessionary conditions and / or negative developments in the domestic and international credit markets may
significantly affect the markets in which we do business, the value of our investments, and our ongoing operations, costs and
profitability. Any such unfavorable economic conditions, including rising interest rates, also may increase our funding costs,
limit our access to capital markets or negatively impact our ability to obtain financing, particularly from the debt markets. In
addition, any future financial market uncertainty could lead to financial market disruptions and could further impact our ability
to obtain financing. These events could limit our investment originations, limit our ability to grow and negatively impact our
operating results and financial condition. Terrorist attacks, acts of war, or natural disasters may affect any market for our
common stock, impact the businesses in which we invest and harm our business, operating results and financial condition.
Portfolio investments may be affected by force majeure events (i. e., events beyond the control of the party claiming that the
event has occurred, including, without limitation, acts of God, fire, flood, earthquakes, war, terrorism and labor strikes). Some
force majeure events may adversely affect the ability of a party (including a portfolio company or a counterparty to us or a
portfolio company) to perform its obligations until it is able to remedy the force majeure event. In addition, the cost to a
portfolio company of repairing or replacing damaged assets resulting from such force majeure events could be considerable.
Additionally, a major governmental intervention into industry, including the nationalization of an industry or the assertion of
control over one or more companies or its assets, could result in a loss to us, including if its investment in such issuer is
cancelled, unwound or acquired (which could be without what we consider to be adequate compensation). To the extent we are
exposed to investments in portfolio companies that as a group are exposed to such force majeure events, the risks and potential
losses to us are enhanced. The continued threat of global terrorism and the impact of military and other action will likely
continue to cause volatility in the economies of certain countries, contribute to increased market volatility and economic
uncertainties or deterioration in the United States and worldwide and various aspects thereof, including in prices of
commodities. Our portfolio investments may involve significant strategic assets having a national or regional profile. The nature
of these assets could expose them to a greater risk of being the subject of a terrorist attack than other assets or businesses. Acts
of war could similarly lead to such volatility. For example, in response to the ongoing conflict between Russia and Ukraine, the
United States and other countries have imposed sanctions or other restrictive actions against Russia. In addition, the recent
outbreak of hostilities in the Middle East and escalating tensions in the region may create volatility and disruption of global
markets. The ramifications of the hostilities and sanctions, however, may not be limited to Russia and the Middle East and
Russian and Middle Eastern companies, respectively, but may spill over to and negatively impact other regional and global
economic markets (including Europe and the United States), companies in other countries (particularly those that have done
business with Russia) and on various sectors, industries and markets for securities and commodities globally, such as oil and
natural gas. Any of the above factors, including sanctions, export controls, tariffs, trade wars and other governmental actions,
could have a material adverse effect on our business, financial condition, cash flows, and results of operations, and could cause
the market value of our common stock to decline. In addition, these market and economic disruptions could negatively impact
the operating results of our portfolio companies, which may, in turn, impact the valuation of such portfolio companies, and
impact our business, operating resulting and financial condition. Our investments in certain industry sectors, such as the energy
sector, may be subject to significant political, economic and capacity risks that may increase the possibility that we lose all or a
part of our investment. The revenues and profitability of certain portfolio companies may be significantly affected by the future
prices of and the demand for oil, natural gas liquids and natural gas, which are inherently uncertain. Investments in energy
companies may have significant shortfalls in projected cash flow if prices decline from levels projected at the time the
investment is made. Various factors beyond our control could affect energy prices, including worldwide supplies, political
instability or armed conflicts in oil, natural gas liquids and natural gas producing regions, the price of foreign imports, the level
of consumer demand, the price and availability of alternative fuels, capacity constraints and changes in existing government
regulation, taxation and price controls. Energy prices have fluctuated greatly during the past, and energy markets may continue
to be volatile. Changes in healthcare laws and other regulations applicable to some of our portfolio companies’ businesses may
constrain their ability to offer their products and services. Changes in healthcare or other laws and regulations applicable to the
businesses of some of our portfolio companies may occur that could increase their compliance and other costs of doing business,
require significant systems enhancements, or render their products or services less profitable or obsolete, any of which could
have a material adverse effect on their results of operations. There has also been an increased political and regulatory focus on
healthcare laws in recent years, and new legislation could have a material effect on the business and operations of some of our
portfolio companies. If our portfolio companies are unable to protect their intellectual property rights, our business and prospects
could be harmed, and if portfolio companies are required to devote significant resources to protecting their intellectual property
rights, the value of our investment could be reduced. Our future success and competitive position will depend in part upon the



ability of our portfolio companies to obtain, maintain and protect proprietary technology used in their products and services. The
intellectual property held by our portfolio companies often represents a substantial portion of the collateral securing our
investments and / or constitutes a significant portion of the portfolio companies’ value and may be available in a downside
scenario to repay our loans. Our portfolio companies will rely, in part, on patent, trade secret, and trademark law to protect that
technology, but competitors may misappropriate their intellectual property, and disputes as to ownership of intellectual property
may arise. Portfolio companies may, from time to time, be required to institute litigation to enforce their patents, copyrights, or
other intellectual property rights; protect their trade secrets; determine the validity and scope of the proprietary rights of others;
or defend against claims of infringement. Such litigation could result in substantial costs and diversion of resources. Similarly, if
a portfolio company is found to infringe or misappropriate a third- party’ s patent or other proprietary rights, it could be required
to pay damages to the third party, alter its products or processes, obtain a license from the third- party, and / or cease activities
utilizing the proprietary rights, including making or selling products utilizing the proprietary rights. Any of the foregoing events
could negatively affect both the portfolio company’ s ability to service our debt investment and the value of any related debt and
equity securities that we own, as well as any collateral securing our investment. Cybersecurity risks and cyber incidents may
adversely affect our business or the business of our portfolio companies by causing a disruption to our operations or the
operations of our portfolio companies, a compromise or corruption of our confidential information or the confidential
information of our portfolio companies and / or damage to our business relationships or the business relationships of our
portfolio companies, all of which could negatively impact the business, financial condition and operating results of us or our
portfolio companies. A cyber incident is considered to be any adverse event that threatens the confidentiality, integrity or
availability of the information resources of us or our portfolio companies. These incidents may be an intentional attack or an
unintentional event and could involve gaining unauthorized access to our information systems or those of our portfolio
companies for purposes of misappropriating assets, stealing confidential information, corrupting data or causing operational
disruption. The result of these incidents may include disrupted operations, misstated or unreliable financial data, liability for
stolen assets or information, increased cybersecurity protection and insurance costs, litigation and damage to business
relationships. As our and our portfolio companies’ reliance on technology has increased, so have the risks posed to our
information systems, both internal and those provided by third- party service providers, and the information systems of our
portfolio companies. We have implemented processes, procedures and internal controls to help mitigate cybersecurity risks and
cyber intrusions, but these measures, as well as our increased awareness of the nature and extent of a risk of a cyber- incident, do
not guarantee that a cyber- incident will not occur and / or that our financial results, operations or confidential information will
not be negatively impacted by such an incident. Our investments in portfolio companies may be risky, and we could lose all
or part of our investment. Investing in lower middle- market companies involves a number of significant risks. Among other
things, these companies: * may have limited financial resources and may be unable to meet their obligations under their debt
instruments that we hold, which may be accompanied by a deterioration in the value of any collateral and a reduction in the
likelihood of us realizing any guarantees from subsidiaries or affiliates of portfolio companies that we may have obtained in
connection with our investment; * may have shorter operating histories, narrower product lines and smaller market shares, which
tend to render them more vulnerable to competitors’ actions and market conditions, as well as general economic downturns, than
larger businesses; ¢ are more likely to depend on the management talents and efforts of a small group of persons; therefore, the
death, disability, resignation or termination of one or more of these persons could have a material adverse impact on our
portfolio company and, in turn, on us; * generally have less predictable operating results, may from time to time be parties to
litigation, may be engaged in rapidly changing businesses with products subject to a substantial risk of obsolescence, and may
require substantial additional capital to support their operations, finance expansion or maintain their competitive position; and ¢
generally have less publicly available information about their businesses, operations and financial condition. If we are unable to
uncover all material information about these companies, we may not make a fully informed investment decision, and may lose
all or part of our investment. In addition, in the course of providing significant managerial assistance to certain portfolio
companies, certain of our management and directors may serve as directors on the boards of such companies. To the extent that
litigation arises out of investments in these portfolio companies, our management and directors may be named as defendants in
such litigation, which could result in an expenditure of funds (through our indemnification of such officers and directors) and the
diversion of management time and resources . The lack of liquidity in our investments may adversely affect our business .
All of our assets may be invested in illiquid securities, and a substantial portion of our investments in leveraged companies will
be subject to legal and other restrictions on resale or will otherwise be less liquid than more broadly traded public securities. The
illiquidity of these investments may make it difficult for us to sell such investments when desired. In addition, if we are required
to liquidate all or a portion of our portfolio quickly, we may realize significantly less than the value at which we have
previously recorded these investments. As a result, we do not expect to achieve liquidity in our investments in the near- term.
However, to maintain the elections to be regulated as a BDC and as a RIC, we may have to dispose of investments if they do not
satisfy one or more of the applicable criteria under the respective regulatory frameworks. We may also face other restrictions on
our ability to liquidate an investment in a portfolio company to the extent that we or our investment advisor have material
nonpublic information regarding such portfolio company . We may not have the funds to make additional investments in our
portfolio companies that could impair the value of our portfolio . After our initial investment in a portfolio company, we
may be called upon from time to time to provide additional funds to such company or have the opportunity to increase our
investment through the exercise of a warrant to purchase common stock. There is no assurance that we will make, or will have
sufficient funds to make, follow- on investments. Any decisions not to make a follow- on investment or any inability on our part
to make such an investment may have a negative impact on a portfolio company in need of such an investment, may result in a
missed opportunity for us to increase our participation in a successful operation or may reduce the expected yield on the
investment. Even if we have sufficient capital to make a desired follow- on investment, we may elect not to make a follow- on



investment because we may not want to increase our level of risk, because we prefer other opportunities or because we are
inhibited by compliance with BDC requirements, SBA regulations or the desire to maintain our RIC tax treatment. Our ability to
make follow- on investments may also be limited by our investment advisor’ s allocation policy. Portfolio companies may incur
debt that ranks equally with, or senior to, our investments in such companies. We will invest in second lien and subordinated
debt as well as equity issued by lower middle- market companies. The portfolio companies generally have, or may be permitted
to incur, other debt that ranks equally with, or senior to, the debt in which we invest. By their terms, such senior debt
instruments may entitle the holders to receive payment of interest or principal on or before the dates on which we are entitled to
receive payments with respect to the debt instruments in which we invest. Also, in the event of insolvency, liquidation,
dissolution, reorganization or bankruptcy of a portfolio company, holders of debt instruments ranking senior to our investment in
that portfolio company would typically be entitled to receive payment in full before we receive any distribution. After repaying
such senior creditors, such portfolio company may not have any remaining assets to use for repaying its obligation to us. In the
case of debt ranking equally with debt instruments in which we invest, we would have to share on an equal basis any
distributions with other creditors holding such debt in the event of an insolvency, liquidation, dissolution, reorganization or
bankruptcy of the relevant portfolio company. There may be circumstances where our debt investments could be subordinated to
claims of other creditors or could be subject to lender liability claims. Even though we may have structured certain of our
investments as senior loans, if one of our portfolio companies were to go bankrupt, depending on the facts and circumstances,
including the extent to which we actually provided managerial assistance to that portfolio company, a bankruptcy court might
recharacterize our debt investment and subordinate all or a portion of our claim to that of other creditors. We may also be
subject to lender liability claims for actions taken by us with respect to a borrower’ s business or instances where we exercise
control over the borrower. It is possible that we could become subject to a lender’ s liability claim, including as a result of
actions taken in rendering significant managerial assistance. Second priority liens on collateral securing loans that we make to
our portfolio companies may be subject to control by senior creditors with first priority liens. If there is a default, the value of
the collateral may not be sufficient to repay in full both the first priority creditors and us. Certain loans we make to portfolio
companies are and will be secured on a second priority basis by the same collateral securing senior secured debt of such
companies. The first priority liens on the collateral secure the portfolio company’ s obligations under any outstanding senior
debt and may secure certain other future debt that may be permitted to be incurred by the company under the agreements
governing the loans. The holders of obligations secured by the first priority liens on the collateral will generally control the
liquidation of and be entitled to receive proceeds from any realization of the collateral to repay their obligations in full before us.
In addition, the value of the collateral in the event of liquidation will depend on market and economic conditions, the availability
of buyers and other factors. There can be no assurance that the proceeds, if any, from the sale or sales of all of the collateral
would be sufficient to satisfy the loan obligations secured by the second priority liens after payment in full of all obligations
secured by the first priority liens on the collateral. If such proceeds are not sufficient to repay amounts outstanding under the
loan obligations secured by the second priority liens, then we, to the extent not repaid from the proceeds of the sale of the
collateral, will only have an unsecured claim against the company’ s remaining assets, if any. The rights we may have with
respect to the collateral securing the loans we make to portfolio companies with senior debt outstanding may also be limited
pursuant to the terms of one or more intercreditor agreements entered into with the holders of senior debt. Under an intercreditor
agreement, at any time that obligations having the benefit of the first priority liens are outstanding, any of the following actions
that may be taken in respect to the collateral will be at the direction of the holders of the obligations secured by the first priority
liens: « the ability to cause the commencement of enforcement proceedings against the collateral; « the ability to control the
conduct of such proceedings; ¢ the approval of amendments to collateral documents; © releases of liens on the collateral; and *
waivers of past defaults under collateral documents. We may not have the ability to control or direct such actions, even if our
rights are adversely affected. We may hold the debt securities of leveraged companies that may, due to the significant volatility
of such companies, enter into bankruptcy proceedings. Leveraged companies may experience bankruptcy or similar financial
distress. The bankruptcy process has a number of significant inherent risks. Many events in a bankruptcy proceeding are the
product of contested matters and adversary proceedings and are beyond the control of the creditors. A bankruptcy filing by an
issuer may adversely and permanently affect the issuer. If the proceeding is converted to a liquidation, the value of the issuer
may not equal the liquidation value that was believed to exist at the time of the investment. The duration of a bankruptcy
proceeding is also difficult to predict, and a creditor’ s return on investment can be adversely affected by delays until the plan of
reorganization or liquidation ultimately becomes effective. The administrative costs in connection with a bankruptcy proceeding
are frequently high and would be paid out of the debtor’ s estate prior to any return to creditors. Because the standards for
classification of claims under bankruptcy law are vague, our influence with respect to the class of securities or other obligations
we own may be lost by increases in the number and amount of claims in the same class or by different classification and
treatment. In the early stages of the bankruptcy process, it is often difficult to estimate the extent of, or even to identify, any
contingent claims that might be made. In addition, certain claims that have priority by law (for example, claims for taxes) may
be substantial. Any unrealized depreciation we experience on our investment portfolio may be an indication of future realized
losses, which could reduce our income available for distribution. As a BDC, we are required to carry our investments at fair
value as determined in good faith by our board of directors. Decreases in the fair values of our investments will be recorded as
unrealized depreciation. Any unrealized depreciation in our investment portfolio could be an indication of a portfolio company'
s inability to meet its repayment obligations to us with respect to the affected investments. This could result in realized losses in
the future and ultimately in reductions of our income available for distribution in future periods. Defaults by our portfolio
companies will harm our operating results. A portfolio company’ s failure to satisfy financial or operating covenants imposed
by us or other lenders could lead to defaults and, potentially, termination of its loans and foreclosure on its assets. This could
trigger cross- defaults under other agreements and jeopardize the portfolio company’ s ability to meet its obligations under the



debt or equity securities that we hold. We may incur expenses to the extent necessary to seek recovery upon default or to
negotiate new terms, which may include the waiver of certain financial covenants, reduced interest and / or loss of principal,
with a defaulting portfolio company. To the extent OID and PIK- interest constitute a portion of our income, we will be exposed
to typical risks associated with such income being required to be included in taxable and accounting income prior to receipt of
cash representing such income. Our investments may include original- issue- discount instruments and contractual PIK- interest
arrangements. To the extent OID or PIK- interest constitutes a portion of our income, we are exposed to typical risks associated
with such income being required to be included in taxable and accounting income prior to receipt of cash, including the
following: (2] The higher interest rates of OID and PIK instruments reflect the payment deferral, which results in a higher
principal amount at the maturity of the instrument as compared to the original principal amount of the instrument, and increased
credit risk associated with these instruments, and OID and PIK instruments generally represent a significantly higher credit risk
than coupon loans. (2] Even if the accounting conditions for income accrual are met, the borrower could still default when our
actual collection is supposed to occur at the maturity of the obligation. (?2J OID and PIK instruments may have unreliable
valuations because their continuing accruals require continuing judgments about the collectability of the deferred payments and
the value of any associated collateral. OID and PIK- income may also create uncertainty about the source of our cash
distributions. [?) To the extent we provide loans with interest- only payments or moderate loan amortization, the majority of the
principal payment or amortization of principal may be deferred until loan maturity. Because this debt generally allows the
borrower to make a large lump- sum payment of principal at the end of the loan term, there is a risk of loss if the borrower is
unable to pay the lump sum or refinance the amount owed at maturity. (2] For accounting purposes, any cash distributions to
stockholders representing OID and PIK- income are not treated as coming from paid- in capital, even though the cash to pay
them comes from the offering proceeds. As a result, despite the fact that a distribution representing OID and PIK- income could
be paid out of amounts invested by our stockholders, the 1940 Act does not require that stockholders be given notice of this fact
by reporting it as a return of capital. (2] In certain cases, we may recognize taxable income before or without receiving
corresponding cash payments and, as a result, we may have difficulty meeting the annual distribution requirement necessary to
maintain our tax treatment-qualification as a RIC. We do not expect to control many of our portfolio companies. We do not
expect to control many of our portfolio companies, even though we may have board representation or board observation rights,
and the debt agreements may contain certain restrictive covenants. As a result, we are subject to the risk that a portfolio
company in which we invest may make business decisions with which we disagree and the management of such company, as
representatives of the holders of the company’ s common equity, may take risks or otherwise act in ways that do not serve our
interests as debt investors. Due to the lack of liquidity for our investments in private companies in the lower middle- market, we
may not be able to dispose of our interests in our portfolio companies as readily as we would like or at an appropriate valuation.
As aresult, a portfolio company may make decisions that could decrease the value of our portfolio holdings. We are a non-
diversified investment company within the meaning of the 1940 Act; therefore, we are not limited with respect to the proportion
of our assets that may be invested in securities of a single issuer. We are classified as a non- diversified investment company
within the meaning of the 1940 Act, which means that we are not limited by the 1940 Act with respect to the proportion of our
assets that we may invest in securities of a single issuer. To the extent that we assume large positions in the securities of a small
number of issuers, our net asset value may fluctuate to a greater extent than that of a diversified investment company as a result
of changes in the financial condition or the market’ s assessment of the issuer and the aggregate returns we realize may be
significantly adversely affected if a small number of investments perform poorly or if we need to write down the value of any
one investment. Additionally, while we are not targeting any specific industries, our investments may be concentrated in
relatively few industries. As a result, a downturn in any particular industry in which we are invested could also significantly
impact the aggregate returns we realize. We may also be more susceptible to any single economic or regulatory occurrence than
a diversified investment company. Beyond the asset diversification requirements applicable to RICs, we do not have fixed
guidelines for diversification, and our investments could be concentrated in relatively few portfolio companies. Prepayments of
our debt investments by our portfolio companies could adversely impact our results of operations and reduce our return on
equity. We are subject to the risk that the investments we make in our portfolio companies may be repaid prior to maturity.
When this occurs, we will generally reinvest these proceeds in temporary investments (cash equivalents), pending future
investments in new portfolio companies. These temporary investments will typically have substantially lower yields than the
debt being repaid, and we could experience significant delays in reinvesting these amounts. In addition, any future investment of
such amounts in a new portfolio company may also be at lower yields than the investment that was repaid. As a result, our
results of operations could be materially adversely affected if one or more of our portfolio companies elect to prepay amounts
owed to us. Additionally, prepayments could negatively impact our return on equity, which could result in a decline in the
market price of our common stock. We may not realize gains from our equity investments. Certain investments that we have
made in the past and may make in the future include warrants or other equity or equity- related securities. Typically we make
non- control equity investments in portfolio companies. Our goal is to realize gains upon our disposition of such equity interests.
However, the equity interests we receive may not appreciate in value and, in fact, may decline in value. We also may be unable
to realize any value if a portfolio company does not have a liquidity event, such as a sale of the business, recapitalization or
public offering, which would allow us to sell the underlying equity interests. We often seek puts or similar rights to give us the
right to sell our equity securities back to the portfolio company issuer. We may be unable to exercise these put rights for the
consideration provided in our investment documents if the issuer is in financial distress. Accordingly, we may not be able to
realize gains from our equity interests, and any gains that we do realize on the disposition of any equity interests may not be
sufficient to offset any other losses we experience. If our primary investments are deemed not to be qualifying assets, we could
be precluded from investing in our desired manner or deemed to be in violation of the 1940 Act. As Hr-erder-to-matntainonr
statas-as-a BDC, we may not acquire any assets other than “ qualifying assets ” unless, at the time of and after giving effect to



such acquisition, at least 70 % of our total assets are qualifying assets. We believe that most of the investments that we may
acquire in the future will constitute qualifying assets. However, we may be precluded from investing in what we believe are
attractive investments if such investments are not qualifying assets for purposes of the 1940 Act. If we do not invest a sufficient
portion of our assets in qualifying assets, we could violate the 1940 Act provisions applicable to BDCs and be precluded from
making follow- on investments in existing portfolio companies (which could result in the dilution of our position) or required to
dispose of investments at inappropriate times in order to come into compliance with the 1940 Act. If we need to dispose of such
investments quickly, it could be difficult to dispose of such investments on favorable terms. We may not be able to find a buyer
for such investments and, even if we do find a buyer, we may have to sell the investments at a substantial loss. Any such
outcomes would have a material adverse effect on our business, financial condition, results of operations and cash flows.
Furthermore, any failure to comply with the requirements imposed on BDCs by the 1940 Act could cause the SEC to bring an
enforcement action against us and / or expose us to claims of private litigants. If we do not maintain our status as a BDC, we
would be subject to regulation as a registered closed- end investment company under the 1940 Act. As a registered closed- end
investment company, we would be subject to substantially more regulatory restrictions under the 1940 Act, which would
significantly decrease our operating flexibility. The disposition of our investments may result in contingent liabilities. A
significant portion of our investments involve private securities and we expect that a significant portion of our investments will
continue to involve private securities. In connection with the disposition of an investment in private securities, we may be
required to make representations about the business and financial affairs of the portfolio company typical of those made in
connection with the sale of a business. Additionally, customary terms of such sales agreements generally provide adjustments to
the initial purchase price determined on the closing date if the portfolio company' s net working capital varies from preliminary
amounts utilized in determining the initial purchase price; such adjustments could subsequently result in upward or downward
revisions to the initial purchase price and impact our amount of realized gain or loss on sale. We may also be required to
indemnify the purchasers of such investment to the extent that any such representations turn out to be inaccurate or with respect
to potential liabilities. These arrangements may result in contingent liabilities that ultimately result in funding obligations that
we must satisfy through its return of distributions previously made to it. We may be unable to invest a significant portion of any
net proceeds from an offering or from exiting an investment or other capital on acceptable terms, which could harm our
financial condition and operating results. We may be unable to invest the net proceeds of any offering or from exiting an
investment or other sources of capital on acceptable terms within the time period that we anticipate or at all. Delays in investing
such capital may cause our performance to be worse than that of fully invested BDCs or other lenders or investors pursuing
comparable investment strategies. Depending on market conditions and the amount of the capital involved, it may take us a
substantial period of time to invest substantially all the capital in securities meeting our investment objective. During this period,
we will invest such capital primarily in short- term securities consistent with our BDC election and our election to qualify be
taxed-as a RIC, which may produce returns that are significantly lower than the returns which we expect to achieve when our
portfolio is fully invested in longer- term investments in pursuit of our investment objective. Any distributions that we pay
during such period may be substantially lower than the distributions that we may be able to pay when our portfolio is fully
invested. In addition, until such time as the net proceeds of any offering or from exiting an investment or other sources capital
are invested in new investments meeting our investment objective, the market price for our common stock may decline. Our
investment advisor’ s liability is limited under the Investment Advisory Agreement, and we have agreed to indemnify our
investment advisor against certain liabilities, which may lead our investment advisor to act in a riskier manner on our behalf than
it would when acting for its own account. Under the Investment Advisory Agreement, our investment advisor does not assume
any responsibility to us other than to render the services called for under that agreement, and it is not responsible for any action
of our board of directors in following or declining to follow our investment advisor’ s advice or recommendations. Under the
terms of the Investment Advisory Agreement, our investment advisor and its officers, directors, members, managers, partners,
stockholders and employees are not liable to us, any subsidiary of ours, our directors, our stockholders or any subsidiary’ s
stockholders or partners for acts or omissions performed in accordance with and pursuant to the Investment Advisory
Agreement, except those resulting from acts constituting gross negligence, willful misconduct, bad faith or reckless disregard of
our investment advisor’ s duties under the Investment Advisory Agreement. In addition, we have agreed to indemnify our
investment advisor and its officers, directors, members, managers, partners, stockholders and employees from and against any
claims or liabilities, including reasonable legal fees and other expenses reasonably incurred, arising out of or in connection with
our business and operations or any action taken or omitted on our behalf pursuant to authority granted by the Investment
Advisory Agreement, except where attributable to gross negligence, willful misconduct, bad faith or reckless disregard of such
person’ s duties under the Investment Advisory Agreement. These protections may lead our investment advisor to act in a riskier
manner when acting on our behalf than it would when acting for its own account. Risks Relating to Our Common
StockShares of closed- end investment companies, including business development companies, frequently trade at a
discount to their net asset value. Shares of closed- end investment companies, including BDCs, frequently trade at a discount
from net asset value. This characteristic of closed- end investment companies and BDCs is separate and distinct from the risk
that our net asset value per share may decline. We cannot predict whether our common stock will trade at, above or below net
asset value. In addition, if our common stock trades below net asset value, we will generally not be able to issue additional
common stock at the market price without first obtaining the approval of our stockholders and our Independent Directors. On
June 8-12 , 2623-2024 , our stockholders voted to allow us to sell or otherwise issue common stock at a price below net asset
value per share for a period of one year ending on the earlier of June 8-12 , 2624-202S or the date of our 2624-2025 Annual
Meeting of Stockholders. We expect to present to our stockholders a similar proposal at our 2624-2025 Annual Meeting of
Stockholders. Selling or otherwise issuing shares of FIC’ s common stock below its then current net asset value per share would
result in a dilution of FIC” s existing common stockholders. The maximum number of shares issuable below net asset value



pursuant to the authority granted by our stockholders that could result in such dilution is limited to 25 % of FIC’ s then
outstanding common stock immediately prior to each such sale. We do not intend to sell or otherwise issue shares of our
common stock below net asset value unless our board of directors determines that it would be in our stockholders’ best interests
to do so. The level of net asset value dilution that could result from such an offering is not limited. Market conditions may
increase the risks associated with our business and an investment in us. The current worldwide financial market situation may
contribute to increased market volatility, may have long- term effects on the U. S. and worldwide financial markets and may
cause economic uncertainties or deterioration in the United States and worldwide. These conditions raised the level of many of
the risks described herein and, if repeated or continued, could have an adverse effect on our portfolio companies and on their
results of operations, financial conditions, access to credit and capital. The stress in the credit market and upon banks has led
other creditors to tighten credit and the terms of credit. In certain cases, senior lenders to our portfolio companies can block
payments by our portfolio companies in respect of our loans to such portfolio companies. In turn, these could have adverse
effects on our business, financial condition, results of operations, distributions to our stockholders, access to capital, valuation of
our assets and our stock price. Notwithstanding any recent gains across either the equity or debt markets, these conditions may
continue for a prolonged period of time or worsen in the future. If, in the future, we sell common stock at a discount to our
net asset value per share, stockholders who do not participate in such sale will experience immediate dilution in an
amount that may be material. On June 812 , 2623-2024 , our stockholders approved our ability to sell or otherwise issue
shares of our common stock at a discount from net asset value per share, as long as the cumulative number of shares sold
pursuant to such authority does not exceed 25 % of our then outstanding common stock immediately prior to each such sale, for
a period of one year ending on the earlier of June 812 , 2624-2025 or the date of our 2624-2025 Annual Meeting of
Stockholders. Our stockholders will be asked to vote on a similar proposal at our 2624-2025 Annual Meeting of Stockholders. If
we sell or otherwise issue shares of our common stock at a discount to net asset value, it will pose a risk of dilution to our
stockholders. In particular, stockholders who do not purchase additional shares at or below the discounted price in proportion to
their current ownership will experience an immediate decrease in net asset value per share (as well as in the aggregate net asset
value of their shares if they do not participate at all). These stockholders will also experience a disproportionately greater
decrease in their participation in our earnings and assets and their voting power than the increase we experience in our assets,
potential earning power and voting interests from such issuances or sale. In addition, such issuances or sales may adversely
affect the price at which our common stock trades. For additional information and hypothetical examples of these risks, see *
Sales of Common Stock Below Net Asset Value, ” and for actual dilution illustrations specific to an offering, see the prospectus
supplement pursuant to which such sale is made. Our net asset value may have changed significantly since our last
valuation. Our board of directors determines the fair value of our portfolio investments on a quarterly basis based on input from
our investment advisor, our audit committee and, as to certain of our investments, a third party independent valuation firm.
While the board of directors will review our net asset value per share in connection with any offering, it will not always have the
benefit of input from the independent valuation firm when it does so. The fair value of various individual investments in our
portfolio and / or the aggregate fair value of our investments may change significantly over time. If the fair value of our
investment portfolio at December 31, 2623-2024 is less than the fair value was at the time of an offering during 2623-2024 ,
then we may record an unrealized loss on our investment portfolio and may report a lower net asset value per share than was
reflected in the Selected Consolidated Financial Data and the financial statements included in the prospectus supplement of that
offering. If the fair value of our investment portfolio at December 31, 2623-2024 is greater than the fair value at the time of an
offering during 2623-2024 , we may record an unrealized gain on our investment portfolio and may report a greater net asset
value per share than so reflected in the prospectus supplement of that offering. Upon publication of this information in
connection with our announcement of operating results for our fiscal year ended December 31, 2623-2024 , the market price of
our common stock may fluctuate materially, and may be substantially less than the price per share you pay for our common
stock in an offering . The market price of our securities may fluctuate significantly . The market price and liquidity of the
market for shares of our common stock may be significantly affected by numerous factors, some of which are beyond our
control and may not be directly related to our operating performance. These factors include: ¢ significant volatility in the market
price and trading volume of securities of BDCs or other companies in our sector, which is not necessarily related to the operating
performance of these companies; ¢ exclusion of our common stock from certain market indices, such as the Russell 2000
Financial Services Index, could reduce the ability of certain institutional investors to own our common stock and could put short
term pressure on our common stock; ¢ changes in regulatory policies or tax guidelines, particularly with respect to RICs, BDCs
or SBICs; e failure to maintain our qualification for-as a RIC taxtreatment; * loss of status as an SBIC for the SBIC Funds, or
any other SBIC subsidiary we may form; ¢ distributions that exceed our net investment income and net income as reported
according to U. S. GAAP; « changes or perceived changes in earnings or variations in operating results; ¢ changes or perceived
changes in the value of our portfolio of investments; * changes in accounting guidelines governing valuation of our investments;
« any shortfall in revenue or net income or any increase in losses from levels expected by investors or securities analysts; ¢
departure of our investment advisor’ s key personnel; ¢ operating performance of companies comparable to us; * general
economic trends and other external factors; and ¢ loss of a major funding source. If any of the above and other factors currently
unknown to us were to occur, it could have a material adverse effect on the market price of our common stock. Investing in our
securities may involve an above average degree of risk. The investments we make in accordance with our investment objective
may result in a higher amount of risk than alternative investment options and a higher risk of volatility or loss of principal. Our
investments in portfolio companies may be highly speculative; therefore, an investment in our securities may not be suitable for
someone with lower risk tolerance. Sales of substantial amounts of our common stock may have an adverse effect on the
market price of our common stock. As of Febraary27March 4 , 2024-2025 , we had 36-33 , 646-914 , 569-652 shares of
common stock outstanding. Sales of substantial amounts of our common stock, or the availability of shares for sale, could



adversely affect the prevailing market price of our common stock. If this occurs and continues, it could impair our ability to
raise additional capital through the sale of equity securities should we desire to do so. If we issue preferred stock and / or debt
securities, the net asset value and market value of our common stock may become more volatile. We cannot assure you that the
issuance of preferred stock and / or debt securities would result in a higher yield or return to the holders of our common stock.
The issuance of preferred stock and / or debt securities would likely cause the net asset value and market value of our common
stock to become more volatile. If the distribution rate on the preferred stock, or the interest rate on the debt securities, were to
approach the net rate of return on our investment portfolio, the benefit of leverage to the holders of our common stock would be
reduced. If the distribution rate on the preferred stock, or the interest rate on the debt securities, were to exceed the net rate of
return on our portfolio, the use of leverage would result in a lower rate of return to the holders of common stock than if we had
not issued the preferred stock and / or debt securities. Any decline in the net asset value of our investment would be borne
entirely by the holders of our common stock. Therefore, if the market value of our portfolio were to decline, the leverage would
result in a greater decrease in net asset value to the holders of our common stock than if we were not leveraged through the
issuance of preferred stock and / or debt securities. This decline in net asset value would also tend to cause a greater decline in
the market price for our common stock. There is also a risk that, in the event of a sharp decline in the value of our net assets, we
would be in danger of failing to maintain required asset coverage ratios which may be required by the preferred stock and / or
debt securities or of a downgrade in the ratings of the preferred stock and / or debt securities or our current investment income
might not be sufficient to meet the distribution requirements on the preferred stock or the interest payments on the debt
securities. In order to counteract such an event, we might need to liquidate investments in order to fund redemption of some or
all of the preferred stock and / or debt securities. In addition, we would pay (and the holders of our common stock would bear)
all costs and expenses relating to the issuance and ongoing maintenance of the preferred stock and / or debt securities. Holders
of preferred stock and / or debt securities may have different interests than holders of common stock and may at times have
disproportionate influence over our affairs. Provisions of the Maryland General Corporation Law and our charter and bylaws
could deter takeover attempts and have an adverse effect on the price of our common stock. The Maryland General Corporation
Law contains provisions that may discourage, delay or make more difficult a change in control of us or the removal of our
directors. In addition, our board of directors may, without stockholder action, authorize the issuance of shares of stock in one or
more classes or series, including preferred stock. Our charter and bylaws contain provisions that limit liability and provide for
indemnification of our directors and officers. These provisions and others also may have the effect of deterring hostile takeovers
or delaying changes in control or management. We are generally prohibited from engaging in mergers and other business
combinations with stockholders that beneficially own 10 % or more of the voting power of our outstanding voting stock, or with
their affiliates, for five years after the most recent date on which such stockholders became the beneficial owners of 10 % or
more of the voting power of our outstanding voting stock and thereafter unless our directors and stockholders approve the
business combination in the prescribed manner. Maryland law may discourage third parties from trying to acquire control of us
and increase the difficulty of consummating such an offer. We have also adopted measures that may make it difficult for a third
party to obtain control of us, including provisions of our charter authorizing our board of directors to classify or reclassify shares
of our stock in one or more classes or series and to cause the issuance of additional shares of our stock, including preferred
stock. In addition, we have adopted a classified board of directors. A classified board may render a change in control of us or
removal of our incumbent management more difficult. These provisions, as well as other provisions of our charter and bylaws,
may delay, defer or prevent a transaction or a change in control that might otherwise be in the best interests of our stockholders.
Our business and operation could be negatively affected if we become subject to any securities litigation or shareholder
activism, which could cause us to incur significant expense, hinder execution of investment strategy and impact our stock price.
In the past, following periods of volatility in the market price of a company’ s securities, securities class action litigation has
often been brought against that company. Shareholder activism, which could take many forms or arise in a variety of situations,
has been increasing in the BDC space recently. While we are currently not subject to any securities litigation or shareholder
activism, due to the potential volatility of our stock price and for a variety of other reasons, we may in the future become the
target of securities litigation or shareholder activism. Securities litigation and shareholder activism, including potential proxy
contests, could result in substantial costs and divert management’ s and our board of directors’ attention and resources from our
business. Additionally, such securities litigation and shareholder activism could give rise to perceived uncertainties as to our
future, adversely affect our relationships with service providers and make it more difficult to attract and retain qualified
personnel. Also, we may be required to incur significant legal fees and other expenses related to any securities litigation and
activist shareholder matters. Further, our stock price could be subject to significant fluctuation or otherwise be adversely affected
by the events, risks and uncertainties of any securities litigation and shareholder activism.



