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Investing in our securities involves a number of significant risks. In addition to the other information contained in this Annual
Report enFerm—1+6-¥—, you should carefully consider the following information before making an investment in our securities.
The risks set forth 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, and results of operations could be materially adversely affected. In such case, our NAV and the
trading price of our common stock or the value of our other securities could decline, and you may lose all or part of your
investment. Risks Related To Our Business Structure We operate in a highly competitive market for investment opportunities.
We compete for investments with a number of other investment funds (including venture capital and private equity funds, debt
funds, BDCs and SBICs), as well as traditional financial services companies such as commercial and investment banks and other
sources of funding. Many of our competitors are substantially larger and have considerably greater financial, technical,
marketing and other resources than we do. For example, some competitors may have a lower cost of funds and / or access to
funding sources that are not available to us. In addition, some of our competitors may have higher risk tolerances or different
risk assessments than we have. Furthermore, many of our competitors are not subject to the regulatory restrictions that
the 1940 Act imposes on us as a BDC or that the Code imposes on us as a RIC. 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 are able to do. We may lose investment opportunities if we do not match our competitors’ pricing, terms and
[ or structure. If we do match our competitors’ pricing, terms or structure, we may not be able to achieve acceptable returns on
our investments or may bear substantial risk of capital loss. A significant increase in the number and / or the size of our

competrtors in this target market could force us to accept less attractrve investment terms —Fuft-hefﬂaefe,—maﬂ-yo#eﬁfeempeﬁters

We are dependent upon senior management personnel for our future success, partrcularly our CEQ, Scott Bluestein. We depend
upon the members of our senior management, particularly Mr. Bluestein, and other key personnel for the identification, final
selection, structuring, closing and monitoring of our investments. These employees have critical industry experience and
relationships on which we rely to implement our business plan. Our future success depends on the continued service of our
senior management team. The departure of Mr. Bluestein or any member of our senior management team or a significant number
of the members of our investment team could have a material adverse effect on our ability to achieve our investment objective as
well as our business, financial condition or results of operation. As a result, we may not be able to operate our business as we
expect, and our ability to compete could be harmed, which could cause our operating results to suffer. Our success depends on
attracting and retaining qualified personnel in a competitive environment. Our growth swittreguire-requires that we attract and
retain few-investment and administrative personnel in a competitive market. Our ability to attract and retain personnel with the
requisite credentials, experience and skills depends on several factors including, but not limited to, our ability to offer
competitive wages, benefits and professional growth opportunities. Many of the entities, including investment funds (such as
venture capital funds, private equity funds, debt funds and mezzanine funds) and traditional financial services companies, with
which we compete for experienced personnel have greater resources than we have. The competitive environment for qualified
personnel may require us to take certain measures to ensure that we are able to attract and retain experienced personnel. Such
measures may include increasing the attractiveness of our overall compensation packages, altering the structure of our
compensatron packages through the use of addrtronal forms of compensatron or other steps However The—mabrl-rty—to—a&raef

: ally-, as an internally managed BDC our abrhty to
offer more competitive and flexible compensatron structures such as offering both a profit- sharing plan and an equity incentive
plan, is subject to the limitations imposed by the 1940 Act, which limits our ability to attract and retain talented investment
management professionals. As such, these limitations could inhibit our ability to grow, pursue our business plan and attract and
retain professional talent, any or all of which may have a negative impact on our business, financial condition and results of
operations. Our business model depends to a significant extent upon strong referral relationships for investment opportunities .
We expect that members of our management team will maintain their relationships with venture capital and private equity firms,
other financial institutions and intermediaries, investment bankers, commercial bankers, financial advisers, attorneys,
accountants, consultants and other individuals within our network, and we will rely to a significant extent upon these
relationships to provide us with potential investment opportunities. If we fail to maintain our existing relationships or develop
new relationships with sources of investment opportunities, we will not be able to grow our investment portfolio. In addition,
individuals with whom members of our management team have relationships are not obligated to provide us with investment
opportunities and, therefore, there is no assurance that such relationships will gereral-generate investment opportunities for us.



Our Board may change our operating policies and strategies without prior notice or stockholder approval, the effects of which
may be adverse. Our Board has the authority to modify or waive certain of our current operating policies and strategies without
prior notice and without stockholder approval. We cannot predict the effect any changes to our current operating policies and
strategies would have on our business, NAV, operating results and value of our stock. However, the effect might be adverse,
which could negatively impact our ability to pay interest and principal payments to holders of our debt instruments and
dividends to our stockholders and cause our investors to lose all or part of their investment in us. We and our portfolio
companies may notmaintain cash balances at financial institutions that exceed federally insured limits and may
otherwise be materially able to pay distributions to our stockholders...... ability to pay distributions might be adversely affected
by rameng-adverse developments affecting other—- the things-financial services industry , the-impaet-efone-such as actual
events or concerns involving liquidity, defaults or non- performance by financial institutions or transactional
counterparties. Cash held by us and by or-our more-portfolio companies in non- interest- bearing and interest- bearing
operating accounts may exceed the Federal Deposit Insurance Corporation, or FDIC, insurance limits. If such banking
institutions were to fail, we or our portfolio companies could lose all or a portion of the-those riskfactors-deseribed-herein
amounts held in excess of such insurance limitations . [n addition, actual events involving limited liquidity, defaults, non-
performance or the-other inabitityto-satisfy-adverse developments that affect financial institutions, transactional
counterparties or the-other asseteoverage-testapplieable-companies in the financial services industry or the financial
services industry generally, or concerns or rumors about any events of these kinds or other similar risks, have in the past
and may in the future lead to us—as—a—BBGmarket- w1de llquldlty problems, which could Himit-adversely affect our ability-to
v ard-and wit-depend-emrour earnings-portfolio
companies’ busmess eﬂ:ﬁhmncml condition, m&nateﬁfmee—results of operations our— or RIC-status-prospects. Although we
assess our portfolio companles banking relationships as we believe necessary or appropriate , eemplianee-our and our
portfolio companies’ access to funding sources and other credit arrangements in amounts adequate to finance or
capitalize respective current and projected future business operations could be significantly impaired by factors that
affect us or our portfolio companies, the financial institutions with applieable BbCregulationns-which we or our portfolio
companies have arrangements directly or the financial services industry or economy in general. These factors could
include , eemplianee-among others, events such as liquidity constraints or failures, the ability to perform obligations
under various types of financial, credit or liquidity agreements or arrangements, disruptions or instability in the
financial services industry or financial markets or concerns or negative expectations about the prospects for companies
in the financial services industry. These factors could involve financial institutions or financial services industry
companies with which we eur-- or debteovenants-and-sueh-other-our portfolio companies have financial or business

relatlonshlps, but could also 1nclude factors as—lnvolvmg ﬁnanclal markets otr—- or -Bea-fd—may—deem—fe}evaﬂt—ffeﬂa—&me—te

may—mel-ude—a—fetmﬁa—e—f—e&ptta-l— We are subject to rlsks reldted to corpordte socml responublllty Our busmess faces increasing
public scrutiny related to corporate envirenmental-social responsibility, including and-gevernanee(~ESG Zactivities. We
risk damage to our brand and reputation if we fail to act responsibly in a number of areas, such as diversity and inclusion,
environmental stewardship, support for local communities, 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. In addition, different stakeholder
groups have divergent views on ESG matters, which increases the risk that any action or lack thereof with respect to ESG
matters will be perceived negatively by at least some stakeholders and may adversely impact our reputation and business. If we
do not successfully manage ESG- related expectations across these varied stakeholder interests, it could erode stakeholder trust,
impact our reputation and constrain our business. Risks Related To Our Investments Our-investmentst-The types of portfolio
companies in which we invest involve significant highertevels-ofrisk, and we could lose all or part of our investment.
[nvesting in the types of companies that comprise our portfolio companies exposes us indirectly to a number of significant
risks. Among other things, these companies: * may have limited financial resources (including the inability to obtain additional
equity or debt financing as needed) 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 our portfolio companies that we may have obtained in connection with our
investment, as well as a corresponding decrease in the value of the equity components of our investments; * may require
substantial additional financing to satisfy their continuing working capital and other cash requirements; * may have shorter
operating histories, narrower product lines, smaller market shares and / or significant customer concentrations than larger
businesses, which tend to render them more vulnerable to competitors’ actions and market conditions, as well as general
economic downturns; ¢ are more likely to depend on the management talents and efforts of a small group of persons; therefore,
the death, disability, resignation, termination or significant under- performance 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 which
may fluctuate suddenly and dramatically, 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, may require substantial additional capital to support their



operations, finance expansion or maintain their competitive position, and may have more limited access to capital and higher
funding costs; * may be adversely affected by a lack of IPO or merger and acquisition opportunities; and ¢ generally have less
publicly available information about their businesses, operations and financial condition. We are required to rely on the ability
of our management team and investment professionals to obtain adequate information to evaluate the potential returns from
investing in these companies. 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 of our portfolio companies, certain of our officers and directors may serve as directors on the
boards of directors of such companies. To the extent that litigation arises out of our investments in these companies, our officers
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.We generally invest in companies whose securities are not publicly traded and / or
whose securities will be subject to legal and other restrictions on resale or will otherwise be less liquid than publicly traded
securities. The illiquidity of these investments may make it difficult for us to sell these 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
had previously recorded these investments.As a result,we do not expect to achieve liquidity in our investments in the near-
term.Our investments are usually subject to contractual or legal restrictions on resale or are otherwise illiquid because there is
usually no established trading market for such investments.Even if an established trading market for such securities were
established,we may be limited in our ability to divest ourselves from a debt or equity instrument for a variety of reasons,such as
limited trading volume in a public company’ s securities,or regulatory factors such as the receipt of material non- public
information or insider blackout periods when we are legally prohibited from selling.The illiquidity of most of our investments
may make it difficult for us to dispose of them at a favorable price or at all and,as a result,we may suffer losses . A lack of IPO
or merger and acquisition opportunities may cause companies to stay in our portfolio longer, leading to lower returns, unrealized
depreciation, or realized losses. A lack of IPO or merger and acquisition or M & A, opportunities for private companies,
including venture capital- backed and institutional- backed companies could lead to portfolio companies staying longer in our
portfolio as private entities still requiring funding. IPO activity -}n—paft-reu-}a-r—has slowed-signifieantly-during 2622-2023
remained stagnant over the last several years and this trend may remain for the foreseeable future. This situation may
adversely affect the amount of available funding for early- stage companies in particular as, in general, venture capital,
institutional, and other sponsor firms are being forced to provide additional financing to late- stage companies that cannot
complete an [PO or M & A transaction. In the best case, such stagnation would dampen returns, and in the worst case, could
lead to unrealized depreciation and realized losses as some portfolio companies run short of cash and have to accept lower
valuations in private fundings or are not able to access additional capital at all. A lack of IPO or M & A opportunities for private
companies can also cause some venture capital, institutional, and other sponsor firms to change their strategies, leading some of
them to reduce funding to their portfolio companies and making it more difficult for such companies to access capital and to
fulﬁll thelr potentlal Wthh can result in unreahzed deprematlon and realized losses in our investments sueh—peft—fehe

; eo es 3 VeSSV sters-in such portfolio companies. Investing in publicly
traded compames can 1nvolve a hlgh degree of rlsk and can be speculatlve A portion of our portfolio is invested in publicly
traded companies or companies that are in the process of completing an IPO. As publicly traded companies, the securities of
these companies may not trade at high volumes, and prices can be volatile, particularly during times of general market volatility,
which may restrict our ability to sell our positions and may have a material adverse impact on us. In addition, our ability to
invest in public companies may be limited in certain circumstances. To maintain our status as a BDC, we are not permitted to
acquire any assets other than “ qualifying assets ™ specified in the 1940 Act unless, at the time the acquisition is made and
givingeffeettoit, at least 70 % of our total assets are quallfymg assets (with certain limited exceptions). Subject to certain
exceptions for follow- on investments and distressed companies, an investment in an issuer that has outstanding securities listed
on a national securities exchange may be treated as a qualifying asset only if such issuer has a market capitalization that is less
than $ 250. 0 million at any point in the 60 days prior to the time of such investment and meets the-certain other speeified
requirements. Our investments are concentrated in certain technology- related industries, which subjects us to the risk of
significant loss if any one or more of such industries experiences a downturn. We have invested and intend to continue investing
in anumber-efcompanies that operate in technology- related industries. A downturn in one or more technology- related industry
sectors and particularly those in which we are heavily concentrated could materially adversely affect our financial condition
more than if we invested in a wider range of industries. As of December 31, 2623-2024 , approximately 78-85 . 59 % of the fair
value of our portfolio comprised investments in three-four industries: 38-29. 5 % comprised investments in the  Software ”
industry, 29. 5 % comprised investments in the “ Drug Discovery and Development ” industry, 16 . 7 % comprised

investments in the * Drag-Diseovery-and-Development Healthcare Services, Other ” industry, 23—6-%-comprised-nvestments
irthe—Seftware-industry-and +6-10 . 2 % eomprisednvestments-in the * Consumer & Business Services industry ” industry-.

Companies in technology- related industries are subject to numerous risks, including: « Technology Industry (including Software
and Consumer & Business Services Industries) Risk. The market prices and values of companies operating in the technology
industry — including software and consumer and business services companies — tend to exhibit a greater degree of risk and
volatility than other types of investments. These companies may fall in and out of favor with the public and investors rapidly,
which may cause sudden selling and dramatically lower market prices. These companies also may be affected adversely by
changes in technology, consumer and business purchasing patterns, short product cycles, falling prices and profits, government
regulation, lack of standardization or compatibility with existing technologies, intense competition, aggressive pricing, advances
in artificial intelligence and machine learning, dependence on copyright and / or patent protection and / or obsolete products or
services. Certain technology- related companies may face special risks that their products or services may not prove to be




commercially successful. Technology- related companies are also strongly affected by worldwide scientific or technological
developments. As a result, their products may rapidly become obsolete. Companies in the application software industry, in
particular, may also be negatively affected by the decline or fluctuation of subscription renewal rates for their products and
services, which may have an adverse effect on profit margins. Companies in the systems software industry may be adversely
affected by, among other things, actual or perceived security vulnerabilities in their products and services, which may result in
individual or class action lawsuits, state or federal enforcement actions and other remediation costs. Such companies are also
often subject to governmental regulation and may, therefore, be adversely affected by governmental policies. In addition, a
rising interest rate environment tends to negatively affect technology and technology- related companies. Those technology or
technology- related companies seeking to finance their expansion would have increased borrowing costs, which may negatively
impact their earnings. Technology- related companies are often smaller and less experienced companies and may be subject to
greater risks than larger companies, such as limited product lines, markets and financial and managerial resources. These risks
may be heightened for technology companies in foreign markets. « Drug Discovery & Development Industry Risk. The success
of pharmaceutical companies operating in the drug discovery and development industry is highly dependent on the
development, procurement and marketing of drugs. The alaes-valuations of pharmaceutical companies are also dependent on
the development, protection and exploitation of intellectual property rights and other proprietary information, and the
profitability of pharmaceutical companies may be significantly affected by such things as the expiration of patents or the loss of,
or the inability to enforce, intellectual property rights. The research and other costs associated with developing or procuring new
drugs and the related intellectual property rights can be significant, and the results of such research and expenditures are
unpredictable. There can be no assurance that those efforts or costs will result in the development of a profitable drug.
Pharmaceutical companies may be susceptible to product obsolescence. Many pharmaceutical companies face intense
competition from new products and less costly generic products. Moreover, the process for obtaining regulatory approval by the
FDA or other governmental regulatory authorities is long and costly and there can be no assurance that the necessary approvals
will be obtained or maintained . Furthermore, it is unclear whether the new U. S. presidential administration will propose
or implement significant regulatory or policy changes that may significantly impact the drug discovery and development
industry. Such changes could impact the actions or inactions of the FDA or other governmental regulatory authorities
with respect to the receipt or continuation of approvals . Pharmaceutical companies are also subject to rapid and significant
technological change and competitive forces that may make drugs obsolete or make it difficult to raise prices and, in fact, may
result in price discounting. Pharmaceutical companies may also be subject to expenses and losses from extensive litigation based
on intellectual property, product liability and similar claims. Failure of pharmaceutical companies to comply with applicable
laws and regulations can result in the imposition of civil and criminal fines, penalties and, in some instances, exclusion of
participation in government sponsored programs such as Medicare and Medicaid. Pharmaceutical companies may be adversely
affected by government regulation and changes in reimbursement rates. The ability of many pharmaceutical companies to
commercialize current and any future products depends in part on the extent to which reimbursement for the cost of such
products and related treatments are available from third party payors, such as Medicare, Medicaid, private health insurance plans
and health maintenance organizations. Third- party payors are increasingly challenging the price and cost- effectiveness of
medical products. Significant uncertainty exists as to the reimbursement status of health care products, and there can be no
assurance that adequate third- party coverage will be available for pharmaceutical companies to obtain satisfactory price levels
for their products. The international operations of many pharmaceutical companies expose them to risks associated with
instability and changes in economic and political conditions, foreign currency fluctuations, changes in foreign regulations and
other risks inherent to international business. Additionally, a pharmaceutical company”’ s valuation can often be based largely on
the potential or actual performance of a limited number of products. A pharmaceutical company’ s valuation can also be greatly
affected if one of its products proves unsafe, ineffective or unprofitable. Such companies also may be characterized by thin
capitalization and limited markets, financial resources or personnel, as well as dependence on wholesale distributors. The waktes
valuations of companies in the pharmaceutical industry have been and will likely continue to be extremely volatile —
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The operations of healthcare services companies are sub]ect to extensive fedeml state and local government 1e0ulat10ns
including Medicare and Medicaid payment rules and regulations, federal and state anti- kickback laws, the physician self-
referral law and analogous state self- referral prohibition statutes, Federal Acquisition Regulations, the False Claims Act and
federal and state laws regarding the collection, use and disclosure of patient health information and the storage, handling and
administration of pharmaceuticals. The Medicare and Medicaid reimbursement rules related to claims submission, enrollment
and licensing requirements, cost reporting, and payment processes impose complex and extensive requirements upon dialysis
providers as well. A violation or departure from any of these legal requirements may result in government audits, lower
reimbursements, significant fines and penalties, the potential loss of certification, recoupment efforts or voluntary repayments. If
healthcare services companies fail to adhere to all of the complex government regulations that apply to their businesses, such
companies could suffer severe consequences that would substantially reduce revenues, earnings, cash flows and stock prices. If
healthcare companies are unable to successfully expand their product lines through internal research and development and
acquisitions, their business may be materially and adversely affected. In addition, if these companies are unable to successfully
grow their businesses thIOLth marketing pdltnelshlps and aequlsmons their busmess may be matendlly and adv elsely affected.
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may—mvest—@ur—hnancul results could be negatlvely dﬂected 1f a s1gmhcant portfoho investment falls to perfmm as expected
Our-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.Under
the 1940 Act,a “ diversified ” investment company is required to invest at least 75 % of the value of its total assets in cash and
cash items,government securities,securities of other investment companies and other securities limited in respect of any one
issuer to an amount not greater than 5 % of the value of the total assets of such company and no more than 10 % of the
outstandlng Votlng securities of such issuer. As anon- dlversmed investment company,we are not sub]ect to this requirement -Fe

eeﬁapaﬂy—mtgh-t—be— Beyond our RIC asset dlversmcdtlon requnrements we do not have hxed Ouldehnes for pmtfoho
diversification,and our investments could be concentrated in relatively few portfolio companies.See “ Risk Factors — Risks
Related to Operating as a RIC and U.S.Federal Income Taxes.” Although we are classified as a non- diversified
investment company within the meaning of the 1940 Act,we maintain the flexibility to operate as a diversified investment
company.Because we are a non- diversified investment company,our total investment in companies may be significant
individually or in the aggregate. As a result, if a significant investment in one or more companies fails to perform as expected,
our financial results could be more negatively affected, and the magnitude of the loss could be more significant than if we had
made smaller investments in more companies. Further, to the extent that we assume large positions in the securities of a
small number of issuers, our NAV 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. We may also be more susceptible to
any single economic or regulatory occurrence than a diversified investment company might be. The following table shows
the fair value of the investments held in portfolio companies as of December 31, 2623-2024 , that represent greater than 5 % of
our net assets: (in thousands) December 31, 2023Fair-2024Fair ValucPercentage of Net Assets Phathom Pharmaceuticals,
Inc. $ 177, 348 8. 9 % Marathon Health, LLC166, 882 8. 4 % Axsome Therapeutics, Inc. 165 $+62-, 22-9-220 8 . -3 %
Shield AL Inc. 113, 701 5. 7 % SeatGeek, Inc. 110, 413 5. 5 % Corium, Inc. 109, 178 5. 5 % ¢ Phathom Pharmaceuticals,
Inc. 429;-738Fis a biopharmaceutical company focused on the development and commercialization of novel treatments
for gastrointestinal diseases and disorders . 2-%-Certam-* Marathon Health ., Jne-LLC is a provider of employer-
sponsored healthcare platform 1ntended to provrde convenlent and unhurried patlent- centered care serv1ces 1685456

blopharmaceutlcal company developmg novel theraples for the management of centr’ll nervous system dlsorders for which there
are limited treatment options. » PhathemrPharmaeeutieals-Shield Al , Inc. is a-biopharmaeettieal-an aerospace and defense
technology company that designs foeused-onthe-development-and eommeretalization-of novel-treatments-builds Al-
powered autonomous Unmanned Aerlal Vehlcles (UAVs) f01 g&strem’eesﬁnal—d-rseases—natlonal defense operatlons and

users to buy dnd sell tlckets f01 hve sports concelts and theater events. ° Wer}d-reﬂa-rt—Greﬂ-p—I:nﬂﬁed—rs—Corlum, Inc. develops,
engineers, and manufactures drug delivery products and devices that utilize the skin and mucosa as a primary means of
transport globat-entine-money-transfer-bustness-. Our financial results could be materially adversely affected if one of more of
these portfolio companies or any of our other significant portfolio companies encounter financial difficulty and fail to repay their
obligations or to perform as expected. We may be exposed to higher risks with respect to our investments that include PIK
interest or exit fees. Our investments may include contractual PIK interest and exit fees. PIK interest represents contractual
interest added to a loan’ s principal balance and is due in accordance with the loan’ s amortization terms. Exit fees represent a
contractual fee accrued over the life of the loan and is typically due at loan payoff. To the extent PIK interest and exit fees
constitute 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: * PIK interest and exit fee instruments may have
higher yields, which reflect the payment deferral and credit risk associated with these instruments; * PIK interest and exit fee
instruments may have unreliable valuations because their continuing accruals require continuing judgments about the
collectability of the deferred payments and the value of the collateral; and « PIK interest and exit fee instruments may represent
a higher credit risk than coupon loans; even if the conditions for income accrual under generally accepted accounting principles
in the United States of America (“ U. S. GAAP ) are satisfied, a borrower could still default when actual payment is due upon
the maturity of such loan . The lack of liquidity in our...... a result, we may suffer losses. We may not have the funds or ability
to make additional investments in our portfolio companies. We may not have the funds or ability to make additional investments
in our portfolio companies. 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 extension of additional
loans, the exercise of a warrant to purchase equity securities, or the funding of additional equity investments. 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, may
reduce our ability to protect an existing investment or may dilute our equity interest or otherwise reduce the expected yield on
the investment. There may be circumstances where our debt investments could be subordinated to claims of other creditors or
we could be subject to lender liability claims. Our portfolio companies may 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 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.
Even if our investment is structured as a senior- secured loan, principles of equitable subordination, as defined by existing case
law, could lead a bankruptcy court to subordinate all or a portion of our claim to that of other creditors and transfer any lien
securing such subordinated claim to the bankruptcy estate. The principles of equitable subordination definred-by-easetaw-have
generally indicated that a claim may be subordinated only if its holder is guilty of misconduct or where the senior loan is re-
characterized as an equity investment and the senior lender has actually provided significant managerial assistance to the
bankrupt debtor. 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 liability claim,
including as a result of actions taken in rendering significant managerial assistance or actions to compel and collect payments
from the borrower outside the ordinary course of business. We are a non- diversified investment company....... Federal Income
Taxes. ” We generally will not control our portfolio companies, which may result in the portfolio company making decisions
which could adversely impact the value of our investments in the portfolio company’ s securities. In some instances, we may
control our portfolio companies or provide our portfolio companies with significant managerial assistance. However, we do not,
and do not expect to, control the ultimate decision making in most of our portfolio companies, even though we may have board
representation or board observation rights, and our debt agreements may contain certain restrictive covenants. As a result, we
are subject to the risk that a portfolio company in which we invest will make business decisions with which we disagree, and the
management of such company will take risks or otherwise act in ways that do not serve our interests as debt investors or
minority equity holders. Due to the lack of liquidity for our investments in non- traded companies, 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 a result, a
portfolio company may make decisions that would decrease the value of our portfolio holdings. 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 non- payment of interest and other defaults and, potentially, termination of its loans and
foreclosure on its secured assets, which could trigger cross- defaults under other agreements and jeopardize a portfolio
company’ s ability to meet its obligations under the debt or equity securities that we hold. In addition, in the event of a default by
a portfolio company on a secured loan, we will only have recourse to the assets collateralizing the loan, which in some cases
excludes the IP on which we have only a negative pledge (i. e., an agreement by the portfolio company to not pledge its IP to
another lender) In any case, the assets collaterahzmg our 10an may not be sufﬁ(:lent to fully cover our indebtedness —Further;

b sathy 7. In the event of a
default on a loan, there can be no assurance that our securlty interest will be enforceable in a court of law or bankruptcy court or
that there will not be others with senior or pari passu credit interests. 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, with a defaulting
portfolio company. Substantially all of our portfolio investments are recorded at fair value as determined in accordance with our
Vatuation-valuation Guidelines-guidelines and, as a result, there may be uncertainty as to the value of our portfolio investments.
As-aBBE-Under the 1940 Act , we are required to carry our investments at market value or, if no market value is ascertainable,
at the fair value as determined by our Valuation Committee in accordance with our ¥aluatien-valuation Guidelines-guidelines
adopted pursuant to Rule 2a- 5 under the 1940 Act , subject to oversight and approval by our Board. We value our
securities for which no market value is ascertainable quarterly at fair value based on inputs from management and / or
one or more third- party valuation firm (s) pursuant to our valuation guidelines approved by our Board . As of December
31,2623-2024 , portfolio investments, whose fair value is determined in good faith by our Valuation Committee , subject to
oversight and appreved-approval by the-our Board , were approximately 95. +5 % of our total assets. Due to the inherent
uncertainty of determining the fair value of investments that do not have a readily available market value, the fair value of our
investments may differ significantly from the values that would have been used had a readily available market value existed for
such investments, and the differences could be material. Our NAV could be adversely affected if determinations regarding the
fair value of these investments were materially higher than the values ultimately realized upon the disposal of such investments.
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 and could impair our ability to service our borrowings. Decreases in the
market values or fair values of our investments will be recorded as unrealized depreciation. Any unrealized depreciation in our
portfolio could be an indication of a portfolio company’ s inability to meet its repayment obligations to us with respect to the
affected loans or potential impairment of the value of affected equity investments. This could result in realized losses in the
future and ultimately in reductions of our income and gains available for distribution in future periods. Prepayments of our debt




investments by our portfolio companies could adversely impact our results of operations and reduce our return on equity. During
the year ended December 31, 2023-2024 , we received early principal payments and early payoffs on our debt investments of
approximately $ 925-922 . 4+-0 million. We are subject to the risk that the debt 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, pending
their future investment in new portfolio companies. These temporary investments will typically have substantially lower yields
than the debt being prepaid, and we could experience significant delays in reinvesting these amounts. Any future investment in a
new portfolio company may also be at lower yields than the debt 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 securities.

We are subject to risks associated with the eurrent-interest rate environment and changes in interest rates will affect our cost of
capital, net investment income and the value of our investments. To the extent we borrow money or issue debt securities or
preferred stock to make investments, our net investment income will depend, in part, upon the difference between the rate at
which we borrow funds or pay interest or dividends on such debt securities or preferred stock and the rate at which we invest
these funds. In addition, many of our debt investments and borrowings have floating interest rates that reset on a periodic basis,
and many of our investments are subject to interest rate floors and caps. As of December 31, 2623-2024 , approximately 95-97 .
54 % of our debt investments were at floating rates or floating rates with a floor, and 4-2 . +-6 % of our debt investments were at
fixed rates. As a result, a change in market interest rates could have a material adverse effect on our net investment income, in
particular with respect to increases from current levels to the level of the interest rate caps on certain investments. In periods of
rising interest rates, our cost of funds will increase because the interest rates on the amounts borrowed under our Credit
Facilities (as defined below) are floating and are not subject to interest rate caps, which could reduce our net investment income
to the extent any debt investments have either fixed interest rates, or floating interest rates subject to an interest rate cap below
the then current levels, and as a result such interest rates on these debt investments will not increase. In periods of declining
interest rates, our interest income and our net investment income could be reduced as the interest income earned on our
floating rate debt investments declines and any new fixed rate debt may be issued at lower coupon rates. Some of our
portfolio companies have debt investments which bear interest at variable rates and may be negatively affected by changes in
market interest rates , which may be impacted by, among other factors, changes in the federal funds rates by the U. S.
Federal Reserve . An increase in market interest rates would increase the interest costs and reduce the cash flows of our
portfolio companies that have variable rate debt instruments, a situation which could reduce the value of our investments in
these portfolio companies. The value of our securities could also be reduced from an increase in market interest rates as rates
available to investors could make an investment in our securities less attractive than alternative investments. Conversely,
decreases in market interest rates could negatively impact the interest income from our variable rate debt investments. A
decrease in market interest rates may also have an adverse impact on our returns by requiring us to accept lower yields on our
debt investments and by increasing the risk that our portfolio companies will prepay our debt investments, resulting in the need
to redeploy capital at potentially lower rates. See further discussion and analysis at “ Item 7A. Quantitative and Qualitative
Disclosures about Market Risk. ”” Inflation could adversely affect the business, results of operations and financial condition
of our portfolio companies. Certain of our portfolio companies are in industries that could be impacted by inflation. If
such portfolio companies are unable to pass any increases in their costs of operations along to their customers, it could
adversely affect their operating results and impact their ability to pay interest or 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 our investments could result in future realized or unrealized losses and therefore reduce our net increase
(decrease) in net assets resulting from operations. We may not realize gains from our equity or warrant investments. Certain
investments that we have made in the past and may make in the future include warrants or other equity securities. Investments in



equity securities involve a number of significant risks, including the risk of further dilution as a result of additional issuances,
inability to access additional capital and failure to pay current distributions. We may from time to time make non- control, equity
investments in portfolio companies. Our goal is ultimately 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. 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. 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 may seek puts or similar rights to give us the right to sell our equity securities back to
the portfolio company issuer; however, we may be unable to exercise these put rights for the consideration provided in our
investment documents if the issuer is in financial distress. In addition, we anticipate that approximately 50 % of our warrants
may not realize any exit or generate any returns. Furthermore, because of the financial reporting requirements under U. S.
generally-aceepted-aceounting prineipltes“H-S-GAAP 2 of those approximately 50 % of warrants that we do not realize any
exit, the assigned costs to the initial warrants may lead to realized losses when the warrants either expire or are not exercised.
We may expose ourselves to risks when we engage in hedging transactions. When we engage in hedging transactions, we may
expose ourselves to risks associated with such transactions. We may utilize instruments such as forward contracts, currency
options and interest rate swaps, caps, collars and floors to seek to hedge against fluctuations in the relative values of our portfolio
positions from changes in currency exchange rates and market interest rates. Hedging against a decline in the values of our
portfolio positions does not eliminate the possibility of fluctuations in the values of such positions or prevent losses if the values
of such positions decline. However, such hedging can establish other positions designed to gain from those same developments,
thereby offsetting the decline in the value of such portfolio positions. Such hedging transactions may also limit the opportunity
for gain if the values of the underlying portfolio positions should increase. It may not be possible to hedge against an exchange
rate or interest rate fluctuation that is so generally anticipated that we are not able to enter into a hedging transaction at an
acceptable price. Moreover, for a variety of reasons, we may not seek to establish a perfect correlation between such hedging
instruments and there can be no assurance that any such hedging arrangements will achieve the desired effect. During the year
ended and as of December 31, 2023-2024 , we had entered into and held one outstanding foreign currency forward contract. We
do not utilize hedge accounting and as such we recognize the value of our derivatives at fair value on the Consolidated
Statements of Assets and Liabilities with changes in the net unrealized appreciation (depreciation) on forward currency forward
contracts recorded on the Consolidated Statements of Operations. Our investments in foreign securities or investments
denominated in foreign currencies may involve significant risks in addition to the risks inherent in U. S. and U. S.- denominated
investments. Our investment strategy contemplates potential investments in securities of foreign companies. Our total
investments at fair value in foreign companies were approximately $ 386-371 . 4-2 million or H-10 . 9-1 % of total investments
as of December 31, 2023-2024 . Investing in foreign companies may expose us to additional risks not typically associated with
investing in securities of U. S. companies. These risks include changes in exchange control regulations, political and social
instability, expropriation, imposition of foreign taxes, less liquid markets and less available information than is generally the
case in the U. S., higher transaction costs, less government supervision of exchanges, brokers and issuers, less developed
bankruptcy laws, difficulty in enforcing contractual obligations, lack of uniform accounting and auditing standards and greater
price volatility. Although most of our investments will be U. S. dollar denominated, any investments denominated in a foreign
currency will be subject to the risk that the value of a particular currency will change in relation to one or more other currencies.
Among the factors that may affect currency values are trade balances, the level of short- term interest rates, differences in
relative values of similar assets in different currencies, long- term opportunities for investment and capital appreciation, and
political developments . We will be subject to risks associated with  last out ” positions in unitranche loans. We also
provide “ unitranche ” loans, which are loans with two classes of lenders that combine both senior and mezzanine debt,
generally in a first lien position with security interest in all the assets of the portfolio company. The unitranche loans can
either be “ first out ” or “ last out ”, whereby the “ last- out ” portion will be subordinated to the “ first- out ” portion of
the unitranche loan in a liquidation, sale or other disposition. When we invest in unitranche loans, we typically invest in
the “ last- out ” portion. Investments in “ last out ” pieces of tranched first lien loans will be similar to second lien loans
in that such investments will be junior in priority to the “ first out ” piece of the same tranched first lien loan with
respect to payment of principal, interest and other amounts. We can offer no assurance that the proceeds, if any, from
sales of all of the collateral would be sufficient to satisfy the loan obligations secured by the “ last out > pieces of the
tranched first lien loans after payment in full of all obligations secured by the first priority liens on the collateral. If such
proceeds were not sufficient to repay amounts outstanding under the loan obligations secured by the' last out' pieces of
unitranche loans, then we, to the extent not repaid from the proceeds of the sale of the collateral, will only have an
unsecured claim against the portfolio company’ s remaining assets, if any. A unitranche loan may also, in some cases,
have a longer maturity than a senior secured loan and may be provided in a larger size, often by one or two counterparts
as opposed to a club or syndicate. Its broader risk parameters and larger size often lead to more bespoke features, and in
some cases the lender taking an observer seat on the borrower’ s board . The disposition of our investments may result in
contingent liabilities. Many of our investments 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. 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 certain potential liabilities.
These arrangements may result in contingent liabilities that ultimately yield funding obligations that must be satisfied through
our return of certain distributions previously made to us. Depending on funding requirements, we may need to raise additional
capital to meet our unfunded commitments through additional borrowings. As of December 31, 2623-2024 , we had



approximately $ 335-448 . 3-5 million of available unfunded commitments, including undrawn revolving facilities, which were
available at the request of the portfolio company and unencumbered by milestones. Our unfunded contractual commitments may
be significant frem-time—te—time-. A portion of these unfunded contractual commitments are dependent upon the portfolio
company achieving certain milestones before the debt commitment becomes available. Furthermore, our credit agreements
contain customary lending provisions which allow us relief from funding obligations for previously made commitments in
instances where the underlying company experiences materially adverse events that affect the financial condition or business
outlook for the company. These commitments will be subject to the same underwriting and ongoing portfolio maintenance as
are the on- balance sheet financial instruments that we hold. Since these commitments may expire without being drawn upon,
the total commitment amount does not necessarily represent future cash requirements. Closed commitments generally fund 50-
80 % of the committed amount in aggregate over the life of the commitment. We believe that our assets provide adequate cover
to satisfy all of our unfunded commitments and we intend to use cash flow from operations and early principal repayments and
proceeds from borrowings and notes to fund these commitments. However, there can be no assurance that we will have
sufficient capital available to fund these commitments as they come due ;whieh-. Our inability to fund these commitments
could have a material adverse effect on our reputatlon in the market and our abrhty to generate 1ncrementa1 lendrng actlvrty and
subject us to lender hablhty clarms - ab seetirea ral-finaneing y al-oblig

-favefab-le—tefms—r—f—at—a-l—l— Rlsks Related To Leverage Because we have substantlal borrowrngs the potentlal for ga1n 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 loss on investments in our indebtedness and gain or loss on investments in our equity capital. As we use
leverage to partially finance our investments, you will experience increased risks of investing in our securities. Accordingly, any
event that adversely affects the value of an investment would be magnified to the extent we use leverage. Such events could
result ina substantlal loss to us, Wthh would be greater than 1f leverage had not been used I-n—add-rt-teﬁ—e&r—l-nvestmeﬁt

v v y v ates—\We may also borrow from
banks and other lenders and may issue debt securltles or enter into other types of borrowmg arrangements in the future. Lenders
of these senior securities will have fixed dollar claims on our assets that are superior to the claims of our common stockholders,
and we would expect such lenders to seek recovery agarnst our assets in the event of a default. We generally may grant security
interests in our assets, subject to e - assete age-ratto-and-any restrictions on
encumbered assets imposed by the terms of our ex1st1ng 1ndebtedness The terms of our ex1st1ng indebtedness require us to
comply with certain financial and operational covenants, and we expect similar covenants in future debt instruments. Failure to
comply with such covenants could result in a default under the applicable credit facility or debt instrument if we are unable to
obtain a waiver from the applicable lender or holder, and such lender or holder could accelerate repayment under such
indebtedness and negatively affect our business, financial condition, results of operations and cash flows. In addition, under the
terms of any credit facility or other debt instrument we enter into, in the event of a default, we are likely to be required by its
terms to use the net proceeds of any investments that we sell to repay a portion of the amount borrowed under such facility or
instrument before applying such net proceeds to any other uses. See “ Note 5 — Debt ” and ““ Item 7. Management’ s Discussion
and Analysis of Financial Condition and Results of Operations — Financial Condition, Liquidity, Capital Resources and
Obligations ” for a discussion regarding our outstanding indebtedness. 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 decrease in
our income would cause net investment income to decline more sharply than it would have had we not leveraged our business.
Such a decline could negatively affect our ability to pay common stock dividends, scheduled debt payments or other payments
related to our securities. Our ability to service our debt depends largely on our financial performance and will be subject to
prevailing economic conditions and competitive pressures. Our secured credit facilities with Sumitomo Mitsui Banking
Corporation (the “ SMBC Facility ”) and MUFG Union Bank, N. A., (the “ MUFG Bank Facility ”’) and our letter of credit
facility with Sumitomo Mitsui Banking Corporation (the “ SMBC LC Facility ” and together with the SMBC Facility and
MUFG Bank Facility, our “ Credit Facilities ), as well as the Faly¥2024Netes;February 2025 Notes, June 2025 Notes, June
2025 3- Year Notes, March 2026 A Notes, March 2026 B Notes, September 2026 Notes, January 2027 Notes, 2031 Asset-
Backed Notes and 2033 Notes (each term as is individually defined heretrrunder “ Note S- Debt ” and collectively, the © Notes
), each outstanding as of December 31, 2024, contain financial and operating covenants that could restrict our business
activities, including our ability to declare dividend distributions if we default under certain provisions. As of December 31, 2623
2024 , we had $ 94-283 . 6-6 million and $ 64116 . 0 million in borrowings under the SMBC Facility and MUFG Bank Facility ,
respectively, and approximately $ 1. 24-10 billion in aggregate principal outstanding Notes. Further we have an additional $
175. 0 million and $ 104. 0 million SBA Debentures-debentures outstanding and incurred by our wholly owned subsidiaries,
Hercules Capital IV, LP (“ HC IV ”) and SBIC substdiary-V, L. P. (“ SBIC V ”), respectively , as of December 31, 2023
2024 . Illustration. The following table illustrates the effect of leverage on returns from an investment in our common stock
assuming that we employ (1) our actual asset coverage ratio as of December 31, 2023-2024 , and (2 yahypothetieal-asset
eoverageratio-of 200-%and(3-) a hypothetlcal asset coverage ratio of 150 % (each excludrng our SBA debentures as permitted
by our exemptive relief) each at various annual returns on our portfolio as of December 31, 2623-2024 , 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. Annual Return on Our Portfolio (Net of Expenses)- 10 %- 5 % 0 % 5 % 10 % Corresponding return to common
stockholder assuming our actual asset coverage of 228231 . 7 % as of December 31, 2023-2024 (1) (23.45-77 % ) (14. 14 %




367) %(4.26-51 % ) %-5. 2812 % 14. 75

% C 01respond1ng return to common stockholdeI assuming 150 %

eoverage (22645 % (15861 % (521 %532 %1+5-5+

asset coverage (3-2) (4442 . 2432 % ) (26. 52 % 25-64) %(10. 6772 % ) 5. 08 % 5-20 . 89 50-%21+-079% (1) Assumes $ 3.
4-8 billion in total assets, $ 1. 6-8 billion in debt outstanding, $ 42 . -0 billion in stockholders’ equity, and an average cost of
funds of 4-5 . -0 %, which is the approximate average cost of our Notes and Credit Facilities for the period ended December
31,2023-2024 . Actual interest payments may be different. (2) Assumes $ 6. 3 —&-billion in total assets including debt issuance
costs on a pro forma basis, $ 4. 2 =8-billion in debt outstanding, $ +2 . -0 billion in stockholders’ equity, and an average cost of
funds of 4-5 . -8—0 %, VVhth is the approxmlate av emge cost of our Notes and Credit Facilities for the period ended Decembel

eﬂded-Beeeﬂaber—Zv—l—E@Q%— along Wlth the hypothetlcal estlmated mcrement"ll cost of debt that Would be incurred on oh‘enng
the maximum permissible debt under the 150 % asset coverage. Actual interest payments may be different. Our ability to
achieve our investment objective may depend in part on our ability to access additional leverage on favorable terms and there
can be no assurance that such additional leverage can in fact be achieved. If we are unable to obtain leverage or renew, extend or
replace our current leverage facilities, or if the interest rates of such leverage are not attractive, we could experience diminished
returns. The number of leverage providers and the total amount of financing available could decrease or remain static. Certain of
our assets are subject to security interests under our senior securities and if we default on our obligations under our senior
securities, we may suffer adverse consequences, including foreclosure on those assets. Certain of our assets are currently
pledged as collateral under our senior securities, including any-our outstanding eredit-Credit faetlities-Facilities or-and certain
notes-Notes . If we default on our obligations under our senior securities, our lenders may have the right to foreclose upon and
sell, or otherwise transfer, the collateral subject to their security interests or their superior claim. In such event, we may be
forced to sell our investments to raise funds to repay our outstanding borrowings in order to avoid foreclosure and these forced
sales may be at times and at prices we would not consider advantageous. Moreover, such deleveraging of our company could
significantly impair our ability to effectively operate our business in the manner in which we have historically operated. As a
result, we could be forced to curtail or cease new investment activities and lower or eliminate the dividends that we have
historically paid to our stockholders. In addition, if the lenders exercise their right to sell the assets pledged under our senior
securities, such sales may be completed at distressed sale prices, thereby diminishing or potentially eliminating the amount of
cash available to us after repayment of the amounts outstanding under the senior securities. If our operating performance
declines and we are not able to generate sufficient cash flow to service our debt obligations, we may in the future need to
refinance or restructure our debt, sell assets, reduce or delay capital investments, seek to raise additional capital or seek to obtain
waivers from the required lenders under our senior securities to avoid being in default. If we are unable to implement one or
more of these alternatives, we may not be able to meet our payment obligations under our senior securities. If we breach our
covenants under our senior securities and seek a waiver, we may not be able to obtain a waiver from the required lenders or debt
holders. If this occurs, we would be in default under our senior securities, the lenders or debt holders could exercise their rights
as described above, and we could be forced into bankruptcy or liquidation. If we are unable to repay debt, lenders having
secured obligations could proceed against the collateral securing the debt. Because certain of our senior securities have
customary cross- default and cross- acceleration provisions, if the indebtedness under our senior securities is accelerated, we
may be unable to repay or finance the amounts due . We may invest in derivatives or other assets that expose us to certain
risks, including market risk, liquidity risk and other risks similar to those associated with the use of leverage. We may
invest in derivatives and other assets that are subject to many of the same types of risks related to the use of leverage.
Derivative transactions, if any, will generally create leverage for us and involve significant risks. The primary risks
related to derivative transactions include counterparty, correlation, liquidity, leverage, volatility, over- the- counter
trading, operational and legal risks. In addition, a small investment in derivatives could have a large potential impact on
our performance, effecting a form of investment leverage on our portfolio. In certain types of derivative transactions, we
could lose the entire amount of our investment; in other types of derivative transactions the potential loss is theoretically
unlimited. Rule 18f- 4 under the 1940 Act (“ Rule 18f- 4 ”) requires a BDC that uses derivatives to comply with certain
value- at- risk leverage limits, a derivatives risk management program and board oversight and reporting requirements.
However, Rule 18f- 4 exempts BDCs that qualify as “ limited derivatives users ” from the aforementioned requirements,
provided that these BDCs adopt written policies and procedures that are reasonably designed to manage the BDC’ s
derivatives risks and comply with certain recordkeeping requirements. We intend to operate under the limited
derivatives user exemption of Rule 18f- 4 and have adopted written policies and procedures reasonably designed to
manage our derivatives risk pursuant to Rule 18f- 4. Rule 18f- 4 also permits us to enter into reverse repurchase
agreements or similar financing transactions notwithstanding the senior security provision of the 1940 Act if we
aggregate the amount of indebtedness associated with our reverse repurchase agreements or similar financing
transactions with the aggregate amount of any other senior securities representing indebtedness when calculating the
asset coverage ratios as discussed herein. In addition, under the “ delayed- settlement securities ” provision of Rule 18f-
4, we are permitted to invest in a security on a when- issued or forward- settling basis, or with a non- standard settlement
cycle, and the transaction will be deemed not to involve a senior security under the 1940 Act, provided that (i) we intend
to physically settle the transaction and (ii) the transaction will settle within 35 days of its trade date. We may otherwise
engage in such transaction as a “ derivatives transaction ” for purposes of compliance with the rule. Furthermore, we are
permitted to enter into an unfunded commitment agreement, and such unfunded commitment agreement will not be




subject to the asset coverage requirements under the 1940 Act if we reasonably believe, at the time we enter into such
agreement, that we will have sufficient cash and cash equivalents to meet our obligations with respect to all such
agreements as they come due. We cannot predict the effects of these requirements . Risks Related To Our Investment
Management Activities Our executive officers and employees, through the Adviser Subsidiary, are expected to manage the
Adviser Funds erseparately-managed-aeeounts-, which includes funds from External Parties, that operate in the same or a
related line of business as we do, which may result in significant conflicts of interest. Our executive officers and employees,
through the Adviser Subsidiary, are expected to manage the Adviser Funds that operate in the same or a related line of business
as we do, and which funds may be invested in by us and / or our executive officers and employees. Accordingly, they may have
obligations to such other entities, the fulfillment of which obligations may not be in the interests of us or our stockholders. Our
relationship with the Adviser Subsidiary may require us to commit resources to achieving the Adviser Funds or External Parties’
investment objectives, while such resources were previously solely devoted to achieving our investment objective. Our
investment objective and investment strategies may be very similar to those of the Adviser Funds and External Parties, and it is
hkely that an 1nve€tment approprlate for us, the Adviser Funds, or External Partle% would be approprlate for the other entlty We

and the AdVl%er Sub%ldlary have establishe pohcle% and procedures governing the allocatlon investment opportunme% between
us, the Adviser Funds, and External Parties. We may be limited in or unable to participate in certain investments based upon
such allocation policy. Although we will endeavor to allocate investment opportunities in a fair and equitable manner, we may
face conflicts in allocating 1nve€tment opportunltlei between us, the Advmer Funds and External Parties managed by the
Advmer Sub§1d1ary I v : ; ;

suﬁab%e—fer—bet-h—us—aﬂd—t-heﬁd’v‘tser—ﬁiﬁds— In addmon we may make 1nve€tment§ in the AdVl%er F und% in the form of loans
For example, prior to the receipt by the Adviser Funds of capital contributions from investors for which a capital call notice has
or will be given, we expect to provide loan financing to such Adviser Funds to fund such amounts on a temporary basis in order
to permit the Adviser Funds to invest in a target portfolio company within the applicable time constraints prior to the receipt by
the Adviser Funds of a capital call in respect of such investment. In addition, we may provide loan financing to the Adviser
Funds to cover start- up and initial operating costs prior to the receipt by the Adviser Funds of a capital call in respect of such
expenses. The provision of debt financing to the Adviser Funds may cause conflicts of interest, including in situations where our
interest as a lender to the Adviser Funds conflicts with the interest of holders of third- party equity interests. We, through the
Adviser Subsidiary, derive revenues from managing third- party funds pursuant to management agreements that may be
terminated, which could negatively impact our operating results. We will derive our revenues related to the Adviser Subsidiary
primarily from dividend income, which the Adviser Subsidiary will pay from net profits generated from advisory fees charged
to the Adviser Funds. The Adviser Funds may be established with different fee structures, including management fees payable
at varying rates and carried interest or performance fees that are payable at varying hurdle rates. Investment advisory, carried
interest, and performance fee revenues can be adversely affected by several factors, including market factors, third- party
investor preferences, and our Adviser Subsidiary’ s performance and track record. A reduction in revenues of our Adviser
Subsidiary, without a commensurate reduction in expenses, would adversely affect our Adviser Subsidiary’ s business and our
revenues and results of operations derived from the Adviser Subsidiary. In addition, the terms of the investment management
agreements with the Adviser Funds generally provide for the right to terminate the management agreement in certain
circumstances. Termination of any such management agreements would reduce the fees we earn from the Adviser Funds, which
could have a material adverse effect on our results of operations. Risk Related To BDCs Failure to comply with applicable laws
or regulations and changes in laws or regulations governing our operations may adversely affect our business or cause us to alter
our business strategy. We, the Adviser Funds and our portfolio companies are subject to applicable local, state and federal laws
and regulations, including those promulgated by the SEC, the NYSE, and the Public Company Accounting Oversight Board
(United States) . Failure to comply with any applicable local, state or federal law or regulation could negatively impact our
reputation and our business results. New legislation may also 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. Additionally, any changes to the laws and regulations governing our operations
relating to permitted investments may cause us to alter our investment strategy in order to avail ourselves of new or different
opportunities. Such changes could result in material differences to the strategies and plans set forth herein and may result in our
investment focus shifting from the areas of expertise of our investment team to other types of investments in which our




investment team may have less expertise or little or no experience. Thus, any such changes, if they occur, could have a material
adverse effect on our results of operations and the value of your investment. Failure to maintain our status as a BDC would
reduce our operating flexibility. If we do not remain a BDC, we might be regulated as a closed- end investment company under
the 1940 Act, which would subject us to substantially more regulatory restrictions under the 1940 Act and correspondingly
decrease our operating flexibility. Operating under the constraints imposed on us as a BDC and RIC may hinder the
achievement of our investment objectives. The 1940 Act and the Code impose numerous constraints on the operations of BDCs
and RICs that do not apply to certain of the other investment vehicles that we may compete with. BDCs are required, for
example, to invest at least 70 % of their total assets in certain qualifying assets, including U. S. private or smaller U. S. public
companies, cash, cash equivalents, U. S. government securities and other high- quality debt instruments that mature in one year
or less from the date of investment. See ““ Item 1. Business — Regulation. ” Moreover, qualification for taxation as a RIC
requires satisfaction of both the seuree—ef—ineeme-Income -Test and asset-Asset diversifteationand-Test, as well as
complying with the distributtenr-Distribution requirements-Requirements as set forth in the Code . See “ Certain United
States Federal Income Tax Considerations — Qualifying as a Regulated Investment Company. ~” Operating under these
constraints may hinder our ability to take advantage of attractive investment opportunities and to achieve our investment
objective. Any failure to do so could subject us to enforcement action by the SEC, cause us to fail to satisfy the tests and
requirements associated with our RIC status and subject us to entity- level eerperate-U. S. federal income taxation, cause us to
fail the 70 % test described above or otherwise have a material adverse effect on our business, financial condition or results of
operations. Regulations governing our operation as a BDC will affect our ability to, and the way in which we, raise additional
capital. Our business will require capital to operate and grow. In addition to funding new and existing investments, we may
pursue growth through acquisitions or strategic investments in new businesses. Completion and timing of any such acquisitions
or strategic investments may be subject to a number of contingencies and risks. There can be no assurance that the integration of
an acquired business will be successful or that an acquired business will prove to be profitable or sustainable. We may acquire
additional capital from the following sources: Senior Securities. 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 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 % immediately after each issuance of senior securities. If the value of our assets declines, we may be unable to satisfy
this test. If that happens, we will be prohibited from issuing debt securities or preferred stock and / or borrowing money from
banks or other financial institutions and may not be permitted to declare a dividend 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 dividends 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. « Any unsecured
debt issued by us would generally rank (i) pari passu with our current and future unsecured indebtedness and effectively
subordinated to all of our existing and future secured indebtedness, to the extent of the value of the assets securing such
indebtedness, and (ii) structurally subordinated to all existing and future indebtedness and other obligations of any of our
subsidiaries. Additional Common Stock. We are not generally able to issue and sell our common stock at a price below NAV per
share. We may, however, sell our common stock ;-er warrants, options or rights to acquire our common stock s-at a price below
the current NAV per share of the common stock in accordance with the requirements of Section 63 (2) of the 1940 Act if
our Board ef Pireetors-determines that such sale is in the best interests of our stockholders, and if our stockholders approve such
sale. Our stockholders have authorized us to issue common stock at a price below the then- current NAV per share, subject to
certain conditions including Board approval, for a twelve- month period expiring on July26-August 15 , 26242025 . See “ Risk
Factors — Risks Related to our Securities — Stockholders may incur dilution if we sell shares of our common stock in one or
more offerings at prices below the then current NAV per share of our common stock or issue securities to subscribe to, convert
to or purchase shares of our common stock * for a discussion of the risks related to us issuing shares of our common stock below
NAYV per share. We may also make rights offerings to our stockholders at prices per share less than the NAV per share,
without stockholder approval but subject to certain other applicable regulatory requirements . Our stockholders have also
authorized us to issue debt with warrants —epﬁeﬂs—eﬁlghts—te-sﬂbseﬂ-be—feﬁ or ;-debt eonvert-convertible into to;-orpurehase
shares of ear-common stock at a-an exercise or conversion pricc that, at the time such warrants or convertible debt are
issued, will not be less than the market value per share but may be below the-our then —current NAV per share, sabjeet-te-in
accordance with the appheable-requirements of Section 61 (a) (4) of the 1940 Act. There is no expiration date on our ability to
issue such warrants ;-eptiens;rights-or convertible debt securities based on this stockholder approval. 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.
Risks Related To Our Securities Investing in our securities may involve a high degree of risk. The investments we make in
accordance with our investment objective may be highly speculative and result in a higher amount of risk than alternative

investment options and a higher risk of volatility or loss of principal. As a result Our-investmentsin-portfolio-eompantes



inrvelve-highertevelsef riskand-therefore-, an investment in our securities may not be suitable for someone with lower risk

tolerance. Shares of closed- end investment companies, including BDCs, may trade at a discount to their NAV. Shares of closed-
end investment companies, including BDCs, may trade at a discount to their NAV. This characteristic of closed- end investment
companies and BDCs is separate and distinct from the risk that our NAV per share may decline. We cannot predict whether our
common stock will trade at, above or below NAV. In addition, if our common stock trades below our NAV per share, we will
generally not be able to issue additional common stock at the market price unless our stockholders approve such a sale and our
Board makes certain determinations. While our stockholders have authorized us to issue common stock at a price below the
then- current NAV per share, subject to certain conditions including Board approval, for a twelve- month period expiring on
Faly26-August 15 , 2624-2025 , we cannot predict whether we will make any such sales. See “ Risk Factors — Risks Related to
our Securities — Stockholders may incur dilution if we sell shares of our common stock in one or more offerings at prices
below the then current NAV per share of our common stock or issue securities to subscribe to, convert to or purchase shares of
our common stock ” for a discussion related to us issuing shares of our common stock below NAV. The market price of our
securities may be volatile and fluctuate significantly. Fluctuations in the trading prices of our securities may adversely affect the
liquidity of the trading market for our securities and, if we seek to raise capital through future securities offerings, our ability to
raise such capital. The market price and liquidity of the market for our securities 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 are not necessarily related to the operating performance of these companies; ¢ changes in regulatory policies, accounting
pronouncements or tax guidelines; ¢ the exclusion of BDC common stock from certain market indices, such as what happened
with respect to the Russell indices and the Standard and Poor’ s indices, could reduce the ability of certain investment funds to
own our common stock and limit the number of owners of our common stock and otherwise negatively impact the market price
of our common stock; ¢ inability to obtain any exemptive relief that may be required by us in the future from the SEC; ¢ loss of
our BDC or RIC status or our wholly owned substdiary-subsidiaries ' —s-status-statuses as an-SBIS-SBICs ; « changes in our
earnings or variations in our operating results; ¢ changes in the value of our portfolio of investments; * any shortfall in our
investment income or net investment income or any increase in losses from levels expected by investors or securities analysts; ®
loss of a major funding source; * fluctuations in interest rates; ¢ the operating performance of companies comparable to us;
departure of our key personnel;  proposed, or completed, offerings of our securities, including classes other than our common
stock; ¢ global or national credit market changes; and ¢ general economic trends and other external factors able to pay
distributions to our stockholders,our distributions may not grow over time,and a portion of distributions paid to our stockholders
may be a return of capital,which is a distribution of the stockholders’ invested capital. We intend to pay distributions 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 pay a specified level of cash distributions,previously projected distributions for future periods,or year- to- year
increases in cash distributions.Our ability to pay distributions might be adversely . Stockholders may incur dilution if we sell
shares of our common stock in one or more offerings at prices below the then current NAV per share of our common stock or
issue securities to subscribe to, convert to or purchase shares of our common stock. The 1940 Act prohibits us from selling
shares of our common stock at a price below the current NAV per share of such stock, with certain exceptions. One such
exception is prior stockholder approval of issuances below NAV provided that our Board efBireetors-makes certain
determinations. In connection with our 2623-2024 Annual Meeting, we obtained authorization from our stockholders to issue
common stock below our ther—earrent-NAV per share, subject to certain conditions including Board approval, for a twelve-
month period expiring on Faly26-August 15 , 2624-2025 . We may also seek such authorization at future annual or special
meetings of stockholders. Our stockholders have previously approved a proposal to authorize us to issue securities to subscribe
to, convert to, or purchase shares of our common stock in one or more offerings. Even though we have obtained authorization
from our stockholders to issue common stock at a price below our thea—enrrentNAV, we cannot predict whether we will make
any such sales. Any decision to sell shares of our common stock below the-theneurrentNAV per share of our common stock or
securities to subscribe to, convert to, or purchase shares of our common stock would be subject to the determination by our
Board that such issuance is in our and our stockholders’ best interests. If we were to sell shares of our common stock below
NAV per share, such sales would result in an immediate dilution to the NAV per share. This dilution would occur as a result of
the sale of shares at a price below the then current NAV per share of our common stock and a proportionately greater decrease
in a stockholder’ s interest in our earnings and assets and voting interest in us than the increase in our assets resulting from such
issuance. In addition, if we issue securities to subscribe to, convert to or purchase shares of common stock, the exercise or
conversion of such securities would increase the number of outstanding shares of our common stock. Any such exercise would
be dilutive on the voting power of existing stockholders and could be dilutive with regard to dividends and our NAV, and other
economic aspects of the common stock. Because the number of shares of common stock that could be so issued and the timing
of any issuance is not currently known, the actual dilutive effect cannot be predicted; however, the example below illustrates the
effect of dilution to existing stockholders resulting from the sale of common stock at prices below the NAV of such shares.
lustration: Example of Dilutive Effect of the Issuance of Shares Below NAV. Assume that Company XYZ has 1, 000, 000
total shares outstanding, $ 15, 000, 000 in total assets and $ 5, 000, 000 in total liabilities. The NAV per share of the common
stock of Company XYZ is $ 10. 00. The following table illustrates the reduction to NAV, or NAV, and the dilution experienced
by Stockholder A following the sale of 40, 000 shares of the common stock of Company XYZ at $ 9. 50 per share, a price below
its NAV per share. Prior to Sale Below NAV Following Sale Below NAV Percentage Change Reduction to NAVTotal Shares
Outstanding1, 000, 000 1, 040, 000 4. 0 % NAYV per share $ 10. 00 $ 9. 98 (0. 2) % Dilution to Existing StockholderShares Held
by Stockholder A10, 000 10, 000 (1) 0. 0 % Percentage Held by Stockholder A1. 00 % 0. 96 % (4. 0) % Total Interest of
Stockholder A in NAV $ 100, 000 $ 99, 808 (0. 2) % (1) Assumes that Stockholder A does not purchase additional shares in the



sale of shares below NAV. In addition, all distributions in cash payable to stockholders who participate in our dividend
reinvestment plan are automatically reinvested in shares of our common stock. As a result, stockholders who opt out of our
dividend reinvestment plan will experience dilution of their ownership percentage of our common stock over time. Provisions of
the Maryland General Corporation Law and of our charter and bylaws could deter takeover attempts and have an adverse impact
on the price of our common stock. The Maryland General Corporation Law and our charter and bylaws contain provisions that
may have the effect of discouraging, delaying, or making difficult a change in control of our company or the removal of our
incumbent directors. For example, our governing documents provide for a staggered board and authorize the issuance of “ blank
check ” preferred stock. The existence of these provisions, among others, may have a negative impact on the price of our
common stock and may discourage third party bids for ownership of our company. These provisions may prevent any premiums
being offered to you for our common stock. We may in the future determine to issue preferred stock, which could adversely
affect the market value of our common stock. The issuance of shares of preferred stock with dividend or conversion rights,
liquidation preferences or other economic terms favorable to the holders of preferred stock could adversely affect the market
price for our common stock by making an investment in the common stock less attractive. In addition, the dividends on any
preferred stock we issue must be cumulative. Payment of dividends and repayment of the liquidation preference of preferred
stock must take preference over any dividends or other payments to our common stockholders, and holders of preferred stock
are not subject to any of our expenses or losses and are not entitled to participate in any income or appreciation in excess of their
stated preference (other than convertible preferred stock that converts into common stock). In addition, under the 1940 Act,
preferred stock constitutes a *“ senior security ” for purposes of the asset coverage test. Fhe-Except for the 2031 Asset- Backed
Notes, the Notes are unsecured and therefore effectively subordinated to any current or future secured indebtedness. The Notes ,
except for the 2031 Asset- Backed Notes (with such exception, the “ Unsecured Notes ”), are not secured by any of our
assets or any of the assets of our subsidiaries and rank equally in right of payment with all of our existing and future
unsubordinated, unsecured indebtedness. As a result, the Unsecured Notes are effectively subordinated to any secured
indebtedness we or our subsidiaries have currently incurred and may incur in the future (or any indebtedness that is initially
unsecured to which we subsequently grant security) to the extent of the value of the assets securing such indebtedness. In any
liquidation, dissolution, bankruptcy or other similar proceeding, the holders of any of our existing or future secured indebtedness
and the secured indebtedness of our subsidiaries may assert rights against the assets pledged to secure that indebtedness in order
to receive full payment of their indebtedness before the assets may be used to pay other creditors, including the holders of the
Unsecured Notes. The Unsecured Notes are structurally subordinated to the indebtedness and other liabilities of our
subsidiaries. The Unsecured Notes are obligations exclusively of Hercules Capital, Inc. and not of any of our subsidiaries
(which includes, for purposes of this risk factor only, our affiliated securitization trust) . None of our subsidiaries are or act
as guarantors of the Unsecured Notes. Furthermore, the Unsecured Notes are not required to be guaranteed by any subsidiaries
we may acquire or create in the future. Our secured indebtedness with respect to the SBA debentures is held through one of our
SBIC substdiary-subsidiaries . Our secured indebtedness with respect to the 2031 Asset- Backed Notes is held through our
affiliated securitization trust . The assets of our any-sueh-substdtary-subsidiaries are not directly available to satisfy the
claims of our creditors, including holders of the Unsecured Notes. Except to the extent we are a creditor with recognized claims
against our subsidiaries, all claims of creditors (including holders of preferred stock, if any, of our subsidiaries) will have
priority over our equity interests in such subsidiaries (and therefore the claims of our creditors, including holders of the
Unsecured Notes) with respect to the assets of such subsidiaries. Even if we are recognized as a creditor of one or more of our
subsidiaries, our claims would still be subordinated to any security interests in the assets of any such subsidiary and to any
indebtedness or other liabilities of any such subsidiary senior to our claims. As a result of not having a direct claim against any
of our subsidiaries, the Unsecured Notes are structurally subordinated to all indebtedness and other liabilities (including trade
payables) of our subsidiaries and any subsidiaries that we may in the future acquire or establish as financing vehicles or
otherwise. In addition, our subsidiaries may incur substantial additional indebtedness in the future, all of which would be
structurally senior to the Unsecured Notes. Fhe-There is Notes-may-ormaynot- no active public have-an-established-trading
market for the June 2025 Notes, June 2025 3- Year Notes, March 2026 A Notes, March 2026 B Notes, September 2026
Notes, January 2027 Notes, or 2031 Asset- Backed Notes . -As a result, a holder may not be able to resell any of such
notes. There currently is no active public trading market in-for the June 2025 Notes ts-, June 2025 3- Year Notes, March
2026 A Notes, March 2026 B Notes, September 2026 Notes, January 2027 Notes, or 2031 Asset- Backed Notes. We do not
currently intend to apply for listing of any such notes on any securities exchange or for quotation of any such notes on
any automated dealer quotation system. If no active trading market developed-develops , it-a holder may not be able to

resell maintained—The-Notesmay-ormay nothave-an-any established-trading-at their fair market value or at all . If any of
such a-trading-marketin-the-Notes-notes ﬁ—deve}qaed—ﬁ—maynet—be—m&mf&rﬂed—}ﬁt-he—Netes—are traded after their initial

issuance , they may trade at a discount te-from their initial offering price depending on prevailing interest rates, the market for
similar securities, our credit ratings, general economic conditions, our financial condition e, performance and prospects
and other relevantfactors. If a market is made for any of such notes, any such market- making may be discontinued at
any time. In addition, any market- making activity, if any, will be subject to limits imposed by law. Accordingly, we can
provide no assurance that a liquid trading market maynot, if any, will develop for such any-eralt-eftheNotes-notes , and
noteholders-maynotthat a holder will be able to sell any of such Netes-notes at a particular time , or at-that the price a
holder may receive when it sells any of such notes will be favorable priee-. To the extent an active trading market does not
develop erts-netmaintatned-, the liquidity and trading price for the-such Netes-notes may be harmed. Accordingly, netchelders
a holder may be required to bear the financial risk of an investment in the-such Netes-notes for an indefinite period of time .
The 2033 Notes are listed on the NYSE under the symbol “ HCXY. ” We cannot provide any assurances that an active
trading market will be maintained for 2033 Notes, that a holder will be able to sell its 2033 Notes, or that the price a



holder may receive when it sells its 2033 Notes will be favorable. The 2033 Notes may trade at a discount from their
initial offering price depending on prevailing interest rates, the market for similar securities, our credit ratings, general
economic conditions, our financial condition, performance and prospects and other factors. The underwriters of the
public offering of the 2033 Notes have advised us that they intend to make a market in the 2033 Notes, but they are not
obligated to do so. Such underwriters may discontinue any market- making in the 2033 Notes at any time at their sole
discretion . A downgrade, suspension, or withdrawal of the credit rating assigned by a rating agency to us or our debt securities,
if any, or change in the debt markets could cause the liquidity or market value of our debt securities to decline significantly. Our
credit ratings are an assessment by rating agencies of our ability to pay our debts when due. Consequently, real or anticipated
changes in our credit ratings will generally affect the market value of our outstanding debt and equity securities and our ability
to raise capital. These credit ratings may not reflect the potential impact of risks relating to the structure or marketing of such
debt and equity securities. Credit ratings are not a recommendation to buy, sell or hold any security, and may be revised or

withdrawn at any time by the issuing organization in its sole discretion. Netther-we-nor-any-underwriter-undertakes-any
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ratings—There can be no assurance that a credit rating will remain for any given period of time or that such credit ratings will not
be lowered or withdrawn entirely if future circumstances relating to the basis of the credit rating, such as adverse changes in our
company, so warrant. An increase in the competitive environment, inability to cover distributions, or increase in leverage could
lead to a downgrade in our credit ratings and limit our access to the debt and equity markets capability impairing our ability to
grow the business. The conditions of the financial markets and prevailing interest rates have fluctuated in the past and are likely
to fluctuate in the future. The indentures under which the 2033 Notes, September 2026 Notes and January 2027 Notes were
issued contain limited protections for the holders of the-such Netes-notes . The indentures under which the 2033 Notes,
September 2026 Notes and January 2027 Notes were issued offers limited protections to the holders of the-such Netes-notes .
The terms of the respective 2033 Notes, September 2026 Notes and January 2027 Notes indentures do not restrict our or any
of our subsidiaries’ ability to engage in, or otherwise be a party to, a variety of corporate transactions, circumstances or events
that could have an adverse impact on an investment in the-such Netes-notes . In particular, the terms of the respective 2033
Notes, September 2026 Notes and January 2027 Notes indentures do not place any restrictions on our or our subsidiaries’
ability to: * issue securities or otherwise incur additional indebtedness or other obligations, including (1) any indebtedness or
other obligations that would be equal in right of payment to the-such Netes-notes , (2) any indebtedness or other obligations that
would be secured and therefore rank effectively senior in right of payment to the-such Netes-notes to the extent of the values of
the assets securing such debt, (3) indebtedness of ours that is guaranteed by one or more of our subsidiaries and which therefore
would rank structurally senior to the-such Netes-notes and (4) securities, indebtedness or other obligations issued or incurred by
our subsidiaries that would be senior in right of payment to our equity interests in our subsidiaries and therefore would rank
structurally senior in right of payment to the-such Netes-notes with respect to the assets of our subsidiaries, in each case other
than an incurrence of indebtedness or other obligation that would cause a violation of Section 18 (a) (1) (A) as modified by
Section 61 (a) (1) of the 1940 Act or any successor provisions, whether or not we continue to be subject to such provisions of
the 1940 Act, but giving effect to any exemptive relief granted to us by the SEC (currently, these provisions generally prohibit
us from making additional borrowings, including through the issuance of additional debt or the sale of additional debt securities,
unless our asset coverage, as defined in the 1940 Act, equals at least 150 % thereafter after such borrowings); * pay dividends
on, or purchase or redeem or make any payments in respect of, capital stock or other securities ranking junior in right of payment
to the-such Netes-notes , including subordinated indebtedness; * sell assets (other than certain limited restrictions on our ability
to consolidate, merge or sell all or substantially all of our assets); ¢ enter into transactions with affiliates; ¢ create liens (including
liens on the shares of our subsidiaries) or enter into sale and leaseback transactions; * make investments; or * create restrictions
on the payment of distributions or other amounts to us from our subsidiaries. Furthermore, the terms of the respective 2033
Notes, September 2026 Notes and January 2027 Notes indentures do not protect their respective holders in the event that we
experience changes (including significant adverse changes) in our financial condition, results of operations or credit ratings, as
they do not require that we or our subsidiaries adhere to any financial tests or ratios or specified levels of net worth, revenues,
income, cash flow or liquidity. Our ability to recapitalize, incur additional debt and take a number of other actions that are not
limited by the terms of the 2033 Notes, September 2026 Notes and January 2027 Notes may have important consequences for
their holders, including making it more difficult for us to satisfy our obligations with respect to the 2033 Notes, September
2026 Notes and January 2027 Notes or negatively affecting their trading value. Certain of our debt instruments include more
protections for their respective lenders than the 2033 Notes, September 2026 Notes and January 2027 Notes, and we may
issue or incur additional debt in the future which could contain more protections for its holders, including additional covenants
and events of default. The issuance or incurrence of any such debt with incremental protections could affect the market for and
trading levels and prices of the-such Netes-notes . Terms relating to redemption may materially adversely affect the return on
any debt securities that we may issue. With respect to debt securities issued by us that are redeemable at our option, we may
choose to redeem such debt securities at times when prevailing interest rates are lower than the interest rate paid on such debt
securities. In addition, with respect to debt securities issued by us that are subject to mandatory redemption, we may be required
to redeem such debt securities at times when prevailing interest rates are lower than the interest rate paid on such debt securities.
In this-these eireumstanee-circumstances , such noteholders may not be able to reinvest the redemption proceeds in a
comparable security at an effective interest rate as high as those debt securities being redeemed. We may redeem our Notes at a
redemption price set forth under the terms of the individuat-indentures-agreements governing the Notes . Sce *-“ Note 5 —
Debt. £ If we choose to redeem our Notes when the fair market value is above par value, such noteholders would experience a
loss of any potential premium. If we default on our obligations imposed upon us by our indebtedness, we may not be able to
make payments on our outstanding Notes and Credit Facilities. The agreements governing our indebtedness, including our Notes



and Credit Facilities, require us to comply with certain financial, operational and payment covenants. These covenants require us
to, among other things, maintain certain financial ratios, including asset coverage, debt to equity and interest coverage. Our
ability to continue to comply with these covenants in the future depends on many factors, some of which are beyond our control.
Any default under such agreements, or other indebtedness to which we may be a party, that is not waived by the required lenders
or holders, and the remedies sought by the holders of such indebtedness, could make us unable to pay principal, premium, if
any, and interest on any of our indebtedness, including our Notes and Credit Facilities, or other indebtedness and substantially
decrease the market value of our outstanding Notes and Credit Facilities debt. If we are unable to generate sufficient cash flow
and are otherwise unable to obtain funds necessary to meet required payments of principal, premium, if any, and interest on our
indebtedness, or if we otherwise fail to comply with the various covenants, including financial and operating covenants, in the
instruments governing our indebtedness, we could be in default under the terms of the agreements governing such indebtedness.
In the event of such default, (i) the holders of such indebtedness could elect to declare all the funds borrowed thereunder to be
due and payable, together with accrued and unpaid interest, (ii) the lenders under our Credit Facilities or other debt we may
incur in the future could elect to terminate their commitments, cease making further loans and institute foreclosure proceedings
against our assets, and (iii) we could be forced into bankruptcy or liquidation. If our operating performance declines, we may in
the future need to seek to obtain waivers from the required lenders under our Credit Facilities or the required holders of our
outstanding Notes or other debt that we may incur in the future to avoid being in default. If we breach our debt covenants and
seek a waiver, we may not be able to obtain a waiver from the required lenders or holders. If this occurs, we would be in default
under the related Credit Facility or Notes and the lenders or holders could exercise their rights as described above, and we could
be forced into bankruptcy or liquidation. If we are unable to repay debt, lenders having secured obligations, including the
lenders under our Credit Facilities, could proceed against the collateral securing the debt. Because our Credit Facilities have,
and any future credit facilities will likely have, customary cross- default and cross- acceleration provisions, if our outstanding
Notes are accelerated, we may be unable to repay or finance the amounts due. We may not be able to prepay the Notes upon a
change in control. The indentares-agreements governing the July2024-Notes; February 2625 Neotes;-June 2025 Notes, June
2025 3- Year Notes, March 2026 A Notes, March 2026 B Notes, September 2026 Notes and January 2027 Notes require us to
offer to prepay all of the issued and outstanding notes upon a change in control and election by the holders, which could have a
material adverse effect on our business, financial condition and results of operations. A change in control under the indentures
or note purchase agreements, as applicable, occurs upon the consummation of a transaction which results in a *“ person ” or
group ” (as those terms are used in the Exchange Act and the rules promulgated thereunder) becoming the beneficial owner of
more than 50 % of our outstanding voting stock. Upon a change in control event, holders of the notes may require us to prepay
for cash some or all of the notes at a prepayment price equal to 100 % of the aggregate principal amount of the notes being
prepaid, plus accrued and unpaid interest to, but not including, the date of prepayment. If a change in control were to occur, we
may not have sufficient funds to prepay any such accelerated indebtedness. The terms of the 2033 Notes and 2031 Asset-
Backed Notes do not require us to purchase the 2033 Notes or 2031 Asset- Backed Notes, respectively, in connection with a
change of control or any other event. Our Credit Facilities do not require us to repay the Credit Facilities in connection with a
change of control, however, certain merger or consolidation transactions may trigger an event of default under the Credit
Facilities, which may result in amounts outstanding under the Credit Facilities to be accelerated. Any inability to renew, extend
or replace our Credit Facilities could adversely impact our liquidity and ability to find-fund new investments or maintain
distributions to our stockholders. The MUFG Bank Facility matures in January 2026, plus a twelve month amortization
period, and the SMBC Facility matare-matures in January2027-and-November 2026-2028 , respeetively-plus a twelve month
amortization period . In addition, the SMBC LC Facility has a final maturity date ending Janwary-February 2626-2028 . There
can be no assurance that we will be able to renew, extend or replace our Credit Facilities upon maturity on terms that are
favorable to us, if at all. Our ability to renew, extend or replace the Credit Facilities will be constrained by then- current
economic conditions affecting the credit markets. In the event that we are not able to renew, extend or replace our Credit
Facilities at the time of their respective maturities, this could have a material adverse effect on our liquidity and ability to fund
new investments, our ability to make distributions to our stockholders and our ability to qualify as a RIC. Risks Related To Our
SBIC Subsidiaries We, through our wholly owned subsidiary-subsidiaries , issue debt securities guaranteed by the SBA and
sold in the capital markets. As a result of its guarantee of the debt securities, the SBA has fixed dollar claims on the assets of our
substdiary-subsidiaries that are superior to the claims of our securities holders. Qur Westhrough-etr-wholly owned substdtary
subsidiaries Herewles-Capital V- EP(~HC [V Y-and SBIC V |, have eutstanding-$ 175. 0 million and $ 104. 0 million of
SBIC debentures outstanding, respectively. HC IV has no, and SBIC V has $ 71. 0 million of, additional debentures
available, respectively. SBIC debentures are guaranteed by the SBA , —Fhe-debentaresguaranteed-by-the-SBA-have a
maturity of ten years from the date of issuance (maturing in 2031 and-, 2032 and 2035 ) and require semiannual payments of
interest. We will need to generate sufficient cash flow to make required interest payments on the debentures. If we are unable to
meet the financial obligations under the debentures, the SBA, as a creditor, will have a superior claim to the assets of HeH¥our
SBICs over our securities holders in the event we liquidate or the SBA exercises its remedies under such debentures as the
result of a default by us. See ““ Item 1. Business — Regulation — Small Business Administration Regulations. ” ©ur-Certain of
our wholly owned substdtary-subsidiaries s-are licensed by the SBA, and therefore subject to SBIC regulations. HC IV ts-and
SBIC V are licensed te-aet-as SBICs and ts-are regulated by the SBA. The SBA alse-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 a few prohibited industries. Compliance with SBA requirements may cause #s-HC IV or SBIC V to forego
attractive investment opportunities that are not permitted under SBIC regulations. Further, the SBIC regulations require, among
other things, that a licensed SBIC be periodically examined by the SBA and audited by an independent auditor, in each case to
determine the SBIC’ s compliance with the relevant SBIC regulations. 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. If either HC IV or SBIC V fails to comply with applicable SBIC
regulations, the SBA could, depending on the severity of the violation, limit or prohibit HC IV' s etr— or use-SBIC V' s
issuance of SBIC debentures, declare outstanding SBIC debentures immediately due and payable, and / or limit HC IV er SBIC
V from making new investments. In addition, the SBA can revoke or suspend a license for willful or repeated violation of, or
willful or repeated failure to observe, any provision of the Small Business Investment Act of 1958 or any rule or regulation
promulgated thereunder. Such actions by the SBA would, in turn, negatively affect us. Our SBIC subsidiary-subsidiaries may
be unable to make distributions to us that will enable us to meet or maintain RIC status, which could result in the imposition of
an entity- level tax. In order for us to continue to qualify for RIC tax treatment and to minimize corporate- level U. S. federal
taxes, we will be required to distribute substantially all of our net ordinary taxable income and net capital gain income, including
taxable income from certain of our subsidiaries, which includes the income from HC IV and SBIC V . We will be partially
dependent on HC IV and SBIC V for cash distributions to enable us to meet the RIC distribution requirements. HC IV and
SBIC V may be limited by SBIC regulations from making certain distributions to us that may be necessary to enable us to
maintain our status as a RIC. We may have to request a waiver of the SBA’ s restrictions for HC IV er SBIC V to make certain
distributions to maintain our eligibility for RIC status. We cannot assure you that the SBA will grant such waiver and if HC IV
is-or SBIC V are unable to obtain a waiver, compliance with the SBIC regulations may result in loss of RIC status and a
consequent imposition of an entity- level tax on us. Risks Related To Operating As A RIC And U. S. Federal Income Taxes We
will be subject to U. S. federal income tax if we are unable to qualify as a RIC under Subchapter M Part I of the Code. To
maintain RIC status under Subchapter M Part I of the Code, we must meet the following distribution, income and asset
requirements: * The Distribution Requirements for a RIC will be satisfied if we distribute to our stockholders on an annual basis
at least 90 % of our net ordinary taxable income and realized net short- term capital gains in excess of realized net long- term
capital losses, if any. Depending on the level of taxable income earned in a tax year, we may choose to carry forward taxable
income in excess of current year distributions into the next tax year and pay a 4 % U. S. federal excise tax on such income. Any
such carryover taxable income must be distributed through a dividend declared prior to filing the final tax return related to the
year which generated such taxable income. For more information regarding tax treatment, see “ Item 1. Business — Certain
United States Federal Income Tax Considerations — Taxation as a Regulated Investment Company. ” Because we use debt
financing, we are subject to eertairan asset coverage ratio requirements under the 1940 Act and are (and may in the future
become) subject to certain financial covenants under loan and credit agreements that could, under certain circumstances, restrict
us from making distributions necessary to satisfy the distribution requirement. In addition, because we receive non- cash sources
of income such as PIK interest which involves us recognizing taxable income without receiving the cash representing such
income, we may have difficulty meeting the distribution requirement. If we are unable to obtain cash from other sources, we
could fail to qualify as a RIC and thus become subject to U. S. federal income tax. « The Income Test will be satisfied if we
obtain at least 90 % of our gross income for each year from dividends, interest, gains from the sale of stock or securities or
similar sources. * The Asset Test will be satisfied if we meet certain asset diversification requirements at the end of each quarter
of our taxable year. To satisfy this requirement, at least 50 % of the value of our assets must consist of cash, cash equivalents, U.
S. government securities, securities of other RICs, and other acceptable securities; and no more than 25 % of the value of our
assets can be invested in the securities, other than U. S. government securities or securities of other RICs, (i) of one issuer, (ii) of
two or more issuers that are controlled, as determined under applicable Code rules, by us and that are engaged in the same or
similar or related trades or businesses or (iii) of certain “ qualified publicly traded partnerships. ” Failure to meet these
requirements may result in our having to dispose of certain investments quickly in order to prevent the loss of RIC status.
Because most of our investments are in privately held companies, and therefore illiquid, any such dispositions could be made at
disadvantageous prices and could result in substantial losses. Moreover, if we fail to maintain our RIC status for any reason and
are subject to U. S. federal income taxes, the resulting taxes could substantially reduce our net assets, the amount of income
available for distribution and the amount of our distributions. We may have difficulty paying the distributions required to
maintain RIC status under the Code if we recognize income before or without receiving cash representing such income. We will
include in income certain amounts that we have not yet received in cash. Among other circumstances, these amounts generally
relate to: (i) amortization of OID, which may arise if (a) we receive equity, warrants, or another asset in connection with the
origination of a loan; (b) we invest or acquire a debt investment at a discount to its par value; (ii) contractual payment—i—ikined;
of-PIK sinterest, which represents contractual interest added to the loan balance and due at the end of the loan term; (iii)
contractual exit fees, which is a contractual fee accrued over the life of a loan and its typically due at loan payoff; or (iv)
contractual preferred dividends, which represents contractual dividends added to the preferred stock and due at the end of the
preferred stock term, subject to adequate profitability at the portfolio company. Such amortization of OID, accrual to par of any
debt bought below par, accrual of PIK, exit fees, and cumulative preferred dividends will be included in income before we
receive the corresponding cash payments. Since, in certain cases, we may recognize taxable income before or without receiving
cash representing such income, we may have difficulty meeting the Distribution Requirements necessary to maintain RIC status
under the Code. Accordingly, 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 for this purpose. If we are not able to
obtain cash from other sources, we may fail to qualify as a RIC and thus become subject to U. S. federal income tax. For
additional discussion regarding the tax implications of a RIC, please see ““ Item 1. Business — Certain United States Federal
Income Tax Considerations — Taxation as a Regulated Investment Company. ” We may in the future choose to pay distributions
in our own stock, in which case you may be required to pay tax in excess of the cash you receive. We may distribute taxable
dividends that are payable in part in our stock. Under certain applicable provisions of the Code and the Treasury regulations,
distributions payable by us in cash or in shares of stock (at the stockholders’ election) would satisfy the Distribution



Requirements. The IRS has issued guidance providing that a dividend payable in stock or in cash at the election of the
stockholders will be treated as a taxable dividend eligible for the dividends paid deduction provided that at least 20 % of the
total dividend is payable in cash and certain other requirements are satisfied. Taxable stockholders receiving such dividends will
be required to include the full amount of the dividend as ordinary income (or as long- term capital gain to the extent such
dividend 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. As a result, a U. S. stockholder may be required to pay tax with respect to such dividends in
excess of any cash received. If a U. S. stockholder sells the stock it receives 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. In addition, 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. Stockholders may have current tax liability on dividends they elect to
reinvest in our common stock but would not receive cash from such dividends to pay such tax liability. If stockholders
participate in our dividend reinvestment plan, they will be deemed to have received, and for federal income tax purposes will be
taxed on, the amount reinvested in our common stock to the extent the amount reinvested was not a tax- free return of capital.
As aresult, unless a stockholder is a tax- exempt entity, it may have to use funds from other sources to pay its tax liability on
the value of the dividend that they have elected to have reinvested in our common stock. Legislative or regulatory tax changes
could adversely affect our stockholders. At any time, the U. S. federal income tax laws governing RICs or the administrative
interpretations of those laws or regulations may be amended. The likelihood of any new legislation being enacted is uncertain.
Any of those new laws, regulations or interpretations may take effect retroactively and could adversely affect the taxation of us
or our stockholders. Therefore, changes in tax laws, regulations or administrative interpretations or any amendments thereto
could diminish the value of an investment in our shares or the value or the resale potential of our investments. If we do not
comply with applicable laws and regulations, we could lose any licenses that we then hold for the conduct of our business and
may be subject to civil fines and criminal penalties. FATCA withholding may apply to payments made to certain foreign entities.
The Foreign Account Tax Compliance Act provisions of the Code and the related Treasury Regulations and other administrative
guidance promulgated thereunder, or collectively, FATCA, generally requires us to withhold U. S. tax (at a 30 % rate) on
payments of interest and taxable dividends made to a foreign financial institution or non- financial foreign entity (including such
an institution or entity acting as an intermediary) unless the foreign financial institution or non- financial foreign entity complies
with certain information reporting, withholding, identification, certification and related requirements imposed by FATCA.
Persons located in jurisdictions that have entered into an intergovernmental agreement with the United States to implement
FATCA may be subject to different rules. Stockholders may be requested to pr0V1de addltlonal 1nf0rmat10n to enable us to
determine whether such withholding is required. General Risk Factors We-are-e

politeat-uneertainty;-and-eapital-Capital markets may experience periods of dlsruptlon and 1nstab111ty in the future These
market conditions , when they occur, may materially and adversely affect debt and equity capital markets in the United States
and abroad, which may have a negative impact on our business and operations. U. S. capital markets have experienced volatility
and disruption in recent years, including as a result of the COVID- 19 pandemic, certain regional bank failures, and an
inflationary economic environment. Any Fhese-and-future market disruptions and / or illiquidity wetld-could be-expeeted-to
have an adverse effect on our business, financial condition, results of operations and cash flows, as well as the businesses of our
portfolio companies, and the broader financial and credit markets. At various times, such disruptions in the past have resulted
in, and may in the future result in, a lack of liquidity in parts of the debt capital markets, significant write- offs in the financial
services sector and the repricing of credit risk. Such conditions may occur for a prolonged period of time again-, and may
materially worsen in the future, including as a result of U. S. government shutdowns, or future downgrades to the U. S.
government' s sovereign credit rating or the perceived credit worthiness of the U. S. or other large global economies. In addition,
the current U. S. political environment and presidentiat-eleetion-the new incoming U. S. federal administration and the
resulting uncertainties regarding actual and potential shifts in U. S. foreign investment, trade, healthecare, taxation, economic,
environmental and other policies, as well as the impact of geopolitical tension, such as a deterioration in the bilateral relationship
between the U. S. and China or the afesealatienta-conflict between Russia and Ukraine or conflict in the Middle East, could
lead to disruption, instability and volatility in the global capital markets. Unfavorable economic conditions also would be
expected to increase our funding costs, limit our access to the capital markets or result in a decision by lenders not to extend
credit to us. These events have limited in the past and could continue to limit our investment originations, and limit our ability to
grow and could have a material negative impact on our operating results, financial condition, results of operations and cash
flows and the fair-valwes— value of our debt and equity investments. In addition, the U. S. and global capital markets have in the
past, and may in the future, experience periods of extreme volatility and disruption during economic downturns and recessions.
Trade wars and volatility in the U. S. repo market, the U. S. high yield bond markets, the Chinese stock markets and global
markets for commodities may affect ether-financial markets worldwide. Increases to budget deficits or direct and contingent
sovereign debt may create concerns about the ability of certain nations to service their sovereign debt obligations and any risks
resulting from any such debt crisis in Europe, the United States H—S—or elsewhere could have a detrimental impact on the
global economy, sovereign and non- sovereign debt markets n-eertaireountries-and the financial condition of financial
institutions generally. Government shutdowns or austerity measures that certain countries may agree to as part of any debt crisis
or disruptions to major financial trading markets may adversely affect world economic conditions, our business and the
businesses of our portfolio companies. Additionally-Uncertainty about presidential administration initiatives could
negatively impact our business . financial condition and results of operations. There is significant uncertainty with
respect to legislation, regulation and government policy at the Federal-federal Reserve-may-eontinue-toraise-level, as well




as the Federal-FundsRatedinrstate and local levels. Recent events, including the 2024 U. S. presidential election, have
created a climate of heightened uncertainty and introduced new and difficult- to- quantify macroeconomic and political
risks with potentially far- reaching implications. To the extent the U. S. Congress or the presidential administration
implements changes to U. S. policy, those changes may impact, among other things, the U. S. and global economy,
international trade and relations, unemployment, immigration, corporate taxes, healthcare, the U. S. regulatory
environment, inflation and other areas. Although we cannot predict the impact, if any, of these changes to our business,
they could adversely affect our business, financial condition, operating results and cash flows. Until we know what policy
changes are made and how those changes impact our business and the business of our competitors over the long term, we
will not know if, overall, we will benefit from them or be negatively affected by them. Changes to U. S. tariff and import
/ export regulations may have a negative effect on our portfolio companies and, in turn, harm us. There have been
ongoing discussion and commentary regarding potential significant changes to U. S. trade policies, treaties and tariffs,
creating significant uncertainty about the future relationship between the United States and other countries with respect
to trade policies, treaties and tariffs . These developments, aleng-with-or the perception that more 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 government
Any of these factors could depress economlc act1v1ty and restrlct our portfollo companles access s—éebt—eeﬁtﬁg—buéget—

f&tes-to be*e’:aﬁ-}e-supphers or customers and have a materlal adverse effect on thelr busmess, ﬁnanclal condltlon and

results of operations , which may-in turn would negatively impact us etr-ability v
terms-. Deterioration in the economy and financial markets could impair our portfolio companies’ ﬁnan01a1 positions and
operating results and affect the industries in which we invest, which could, in turn, harm our operating results. The broader
fundamentals of the United States economy remain mixed. In the event that the United States economy contracts, it is likely that
the financial results of small to mid- sized companies, like those in which we invest, could experience deterioration or limited
growth from current levels, Wthh Could ultlmately lead to dlfﬁculty in meetmg their debt serv1ce requlrements and an increase
in defaults —J#s : 0 : v y :

provide no assurance that the pelformance of certain portfoho companies W111 not be negatively 1mpacted by economic cycles,
industry cycles or other conditions, which could also have a negative impact on our future results. Although we have been able
to secure access to additional liquidity, the potential for volatility in the debt and equity capital markets provides no assurance
that debt or equity capital will be available to us in the future on favorable terms, or at all. We may experience fluctuations in
our operating results. We could experience fluctuations in our 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 level of portfolio dividend and fee income, 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, operating results for any period should not be relied upon as being indicative
of performance in future periods. Terrorist attacks, acts of war, public health crises, climate change, or natural disasters may
affect any market for our securities, impact the businesses in which we invest and harm our business, operating results and
financial condition. Terrorist acts, acts of war, public health crises ( #nelading-such as the COVID- 19 outbreak) or natural
disasters may disrupt our operations, as well as the operations of the businesses in which we invest. Such acts have created, and
continue to create, economic and political uncertainties and have contributed to global economic instability. Future terrorist
activities, military or security operations, public health crises, climate change, or natural disasters could further weaken the
domestic / global economies and create additional uncertainties, which may negatively impact the businesses in which we invest
directly or indirectly and, in turn, could have a material adverse impact on our business, operating results and financial
condition. Losses from terrorist attacks, public health crises, climate change, and natural disasters are generally uninsurable.
Technological innovations and industry disruptions, including those related to artificial intelligence and machine learning, may
negatively impact us. Technological innovations, including artificial intelligence and machine learning, have disrupted
traditional approaches in multiple industries and can permit younger companies to achieve success and in the process disrupt
markets and market practices. We can provide no assurance that new businesses and approaches will not be created that would
compete with us and / or our portfolio companies or alter the market practices in which we have been designed to function within
and on which we depend on for our investment return. New approaches could damage our investments, disrupt the market in
which we operate and subject us to increased competition, which could materially and adversely affect our business, financial
condition and results of investments. We may, subject to internal policies, use artificial intelligence or machine learning in
connection with our business activities, including investment activities. The use of artificial intelligence and machine learning
carries with it certain risks, including the risks that inputs include confidential or personally identifiable information and that
outputs contain inaccuracies and errors. The applications of artificial intelligence and machine learning, including those in the
investment and financial sectors, continue to develop rapidly, and it is impossible to predict all of the future risks that may arise
from such developments. We cannot control the use of artificial intelligence or machine learning in our portfolio companies or
third- party products or services and therefore could be exposed to associated risks if our portfolio companies, third- party
service providers or any counterparties use artificial intelligence or machine learning in their business activities. We are highly
dependent on information systems and systems failures could significantly disrupt our business, which may, in turn, negatively
affect the market price of our common stock and our ability to pay dividends. Our business is highly dependent on our and third
parties” communications and information systems. Any failure or interruption of those systems, including as a result of the
termination of an agreement with any third- party service providers, could cause delays or other problems in our activities. Our



financial, accounting, data processing, backup or other operating systems and facilities may fail to operate properly or become
disabled or damaged as a result of a number of factors including events that are wholly or partially beyond our control and
adversely affect our business. Fhere-Such events could be-include : < sudden electrical or telecommunications outages; * natural
disasters such as earthquakes, tornadoes and hurricanes; ¢ disease pandemics; * events arising from local or larger scale political
or social matters, including terrorist acts and social unrest; and ¢ cyber- attacks, including software viruses, ransomware,
malware and phishing and vishing schemes. The failure in cyber security systems, as well as the occurrence of events
unanticipated in our disaster recovery systems and business continuity planning could impair our ability to conduct business
effectively. Our business operations rely upon secure information technology systems for data processing, storage and reporting.
Despite careful security and controls design, implementation and updating, our information technology systems could become
subject to cyber- attacks, which have been occurring globally at a more frequent and severe level and are expected to continue to
increase in frequency and severity in the future. Network, system, application and data breaches could result in operational
disruptions or information mrsapproprratron Wthh could have a material adverse effect on our busmess results of operatrons
and fman01al condition. d h-85-8 attacks-a-natura At : :

eeu-}d—be-severe}y-eempfem-tsed—We depend heavrly upon computer systems to perform necessary busmess functlons Despite
our implementation of a variety of security measures, our computer systems could be subject to cyber- attacks and unauthorized

access, such as physical and electronic break- ins or unauthorized tampering. Like other companies, we may experience threats
to our data and systems, including malware and computer virus attacks, unauthorized access, system failures and disruptions. If
one or more of these events occurs, it could potentially jeopardize the confidential, proprietary and other information processed
and stored in, and transmitted through, our computer systems and networks, or otherwise cause interruptions or malfunctions in
our operations, which could result in damage to our reputation, financial losses, litigation, increased costs, regulatory penalties
and / or customer dissatisfaction or loss. Third parties with which we do business (including, but not limited to, service
providers, such as accountants, custodians, transfer agents and administrators, and the issuers of securities in which we invest)
may also be sources or targets of cyber security or other technological risks. While we engage in actions to reduce our exposure
to third- party risks, we cannot control the cyber security plans and systems put in place by these third parties and ongoing
threats may result in unauthorized access, loss, exposure or destruction of data, or other cybersecurity incidents, with increased
costs and other consequences, including those described above. Privacy and information security laws and regulation changes,
and compliance with those changes, may also result in cost increases due to system changes and the development of new
administrative processes and may divert management' s attention. Any failure to comply with such laws and regulations by us,
our service providers, through the use of artificial intelligence or machine learning or otherwise could result in fines, sanctions
or other penalties, which could materially and adversely affect our operatmg results as well as have a negatrve 1mpact on our
reputatron and performanee We may otr| 7 g

perfefmaﬂee—m—fttt&re—peﬂeds—\%may—be the target of htlgatlon We may be the target of securities htlgatlon in the future

particularly if the value of shares of our common stock fluctuates significantly. We could also generally be subject to litigation,
including derivative actions by our stockholders or in connection with shareholder activism. In addition, our investment
activities subject us to litigation relating to the bankruptcy process and the normal risks of becoming involved in litigation by
third parties. This risk is somewhat greater where we exercise control or significant influence over a portfolio company’ s
direction. Any litigation could result in substantial costs and divert management’ s attention and resources from our business and
cause a material adverse effect on our business, financial condition and results of operations.




