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You should carefully consider the risks described below, together with all of the other information included in this Annual
Report, before you decide whether to make 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 adverse events or conditions described below occurs, 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 could decline, or the value of our preferred stock, debt securities, and warrants, if any are outstanding, may decline, and
you may lose all or part of your investment. The risk factors described below are the principal risk factors associated with an
investment in our securities as well as those factors generally associated with an investment company with investment
objectives, investment policies, capital structure or trading markets similar to ours. Our $ 156. 2 million of 6. 375 % convertible
notes due 2025 are referred to as the “2025 Notes ” or the “ Convertible Notes 7. Our § $+2-mithienof6-375% unseetured

6 lotes 400. 0 million of 3. 706 % unsecured notes due 2026 are
referred to as the “2026 Notes ”. Our $ 3()() 0 rn1lhon 0f3 364 % unsecured notes due 2026 are referred to as the “ 3. 364 %
2026 Notes ”. Our $ 300. 0 million of 3. 437 % unsecured notes due 2028 are referred to as the ““ 3. 437 % 2028 Notes ”, and
collectively with the-6—375-%2624-Netes;the 2026 Notes, and the 3. 364 % 2026 Notes are the *“ Public Notes . Any corporate
notes issued pursuant to our medium term notes program with InspereX LLC are referred to as “ Prospect Capital InterNotes ®
”. The Convertible Notes, Public Notes, and Prospect Capital InterNotes ® are collectively referred to as the *“ Unsecured Notes
”. The summary below provides an overview of many of the risks we face that are described in this section. Additional risks,
beyond those summarized below or discussed in this section, may also materially and adversely impact our business, financial
conditions and results of operation. Consistent with the foregoing, the risks we face include, but are not limited to, the
following: Risks Relating to Our Business * We are subject to risks related to corporate social responsibility. ¢ Inflation can
adversely impact our cost of capital and the value of our portfolio investments. ¢ Capital markets may experience periods of
disruption and instability, and we cannot predict when these conditions occur. Such market conditions 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. * Global economic, political and market conditions, including uncertainty about the financial or
political stability of the Umted States could have a srgnrfrcant adverse effect on our business, financial condition and results of
operations. * Fh H H H e-anatn g attona ave-a-a AT-GErVerSe
1mpaet—eﬂ—us—aﬂd—eu%peft—fehe—eﬁmpaﬁtes—'—Events outsrde of our control 1nclud1ng public health crises, may have a negatrve
impact on our portfolio companies and our business and operations. * Legislative or other actions relating to taxes could have a
negative effect on us. * Rising-Changes in interest rates may adversely affect the value of our portfolio investments which could

have an adverse effect on our busrness fmancral cond1t10n and results of operatlons . The—d-tseeﬁttmaatteﬁ—e-f—]:l—B@R?aﬁd-t-he
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-1ssued—by—us—‘—Volat1hty in the global frnancral rnarkets could have a mater1al adverse effect on our busrness financial condition
and results of operations. * Our financial condition and results of operations will depend on our ability to manage our future
growth effectively. « We fund a portion of our investments with borrowed money, which magnifies the potential for gain or loss
on amounts invested and may increase the risk of investing in us. « We need to raise additional capital to grow because we must
distribute most of our income. ¢ Our business model depends upon the development and maintenance of strong referral
relationships with other asset managers and investment banking firms. Risks Relating to Our Operation as a Business
Development Company ¢ If we do not invest a sufficient portion of our assets in qualifying assets, we could fail to qualify as a
BDC or be precluded from investing according to our current business strategy. * If we fail to qualify as a RIC, we will have to
pay corporate- level taxes on our income, and our income available for distribution would be reduced. « We may have difficulty
paying our required distributions if we recognize income before or without receiving cash representing such income. *
Regulations governing our operation as a BDC affect our ability to raise, and the way in which we raise, additional capital.
These constraints may hinder our Investment Adviser’ s ability to take advantage of attractive investment opportunities and to
achieve our investment objective. * Securitization of our assets subjects us to various risks. « Our ability to invest in public
companies may be limited in certain circumstances. Risks Relating to Our Investments « We may not realize gains or income
from our investments. « Most of our portfolio investments are recorded at fair value as determined in good faith under the
direction of our Board of Directors and, as a result, there is uncertainty as to the value of our portfolio investments. ¢ Price
declines and illiquidity in the corporate debt markets have adversely affected, and may in the future adversely affect, the fair
value of our portfolio investments, reducing our net asset value through increased net unrealized depreciation. « Our investments
in prospective portfolio companies may be risky and we could lose all or part of our investment. * The lack of liquidity in our
investments may adversely affect our business. * Economic recessions or downturns could impair our portfolio companies and
harm our operating results. ¢ Investments in equity securities, many of which are illiquid with no readily available market,
involve a substantial degree of risk.  Our portfolio contains a limited number of portfolio companies, some of which comprise a
substantial percentage of our portfolio, which subjects us to a greater risk of significant loss if any of these companies defaults
on its obligations under any of its debt securities. « Our investments in CLOs may be riskier and less transparent to us and our
stockholders than direct investments in the underlying companies. ¢ Investments in covenant- lite loans may expose us to
different and increased risks. Risks Relating to Our Securities * Our credit ratings may not reflect all risks of an investment in



our debt securities. * Senior securities, including debt and preferred equity, expose us to additional risks, including the typical
risks associated with leverage and could adversely affect our business, financial condition and results of operations. « We have
entered into dealer manager agreements and underwriting agreements pursuant to which we intend to sell shares of preferred
stock, the terms of which could result in significant dilution to existing common stockholders. * Holders of any preferred stock
we might issue would have the right to elect members of the beard-Board of direetors-Directors and class voting rights on
certain matters. « The trading market or market value of our publicly traded preferred stock may fluctuate. ¢ In addition to
regulatory restrictions that restrict our ability to raise capital, our credit facility contains various covenants which, if not
complied with, could accelerate repayment under the facility, thereby materially and adversely affecting our liquidity, financial
condition and results of operations. « Failure to refinance our existing Unsecured Notes could have a material adverse effect on
our results of operations and financial position. * The trading market or market value of our publicly issued debt securities may
fluctuate. « Our shares of common stock currently trade at a discount from net asset value and may continue to do so in the
future, which could limit our ability to raise additional equity capital. « Investing in our securities may involve a high degree of
risk and is highly speculative. ¢ 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. General Risk Factors « We may experience
fluctuations in our quarterly results. Our business faces increasing public scrutiny related to environmental, social and
governance (“ ESG ”) activities. We risk damage to our brand and reputation if we fail to act responsibly in a number of areas,
such as environmental stewardship, corporate governance anet, transparency and eensidering— consideration of 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, our portfolio companies and the
value of your investment in our business. Inflation risk is the risk that the value of assets or income from investments will be
worth less in the future as inflation decreases the value of money. Recently, inflation levels have been at their highest point in
nearly 40 years and the Federal Reserve has eentintwed-ts-been engaged in a campaign to raise certain benchmark interest rates
in an effort to combat inflation. As-If inflation increases, the real value of our common stock and distributions therefore may
decline. In addition, during any periods of rising inflation, the interest rates of debt securities we issue would likely increase,
which would tend to further reduce returns to common stockholder; likewise, as interest rates increase, the value of our debt
investments would decrease, though this effect can be less pronounced for floating rate instruments. This could also lead to
decreased asset coverage for our outstanding debt and preferred stock. Inflation rates may change frequently and significantly as
a result of various factors, including unexpected shifts in the domestic or global economy and changes in economic policies, and
our investments may not keep pace with inflation, which may result in losses to our stockholders. This risk is greater for fixed-
income instruments with longer maturities. From time to time, capital markets may experience periods of disruption and
1nstab1hty, which may be evidenced by a lack of liquidity in debt capital markets, write- offs in the financial services sector, the

re- pricing of credit risk ane-, the failure of certain majer-financial institutions , —While-the-extreme-volatility-and-disraption-that
B—S—and-globalmarketsexperieneed-for— or worsening amrextended-petiod-of time-beginning112007-and-2008-had-unti-the
feeeﬁt—eefeﬁaﬂﬂis—&ee%%—)-etﬁk&eakgeﬂeﬂ-y—— general economlc condition subsﬂed—tmeeﬁamfy—a-nd—peﬂeds—ef

SFOV . Equity capital may be difficult to raise during such
perlods of adverse or Volatlle market condltlons because subject to some limited exceptions, as a BDC, we are generally not able
to issue additional shares of our common stock at a price less than net asset value without general approval by our stockholders,
which we currently have until June 3-10 , 2024-2025 , and approval of the specific issuance by our Board of Directors. In
addition, our ability to incur indebtedness or issue preferred stock is limited by applicable regulations such that our asset
coverage, as defined in the 1940 Act, must equal at least 150 % immediately after each time we incur indebtedness or issue
preferred stock. The debt capital that may be available, if at all, may be at a higher cost and on less favorable terms and
conditions in the future. Any inability to raise capital could have a negative effect on our business, financial condition and
results of operations. Market conditions may in the future make it difficult to extend the maturity of or refinance our existing
indebtedness, including the final maturity of our revolving credit facility in September-June 26272029 , and any failure to do so
could have a material adverse effect on our business. The re- appearance of market conditions similar to those experienced
during portions of 2020 and from 2007 through 2009 for any substantial length of time or worsened market conditions, including
as a result of U. S. government shutdowns or the perceived creditworthiness or stability of the United States, could make it
difficult to extend the maturity of, or refinance, our existing indebtedness, or obtain new indebtedness with similar terms and
any failure to do so could have a material adverse effect on our business. The debt capital that will be available to us in the
future, if at all, may be at a higher cost and on less favorable terms and conditions than what we currently experience. Further, if
we are unable to raise or refinance debt, then our equity investors may not benefit from the potential for increased returns on
equity resulting from leverage and we may be limited in our ability to make new commitments or to fund existing commitments
to our portfolio companies. The illiquidity of our investments may make it difficult for us to sell such investments, if required.
As aresult, we may realize significantly less than the value at which we have recorded our investments if forced to liquidate
quickly. Given the extreme volatility and dislocation that the capital markets have historically experienced, many BDCs have
faced, and may in the future face, a challenging environment in which to raise capital. We may in the future have difficulty
accessing debt and equity capital, and a severe disruption in the global financial markets or deterioration in credit and financing
conditions could have a material adverse effect on our business, financial condition and results of operations. In addition,
significant changes in the capital markets, including extreme volatility and disruption, have had, and may in the future have, a
negative effect on the valuations of our investments and on the potential for liquidity events involving our investments. An
inability to raise capital, and any required sale of our investments for liquidity purposes, could have a material adverse impact on
our business, financial condition or results of operations. The Investment Adviser does not know how long uncertainty and




volatility in the financial markets will continue to be-affeeted-by-these-events-and cannot predict the effects of these-or-simiar
events in the future on the United States economy and securities markets or on our investments. The Investment Adviser
monitors developments and seeks to manage our investments in a manner consistent with achieving our investment objective,
but there can be no assurance that it will be successful in doing so; and the Investment Adviser may not timely anticipate or
manage existing, new or additional risks, contingencies or developments, including regulatory developments in the current or
future market environment. We record certain of our assets at fair value, as determined in good faith by our Board of Directors in
accordance with our valuation policy. As a result, volatility in the capital markets may have a material adverse effect on our
investment valuations and our net asset value, even if we plan to hold investments to maturity. The U. S. and global capital
markets are subject to systemic risk that could adversely affect our business, financial condition and results of operations.
Issuers, national and regional banks, financial institutions and other participants in the U. S. and global capital markets are
closely interrelated as a result of credit, trading, clearing, technology and other relationships. A significant adverse development
(such as a bank run, insolvency, bankruptcy or default) with one or more national or regional banks, financial institutions or
other participants in the financial or capital markets may spread to others and lead to significant concentrated or market- wide
problems (such as defaults, liquidity problems, impairment charges, additional bank runs and / or losses) for other participants
in these markets. Future developments, including actions taken by the U. S. Department of Treasury, FDIC, Federal Reserve
Board, and systemic risk in the U. S. and global banking sectors and broader economies in general, are difficult to assess and
quantify, and the form and magnitude of such developments or other actions of the U. S. Department of Treasury, FDIC and
Federal Reserve Board may remain unknown for significant periods of time and could have an adverse effect on the Company.
For example, in response to the rapidly declining financial condition of regional banks Silicon Valley Bank (“ SVB ”) and
Signature Bank (*“ Signature ), the California Department of Financial Protection and Innovation (the “ CDFPI ) and the New
York State Department of Financial Services (the “ NYSDFS ”) closed SVB and Signature on March 10, 2023 and March 12,
2023, respectively, and the Federal Deposit Insurance Corporation (“ FDIC ) was appointed as receiver for SVB and Signature.
Similarly, on May 1, 2023 the FDIC announced that the CDFPI had closed First Republic Bank, the FDIC had seized its assets
and JP Morgan Chase had agreed to purchase First Republic’ s assets at auction. Although the U. S. Department of the Treasury,
the Federal Reserve and the FDIC have taken measures to stabilize the financial system, uncertainty and liquidity concerns in
the broader financial services industry remain. Additionally, should there be additional systemic pressure on the financial system
and capital markets, we cannot assure you of the response of any government or regulator, and any response may not be as
favorable to industry participants as the measures currently being pursued. In addition, highly publicized issues related to the U.
S. and global capital markets in the past have led to significant and widespread investor concerns over the integrity of the capital
markets. The current situation related to SVB and Signature could in the future lead to further rules and regulations for public
companies, banks, financial institutions and other participants in the U. S. and global capital markets, and complying with the
requirements of any such rules or regulations may be burdensome. Even if not adopted, evaluating and responding to any such
proposed rules or regulations could results in increased costs and require significant attention from our Investment Adviser.
Concerns over the United States’ debt ceiling and budget- deficit have driven Bewngrades-downgrades by rating agencies
to the U. S. government” s credit rating . Downgrades by rating agencies to the U. S. government’ s credit rating or concerns
about its credit and deficit levels in general could cause interest rates and borrowing costs to rise, which may negatively impact
both the perception of credit risk associated with our debt portfolio and our ability to access the debt markets on favorable terms.
In addition, a decreased U. S. government credit rating , any default by the U. S. government on its obligations, or any
prolonged U. S. government shutdown, could create broader financial turmoil and uncertainty, which may weigh heavily on
our financial performance and the value of our common stock. Deterioration in the economic conditions in the Eurozone and
globally, including instability in financial markets, may pose a risk to our business. In recent years, financial markets have been
affected at times by a number of global macroeconomic and political events, including the following: large sovereign debts and
fiscal deficits of several countries in Europe and in emerglng markets Jur1sd1ct10ns levels of non - performmg loans on the
balance sheets of European banks, the poten y ; ng-the he ffect of the Un1ted

d1srupt10ns have affected and may in the future affect, consumer conﬁdence levels and spendlng, personal bankruptcy rates,
levels of incurrence and default on consumer debt and home prices, among other factors. We cannot assure you that market
disruptions in Europe, including the increased cost of funding for certain governments and financial institutions, will not impact
the global economy, and we cannot assure you that assistance packages will be available, or if available, be sufficient to
stabilize countries and markets in Europe or elsewhere affected by a financial crisis. To the extent uncertainty regarding any
economic recovery in Europe negatively impacts consumer confidence and consumer credit factors, our business, financial
condition and results of operations could be significantly and adversely affected. The Chinese capital markets have also
experienced periods of instability over the past several years. The current political climate has also intensified concerns about a
potential trade war between the U. S. and China in connection with each country’ s recent or proposed tariffs on the other
country’ s products. These market and economic disruptions and the potential trade war with China have affected, and may in
the future affect, the U. S. capital markets, which could adversely affect our business, financial condition or results of
operations. The current global financial market situation, as well as various social and political circumstances in the U. S. and
around the world (including wars and other forms of conflict, terrorist acts, security operations and catastrophic events such as
fires, floods, earthquakes, tornadoes, hurricanes and global health epidemics and pandemics), may contribute to increased
market volatility and economic uncertainties or deterioration in the U. S. and worldwide, which could adversely affect our
business, financial condition or results of operations. For example, in response to the conflict between Russia and Ukraine,



the U. S. and the-other COVAD-—19pandemie-irmany-countrics adversely-impaeted-have imposed sanctions or other

restrictive actions against Russia. In addition, the recent outbreak of hostilities in the Middle East and escalating
tensions in the region may create volatility and disruption of global eommeretat-aetivity;-and-eontributed-to-signifieant
wolatithty—in-finanetal-markets. The occurrence of events similar to those in recent years, such as localized wars, instability, new
and ongoing pandemics {saeh-as-COVHB-—9)-, epidemics or outbreaks of infectious diseases in certain parts of the world, natural
/ environmental disasters, terrorist attacks in the U. S. and around the world, social and political discord, debt crises, sovereign
debt downgrades 1ncrea%1ngly strained relatlonq between the U. S. and a number of forelgn countries, new and continued
pohtlcal unrest in various countries ftta § vHJ-, continued

changes in the balance of political power among and within the branches of the U. S. government, and government shutdowns,
among others, may have a material adverse impact on the ability of our portfolio companies to fulfill their end customers’ orders
due to supply chain delays, limited access to key commodities or technologies or other events that impact their manufacturers or
their suppliers. Such events have affected, and may in the future affect, the global and U. S. capital markets, and our business,
financial condition or results of operations. Additionally, the U. S. government’ s credit and deficit concerns ythe-European
severeigirdebterisis-, and the potential trade war with China could cause further volatility in interest rates, which may
negatlvely 1mpact our and our portfoho companle% ablhty to access the debt markets on favorable terms —As—a—fesa-l-t—ef—Rusaﬁ—

-faﬂd-mg—eest—efhmﬁ—eﬁfaeeess—te—th&e&pﬁai—mafkefs— The rules deahng W1th U S. federal income taxatlon are constantly under

review by persons involved in the legislative process and by the IRS and the U. S. Treasury Department. For example, the Tax
Cuts and Jobs Act made substantial changes to the Code. Among those changes were a significant permanent reduction in the
generally applicable corporate tax rate, changes in the taxation of individuals and other non- corporate taxpayers that generally
but not universally reduce their taxes on a temporary basis subject to ““ sunset ” provisions, the elimination or modification of
various previously allowed deductions (including substantial limitations on the deductibility of interest and, in the case of
individuals, the deduction for personal state and local taxes), certain additional limitations on the deduction of net operating
losses, certain preferential rates of taxation on certain dividends and certain business income derived by non- corporate taxpayers
in comparison to other ordinary income recognized by such taxpayers, and significant changes to the international tax rules.
Changeq to the U. S. federal tax laws and interpretations thereof could adversely affect an 1nve§tment in our common stock.

ﬂoanng rates, %uch as -I:eﬂdeﬂ—l-ﬂtefbaﬂi&@ffer—l%&t&%]:H?rGR—)—EURlBOR Secured Overnlght Financing Rate (“ SOFR ),

the Federal Funds Rate or the Prime Rate. General interest rate fluctuations may have a substantial negative impact on our
investments, the value of our common stock and our rate of return on invested capital. An increase in interest rates generally will
increase the cost of borrowing for the companies in which we invest and may make them less profitable, which generally would
decrease the value of our investments in them. In addition, although we generally expect to invest a limited percentage of our
assets in instruments with a fixed interest rate, including subordinated loans, senior and junior secured and unsecured debt
securities and loans in high yield bonds, an increase in interest rates could decrease the value of those fixed rate investments.
Rising interest rates may also increase the cost of debt for our underlying portfolio companies, which could adversely impact
their financial performance and ability to meet ongoing obligations to the Company. Also, an increase in interest rates available
to investors could make investment in our common stock less attractive if we are not able to increase our dividend rate, which
could reduce the value of our common stock. Because we have borrowed money, and continue to issue preferred stock to
finance investments, our net investment income depends, in part, upon the difference between the rate at which we borrow funds
or pay dividends on preferred stock and the rate that our investments yield. As a result, we can offer no assurance that a
significant change in market interest rates will not have a material adverse effect on our net investment income. In periods of
ristrg-high interest rates, our cost of funds would increase except to the extent we have issued fixed rate debt or preferred stock,
which could reduce our net investment income. You should also be aware that a change in the general level of interest rates can
be expected to lead to a change in the interest rate we receive on many of our debt investments. Accordingly, a change in the
interest rate could make it easier for us to meet or exceed the performance threshold and may result in a substantial increase in
the amount of Incentive Fees payable to our Investment Adviser-Adviser with respect to the portion of the incentive fee based
on income. nterestrates-The senior secured loans underlying the CLOs in which we invest typically have risen-overthe



hteh-among-other-things;p 3 he interest rates based-otr. A rising interest rate
environment may 1ncrease loan defaults, resulting in losses for the CLOs in which we invest. In addition, increasing
interest rates may lead to higher prepayment rates, as corporate borrowers look to avoid escalating interest payments or
refinance floating rate loans. Further, a general rise in interest rates will increase the financing costs of the CLOs.
However, since many of the senior secured loans within CLOs have SOEFR floors, if SOFR is below the average SOFR
floor, there may not be corresponding increases in investment income resulting in smaller distributions to equity
investors in these CLOs. Central banks such as the Federal Reserve Bank have been increasing interest rates, though this
trend has tempered recently as the rate of inflation slows. As of the date hereof, certain legacy CLOs eontraets-eurrently
basedonr EIBOR-and a-safe-harborfronttability for-senior secured loans have already transitioned to utilizing SOFR- based
interest rates as-a-, but not all CLO debt securities have transitioned to such replacement for-rate. The ongoing risks
associated with transitioning from LIBOR to term —Gweﬂ—fhe—m-hefeﬁt—dfffe&ﬂees—beﬁveeﬁ—lr}BeR—aﬂd—S()F R sor &ny— an
et-her—dltundm e benchmark rate that-may be dlfficult esta

6 HH ] i or predict ﬂaeﬁdjﬁsfa-lﬁe—l-ﬂtefesﬁ%a—te—ﬁ:l-B@-R)ﬁet— To
hc extent lhdl the &ny—fep-}aeemeﬂ-t—mlu ullluud or senior SLLLllLd loans held by a CLO differs from that-the rate utilized for-a



in calculating interest on the debt securities issued by the CLO thathelds-, there is a basis risk between those—- the toans
two rates (e. g., SOFR or another benchmark rate or the 1- month term SOFR rate and the 3- month term SOFR rate).
This means the CLO weutd-could experience an interest rate mismatch between its assets and liabilities , which could have an
adverse impact on the cash flows distributed to CLO equity investors as well as our net investment income and portfolio
returns until such mismatch is corrected or minimized, if at all, which would be expected to occur when both the
underlying senior secured loans and the CLO securities utilize the same benchmark index rate. At this time, it is not
possible to predict the full effects of the phasing out of LIBOR on U. S. senior secured loans, on CLO debt securities, and
on the underlying assets of the specific CLOs in which we intend to invest. Benchmark Rate Mismatch . Many underlying
corporate borrowers can elect to pay interest based on 1- month term SOFR, 3- month term SOFR and / or other term SOFR
or benchmark rates in respect of the loans held by CLOs in which we are invested, in each case plus an applicable spread,
whereas CLOs generally pay interest to holders of the CLO’ s debt tranches based on 3- month term SOFR plus a spread. The 3-
month term SOFR eurrently-rate may fluctuate in exeeeds—- excess of the-other potential term +—month-SOFR or other
benchmark rates , which may result in many underlying corporate borrowers electing to pay interest based on +—menth-a
shorter or different, but in any event, lower term SOFR or other benchmark rate . This mismatch in the rate at which CLOs
earn interest and the rate at which they pay interest on their debt tranches negatively impacts the cash flows on a CLO’ s equity
tranche, which may in turn adversely affect our cash flows and results of operations. Unless spreads are adjusted to account for
such increases, these negative impacts may worsen as the dmount by which the 3- month term rate exceeds such other chosen
term SOFR exeeeds—or t-he—other benchmark Aot he-sentor-see ans-tndertyin S8

aﬁd-resu-l-ts—e—ﬁeper&t—mﬂs— Volanhty in the global financial markets Could hdve an adV erse eﬂect on the economic recovery in
the United States and could result from a number of causes, including a relapse in the Eurozone crisis, geopolitical
developments in Eastern Europe and the Middle East , turbulence in the Chinese stock markets and global commodity markets
or otherwise. In 2010, a financial crisis emerged in Europe, triggered by high budget deficits and rising direct and contingent
sovereign debt in Greece, Ireland, Italy, Portugal and Spain, which created concerns about the ability of these nations to continue
to service their sovereign debt obligations. While the financial stability of many of such countries has improved significantly,
risks resulting from any future debt crisis in Europe or any similar crisis could have a detrimental impact on the global economic
recovery, sovereign and non- sovereign debt in these countries and the financial condition of European financial institutions.
Market and economic disruptions have affected, and may in the future affect, consumer confidence levels and spending, personal
bankruptcy rates, levels of incurrence of and default on consumer debt and home prices, among other factors. We cannot assure
you that market disruptions in Europe, including the increased cost of funding for certain governments and financial institutions,
will not impact the global economy, and we cannot assure you that assistance packages will be available or, if available, be
sufficient to stabilize countries and markets in Europe or elsewhere affected by a financial crisis. To the extent uncertainty
regarding any economic recovery in Europe negatively impacts consumer confidence and consumer credit factors, our business,
financial condition and results of operations could be significantly and adversely affected. In the second quarter of 2015, stock
prices in China experienced a significant drop, resulting primarily from continued sell- off of shares trading in Chinese markets.
In addition, in August 2015, Chinese authorities sharply devalued China’ s currency. Since then, the Chinese capital markets
have continued to experience periods of instability. The current political climate has also intensified concerns about a potential
trade war between the United States and China. These market and economic disruptions and the potential trade war with China
have affected, and may in the future affect, the U. S. capital markets, which could adversely affect our business, financial

condition or results of operatlons Pﬂ-rsu&ﬂt—te—The EU a-n—and agreemen-t—set&ﬂg—eut—the—teiﬁs—eﬁ—whie%rthe United ngdom

U-mted—lémgdem—aﬂd-t-he—EU—have-eﬁtered—rﬂte—a—Trade and (ooperatlon Agreement (t-he— :PGA—UK / EU Trade Agreement )
was implemented ;-which-eame-inte-fulforee-on May 1, 2021 and set out the-feundation-of-the economic and legal framework

for trade between the United Kingdom and the EU after the United Kingdom' s 2020 withdrawal from the EU . As the FcA
UK /EU Trade Agreement is still a fairly new legal framework, #s-the continuing implementation of the UK/ EU Trade
Agreement may result in uncertainty in its application and periods of volatility in both the United Kingdom and wider European

markets. Mereover-Furthermore , white-the-there is the possibility that either TECAregulates-anumberofimportantareas;
s&g&rﬂe&&t—p&ﬁs—party e-f—may impose tarlffs on trade in the future in the event that regulatory standards between the EU




U-nrted—St&te%elel—laf&ﬂd-et-heﬁ theablllty ofourportfollo e tes-and-volatiity-ingleba
Higuidity-andlowereeonomte-growth-for-companies tha tentfreanthy et

fegtmes—z%ny—f&ﬁhefe*ﬁshffem—t-he—EU—eﬁour respectwe strategle Hs—w e itions
market-distuptiorrglobally-and to receive attractive returns m&eduee—new—legal—aﬁd-fegtﬁatefyhuﬂeeﬁamﬁes— The occurrence

of global events similar to those in recent years, such as the aftermath-ofthe-Russia- Ukraine war and more recently the
Israel- Hamas war, instability in [raq, mstabtityin-Afghanistan, Pakistan, Egypt, Libya, Syria ;Rasste; BHeratne-, North Korea
and the Middle East, instabiitynew and ongoing pandemics {saehas-COVHD-—9)-, epidemics or outbreaks of infectious
diseases in certain parts of the world, natural / environmental disasters in certain parts of the world, terrorist attacks in the U. S.
and around the world, trade or tariff arrangements, social and political discord, debt crises (such as the Greek crisis), sovereign
debt downgrades, increasingly strained relations between the United States and a number of foreign countries including
traditional allies, such as certain European countries, and historical adversaries, such as North Korea, Iran, China and Russia,
and the 1nternat10nal commumty generally, new and continued political unrest 1n various countries, weh as Venezuela and Spain
; v , continued changes in the
balance of political power among and within the branches of the U.S. government and government qhutdown% among others,
may result in market volatility, may have long- term effects on the United States and worldwide financial markets, and may
cause further economic uncertainties in the United States and worldwide. Periods of volatility still remain, and risks to a robust
resumption of growth persist. Federal Reserve policy, including with respect to certain interest rates, may adversely affect the
value, volatility and liquidity of dividend and interest paying securities. Market volatility, dramatic changes to interest rates and
/ or a return to unfavorable economic conditions may lower the Company’ s performance or impair the Company’ s ability to
achieve its investment objective . The occurrence of any of these above events could have a significant adverse impact on the
value and risk profile of our portfolio. We do not know how long the securities markets may be affected by similar events and
cannot predict the effects of similar events in the future on the U. S. economy and securities markets. Non- investment grade
and equity securities tend to be more volatile than investment- grade fixed income securities; therefore, these events and other
market disruptions may have a greater impact on the prices and volatility of non- investment grade and equity securities than on
investment- grade fixed income securities. There can be no assurances that similar events and other market disruptions will not
have other material and adverse implications. Economic sanction laws in the United States and other jurisdictions may prohibit
us and our affiliates from transacting with certain countries, individuals and companies. Economic sanction laws in the United
States and other jurisdictions may prohibit us or our affiliates from transacting with certain countries, individuals and
companies. In the United States, the U. S. Department of the Treasury’ s Office of Foreign Assets Control administers and
enforces laws, executive orders and regulations establishing U. S. economic and trade sanctions, which prohibit, among other
things, transactions with, and the provision of services to, certain non- U. S. countries, territories, entities and individuals. These
types of sanctions may significantly restrict or completely prohibit investment activities in certain jurisdictions, and if we, our
portfolio companies or other issuers in which we invest were to violate any such laws or regulations, we may face significant
legal and monetary penalties. The U. S. Foreign Corrupt Practices Act, or FCPA, and other anti- corruption laws and
regulations, as well as anti- boycott regulations, may also apply to and restrict our activities, our portfolio companies and other
issuers of our investments. If an issuer or we were to violate any such laws or regulations, such issuer or we may face significant
legal and monetary penalties. The U. S. government has indicated that it is particularly focused on FCPA enforcement, which
may increase the risk that an issuer or us becomes the subject of such actual or threatened enforcement. In addition, certain
commentators have suggested that private investment firms and the funds that they manage may face increased scrutiny and / or
liability with respect to the activities of their underlying portfolio companies. As such, a violation of the FCPA or other
applicable regulations by us or an issuer of our portfolio investments could have a material adverse effect on us. We are
committed to complying with the FCPA and other anti- corruption laws and regulations, as well as anti- boycott regulations, to
which we are subject. As a result, we may be adversely affected because of our unwillingness to enter into transactions that
violate any such laws or regulations. Prospect Capital Management has been registered as an investment adviser since March 31,
2004, and we have been organized as a closed- end investment company since April 13, 2004. Our ability to achieve our
investment objective depends on our ability to grow, which depends, in turn, on the Investment Adviser’ s ability to continue to
identify, analyze, invest in and monitor companies that meet our investment criteria. Accomplishing this result on a cost-
effective basis is largely a function of the Investment Adviser’ s structuring of investments, its ability to provide competent,
attentive and efficient services to us and our access to financing on acceptable terms. As we continue to grow, Prospect Capital




Management will need to continue to hire, train, supervise and manage new employees. Failure to manage our future growth
effectively could have a materially adverse effect on our business, financial condition and results of operations. We are
dependent upon Prospect Capital Management’ s key management personnel for our future success. We depend on the
diligence, skill and network of business contacts of the senior management of the Investment Adviser. We also depend, to a
significant extent, on the Investment Adviser’ s access to the investment professionals and the information and deal flow
generated by these investment professionals in the course of their investment and portfolio management activities. The senior
management team of the Investment Adviser evaluates, negotiates, structures, closes, monitors and services our investments.
Our success depends to a significant extent on the continued service of the senior management team, particularly John F. Barry
III and M. Grier Eliasek. The departure of any of the senior management team could have a materially adverse effect on our
ability to achieve our investment objective. In addition, we can offer no assurance that Prospect Capital Management will remain
the Investment Adviser or that we will continue to have access to its investment professionals or its information and deal flow.
We operate in a highly competitive market for investment opportunities. A number of entities compete with us to make the types
of investments that we make in middle- market companies. We compete with other BDCs, public and private funds, commercial
and investment banks, commercial financing companies, insurance companies, hedge funds, and, to the extent they provide an
alternative form of financing, private equity funds. Many of our competitors are substantially larger and have considerably
greater financial, technical and marketing resources than we do. Some competitors may have a lower cost of funds and access to
funding sources that are not available to us. In addition, some of our competitors may have higher risk tolerances or different
risk assessments, which could allow them to consider a wider variety of investments and establish more relationships than us.
Furthermore, many of our competitors are not subject to the regulatory restrictions that the 1940 Act imposes on us as a BDC
and that the Code imposes on us as a RIC. We cannot assure you that the competitive pressures we face will not have a material
adverse effect on our business, financial condition and results of operations. Also, as a result of this competition, we may not be
able to pursue attractive investment opportunities from time to time. We do not seek to compete primarily based on the interest
rates we offer and we believe that some of our competitors may make loans with interest rates that are comparable to or lower
than the rates we offer. Rather, we compete with our competitors based on our existing investment platform, seasoned
investment professionals, experience and focus on middle- market companies, disciplined investment philosophy, extensive
industry focus and flexible transaction structuring. We may lose investment opportunities if we do not match our competitors’
pricing, terms and structure. If we match our competitors’ pricing, terms and structure, we may experience decreased net
interest income and increased risk of credit loss. As a result of operating in such a competitive environment, we may make
investments that are on less favorable terms than what we may have originally anticipated, which may impact our return on
these investments. Borrowings and other types of financing, also known as leverage, magnify the potential for gain or loss on
amounts invested and, therefore, increase the risks associated with investing in our securities. Our lenders have fixed dollar
claims on our assets that are superior to the claims of our common stockholders or any preferred stockholders. If the value of
our assets increases, then leveraging would cause the net asset value to increase more sharply than it would have had we not
leveraged. Conversely, if the value of our assets decreases, leveraging would cause net asset value to decline more sharply than
it otherwise would have had we not leveraged. Similarly, any increase in our income in excess of consolidated interest payable
on the borrowed funds would cause our net income to increase more than it would without the leverage, while any decrease in
our income would cause net income to decline more sharply than it would have had we not borrowed. Such a decline could
negatively affect our ability to make common stock dividend payments. Leverage is generally considered a speculative
investment technique. We need additional capital to fund growth in our investments. A reduction in the availability of new
capital could limit our ability to grow. We must distribute at least 90 % of our ordinary income and realized net short- term
capital gains in excess of realized net long- term capital losses, if any, to our stockholders to maintain our status as a RIC for U.
S. federal income tax purposes. As a result, such earnings are not available to fund investment originations. We have sought
additional capital by borrowing from financial institutions and may issue debt securities or additional equity securities. If we fail
to obtain funds from such sources or from other sources to fund our investments, we could be limited in our ability to grow,
which may have an adverse effect on the value of our common stock. In addition, as a BDC, we generally may not borrow
money or issue debt securities or issue preferred stock unless immediately thereafter our ratio of total assets to total borrowings
and other senior securities is at least 150 %. This may restrict our ability to obtain additional leverage in certain circumstances.
Our most recent NAV was calculated on June 30, 2023-2024 and our NAV when calculated effective September 30, 2623-2024
and thereafter may be higher or lower. Our NAV per common share is $ 9-8 . 24-74 as of June 30, 2623-2024 . NAV per
common share as of September 30, 2023-2024 may be higher or lower than $ 9-8 . 24-74 based on potential changes in
valuations, issuances of securities, repurchases of securities, dividends paid and earnings for the quarter then ended. Our Board
of Directors has not yet determined the fair value of portfolio investments at any date subsequent to June 30, 2623-2024 . Our
Board of Directors determines the fair value of our portfolio investments on a quarterly basis in connection with the preparation
of quarterly financial statements and based on input from independent valuation firms, the Investment Adviser, the
Administrator and the Audit Committee of our Board of Directors. We are substantially dependent on our informal relationships,
which we use to help identify and gain access to investment opportunities. If we fail to maintain our relationships with key
firms, or if we fail to establish strong referral relationships with other firms or other sources of investment opportunities, we will
not be able to grow our portfolio of equity investments and achieve our investment objective. In addition, persons with whom we
have informal relationships are not obligated to inform us of investment opportunities, and therefore such relationships may not
lead to the origination of equity or other investments. Any loss or diminishment of such relationships could effectively reduce
our ability to identify attractive portfolio companies that meet our investment criteria, either for direct equity investments or for
investments through private secondary market transactions or other secondary transactions. The Investment Adviser’ s liability
is limited under the Investment Advisory Agreement, and we are required to indemnify the Investment Adviser against certain



liabilities, which may lead the Investment Adviser to act in a riskier manner on our behalf than it would when acting for its own
account. The Investment Adviser has not assumed any responsibility to us other than to render the services described in the
Investment Advisory Agreement, and it will not be responsible for any action of our Board of Directors in declining to follow
the Investment Adviser’ s advice or recommendations. Pursuant to the Investment Advisory Agreement, the Investment Adviser
and its members and their respective officers, managers, partners, agents, employees, controlling persons and members and any
other person or entity affiliated with it will not be liable to us for their acts under the Investment Advisory Agreement, absent
willful misfeasance, bad faith, gross negligence or reckless disregard in the performance of their duties. We have agreed to
indemnify, defend and protect the Investment Adviser and its members and their respective officers, managers, partners, agents,
employees, controlling persons and members and any other person or entity affiliated with it with respect to all damages,
liabilities, costs and expenses resulting from acts of the Investment Adviser not arising out of willful misfeasance, bad faith,
gross negligence or reckless disregard in the performance of their duties under the Investment Advisory Agreement. These
protections may lead the Investment Adviser to act in a riskier manner when acting on our behalf than it would when acting for
its own account. Potential conflicts of interest could impact our investment returns. Our executive officers and directors, and the
executive officers of the Investment Adviser, may serve as officers, directors or principals of entities that operate in the same or
related lines of business as we do or of investment funds managed by our affiliates. Accordingly, they may have obligations to
investors in those entities, the fulfillment of which might not be in our best interests or those of our stockholders. Nevertheless, it
is possible that new investment opportunities that meet our investment objective may come to the attention of one of these
entities in connection with another investment advisory client or program, and, if so, such opportunity might not be offered, or
otherwise made available, to us. However, as an investment adviser, Prospect Capital Management has a fiduciary obligation to
act in the best interests of its clients, including us. To that end, if Prospect Capital Management or its affiliates manage any
additional investment vehicles or client accounts in the future, Prospect Capital Management will endeavor to allocate
investment opportunities in a fair and equitable manner over time so as not to discriminate unfairly against any client. If Prospect
Capital Management chooses to establish another investment fund in the future, when the investment professionals of Prospect
Capital Management identify an investment, they will have to choose which investment fund should make the investment. In the
course of our investing activities, under the Investment Advisory Agreement we pay base management and incentive fees to
Prospect Capital Management and reimburse Prospect Capital Management for certain expenses it incurs. As a result of the
Investment Advisory Agreement, there may be times when the senior management team of Prospect Capital Management has
interests that differ from those of our stockholders, giving rise to a conflict. The Investment Adviser receives a quarterly income
incentive fee based, in part, on our pre- incentive fee net investment income, if any, for the immediately preceding calendar
quarter. This income incentive fee is subject to a fixed quarterly hurdle rate before providing an income incentive fee return to
Prospect Capital Management. This fixed hurdle rate was determined when then current interest rates were relatively low on a
historical basis. Thus, as interest rates rise, it could become easier for our investment income to exceed the hurdle rate and, as a
result, more likely that Prospect Capital Management will receive an income incentive fee than if interest rates on our
investments remained constant or decreased. Subject to the receipt of any requisite stockholder approval under the 1940 Act, our
Board of Directors may adjust the hurdle rate by amending the Investment Advisory Agreement. The income incentive fee
payable by us is computed and paid on income that may include interest that has been accrued but not yet received in cash. If a
portfolio company defaults on a loan that has a deferred interest feature, it is possible that interest accrued under such loan that
has previously been included in the calculation of the income incentive fee will become uncollectible. If this happens, we will
reverse the interest that was recorded but Prospect Capital Management is not required to reimburse us for any such income
incentive fee payments that were received in the past but would reduce the current period incentive fee for the effects of the
reversal, if any. If we do not have sufficient liquid assets to pay this incentive fee or distributions to stockholders on such
accrued income, we may be required to liquidate assets in order to do so. This fee structure could give rise to a conflict of
interest for Prospect Capital Management to the extent that it may encourage Prospect Capital Management to favor debt
financings that provide for deferred interest, rather than current cash payments of interest. We have entered into a royalty- free
license agreement with Prospect Capital Management. Under this agreement, Prospect Capital Management agrees to grant us a
non- exclusive license to use the name “ Prospect Capital. ” Under the license agreement, we have the right to use the “ Prospect
Capital ” name for so long as Prospect Capital Management or one of its affiliates remains our investment adviser. In addition,
we rent office space from Prospect Administration, an affiliate of Prospect Capital Management, and pay Prospect
Administration our allocable portion of overhead and other expenses incurred by Prospect Administration in performing its
obligations as Administrator under the Administration Agreement, including rent and our allocable portion of the costs of our
Chief Financial Officer and Chief Compliance Officer and their respective staffs. This may create conflicts of interest that our
Board of Directors monitors. Our incentive fee could induce Prospect Capital Management to make speculative investments.
The incentive fee payable by us to Prospect Capital Management may create an incentive for the Investment Adviser to make
investments on our behalf that are more speculative or involve more risk than would be the case in the absence of such
compensation arrangement. The way in which the incentive fee payable is determined (calculated as a percentage of the return
on invested capital) may encourage the Investment Adviser to use leverage to increase the return on our investments. Increased
use of leverage and this increased risk of replacement of that leverage at maturity would increase the likelihood of default, which
would disfavor holders of our common stock. Similarly, because the Investment Adviser will receive an incentive fee based, in
part, upon net capital gains realized on our investments, the Investment Adviser may invest more than would otherwise be
appropriate in companies whose securities are likely to yield capital gains, as compared to income producing securities. Such a
practice could result in our investing in more speculative securities than would otherwise be the case, which could result in
higher investment losses, particularly during economic downturns. The incentive fee payable by us to Prospect Capital
Management could create an incentive for the Investment Adviser to invest on our behalf in instruments, such as zero coupon



bonds, that have a deferred interest feature. Under these investments, we would accrue interest income over the life of the
investment but would not receive payments in cash on the investment until the end of the term. Our net investment income used
to calculate the income incentive fee, however, includes accrued interest. For example, accrued interest, if any, on our
investments in zero coupon bonds will be included in the calculation of our incentive fee, even though we will not receive any
cash interest payments in respect of payment on the bond until its maturity date. Thus, a portion of this incentive fee would be
based on income that we may not have yet received in cash in the event of default may never receive. We may be obligated to
pay our Investment Adviser incentive compensation even if we incur a loss. The Investment Adviser is entitled to incentive
compensation for each fiscal quarter based, in part, on our pre- incentive fee net investment income if any, for the immediately
preceding calendar quarter above a performance threshold for that quarter. Accordingly, since the performance threshold is
based on a percentage of our net asset value, decreases in our net asset value make it easier to achieve the performance
threshold. Our pre- incentive fee net investment income for incentive compensation purposes excludes realized and unrealized
capital losses or depreciation that we may incur in the fiscal quarter, even if such capital losses or depreciation result in a net
loss on our statement of operations for that quarter. Thus, we may be required to pay the Investment Adviser incentive
compensation for a fiscal quarter even if there is a decline in the value of our portfolio or we incur a net loss for that quarter. In
addition, increases in interest rates may increase the amount of incentive fees we pay to our Investment Adviser even though our
performance relative to the market has not increased. The Investment Adviser and the Administrator have the right to resign on
60 days’ notice, and we may not be able to find a suitable replacement within that time, resulting in a disruption in our
operations that could adversely affect our business, financial condition and results of operations. The Investment Adviser and
the Administrator have the right, under the Investment Advisory Agreement and the Administration Agreement, respectively, to
resign at any time upon not less than 60 days’ written notice, whether we have found a replacement or not. If the Investment
Adviser or the Administrator resigns, we may not be able to find a replacement or hire internal management or administration
with similar expertise and ability to provide the same or equivalent services on acceptable terms within 60 days, or at all. If we
are unable to do so quickly, our operations are likely to experience a disruption, our business, financial condition and results of
operations as well as our ability to pay distributions are likely to be adversely affected and the market price of our shares may
decline. In addition, the coordination of our internal management and investment activities or our internal administration
activities, as applicable, is likely to suffer if we are unable to identify and reach an agreement with a single institution or group
of executives having the expertise possessed by the Investment Adviser and its affiliates or the Administrator and its affiliates.
Even if we are able to retain comparable management or administration, whether internal or external, the integration of such
management or administration and their lack of familiarity with our investment objective may result in additional costs and time
delays that may adversely affect our business, financial condition and results of operations. Changes in the laws or regulations
governing our business or the businesses of our portfolio companies and any failure by us or our portfolio companies to comply
with these laws or regulations could negatively affect the profitability of our operations or the profitability of our portfolio
companies. We are subject to changing rules and regulations of federal and state governments, as well as the stock exchange on
which our common stock is listed. These entities, including the Public Company Accounting Oversight Board, the SEC, the
NASDAQ Global Select Market and the New York Stock Exchange LLC (“ NYSE ”), have issued a significant number of new
and increasingly complex requirements and regulations over the course of the last several years and continue to develop
additional regulations. In particular, changes in the laws or regulations or the interpretations of the laws and regulations that
govern BDCs, RICs or non- depository commercial lenders could significantly affect our operations and our cost of doing
business. We are subject to federal, state and local laws and regulations and are subject to judicial and administrative decisions
that affect our operations, including our loan originations, maximum interest rates, fees and other charges, disclosures to
portfolio companies, the terms of secured transactions, cybersecurity preparedness, collection and foreclosure procedures and
other trade practices. If these laws, regulations or decisions change, or if we expand our business into jurisdictions that have
adopted more stringent requirements than those in which we currently conduct business, we may have to incur significant
expenses in order to comply, or we might have to restrict our operations. In addition, if we do not comply with applicable laws,
regulations and decisions, we may lose licenses needed for the conduct of our business and be subject to civil fines and criminal
penalties, any of which could have a material adverse effect upon our business, financial condition and results of operations.
Foreign and domestic political risk may adversely affect our business. We are exposed to political risk to the extent that Prospect
Capital Management, on its behalf and subject to its investment guidelines, transacts in securities in the U. S. and foreign
markets. The governments in any of these jurisdictions could impose restrictions, regulations or other measures, which may
have a material adverse impact on our strategy. If we fail to maintain an effective system of internal control over financial
reporting, we may not be able to accurately report our financial results or prevent fraud. As a result, stockholders could lose
confidence in our financial and other public reporting, which would harm our business and the trading price of our common
stock. Effective internal controls over financial reporting are necessary for us to provide reliable financial reports and, together
with adequate disclosure controls and procedures, are designed to prevent fraud. Any failure to implement required new or
improved controls, or difficulties encountered in their implementation could cause us to fail to meet our reporting obligations. In
addition, any testing by us conducted in connection with Section 404 of the Sarbanes- Oxley Act of 2002, or the subsequent
testing by our independent registered public accounting firm (when undertaken, as noted below), may reveal deficiencies in our
internal controls over financial reporting that are deemed to be material weaknesses or that may require prospective or
retroactive changes to our consolidated financial statements or identify other areas for further attention or improvement. Inferior
internal controls could also cause investors and lenders to lose confidence in our reported financial information, which could
have a negative effect on the trading price of our common stock. We may experience eyber—seenrity-cybersecurity incidents
and are subject to eyber—seeunrity-cybersecurity risks. The failure in eyber—seeunrtty-cybersecurity systems, as well as the
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ability to conduct business effectively. Our business operations rely upon secure information technology systems for data
processing, storage and reporting. We are dependent on the effectiveness of the information and cybersecurity policies,
procedures and capabilities maintained by our Investment Adviser and other service providers to protect their computer and
telecommunications systems and the data that reside on or are transmitted through them. Our portfolio companies similarly are
dependent on the effectiveness of the information and cybersecurity policies that they and their service providers maintain.
Despite careful security and controls design, implementation and updating, our information technology systems could become
subject to cyber- attacks and unauthorized access, such as physical and electronic break- ins or unauthorized tampering. Cyber-
attacks include, but are not limited to, gaining unauthorized access to digital systems (e. g., through “ hacking ” or malicious
software coding) for purposes of misappropriating assets or sensitive information, corrupting data, or causing operational
disruption. Cyber- attacks may also be carried out in a manner that does not require gaining unauthorized access, such as causing
denial- of- service attacks on websites (i. e., efforts to make network services unavailable to intended users). Network, system,
application and data breaches could result in operational disruptions or information misappropriation, which could have a
material adverse effect on our business, results of operations and financial condition. Like other companies, we may experience
threats to our data and systems, including malware and computer virus attacks, unauthorized access, system failures and
disruptions. Moreover, the increased use of mobile and cloud technologies could heighten these and other operational risks as
certain aspects of the security of such technologies may be complex and unpredictable. Reliance on mobile or cloud technology
or any failure by mobile technology and cloud service providers to adequately safeguard their systems and prevent cyber- attacks
could disrupt our operations, the operations of a portfolio company or the operations of our or their service providers and result
in misappropriation, corruption or loss of personal, confidential or proprietary information or the inability to conduct ordinary
business operations. In addition, there is a risk that encryption and other protective measures may be circumvented, particularly
to the extent that new computing technologies increase the speed and computing power available. There have been a number of
recent highly publicized cases of companies reporting the unauthorized disclosure of client or customer information, as well as
cyber- attacks involving the dissemination, theft and destruction of corporate information or other assets, as a result of failure to
follow procedures by employees or contractors or as a result of actions by third parties, including actions by terrorist
organizations and hostile foreign governments. If one or more of these cyber- attacks 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. The occurrence of a
disaster, such as a cyber- attack, a natural catastrophe, an industrial accident, a terrorist attack or war, events unanticipated in our
disaster recovery systems, or a support failure from external providers, could have an adverse effect on our ability to conduct
business and on our results of operations and financial condition, particularly if those events affect our computer- based data
processing, transmission, storage, and retrieval systems or destroy data. If a significant number of our managers-management
personnel were unavailable in the event of a disaster, our ability to effectively conduct our business could be severely
compromised. €yber—seeurtty-Cybersecurity failures or breaches of the Investment Adviser any-future-sab—adviser{s)-, the
Administrator and other service providers (including, but not limited to, accountants, custodians, transfer agents and
administrators), and the issuers of securities in which we invest, have the ability to cause disruptions and impact business
operations, potentially resulting in financial losses, interference with our ability to calculate our net asset value, impediments to
trading, the inability of our stockholders to transact business, violations of applicable privacy and other laws, regulatory fines,
penalties, reputational damage, reimbursement or other compensation costs, or additional compliance costs. We and our
Investment Adviser’ s employees have been and expect to continue to be the target of fraudulent calls, emails and other forms of
activities. In addition, substantial costs may be incurred in order to prevent any cyber incidents in the future. The costs related to
cyber or other security threats or disruptions may not be fully insured or indemnified by other means. While we have established
a business continuity plan in the event of, and risk management systems to prevent, such cyber- attacks, there are inherent
limitations in such plans and systems including the possibility that certain risks have not been identified. Furthermore, we cannot
control the eyber—seenrity-cybersecurity plans and systems put in place by our service providers and issuers in which we invest.
We and our stockholders could be negatively impacted as a result. €yber—seeurity-Cybersecurity has become a top priority for
regulators around the world, and some jurisdictions have enacted laws requiring companies to notify individuals of data security
breaches involving certain types of personal data. In addition, state and federal laws and regulations related to BDC and RIC
eyber—seenrity-cybersecurity compliance continue to evolve and change. These changes may require substantial investments in
new technology, software and personnel, which could affect our profitability. These changes may also result in enhanced and
unforeseen consequences for cyber- related breaches and incidents, which may further adversely affect our profitability. If we
fail to comply with the relevant laws and regulations, we could suffer financial losses, a disruption of our business, liability to
investors, regulatory intervention or reputational damage. We are 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 dependent on our and third parties’ communications and information systems. Further, in the
ordinary course of our business we or our Investment Adviser may engage certain third party service providers to provide us
with services necessary for our business. Any failure or interruption of those systems or services, including as a result of the
termination or suspension of an agreement with any third- party service providers, could cause delays or other problems in our
business 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. There could be: * sudden electrical or telecommunications outages; ®
natural disasters such as earthquakes, tornadoes and hurricanes; ¢ disease epidemics or pandemics; * events arising from local or
larger scale political or social matters, including terrorist acts; and ¢ cyber- attacks. These events, in turn, could have a material



adverse effect on our operating results and negatively affect the market price of our common stock and our ability to pay
dividends to our stockholders. As a BDC, we may not acquire any assets other than “ qualifying assets ” unless, at the time of
and after giving effect to such acquisition, at least 70 % of our total assets are qualifying assets. We may be precluded from
investing in what we believe are attractive investments if such investments are not qualifying assets for purposes of the 1940
Act. If we do not invest a sufficient portion of our assets in qualifying assets, we could be found to be in violation of the 1940
Act provisions applicable to BDCs, which would have a material adverse effect on our business, financial condition and results
of operations. Similarly, these rules could prevent us from making follow- on investments in existing portfolio companies
(which could result in the dilution of our position) or could require us to dispose of investments at inappropriate times in order to
come into compliance with the 1940 Act. Because most of our investments will be in private companies, and therefore will be
relatively illiquid, any such dispositions could be made at disadvantageous prices and could result in substantial losses. To
maintain our qualification for U. S. federal income tax purposes as a RIC under Subchapter M of the Code and obtain RIC tax
treatment, we must meet certain source of income, annual distribution and asset diversification requirements. The source of
income requirement is satisfied if we derive at least 90 % of our annual gross income from interest, dividends, payments with
respect to certain securities loans, gains from the sale or other disposition of securities or options thereon or foreign currencies,
or other income derived with respect to our business of investing in such securities or currencies, and net income from interests
in “ qualified publicly traded partnerships, ” as defined in the Code. The annual distribution requirement for a RIC will generally
be satisfied if we distribute at least 90 % of our ordinary income and net short- term capital gains in excess of net long- term
capital losses, if any, to our stockholders on an annual basis. Because we use debt financing, we are subject to certain asset
coverage ratio requirements under the 1940 Act and financial covenants that could, under certain circumstances, restrict us from
making distributions necessary to qualify for RIC tax treatment. If we are unable to obtain cash from other sources, we may fail
to qualify for RIC tax treatment and, thus, may be subject to corporate- level income tax on all of our taxable income. To
maintain our qualification as a RIC, we must also meet certain asset diversification requirements at the end of each quarter of
our taxable year. Failure to meet these tests 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 private companies, any such dispositions could be made at
disadvantageous prices and may result in substantial losses. If we fail to qualify as a RIC for any reason or become subject to
corporate income tax, the resulting corporate taxes would substantially reduce our net assets, the amount of income available for
distribution, and the actual amount of our distributions. Such a failure could have a materially adverse effect on us and our
stockholders. For additional information regarding asset coverage ratio and RIC requirements, see “ Business — Material U. S.
Federal Income Tax Considerations ” and *“ Business — Regulation as a Business Development Company. ” For U. S. federal
income tax purposes, we include in income certain amounts that we have not yet received in cash, such as original issue discount
or payment- in- kind interest, which represents contractual interest added to the loan balance and due at the end of the loan term.
Such amounts could be significant relative to our overall investment activities. We also may be required to include in taxable
income certain other amounts that we do not receive in cash. While we focus primarily on investments that will generate a
current cash return, our investment portfolio currently includes, and we may continue to invest in, securities that do not pay
some or all of their return in periodic current cash distributions. Since in some cases we may recognize taxable income before or
without receiving cash representing such income, we may have difficulty distributing at least 90 % of our ordinary income and
realized net short- term capital gains in excess of realized net long- term capital losses, if any, as required to maintain RIC tax
treatment. Accordingly, we may have to sell some of our investments at times we would not consider advantageous, raise
additional debt or equity capital or reduce new investment originations to meet these distribution requirements. If we are not
able to obtain cash from other sources, we may fail to qualify for RIC treatment and thus become subject to corporate- level
income tax. See “ Business — Material U. S. Federal Income Tax Considerations ” and “ Business — Regulation as a Business
Development Company. ” We have incurred indebtedness under our revolving credit facility and through the issuance of the
Unsecured Notes, have issued and are continuing to issue preferred stock and, in the future, may issue additional preferred stock
or debt securities and / or borrow additional money from banks or other financial institutions, which we refer to collectively as “
senior securities, ” up to the maximum amount permitted by the 1940 Act. Under the provisions of the 1940 Act, we are
permitted, as a BDC, to incur indebtedness or issue senior securities only in amounts such that our asset coverage, as defined in
the 1940 Act, equals at least 150 % after each issuance of senior securities. If the value of our assets declines, we may be unable
to satisfy this test, which would prohibit us from paying dividends in cash or other property and could prohibit us from
qualifying as a RIC. If we cannot satisfy this test, we may be required to sell a portion of our investments or sell additional
shares of common stock at a time when such sales may be disadvantageous in order to repay a portion of our indebtedness or
otherwise increase our net assets. Sales of common stock at prices below net asset value per share dilute the interests of existing
stockholders, have the effect of reducing our net asset value per share and may reduce our market price per share. In addition,
continuous sales of common stock below net asset value may have a negative impact on total returns and could have a negative
impact on the market price of our shares of common stock. If we raise additional funds by issuing common stock or senior
securities convertible into, or exchangeable for, our common stock, then the percentage ownership of our stockholders at that
time will decrease, and you may experience dilution. As a BDC regulated under provisions of the 1940 Act, we are not generally
able to issue and sell our common stock at a price below the current net asset value per share without stockholder approval. If
our common stock trades at a discount to net asset value, this restriction could adversely affect our ability to raise capital. We
may, however, sell our common stock, or warrants, options or rights to acquire our common stock, at a price below the current
net asset value of our common stock in certain circumstances, one of which is if (i) (1) the holders of a majority of our shares
(or, if less, at least 67 % of a quorum consisting of a majority of our shares) and a similar majority of the holders of our shares
who are not affiliated persons of us approve the sale of our common stock at a price that is less than the current net asset value
(which has currently occurred and is effective through June 9-10 , 2624-2025 ), and (2) a majority of our Directors who have no



financial interest in the transaction and a majority of our independent Directors (a) determine that such sale is in our and our
stockholders’ best interests and (b) in consultation with any underwriter or underwriters of the offering, make a good faith
determination as of a time either immediately prior to the first solicitation by us or on our behalf of firm commitments to
purchase such shares, or immediately prior to the issuance of such shares, that the price at which such shares are to be sold is not
less than a price which closely approximates the market value of such shares, less any distributing commission or discount or (ii)
a majority of the number of the beneficial holders of our common stock entitled to vote at our annual meeting, without regard to
whether a majority of such shares are voted in favor of the proposal, approve the sale of our common stock at a price that is less
than the current net asset value per share. To generate cash for funding new investments, we pledged a substantial portion of our
portfolio investments under our revolving credit facility. These assets are not available to secure other sources of funding or for
securitization. Our ability to obtain additional secured or unsecured financing on attractive terms in the future is uncertain.
Alternatively, we may securitize our future loans to generate cash for funding new investments. See “ Securitization of our
assets subjects us to various risks. ” We may securitize assets to generate cash for funding new investments. We refer to the term
securitize to describe a form of leverage under which a company such as us (sometimes referred to as an “ originator ” or
sponsor ) transfers income producing assets to a single- purpose, bankruptcy- remote subsidiary (also referred to as a ““ special
purpose entity ” or “ SPE ), which is established solely for the purpose of holding such assets and entering into a structured
finance transaction. The SPE then issues notes secured by such assets. The special purpose entity may issue the notes in the
capital markets either publicly or privately to a variety of investors, including banks, non- bank financial institutions and other
investors. There may be a single class of notes or multiple classes of notes, the most senior of which carries less credit risk and
the most junior of which may carry substantially the same credit risk as the equity of the SPE. An important aspect of most debt
securitization transactions is that the sale and / or contribution of assets into the SPE be considered a true sale and / or
contribution for accounting purposes and that a reviewing court would not consolidate the SPE with the operations of the
originator in the event of the originator’ s bankruptcy based on equitable principles. Viewed as a whole, a debt securitization
seeks to lower risk to the note purchasers by isolating the assets collateralizing the securitization in an SPE that is not subject to
the credit and bankruptcy risks of the originator. As a result of this perceived reduction of risk, debt securitization transactions
frequently achieve lower overall leverage costs for originators as compared to traditional secured lending transactions. In
accordance with the above description, to securitize loans, we may create a wholly- owned subsidiary and contribute a pool of
our assets to such subsidiary. The SPE may be funded with, among other things, whole loans or interests from other pools and
such loans may or may not be rated. The SPE would then sell its notes to purchasers who we would expect to be willing to
accept a lower interest rate and the absence of any recourse against us to invest in a pool of income producing assets to which
none of our creditors would have access. We would retain all or a portion of the equity in the SPE. An inability to successfully
securitize portions of our portfolio or otherwise leverage our portfolio through secured and unsecured borrowings could limit our
ability to grow our business and fully execute our business strategy, and could decrease our earnings. However, the successful
securitization of portions of our portfolio exposes us to a risk of loss for the equity we retain in the SPE and might expose us to
greater risk on our remaining portfolio because the assets we retain may tend to be those that are riskier and more likely to
generate losses. A successful securitization may also impose financial and operating covenants that restrict our business
activities and may include limitations that could hinder our ability to finance additional loans and investments or to make the
distributions required to maintain our status as a RIC under Subchapter M of the Code. The 1940 Act may also impose
restrictions on the structure of any securitizations. Interests we hold in the SPE, if any, will be subordinated to the other interests
issued by the SPE. As such, we will only receive cash distributions on such interests if the SPE has made all cash interest and
other required payments on all other interests it has issued. In addition, our subordinated interests will likely be unsecured and
rank behind all of the secured creditors, known or unknown, of the SPE, including the holders of the senior interests it has
issued. Consequently, to the extent that the value of the SPE’ s portfolio of assets has been reduced as a result of conditions in
the credit markets, or as a result of defaults, the value of the subordinated interests we retain would be reduced. Securitization
imposes on us the same risks as borrowing except that our risk in a securitization is limited to the amount of subordinated
interests we retain, whereas in a borrowing or debt issuance by us directly we would be at risk for the entire amount of the
borrowing or debt issuance. If the SPE is not consolidated with us, our only interest will be the value of our retained
subordinated interest and the income allocated to us, which may be more or less than the cash we receive from the SPE, and
none of the SPE” s liabilities will be reflected as our liabilities. If the assets of the SPE are not consolidated with our assets and
liabilities, then our interest in the SPE may be deemed not to be a qualifying asset for purposes of determining whether 70 % of
our assets are qualifying assets and the leverage incurred by such SPE may or may not be treated as borrowings by us for
purposes of the requirement that we not issue senior securities in an amount in excess of our net assets. We may also engage in
transactions utilizing SPEs and securitization techniques where the assets sold or contributed to the SPE remain on our balance
sheet for accounting purposes. If, for example, we sell the assets to the SPE with recourse or provide a guarantee or other credit
support to the SPE, its assets will remain on our balance sheet. Consolidation would also generally result if we, in consultation
with the SEC, determine that consolidation would result in a more accurate reflection of our assets, liabilities and results of
operations. In these structures, the risks will be essentially the same as in other securitization transactions but the assets will
remain our assets for purposes of the limitations described above on investing in assets that are not qualifying assets and the
leverage incurred by the SPE will be treated as borrowings incurred by us for purposes of our limitation on the issuance of
senior securities. The Investment Adviser may have conflicts of interest with respect to potential securitizations in as much as
securitizations that are not consolidated may reduce our assets for purposes of determining its investment advisory fee although
in some circumstances the Investment Adviser may be paid certain fees for managing the assets of the SPE so as to reduce or
eliminate any potential bias against securitizations. As a BDC, we must not acquire any assets other than “ qualifying assets ”
specified in the 1940 Act unless, at the time the acquisition is made, at least 70 % of our total assets are qualifying 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 qualifying assets only if such
issuer has a market capitalization that is less than $ 250 million at the time of such investment. We seek to generate both current
income and capital appreciation. However, the securities we invest in may not appreciate and, in fact, may decline in value, and
the issuers of debt securities we invest in may default on interest and / or principal payments. Accordingly, we may not be able
to realize gains from our investments, and any gains that we do realize may not be sufficient to offset any losses we experience.
See “ Business — Our Investment Objective and Policies. ” A large percentage of our portfolio investments consist of securities
of privately held companies. Hence, market quotations are generally not readily available for determining the fair values of such
investments. The determination of fair value, and thus the amount of unrealized losses we may incur in any year, is to a degree
subjective, and the Investment Adviser has a conflict of interest in making the determination. We value these securities quarterly
at fair value as determined in good faith by our Board of Directors based on input from the Investment Adviser, our
Administrator, a third party independent valuation firm and our Audit Committee. Our Board of Directors utilizes the services of
an independent valuation firm to aid it in determining the fair value of any securities. The types of factors that may be
considered in determining the fair values of our investments include the nature and realizable value of any collateral, the
portfolio company’ s ability to make payments and its earnings, the markets in which the portfolio company does business,
comparison to publicly traded companies, discounted cash flow, current market interest rates and other relevant factors. Because
such valuations, and particularly valuations of private securities and private companies, are inherently uncertain, the valuations
may fluctuate significantly over short periods of time due to changes in current market conditions. The determinations of fair
value by our Board of Directors may differ materially from the values that would have been used if an active market and market
quotations existed for these investments. Our net asset value could be adversely affected if the determinations regarding the fair
value of our investments were materially higher than the values that we ultimately realize upon the disposal of such securities.
In addition, decreases in the market values or fair values of our investments are recorded as unrealized depreciation. Declines in
prices and liquidity in the corporate debt markets experienced during a financial crisis will result in significant net unrealized
depreciation in our portfolio. The effect of all of these factors increases the net unrealized depreciation in our portfolio and
reduces our NAV. Depending on market conditions, we could incur substantial realized losses which could have a material
adverse impact on our business, financial condition and results of operations. We have no policy regarding holding a minimum
level of liquid assets. As such, a high percentage of our portfolio generally is not liquid at any given point in time. See “ — The
lack of liquidity in our investments may adversely affect our business. ” As a BDC, we are required to carry our investments at
market value or, if no market value is ascertainable, at fair value as determined in good faith by or under the direction of our
Board of Directors. As part of the valuation process, the types of factors that we may take into account in determining the fair
value of our investments include, as relevant and among other factors: available current market data, including relevant and
applicable market trading and transaction comparables, applicable market yields and multiples, security covenants, call
protection provisions, information rights, the nature and realizable value of any collateral, the portfolio company’ s ability to
make payments, its earnings and discounted cash flows, the markets in which the portfolio company does business, comparisons
of financial ratios of peer companies that are public, merger and acquisition comparables, our principal market (as the reporting
entity) and enterprise values of our portfolio companies. Decreases in the market values or fair values of our investments are
recorded as unrealized depreciation. The effect of all of these factors on our portfolio can reduce our net asset value by
increasing net unrealized depreciation in our portfolio. Depending on market conditions, we could incur substantial realized
losses and may suffer additional unrealized losses in future periods, which could have a material adverse impact on our business,
financial condition and results of operations. Some of our portfolio companies have relatively short or no operating histories.
These companies are , and will be , subject to all of the business risks and uncertainties associated with any new business
enterprise, including the risk that these companies may not reach their objectives, and the value of our investment in them may
decline substantially or fall to zero. In addition, investment in the middle- market companies that we are targeting involves a
number of other significant risks, including: « These companies may have limited financial resources and may be unable to meet
their obligations under their securities that we hold, which may be accompanied by a deterioration in the value of their securities
or of any collateral with respect to any securities, and a reduction in the likelihood of our realizing on any guarantees we may
have obtained in connection with our investment. « They may have shorter operating histories, narrower product lines and
smaller market shares than larger businesses, which tend to render them more vulnerable to competitors’ actions and market
conditions as well as general economic downturns. * Because many of these companies are privately held companies, public
information is generally not available about these companies. As a result, we will depend on the ability of the Investment
Adviser to obtain adequate information to evaluate these companies in making investment decisions. If the Investment Adviser
is unable to uncover all material information about these companies, it may not make a fully informed investment decision, and
we may lose money on our investments. * They are more likely to depend on the management talents and efforts of a small
group of persons; therefore, the death, disability, resignation or termination of one or more of these persons could have a
materially adverse impact on our portfolio company and, in turn, on us. * They may have less predictable operating results, may
from time to time be parties to litigation, may be engaged in changing businesses with products subject to a risk of obsolescence
and may require substantial additional capital to support their operations, finance expansion or maintain their competitive
position. « They may have difficulty accessing the capital markets to meet future capital needs. « Changes in laws and
regulations, as well as their interpretations, may adversely affect their business, financial structure or prospects. * Increased
taxes, regulatory expense or the costs of changes to the way they conduct business due to the effects of climate change may
adversely affect their business, financial structure or prospects. We acquire majority interests in operating companies engaged in
a variety of industries. When we acquire interests in these companies we generally seek to apply financial leverage to them in the
form of debt. In most cases all or a portion of this debt is held by us, with the obligor being either the operating company itself,



a holding company through which we own our majority interest or both. The level of debt leverage utilized by these companies
makes them susceptible to the risks identified above. In addition, our executive officers, directors and the Investment Adviser
could, in the ordinary course of business, be named as defendants in litigation arising from proposed investments or from our
investments in the portfolio companies and may, as a result, incur significant costs and expenses in connection with such
litigation. We make investments in private companies. A portion of these investments may be subject to legal and other
restrictions on resale, transfer, pledge or other disposition or will otherwise be less liquid than publicly traded securities. The
illiquidity of our investments may make it difficult for us to sell such investments if the need arises. In addition, if we are
required to liquidate all or a portion of our portfolio quickly, we may realize significantly less than the value at which we have
previously recorded our investments. In addition, we face other restrictions on our ability to liquidate an investment in a business
entity to the extent that we or the Investment Adviser has or could be deemed to have material non- public information regarding
such business entity. Many of our portfolio companies may be susceptible to economic slowdowns or recessions and may be
unable to repay our loans during these periods. Therefore, our non- performing assets may increase, and the value of our
portfolio may decrease during these periods as we are required to record the values of our investments at fair value. Adverse
economic conditions also may decrease the value of collateral securing some of our loans and the value of our equity
investments. Economic slowdowns or recessions could lead to financial losses in our portfolio and a decrease in revenues, net
income and assets. Unfavorable economic conditions also could increase our funding costs, limit our access to the capital
markets or result in a decision by lenders not to extend credit to us. These events could prevent us from increasing investments
and harm our operating results. A portfolio company’ s failure to satisfy financial or operating covenants imposed by us or other
lenders could lead to defaults and, potentially, termination of its loans and foreclosure on its secured assets, which could trigger
cross- defaults under other agreements and jeopardize our portfolio company’ s ability to meet its obligations under the debt
securities that we hold. We may incur expenses to the extent necessary to seek recovery upon default or to negotiate new terms
with a defaulting portfolio company. In addition, if one of our portfolio companies were to go bankrupt, even though we or one
of our affiliates may have structured our interest in such portfolio company as senior debt, depending on the facts and
circumstances, including the extent to which we actually provided managerial assistance to that portfolio company, a
bankruptcy court might re- characterize our debt holding as equity and subordinate all or a portion of our claim to claims of
other creditors. Reeentlyeentral-Central banks such as the Federal Reserve Bank have been increasing interest rates taramreffort
to-stow-, though this trend has tempered recently as the rate of inflation slows . There is a risk that increased interest rates
may cause the economy to enter a recession. We may purchase common and other equity securities. Although common stock
has historically generated higher average total returns than fixed income securities over the long- term, common stock has
significantly more volatility in those returns and may significantly underperform relative to fixed income securities. The equity
securities we acquire may fail to appreciate and may decline in value or become worthless and our ability to recover our
investment will depend on our portfolio company”’ s success. Investments in equity securities involve a number of significant
risks, including: * Any equity investment we make in a portfolio company could be subject to further dilution as a result of the
issuance of additional equity interests and to serious risks as a junior security that will be subordinate to all indebtedness
(including trade creditors) or senior securities in the event that the issuer is unable to meet its obligations or becomes subject to a
bankruptcy process. ¢ To the extent that the portfolio company requires additional capital and is unable to obtain it, we may not
recover our investment. ¢ In some cases, equity securities in which we invest will not pay current dividends, and our ability to
realize a return on our investment, as well as to recover our investment, will be dependent on the success of the portfolio
company. Even if the portfolio company is successful, our ability to realize the value of our investment may be dependent on
the occurrence of a liquidity event, such as a public offering or the sale of the portfolio company. It is likely to take a significant
amount of time before a liquidity event occurs or we can otherwise sell our investment. In addition, the equity securities we
receive or invest in may be subject to restrictions on resale during periods in which it could be advantageous to sell them. There
are special risks associated with investing in preferred securities, including: « Preferred securities may include provisions that
permit the issuer, at its discretion, to defer distributions for a stated period without any adverse consequences to the issuer. If we
own a preferred security that is deferring its distributions, we may be required to report income for tax purposes before we
receive such distributions. ¢ Preferred securities are subordinated to debt in terms of priority to income and liquidation payments,
and therefore will be subject to greater credit risk than debt. * Preferred securities may be substantially less liquid than many
other securities, such as common stock or U. S. government securities. * Generally, preferred security holders have no voting
rights with respect to the issuing company, subject to limited exceptions. Additionally, when we invest in first lien senior
secured loans (including unitranche loans), second lien senior secured loans or unsecured debt, we may acquire warrants or
other equity securities as well. Our goal is ultimately to dispose of such equity interests and realize gains upon our disposition of
such interests. However, the equity interests we receive may not appreciate in value and, in fact, may decline in value.
Accordingly, we may not be able to realize gains from our equity interests and any gains that we do realize on the disposition of
any equity interests may not be sufficient to offset any other losses we experience. We may invest, to the extent permitted by
law, in the equity securities of investment funds that are operating pursuant to certain exceptions to the 1940 Act and in advisers
to similar investment funds and, to the extent we so invest, will bear our ratable share of any such company’ s expenses,
including management and performance fees. We will also remain obligated to pay management and incentive fees to Prospect
Capital Management with respect to the assets invested in the securities and instruments of such companies. With respect to each
of these investments, each of our common stockholders will bear his or her share of the management and incentive fee of
Prospect Capital Management as well as indirectly bearing the management and performance fees and other expenses of any
such investment funds or advisers. 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. If one of our portfolio companies were to go bankrupt, even
though we may have structured our interest as senior debt, depending on the facts and circumstances, a bankruptcy court might



recharacterize our debt holding as an equity investment and subordinate all or a portion of our claim to that of other creditors. In
addition, lenders can be subject to lender liability claims for actions taken by them where they become too involved in the
borrower’ s business or exercise control over the borrower. For example, we could become subject to a lender’ s liability claim,
if, among other things, we actually render significant managerial assistance. Our portfolio companies may incur debt or issue
equity securities that rank equally with, or senior to, our investments in such companies. Our portfolio companies may have, or
may be permitted to incur, other debt or issue other equity securities that rank equally with or senior to our investments. By their
terms, such instruments may provide that the holders are entitled to receive payment of dividends, interest or principal on or
before the dates on which we are entitled to receive payments in respect of our investments. These debt instruments would
usually prohibit the portfolio companies from paying interest on or repaying our investments in the event and during the
continuance of a default under such debt. Also, in the event of insolvency, liquidation, dissolution, reorganization or bankruptcy
of a portfolio company, holders of securities ranking senior to our investment in that portfolio company typically are entitled to
receive payment in full before we receive any distribution in respect of our investment. After repaying such holders, the
portfolio company may not have any remaining assets to use for repaying its obligation to us. In the case of securities ranking
equally with our investments, we would have to share on an equal basis any distributions with other security holders in the event
of an insolvency, liquidation, dissolution, reorganization or bankruptcy of the relevant portfolio company. The rights we may
have with respect to the collateral securing any junior priority loans we make to our portfolio companies may also be limited
pursuant to the terms of one or more intercreditor agreements (including agreements governing “ first out ”” and “ last out
structures) that we enter into with the holders of senior debt. Under such an intercreditor agreement, at any time that senior
obligations are outstanding, we may forfeit certain rights with respect to the collateral to the holders of the senior obligations.
These rights may include the right to commence enforcement proceedings against the collateral, the right to control the conduct
of such enforcement proceedings, the right to approve amendments to collateral documents, the right to release liens on the
collateral and the right to waive past defaults under collateral documents. We may not have the ability to control or direct such
actions, even if as a result our rights as junior lenders are adversely affected. This risk is characteristic of many of the majority-
owned operating companies in our portfolio in that any debt to us from a holding company and the holding company’ s
substantial equity investments in the related operating company are subordinated to any creditors of the operating company.
When we are a debt or minority equity investor in a portfolio company, we are often not in a position to exert influence on the
entity, and other debt holders, other equity holders and / or portfolio company management may make decisions that could
decrease the value of our portfolio holdings. When we make debt or minority equity investments, we are subject to the risk that
a portfolio company may make business decisions with which we disagree and the other equity holders and management of such
company may take risks or otherwise act in ways that do not serve our interests. As a result, a portfolio company may make
decisions that could decrease the value of our investment. In addition, when we hold a subordinate debt position, other more
senior debt holders may make decisions that could decrease the value of our investment. Our portfolio companies may be highly
leveraged. Some of our portfolio companies may be highly leveraged, which may have adverse consequences to these
companies and to us as an investor. These companies may be subject to restrictive financial and operating covenants and the
leverage may impair these companies’ ability to finance their future operations and capital needs. As a result, these companies’
flexibility to respond to changing business and economic conditions and to take advantage of business opportunities may be
limited. Further, a leveraged company’ s income and net assets will tend to increase or decrease at a greater rate than if
borrowed money were not used. A consequence of the limited number of investments in our portfolio is that the aggregate
returns we realize may be significantly adversely affected if one or more of our significant portfolio company investments
perform poorly or if we need to write down the value of any one significant investment. Beyond our income tax diversification
requirements, we do not have fixed guidelines for diversification, and our portfolio could contain relatively few portfolio
companies. Our failure to make follow- on investments in our existing portfolio companies could impair the value of our
portfolio. Following an initial investment in a portfolio company, we may make additional investments in that portfolio
company as “ follow- on ” investments, in order to: (1) increase or maintain in whole or in part our equity ownership percentage;
(2) exercise warrants, options or convertible securities that were acquired in the original or subsequent financing or (3) attempt
to preserve or enhance the value of our investment. We may elect not to make follow- on investments, may be constrained in our
ability to employ available funds, or otherwise may lack sufficient funds to make those investments. We have the discretion to
make any follow- on investments, subject to the availability of capital resources. The failure to make follow- on investments
may, in some circumstances, jeopardize the continued viability of a portfolio company and our initial investment, or may result
in a missed opportunity for us to increase our participation in a successful operation. Even if we have sufficient capital to make a
desired follow- on investment, we may elect not to make a follow- on investment because we may not want to increase our
concentration of risk, because we prefer other opportunities, or because we are inhibited by compliance with BDC requirements
or the desire to maintain our tax status. We may be unable to invest the net proceeds raised from offerings and repayments from
investments on acceptable terms, which would harm our financial condition and operating results. Until we identify new
investment opportunities, we intend to either invest the net proceeds of future offerings and repayments from investments in
interest- bearing deposits or other short- term instruments or use the net proceeds from such offerings to reduce then-
outstanding obligations under our revolving credit facility. We cannot assure you that we will be able to find enough appropriate
investments that meet our investment criteria or that any investment we complete using the proceeds from an offering or
repayments will produce a sufficient return. We may have limited access to information about privately- held companies in
which we invest. We invest primarily in privately- held companies. Generally, little public information exists about these
companies, and we are required to rely on the ability of the Investment Adviser’ s investment professionals to obtain adequate
information to evaluate the potential returns from investing in these companies. These companies and their financial information
are not subject to the Sarbanes- Oxley Act of 2002 and other rules that govern public companies. If we are unable to uncover all



material information about these companies, we may not make a fully informed investment decision, and we may lose money
on our investment. We may not be able to fully realize the value of the collateral securing our debt investments. Although a
substantial amount of our debt investments are protected by holding security interests in the assets or equity interests of the
portfolio companies, we may not be able to fully realize the value of the collateral securing our investments due to one or more
of the following factors: « Our debt investments may be in the form of unsecured loans, therefore our liens on the collateral, if
any, are subordinated to those of the senior secured debt of the portfolio companies, if any. As a result, we may not be able to
control remedies with respect to the collateral. « The collateral may not be valuable enough to satisfy all of the obligations under
our secured loan, particularly after giving effect to the repayment of secured debt of the portfolio company that ranks senior to
our loan. * Bankruptcy laws may limit our ability to realize value from the collateral and may delay the realization process.
Our rights in the collateral may be adversely affected by the failure to perfect security interests in the collateral. « The need to
obtain regulatory and contractual consents could impair or impede how effectively the collateral would be liquidated and could
affect the value received. « Some or all of the collateral may be illiquid and may have no readily ascertainable market value. The
liquidity and value of the collateral could be impaired as a result of changing economic conditions, competition, and other
factors, including the availability of suitable buyers. Our investments in foreign securities may involve significant risks in
addition to the risks inherent in U. S. investments. Our investment strategy contemplates potential investments in securities of
foreign companies, including those located in emerging market countries. Investing in foreign companies may expose us to
additional risks not typically associated with investing in 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 United States, 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. Such risks are more pronounced in emerging market countries. Although
currently substantially all of our investments are, and we expect that most of our investments will be, U. S. dollar- denominated,
investments that are 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 may expose ourselves to risks if we engage in hedging
transactions. We may employ hedging techniques to minimize certain investment risks, such as fluctuations in interest and
currency exchange rates, but we can offer no assurance that such strategies will be effective. If 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 portfolio positions should increase. Moreover, 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. Furthermore, our ability to engage in hedging transactions may also be adversely affected by
rules adopted by the U. S. Commodity Futures Trading Commission, or the “ CFTC ™. The Dodd- Frank Act has made broad
changes to the OTC derivatives market, granted significant new authority to the CFTC and the SEC to regulate OTC derivatives
(swaps and security- based swaps) and participants in these markets. The Dodd- Frank Act is intended to regulate the OTC
derivatives market by requiring many derivative transactions to be cleared and traded on an exchange, expanding entity
registration requirements, imposing business conduct requirements on dealers and requiring banks to move some derivatives
trading units to a non- guaranteed affiliate separate from the deposit- taking bank or divest them altogether. The CFTC has
implemented mandatory clearing and exchange- trading of certain OTC derivatives contracts including many standardized
interest rate swaps and credit default index swaps. The CFTC continues to approve contracts for central clearing. Exchange-
trading and central clearing are expected to reduce counterparty credit risk by substituting the clearinghouse as the counterparty
to a swap and increase liquidity, but exchange- trading and central clearing do not make swap transactions risk- free. Uncleared
swaps, such as non- deliverable foreign currency forwards, are subject to certain margin requirements that mandate the posting
and collection of minimum margin amounts. This requirement may result in the portfolio and its counterparties posting higher
margin amounts for uncleared swaps than would otherwise be the case. Certain rules require centralized reporting of detailed
information about many types of cleared and uncleared swaps. Reporting of swap data may result in greater market
transparency, but may subject a portfolio to additional adrnrmstratrve burdens and the safeguards estabhshed to protect trader
anonymity may not function as expected. Under fir-a R-or-Oetob e g
the-use-of derivatives by BBEs(“-Rule 18f- 4 under the 1940 Act i)—P:s—a—resu-l-t— we are requlred to 1mp1emer1t and cornply
with the Rute4+8f—4-limits on the amount of derivatives we can enter into, eliminate the asset segregation framework we
previously used to comply with Section 18 of the 1940 Act, treat derivatives as senior securities so that a failure to comply with
the limits would result in a statutory violation and require us, if our use of derivatives is more than a limited specified exposure
amount (10 % of net assets), to establish and maintain a comprehensive derivatives risk management program and appoint a
derivatives risk manager. Future CFTC or SEC rulemakings could potentially limit or completely restrict our ability to use these
instruments as a part of our investment strategy, increase the costs of using these instruments or make them less effective.
Limits or restrictions applicable to the counterparties with which we engage in derivative transactions could also prevent us
from using these instruments or affect the pricing or other factors relating to these instruments, or may change availability of
certain investments. The success of our hedging transactions depends on our ability to correctly predict movements, currencies




and interest rates. Therefore, while we may enter into such transactions to seek to reduce currency exchange rate and interest
rate risks, unanticipated changes in currency exchange rates or interest rates may result in poorer overall investment
performance than if we had not engaged in any such hedging transactions. The degree of correlation between price movements
of the instruments used in a hedging strategy and price movements in the portfolio positions being hedged may vary. Moreover,
for a variety of reasons, we may not seek to establish a perfect correlation between such hedging instruments and the portfolio
holdings being hedged. Any such imperfect correlation may prevent us from achieving the intended hedge and expose us to risk
of loss. In addition, it may not be possible to hedge fully or perfectly against currency fluctuations affecting the value of
securities denominated in non- U. S. currencies. We have no current intention of engaging in any of the hedging transaction
described above, although we reserve the right to do so in the future. Our Board of Directors may change our operating policies
and strategies without prior notice or stockholder approval, the effects of which may be adverse to us and could impair the value
of our stockholders’ investment. Our Board of Directors has the authority to modify or waive our current operating policies and
our 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, financial condition, and value of our common stock. However, the
effects might be adverse, which could negatively impact our ability to pay dividends and cause stockholders to lose all or part of
their investment. Investments in the energy sector are subject to many risks. We have made certain investments in and relating to
the energy sector. The operations of energy companies are subject to many risks inherent in the transporting, processing, storing,
distributing, mining or marketing of natural gas, natural gas liquids, crude oil, coal, refined petroleum products or other
hydrocarbons, or in the exploring, managing or producing of such commodities, including, without limitation: damage to
pipelines, storage tanks or related equipment and surrounding properties caused by hurricanes, tornadoes, floods, fires and other
natural disasters or by acts of terrorism, inadvertent damage from construction and farm equipment, leaks of natural gas, natural
gas liquids, crude oil, refined petroleum products or other hydrocarbons, and fires and explosions. These risks could result in
substantial losses due to personal injury or loss of life, severe damage to and destruction of property and equipment and
pollution or other environmental damage, and may result in the curtailment or suspension of their related operations, any and all
of which could adversely affect our portfolio companies in the energy sector. In addition, the energy sector commodity prices
have experienced significant volatility at times, which may occur in the future, and which could negatively affect the returns on
any investment made by us in this sector. In addition, valuation of certain investments includes the probability weighting of
future events which are outside of management’ s control. The final outcome of such events could increase or decrease the fair
value of the investment in a future period. We invest in CLOs. Generally, there may be less information available to us
regarding the underlying debt investments held by CLOs than if we had invested directly in the debt of the underlying
companies. As a result, our stockholders will not know the details of the underlying securities of the CLOs in which we will
invest. Our CLO investments are subject to the risk of leverage associated with the debt issued by such CLOs and the repayment
priority of senior debt holders in such CLOs. Additionally, CLOs in which we invest are often governed by a complex series of
legal documents and contracts. As a result, the risk of dispute over interpretation or enforceability of the documentation may be
higher relative to other types of investments. For example, some documents governing the loans underlying our CLO
investments may allow for “ priming transactions, ” in connection with which majority lenders or debtors can amend loan
documents to the detriment of other lenders, amend loan documents in order to move collateral, or amend documents in order to
facilitate capital outflow to other parties / subsidiaries in a capital structure, any of which may adversely affect the rights and
security priority of the CLOs in which we are invested. The accounting and tax implications of such investments are
complicated. In particular, reported earnings from the equity tranche investments of these CLO vehicles are recorded under
GAAP based upon an effective yield calculation. Current taxable earnings on these investments, however, will generally not be
determinable until after the end of the fiscal year of each individual CLO vehicle that ends within the Company’ s fiscal year,
even though the investments are generating cash flow. In general, the tax treatment of these investments may result in higher
distributable earnings in the early years and a capital loss at maturity, while for reporting purposes the totality of cash flows are
reflected in a constant yield to maturity. Some instruments issued by CLO vehicles may not be readily marketable and may be
subject to restrictions on resale. Securities issued by CLO vehicles are generally not listed on any U. S. national securities
exchange and no active trading market may exist for the securities of CLO vehicles in which we may invest. Although a
secondary market may exist for our investments in CLO vehicles, the market for our investments in CLO vehicles may be
subject to irregular trading activity, wide bid / ask spreads and extended trade settlement periods. As a result, these types of
investments may be more difficult to value. Our investments in portfolio companies may be risky, and we could lose all or part
of our investment. Failure by a CLO vehicle in which we are invested to satisfy certain tests will harm our operating results. The
failure by a CLO investment in which we invest to satisfy financial covenants, including with respect to adequate
collateralization and / or interest coverage tests, could lead to a reduction in its payments to us. In the event that a CLO fails
certain tests, holders of debt senior to us would be entitled to additional payments that would, in turn, reduce the payments we
would otherwise be entitled to receive. Separately, we may incur expenses to the extent necessary to seek recovery upon default
or to negotiate new terms with a defaulting CLO or any other investment we may make. If any of these occur, it could
materially and adversely affect our operating results and cash flows. CLOs typically will have no significant assets other than
their underlying senior secured loans; payments on CLO investments are and will be payable solely from the cash flows from
such senior secured loans. CLOs typically will have no significant assets other than their underlying senior secured loans.
Accordingly, payments on CLO investments are and will be payable solely from the cash flows from such senior secured loans,
net of all management fees and other expenses. Payments to us as a holder of CLO junior securities are and will be made only
after payments due on the senior secured notes, and, where appropriate, the junior secured notes, have been made in full. This
means that relatively small numbers of defaults of senior secured loans may adversely impact our returns. Our CLO investments
are exposed to leveraged credit risk. Generally, we are in a subordinated position with respect to realized losses on the senior



secured loans underlying our investments in CLOs. The leveraged nature of CLOs, in particular, magnifies the adverse impact of
senior secured loan defaults. CLO investments represent a leveraged investment with respect to the underlying senior secured
loans. Therefore, changes in the market value of the CLO investments could be greater than the change in the market value of
the underlying senior secured loans, which are subject to credit, liquidity and interest rate risk. There is the potential for
interruption and deferral of cash flow from CLO investments. If certain minimum collateral value ratios and / or interest
coverage ratios are not met by a CLO, primarily due to senior secured loan defaults, then cash flow that otherwise would have
been available to pay distributions to us on our CLO investments may instead be used to redeem any senior notes or to purchase
additional senior secured loans, until the ratios again exceed the minimum required levels or any senior notes are repaid in full.
This could result in an elimination, reduction or deferral in the distribution and / or principal paid to the holders of the CLO
investments, which would adversely impact our returns. Investments in foreign securities may involve significant risks in
addition to the risks inherent in U. S. investments. Our CLO investment strategy allows investments in foreign CLOs. Investing
in foreign entities may expose us to additional risks not typically associated with investing in U. S. issuers. 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 United States, 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. Further, we, and the CLOs in which we invest,
may have difficulty enforcing creditor’ s rights in foreign jurisdictions. In addition, the underlying companies of the CLOs in
which we invest may be foreign, which may create greater exposure for us to foreign economic developments. The payment of
underlying portfolio manager fees and other charges on CLO investments could adversely impact our returns. We may invest in
CLO investments where the underlying portfolio securities may be subject to management, administration and incentive or
performance fees, in addition to those payable by us. Payment of such additional fees could adversely impact the returns we
achieve. The inability of a CLO collateral manager to reinvest the proceeds of the prepayment of senior secured loans at
equivalent rates may adversely affect us. There can be no assurance that for any CLO investment, in the event that any of the
senior secured loans of a CLO underlying such investment are prepaid, the CLO collateral manager will be able to reinvest such
proceeds in new senior secured loans with equivalent investment returns. If the CLO collateral manager cannot reinvest in new
senior secured loans with equivalent investment returns, the interest proceeds available to pay interest on the rated liabilities and
investments may be adversely affected. Our CLO investments are subject to prepayments and calls, increasing re- investment
risk. Our CLO investments and / or the underlying senior secured loans may prepay more quickly than expected, which could
have an adverse impact on our value. Prepayment rates are influenced by changes in interest rates and a variety of economic,
geographic and other factors beyond our control and consequently cannot be predicted with certainty. In addition, for a CLO
collateral manager there is often a strong incentive to refinance well performing portfolios once the senior tranches amortize.
The yield to maturity of the investments will depend on the amount and timing of payments of principal on the loans and the
price paid for the investments. Such yield may be adversely affected by a higher or lower than anticipated rate of prepayments
of the debt. Furthermore, our CLO investments generally do not contain optional call provisions, other than a call at the option
of the holders of the equity tranches for the senior notes and the junior secured notes to be paid in full after the expiration of an
initial period in the deal (referred to as the “ non- call period ™). The exercise of the call option is by the relevant percentage
(usually a majority) of the holders of the equity tranches and, therefore, where we do not hold the relevant percentage we will
not be able to control the timing of the exercise of the call option. The equity tranches also generally have a call at any time
based on certain tax event triggers. In any event, the call can only be exercised by the holders of equity tranches if they can
demonstrate (in accordance with the detailed provisions in the transaction) that the senior notes and junior secured notes will be
paid in full if the call is exercised. Early prepayments and / or the exercise of a call option otherwise than at our request may
also give rise to increased re- investment risk with respect to certain investments, as we may realize excess cash earlier than
expected. If we are unable to reinvest such cash in a new investment with an expected rate of return at least equal to that of the
investment repaid, this may reduce our net income and, consequently, could have an adverse impact on our ability to pay
dividends. We have limited control of the administration and amendment of senior secured loans owned by the CLOs in which
we invest. We are not able to directly enforce any rights and remedies in the event of a default of a senior secured loan held by a
CLO vehicle. In addition, the terms and conditions of the senior secured loans underlying our CLO investments may be
amended, modified or waived only by the agreement of the underlying lenders. Generally, any such agreement must include a
majority or a super majority (measured by outstanding loans or commitments) or, in certain circumstances, a unanimous vote of
the lenders. Consequently, the terms and conditions of the payment obligations arising from senior secured loans could be
modified, amended or waived in a manner contrary to our preferences. We have limited control of the administration and
amendment of any CLO in which we invest. The terms and conditions of target securities may be amended, modified or waived
only by the agreement of the underlying security holders. Generally, any such agreement must include a majority or a super
majority (measured by outstanding amounts) or, in certain circumstances, a unanimous vote of the security holders.
Consequently, the terms and conditions of the payment obligation arising from the CLOs in which we invest be modified,
amended or waived in a manner contrary to our preferences. Senior secured loans of CLOs may be sold and replaced resulting in
a loss to us. The senior secured loans underlying our CLO investments may be sold and replacement collateral purchased within
the parameters set out in the relevant CLO indenture between the CLO and the CLO trustee and those parameters may typically
only be amended, modified or waived by the agreement of a majority of the holders of the senior notes and / or the junior
secured notes and / or the equity tranche once the CLO has been established. If these transactions result in a net loss, the
magnitude of the loss from the perspective of the equity tranche would be increased by the leveraged nature of the investment.
Our financial results may be affected adversely if one or more of our significant equity or junior debt investments in a CLO
vehicle defaults on its payment obligations or fails to perform as we expect. We expect that a majority of our portfolio will



consist of equity and junior debt investments in CLOs, which involve a number of significant risks. CLOs are typically highly
levered up to approximately 10 times, and therefore the junior debt and equity tranches that we will invest in are subject to a
higher risk of total loss. In particular, investors in CLOs indirectly bear risks of the underlying debt investments held by such
CLOs. We will generally have the right to receive payments only from the CLOs, and will generally not have direct rights
against the underlying borrowers or the entities that sponsored the CLOs. Although it is difficult to predict whether the prices of
indices and securities underlying CLOs will rise or fall, these prices, and, therefore, the prices of the CLOs will be influenced by
the same types of political and economic events that affect issuers of securities and capital markets generally. The investments
we make in CLOs are thinly traded or have only a limited trading market. CLO investments are typically privately offered and
sold, in the primary and secondary markets. As a result, investments in CLOs may be characterized as illiquid securities. In
addition to the general risks associated with investing in debt securities, CLOs carry additional risks, including, but not limited
to: (i) the possibility that distributions from the underlying senior secured loans will not be adequate to make interest or other
payments; (ii) the quality of the underlying senior secured loans may decline in value or default; and (iii) the complex structure
of the security may not be fully understood at the time of investment and may produce disputes with the CLO or unexpected
investment results. Further, our investments in equity and junior debt tranches of CLOs are subordinate to the senior debt
tranches thereof. Investments in structured vehicles, including equity and junior debt instruments issued by CLOs, involve risks,
including credit risk and market risk. Changes in interest rates and credit quality may cause significant price fluctuations.
Additionally, changes in the underlying senior secured loans held by a CLO may cause payments on the instruments we hold to
be reduced, either temporarily or permanently. Structured investments, particularly the subordinated interests in which we
invest, are less liquid than many other types of securities and may be more volatile than the senior secured loans underlying the
CLOs in which we invest. Non- investment grade debt involves a greater risk of default and higher price volatility than
investment grade debt. The senior secured loans underlying our CLO investments typically are BB or B rated (non- investment
grade) and in limited circumstances, unrated, senior secured loans. Non- investment grade securities are predominantly
speculative with respect to the issuer’ s capacity to pay interest and repay principal when due and therefore involve a greater risk
of default and higher price volatility than investment grade debt. We will have no influence on management of underlying
investments managed by non- affiliated third party CLO collateral managers. We are not responsible for and have no influence
over the asset management of the portfolios underlying the CLO investments we hold as those portfolios are managed by non-
affiliated third party CLO collateral managers. Similarly, we are not responsible for and have no influence over the day- to- day
management, administration or any other aspect of the issuers of the individual securities. As a result, the values of the
portfolios underlying our CLO investments could decrease as a result of decisions made by third party CLO collateral managers.
The application of the risk retention rules under Section 941 of the Dodd- Frank Act to CLOs may have broader effects on the
CLO and loan markets in general, potentially resulting in fewer or less desirable investment opportunities for us. Section 941 of
the Wall Street Reform and Consumer Protection Act (“ Dodd- Frank Act ”’) added a provision to the Exchange Act, requiring
the seller, sponsor or securitizer of a securitization vehicle to retain no less than five percent of the credit risk in assets it sells
into a securitization and prohibiting such securitizer from directly or indirectly hedging or otherwise transferring the retained
credit risk. The responsible federal agencies adopted final rules implementing these restrictions on October 22, 2014. The risk
retention rules became effective with respect to CLOs two years after publication in the Federal Register. Under the final rules,
the asset manager of a CLO is considered the sponsor of a securitization vehicle and is required to retain five percent of the
credit risk in the CLO, which may be retained horizontally in the equity tranche of the CLO or vertically as a five percent
interest in each tranche of the securities issued by the CLO. Although the final rules contain an exemption from such
requirements for the asset manager of a CLO if, among other things, the originator or lead arranger of all of the loans acquired
by the CLO retain such risk at the asset level and, at origination of such asset, takes a loan tranche of at least 20 % of the
aggregate principal balance, it is possible that the originators and lead arrangers of loans in this market will not agree to assume
this risk or provide such retention at origination of the asset in a manner that would provide meaningful relief from the risk
retention requirements for CLO managers. We believe that the U. S. risk retention requirements imposed for CLO managers
under Section 941 of the Dodd- Frank Act has created some uncertainty in the market in regard to future CLO issuance. Given
that certain CLO managers may require capital provider partners to satisfy this requirement, we believe that this may create
additional risks for us in the future. On February 9, 2018, a panel of the United States Court of Appeals for the District of
Columbia Circuit ruled (the “ D. C. Circuit Ruling ) that the federal agencies exceeded their authority under the Dodd- Frank
Act in adopting the final rules as applied to asset managers of open- market CLOs. On April 5, 2018, the United States District
Court for the District of Columbia entered an order implementing the D. C. Circuit Ruling and thereby vacated the U. S. Risk
Retention Rules insofar as they apply to CLO managers of “ open market CLOs ”. As of the date of hereof, there has been no
petition for writ of certiorari filed requesting the case to be heard by the United States Supreme Court. Since there hasn’ t been a
successful challenge to the D. C. Circuit Ruling and the United States District Court for the District of Columbia has issued the
above described order implementing the D. C. Circuit Ruling, collateral managers of open market CLOs are no longer required
to comply with the U. S. Risk Retention Rules at this time. As such, it is possible that some collateral managers of open market
CLOs will decide to dispose of the notes constituting the “ eligible vertical interest ” or “ eligible horizontal interest ” they were
previously required to retain, or decide to take other action with respect to such notes that is not otherwise permitted by the U. S.
risk retention rules. As a result of this decision, certain CLO managers of * open market CLOs ” will no longer be required to
comply with the U. S. risk retention rules solely because of their roles as managers of “ open market CLOs ”, and there may be
no “ sponsor ” of such securitization transactions and no party may be required to acquire and retain an economic interest in the
credit risk of the securitized assets of such transactions. There can be no assurance or representation that any of the transactions,
structures or arrangements currently under consideration by or currently used by CLO market participants will comply with the
U. S. risk retention rules to the extent such rules are reinstated or otherwise become applicable to open market CLOs. The



ultimate impact of the U. S. risk retention rules on the loan securitization market and the leveraged loan market generally
remains uncertain, and any negative impact on secondary market liquidity for securities comprising a CLO may be experienced
due to the effects of the U. S. risk retention rules on market expectations or uncertainty, the relative appeal of other investments
not impacted by the U. S. risk retention rules and other factors. Changes in credit spreads may adversely affect our profitability
and result in realized and unrealized depreciation on our investments. The performance of our CLO equity investments will
depend, in a large part, upon the spread between the rate at which the CLO borrows funds and the rate at which it lends these
funds. Any reduction of the spread between the rate at which the CLO invests and the rate at which it borrows may adversely
affect the CLO equity investor’ s profitability. Additionally, changes in credit spreads could lead to refinancing (paying off the
existing senior secured loan with the proceeds from a new loan) or repricing (reducing the interest rate on an existing senior
secured loan) of the senior secured loans that make up a CLO’ s portfolio, which would result in a decline in the yield to the
CLO’ s equity investors and a corresponding loss on investment. Because CLO equity investors are paid the residual income
after the CLO debt tranches receive contractual interest payments, a reduction in the weighted average spread of the senior
secured loans underlying a CLO will reduce the income flowing to CLO equity investors. As a result, CLO investors will
experience realized and unrealized depreciation in periods of prolonged spread compression. If these conditions continue, the
CLO investors, such as us, may lose some or all of their investment. With respect to our online consumer lending initiative, we
are dependent on the business performance and competitiveness of marketplace lending platforms and our ability to assess loan
underwriting performance and, if the marketplace lending platforms from which we currently purchase consumer loans are
unable to maintain or increase consumer loan originations, or if such marketplace lending platforms do not continue to sell
consumer loans to us, or we are unable to otherwise purchase additional loans, our business and results of operations will be
adversely affected. With respect to our online consumer lending initiative, we invest primarily in marketplace loans through
marketplace lending platforms. We do not conduct loan origination activities ourselves. Therefore, our ability to purchase
consumer loans, and our ability to grow our portfolio of consumer loans, is directly influenced by the business performance and
competitiveness of the marketplace loan origination business of the marketplace lending platforms from which we purchase
consumer loans. In addition, our ability to analyze the risk- return profile of consumer loans is significantly dependent on the
marketplace platforms’ ability to effectively evaluate a borrower” s credit profile and likelihood of default. The platforms from
which we purchase such loans utilize credit decisioning and scoring models that assign each such loan offered a corresponding
interest rate and origination fee. Our returns are a function of the assigned interest rate for each such particular loan purchased
less any defaults over the term of the applicable loan. We evaluate the credit decisioning and scoring models implemented by
each platform on a regular basis and leverage the additional data on loan history experience, borrower behavior, economic
factors and prepayment trends that we accumulate to continually improve our own decisioning model. If we are unable to
effectively evaluate borrowers’ credit profiles or the credit decisioning and scoring models implemented by each platform, we
may incur unanticipated losses which could adversely impact our operating results. Further, if the interest rates for consumer
loans available through marketplace lending platforms are set too high or too low, it may adversely impact our ability to receive
returns on our investment that are commensurate with the risks we incur in purchasing the loans. With respect to our online
consumer lending initiative, we rely on the marketplace lending platforms to service loans including pursuing collections against
borrowers. Personal loans facilitated through the marketplace lending platforms are not secured by any collateral, are not
guaranteed or insured by any third- party and are not backed by any governmental authority in any way. Marketplace lending
platforms are therefore limited in their ability to collect on the loans if a borrower is unwilling or unable to repay. A borrower’ s
ability to repay can be negatively impacted by increases in their payment obligations to other lenders under mortgage, credit
card and other loans, including student loans and home equity lines of credit. These changes can result from increases in base
lending rates or structured increases in payment obligations and could reduce the ability of the borrowers to meet their payment
obligations to other lenders and under the loans purchased by us. If a borrower defaults on a loan, the marketplace lending
platforms may outsource subsequent servicing efforts to third- party collection agencies, which may be unsuccessful in their
efforts to collect the amount of the loan. Marketplace lending platforms make payments ratably on an investor’ s investment
only if they receive the borrower’ s payments on the corresponding loan. If they do not receive payments on the corresponding
loan related to an investment, we are not entitled to any payments under the terms of the investment. As servicers of the loans
we purchase as part of our online consumer lending initiative, the marketplace lending platforms have the authority to waive or
modify the terms of a consumer loan without our consent or allow the postponement of strict compliance with any such term or
in any manner grant any other indulgence to any borrower. If the marketplace lending platforms approve a modification to the
terms of any consumer loan it may adversely impact our revenues. To continue to grow our online consumer lending initiative
business, we rely on marketplace lending platforms from which we purchase loans to maintain or increase their consumer loan
originations and to agree to sell their consumer loans to us. However, we do not have any exclusive arrangements with any of the
marketplace lending platforms and have no agreements with them to provide us with a guaranteed source of supply. There can
be no assurance that such marketplace lending platforms will be able to maintain or increase consumer loan originations or will
continue to sell their consumer loans to us, or that we will be able to otherwise purchase additional loans and, consequently,
there can be no assurance that we will be able to grow our business through investment in additional loans. The consumer
marketplace lending platforms could elect to become investors in their own marketplace loans which would limit the amount of
supply available for our own investments. An inability to expand our business through investments in additional consumer loans
would reduce the return on investment that we might otherwise be able to realize from an increased portfolio of such
investments. If we are unable to expand our business relating to our online consumer lending initiative, this may have a material
adverse effect on our business, financial condition, results of operations and prospects. Additionally, if marketplace lending
platforms are unable to attract qualified borrowers and sufficient investor commitments or borrowers and investors do not
continue to participate in marketplace lending at current rates, the growth of loan originations will slow or loan originations will



decrease. As a result of any of these factors, we may be unable to increase our consumer loan investments and our revenue may
grow more slowly than expected or decline, which could have a material adverse effect on our business, financial condition and
results of operations. Marketplace lending platforms on which we rely as part of the online consumer lending initiative by
NPRC depend on issuing banks to originate all loans and to comply with various federal, state and other laws. Typically, the
contracts between marketplace lending platforms and their loan issuing banks are non- exclusive and do not prohibit the issuing
banks from working with other marketplace lending platforms or from offering competing services. Issuing banks could decide
that working with marketplace lending platforms is not in their interests, could make working with marketplace lending
platforms cost prohibitive or could decide to enter into exclusive or more favorable relationships with other marketplace lending
platforms that do not provide consumer loans to us. In addition, issuing banks may not perform as expected under their
agreements. Marketplace lending platforms could in the future have disagreements or disputes with their issuing banks. Any of
these factors could negatively impact or threaten our ability to obtain consumer loans and consequently could have a material
adverse effect on our business, financial condition, results of operations and prospects. Issuing banks are subject to oversight by
the FDIC and the states where they are organized and operate and must comply with complex rules and regulations, as well as
licensing and examination requirements, including requirements to maintain a certain amount of regulatory capital relative to
their outstanding loans. If issuing banks were to suspend, limit or cease their operations or the relationship between the
marketplace lending platforms and the issuing bank were to otherwise terminate, the marketplace lending platforms would need
to implement a substantially similar arrangement with another issuing bank, obtain additional state licenses or curtail their
operations. If the marketplace lending platforms are required to enter into alternative arrangements with a different issuing bank
to replace their existing arrangements, they may not be able to negotiate a comparable alternative arrangement. This may result
in their inability to facilitate loans through their platform and accordingly our inability to operate the business of our online
consumer lending initiative. If the marketplace lending platforms were unable to enter into an alternative arrangement with a
different issuing bank, they would need to obtain a state license in each state in which they operate in order to enable them to
originate loans, as well as comply with other state and federal laws, which would be costly and time- consuming and could have
a material adverse effect on our business, financial condition, results of operations and prospects. If the marketplace lending
platforms are unsuccessful in maintaining their relationships with the issuing banks, their ability to provide loan products could
be materially impaired and our operating results could suffer. Credit and other information that is received about a borrower
may be inaccurate or may not accurately reflect the borrower’ s creditworthiness, which may cause the loans to be inaccurately
priced and affect the value of our portfolio. The marketplace lending platforms obtain borrower credit information from
consumer reporting agencies, such as TransUnion, Experian or Equifax, and assign loan grades to loan requests based on credit
decisioning and scoring models that take into account reported credit scores and the requested loan amount, in addition to a
variety of other factors. A credit score or loan grade assigned to a borrower may not reflect that borrower’ s actual
creditworthiness because the credit score may be based on incomplete or inaccurate consumer reporting data, and typically, the
marketplace lending platforms do not verify the information obtained from the borrower’ s credit report. Additionally, there is a
risk that, following the date of the credit report that the models are based on, a borrower may have: * become delinquent in the
payment of an outstanding obligation; * defaulted on a pre- existing debt obligation; * taken on additional debt; or ¢ sustained
other adverse financial events. Borrowers supply a variety of information to the marketplace lending platforms based on which
the platforms price the loans. In a number of cases, marketplace lending platforms do not verify all of this information, and it
may be inaccurate or incomplete. For example, marketplace lending platforms do not always verify a borrower’ s stated tenure,
job title, home ownership status or intention for the use of loan proceeds. Moreover, we do not, and will not, have access to
financial statements of borrowers or to other detailed financial information about the borrowers. If we invest in loans through
the marketplace provided by the marketplace lending platforms based on information supplied by borrowers or third parties that
is inaccurate, misleading or incomplete, we may not receive expected returns on our investments and this could have a material
adverse impact on our business, financial condition, results of operations and prospects and our reputation may be harmed.
Marketplace lending is a relatively new lending method and the platforms of marketplace lending platforms have a limited
operating history relative to established consumer banks. Borrowers may not view or treat their obligations under any such loans
we purchase as having the same significance as loans from traditional lending sources, such as bank loans. The return on our
investment in consumer loans depends on borrowers fulfilling their payment obligations in a timely and complete manner under
the corresponding consumer loan. Borrowers may not view their obligations originated on the lending platforms that the
marketplace lending platforms provide as having the same significance as other credit obligations arising under more traditional
circumstances, such as loans from banks or other commercial financial institutions. If a borrower neglects his or her payment
obligations on a consumer loan or chooses not to repay his or her consumer loan entirely, we may not be able to recover any
portion of our investment in the consumer loans. This will adversely impact our business, financial condition, results of
operations and prospects. Risks affecting investments in real estate. NPRC invests in commercial multi- family residential and
student- housing real estate. A number of factors may prevent each of NPRC’ s properties and assets from generating sufficient
net cash flow or may adversely affect their value, or both, resulting in less cash available for distribution, or a loss, to us. These
factors include, but are not limited to: * national economic conditions; ¢ regional and local economic conditions (which may be
adversely impacted by plant closings, business layoffs, industry slow- downs, weather conditions, natural disasters, and other
factors); « local real estate conditions (such as over- supply of or insufficient demand for office space); ¢ changing
demographics; * perceptions by prospective tenants of the convenience, services, safety, and attractiveness of a property; © the
ability of property managers to provide capable management and adequate maintenance; * the quality of a property’ s
construction and design; ¢ increases in costs of maintenance, insurance, and operations (including energy costs and real estate
taxes); * changes in applicable laws or regulations (including tax laws, zoning laws, or building codes);  potential
environmental and other legal liabilities; * the level of financing used by NPRC in respect of its properties, increases in interest



rate levels on such financings and the risk that NPRC will default on such financings, each of which increases the risk of loss to
us; « the availability and cost of refinancing;  the ability to find suitable tenants for a property and to replace any departing
tenants with new tenants; * potential instability, default or bankruptcy of tenants in the properties owned by NPRC; ¢ potential
limited number of prospective buyers interested in purchasing a property that NPRC wishes to sell; and ¢ the relative illiquidity
of real estate investments in general, which may make it difficult to sell a property at an attractive price or within a reasonable
time frame. To the extent original issue discount (“ OID ) and payment in kind ( PIK ™) interest constitute a portion of our
income, we will be exposed to typical risks associated with such income being required to be included in taxable and accounting
income prior to receipt of cash representing such income. Our investments may include OID instruments and PIK interest
arrangements, which represents contractual interest added to a loan balance and due at the end of such loan’ s term. To the
extent OID or PIK interest 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: « The higher interest
rates of OID and PIK instruments reflect the payment deferral and increased credit risk associated with these instruments, and
OID and PIK instruments generally represent a significantly higher credit risk than coupon loans.  Even if the accounting
conditions for income accrual are met, the borrower could still default when our actual collection is supposed to occur at the
maturity of the obligation. « OID and PIK instruments may have unreliable valuations because their continuing accruals require
continuing judgments about the collectability of the deferred payments and the value of any associated collateral. OID and PIK
income may also create uncertainty about the source of our cash distributions. For accounting purposes, any cash distributions to
stockholders representing OID and PIK income are not treated as coming from paid- in capital, even if the cash to pay them
comes from offering proceeds. As a result, despite the fact that a distribution representing OID and PIK income could be paid
out of amounts invested by our stockholders, the 1940 Act does not require that stockholders be given notice of this fact by
reporting it as a return of capital. Capitalizing PIK interest to loan principal may inereases-- increase our gross assets, thus
increasing our Investment Adviser’ s future base management fees, and increases future investment income, thus increasing our
Investment Adviser’ s future income incentive fees at a compounding rate. Market prices of zero- coupon or PIK securities may
be affected to a greater extent by interest rate changes and may be more volatile than securities that pay interest periodically and
in cash. Although we generally expect the transaction documentation of some portion of our investments to include covenants
and other structural protections, a significant portion of our investments may be composed of so- called “ covenant- lite loans. ”
Generally, covenant- lite loans do not have certain maintenance covenants that would require the issuer to maintain debt service
or other financial ratios. Ownership of covenant- lite loans may expose us to different risks, including with respect to liquidity,
price volatility and ability to restructure loans, than is the case with loans that have financial maintenance covenants. As a
result, our exposure to losses from these loans may be increased. In addition, in the current economic environment, the market
prices of covenant- lite loans may be depressed. Our credit ratings may not reflect all risks of an investment in our debt or
preferred equity securities. Our credit ratings are an assessment by third parties of our ability to pay our obligations.
Consequently, real or anticipated changes in our credit ratings will generally affect the market value of our debt and preferred
equity securities. Our credit ratings, however, may not reflect the potential impact of risks related to market conditions generally
or other factors discussed above on the market value of or trading market for the publicly issued debt or preferred equity
securities. We use our revolving credit facility to leverage our portfolio and we expect in the future to borrow from and issue
senior debt securities to banks and other lenders and may securitize certain of our portfolio investments. We also have the
Unsecured Notes outstanding and have launched a convertible preferred share offering program, which are forms of leverage
and are senior in payment rights to our common stock. Business development companies are generally able to issue senior
securities such that their asset coverage, as defined in the 1940 Act, equals at least 200 % of gross assets less all liabilities and
indebtedness not represented by senior securities, after each issuance of senior securities. In March 2018, the Small Business
Credit Availability Act added Section 61 (a) (2) to the 1940 Act, a successor provision to Section 61 (a) (1) referenced therein,
which reduces the asset coverage requirement applicable to business development companies from 200 % to 150 % so long as
the business development company meets certain disclosure requirements and obtains certain approvals. On May 5, 2020, the
Company’ s stockholders voted to approve the application of the reduced asset coverage requirements in Section 61 (a) (2) to
the Company effective as of May 6, 2020. As a result of the stockholder approval, effective May 6, 2020, the asset coverage
ratio under the 1940 Act applicable to the Company decreased to 150 % from 200 %. In other words, under the 1940 Act, the
Company is now able to borrow §$ 2 for investment purposes for every $ 1 of investor equity, as opposed to borrowing $ 1 for
investment purposes for every $ 1 of investor equity. As a result, the Company is wiH-be-able to incur additional indebtedness ,
in-the-future-and investors in the Company may face increased investment risk. In addition, the Company’ s management fee
payable to the Investment Adviser is based on the Company’ s average adjusted gross assets, which includes leverage and, as a
result, if the Company incurs additional leverage, management fees paid to the Investment Adviser would increase. With certain
limited exceptions, as a BDC, we are only allowed to borrow amounts or otherwise issue senior securities such that our asset
coverage, as defined in the 1940 Act, is at least 150 % after such borrowing or other issuance. The amount of leverage that we
employ will depend on the Investment Adviser’ s and our Board of Directors’ assessment of market conditions and other factors
at the time of any proposed borrowing. There is no assurance that a leveraging strategy will be successful. Leverage involves
risks and special considerations for stockholders, any of which could adversely affect our business, financial condition and
results of operations, including the following: * A likelihood of greater volatility in the net asset value and market price of our
common stock; * Diminished operating flexibility as a result of asset coverage or investment portfolio composition requirements
required by lenders or investors that are more stringent than those imposed by the 1940 Act; « The possibility that investments
will have to be liquidated at less than full value or at inopportune times to comply with debt covenants or to pay interest or
dividends on the leverage; * Increased operating expenses due to the cost of leverage, including issuance and servicing costs; ¢
Convertible or exchangeable securities, such as the Convertible Notes outstanding or those issued in the future (including



certain of the Preferred Stock (as defined herein)), may have rights, preferences and privileges more favorable than those of our
common stock including, in the case of the Preferred Stock, the statutory right under the 1940 Act to vote, as a separate class, on
the election of two of our directors and approval of certain fundamental transactions in certain circumstances; * Subordination to
lenders’ superior claims on our assets as a result of which lenders will be able to receive proceeds available in the case of our
liquidation before any proceeds will be distributed to our stockholders; ¢ Difficulty meeting our payment and other obligations
under the Unsecured Notes and our other outstanding debt or preferred equity; * The occurrence of an event of default if we fail
to comply with the financial and / or other restrictive covenants contained in our debt agreements, including the credit agreement
and each indenture governing the Unsecured Notes, which event of default could result in all or some of our debt becoming
immediately due and payable; « Reduced availability of our cash flow to fund investments, acquisitions and other general
corporate purposes, and limiting our ability to obtain additional financing for these purposes; * The risk of increased sensitivity
to interest rate increases on our indebtedness with variable interest rates, including borrowings under our amended senior credit
facility; and » Reduced flexibility in planning for, or reacting to, and increasing our vulnerability to, changes in our business, the
industry in which we operate and the general economy. For example, the amount we may borrow under our revolving credit
facility is determined, in part, by the fair value of our investments. If the fair value of our investments declines, we may be
forced to sell investments at a loss to maintain compliance with our borrowing limits. Other debt facilities we may enter into in
the future may contain similar provisions. Any such forced sales would reduce our net asset value and also make it difficult for
the net asset value to recover. The Investment Adviser and our Board of Directors in their best judgment nevertheless may
determine to use leverage if they expect that the benefits to our stockholders of maintaining the leveraged position will outweigh
the risks. * In addition, our ability to meet our payment and other obligations of the Preferred Stock, the Unsecured Notes and
our credit facility depends on our ability to generate significant cash flow in the future. This, to some extent, is subject to general
economic, financial, competitive, legislative and regulatory factors as well as other factors that are beyond our control. We
cannot provide assurance that our business will generate cash flow from operations, or that future borrowings will be available
to us under our existing credit facility or otherwise, in an amount sufficient to enable us to meet our payment obligations under
the Preferred Stock, the Unsecured Notes and our other debt and to fund other liquidity needs. If we are not able to generate
sufficient cash flow to service our debt and preferred equity obligations, we may need to refinance or restructure our debt or
preferred equity, including the Unsecured Notes, sell assets, reduce or delay capital investments, or seek to raise additional
capital. If we are unable to implement one or more of these alternatives, we may not be able to meet our payment obligations
under the Preferred Stock, the Unsecured Notes and our other debt. Illustration. The following tables illustrate the effect of
leverage on returns from an investment in our common stock assuming various annual returns, net of interest expense. The
calculations in the tables below are hypothetical and actual returns may be higher or lower than those appearing below. The
below calculation assumes (i) $ 8. 4-3 billion in total assets, (ii) an average cost of funds of 5. 63-76 % (including preferred
dividend payments), (iii) $ 2. 6-5 billion in debt outstanding, (iv) $ 0. 9-8 billion in liquidation preference of the 5. 50 %
Preferred Stock outstanding, (v) $ 0. 45-13 billion in 5. 35 % Preferred Stock outstanding, (vi) $ +0 . 2-8 billion in liquidation
preference of 6. 50 % Preferred Stock outstanding, aad{vi) $ 0. 6 billion in liquidation preference of Floating Rate Preferred
outstanding and (vii) $ 3. 6-7 billion of common stockholders’ equity. Assumed Return on Our Portfolio (net of expenses) (10)
% (5) % 0 % 5 % 10 % Corresponding Return to Common Stockholder (1) (30.8-6) % (19.21) % (7. 5) % 4. 20 % 15. 85 %
The below calculation assumes (i) $ 8. 4-3 billion in total assets, (ii) an average cost of funds of 5. 29-64 % (including preferred
dividend payments), (iii) $ 2. 6-5 billion in debt outstanding, (iv) $ 0. 45-13 billion in 5. 35 % Preferred Stock outstanding, and
(v) $ 0. 6 billion in liquidation preference of Floating Rate Preferred outstanding and (vi) $ 5. 72 billion of common
stockholders’ equity. Assumed Return on Our Portfolio (net of expenses) (10) % (5) % 0 % 5 % 10 % Corresponding Return to
Common Stockholder (2) (#4719 . 2-8) % (911 .97 ) % (23 . 5) % 4.9-6 % 12. 277 % (1) Assumes no conversion of 5. 50 %
Preferred Stock and 6. 50 % Preferred Stock to common stock. (2) Assumes the conversion of $ 0. 9-8 billion in 5. 50 %
Preferred Stock and $ 4-0 . 2-8 billion in 6. 50 % Preferred Stock at a conversion rate based on the 5- day VWAP of our common
stock on June 30, 2623-2024 , which was $ 6-5 . +6-53 , and a Holder Optional Conversion Fee (as defined in the prospectus
supplement relating to the applicable offering) of 9. 00 % on Series Al Preferred Stock, Series A3 Preferred Stock, and Series
AA2 Preferred Stock of the maximum public offering price disclosed within the applicable prospectus supplements. The actual
5- day VWAP of our common stock on a Holder Conversion Exercise Date may be more or less than $ 6-5 . +6-53 , which may
result in more or less shares of common stock issued. The assumed portfolio return is required by regulation of the SEC and is
not a prediction of, and does not represent, our projected or actual performance. Actual returns may be greater or less than those
appearing in the table. Pursuant to SEC regulations, this table is calculated as of June 30, 2623-2024 . As a result, it has not been
updated to take into account any changes in assets or leverage since June 30, 2623-2024 . The Convertible Notes and the Public
Notes present other risks to holders of our common stock, including the possibility that such notes could discourage an
acquisition of us by a third party and accounting uncertainty. Certain provisions of the Convertible Notes and the Public Notes
could make it more difficult or more expensive for a third party to acquire us. Upon the occurrence of certain transactions
constituting a fundamental change, holders of the Convertible Notes and the Public Notes will have the right, at their option, to
require us to repurchase all of their notes or any portion of the principal amount of such notes in integral multiples of $ 1, 000.
We may also be required to increase the conversion rate or provide for conversion into the acquirer’ s capital stock in the event
of certain fundamental changes with respect to the Convertible Notes. These provisions could discourage an acquisition of us by
a third party. The accounting for convertible debt securities is subject to frequent scrutiny by the accounting regulatory bodies
and is subject to change. We cannot predict if or when any such change could be made and any such change could have an
adverse impact on our reported or future financial results. Any such impacts could adversely affect the market price of our
common stock. The Convertible Notes and Public Notes present other risks to holders of our preferred stock. Our obligations to
pay dividends or make distributions and, upon liquidation of the Company, liquidation payments in respect of our preferred



stock is subordinate to our obligations to make any principal and interest payments due and owing with respect to our
outstanding Convertible Notes and Public Notes. Accordingly, our Convertible Notes and Public Notes have the effect of
creating special risks for our preferred stockholders that would not be present in a capital structure that did not include such
securities. Floating rate securities, like the Floating Rate Preferred Stock, have risks that conventional fixed rate
securities do not. Because the interest rate of floating rate securities may be based upon the SOFR or term SOFR, there
will be significant risks not associated with conventional fixed rate securities. These risks include fluctuation of the
dividend rates and the possibility that you will receive a lower amount of dividends in the future as a result of such
fluctuations. We have no control over various matters that are important in determining the existence, magnitude and
longevity of these risks, including economic, financial and political events. We fund a portion of our investments with
preferred stock, which magnifies the potential for gain or loss and the risks of investing in us in the same way as our borrowings
. Additionally, the dividend rate on the Floating Rate Preferred Stock only resets in connection with the Board of
Director’ s declaration of dividends on such Preferred Stock. While the Board of Director’ s current practice is to
declare dividends on such Preferred Stock once per quarter for the subsequent three months, which presently results in
the dividend rate on the Floating Rate Preferred Stock resetting approximately every three months, the Board of
Directors may change its practice in this respect in the future. This could result in more or less frequent resets of the
Floating Rate Preferred Stock dividend rate, which would impact whether the dividend rate on such Preferred Stock, at
any given point in time, reflects market interest rates. If the dividend rate on Floating Rate Preferred Stock does not
reflect market interest rates, it could negatively impact the value of such Floating Rate Preferred Stock and investors’
ability to sell such Floating Rate Preferred Stock in any secondary market that my develop . Preferred stock, which is
another form of leverage, has the same risks to our common stockholders as borrowings because the dividends on any preferred
stock we issue must be cumulative. Payment of such dividends and repayment of the liquidation preference of such preferred
stock must take preference over any dividends or other payments to our common stockholders, and preferred stockholders 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. We have entered into dealer manager agreements and underwriting agreements pursuant to which we intend to
sell shares of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock, the terms of which could result in significant dilution to
existing common stockholders. On August 3, 2020, we entered into a Dealer Manager Agreement with Preferred Capital
Securities, LLC (“ PCS ) (the “ Original Dealer Manager Agreement ”’), amended and restated on February 25, 2021 and
further amended on June 9, 2022, October 7, 2022 and-, February 10, 2023 and December 29 , 2023 (as so amended, the
Amended and Restated Dealer Manager Agreement ), pursuant to which PCS has agreed to serve as the Company’ s agent,
principal distributor and exclusive dealer manager for the Company’ s offering of up to 72-80 , 000, 000 shares, par value $ 0.
001 per share, of preferred stock, with a $ 2, 000, 000, 000 aggregate liquidation preference ef-$25-06-pershare-. Under the
Amended and Restated Dealer Manager Agreement, the preferred stock is being issued in multiple series, including the Series
A1 Preferred Stock, the Series A3 Preferred Stock, the Series A4 Preferred Stock, the Series M1 Preferred Stock, the Series
M2 Preferred Stock and, the Series M3 Preferred Stock and the Series M4 Preferred Stock, and the Company may offer any
future series of preferred stock, provided that the aggregate number of shares issued across all series of preferred stock under the
Amended and Restated Dealer Manager Agreement shall not exceed 7280, 000, 000 shares. On October 30, 2020, and
amended on February 18, 2022 and October 7, 2022, we entered into a Dealer Manager Agreement with InspereX LLC (*
InspereX Dealer Manager Agreement ), pursuant to which InspereX LLC has agreed to serve as the Company’ s agent and
dealer manager for the Company’ s offering of up to 10, 000, 000 shares, par value $ 0. 001 per share, of 5. 50 % Series AA1
Preferred Stock, 5. 50 % Series MM1 Preferred Stock, 6. 50 % Series AA2 Preferred Stock and 6. 50 % Series MM2 Preferred
Stock with a liquidation preference of $ 25. 00 per share. The Company may offer any future series of preferred stock, provided
that the aggregate number of shares issued across all series of preferred stock offered pursuant to the InspereX Dealer Manager
Agreement shall not exceed 10, 000, 000 shares. On May 19, 2021, we entered into an Underwriting Agreement with UBS
Securities LLC, relating to the offer and sale of 187, 000 shares, par value $ 0. 001 per share, of Series A2 Preferred Stock, with
a liquidation preference of $ 25. 00 per share. At any time prior to the listing of the 5. 50 % Preferred Stock or 6. 50 % Preferred
Stock on a national securities exchange, shares of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock will be convertible, at
the option of the holder of the 5. 50 % Preferred Stock or 6. 50 % Preferred Stock (the “ Holder Optional Conversion ’). We will
settle any Holder Optional Conversion by paying or delivering, as the case may be, (A) any portion of the Settlement Amount
(as defined below) that we elect to pay in cash and (B) a number of shares of our common stock at a conversion rate equal to (1)
(a) the Settlement Amount, minus (b) any portion of the Settlement Amount that we elect to pay in cash, divided by (2) the
arithmetic average of the daily volume weighted average price of shares of our common stock over each of the five consecutive
trading days ending on the Holder Conversion Exercise Date (such arithmetic average, the “ 5- day VWAP 7). For the Series Al
Preferred Stock, the Series A3 Preferred Stock, the Series AA1 Preferred Stock, the Series AA2 Preferred Stock, and the Series
A2 Preferred Stock, ““ Settlement Amount ” means (A) $ 25. 00 per share (the “ Stated Value ), plus (B) unpaid dividends
accrued to, but not including, the Holder Conversion Exercise Date, minus (C) the applicable Holder Optional Conversion Fee
for the respective Holder Conversion Deadline. For the “ Series M Preferred Stock ), “ Settlement Amount ”” means (A) the
Stated Value, plus (B) unpaid dividends accrued to, but not including, the Holder Conversion Exercise Date, minus (C) the
applicable Series M Clawback, if any “ Series M Clawback ”, if applicable, means an amount equal to the aggregate amount of
all dividends, whether paid or accrued, on such share of Series M Stock in the three full months prior to the Holder Conversion
Exercise Date. Subject to certain limited exceptions, we will not pay any portion of the Settlement Amount in cash (other than
cash in lieu of fractional shares of our common stock) until the five year anniversary of the date on which a share of 5. 50 %
Preferred Stock or 6. 50 % Preferred Stock has been issued. Beginning on the five year anniversary of the date on which a share
of 5. 50 % Preferred Stock is issued, we may elect to settle all or a portion of any Holder Optional Conversion in cash without



limitation or restriction. The right of holders to convert a share of 5. 50 % Preferred Stock or 6. 50 % Preferred Stock will
terminate upon the listing of such share on a national securities exchange. Shares of the Floating Rate Preferred Stock do not
have an Holder Optional Conversion feature. Holders of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock may elect to
convert their shares of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock at any time by delivering a notice of conversion (the
“ Holder Conversion Notice ). A Holder Conversion Notice will be effective as of the 15th day of the month (or, if the 15th day
of the month is not a business day, then on the business day immediately preceding the 15th day) or the last business day of the
month, whichever occurs first after a Holder Conversion Notice is duly received (each such date, a “ Holder Conversion
Deadline ). Any Holder Conversion Notice received after 5: 00 p. m. Eastern time on a Holder Conversion Deadline will be
effective as of the next Holder Conversion Deadline. For all shares of 5. 50 % Preferred Stock or 6. 50 % Preferred Stock duly
submitted to us for conversion on or before a Holder Conversion Deadline, we will determine the Settlement Amount on any
business day after such Holder Conversion Deadline but before the next Holder Conversion Deadline (such date, the *“ Holder
Conversion Exercise Date ™). Within such period, we may select the Holder Conversion Exercise Date in our sole discretion. We
may, in our sole discretion, permit a holder to revoke their Holder Conversion Notice at any time prior to 5: 00 pm, Eastern time,
on the business day immediately preceding the Holder Conversion Exercise Date. Subject to certain limited exceptions allowing
earlier redemption, beginning on the earlier of the five year anniversary of the date on which a share of 5. 50 % Preferred Stock
or 6. 50 % Preferred Stock has been issued, or the two year anniversary of the date on which a share of Floating Rate
Preferred Stock has been issued or , for listed shares of 5. 50 % Preferred Stock or 6. 50 % Preferred Stock, five years from
the earliest date on which any series that has been listed was first issued and, for listed shares of Floating Rate Preferred
Stock, two years from the earliest date on which any series that has been listed was first issued (the earlier of such dates as
applicable to a series of Preferred Stock , the “ Redemption Eligibility Date ), such share of 5-56-%Preferred-Stoekor-6-—56
Y-Preferred Stock may be redeemed at any time or from time to time at our option (the “ Issuer Optional Redemption ’) upon
not less than 10 calendar days nor more than 90 calendar days written notice to the holder prior to the date fixed for redemption
thereof, at a redemption price of 100 % of the Stated Value of the shares of5-56-%Preferred-Stoekor-6—50-%Preferred-Stoek
to be redeemed plus unpaid dividends accrued to, but not including, the date fixed for redemption. Subject to certain limitations,
each share of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock will be convertible at our option, upon not less than 30
calendar days nor more than 90 calendar days written notice to the holder (the * Issuer Optional Conversion ) prior to the date
fixed for conversion thereof. We will settle any Issuer Optional Conversion by paying or delivering, as the case may be, (A) any
portion of the IOC Settlement Amount (as defined below) that we elect to pay in cash and (B) a number of shares of our
common stock at a conversion rate equal to (1) (a) the IOC Settlement Amount, minus (b) any portion of the IOC Settlement
Amount that we elect to pay in cash, divided by (2) the 5- day VWAP, subject to our ability to obtain or maintain any
stockholder approval that may be required under the 1940 Act to permit us to sell our common stock below net asset value if the
5- day VWAP represents a discount to our net asset value per share of common stock. For the 5. 50 % Preferred Stock, “ IOC
Settlement Amount ” means (A) the Stated Value, plus (B) unpaid dividends accrued to, but not including, the date fixed for
conversion. Subject to certain limited exceptions, we will not exercise an Issuer Optional Conversion with respect to a share of 5.
50 % Preferred Stock or 6. 50 % Preferred Stock until after the date set forth in the applicable prospectus supplement with
respect to the 5. 50 % Preferred Stock or 6. 50 % Preferred Stock. In connection with an Issuer Optional Conversion, we will use
commercially reasonable efforts to obtain or maintain any stockholder approval that may be required under the 1940 Act to
permit us to sell our common stock below net asset value. If we do not have or obtain any required stockholder approval under
the 1940 Act to sell our common stock below net asset value and the 5- day VWARP is at a discount to our net asset value per
share of common stock, we will settle any conversions in connection with an Issuer Optional Conversion by paying or
delivering, as the case may be, (A) any portion of the IOC Settlement Amount that we elect to pay in cash and (B) a number of
shares of our common stock at a conversion rate equal to (1) (a) the IOC Settlement Amount, minus (b) any portion of the IOC
Settlement Amount that we elect to pay in cash, divided by (2) the NAV per share of common stock at the close of business on
the business day immediately preceding the date of conversion (the" NAV- Based Conversion Rate"). We will not pay any
portion of the IOC Settlement Amount from an Issuer Optional Conversion in cash (other than cash in lieu of fractional shares of
our common stock) until the Redemption Eligibility Date. Beginning on the Redemption Eligibility Date, we may elect to settle
any Issuer Optional Conversion in cash without limitation or restriction. In the event that we exercise an Issuer Optional
Conversion with respect to any shares of 5. 50 % Preferred Stock or 6. 50 % Preferred Stock, the holder of such 5. 50 %
Preferred Stock or 6. 50 % Preferred Stock may instead elect a Holder Optional Conversion with respect to such 5. 50 %
Preferred Stock or 6. 50 % Preferred Stock provided that the date of conversion for such Holder Optional Conversion would
occur prior to the date of conversion for an Issuer Optional Conversion. Shares of the Floating Rate Preferred Stock do not
have an Issuer Optional Conversion feature. On June 12, 2020, June 11, 2021 and-, June 10, 2022 and June 9, 2023 . we
obtained stockholder approval under Section 63 of the 1940 Act to issue shares of common stock below net asset value until
June +6-9 , 2623-2024 . On June 9-10 , 2823-2024 at a special meeting of our stockholders, our stockholders again authorized us
to issue shares of our common stock below net asset value during the next 12 months until June +9-10 , 2624-2025 . We believe
that pursuant to this approval any shares of 5. 50 % Preferred Stock or 6. 50 % Preferred Stock issued prior to June 9-10 , 2624
2025 may be converted into shares of common stock pursuant to the Issuer Optional Conversion using the 5- day VWAP to
determine the conversion rate at any time, including after June 10, 2624-2025 . We believe any shares of 5. 50 % Preferred Stock
or 6. 50 % Preferred Stock issued after June 9-10 , 2624-2025 may be converted into shares of common stock pursuant to the
Issuer Optional Conversion using the 5- day VWAP to determine the conversion rate only if we have obtained stockholder
approval for the period in which such shares of 5. 50 % Preferred Stock or 6. 50 % Preferred Stock were issued (assuming the 5-
day VWAP results in a price below net asset value). The application of Section 63 of the 1940 Act with respect to the
conversion of the 5. 50 % Preferred Stock or 6. 50 % Preferred Stock under the Issuer Optional Conversion is unclear. It is



possible the SEC will assert a position that stockholder approval to issue shares of common stock below net asset value must be
obtained for the year in which the Issuer Optional Conversion is exercised, instead of the time at which the 5. 50 % Preferred
Stock or 6. 50 % Preferred Stock is issued. If the SEC asserted this position and prevailed, we would be required to obtain
stockholder approval under the 1940 Act for the years in which we exercise the Issuer Optional Conversion. Obtaining this
approval may cause us to incur additional costs and there can be no assurance such stockholder approval will be obtained. If we
cannot obtain stockholder approval required by the 1940 Act to issue shares of common stock below net asset value at the time
of an Issuer Optional Conversion, then the Issuer Optional Conversion will be effected at the NAV- Based Conversion Rate. An
investment in shares of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock involves certain additional risks, including the
risks discussed herein. For additional information on the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock, including the
risks involved in investing in the 5. 50 % Preferred Stock or 6. 50 % Preferred Stock, please refer to the applicable prospectus
supplement pursuant to which such sale is made. The price of our common stock may fluctuate significantly during the period
used to calculate any 5- day VWAP with respect to the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock, and this may make
it difficult for holders of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock to resell the 5. 50 % Preferred Stock and 6. 50
% Preferred Stock or common stock issuable upon conversion of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock when
such holder wants or at prices such holder finds attractive. The price of our common stock on the Nasdaq Global Select Market
constantly changes. We expect that the market price of our common stock will continue to fluctuate. Because the 5. 50 %
Preferred Stock and 6. 50 % Preferred Stock are convertible into our common stock based on the 5- day VWAP, volatility or
declining prices for our common stock during the period used to determine the 5- day VWAP or during the period between
when a holder delivers a Holder Conversion Notice and the related Holder Conversion Exercise Date, could have a similar effect
on the value of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock or the trading price thereof when and if the 5. 50 %
Preferred Stock and 6. 50 % Preferred Stock are ever listed. Our stock price may fluctuate as a result of a variety of factors,
many of which are beyond our control. These factors include: * quarterly variations in our investment results; * operating results
that vary from the expectations of management, securities analysts and investors; ¢ changes in expectations as to our future
financial performance; * the operating and securities price performance of other companies that investors believe are comparable
to us; * future sales of our equity or equity - related securities; * the rate at which investors purchase, sell, short sell or otherwise
transact in shares of our common stock; ¢ changes in general conditions in our industry and in the economy and the financial
markets; and ¢ departures of key personnel. In addition, in recent years, the stock market in general has experienced extreme
price and volume fluctuations. This volatility has had a significant effect on the market price of securities issued by many
companies for reasons often unrelated to their operating performance. These broad market fluctuations may adversely affect our
stock price, regardless of our operating results. With respect to the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock, the
consideration paid upon a Holder Optional Conversion and Issuer Optional Conversion is uncertain. Under the terms of the 5.
50 % Preferred Stock and 6. 50 % Preferred Stock, we or holders of shares of the 5. 50 % Preferred Stock and 6. 50 % Preferred
Stock may choose to convert shares of 5. 50 % Preferred Stock 6. 50 % Preferred Stock at a time when the market price of
common stock has dropped significantly. If we elect to settle conversions in shares of our common stock, this may cause
significant dilution to the net asset value per share of our outstanding shares of common stock, including shares of common
stock owned by holders of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock that had previously converted their 5. 50 %
Preferred Stock and 6. 50 % Preferred Stock into common stock. With respect to any conversion of the 5. 50 % Preferred Stock
and 6. 50 % Preferred Stock, we may elect, at our sole discretion and subject to certain restrictions and limitations, to pay any
portion (or no portion) of the amount owed in cash and settle the remaining portion in shares of our common stock. We will not
pay any portion of the conversion proceeds for a share of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock from a Holder
Optional Conversion in cash (other than cash in lieu of fractional shares of our common stock) until the five year anniversary of
the date on which such share of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock has been issued, unless our Board of
Directors determines, in its sole discretion, that the issuance of common stock in satisfaction of a Holder Optional Conversion
would be materially detrimental to, and not in the best interest of, existing common stockholders. Beginning on the five year
anniversary of the date on which a share of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock are issued, we may elect to
settle all or a portion of any Holder Optional Conversion in cash without limitation or restriction. The conversion rates for the
Holder Optional Conversion and, assuming we have the necessary approval under the 1940 Act, the Issuer Optional Conversion
are both based on the 5- day VWAP, which may represent a discount to the NAV per share of our common stock. If we do not
have or obtain any required stockholder approval under the 1940 Act to sell our common stock below net asset value, 5. 50 %
Preferred Stock and 6. 50 % Preferred Stock may be converted into common stock in connection with an Issuer Optional
Conversion at a conversion rate based on our NAV per share of common stock if the 5- day VWAP represents a discount to the
NAYV per share of our common stock. In this circumstance, there may be fewer shares of common stock issued upon conversion
of the shares of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock; while this would reduce dilution to existing common
stockholders, including former holders of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock who had previously converted
their holdings to common stock, it would also reduce the proportionate interest in the Company (and thus the economic benefit
to the holder of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock) for holders of 5. 50 % Preferred Stock and 6. 50 %
Preferred Stock subject to such an Issuer Optional Conversion. Conversely, a conversion rate based on the 5- day VWAP, if it
represents a discount to our net asset value per share of common stock, would result in greater dilution to existing common
stockholders (including former holders of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock who had previously converted
their holdings to common stock), and this outcome may be more likely given that the notice period for a Holder Optional
Conversion is shorter than the notice period for an Issuer Optional Conversion, so holders of 5. 50 % Preferred Stock and 6. 50
% Preferred Stock can supersede any Issuer Optional Conversion and obtain a conversion rate based on the 5- day VWAP
(assuming the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock is settled in shares of our common stock and not cash).



Unlike the 5. 50 % Preferred Stock and 6. S0 % Preferred Stock, the Floating Rate Preferred Stock do not have a Holder
Optional Conversion feature. At any time prior to the listing of the S. 50 % Preferred Stock and 6. 50 % Preferred Stock
on a national securities exchange, such shares of 5. 50 % Preferred Stock and 6. S0 % Preferred Stock will be
convertible, at the option of the holder of such 5. 50 % Preferred Stock and 6. 50 % Preferred Stock, as described herein.
The Floating Rate Preferred Stock do not have a Holder Optional Conversion feature and as such, holders of such
shares will have different, and in some respects more limited, liquidity options as compared to holders of 5. 50 %
Preferred Stock and 6. 50 % Preferred Stock should they no longer wish to hold the shares. Redemption of our Floating
Rate Preferred Stock at the Holder’ s option is limited. Shares of the Floating Rate Preferred Stock are redeemable, at
the option of the holder of such Floating Rate Preferred Stock, on a monthly basis (the “ Holder Optional Redemption
). For all shares of Floating Rate Preferred Stock duly submitted for redemption on or before a monthly Holder
Redemption Deadline (defined in the prospectus supplement dated December 29, 2023), the HOR Settlement Amount (as
defined below) is determined on any business day after such Holder Redemption Deadline but before the Holder
Redemption Deadline occurring two months thereafter (such date, the “ Holder Redemption Exercise Date ). Within
such period, we may select the Holder Redemption Exercise Date in our sole discretion. We will settle any Holder
Optional Redemption by paying the HOR Settlement Amount in cash. The aggregate amount of Holder Optional
Redemptions by the holder of Floating Rate Preferred Stock is subject to the following redemption limits: (i) no more
than 2 % of the outstanding Floating Rate Preferred Stock, in aggregate, as of the end of the most recent fiscal quarter
will be redeemed per calendar month; (ii) no more than 5 % of the outstanding Floating Rate Preferred Stock, in
aggregate, as of the end of the most recent fiscal quarter will be redeemed per fiscal quarter and (iii) no more than 20 %
of the outstanding Floating Rate Preferred Stock, in aggregate, as of the end of the most recent fiscal quarter will be
redeemed per Annual Redemption Period. An “ Annual Redemption Period ” means our then current fiscal quarter and
the three fiscal quarters immediately preceding our then current fiscal quarter. A share of Series A4 Preferred Stock is
subject to an early redemption fee if it is redeemed by its holder within five years of issuance. Redemption capacity of
the Floating Rate Preferred Stock will be allocated on a pro rata basis based on the number of shares of Floating Rate
Preferred Stock, as applicable, submitted in the event that a monthly redemption is oversubscribed, based on any of the
foregoing redemption limits. We may waive the foregoing redemption limits in our sole discretion at any time. For the
Series A4 Preferred Stock, “ HOR Settlement Amount ” means (A) the stated value, plus (B) unpaid dividends accrued
to, but not including, the Holder Redemption Exercise Date, minus (C) the Series A4 Preferred Stock Holder Optional
Redemption fee applicable on the respective Holder Redemption Deadline. For the Series M4 Preferred Stock, “ HOR
Settlement Amount ” means (A) the stated value, plus (B) unpaid dividends accrued to, but not including, the Holder
Redemption Exercise Date, but if a holder of Series M4 Preferred Stock exercises a Holder Optional Redemption within
the first twenty- four months of issuance of such Series M4 Preferred Stock, the HOR Settlement Amount payable to
such holder will be reduced by (i) during the first twelve months of issuance of such Series M4 Preferred Stock, the
aggregate amount of all dividends, whether paid or accrued, on such Series M4 Preferred Stock in the six- month period
prior to the Holder Redemption Exercise Date, and (ii) during the second twelve months of issuance of such Series M4
Preferred Stock, the aggregate amount of all dividends, whether paid or accrued, on such Series M4 Preferred Stock in
the three- month period prior to the Holder Redemption Exercise Date (such amount, the “ Series M4 Shares Clawback
). We are permitted to waive the Series M4 Shares Clawback through public announcement of the terms and duration
of such waiver. Any such waiver would apply to any holder of Preferred Stock qualifying for the waiver and exercising a
Holder Optional Redemption during the pendency of the term of such waiver. Although we have retained the right to
waive the Series M4 Shares Clawback in the manner described above, we are not required to establish any such waivers
and we may never establish any such waivers. Redemptions pursuant to an Issuer Optional Redemption will not count
toward the 2 % /S % /20 % limits above applied to Holder Optional Redemptions by holders of the Floating Rate
Preferred Stock. Optional redemptions following death of a holder will count toward the 2 % /5 % /20 % limits above
but will not be subject to such limits. Moreover, redemptions can only be submitted once per month and we have the
option to settle such redemptions up to the Holder Redemption Deadline occurring two months thereafter. Holders of
Floating Rate Preferred Stock may thus experience a significant delay in receiving redemption proceeds. There is no cap
on the number of shares of common stock that can be issued upon the conversion of shares of 5. 50 % Preferred Stock and 6. 50
% Preferred Stock. The conversion of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock into shares of common stock
could cause the price of common stock to decline significantly. There is no cap on the number of shares of common stock that
can be issued upon the conversion of shares of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock. Because the number of
shares of common stock issued upon conversion of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock will be based on the
price of shares of common stock, the lower the price of our common stock at the time of conversion, the more shares of our
common stock into which the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock are convertible and the greater the dilution
that will be experienced by holders of our common stock. Accordingly, there is no limit on the amount of dilution that may be
experienced by holders of our common stock. The issuance of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock may be
followed by a decline in the price of our common stock, creating additional dilution to the existing holders of the common stock.
Such a price decline may allow holders of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock to convert shares of 5. 50 %
Preferred Stock and 6. 50 % Preferred Stock into large amounts of the Company’ s common stock. As these shares of common
stock are issued upon conversion of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock, our common stock price may
decline further. Additionally, the issuance of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock could result in our failure
to comply with the Nasdaq Global Select Market’ s listing standards. The Nasdaq Global Select Market’ s listing standards that
may be affected by the issuance of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock include voting rights rules, bid price



requirements, listing of additional shares rules, change in control rules and the Nasdaq Global Select Market’ s discretionary
authority rules. Failure to comply with any of these rules could result in the delisting of the Company’ s common stock from the
Nasdaq Global Select Market or impact the ability to list the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock on a national
securities exchange. The potential decline in the price of our common stock described above may negatively affect the price of
our common stock and our ability to obtain financing in the future. In addition, the issuance of the 5. 50 % Preferred Stock and
6. 50 % Preferred Stock may provide incentives for holders thereof that intend to convert their shares to seek to cause a decline
in the price of our common stock (including through selling our common stock short) in order to receive an increased number of
shares of our common stock upon such conversion of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock, and may
encourage other investors to sell short or otherwise dispose of our common stock. Our charter currently authorizes us to issue
approximately +910 . 43-0 bithon-million shares of common stock, in addition to our shares of common stock currently
outstanding or reserved for issuance upon conversion of the Convertible Notes, and after reflecting the reclassification of 447
647 . 9 million shares of common stock as Preferred Stock. Although the Board of Directors can increase the amount of our
authorized common stock and reclassify unissued preferred stock as common stock without stockholder approval, if they did not
do so for any reason and our 5- day VWAP fell below approximately $ +2 . 82-49 per share of common stock (assuming we
issued all $2-90, 187, 000 shares of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock available pursuant to the respective
offerings), we would be required to settle any conversion of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock in cash (to the
extent we had cash available) or list the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock on a national securities exchange
and the value of our shares of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock would then equal their market price, which
may be less than $ 25. 00 per share. Future sales of our common stock in the public market or the issuance of securities senior to
our common stock could adversely affect the trading price of our common stock and our ability to raise funds in new stock
offerings, and may affect the value of the 5. 50 % Preferred Stock ane-, 6. 50 % Preferred Stock and Floating Rate Preferred
Stock. Future sales of substantial amounts of our common stock or equity - related securities in the public market, or the
perception that such sales could occur, could adversely affect prevailing trading prices of our common stock and could impair
our ability to raise capital through future offerings of equity or equity - related securities, and may affect the value of the 5. 50 %
Preferred Stock and, 6. 50 % Preferred Stock and Floating Rate Preferred Stock. No prediction can be made as to the effect,
if any, that future sales of shares of common stock or the availability of shares of common stock for future sale, will have on the
trading price of our common stock or the value of the 5. 50 % Preferred Stock e, 6. 50 % Preferred Stock or Floating Rate
Preferred Stock. Shares of common stock, which shares of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock may be
converted into, rank junior to the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock with respect to dividends and upon
liquidation. We may choose to convert the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock to shares of our common stock.
Holders of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock may also choose to convert their 5. 50 % Preferred Stock and 6.
50 % Preferred Stock, subject to our election to settle conversions in cash or shares of our common stock or a combination
thereof. The rights of the holders of shares of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock rank senior to the rights of the
holders of shares of our common stock as to dividends and payments upon liquidation. Unless full cumulative dividends on our
shares of 5. 50 % Preferred Stock and 6. 50 % Preferred Stock for all past dividend periods have been declared and paid (or set
apart for payment), we will not declare or pay dividends with respect to any shares of our common stock for any period. Upon
liquidation, dissolution or winding up of the Company, the holders of shares of our 5. 50 % Preferred Stock and 6. 50 %
Preferred Stock are entitled to receive the Stated Value of $ 25. 00 per share, plus an amount equal to any accumulated, accrued
and unpaid dividends at the applicable rate, after provision is made for our senior liabilities, but prior and in preference to any
distribution to the holders of shares of our common stock or any other class of our equity securities junior to any and all shares
of our preferred stock outstanding (““ Preferred Stock ). Holders of our Preferred Stock have the right to elect members of the
board-Board of direetors-Directors and class voting rights on certain matters. Holders of our Preferred Stock, voting separately
as a single class, have the right to elect two members of the beard-Board of direetors-Directors at all times and in the event
dividends become two full years in arrears, have the right to elect a majority of the directors until such arrearage is completely
eliminated. In addition, Preferred Stockholders have class voting rights on certain matters, including changes in fundamental
investment restrictions, conversion to open- end status, and plans of reorganization that adversely affect the Preferred Stock and
accordingly can veto any such changes. Restrictions imposed on the declarations and payment of dividends or other distributions
to the holders of our common stock and Preferred Stock, both by the 1940 Act and by requirements imposed by rating agencies
or the terms of our credit facilities, might impair our ability to maintain our qualification as a RIC for federal income tax
purposes. While we would intend to redeem our Preferred Stock to the extent necessary to enable us to distribute our income as
required to maintain our qualification as a RIC, there can be no assurance that such actions could be effected in time to meet the
tax requirements. The 5. 35 % Series A Fixed Rate Cumulative Perpetual Preferred Stock (the ““ 5. 35 % Preferred Stock ™) is
listed on the NYSE under the symbol “ PSEC PRA ” and has a limited trading history. Additionally, we may list the 5. 50 %
Preferred Stock , andthe-6. 50 % Preferred Stock and Floating Rate Preferred Stock on a national securities exchange upon
notice to holders of 5. 50 % Preferred Stock , and-the-6. 50 % Preferred Stock and Floating Rate Preferred Stock. We cannot
accurately predict the trading patterns of our Preferred Stock, including the effective costs of trading the stock, and a liquid
secondary market may not develop. There is also a risk that our publicly traded preferred stock may be thinly traded, and the
market for such shares may be relatively illiquid compared to the market for other types of securities, with the spread between
the bid and asked prices considerably greater than the spreads of other securities with comparable terms and features. The
trading price of any publicly traded preferred stock would depend on many factors, including: * prevailing interest rates; ¢ the
market for similar securities; ¢ general economic and financial market conditions; ¢ our issuance of debt or other preferred equity
securities; and « our financial condition, results of operations and prospects. In addition, the 5. 50 % Preferred Stock, 6. 50 %
Preferred Stock pays dividends at a fixed rate and the Floating Rate Preferred Stock pay dividends at floating rates (subject



to a minimum total dividend rate of 6. 50 % and a maximum total dividend rate of 8. 00 %) . Prices of fixed income
investments tend to vary inversely with changes in market yields. The market yields on securities comparable to the Preferred
Stock may increase, which would likely result in a decline in the value of the Preferred Stock. Additionally, if interest rates rise,
securities comparable to the Preferred Stock may pay higher dividend rates and holders of the Preferred Stock may not be able to
sell the Preferred Stock at the Stated Value or Liquidation Preference (as defined in the applicable prospectus supplement) and
reinvest the proceeds at market rates. The Company may be subject to a greater risk in this period of risintg-heightened interest
rates. There is a possibility that interest rates may continue to rise, which would likely drive down the prices of income- or
dividend- paying securities. Holders of the 5. 35 % Preferred Stock may not be permitted to exercise conversion rights upon a
Change of Control Triggering Event. If exercisable, the Change of Control Triggering Event conversion feature of the 5. 35 %
Preferred Stock may not adequately compensate such preferred stockholders, and the Change of Control Triggering Event
conversion and redemption features of the 5. 35 % Preferred Stock may make it more difficult for a party to take over the
Company or discourage a party from taking over the Company. Upon the occurrence of a Change of Control Triggering Event
(as defined in the applicable prospectus supplement), holders of 5. 35 % Preferred Stock will have the right to convert some or
all of their 5. 35 % Preferred Stock into our common stock (or equivalent value of alternative consideration). Upon such a
conversion, the holders will be limited to a maximum number of shares of our common stock equal to the Share Cap (as defined
in the applicable prospectus supplement) multiplied by the number of shares of 5. 35 % Preferred Stock converted.
Notwithstanding that we generally may not redeem the 5. 35 % Preferred Stock prior to July 19, 2026, we have a special
optional redemption right to redeem the 5. 35 % Preferred Stock in the event of a Change of Control Triggering Event, and
holders of 5. 35 % Preferred Stock will not have the right to convert any shares that we have elected to redeem prior to the
Change of Control Conversion Date ” (i. e., the date the shares of 5. 35 % Preferred Stock are to be converted, which will be a
business day selected by us that is no fewer than 20 days nor more than 35 days after the date on which we provide notice). In
addition, those features of the 5. 35 % Preferred Stock may have the effect of inhibiting a third party from making an acquisition
proposal for the Company or of delaying, deferring or preventing a change of control of the Company under circumstances that
otherwise could provide the holders of our common stock and Preferred Stock with the opportunity to realize a premium over
the then- current market price or that stockholders may otherwise believe is in their best interest. The agreement governing our
credit facility requires us to comply with certain financial and operational covenants. These covenants include: ¢ Restrictions on
the level of indebtedness that we are permitted to incur in relation to the value of our assets; ¢ Restrictions on our ability to incur
liens; and * Maintenance of a minimum level of stockholders’ equity. As of June 30, 2623-2024 , we were in compliance with
these covenants. However, our continued compliance with these covenants depends on many factors, some of which are beyond
our control. Accordingly, there are no assurances that we will continue to comply with the covenants in our credit facility.
Failure to comply with these covenants would result in a default under this facility which, if we were unable to obtain a waiver
from the lenders thereunder, could result in an acceleration of repayments under the facility and thereby have a material adverse
impact on our business, financial condition and results of operations. Failure to extend our existing credit facility, the revolving
period of which is currently scheduled to expire on September+5-June 28 , 2626-2028 , could have a material adverse effect on
our results of operations and financial position and our ability to pay expenses and make distributions. The revolving period for
our credit facility with a syndicate of lenders is currently scheduled to terminate on September+5-June 28 , 2026-2028 , with an
additional one year amortization period (with distributions allowed) after the completion of the revolving period. During such
one year amortization period, all principal payments on the pledged assets will be applied to reduce the balance. At the end of
the one year amortization period, the remaining balance will become due, if required by the lenders. If the credit facility is not
renewed or extended by the participant banks by September+5-June 28 , 2026-2028 , we will not be able to make further
borrowings under the facility after such date and the outstanding principal balance on that date will be due and payable on
September+5-June 28 , 2027-2029 . As of June 30, 2023-2024 , we had $ +794 , 796 844,793-0f outstanding borrowings under
our credit facility. Interest on borrowings under the credit facility is one- month SOFR plus 205 basis points with a minimum
SOEFR floor of zero. Additionally, the lenders charge a fee on the unused portion of the credit facility equal to either 40 basis
points if more than 60 % of the credit facility is drawn, 70 basis points if more than 35 % and an amount less than or equal to 60
% of the credit facility is drawn, or 150 basis points if an amount less than or equal to 35 % of the credit facility is drawn. The
credit facility requires us to pledge assets as collateral in order to borrow under the credit facility. If we are unable to extend our
facility or find a new source of borrowing on acceptable terms, we will be required to pay down the amounts outstanding under
the facility during the two- year term- out period through one or more of the following: (1) principal collections on our
securities pledged under the facility, (2) at our option, interest collections on our securities pledged under the facility and cash
collections on our securities not pledged under the facility, or (3) possible liquidation of some or all of our loans and other assets,
any of which could have a material adverse effect on our results of operations and financial position and may force us to
decrease or stop paying certain expenses and making distributions until the facility is repaid. In addition, our stock price could
decline significantly, we would be restricted in our ability to acquire new investments and, in connection with our year- end
audit, and our independent registered accounting firm could raise an issue as to our ability to continue as a going concern. The
Unsecured Notes mature at various dates from Janwary-February 15, 2624-2025 to March 15, 2052. If we are unable to
refinance the Unsecured Notes or find a new source of borrowing on acceptable terms, we will be required to pay down the
amounts outstanding at maturity under the facility during the one- year term- out period through one or more of the following:
(1) borrowing additional funds under our then current credit facility, (2) issuance of additional common stock or (3) possible
liquidation of some or all of our loans and other assets, any of which could have a material adverse effect on our results of
operations and financial position. In addition, our stock price could decline significantly; we would be restricted in our ability to
acquire new investments and, in connection with our year- end audit, our independent registered accounting firm could raise an
issue as to our ability to continue as a going concern. Our publicly issued debt securities may or may not have an established



trading market. We cannot assure our noteholders that a trading market for our publicly issued debt securities will ever develop
or be maintained if developed. In addition to our creditworthiness, many factors may materially adversely affect the trading
market for, and market value of, our publicly issued debt securities. These factors include, but are not limited to, the following: ®
the time remaining to the maturity of these debt securities; * the outstanding principal amount of debt securities with terms
identical to these debt securities; * the ratings assigned by national statistical ratings agencies; * the general economic
environment; * the supply of debt securities trading in the secondary market, if any;  the redemption or repayment features, if
any, of these debt securities; * the level, direction and volatility of market interest rates generally; and * market rates of interest
higher or lower than rates borne by the debt securities. Our noteholders should also be aware that there may be a limited number
of buyers when they decide to sell their debt securities. This too may materially adversely affect the market value of the debt
securities or the trading market for the debt securities. Terms relating to redemption may materially adversely affect our
noteholders’ or Preferred Stockholders’, as applicable, return on any debt or preferred equity securities that we may issue. If our
debt securities or Preferred Stock are redeemable at our option, we may choose to redeem such securities at times when
prevailing interest rates are lower than the interest rate paid by our noteholders or our Preferred Stockholders on their respective
securities. In addition, if our debt securities or Preferred Stock are subject to mandatory redemption, or optional redemption
triggers in advance of a general no- call deadline, we may be required to, or choose to, redeem such respective securities also at
times when prevailing interest rates are lower than the interest rate paid by our noteholders or our Preferred Stockholders on
their respective securities. In this circumstance, our noteholders or Preferred Stockholders, as applicable, may not be able to
reinvest the redemption proceeds in a comparable security at an effective interest rate as high as their securities being redeemed.
Shares of closed- end investment companies frequently trade at a market price that is less than the net asset value that is
attributable to those shares. This characteristic of closed- end investment companies is separate and distinct from the risk that
our net asset value per share may decline. It is not possible to predict whether any shares of our common stock will trade at,
above, or below net asset value. The stocks of BDCs as an industry, including shares of our common stock, currently trade
below net asset value as a result of concerns over liquidity, interest rate changes, leverage restrictions and distribution
requirements. Under the 1940 Act, when our common stock is trading below its net asset value per share, we will not be able to
issue additional shares of our common stock at its market price without first obtaining approval for such issuance from our
stockholders and our independent directors. On June 9-10 , 2823-2024 , at a special meeting of stockholders, our stockholders
reauthorized us to sell shares of our common stock (during the following 12 months) at a price or prices below our net asset
value per share at the time of sale in one or more offerings subject to certain conditions as set forth in the proxy statement
relating to the special meeting (including that the number of shares sold on any given date does not exceed 25 % of its
outstanding common stock immediately prior to such sale). There is a risk that investors in our common stock may not receive
dividends or that our dividends may not grow over time and investors in our debt securities or preferred equity may not receive
all of the interest or dividend income to which they are entitled. In addition, if the current period of capital market disruption and
instability continues for an extended period of time, there is a risk that investors in our common stock may not receive
distributions consistent with historical levels or at all or that our distributions may not grow over time and a portion of our
distributions may be a return of capital. We intend to make distributions on a monthly basis to our stockholders out of assets
legally available for distribution. We cannot assure you that we will achieve investment results that will allow us to make a
specified level of cash distributions or year- to- year increases in cash distributions. If we declare a dividend and if more
stockholders opt to receive cash distributions rather than participate in our dividend reinvestment plan, we may be forced to sell
some of our investments in order to make cash dividend payments. In addition, due to the asset coverage test applicable to us as
a BDC, we may be limited in our ability to make distributions. Further, if we invest a greater amount of assets in equity
securities that do not pay current dividends, it could reduce the amount available for distribution. The above- referenced
restrictions on distributions may also inhibit our ability to make required interest or dividend payments to holders of our debt
and preferred equity, as applicable, which may cause a default under the terms of our debt agreements. Such a default could
materially increase our cost of raising capital, as well as cause us to incur penalties under the terms of our debt agreements.
Moreover, while we have declared common stock distributions through August 2623-2024 at the same rate as the 72-84 months
prior to such declaration, we cannot assure you that we will achieve investment results that will allow us to make a specified
level of cash distributions or year- to- year increases in cash distributions. Our ability to pay common stock distributions might
be adversely affected by the 1mpact of one or more of the rlsk factors descrlbed in th1s Annual Report For—exam-p-}e—rf—t-he

are unable to satrsfy the asset coverage test applicable to us under the 1940 Act asa busrness development company orif we
violate certain covenants under our existing or future credit facilities or other leverage, we may be limited in our ability to make
common stock distributions. If we declare a common stock distribution and if more stockholders opt to receive cash
distributions rather than participate in our dividend reinvestment plan, we may be forced to sell some of our investments in order
to make cash distribution payments. To the extent we make common stock distributions to stockholders that include a return of
capital, such portion of the distribution essentially constitutes a return of the stockholder’ s investment. Although such return of
capital may not be taxable, such distributions would generally decrease a stockholder’ s basis in our common stock and may
therefore increase such stockholder’ s tax liability for capital gains upon the future sale of such stock. A return of capital
distribution may cause a stockholder to recognize a capital gain from the sale of our common stock even if the stockholder sells
its shares for less than the original purchase price. The investments we make in accordance with our investment objective may
result in a higher amount of risk than alternative investment options and volatility or loss of principal. Our investments in
portfolio companies may be speculative and aggressive, and therefore, an investment in our shares may not be suitable for



someone with low risk tolerance. Our stockholders may experience dilution in their ownership percentage if they opt out of our
dividend reinvestment plan. All dividends declared in cash payable to stockholders that are participants in our DRIP with respect
to dividends declared by our Board of Directors on shares of our common stock, are automatically reinvested in shares of our
common stock based on a 5 % discount to the market price of our common stock on the date fixed by our Board of Directors for
such distribution. As a result, our stockholders that opt out of our DRIP will experience dilution in their ownership percentage of
our common stock over time. Stockholders who (or whose broker through which they hold shares) do not elect to receive
distributions in shares of common stock may experience accretion to the net asset value of their shares if our shares are trading
at a premium and dilution if our shares are trading at a discount. The level of accretion or discount would depend on various
factors, including the proportion of our stockholders who participate in the Plan, the level of premium or discount at which our
shares are trading and the amount of the distribution payable to a stockholder. Sales or issuances of Preferred Stock at a discount
to Stated Value reduces the net assets available to holders of our common stock. We may receive net proceeds from the issuance
of Preferred Stock in an amount less than the Stated Value of such Preferred Stock Wthh reduces net assets avallable to holders

These—ameﬁd:mefﬁs—pfeﬁde—fer—addltronal shares of the Company ] 5 50 % Preferred Stock and 6 50 % Preferred Stock
issued pursuant to the Preferred Stock DRIP are te-be-issued at a 5 % discount from the Stated Value of $ 25. 00 per share of the
5.50 % Preferred Stock and 6 . Beeatse-50 % Preferred Stock . Because DRIP- issued Preferred Stock, like all Preferred Stock,
has a $ 25. 00 Stated Value, these issuances also reduce the net assets available to holders of our common stock. Such
reductions reflect part of the issuance expenses of the 5. 50 % Preferred Stock and 6. 50 % Preferred Stock that common
shareholders bear. See “ Senior Securities, including debt and preferred equity, expose us to additional risks, including the
typical risks associated with leverage and could adversely affect our business, financial condition and result of operations.
Sales of substantial amounts of our common stock in the public market may have an adverse effect on the market price of our
common stock. Sales of substantial amounts of our common stock, or the availability of such common stock for sale (including
as a result of the conversion of the 5. 50 % Preferred Stock, 6. 50 % Preferred Stock or of the Convertible Notes into common
stock), could adversely affect the prevailing market prices for our common stock. If this occurs and continues, it could impair
our ability to raise additional capital through the sale of securities should we desire to do so. If we sell shares of our common
stock or securities to subscribe for or are convertible into shares of our common stock at a discount to our net asset value per
share, stockholders who do not participate in such sale will experience immediate dilution in an amount that may be material.
On June 8-10 , 2623-2024 , at a special meeting of stockholders, our stockholders authorized us to sell shares of our common
stock (during the following 12 months) at a price or prices below our net asset value per share at the time of sale in one or more
offerings subject to certain conditions as set forth in the proxy statement relating to the special meeting (including that the
number of shares sold on any given date does not exceed 25 % of its outstanding common stock immediately prior to such sale).
Our stockholders approved our ability to issue warrants, options or rights to acquire our common stock at our 2008 annual
meeting of stockholders for an unlimited time period and in accordance with the 1940 Act which provides that the conversion or
exercise price of such warrants, options or rights may be less than net asset value per share at the date such securities are issued
or at the date such securities are converted into or exercised for shares of our common stock. The issuance or sale by us of
shares of our common stock or securities to subscribe for or are convertible into shares of our common stock at a discount to net
asset value poses a risk of dilution to our stockholders. In particular, stockholders who do not purchase additional shares of
common stock at or below the discounted price in proportion to their current ownership will experience an immediate decrease
in net asset value per share (as well as in the aggregate net asset value of their shares of common stock if they do not participate
at all). These stockholders will also experience a disproportionately greater decrease in their participation in our earnings and
assets and their voting power than the increase we experience in our assets, potential earning power and voting interests from
such issuance or sale. In addition, such sales may adversely affect the price at which our common stock trades. We have sold
shares of our common stock at prices below net asset value per share in the past and may do so to the future. In addition, we
may issue additional shares of preferred stock or debt securities that are convertible into shares of our common stock. The net
effect of both types of offerings would be to increase the number of shares of our common stock outstanding or available, which
could negatively impact the market price of our common stock and cause the market value of our common stock to become
more volatile. Further, to the extent that shares of our common stock are offered or converted at a price below the then net asset
value per share, existing stockholders who do not participate in such offerings would experience dilution of their interest (both
voting and economic, in terms of net asset value) in the Company. Our ability to enter into transactions with our affiliates is
restricted. We are prohibited under the 1940 Act from knowingly participating in certain transactions with our affiliates without
the prior approval of our independent directors. Any person that owns, directly or indirectly, 5 % or more of our outstanding
voting securities is our affiliate for purposes of the 1940 Act and we are generally prohibited from buying or selling any security
or other property from or to such affiliate, absent the prior approval of our independent directors. The 1940 Act also prohibits *
joint ” transactions with an affiliate, which could include investments in the same portfolio company (whether at the same or
different times), without prior approval of our independent directors. Subject to certain limited exceptions, we are prohibited
from buying or selling any security or other property from or to the Investment Adviser and its affiliates and persons with whom
we are in a control relationship, or entering into joint transactions with any such person, absent the prior approval of the SEC.
On January 13, 2020 (amended on August 2, 2022), we received an exemptive order from the SEC (the “ Order ”’), which
superseded a prior co- investment exemptive order granted on February 10, 2014, that gave us the ability to negotiate terms
other than price and quantity of co- investment transactions with other funds managed by the Investment Adviser or certain
affiliates, including Priority Income Fund, Inc. and Prospect Sustainable Income Fund, Inc. (f/k / a Prospect Flexible Income
Fund, Inc.), where co- investing would otherwise be prohibited under the 1940 Act, subject to the conditions included therein.



Under the terms of the relief permitting us to co- invest with other funds managed by our Investment Adviser or its affiliates, a
required majority ” (as defined in Section 57 (0) of the 1940 Act) of our independent directors must make certain conclusions in
connection with a co- investment transaction, including that (1) the terms of the proposed transaction, including the
consideration to be paid, are reasonable and fair to us and our stockholders and do not involve overreaching of us or our
stockholders on the part of any person concerned and (2) the transaction is consistent with the interests of our stockholders and
is consistent with our investment objective and strategies. In certain situations where co- investment with one or more funds
managed by the Investment Adviser or its affiliates is not covered by the Order, such as when there is an opportunity to invest in
different securities of the same issuer, the personnel of the Investment Adviser or its affiliates will need to decide which fund
will proceed with the investment. Such personnel will make these determinations based on policies and procedures, which are
designed to reasonably ensure that investment opportunities are allocated fairly and equitably among affiliated funds over time
and in a manner that is consistent with applicable laws, rules and regulations. Moreover, except in certain circumstances, when
relying on the Order, we will be unable to invest in any issuer in which one or more funds managed by the Investment Adviser
or its affiliates has previously invested. The market price of our securities may fluctuate significantly. 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 the energy industry, which are not necessarily related to
the operating performance of these companies; ¢ price and volume fluctuations in the overall stock market from time to time; ©
changes in regulatory policies or tax guidelines, particularly with respect to RICs or business development companies; ¢ loss of
RIC qualification; * changes or perceived changes in earnings or variations in operating results; ¢ changes or perceived changes
in the value of our portfolio of investments; ¢ changes in accounting guidelines governing valuation of our investments; * any
shortfall in revenue or net income or any increase in losses from levels expected by investors or securities analysts; * departure
of one or more of Prospect Capital Management’ s key personnel; ¢ operating performance of companies comparable to us; ®
short- selling pressure with respect to shares of our common stock or BDCs generally; ¢ future sales of our securities convertible
into or exchangeable or exercisable for our common stock or the conversion of such securities, including the 5. 50 % Preferred
Stock, 6. 50 % Preferred Stock and the Convertible Notes; ¢ the occurrence of one or more natural disasters, pandemic outbreaks
or other health crises; * concerns regarding European sovereign debt; * changes in prevailing interest rates; * prolonged inflation;
* litigation matters; * general economic trends and other external factors; and ¢ loss of a major funding source. In the past,
following periods of volatility in the market price of a company’ s securities, securities class action litigation has, from time to
time, been brought against that company. If our stock price fluctuates significantly, we may be the target of securities litigation
in the future. Securities litigation could result in substantial costs and divert management’ s attention and resources from our
business. There is a risk that you may not receive distributions or that our distributions may not grow over time. We have made
and intend to continue to make distributions on a monthly basis to our common stockholders out of assets legally available for
distribution. We cannot assure you that we will achieve investment results or maintain a tax status that will allow or require any
specified level of cash distributions or year- to- year increases in cash distributions. In addition, due to the asset coverage test
applicable to us as a BDC, we may be limited in our ability to make distributions. Our charter and bylaws and the Maryland
General Corporation Law contain provisions that may have the effect of delaying, deferring or preventing a transaction or a
change in control that might involve a premium price for our stockholders or otherwise be in their best interest. These provisions
may prevent stockholders from being able to sell shares of our common stock at a premium over the current of prevailing
market prices. Our charter provides for the classification of our Board of Directors into three classes of directors, serving
staggered three- year terms, which may render a change of control or removal of our incumbent management more difficult.
Furthermore, any and all vacancies on our Board of Directors will be filled generally only by the affirmative vote of a majority
of the remaining directors in office, even if the remaining directors do not constitute a quorum, and any director elected to fill a
vacancy will serve for the remainder of the full term until a successor is elected and qualifies. Our Board of Directors is
authorized to create and issue new series of shares, to classify or reclassify any unissued shares of stock into one or more classes
or series, including preferred stock and, without stockholder approval, to amend our charter to increase or decrease the number
of shares of common stock that we have authority to issue, which could have the effect of diluting a stockholder’ s ownership
interest. Prior to the issuance of shares of common stock of each class or series, including any reclassified series, our Board of
Directors is required by our governing documents to set the terms, preferences, conversion or other rights, voting powers,
restrictions, limitations as to dividends or other distributions, qualifications and terms or conditions of redemption for each class
or series of shares of stock. Our charter and bylaws also provide that our Board of Directors has the exclusive power to adopt,
alter or repeal any provision of our bylaws, and to make new bylaws. The Maryland General Corporation Law also contains
certain provisions that may limit the ability of a third party to acquire control of us, such as: * The Maryland Business
Combination Act, which, subject to certain limitations, prohibits certain business combinations between us and an “ interested
stockholder ” (defined generally as any person who beneficially owns 10 % or more of the voting power of the common stock or
an affiliate thereof) for five years after the most recent date on which the stockholder becomes an interested stockholder and,
thereafter, imposes special minimum price provisions and special stockholder voting requirements on these combinations. * The
Maryland Control Share Acquisition Act, which provides that “ control shares ” of a Maryland corporation (defined as shares of
common stock which, when aggregated with other shares of common stock controlled by the stockholder, entitles the
stockholder to exercise one of three increasing ranges of voting power in electing directors, as described more fully below)
acquired in a “ control share acquisition ” (defined as the direct or indirect acquisition of ownership or control of “ control shares
””) have no voting rights except to the extent approved by stockholders by the affirmative vote of at least two- thirds of all the
votes entitled to be cast on the matter, excluding all interested shares of common stock. The provisions of the Maryland
Business Combination Act will not apply, however, if our Board of Directors adopts a resolution that any business combination



between us and any other person will be exempt from the provisions of the Maryland Business Combination Act. Our Board of
Directors has adopted a resolution that any business combination between us and any other person is exempted from the
provisions of the Maryland Business Combination Act, provided that the business combination is first approved by the Board of
Directors, including a majority of the directors who are not interested persons as defined in the 1940 Act. There can be no
assurance that this resolution will not be altered or repealed in whole or in part at any time. If the resolution is altered or
repealed, the provisions of the Maryland Business Combination Act may discourage others from trying to acquire control of us.
As permitted by Maryland law, our bylaws contain a provision exempting from the Maryland Control Share Acquisition Act any
and all acquisitions by any person of our common stock. Although our bylaws include such a provision, such a provision may
also be amended or eliminated by our Board of Directors at any time in the future. Your interest in us may be diluted if you do
not fully exercise your subscription rights in any rights offering. In addition, if the subscription price is less than our net asset
value per share, then you will experience an immediate dilution of the aggregate net asset value of your shares. In the event we
issue subscription rights, stockholders who do not fully exercise their subscription rights should expect that they will, at the
completion of a rights offering pursuant to the applicable prospectus, own a smaller proportional interest in us than would
otherwise be the case if they fully exercised their rights. We cannot state precisely the amount of any such dilution in share
ownership because we do not know at this time what proportion of the shares will be purchased as a result of such rights
offering. In addition, if the subscription price is less than the net asset value per share of our common stock, then our
stockholders would experience an immediate dilution of the aggregate net asset value of their shares as a result of the offering.
The amount of any decrease in net asset value is not predictable because it is not known at this time what the subscription price
and net asset value per share will be on the expiration date of a rights offering or what proportion of the shares will be
purchased as a result of such rights offering. Such dilution could be substantial. We may in the future choose to pay dividends in
our own stock, in which case our stockholders may be required to pay tax in excess of the cash they receive. We may distribute
taxable dividends that are payable in part in our stock. In accordance with guidance issued by the Internal Revenue Service,
subject to the satisfaction of certain guidelines, a publicly traded RIC should generally be eligible to treat a distribution of its
own stock as fulfilling its RIC distribution requirements if each stockholder is permitted to elect to receive his or her distribution
in either cash or stock of the RIC, even where there is a limitation on the percentage of the aggregate distribution payable in
cash, provided that the limitation is at least 20 %. If too many stockholders elect to receive cash, each stockholder electing to
receive cash generally must receive a portion of his or her distribution in cash (with the balance of the distribution paid in stock).
If these and certain other requirements are met, for U. S. federal income tax purposes, the amount of the distribution paid in
stock generally will be a taxable distribution in an amount equal to the amount of cash that could have been received instead of
stock. Taxable stockholders receiving such dividends would be required to include the full amount of the dividend as ordinary
income (or as long- term capital gain to the extent such distribution is properly designated as a capital gain dividend) to the
extent of our current and accumulated earnings and profits for United States federal income tax purposes. As a result, a U. S.
Stockholder (as defined in *“ Material U. S. Federal Income Tax Considerations ) 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, it may be subject to transaction fees (e. g., broker fees or transfer agent fees) and the sales proceeds may be less than the
amount included in income with respect to the dividend, depending on the market price of its stock at the time of the sale.
Furthermore, with respect to Non- U. S. Stockholders (as defined in “ Material U. S. Federal Income Tax Considerations ), 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. It is unclear whether and to what
extent we will be pay dividends in cash and our stock. We could experience fluctuations in our quarterly operating results due to
a number of factors, including the level of structuring fees received, the interest or dividend rates payable on the debt or equity
securities we hold, the default rate on debt securities, the level of our expenses, variations in and the timing of the recognition of
realized and unrealized gains or losses, the degree to which we encounter competition in our markets, and general economic
conditions. As a result of these factors, results for any period should not be relied upon as being indicative of performance in
future periods.



