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You should carefully consider these risk factors, together with all of the other information included in this annual report on
Form 10- K, including our consolidated financial statements and the related notes thereto, before you decide whether to make an
investment in our securities. The risks set out below are not the only risks we face. If any of the following events occur, our
business, financial condition and results of operations could be materially and adversely affected. In such case, the NAV of our
common stock and the trading price of our securities could decline, and you may lose all or part of your investment. Risks
Relating to Our Business and Structure The constraints imposed on us as a business development company and RIC may hinder
the achievement of our investment objective. The 1940 Act and the Code impose numerous constraints on the operations of
business development companies and RICs that do not apply to other investment vehicles managed by H. I. G. Capital and its
affiliates. For example, the 1940 Act requires, among other things, that a business development company invest at least 70 % of
its total assets in qualifying assets. Qualifying assets include U. S. private or thinly- traded public companies, cash, cash
equivalents, U. S. government securities and other high- quality debt instruments that mature in one year or less from the date of
investment. Subject to certain exceptions for follow- on investments and distressed companies, an investment in an issuer that
has outstanding securities listed on a national securities exchange may be treated as a qualifying asset only if such issuer has a
common equity market capitalization that is less than $ 250 million at the time of such investment. 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 business development companies and possibly lose our status as a business development company,
which would have a material adverse effect on our business, financial condition and results of operations. Similarly, the
restrictions of the 1940 Act applicable to business development companies 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 inopportune times. If we need to dispose of investments quickly, it may be difficult to dispose of such
investments on favorable terms, or at all. For example, we may have difficulty finding a buyer and, even if we do find a buyer,
we may have to sell the investments at a substantial loss or otherwise for less than we could have received if we were able to
sell them at a later time. Qualification for taxation as a RIC requires certain satisfaction of source- of- income, asset
diversification and distribution requirements. The distribution requirement for a RIC generally is satisfied if we distribute at
least 90 % of our net ordinary income and net realized short- term capital gains in excess of net realized long- term capital
losses, if any, to our stockholders on an annual basis. If we fail to qualify as a RIC for any reason and become subject to
corporate income tax, the resulting corporate income taxes could substantially reduce our net assets, the amount of funds
available for distributions to our stockholders and the amount of funds available for new investments. The constraints imposed
on us by the 1940 Act and the Code may hinder our and our Investment Adviser’ s ability to take advantage of attractive
investment opportunities and to achieve our investment objective. Further, failure to operate under these constraints could have a
material adverse impact on our business, our relationship with our portfolio companies and our reputation and could subject us to
regulatory inquiries, enforcement actions and fines, civil litigation and possible financial liability, or otherwise have a material
adverse effect on our business, financial condition or results of operations. We depend upon key personnel of H. I. G. Capital
and its affiliates. We are an externally managed business development company, and therefore we do not have any internal
management capacity or employees. We depend on the diligence, skill and network of business contacts of our Investment
Adviser to achieve our investment objective. We expect that our Investment Adviser will evaluate, negotiate, structure, close
and monitor our investments in accordance with the terms of the Investment Advisory Agreement. Our Investment Adviser is an
affiliate of H. I. G. Capital and depends upon access to the investment professionals and other resources of H. I. G. Capital and
its affiliates to fulfill its obligations to us under the Investment Advisory Agreement. WhiteHorse Advisers also depends upon
H. L. G. Capital to obtain access to deal flow generated by the professionals of H. I. G. Capital. Under the Staffing Agreement,
an affiliate of H. I. G. Capital has agreed to provide our Investment Adviser with the resources necessary to fulfill these
obligations. The Staffing Agreement provides that the affiliate will make available to WhiteHorse Advisers experienced
investment professionals and access to the senior investment personnel of H. I. G. Capital for purposes of evaluating,
negotiating, structuring, closing and monitoring our investments. We are not a party to the Staffing Agreement and cannot
assure you that the affiliate will fulfill its obligations under the agreement. If the affiliate fails to perform, we cannot assure you
that WhiteHorse Advisers will enforce the Staffing Agreement, that such agreement will not be terminated by either party or that
we will continue to have access to the investment professionals of H. I. G. Capital and its affiliates or their expertise, market
knowledge and deal flow. We depend upon the senior professionals of H. I. G. Capital to maintain relationships with potential
sources of lending opportunities, and we intend to rely to a significant extent upon these relationships to provide us with
potential investment opportunities. We cannot assure you that these individuals will continue to indirectly provide investment
advice to us. If these individuals, including the members of the Investment Committee, do not maintain their existing
relationships with H. I. G. Capital, maintain existing relationships or develop new relationships with other sources of investment
opportunities, we may not be able to grow our investment portfolio. In addition, individuals with whom the senior professionals
of H. I. G. Capital have relationships are not obligated to provide us with investment opportunities. Therefore, we cannot assure
you that such relationships will generate investment opportunities for us. Our business model depends to a significant extent
upon H. I. G. Capital’ s proprietary deal- flow network of informal and unconventional potential deal sources in the lower



middle market business community. Any inability of H. I. G. Capital to maintain or develop this network, or the failure of this
network to generate investment opportunities, could adversely affect our business. We depend upon H. I. G. Capital to maintain
its extensive, proprietary lower middle market deal sourcing network, and we expect to rely to a significant extent upon this
network to provide us with investment opportunities. This network of informal and unconventional deal sources in the lower
middle market business community includes accountants, attorneys, brokers, insurance agents, consultants and financial advisors
who have access to lower middle market companies. If H. I. G. Capital fails to maintain such sourcing network, or to develop
new relationships with other sources of investment opportunities, we will not be able to grow our investment 3+pertfolio—-
portfolio . In addition, individuals with whom H. I. G. Capital has relationships are not obligated to provide us with investment
opportunities, and we can offer no assurance that these relationships will generate investment opportunities for us in the future.
If our Investment Adviser is unable to manage our investments effectively, we may be unable to achieve our investment
objective. Our ability to achieve our investment objective depends on our ability to manage our business and to grow our
business. This depends, on our Investment Adviser’ s ability to identify, invest in and monitor companies that meet our
investment criteria. This, in turn, depends on the ability of H. I. G. Capital’ s investment professionals to identify, invest in and
monitor companies that meet our investment criteria. The achievement of our investment objective on a cost- effective basis will
depend upon our Investment Adviser’ s execution of our investment process, its ability to provide competent, attentive and
efficient services to us and our access to financing on acceptable terms. Our Investment Adviser kas-30has substantial
responsibilities under the Investment Advisory Agreement. The personnel of H. I. G. Capital who are made available to our
Investment Adviser under the Staffing Agreement are engaged in other business activities and may be called upon to provide
managerial assistance to our portfolio companies. These and other demands on their time could distract them, divert their time
and attention or otherwise cause them not to dedicate a significant portion of their time to our businesses which could reduce our
rate of investment. Any failure to manage our business could have a material adverse effect on our business, financial condition,
results of operations and cash flows. We may not replicate the historical results achieved by other entities managed or sponsored
by members of the Investment Committee or by H. I. G. Capital or its affiliates. Our primary focus in making investments
generally differs from that of many of the investment funds, accounts or other investment vehicles that are or have been
managed by members of the Investment Committee or sponsored by H. I. G. Capital or its affiliates. In addition, investors in our
common stock do not acquire an interest in any such investment funds, accounts or other investment vehicles that are or have
been managed by members of our Investment Committee or sponsored by H. I. G. Capital or its affiliates. We cannot assure you
that we will replicate the historical results achieved by members of the Investment Committee, and we caution you that our
investment returns could be substantially lower than the returns achieved by them in prior periods. Additionally, all or a portion
of the prior results may have been achieved in particular market conditions which may never be repeated. Moreover, current or
future market volatility and regulatory uncertainty may have an adverse impact on our future performance. The highly
competitive market for investment opportunities in which we operate may limit our investment opportunities. A number of
entities continue to compete with us to make investments in lower middle market companies. We compete with public and
private funds, including other business development companies, commercial and investment banks, commercial financing
companies, specialty finance companies, hedge funds and, to the extent they provide an alternative form of financing, private
equity funds. In recent years, these entities have attracted substantial amounts of new investment capital. Additionally, as
competition for investment opportunities has increased, alternative investment vehicles, such as hedge funds and collateralized
loan obligations, have invested in lower middle market companies. As a result of this additional capital and these new entrants,
competition for investment opportunities in lower middle market companies has intensified. Many of our potential competitors
are substantially larger and have considerably greater financial, technical and marketing resources than we do. For example,
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 have higher risk tolerances or different risk assessments, which could allow them to consider a wider variety of
investments, tolerate looser covenants and other investment protections, 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 business development
company. We cannot assure you that the competitive pressures we face will not have a material adverse effect on our business,
financial condition and 32results—- results of operations. Also, as a result of this competition, we may not be able to take
advantage of attractive investment opportunities from time to time, and we cannot assure you that we will be able to identify and
make investments that are consistent with our investment objective. Participants in our industry compete on several factors,
including price, flexibility in transaction structuring, customer service, reputation, market knowledge and speed in decision-
making. We do not intend 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 lower than the rates we offer. We may lose investment opportunities if we do not
match our competitors’ pricing, terms and structure. However, if we match our competitors’ pricing, terms and structure, we
may reduce our net investment income and increase our risk of credit losses. We-31We have elected to be treated as a RIC and
intend to qualify annually for such treatment. If we are unable to qualify as a RIC, we will be subject to corporate- level income
tax. We have elected to be treated as a RIC under the Code and intend to qualify annually for such treatment. To qualify as a
RIC under the Code, we must meet certain source- of- income, asset diversification and annual distribution requirements. The
Annual Distribution Requirement for a RIC is satisfied if we 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, each taxable year as dividends for U. S. federal
income tax purposes to our stockholders. To the extent we use preferred stock or debt financing in the future, we may be 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 be subject to tax as a RIC. If we fail to make sufficient distributions, as a result
of contractual restrictions in the Credit Facility or otherwise, we may fail to qualify to be subject to tax as a RIC and, thus, may
be subject to corporate- level income tax. To qualify as a RIC, we must also meet certain asset diversification requirements at



the end of each calendar quarter. If we fail to meet these requirements, we may need to dispose of certain investments quickly in
order to prevent the loss of our RIC status. Because we anticipate that most of our investments will be in the debt of relatively
illiquid lower middle market 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 and remain or become subject to corporate- level income tax,
the resulting corporate taxes could substantially reduce our net assets, the amount of income available for distribution and the
amount of our distributions. Such a failure would have a material adverse effect on us and our stockholders. Our returns will be
reduced by any corporate income tax that our subsidiaries pay. We may be required to recognize certain income and fees
indirectly through one or more entities treated as corporations for U. S. federal income tax purposes. Such corporations will be
required to incur corporate income tax on their earnings, which ultimately will reduce our return on such income and fees. In
addition, we may invest in partnerships, including qualified publicly traded partnerships and limited liability companies treated
as partnerships for tax purposes, which may subject us to additional state, local or foreign income, franchise, withholding or
other tax liabilities. We may have difficulty paying our required distributions if we recognize income before or without
receiving cash representing such income. For U. S. federal income tax purposes, we include in income certain amounts that we
have not yet received in cash, such as OID, which may arise if we receive warrants in connection with the making of a loan or
possibly in other circumstances, or PIK interest, which represents contractual interest added to the loan balance and due at the
end of the loan term. Such original issue discount, which could be significant relative to our overall investment assets, and
increases in loan balances as a result of PIK interest will be included in income before we receive any corresponding cash
payments. In addition, generally we are required to recognize income for tax purposes no later than when recognized for
financial reporting purposes. 33We-We also may be required to include in income certain other amounts that we do not receive
in cash. In addition, we must use asset sales and repayment proceeds, if any (including any realized gains), to pay down any
outstanding debt and certain other amounts prior to distributing cash from WhiteHorse Credit to us. Also, if we do not meet
certain coverage tests under the Credit Facility, the Private Notes, or the Public Notes or if an event of default and acceleration
occurs under the Credit Facility, then income and capital gains which would otherwise be distributable by us to our stockholders
could be diverted to pay down debt or other amounts due under the Credit Facility, the Private Notes or the Public Notes. As a
result, we may have difficulty meeting the annual distribution requirement to 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, in order to be subject to tax as a
RIC. 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 distributtorr32distribution requirements. If we are
not able to obtain cash from other sources, we may fail to qualify to be subject to tax as a RIC and thus be subject to corporate
level income tax. We may be exposed to higher risks with respect to our investments that include OID or PIK interest. Our
investments may include OID and contractual PIK interest, which typically 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: « OID and PIK instruments may have higher yields, which reflect the payment deferral
and credit risk associated with these instruments; « OID and PIK accruals may create uncertainty about the source of our
distributions to stockholders; « 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 the collateral; and « OID and
PIK instruments may represent a higher credit risk than coupon loans. PIK interest payments we receive will increase our assets
under management and, as a result, will increase the amount of base management fees payable by us to our Investment Adviser.
Certain of our debt investments contain provisions providing for the payment of PIK interest, which increases the loan balance
of the underlying loan in lieu of receiving cash interest, causing interest to compound on such higher loan balance. PIK interest
increases our assets under management and, because the base management fee that we pay to our Investment Adviser is based
on the value of our consolidated gross assets, PIK interest increases the base management fee we pay. This increase in interest
income from the higher loan balance increases our pre- incentive fee net investment income and the incentive fees that we pay
to our Investment Adviser. Regulations governing our operation as a business development company, including those related to
the issuance of senior securities, will affect our ability to, and the way in which we, raise additional debt or equity capital. We
expect that we will require a substantial amount of capital. We may issue debt securities or preferred stock and / or borrow
money from banks or other financial institutions, which we refer to collectively as “ senior securities, ” up to the maximum
amount permitted by the 1940 Act. As a business development company, we are required to meet an asset coverage ratio, as
defined under the 1940 Act, by the Small Business Credit Availability Act, or the SBCAA, as the ratio of our gross assets (less
all liabilities and indebtedness not represented by senior securities) to our outstanding senior securities of at least 150 %
(equivalent to $ 2 of debt outstanding for each $ 1 of equity) after each issuance of senior securities. See “ — We intend to
continue to finance our investments with borrowed money, which will magnify the potential for gain or loss on amounts
invested and may increase the risk of investing in us. ” If the value of our assets declines, we may be unable to satisfy the 1940
Act’ s asset coverage requirement. If that happens, we may be required to sell a portion of our investments at a time when such
sale may be disadvantageous and, depending on the nature of our leverage, repay a portion of our indebtedness. The 34issuanee
-- issuance of senior securities exposes us to typical risks associated with leverage, including an increased risk of loss, and if we
incur additional leverage as permitted by the SBCAA, these risks will be magnified. See “— The SBCAA allows us to incur
additional leverage, which may increase the risk of investing with us. ” If we issue preferred stock, such securities would rank “
senior ” to common stock in our capital structure, and preferred stockholders would have separate voting rights, dividend and
liquidation rights and possibly other rights, preferences or privileges more favorable than those granted to holders of our
common stock. Furthermore, the issuance of preferred stock could have the effect of delaying, deferring or preventing a
transaction or a change of control that might otherwise result in your receiving a premium price for your common stock or



otherwise be in your best interest. Our board of directors may decide to issue common stock to finance our operations rather
than issuing debt or other senior securities. As a business development company, we are not generally able to issue and sell our
common stock at a price below the then- current NAV per share. We may, however, issue or sell our common stock at a price
below the then-33then - current NAV of the common stock, or sell warrants, options or rights to acquire such common stock, at
a price below the then- current NAV of the common stock if our board of directors determines that such sale is in the best
interest of us and our stockholders, and if our stockholders approve such sale within the preceding 12 months. In any such case,
the price at which our securities are to be issued and sold may not be less than a price which, in the determination of our board
of directors, closely approximates the market value of such securities (less any distributing commission or discount). We may
also conduct rights offerings at prices per share less than the NAV per share, subject to the requirements of the 1940 Act. If we
raise additional funds by issuing additional common stock or senior securities convertible into, or exchangeable for, our
common stock, the percentage ownership of our stockholders at that time would decrease, and our stockholders may experience
dilution. In addition to issuing securities to raise capital as described above, we have securitized, and may in the future seek to
securitize, our loans to generate cash for funding new investments. To securitize loans, we may create one or more wholly
owned subsidiaries and sell and contribute a pool of loans to such subsidiaries. This could include the sale or other issuance of
debt by such subsidiaries on a non- recourse basis to purchasers who we would expect to be willing to accept a lower interest
rate to invest in investment grade- rated debt secured by such loan pools, and we would retain all or a portion of the equity in
any such subsidiary. An inability to securitize part of our loan portfolio could limit our ability to grow our business, fully
execute our business strategy and increase our earnings. Moreover, the successful securitization of part of our loan portfolio
might expose us to losses as the loans we are not able to securitize will tend to be those that are riskier and more apt to generate
losses. Any failure on our part to maintain our status as a business development company would reduce our operating flexibility.
If we do not remain a business development company, we would be regulated as a closed- end investment company under the
1940 Act, which would subject us to substantially more regulatory restrictions under the 1940 Act and, correspondingly,
decrease our operating flexibility. The SBCAA allows us to incur additional leverage, which may increase the risk of investing
with us. As a business development company, we are permitted under the 1940 Act to issue “ senior securities, ” including
borrowing money from banks or other financial institutions, only in amounts such that its asset coverage, as defined in the 1940
Act, equals at least 200 % after such incurrence or issuance. In March 2018, the SBCAA, amended the 1940 Act to reduce the
asset coverage requirements 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 3, 2018 and August 1,
2018, our board of directors, including a “ required majority ” (as such term is defined in Section 57 (0) of the 1940 Act), and
our stockholders, respectively, approved a reduced asset coverage ratio from 200 % to 150 % in accordance with the SBCAA,
effective on August 2, 2018. These actions increased our maximum debt to equity ratio from a prior maximum of 1. 0x
(equivalent of $ 1 of debt outstanding for each $ 1 equity) to a maximum of 2. 0x (equivalent to $ 2 of debt outstanding for each
$ 1 of equity). 35As-As of December 31, 2623-2024 , our asset coverage for borrowed amounts was 484180 . 8-4 %. As a result
of the effectiveness of the decrease in the asset coverage ratio applicable to us, we are able to incur additional leverage, and the
risks associated with an investment in us may increase. For example, see “ — Since we are using debt to finance our
investments, and we may use additional debt or preferred stock financing going forward, changes in interest rates may affect our
cost of capital, net investment income, value of our common stock and our rate of return on invested capital. ” Our business and
the businesses of our portfolio companies are dependent on bank relationships and reeesnt-concerns associated with the banking
system may adversely impact us. Earherthis-In recent year-years , the financial markets experienced volatility in connection
with concerns that some banks, especially small and regional banks, may have significant investment- related losses that might
make it difficult to fund demands to withdraw deposits and other liquidity needs. Although the federal government has
announced measures to assist certain banks and protect depositors, some banks have already been impacted and others may be
adversely impacted in the future, by such volatility. Our business and the businesses of our portfolio companies are dependent
on bank refatienships-34relationships ., and we are proactively monitoring the financial health of these relationships. Continued
strain on the banking system may adversely impact the business, financial condition and results of operations of us and our
portfolio companies. We hold our cash and cash equivalents that we use to meet our working capital needs in deposit accounts at
multiple financial institutions. The balance held in these accounts may exceed the Federal Deposit Insurance Corporation
standard deposit insurance limit or similar government guarantee schemes. If a financial institution in which we hold such funds
fails or is subject to significant adverse conditions in the financial or credit markets, we could be subject to a risk of loss of all or
a portion of such uninsured funds or be subject to a delay in accessing all or a portion of such uninsured funds. Any such loss or
lack of access to these funds could adversely impact our short- term liquidity and ability to meet our obligations. We also
maintain investment accounts with other financial institutions in which we hold our investments and, if access to the funds we
use for working capital is impaired, we may not be able to sell investments or transfer funds from our investment accounts to
new accounts on a timely basis sufficient to meet our working capital needs. Tariffs may adversely affect us or our portfolio
companies. Existing or new tariffs imposed on foreign goods imported by the United States or on U. S. goods imported
by foreign countries could subject us or our portfolio companies to additional risks. Among other effects, tariffs may
increase the cost of production for certain of our portfolio companies or reduce demand for their products, which could
affect their results of operations. We cannot predict whether, or to what extent, any tariff or other trade protections may
affect us or our portfolio companies. e intend to continue to finance our investments with borrowed money, which will
magnify the potential for gain or loss on amounts invested and may increase the risk of investing in us. The use of leverage,
including through the issuance of senior securities, magnifies the potential for gain or loss on amounts invested. We have
incurred leverage in the past and currently incur leverage through credit facilities and issuance of public and private notes. From
time to time, we intend to incur additional leverage to the extent permitted under the 1940 Act. The use of leverage is generally



considered a speculative investment technique and increases the risks associated with investing in our securities. In the future,
we may borrow from, and issue senior securities to, banks, insurance companies and other lenders. Holders of these senior
securities will have fixed dollar claims on our assets that are superior to the claims of our common stockholders, and we would
expect such holders to seek recovery against our assets in the event of a default. WhiteHorse Credit has pledged, and expects to
continue to pledge, all or substantially all of its assets. WhiteHorse Credit has granted, and may in the future grant, a security
interest in all or a portion of its assets under the Credit Facility. In addition, under the terms of the Credit Facility, we must use
the net proceeds of any investments that we sell to repay amounts then due with respect to our debt and certain other amounts
owing under the Credit Facility before applying such net proceeds to other uses, such as distributing them to our stockholders.
We may pledge up to 100 % of our assets and may grant a security interest in all of our assets under the terms of any debt
instruments into which we may enter. In addition, under the terms of any credit facility or other debt instrument we enter into,
we are likely to be required by its terms to use the net proceeds of any investments that we sell to repay a portion of the amount
borrowed under such facility or instrument before applying such net proceeds to any other uses. 36H-If the value of our assets
decreases, leverage would cause our NAV to decline more sharply than it otherwise would have had we not leveraged, thereby
magnifying losses or eliminating our equity stake in a leveraged investment. Similarly, any decrease in our revenue or income
will cause our net income to decline more sharply than it would have had we not borrowed. Such a decline would also
negatively affect our ability to make distributions on our common stock or preferred stock. Our ability to service our debt will
depend largely on our financial performance and will be subject to prevailing economic conditions and competitive pressures. In
addition, our common stockholders will bear the burden of am35any increase in our expenses as a result of our use of leverage,
including interest expenses and any increase in the management fee payable to WhiteHorse Advisers. As a business
development company, we generally are required to meet a coverage ratio of total assets to total borrowings and other senior
securities, which include all of our borrowings and any preferred stock that we may issue in the future, of at least 150 %, subject
to certain disclosure requirements, as is specified in the 1940 Act. If this ratio declines below 150 %, we cannot incur additional
debt and could be required to sell a portion of our investments to repay some debt when it is disadvantageous to do so. This
could have a material adverse effect on our operations, and we may not be able to make distributions to our stockholders. As of
December 31, 2023-2024 , our total outstanding indebtedness was $ 394356 . 0 million and our asset coverage was 4184180 . &
4 %. The amount of leverage that we employ will depend on our Investment Adviser’ s and our board of directors’ assessment of
market and other factors at the time of any proposed borrowing. We cannot assure you that we will be able to maintain our
borrowings under our existing indebtedness or to obtain other credit at all or on terms acceptable to us. For information
regarding a reduction in the asset coverage ratio applicable to us, see Item 1A. Risk Factors- “ The SBCAA allows us to incur
additional leverage, which may increase the risk of investing with us . In addition, the terms governing our existing
indebtedness and any indebtedness that we incur in the future could impose financial and operating covenants that restrict our
business activities, including limitations that may hinder our ability to finance additional loans and investments or make the
distributions required to maintain our ability to be subject to tax as a RIC. The instruments governing our existing indebtedness
contain terms and conditions for senior unsecured notes issued in a private placement, including minimum stockholders’ equity,
minimum asset coverage ratio, maximum debt to equity ratio and prohibitions on certain fundamental changes of the Company
or any subsidiary guarantor. These instruments also contain customary events of default with customary cure and notice periods,
including, without limitation, nonpayment, incorrect representation in any material respect, breach of covenant, cross- default
under other indebtedness of the Company or certain significant subsidiaries, certain judgements and orders, and certain events of
bankruptcy. The breach of any of the covenants or restrictions, unless cured within the applicable grace period, would result in a
default under the applicable indebtedness arrangement that would permit the lenders thereunder to declare all amounts
outstanding to be due and payable. In such an event, we may not have sufficient assets to repay such indebtedness. As a result,
any default could have serious consequences to our financial condition. An event of default or an acceleration under these
arrangements could also cause a cross- default or cross- acceleration of another debt instrument or contractual obligation, which
would adversely impact our liquidity. We may not be granted waivers or amendments to these arrangements if for any reason
we are unable to comply with them, and we may not be able to refinance such arrangements on terms acceptable to us, or at all.
The reduction of our asset coverage requirement from 200 % to 150 % increases the amount of debt that we are permitted to
incur, such that the Company’ s maximum debt to equity ratio increased from a prior maximum of 1. Ox (equivalent of $ 1 of
debt outstanding for each $ 1 equity) to a maximum of 2. 0x (equivalent to $ 2 of debt outstanding for each $ 1 of equity).
Increased leverage could amplify the risks associated with investing in the Company. For example, if the value of the Company’
s assets decreases, although the asset base and expected revenues would be larger because increased leverage would permit the
Company to acquire additional assets, leverage will cause the Company’ s NAV to decline more sharply than it otherwise would
have without leverage or with lower leverage. Any decrease in the Company’ s revenue would cause its net income to decline
more sharply, on a relative basis, than it would have if the Company had not borrowed or had borrowed less. 37Fhe--- The
following table illustrates the effect of leverage on returns from an investment in our common stock as of December 31, 2623
2024 , assuming that we employ leverage such that our asset coverage equals (1) our actual asset coverage as of December 31,
2623-2024 and (2) 150 %, each at various annual returns, net of expenses and as of December 31, 2623-2024 . Fhe-36The
purpose of this table is to assist investors in understanding the effects of leverage. The calculations in the table below are
hypothetical and actual returns may be higher or lower than those appearing in the table below. Assumed Return on Our
Portfolio (Net of Expenses)- 10 %- 5 % 0 % 5 % 10 % Corresponding return to common stockholder assuming actual asset
coverage (1) (36-32.9-2) % (4921 .9-0) % (9. 8 %) % 21 . 8-5 % 43-12 . 8-7 % Corresponding return to common
stockholder assuming 150 % asset coverage (2) (43-42 .76 ) % (2827 .96 ) % (+412 . +6 ) % 6-2 . 74 % +5-17 . 64 % (1)
Assumes $ 736-676 . 8 million in total assets, $ 394356 . 0 million in debt outstanding and $ 34+6-286 . 8-1 million in net assets
as of December 31, 20623-2024 , and an average cost of funds of 6-5 . 52-94 %, which is our weighted average borrowing cost as



of December 31, 2023-2024 . (2) Assumes $ 973-893. 1 million in total assets, $ 572 . 3 million in tetal-assets; $-633S5-millien
t-debt outstandlng and $ 3+6-286 . &1 million in net assets as of December 31, 2623-2024 , and an average cost of funds of 6

. 94-29 %, which would be our weighted average borrowing cost assuming 150 % asset coverage as of December 31, 2623-2024
. Based on our outstanding indebtedness of $ 394-356 . 0 million as of December 31, 20623-2024 and an average cost of funds of
76 . 8788 %, 5.375 %, 5.375 %, 4. 00 %, 5. 625 %, 4. 250 % and 7. 875 %, which were the effective annualized interest rates
of the Credit Facility, 5. 375 % 2025 Notes, 5. 375 % 2026 Notes, 4. 000 % 2026 Notes, 5. 625 % 2027 Notes, 4. 250 % 2028
Notes and 7. 875 % 2028 Notes, respectively, as of that date, our investment portfolio must experience an annual return of at
least 3. 66-29 % to cover annual interest payments on our outstanding indebtedness. Based on our outstanding indebtedness of $
633-572 . 5-3 million (equal to an assumed 150 % asset coverage ratio) and an average cost of funds of 7-6 . 8788 %, 5. 375 %,
5.375 %, 4. 00 %, 5. 625 %, 4. 250 % and 7. 875 %, which were the effective annualized interest rates of the Credit Facility, 5
375 % 2025 Notes, 5. 375 % 2026 Notes, 4. 000 % 2026 Notes, 5. 625 % 2027 Notes, 4. 250 % 2028 Notes and 7. 875 % 2028
Notes, respectively, as of December 31, 2623-2024 , our investment portfolio must experience an annual return of at least 4. 75
19 % to cover annual interest payments on our outstanding indebtedness. Because we expect to distribute substantially all of our
ordinary income and net realized capital gains to our stockholders, we will need additional capital to finance our growth and
such capital may not be available on favorable terms, or at all. We will need additional capital to fund growth in our investment
portfolio. We may issue debt or equity securities or borrow from financial institutions in order to obtain this additional capital. A
reduction in the availability of new capital could limit our ability to grow. We are required to 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, each taxable
year to our stockholders to maintain our ability to be subject to tax as a RIC. As a result, these earnings will not be available to
fund new investments. If we are unable to obtain additional capital to fund new investments, this could limit our ability to grow,
which may have an adverse effect on the value of our securities. Since we are using debt to finance our investments, and we
may use additional debt or preferred stock financing going forward, changes in interest rates may affect our cost of capital, net
investment income, value of our common stock and our rate of return on invested capital. Since we are using debt to finance
investments, our net investment income will depend, in part, upon the difference between the rate at which we borrow funds and
the rate at which we invest those funds. As a result, a significant change in market interest rates may have a material adverse
effect on our net investment income. In periods of rising interest rates when we have debt outstanding, our cost of funds will
increase, which could reduce our net investment income. 38€enversely—- Conversely , in periods of falling interest rates, the
probability that our loans and other investments in portfolio companies will be pre- paid increases. In such event, we can offer
no assurance that we will be able to make new loans es-370n the same terms, or at all. If we cannot make new loans on terms
that are the same or better than the investments that are repaid, then our results of operations and financial condition will be
adversely affected. We expect that our investments will be financed primarily with equity and medium to long- term debt or
preferred stock. We may use interest rate risk management techniques in an effort to limit our exposure to interest rate
fluctuations. These techniques may include various interest rate hedging activities to the extent permitted by the 1940 Act.
These activities may limit our ability to benefit from lower interest rates with respect to the hedged portfolio. Adverse
developments resulting from changes in interest rates or hedging transactions could have a material adverse effect on our
business, financial condition and results of operations. Additionally, our ability to engage in hedging transactions also is limited
by rules adopted by the CFTC. Our Investment Adviser has claimed Exclusion from the definition of the term *“ commodity pool
operator ” under the CEA and, therefore, is not subject to registration or regulation as a commodity pool operator under such
Act. The Investment Adviser intends to affirm the Exclusion on an annual basis, and as of the date of this annual report on Form
10- K, has affirmed the Exclusion through the fiscal year ended December 31, 2623-2024 . You should also be aware that a rise
in the general level of interest rates can be expected to lead to higher interest rates applicable to our debt investments.
Accordingly, an increase in interest rates would make it easier for us to meet or exceed the incentive fee Hurdle Rate and may
result in a substantial increase in the amount of incentive fees payable to our Investment Adviser with respect to Pre- Incentive
Fee Net Investment Income. An increase in interest rates may decrease the value of any investments we hold which earn fixed
interest rates and also may increase our interest expense, thereby decreasing our net income, and also may make investments in
our common stock less attractive if we are not able to increase our distribution rate, which may reduce the market value of our
common stock. Following their publication on June 30, 2023, no settings of the London Interbank Offered Rate, or LIBOR,
continue to be published on a representative basis and publication of many non- U. S. dollar LIBOR settings has been entirely
discontinued. On July 29, 2021, the U. S. Federal Reserve System , or the Federal Reserve , in conjunction with the
Alternative Reference Rates Committee, a steering committee comprised of large U. S. financial institutions, formally
recommended replacing U. S.- dollar LIBOR with SOFR, a new index calculated by short- term repurchase agreements, backed
by Treasury securities. In April 2018, the Bank of England began publishing its proposed alternative rate, the Sterling Overnight
Index Average, or SONIA. Each of SOFR and SONIA significantly differ from LIBOR, both in the actual rate and how it is
calculated. Further, on March 15, 2022, the Consolidation Appropriations Act of 2022, which includes the Adjustable Interest
Rate (LIBOR) Act (“ LIBOR Act ), was signed into law in the United States. This legislation establishes a uniform benchmark
replacement process for certain financial contracts that mature after June 30, 2023 that do not contain clearly defined or
practicable LIBOR fallback provisions. The legislation also creates a safe harbor that shields lenders from litigation if they
choose to utilize a replacement rate recommended by the Board of Governors of the Federal Reserve. As in-addition;the- b3
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rates will affect our COSt of capital and net investment income. Because we borrow money to mdke inv estments our net
investment income will depend, in part, upon the difference between the rate at which we borrow funds and the rate at which we
invest those funds. 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 the event we use our existing debt to finance our investments. In periods
of rising interest rates, our cost of funds will increase to the extent we access any credit facility with a floating interest rate,
which could reduce our net investment income to the extent any debt investments have fixed interest rates. We expect that our
long- term fixed- rate investments will be financed primarily with issuances of equity and long- term debt securities. We may
use interest rate risk management techniques in an effort to limit our exposure to interest rate fluctuations. Such techniques may
include various interest rate hedging activities to the extent permitted by the 1940 Act. You should also be aware that a rise in
the general level of interest rates typically leads to higher interest rates applicable to our debt investments. We-38We are
exposed to risks associated with changes in interest rates, including increasing the eurrent-difficulty for portfolio companies
paying loansInterest rate risk refers to the risk of market changes in interest rates. Interest rate changes affect the value
of debt. In general, rising interest rates will negatively impact the price of fixed ratc environment-debt, and falling interest
rates will have a positive effect on price . General-Adjustable rate debt also reacts to intcrest rate changes in fluetaations
may-have-a substantial-negative-impaet-onrsimilar manner, although generally to a lesser degree. Interest rate sensitivity is
generally larger and less predictable in debt with uncertain payment et or investments-and-prepayment schedules.
Further, rising interest rates make it more difficult for borrowers to repay debt, which could increase the risk of
payment defaults. Any failure of one ot or investmentretarnsmore portfolio companies to repay or refinance its debt at
or prior to maturity or the inability of one or more portfolio companies to make ongoing payments following and-- an ;
aeeordingly,may-increase in contractual interest rates could have a material adverse effect on our investment-ebjeetive
business, financial condition, results of operations and eurnetinvestmentineeme-cash flows. From March 2022 to July
2023, the Federal Reserve periodically raised interest rates to combat inflation concerns and maintained the same
benchmark rate from July 2023 to September 2024. While the Federal Reserve cut its benchmark rate in the third
quarter of 2024 for the first time since March 2020 and indicated that there may be additional rate cuts in 2025,
following the most recent cut in December 2024, future reductions to benchmark rates are not certain. Additionally,
there can be no assurance that the Federal Reserve will not make upwards adjustments to the federal funds rate in the
future . Because we borrow money and may issue debt securities or preferred stock to make investments, our net investment
income is dependent upon the difference between the rate at which we borrow funds or pay interest or dividends on such debt
securities or preferred stock and the rate at which we invest these funds. If the fn-this-pertod-ofristng-interest rates increase ,

our interest income will increase as the majority of our portfolio bears interest at variable rates while our cost of funds will also
increase, to a lesser extent, given a portion of our indebtedness bears interest at fixed rates, with the net impact being an increase
to our net investment income, see “ [tem 7A. Quantitative and Qualitative Disclosures About Market Risk. ” Conversely, if
interest rates decrease we may earn less interest income from investments and our cost of funds will also decrease, to a lesser
extent, resulting in lower net 48inrvestment—- investment income. From time to time, we may also enter into certain hedging
transactions to mitigate our exposure to changes in interest rates. However, we cannot assure you that such transactions will be
successful in mitigating our exposure to interest rate risk. There can be no assurance that a significant change in market interest
rates will not have a material adverse effect on our net investment income. Our portfolio primarily consists of fixed and floating
rate investments. Market prices tend to fluctuate more for fixed- rate securities that have longer maturities. Although we have no
policy governing the maturities of our investments, under current market conditions we expect that we will invest in a portfolio
of debt generally having maturities of up to 10 years. Market prices for debt that pays a fixed rate of return tend to decline as
interest rates rise. This means that we are subject to greater risk (other things being equal) than a fund invested solely in shorter-



term, fixed- rate securities. Market prices for floating rate investments may also fluctuate in rising rate environments with prices
tending to decline when credit spreads widen. A decline in the prices of the debt we own could adversely affect our net assets
resulting from operations and the market price of our common stock. If general interest rates rise, there is a risk that the

portfolio companies in which we hold floating rate securities will be unable to pay escalating interest amounts, which could
result in a default under their loan documents with us. Rising interest rates could also cause portfolio companies to shift cash
from other productive uses to the payment of interest, which may have a material adverse effect on their business and operations
and could, over time, lead to increased defaults. In addition, rising interest rates may increase pressure on us to provide fixed rate
loans to our portfolio companies, which could adversely affect our net investment income, as increases in our cost of borrowed
funds would not be accompanied by increased interest income from such fixed- rate investments. fnflatien-39Inflation has
adversely affected and may continue to adversely affect the business, results of operations and financial condition of our
portfolio companies. Certain of our portfolio companies are in industries that have been impacted by inflation. Recent
inflationary pressures have increased the costs of labor, energy and raw materials and have adversely affected consumer
spending, economic growth and our portfolio companies’ operations. If such portfolio companies are unable to pass any
increases in their costs of operations along to their customers, it could adversely affect their operating results and impact their
ability to pay interest and principal on our loans, particularly if interest rates rise in response to inflation. In addition, any
projected future decreases in our portfolio companies’ operating results due to inflation could adversely impact the fair value of
those investments. Any decreases in the fair value of our 1nvestrnents could result in future reahzed or unreahzed losses and
therefore reduce our net assets resultmg from operatrons - e ; ; 3 as-ratsed
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difficulty for portfolio companies paying loans . ” We may expose ourselves to risks by engaging in hedging transactions. We

currently engage in currency or interest rate hedging transactions as such transactions are permitted under the 1940 Act and
applicable commodities law. By engaging in hedging transactions, we may expose ourselves to risks associated with such
transactions, including the risk of counterparty default. In this regard, we utilize instruments such as futures and forward
contracts, and may in the future utilize 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 us to realize a gain on a net basis if the values of the underlying
portfolio positions should increase. Moreover, it may not be possible to hedge against an exchange rate 4ter-or interest rate
fluctuation that is so generally anticipated that we are not able to enter into a hedging transaction at an acceptable price. While
we have entered into transactions to seek to reduce currency exchange rate and interest rate risks, unanticipated changes in
currency exchange rates or interest rates or counterparty default may result in poorer overall investment performance than if we
had not engaged in any hedging transactions. In addition, 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 or be able 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 position 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 because the value of those securities may also fluctuate as a result of factors
not related to currency fluctuations. In addition, derivatives may expose us to leverage risk, market risk, counterparty risk,
liquidity risk, operational risk and legal risk. Our ability to enter into transactions involving derivatives and financial
commitment transactions may be limited. Under SEC Rule 18f- 4, related to the use of derivatives, short sales, reverse
repurchase agreements and certain other transactions by business development companies and registered investment companies,
we are permitted to enter into derivatives and other transactions that create future payment or delivery obligations,
notwithstanding the senior security provisions of the 1940 Act if we comply with certain value- at- risk leverage limits and
derivatives risk management program and board oversight and reporting requirements or comply with a “ limited derivatives
users ~ exception. We expect to operate under the limited derivatives users exception. We may change this election and comply
with the other provisions of Rule 18f- 4 related to derivatives transactions at any time and without notice. To satisfy the limited
derivatives users exception, we have adopted and implemented written policies and procedures to manage our derivatives risk
and limit our derivatives exposure in accordance with Rule 18f- 4. We also are permitted to enter into reverse repurchase
agreements or similar financing transactions notwithstanding the senior security provisions of the 1940 Act if we aggregate the
amount of indebtedness associated with our reverse repurchase agreements or similar finaneing-40financing transactions with
the aggregate amount of any other senior securities representing indebtedness when calculating our asset coverage ratios. In
addition, we are permitted to invest in a security on a when- issued or forward- settling basis, or with a non- standard settlement
cycle, and the transaction will be deemed not to involve a senior security under the 1940 Act, provided that (i) we intend to
physically settle the transaction and (ii) the transaction will settle within 35 days of its trade date (the * Delayed- Settlement
Securities Provision ”’). We may otherwise engage in such transactions that do not meet the conditions of the Delayed-
Settlement Securities Provision so long as we treat any such transaction as a *“ derivatives transaction ” for purposes of
compliance with the rule. Furthermore, we are permitted to enter into an unfunded commitment agreement, and such unfunded
commitment agreement will not be subject to the asset coverage requirements under the 1940 Act, if we reasonably believe, at
the time we enter into such agreement, that we will have sufficient cash and cash equivalents to meet our obligations with
respect to all such agreements as they come due. There are significant potential conflicts of interest that could affect our



investment returns. As a result of our arrangements with H. 1. G. Capital and the Investment Committee, there may be times
when H. I. G. Capital or the Investment Committee have interests that differ from those of our stockholders, giving rise to a
conflict of interest. There are conflicts related to obligations the Investment Committee, our Investment Adviser or its affiliates
have to other clients. The members of the Investment Committee serve or may serve as officers, directors or principals of
entities that operate in the same or a related line of business as we do, or of investment funds managed by our Investment
Adviser or its affiliates. Similarly, our Investment Adviser or its affiliates may have other clients with similar, 42different-—-
different or competing investment objectives. In serving in these multiple capacities, the members of the Investment Committee
and personnel of our Investment Adviser or its affiliates may have obligations to other clients or investors in those entities, the
fulfillment of which could conflict with our best interests or the best interests of our stockholders. For example, the members of
the Investment Committee have, and will continue to have, management responsibilities for other investment funds, accounts or
other investment vehicles managed or sponsored by our Investment Adviser and its affiliates, including entities that may raise
additional capital from time to time. The allocation of time and focus by members of the Investment Committee and personnel
of our Investment Adviser and its affiliates to these other investment funds, accounts and investment vehicles could reduce the
time that such individuals have to spend on our investing activities. These other investment funds, accounts or investment
vehicles may have different fee and expense arrangements, including requirements to share or offset certain fees from portfolio
companies, than those paid by us to the Investment Adviser, which can create an incentive for our Investment Adviser to favor
such other investment funds, accounts or investment vehicles. Our investment objective overlaps or may overlap with the
investment objectives of such affiliated investment funds, accounts or other investment vehicles. We can compete with these
investment funds, accounts and investment vehicles for capital and investment opportunities. As a result, members of our
Investment Committee and personnel of our Investment Adviser or its affiliates could face conflicts in the allocation of
investment opportunities among us and other investment funds, accounts or other investment vehicles. Our Investment Adviser
will seek to allocate investment opportunities among eligible accounts in a manner that is fair and equitable over time and
consistent with its allocation policy. However, we cannot assure you that such opportunities will be allocated to us fairly or
equitably in the short- term or over time or that there may not be inadvertent errors in our application of our Investment Advisor’
s allocation policy, and there can be no assurance that we will be able to participate in all investment opportunities that are
suitable to us. Where we are able to co- invest consistent with the requirements of the 1940 Act, including the Exemptive Relief
Order, if sufficient securities or loan amounts are available to satisfy our and each such account’ s proposed demand, we expect
that the opportunity will be allocated in accordance with our Investment Adviser’ s pre- transaction determination. If there is an
insufficient amount of an investment opportunity to satisfy our demand and that of other accounts sponsored or managed by our
Investment Adviser or its affiliates, the allocation policy further provides that allocations among us and such other accounts will
generally be made pro rata based on each account’ s available capital in the asset class being allocated, up to the amount
proposed to be invested by each account. However, there can be no assurance that we will be able to participate in all suitable
investment opportunities. Where we are-41are unable to co- invest consistent with the requirements of the 1940 Act, our
Investment Adviser’ s allocation policy provides for investments to be allocated on a rotational basis to assure that all clients
have fair and equitable access to such investment opportunities. The Investment Committee, our Investment Adviser or its
affiliates may, from time to time, possess material non- public information, limiting our investment discretion. Principals of our
Investment Adviser and its affiliates and members of the Investment Committee may serve as directors of, or in a similar
capacity with, companies in which we invest, the securities of which are purchased or sold on our behalf. If we obtain material
nonpublic information with respect to such companies, or we become subject to trading restrictions under the internal trading
policies of those companies or as a result of applicable law or regulations, we could be prohibited for a period of time from
purchasing or selling the securities of such companies, and this prohibition may have an adverse effect on us. Our incentive fee
structure may create incentives for our Investment Adviser that are not fully aligned with the interests of our stockholders and
may induce our Investment Adviser to make speculative investments. In the course of our investing activities, we pay
management and incentive fees to our Investment Adviser. The incentive fee payable by us to our Investment Adviser may
create an incentive for our Investment Adviser to make investments on our behalf that are risky or more speculative than would
be the case in the absence of such compensation arrangement. The management fee is based on our consolidated gross assets.
As a result, investors in our common stock will invest on a “ gross ” basis and receive distributions on a “ net ” basis after
expenses, resulting in a lower rate of return than one might achieve through direct investments. Because the management fee is
based 43em-on our consolidated gross assets, our Investment Adviser benefits when we incur debt or use leverage. The use of
leverage increases the likelihood of default, which disfavors the holders of our common stock. Additionally, under the incentive
fee structure, our Investment Adviser may benefit when capital gains are recognized and, because our Investment Adviser
determines when a holding is sold, our Investment Adviser controls the timing of the recognition of such capital gains. Our
board of directors is charged with protecting our interests by monitoring how our Investment Adviser addresses these and other
conflicts of interest associated with its management services and compensation. While they are not expected to review or
approve each investment or realization, our independent directors periodically review our Investment Adviser’ s services and
fees as well as its portfolio management decisions and portfolio performance. In connection with these reviews, our independent
directors consider whether such fees and our expenses (including those related to leverage) remain appropriate. As a result of
this arrangement, our Investment Adviser or its affiliates may from time to time have interests that differ from those of our
stockholders, giving rise to a conflict. Unlike that portion of the incentive fee based on income, there is no Hurdle Rate
applicable to the incentive fee based on net capital gains. As a result, our Investment Adviser may seek to invest more capital in
investments that are likely to result in capital gains as compared to income producing securities. This practice could cause us to
invest in more speculative securities than would otherwise be the case, which could result in higher investment losses,
particularly during economic downturns. In addition, under the terms of the Incentive Fee Cap and Deferral Mechanism, the



amount of incentive fees earned by our Investment Adviser will depend, in part, upon the timing of capital gains or losses in our
investment portfolio, as well as the timing of our recognition of income. Depending on the circumstances, there may be a lag of
as long as 12 fiscal quarters between the occurrence of an event giving rise to an obligation to pay incentive fees to the
Investment Adviser and the payment of such incentive fees. Therefore, investors who acquire shares of our common stock may
pay indirectly to our Investment Adviser incentive fees in respect of income or capital gains that were received by or paid to us
before such investor becomes a stockholder. As a result, such investors may not participate in the income or capital gains giving
rise to such indirect expense. 44Fhe-42The valuation process for certain of our portfolio holdings creates a conflict of interest.
We expect to make many portfolio investments in the form of securities that are not publicly traded. As a result, the Investment
Adpviser, as the Company’ s ““ valuation designee ”, subject to the oversight of our board of directors, determines the fair value of
these securities in good faith under our valuation policies and procedures. In connection with that determination, our Investment
Adviser’ s investment professionals provide our board of directors with portfolio company valuations based upon the most
recent portfolio company financial statements available and projected financial results of each portfolio company. In addition,
certain members of our board of directors have an indirect pecuniary interest in our Investment Adviser. The participation of our
Investment Adviser’ s investment professionals in our valuation process, and the indirect pecuniary interest in our Investment
Adviser by certain members of our board of directors, could result in a conflict of interest as the management fee paid to our
Investment Adviser is based, in part, on our consolidated gross assets. In addition, on December 3, 2020, the SEC announced
that it adopted Rule 2a- 5 under the 1940 Act, which established an updated regulatory framework for determining fair value in
good faith for purposes of the 1940 Act. Effective September 8, 2022, the Board designated the Investment Adviser as the
Company’ s valuation designee to perform the fair value determinations relating to all of our investments, subject to the
oversight of the Board. The Investment Adviser as the valuation designee: ® periodically assesses and manage valuation risks; ®
establishes and applies fair value methodologies; e tests fair value methodologies; ® oversees and evaluates third- party pricing
services; ® provides the Board with reporting required under Rule 2a- 5 under the 1940 Act; and @ maintains recordkeeping
requirements under Rule 2a- 5. It is expected that the Company will have a limited ability to obtain accurate market quotations
for purposes of valuing most of its investments, which may require the Investment Adviser to estimate in accordance with
valuation policies established by the Board. We have conflicts related to other arrangements with our Investment Adviser or its
affiliates. We have entered into a license agreement with an affiliate of H. I. G. Capital pursuant to which H. I. G. Capital has
granted us a non- exclusive, royalty- free license to use the name “ WhiteHorse ™. In addition, we pay to WhiteHorse
Administration our allocable portion of overhead and other expenses incurred by WhiteHorse Administration in performing its
obligations under the Administration Agreement, such as rent and our allocable portion of the cost of our chief financial officer
and chief compliance officer and their respective staffs. These arrangements create conflicts of interest that our board of
directors must monitor. Our Investment Adviser may be paid incentive compensation even if we incur a net loss, and we cannot
recover any portion of the incentive fee previously paid. Our Investment Adviser is entitled to incentive compensation for each
fiscal quarter in an amount equal to a percentage of our Pre- Incentive Fee Net Investment Income, subject to the Hurdle Rate, a
catch- up provision and the Incentive Fee Cap and Deferral Mechanism. Our Pre- Incentive Fee Net Investment Income
excludes realized and unrealized capital losses that we may incur in the fiscal quarter, even if such capital losses result in a net
loss for that quarter. Thus, we may be required to pay our Investment Adviser incentive compensation for a fiscal quarter even if
we incur a net loss. In addition, if we pay the capital gains portion of the incentive fee and 45thereafter—- thereafter experience
additional reatized-43realized capital losses or unrealized capital depreciation, we will not be able to recover any portion of the
incentive fee previously paid. Our ability to enter into transactions with our affiliates is restricted, which may limit the scope of
investments available to us. We are prohibited under the 1940 Act from participating in certain transactions with our affiliates
without the prior approval of our independent directors and, in some cases, of the SEC. The Exemptive Relief Order permits us
to participate in negotiated investments with our affiliates that would otherwise be prohibited by the 1940 Act, subject to certain
conditions. Any person that owns, directly or indirectly, five percent or more of our outstanding voting securities will be our
affiliate for purposes of the 1940 Act, and we are generally prohibited from buying or selling any security from or to, or entering
into certain “ joint ” transactions (which could include investments in the same portfolio company) with such affiliates, absent
the prior approval of our independent directors. Our Investment Adviser and its affiliates, including persons that control, or are
under common control with, us or our Investment Adviser, are also considered to be our affiliates under the 1940 Act. We may
invest alongside other clients of our Investment Adviser and its affiliates in certain circumstances where doing so is consistent
with applicable law, the terms of our Exemptive Relief Order, SEC staff interpretations and / or exemptive relief issued by the
SEC. For example, we may invest alongside such accounts consistent with guidance promulgated by the staff of the SEC
permitting us and such other accounts to purchase interests in a single class of privately placed securities so long as certain
conditions are met, including that our Investment Adviser, acting on our behalf and on behalf of other clients, negotiates no term
other than price. We may also invest alongside our Investment Adviser’ s other clients as otherwise permissible under regulatory
guidance, applicable regulations and the allocation policy of H. I. G. Capital and our Investment Adviser. Under this allocation
policy, a fixed calculation, based on the type of investment, will be applied to determine the amount of each opportunity to be
allocated to us. This allocation policy will be periodically approved by our Investment Adviser and reviewed by our independent
directors. We expect that these determinations will be made similarly for other accounts sponsored or managed by our
Investment Adviser and its affiliates. If sufficient securities or loan amounts are available to satisfy our and each such account’ s
proposed demand, we expect that the opportunity will be allocated in accordance with our Investment Adviser’ s pre-
transaction determination. Where there is an insufficient amount of an investment opportunity to satisfy us and other accounts
sponsored or managed by our Investment Adviser or its affiliates, the allocation policy further provides that, except as may
otherwise be provided by the Exemptive Relief Order, allocations among us and such other accounts will generally be made pro
rata based on the amount that each such party would have invested if sufficient securities or loan amounts were available.



However, we can offer no assurance that investment opportunities will be allocated to us fairly or equitably in the short- term or
over time. The Exemptive Relief Order permits greater flexibility to negotiate the terms of co- investments and requires our
board of directors to determine that it would be advantageous for us to co- invest with other accounts sponsored or managed by
our Investment Adviser or its affiliates in a manner consistent with our investment objective, positions, policies, strategies and
restrictions, as well as regulatory requirements and other relevant factors. See “ Related Party Transactions and Certain
Relationships. ” We cannot assure you, however, that we will continue to develop opportunities that comply with such
limitations. In situations where co- investment with other accounts managed by our Investment Adviser or its affiliates is not
permitted or appropriate, H. I. G. Capital and our Investment Adviser will need to decide which client will proceed with the
investment. Our Investment Adviser’ s allocation policy provides, in such circumstances, for investments to be allocated on a
rotational basis to assure that all clients of our Investment Adviser and its affiliates have fair and equitable access to such
investment opportunities. Moreover, except in certain circumstances, we will be unable to invest in any issuer in which a fund
managed by our Investment Adviser or its affiliates has previously invested. Similar restrictions limit our ability to transact
business with our officers or 46direetors—- directors or their affiliates. These restrictions may limit the scope of investment
opportunities that would otherwise be available to us. Gutr-440ur portfolio investments will be recorded at fair value as
determined in good faith by the Investment Adviser as the Company’ s valuation designee, subject to the oversight of our board
of directors. As a result, there will be uncertainty as to the value of our portfolio investments. Many of our portfolio investments
will take the form of securities that are not publicly traded. The fair value of securities and other investments that are not
publicly traded may not be readily determinable, and we value these securities at fair value as determined in good faith by the
Investment Adviser as the Company’ s valuation designee, subject to the oversight of our board of directors, including to reflect
significant events affecting the value of our securities. As discussed in more detail under “ Management’ s Discussion and
Analysis of Financial Condition and Results of Operations — Critical Accounting Policies and Estimates, ™ all of our
investments (other than cash and cash equivalents) are classified as Level 3 under Financial Accounting Standards Board, or
FASB, Accounting Standards Codification, or ASC, Topic 820, Fair Value Measurements and Disclosures, or ASC Topic 820.
This means that our portfolio valuations are based on unobservable inputs and our own assumptions about how market
participants would price the asset or liability in question. Inputs into the determination of fair value of our portfolio investments
require significant management judgment or estimation. Even if observable market data are available, such information may be
the result of consensus pricing information or broker quotes, which include a disclaimer that the broker would not be held to
such a price in an actual transaction. Consensus pricing is a methodology for the determination of fair value based on quotations
from market makers. These quotations include a disclaimer that the market maker would not be held to such a price in an actual
transaction. The non- binding nature of consensus pricing and / or quotes accompanied by disclaimers materially reduces the
reliability of such information. In addition, on December 3, 2020, the SEC announced that it adopted Rule 2a- 5 under the 1940
Act, which established an updated regulatory framework for determining fair value in good faith for purposes of the 1940 Act.
We have retained the services of several independent service providers to periodically review the valuation of securities for
which there is no market guided price or that are thinly traded. The types of factors that the Investment Adviser may take into
account in determining the fair value of our investments generally include, as appropriate, comparison to publicly traded
securities, including such factors as yield, maturity and measures of credit quality, the enterprise value of a portfolio company,
the nature and realizable value of any collateral, the portfolio company’ s ability to make payments and its earnings and
discounted cash flow, the markets in which the portfolio company does business and other relevant factors. Because such
valuations, and particularly valuations of private securities and private companies, are inherently uncertain, may fluctuate over
short periods of time and may be based on estimates, our determinations of fair value may differ materially from the values that
would have been used if a ready market for these securities existed. In addition, the determination of fair value and thus the
amount of unrealized losses we may incur in any year, is, to a degree, subjective, in that it is based on unobservable inputs and
certain assumptions. Our NAV could be adversely affected if our determinations regarding the fair value of our investments
were materially higher than the values that we ultimately realize upon the disposal of such securities. We adjust the valuation of
our portfolio quarterly to reflect the Investment Adviser’ s determination of the fair value of each investment in our portfolio.
Any changes in fair value are recorded in our consolidated statements of operations as net change in unrealized appreciation or
depreciation. The lack of liquidity in our investments may adversely affect our business. We generally make investments in
private companies. Substantially all of these investments are subject to legal and other restrictions on resale or are otherwise 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 may face other restrictions on our
ability to 4Fieuidate—- liquidate an investment in a portfolio company if we have material non- public information regarding
such portfolio company. Priee-4SPrice declines and illiquidity in the corporate debt markets may adversely affect the fair value
of our portfolio investments, reducing our NAV through increased net unrealized depreciation. As a business development
company, 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 the valuation designee, subject to board oversight and certain other conditions, under our valuation
policy and process. As part of the valuation process, we may take into account the following types of factors, if relevant, in
determining the fair value of our investments: ® a comparison of the portfolio company’ s securities to publicly traded
securities; @ the enterprise value of the portfolio company; e the nature and realizable value of any collateral; @ the portfolio
company’ s ability to make payments and its earnings; @ changes in the interest rate environment and the credit markets
generally that may affect the price at which similar investments may be made in the future and other relevant factors. When an
external event such as a purchase transaction, public offering or subsequent equity sale occurs, we use the pricing indicated by
the external event to corroborate our valuation. We record decreases in the market values or fair values of our investments as



unrealized depreciation. Declines in prices and liquidity in the corporate debt markets may result in significant net unrealized
depreciation in our portfolio. The effect of all of these factors on our portfolio may reduce our NAV by increasing net
unrealized depreciation in our portfolio, and therefore creating a challenging environment in which to raise debt and equity
capital. As a business development company, we are generally not able to issue additional shares of common stock at a price
less than NAV without first obtaining approval for such issuance from our stockholders and our independent directors.
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 effect on our business, financial condition, results of operations and cash flows.
We may experience fluctuations in our quarterly results. We could experience fluctuations in our quarterly operating results due
to a number of factors, including the interest rate payable on the debt securities and loans we acquire, the default rate on such
securities, the level of our expenses, variations in, and the timing of the recognition of, realized and unrealized gains or losses,
the degree to which we encounter competition in our markets and general economic conditions. As a result of these factors,
results for any period should not be relied upon as being indicative of performance in future periods. Changes in laws or
regulations governing our operations may adversely affect our business or cause us to alter our business strategy. We and our
portfolio companies are subject to regulation at the local, state and federal level. We are also subject to federal, state and local
laws and regulations and are subject to judicial and administrative decisions, as well as interpretations or directives from the U.
S. presidential administration and others in the executive branch, that affect our operations, including maximum interest rates,
fees and other charges, disclosures to portfolio companies, the terms of secured transactions, collection and foreclosure
proceedings and other trade practices. The Biden administration has-enacted significant changes to the existing U. S. tax rules
that include, among others, a minimum tax on book income and profits of certain multinational corporations, and there are a
number of 48prepesals—- proposals in the U. S. Congress that would similarly modify the existing U. S. tax rules. If additional
regulations are adopted, if existing laws, regulations or decisions change, or if we expand our business into additional
jurisdictions, we may have to incur significant expenses in order to comply er460r we might have to restrict our operations.
New legislation may be enacted or new interpretations, rulings or regulations could be adopted, including those governing the
types of investments we or our portfolio companies are permitted to make, any of which could harm us and our stockholders,
potentially with retroactive effect. Additionally, changes to or repeal of the laws and regulations governing our operations
related to permitted investments may cause us to alter our investment strategy in order to avail ourselves of new or different
opportunities. Such changes could result in material differences to the strategies and plans set forth in this annual report on Form
10- K and may shift our investment focus from the areas of expertise of our Investment Adviser to other types of investments in
which our Investment Adviser may have little or no expertise or experience. Any such changes, if they occur, could have a
material adverse effect on our results of operations and the value of your investment. Our board of directors may change our
investment objective, operating policies and strategies without prior notice or stockholder approval. Our board of directors has
the authority to modify or waive certain of our operating policies and strategies without prior notice and without stockholder
approval (except as required by the 1940 Act). However, absent stockholder approval, we may not change the nature of our
business so as to cease to be, or withdraw our election as, a business development company. We cannot predict the effect that
any changes to our current operating policies and strategies would have on our business, operating results and value of our stock.
Nevertheless, the effects of any such changes may adversely affect our business and impact our ability to make distributions.
Additionally, changes to the laws and regulations governing our operations, including those associated with RICs, may cause us
to alter our investment strategy in order to avail ourselves of new or different opportunities or result in the imposition of
corporate- level taxes on us. Such changes could result in material differences to our strategies and plans and may shift our
investment focus from the areas of expertise of WhiteHorse Advisers to other types of investments in which WhiteHorse
Advisers may have little or no expertise or experience. Any such changes, if they occur, could have a material adverse effect on
our results of operations and the value of your investment. If we invest in commodity interests in the future, WhiteHorse
Advisers may determine not to use investment strategies that trigger additional regulation by the CFTC or may determine to
operate subject to CFTC regulation, if applicable. If we or WhiteHorse Advisers were to operate subject to CFTC regulation, we
may incur additional expenses and would be subject to additional regulation. In addition, certain regulations applicable to debt
securitizations implementing credit risk retention requirements in both the United States and in the European Union can
adversely affect certain amendments to or new issuances by the Credit Facility and may prevent us from entering into certain
securitization transactions. These risk retention rules may increase our cost of funds or may prevent us from completing future
securitization transactions or certain amendments to our existing debt securitizations. Over the last several years, there also has
been an increase in regulatory attention to the extension of credit outside of the traditional banking sector, raising the possibility
that some portion of the non- bank financial sector will be subject to new regulation. While it cannot be known at this time
whether any regulation will be implemented or what form it will take, increased regulation of no- bank credit extension could
negatively impact our operations, cash flows or financial condition, impose additional costs on us, intensify the regulatory
supervision of us or otherwise adversely affect our business, financial condition and results of operations. 49Previstons—-
Provisions of the DGCL, our certificate of incorporation and bylaws, and our various debt instruments could deter takeover
attempts and have an adverse effect on the price of our common stock and the rights of our common stockholders. The DGCL
contains provisions that may discourage, delay or make more difficult a change in control of us or the removal of our directors.
Our certificate of incorporation and bylaws contain provisions that limit liability and provide for indemnification of our directors
and officers. These provisions and others also may have the effect of deterring hostile takeovers or delaying changes in control
or management. We are subject to Section 203 of the DGCL, the appleation-47application of which is subject to any applicable
requirements of the 1940 Act. This section generally prohibits us from engaging in mergers and other business combinations
with stockholders that beneficially own 15 % or more of our voting stock, or with their affiliates, unless our directors or
stockholders approve the business combination in the prescribed manner. Our board of directors may adopt a resolution



exempting from Section 203 of the DGCL any business combination between us and any other person, subject to prior approval
of such business combination by our board of directors, including approval by a majority of our directors who are not
interested persons. ” If the resolution exempting business combinations is repealed or our board of directors does not approve a
business combination, Section 203 of the DGCL may discourage third parties from trying to acquire control of us and increase
the difficulty of consummating such an offer. We have also adopted measures that may make it difficult for a third party to
obtain control of us, including provisions of our certificate of incorporation classifying our board of directors in three classes
serving staggered three- year terms, and provisions of our certificate of incorporation authorizing our board of directors to
classify or reclassify shares of our preferred stock in one or more classes or series and to cause the issuance of additional shares
of our stock. These provisions, as well as other provisions of our certificate of incorporation and bylaws, may delay, deter or
prevent a transaction or a change in control that might otherwise be in the best interests of our stockholders. In addition, if we
issue preferred stock, such securities would rank “ senior ” to common stock in our capital structure, resulting in preferred
stockholders having separate voting rights, dividend and liquidation rights, and possibly other rights, preferences or privileges
more favorable than those granted to holders of our common stock. If we or one of our affiliates approved by the Lender is no
longer the portfolio manager under the Credit Facility or if certain change of control events occur, then an event of default will
occur under the Credit Facility which could have a material adverse effect on our business, financial condition and results of
operations. A change of control under the Credit Facility occurs if (1) we or our affiliates, collectively, (i) cease to possess,
directly or indirectly, the right to elect or appoint managers that at all times have a majority of the votes of the board of
managers (or similar governing body) of WhiteHorse Credit or to direct the management policies and decisions of WhiteHorse
Credit or (ii) cease, directly or indirectly, to own and control legally and beneficially all of the equity interests of WhiteHorse
Credit or (2) WhiteHorse Advisers or its affiliates, collectively, cease to be our investment adviser. The occurrence of an event
of default could result in us being unable to make distributions to our stockholders sufficient to maintain our ability to be subject
to tax as a RIC, or at all, terminates the reinvestment period if then in effect, permits the facility agent on behalf of the Lender to
take over management of WhiteHorse Credit” s portfolio and to direct the liquidation of its assets, all of which could have a
material adverse effect on our business, financial condition and results of operations. For a description of the effects of a change
in control event under our Note Purchase Agreements, see “ Risks Relating to our Other Indebtedness — We may not be able to
prepay Private Notes upon a change in control. ” Our Investment Adviser can resign on 60 days’ notice, and we may not be able
to find a suitable replacement within that time, resulting in a disruption in our operations that could adversely affect our financial
condition, business and results of operations. Our Investment Adviser has the right, under the Investment Advisory Agreement,
to resign at any time upon not less than 60 days’ written notice, whether we have found a replacement or not. If our Investment
Adviser resigns, we may not be able to find a new investment adviser or hire internal management with similar expertise and
ability to provide the same or equivalent services on acceptable terms within 60 days, or at all. If we are 56unable-- unable to
do so quickly, our operations are likely to experience a disruption, our financial condition, business and results of operations as
well as our ability to pay distributions are likely to be adversely affected and the market price of our shares may decline. In
addition, the coordination of our internal management and investment activities 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 our Investment
Adviser and its affiliates for such person or persons to serve as our investment adviser. Even if we are able to retain comparable
management, whether internal or external, the integration of such management and their lack of familiarity with our investment
objective may result in additional costs and time delays that may adversely affect our business, financial condition, results of
operations and cash flows. ©ur-480ur Administrator can resign on 60 days’ notice, and we may not be able to find a suitable
replacement within that time, resulting in a disruption in our operations that could adversely affect our financial condition,
business and results of operations. Our Administrator has the right, under the Administration Agreement, to resign at any time
upon 60 days’ notice, whether we have found a replacement or not. If our Administrator resigns, we may not be able to find a
new administrator or hire internal management with similar expertise and ability to provide the same or equivalent services on
acceptable terms within 60 days, or at all. If we are unable to do so quickly, our operations are likely to experience a disruption,
our financial condition, business and results of operations as well as our ability to pay distributions are likely to be adversely
affected and the market price of our shares may decline. In addition, the coordination of our internal management and
administrative activities is likely to suffer if we are unable to identify and reach an agreement with a service provider or
individuals with the expertise possessed by our Administrator to serve as our replacement administrator. Even if we are able to
retain a comparable service provider or individuals to perform such services, whether internal or external, their integration into
our business and lack of familiarity with our operations may result in additional costs and time delays that may adversely affect
our business, financial condition, results of operations and cash flows. Efforts to comply with Section 404 of the Sarbanes-
Oxley Act involve significant expenditures, and non- compliance with Section 404 of the Sarbanes- Oxley Act may adversely
affect us and the market price of our common stock. Under current SEC rules, we are required to report on our internal control
over financial reporting pursuant to Section 404 (a) of the Sarbanes- Oxley Act of 2002, as amended, or the Sarbanes- Oxley
Act, and related rules and regulations of the SEC. We are required to review on an annual basis our internal control over
financial reporting, and on a quarterly and annual basis to evaluate and disclose changes in our internal control over financial
reporting. As a result, we incur additional expenses that may negatively impact our financial performance and our ability to
make distributions. This process also results in a diversion of management’ s time and attention. We may not be able to ensure
that the process is effective or that our internal control over financial reporting is or will be effective in a timely manner. In the
event that we are unable to maintain or achieve compliance with Section 404 of the Sarbanes- Oxley Act and related rules, we
and the market price of our common stock may be adversely affected. Our Investment Adviser’ s liability is limited under the
Investment Advisory Agreement, and we have agreed to indemnify our Investment Adviser against certain liabilities, which may
lead our Investment Adviser to act in a riskier manner on our behalf than it would when acting for its own account. Under the



Investment Advisory Agreement, our Investment Adviser does not assume any responsibility to us, other than the obligation to
render the services called for under those agreements, and it is not responsible for any action of our board of directors in
following or declining to follow our Investment Adviser’ s advice or recommendations. Our Investment Adviser maintains a
contractual and fiduciary relationship with us. Under the terms of the Investment Advisory Agreement, our Investment Adviser,
its officers, members, personnel, agents, any person controlling or controlled by our Investment Adviser are not liable to us, any
subsidiary of ours, our S+direetors—- directors , our stockholders or any subsidiary’ s stockholders or partners for acts or
omissions performed in accordance with and pursuant to the Investment Advisory Agreement, except those resulting from acts
constituting gross negligence, willful misconduct, bad faith or reckless disregard of our Investment Adviser’ s duties under the
Investment Advisory Agreement. In addition, we have agreed to indemnify our Investment Adviser and each of its officers,
directors, members, managers and employees from and against any claims or liabilities, including reasonable legal fees and other
expenses reasonably incurred, arising out of or in connection with our business and operations or any action taken or omitted on
our behalf pursuant to authority granted by the Investment Advisory Agreement, except where attributable to gross negligence,
willful misconduct, bad faith or reckless disregard of such person’ s duties under the Investment Advisory Agreement and the
sub- collateral management agreement. These protections may lead our Investment Adviser to act in a riskier manner when
acting on our behalf than it would when acting for its own account. Risks-49Risks Relating to our InvestmentsOur investments
may be risky, and you could lose all or part of your investment. We invest primarily in (1) first lien senior secured loans, (2)
second lien senior secured loans, (3) “ one- stop ”” or “ unitranche ” senior secured loans, (4) mezzanine loans and (5) to a lesser
extent, selected equity co- investments in lower middle market companies. We invest primarily in securities that are rated below
investment grade by rating agencies or that may be rated below investment grade if they were so rated. Below investment grade
securities, which are often referred to as “ junk ” bonds, are viewed as speculative investments because of concerns with respect
to the issuer’ s capacity to pay interest and repay principal. Secured Loans. When we extend first lien senior secured, second
lien senior secured and unitranche loans, we generally take a security interest in the available assets of these portfolio
companies, including the equity interests of their subsidiaries. We expect this security interest to help mitigate the risk that we
will not be repaid. However, there is a risk that the collateral securing our loans may decrease in value over time, may be
difficult to sell in a timely manner, may be difficult to appraise and may fluctuate in value based upon the success of the
business and market conditions, including as a result of the inability of the portfolio company to raise additional capital. Also, in
the case of first lien senior secured loans, our lien may be subordinated to claims of other creditors and, in the case of second
lien senior secured loans, our liens will be subordinated to claims of certain other creditors. In addition, deterioration in a
portfolio company’ s financial condition and prospects, including its inability to raise additional capital, may be accompanied by
deterioration in the value of the collateral for the loan. Consequently, the fact that a loan is secured does not guarantee that we
will receive principal and interest payments according to the loan’ s terms, or at all, or that we will be able to collect on the loan
should we be forced to enforce our remedies. “ Unitranche ” Loans. We also invest in “ unitranche ” senior secured loans, which
are a combination of senior secured and subordinated financing in the same facility, generally in a first- lien position. Unitranche
secured loans provide all of the debt needed to finance a leveraged buyout or other corporate transaction, both senior and
subordinated, but generally in a first lien position, while the borrower generally pays a blended, uniform interest rate rather than
different rates for different tranches. Unitranche secured debt generally requires payments of both principal and interest
throughout the life of the loan. Generally, we expect these securities to carry a blended yield that is between senior secured and
subordinated debt interest rates. Unitranche secured loans provide a number of advantages for borrowers, including the
following: simplified documentation, greater certainty of execution and reduced decision- making complexity throughout the
life of the loan. In addition, we may receive additional returns from any warrants we may receive in connection with these
investments. In some cases, a portion of the total interest may accrue or be paid in kind. Because unitranche secured loans
combine characteristics of senior and subordinated financing, unitranche secured loans have risks similar to the risks associated
with senior secured, including first lien loans and second lien loans, and subordinated debt in varying degrees according to the
combination of loan characteristics of the unitranche loan. 52Mezzanine~- Mezzanine Loans. Our mezzanine investments
generally are subordinated to senior loans and will generally be unsecured. This may result in an above average amount of risk
and volatility or a loss of principal. These investments may involve additional risks that could adversely affect our investment
returns. To the extent interest payments associated with such debt are deferred, such debt may be subject to greater fluctuations
in valuations, and such debt could subject us and our stockholders to non- cash income as described above under “ Risks
Relating to Our Business and Structure — We may have difficulty paying our required distributions if we recognize income
before or without receiving cash representing such income. ” Since, generally, we will not receive any substantial repayments of
principal prior to the maturity of our mezzanine debt investments, such investments are riskier than amortizing loans. Equity
Investments. We may make selected equity investments. Our goal is ultimately to dispose of direct equity investments (and
equity received upon exercising warrants) 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. Warrants-S0Warrants . When we invest in first lien, second lien, unitranche or mezzanine loans, we
may acquire warrants to purchase equity securities. We may not be able to sell warrants we receive from borrowers, or the
equity securities (including those received upon exercise of warrants) for a significant period of time due to legal or contractual
restrictions on resale or the absence of a liquid secondary market. The value of the warrants that we receive is dependent on the
value of the equity securities for which the warrants can be exercised. If the value of the equity securities underlying a warrant
does not increase above the exercise price during the life of the warrant, the warrant may be permitted to expire unexercised and
the warrant would then have no value. We are subject to risks associated with lower middle market companies. Investing in
lower middle market companies involves a number of significant risks, including: * these companies may have limited financial



resources and may be unable to meet their obligations under their debt securities that we hold, which may be accompanied by a
deterioration in the value of any collateral and a reduction in the likelihood of us realizing any guarantees we may have obtained
in connection with our investment; * they typically 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 changing market
conditions, as well as general economic downturns; * 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
material adverse impact on our portfolio company and, in turn, on us; * generally little public information exists about these
companies, and we are required to rely on our Investment Adviser to obtain adequate information to evaluate the potential
returns from investing in these companies; * they generally have less predictable operating results, may from time to time be
parties to litigation, may be engaged in rapidly changing businesses with products subject to a substantial risk of obsolescence,
and may require substantial additional capital to support their operations, finance expansion or maintain their competitive
position. In addition, our executive officers, directors and our Investment Adviser may, in the ordinary course of business, be
named as defendants in litigation arising from our investments in the portfolio companies; and53—- and * they may have
difficulty accessing the capital markets to meet future capital needs, which may limit their ability to grow or to repay their
outstanding indebtedness upon maturity. We are a non- diversified investment company within the meaning of the 1940 Act,
and therefore we are not limited by the 1940 Act with respect to the proportion of our assets that may be invested in securities of
a single issuer. We are classified as a non- diversified investment company within the meaning of the 1940 Act, which means
that we are not limited by the 1940 Act with respect to the proportion of our assets that we may invest in securities of a single
issuer. To the extent that we assume large positions in the securities of a small number of issuers, our NAV may fluctuate to a
greater extent than that of a diversified investment company as a result of changes in the financial condition or the market’ s
assessment of the issuer. We may also be more susceptible to any single economic or regulatory occurrence than a diversified
investment company. Beyond the asset diversification requirements associated with our qualification as a RIC under the Code
and the requirements under the documents governing the Credit Facility or other agreements, we do not have fixed guidelines
for diversification, and our investments are and could be concentrated in relatively few portfolio companies. Although we are
classified as a non- diversified investment company within the meaning of the 1940 Act, we maintain the flexibility to operate as
a diversified investment company and may do so for an extended period of time. Qur-510ur portfolio may be concentrated in a
limited number of portfolio companies and industries, which would subject us to a risk of significant loss if any of these
companies defaults on its obligations under any of its debt instruments or if there is a downturn in a particular industry. Our
portfolio may be concentrated in a limited number of portfolio companies and industries. As a result, the aggregate returns we
realize may be significantly and adversely affected if a small number of investments perform poorly or if we need to write down
the value of any one investment. Additionally, while we are not targeting any specific industries, our investments may be
concentrated in relatively few industries. As a result, a downturn in any particular industry in which we are invested could also
significantly impact the aggregate returns we realize. Our investments in the health care sector face considerable uncertainties
including substantial regulatory challenges. As of December 31, 2623-2024 , our investments in portfolio companies that operate
in the health care sector represented 79 . 7-0 % of our total portfolio, at fair value. Our investments in the health care sector are
subject to substantial risks, including the risk that the laws and regulations governing the business of health care companies, and
interpretations thereof, may change frequently. Substantial latitude is given to the agencies administering those laws and
regulations. Current or future laws and regulations could force our portfolio companies engaged in health care to change their
policies related to how they operate, restrict revenue, change costs, change reserve levels and change business practices.
Companies engaged in health care often must obtain and maintain regulatory approvals to market certain products, change prices
for certain regulated products and consummate some acquisitions and divestitures. Delays in obtaining or failing to obtain or
maintain such approvals could reduce revenue or increase costs. Local, state and federal policy changes, such as the
government’ s expanding role in health care and federal health care reform initiatives involving alternative assessments and tax
increases specific to the health care industry or products, could fundamentally change the dynamics of the health care industry.
In addition, insurance company and other reimbursement rates may be subject to change, often with little notice, and decreases
in such rates could materially adversely affect the value of the health care companies in our portfolio. We may hold the debt
securities and loans of leveraged companies that may, due to the significant volatility of such companies, enter into bankruptcy
proceedings. Leveraged companies may experience bankruptcy or similar financial distress. The bankruptcy process has a
number of significant inherent risks. Many events in a bankruptcy proceeding are the product of contested matters and adversary
proceedings and are beyond the control of the creditors. A bankruptcy filing by a portfolio company $4may—- may adversely
and permanently affect such portfolio company. If the proceeding is converted to a liquidation, the value of the issuer may not
equal the liquidation value that was believed to exist at the time of our investment. The duration of a bankruptcy proceeding is
also difficult to predict, and a creditor’ s return on investment can be adversely affected by delays until a plan of reorganization
or liquidation ultimately becomes effective. The administrative costs in connection with a bankruptcy proceeding are frequently
high and would be paid out of the debtor’ s estate prior to any return to creditors. Because the standards for classification of
claims under bankruptcy law are vague, our influence with respect to the class of securities or other obligations we own may be
lost by increases in the number and amount of claims in the same class or by different classification and treatment. In the early
stages of the bankruptcy process, it is often difficult to estimate the extent of, or even to identify, any contingent claims that
might be made. In addition, certain claims that have priority by law (for example, claims for taxes) may be substantial, eroding
the value of any recovery by holders of other securities of the bankrupt entity. Depending on the facts and circumstances of our
investments and the extent of our involvement in the management of a portfolio company, upon the bankruptcy of a portfolio
company, a bankruptcy court may recharacterize our debt investments as equity interests and subordinate all or a portion of our
claim to that of other creditors. This could occur even though we may have structured our investment as senior debt. Sur-S20ur



portfolio companies may experience financial distress, and our investments in such portfolio companies if they are restructured.
Our portfolio companies may experience financial distress from time to time. The debt investments of these companies may not
produce income, may require us to bear certain expenses to protect our investment and may subject us to uncertainty as to when,
in what manner and for what value such distressed debt will eventually be satisfied, including through liquidation,
reorganization or bankruptcy. If an exchange offer is made or plan of reorganization is adopted with respect to the debt
securities we currently hold, there can be no assurance that the securities or other assets received by us in connection with such
exchange offer or plan of reorganization will have a value or income potential similar to what we anticipated when our original
investment was made or even at the time of restructuring. In addition, we may receive equity securities in exchange for the debt
investment that we currently hold, which may require significantly more of our management’ s time and attention or carry
restrictions on their disposition. Our portfolio companies may be unable to repay or refinance outstanding principal on their
loans at or prior to maturity, and rising interest rates may make it more difficult for portfolio companies to make periodic
payments on their loans. Our portfolio companies may be unable to repay or refinance outstanding principal on their loans at or
prior to maturity. This risk and the risk of default is increased to the extent that the loan documents do not require the portfolio
companies to pay down the outstanding principal of such debt prior to maturity. In addition, if general interest rates rise, there is
a risk that our portfolio companies will be unable to pay escalating interest amounts, which could result in a default under their
loan documents with us. Rising interest rates could also cause portfolio companies to shift cash from other productive uses to the
payment of interest, which may have a material adverse effect on their business and operations and could, over time, lead to
increased defaults. Any failure of one or more portfolio companies to repay or refinance its debt at or prior to maturity or the
inability of one or more portfolio companies to make ongoing payments following an increase in contractual interest rates could
have a material adverse effect on our business, financial condition, results of operations and cash flows. In addition, rising
interest rates could also cause portfolio companies to refinance into fixed interest rate loans, which may adversely impact our
selections to invest in stronger portfolio companies. Economic recessions or downturns could impair our portfolio companies
and harm our operating results. Our portfolio companies are susceptible to economic slowdowns or recessions and may be
unable to repay our loans during such periods. Therefore, our non- performing assets are likely to increase and the value of our
portfolio is likely to decrease during these periods. Adverse economic conditions also may decrease the value of 55eeHateral---
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 our investments and harm our operating results, which could have an adverse
effect on our financial condition. A portfolio company’ s failure to satisfy financial or operating covenants imposed by us or
other lenders could lead to defaults and, potentially, termination of its loans and foreclosure on its assets, 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, lenders in certain cases can be subject to lender liability claims for actions
taken by them when they become too involved in the borrower’ s business or exercise control over a borrower. It is possible that
we could become subject to a lender’ s liability claim, including as a result of actions taken if we render significant managerial
assistance to the borrower. Furthermore, if one of our portfolio companies were to file for bankruptcy protection, even though
we may have structured our investment as senior secured debt, depending on the facts and circumstances, including the extent to
which we provided managerial assistance to that portfolio company, a bankraptey-S3bankruptcey court might re- characterize
our debt holding and subordinate all or a portion of our claim to claims of other creditors. We may be subject to risks associated
with syndicated loans. From time to time, we may acquire interests in syndicated loans. Under the documentation for syndicated
loans, a financial institution or other entity typically is designated as the administrative agent and / or collateral agent. This agent
is granted a lien on any collateral on behalf of the other lenders and distributes payments on the indebtedness as they are
received. The agent is the party responsible for administering and enforcing the loan and generally may take actions only in
accordance with the instructions of a majority or two- thirds in commitments and / or principal amount of the associated
indebtedness. In most cases, we do not expect to hold a sufficient amount of the indebtedness to be able to compel any actions
by the agent. Consequently, we would only be able to direct such actions if instructions from us were made in conjunction with
other holders of associated indebtedness that together with us compose the requisite percentage of the related indebtedness then
entitled to take action. Conversely, if holders of the required amount of the associated indebtedness other than us desire to take
certain actions, such actions may be taken even if we did not support such actions. Furthermore, if an investment is subordinated
to one or more senior loans made to the applicable obligor, our ability to exercise such rights may be subordinated to the
exercise of such rights by the senior lenders. Accordingly, we may be precluded from directing such actions unless we act
together with other holders of the indebtedness. If we are unable to direct such actions, we cannot assure you that the actions
taken will be in our best interests. If an investment is a syndicated revolving loan or delayed drawdown loan, other lenders may
fail to satisfy their full contractual funding commitments for such loan, which could create a breach of contract, result in a
lawsuit by the obligor against the lenders and adversely affect the fair market value, or FMV, of our investment. There is a risk
that a loan agent in respect of one of our loans may become bankrupt or insolvent. Such an event would delay, and possibly
impair, any enforcement actions undertaken by holders of the associated indebtedness, including attempts to realize upon the
collateral securing the associated indebtedness and / or direct the agent to take actions against the related obligor or the collateral
securing the associated indebtedness and actions to realize on proceeds of payments made by obligors that are in the possession
or control of any other financial institution. In addition, we may be unable to remove the agent in circumstances in which
removal would be in our best interests. Moreover, agented loans typically allow for the agent to resign with certain advance
notice. 56We-We may not realize gains from our equity investments. When we invest in loans, we may also invest in the equity



securities of the borrower or acquire warrants or other equity securities as well. In addition, we may invest directly in the equity
securities of portfolio companies. 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 realize gains from our equity interests, and any gains that we do realize on the disposition of such
equity interests may not be sufficient to offset any other losses we experience. Our failure to make follow- on investments in our
portfolio companies could impair the value of our portfolio, and our ability to make follow- on investments in certain portfolio
companies may be restricted. Following an initial investment in a portfolio company, we may make additional investments in
that portfolio company as ““ follow- on ” investments, in order to: * increase or maintain in whole or in part our equity ownership
percentage; * exercise warrants, options or convertible securities that we acquired in the original or a subsequent financing; ex
or54 - attempt to preserve or enhance the value of our investment. We have the discretion to make any follow- on investments,
subject to the availability of capital resources, the limitations of the 1940 Act, the requirements associated with our status as a
RIC and contractual requirements imposed on us under our debt instruments. We may elect not to make follow- on investments
or otherwise lack sufficient funds to make those investments. 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 portfolio company. 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 do not want to increase our
exposure to the portfolio company, because we prefer other opportunities or because we are inhibited by compliance with
business development company requirements, our contractual requirements or the desire to maintain our tax status. Because we
generally do not hold controlling equity interests in our portfolio companies, we will not be in a position to exercise control over
our portfolio companies or to prevent decisions by management of our portfolio companies that could decrease the value of our
investments. We do not currently anticipate taking controlling equity positions in our portfolio companies. In addition, we may
not be in a position to control any portfolio company by investing in its debt securities or loans. As a result, we are subject to the
risk that a portfolio company may make business decisions with which we disagree, and the stockholders and management of a
portfolio company may take risks or otherwise act in ways that are adverse to our interests. Due to the lack of liquidity for the
debt and equity investments that we typically hold in our portfolio companies, we may not be able to dispose of our investments
in the event we disagree with the actions of a portfolio company, and we may therefore suffer a decrease in the value of our
investments. Defaults by our portfolio companies will harm our operating results. A portfolio company’ s failure to satisfy
financial or operating covenants imposed by us or other lenders could lead to defaults and, potentially, termination of its loans
and foreclosure on its assets. This could trigger cross- defaults under other agreements and jeopardize such portfolio company’ s
ability to meet its obligations under the debt or equity securities that we hold. We may incur expenses to the extent necessary to
seek recovery upon default or to negotiate new terms, which may include the waiver of certain financial covenants, with a
defaulting portfolio company. Any such diversion of cash flow or any event of default could prevent us from making
distributions to 57eur—- eur stockholders in amounts sufficient to maintain our ability to be subject to tax as a RIC, or at all, and
could have a material adverse effect on our business, financial condition and results of operations. Our portfolio companies may
incur debt that ranks equally with, or senior to, our investments in such companies. We generally intend to invest a portion of our
capital in first lien and second lien, unitranche loans and, to a lesser extent, in mezzanine loans and equity securities of U. S.
lower middle market companies. The portfolio companies usually have, or may be permitted to incur, other debt that ranks
equally with, or senior to, the debt securities in which we invest. By their terms, such debt instruments may provide that the
holders are entitled to receive payment of interest or principal on or before the dates on which we are entitled to receive
payments in respect of the debt securities in which we invest. Also, in the event of insolvency, liquidation, dissolution,
reorganization or bankruptcy of a portfolio company, holders of debt instruments ranking senior to our investment in that
portfolio company would typically be entitled to receive payment in full before we receive any distribution in respect of our
investment. After repaying senior creditors, the portfolio company may not have sufficient assets to use for repaying its
obligation to us in full, or at all. In the case of debt ranking equally with debt securities in which we invest, we would have to
share any distributions on an equal and ratable basis with other creditors holding such debt in the event of an insolvency,
liquidation, dissolution, reorganization or bankruptcy of the relevant portfolio company. Additionally, certain loans that we
make to portfolio companies may be secured on a second- priority basis by the same collateral securing senior secured debt of
such companies. The first- priority liens on the collateral secure the portfolio company’ s obligations under any outstanding
senior debt and may secure certain other future debt that may be permitted-SSpermitted to be incurred by the portfolio company
under the agreements governing the loans. The holders of obligations secured by first- priority liens on the collateral will
generally control the liquidation of, and be entitled to receive proceeds from, any realization of the collateral to repay their
obligations in full before us. In addition, the value of the collateral in the event of liquidation depends on market and economic
conditions, the availability of buyers and other factors. There can be no assurances that the proceeds, if any, from sales of all of
the collateral would be sufficient to satisfy the loan obligations secured by the second- priority liens after payment in full of all
obligations secured by the first- priority liens on the collateral. If such proceeds were not sufficient to repay amounts
outstanding under the loan obligations secured by the second- priority liens, then we, to the extent not repaid from the proceeds
of the sale of the collateral, only have an unsecured claim against the portfolio company’ s remaining assets, if any. The rights
we may have with respect to the collateral securing the loans we make to our portfolio companies with senior debt outstanding
may also be limited pursuant to the terms of one or more inter- creditor agreements that we enter into with the holders of such
senior debt. Under a typical inter- creditor agreement, at any time that obligations that have the benefit of the first- priority liens
are outstanding, any of the following actions that may be taken in respect of the collateral will be at the direction of the holders
of the obligations secured by the first- priority liens: * the ability to cause the commencement of enforcement proceedings
against the collateral; « the ability to control the conduct of such proceedings; * the approval of amendments to collateral



documents; ¢ releases of liens on the collateral; and * waivers of past defaults under collateral documents. 58We-We may not
have the ability to control or direct such actions, even if our rights are adversely affected. We may also make unsecured loans to
portfolio companies, meaning that such loans will not benefit from any security interest over the assets of such companies. Liens
on such portfolio companies’ assets, if any, will secure the portfolio company’ s obligations under its outstanding secured debt
and may secure certain future debt that is permitted to be incurred by the portfolio company under its secured loan agreements.
The holders of obligations secured by such liens will generally control the liquidation of, and be entitled to receive proceeds
from, any realization of such collateral to repay their obligations in full before us. In addition, the value of such collateral in the
event of liquidation will depend on market and economic conditions, the availability of buyers and other factors. There can be
no assurance that the proceeds, if any, from sales of such collateral would be sufficient to satisfy our unsecured obligations after
payment in full of all secured loan obligations. If such proceeds were not sufficient to repay the outstanding secured loan
obligations, then our unsecured claims would rank equally with the unpaid portion of such secured creditors’ claims against the
portfolio company’ s remaining assets, if any. Our portfolio companies may prepay loans, which prepayment may reduce our
yields if capital returned cannot be invested in transactions with equal or greater expected yields. The loans in our investment
portfolio can generally be prepaid at any time, some of which have no premium to par. It is not clear at this time when each loan
may be prepaid. Whether a loan is prepaid will depend both on the continued positive performance of the portfolio company
and the existence of favorable financing market conditions that allow such company the ability to replace existing financing with
less expensive capital. As market conditions change frequently, it is unknown when, and if, this may be possible for each
portfolio company. In the case of some of these loans, having the loan prepaid may reduce the achievable yield for us if the
capital returned cannot be invested in transaettons-S6transactions with equal or greater expected yields, which could have a
material adverse effect on our business, financial condition and results of operations. The disposition of our investments may
result in contingent liabilities. We currently expect that a significant portion of our investments will involve private securities. In
connection with the disposition of an investment in private securities, we may be required to make representations about the
business and financial affairs of the portfolio company typical of those made in connection with the sale of a business. We may
also be required to indemnify the purchasers of such investment to the extent that any such representations turn out to be
inaccurate or with respect to certain potential liabilities. These arrangements may result in contingent liabilities that ultimately
yield funding obligations that must be satisfied through our return of certain distributions previously made to us. Investments in
securities of foreign companies, if any, may involve significant risks in addition to the risks inherent in U. S. investments. We
may make investments in securities of foreign companies. 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. In addition, any investments that we make 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
have employed certain hedging techniques to minimize these risks, but we cannot assure you that such strategies will be
effective. 59We-We may invest through joint ventures, partnerships or other special purpose vehicles and our investments
through these vehicles may entail greater risks, and investments in which we have a non- controlling interest may involve risks
specific to third- party management of those investments. We may co- invest with third parties through partnerships, joint
ventures or other entities, thereby acquiring jointly- controlled or non- controlling interests in certain investments in conjunction
with participation by one or more third parties in such investment. Such joint venture partners or third party managers may
include former H. I. G. Capital personnel or associated persons. For example, on January 14, 2019, we entered into an
agreement with the State Teachers Retirement System of Ohio, a public pension fund established under Ohio law, to create
WHF STRS Ohio Senior Loan Fund, LLC, a joint venture, which invests primarily in senior secured first and second lien term
loans. As co- investors, we may have interests or objectives that are inconsistent with those of the third- party partners or co-
venturers. Although we may not have full control over these investments and therefore, may have a limited ability to protect its
position therein, we expect that we will negotiate appropriate rights to protect our interests. Nevertheless, such investments may
involve risks not present in investments where a third party is not involved, including the possibility that a third- party partner or
co- venturer may have financial difficulties, resulting in a negative impact on such investment, may have economic or business
interests or goals which are inconsistent with ours, or may be in a position to take (or block) action in a manner contrary to the
our investment objectives or the increased possibility of default by, diminished liquidity or insolvency of, the third party, due to
a sustained or general economic downturn. Third- party partners or co- venturers may opt to liquidate an investment at a time
during which such liquidation is not optimal for us. In addition, we may in certain circumstances be liable for the actions of its
third- party partners or co- venturers. In those circumstances where such third parties involve a management group, such third
parties may receive compensation arrangements relating to such investments, including incentive compensation arrangements.
Risks-S7Risks Relating to the Credit FacilityOur interests in WhiteHorse Credit are subordinated. We own 100 % of the equity
interests in WhiteHorse Credit and consolidate the financial statements of WhiteHorse Credit in our consolidated financial
statements. We treat the indebtedness of WhiteHorse Credit as our leverage for purposes of compliance with the 1940 Act. Our
equity interests in WhiteHorse Credit are subordinated in priority of payment to its obligations to its debt holders and its service
providers. All of these persons have claims superior to our claims as equity interest holder in any liquidation of WhiteHorse
Credit. Credit or market value deterioration in our portfolio companies will harm our operating results. A payment default on a
loan to a portfolio company or a default leading to the acceleration of debt of a portfolio company could cause the loan to such



portfolio company held by us to become, or to be deemed to be, a defaulted obligation under the Credit Facility. This, in turn,
could result in a coverage test under the Credit Facility not being met and the diversion of distributions of assets held by
WhiteHorse Credit to pay down debt under the Credit Facility rather than to make distributions. Such a portfolio company
default could also lead to an event of default and acceleration under the Credit Facility and liquidation by the related lender of
the assets securing the Credit Facility. Any such diversion of cash flow or any event of default could result in our being unable
to make distributions to our stockholders in amounts sufficient to maintain our ability to be subject to tax as a RIC, or at all, and
could have a material adverse effect on our business, financial condition and results of operations. We may not receive cash
from WhiteHorse Credit. We expect to receive cash from WhiteHorse Credit as distributions on our equity interests in
WhiteHorse Credit. We will receive distributions on our equity interests in WhiteHorse Credit only to the extent cash is
available and permitted to be distributed under the Credit Facility. WhiteHorse Credit may not receive sufficient cash to make
distributions, in which case we would not be entitled to receive distributions from WhiteHorse Credit and, as a result, we would
be unable to make distributions to our stockholders in amounts sufficient to maintain our 68status—- status as a RIC, or at all.
Limitations under the Credit Facility will impair our ability to sell investments owned by WhiteHorse Credit, and we may not be
able to sell such investments. These limitations include prior satisfaction of certain coverage tests and collateral quality tests, the
minimum price at which we may sell such investments and the amount of investments we may sell within a certain timeframe.
Under the Credit Facility, there are two coverage tests that WhiteHorse Credit must meet on specified compliance dates in order
to permit WhiteHorse Credit to make new borrowings under the Credit Facility and to make distributions to us in the ordinary
course — a borrowing base test and a market value test. The borrowing base test compares, at any given time, the aggregate
outstanding amount of all Lender advances under the Credit Facility less the amount of principal proceeds in respect of the
collateral on deposit in the accounts to the NAV of the collateral, as set forth in the credit agreement and related documentation.
To meet the borrowing base test, this ratio must be less than or equal to 60 %, as set forth in the credit agreement and related
documentation. To meet the market value test, the value of WhiteHorse Credit’ s portfolio investments must exceed a minimum
of 167. 5 % of the aggregate outstanding amount of all Lender advances as set forth in the credit agreement and related
documentation. If either of these coverage tests is not met on a compliance date, then WhiteHorse Credit may sell portfolio
investments or apply cash until such coverage tests are satisfied. If we fail to receive cash from WhiteHorse Credit, we may be
unable to make distributions to our stockholders in amounts sufficient to maintain our ability to be subject to tax as a RIC, or at
all. We-58We may experience an event of default and acceleration under the Credit Facility, which would have a material
adverse effect on us. There are several circumstances under which an event of default may occur under the Credit Facility, some
of which relate to the performance of the assets of WhiteHorse Credit or the performance by WhiteHorse Credit of its
obligations under the Credit Facility. The Credit Facility also includes customary events of default for credit facilities of this
nature, including breaches of representations, warranties or covenants by WhiteHorse Finance or WhiteHorse Credit, the
occurrence of a change in control, or failure to maintain certain ratios required under the Credit Facility. The occurrence of an
event of default could, among other consequences, (a) prevent us from making distributions to our stockholders sufficient to
maintain our ability to be subject to tax as a RIC, or at all, (b) terminate the reinvestment period under the Credit Facility, if it is
then in effect, and (c) permit the facility agent to assume the management of WhiteHorse Credit’ s portfolio and to direct the
liquidation of its assets. Any of these developments could or would have a material adverse effect on our business, financial
condition and results of operations. Upon the occurrence of an event of default, the Lender may exercise customary remedies,
including declaring all amounts due and payable under the Credit Facility, blocking distributions in respect of the equity of
WhiteHorse Credit or selling assets, including selling assets at a lower price than what might otherwise be achieved in an orderly
liquidation. The ability of WhiteHorse Credit to purchase and sell investments is limited. The Credit Facility restricts the
portfolio manager’ s ability to purchase and sell investments for WhiteHorse Credit. As a result, the portfolio manager may be
unable to purchase or sell investments or take other actions that might be in our best interests, which could impair our
performance and result in losses. During the reinvestment period, WhiteHorse Credit will have the ability to borrow funds for
the acquisition of investments that meet the eligibility criteria set forth in the Credit Facility. Such funds may be repaid and re-
borrowed during the reinvestment period, subject to compliance with the terms of the Credit Facility. We may lose the ability to
manage WhiteHorse Credit even if we continue to own its equity. If an event of default occurs under the Credit Facility or if we
resign or are terminated for cause as portfolio manager under the loan agreement, we may no longer manage the WhiteHorse
Credit portfolio investments even though we are required to continue to own the equity interests in WhiteHorse Credit. If an
agent for the Lender or the successor portfolio manager does not manage WhiteHorse Credit” s portfolio in the same manner that
we would have, our performance may not meet expectations and may result in losses. 63Risks--- Risks Relating to our Other
IndebtednessThe Private Notes and the Public Notes are unsecured and therefore effectively subordinated to any secured
indebtedness we have currently incurred or may incur in the future. The 5. 375 % 2025 Notes mature on October 20, 2025 and
bear interest at an annual rate of 5. 375 %. The 5. 375 % 2026 Notes mature on December 4, 2026 and bear interest at an annual
rate of 5. 375 %. The 5. 625 % 2027 Notes mature on December 4, 2027 and bear interest at an annual rate of 5. 625 %. The 4.
250 % 2028 Notes mature on December 6, 2028 and bear interest at an annual rate of 4. 25 %. The 7. 785 % 2028 Notes mature
on September 15, 2028 and bear interest at an annual rate of 7. 875 %. The 4. 000 % 2026 Notes mature on December 15, 2026
and bear interest at an annual rate of 4. 00 %. The Private Notes and the Public Notes are not secured by any of our assets or any
of the assets of our subsidiaries and rank equally in right of payment with all of our existing and future unsubordinated,
unsecured senior indebtedness. As a result, the Private Notes and the Public Notes are effectively subordinated to any secured
indebtedness we or our subsidiaries have currently incurred and may incur in the future (or any indebtedness that is initially
unsecured to which we subsequently grant security) to the extent of the value of the assets securing such indebtedness. In any
liquidation, dissolution, bankruptcy or other similar proceeding, the holders of any of our existing or future secured indebtedness
and the secured indebtedness of our subsidiaries may assert rights against the assets pledged to secure that indebtedness in order



to receive full payment of their indebtedness before the assets may be used to pay other creditors, including the holders of the
Private Notes and the Public Notes. Fhe-59The Private Notes and the Public Notes are structurally subordinated to the
indebtedness and other liabilities of our subsidiaries. The Private Notes and the Public Notes are obligations exclusively of
WhiteHorse Finance, Inc. and not of any of our subsidiaries. None of our subsidiaries currently is or acts as a guarantor of the
Private Notes and the Public Notes, although any subsidiary that guarantees or otherwise becomes liable at any time for any
indebtedness under a material credit facility in the future (other than the Credit Facility or any replacement of the Credit
Facility) will be required to guarantee the Private Notes and Public Notes. Such guaranty must rank equally in right of payment
with all other unsecured and unsubordinated indebtedness of us and our subsidiaries. Except to the extent we are a creditor with
recognized claims against our subsidiaries, all claims of creditors (including holders of preferred stock, if any, of our
subsidiaries) will have priority over our equity interests in such subsidiaries (and therefore the claims of our creditors, including
holders of the Private Notes and the Public Notes) with respect to the assets of such subsidiaries. Even if we are recognized as a
creditor of one or more of our subsidiaries, our claims would still be effectively subordinated to any security interests in the
assets of any such subsidiary and to any indebtedness or other liabilities of any such subsidiary senior to our claims.
Consequently, the Private Notes and the Public Notes are structurally subordinated to all indebtedness and other liabilities
(including trade payables) of our subsidiaries and any subsidiaries that we may in the future acquire or establish. In addition, our
subsidiaries may incur substantial additional indebtedness in the future, all of which would be structurally senior to the Private
Notes and the Public Notes. We are subject to the risk of an event of default and acceleration under our unsecured debt
agreements, which would have a material adverse effect on us. The 5. 375 % 2025 Notes, the 5. 375 % 2026 Notes, the 5. 625 %
2027 Notes, the 4. 250 % 2028 Notes, 4. 000 % 2026 Notes and the 7. 875 % 2028 Notes will mature on October 20, 2025,
December 4, 2026, December 4, 2027, December 6, 2028, December 15, 2026 and September 15, 2028, respectively, unless
redeemed, purchased or prepaid prior to such date by us or our affiliates in accordance with their terms. There are several
circumstances under which an event of default may occur under the Note Purchase Agreements for the Private Notes or the
indentures for the Public Notes, such as failure to make scheduled principal or interest payments and certain events of
bankruptcy, insolvency or reorganization. 628pen--- Upon the occurrence of an event of default, our lenders may exercise
customary remedies, including declaring all amounts immediately due and payable. Any of these developments would have a
material adverse effect on our business, financial condition and results of operations. The indenture for the 4. 000 % 2026 Notes
contains limited protection for holders of the 4. 000 % 2026 Notes. The indenture for the 4. 000 % 2026 Notes offers limited
protection to holders of the 4. 000 % 2026 Notes. The terms of the applicable indenture for the 4. 000 % 2026 Notes do not
restrict our or any of our subsidiaries’ ability to engage in, or otherwise be a party to, a variety of corporate transactions,
circumstances or events that could have an adverse impact on your investment in the 4. 000 % 2026 Notes. In particular, the
terms of the applicable indenture pursuant to which the 4. 000 % 2026 Notes were issued do not place any restrictions on our or
our subsidiaries’ ability to: ¢ issue securities or otherwise incur additional indebtedness or other obligations, including (1) any
indebtedness or other obligations that would be equal in right of payment to the 4. 000 % 2026 Notes, (2) any indebtedness or
other obligations that would be secured and therefore rank effectively senior in right of payment to the 4. 000 % 2026 Notes to
the extent of the values of the assets securing such debt, (3) indebtedness of ours that is guaranteed by one or more of our
subsidiaries and which therefore would rank structurally senior to the 4. 000 % 2026 Notes and (4) securities, indebtedness or
other obligations issued or incurred by our subsidiaries that would be senior in right of payment to our equity interests in our
subsidiaries and therefore would rank structurally senior in right of payment to the 4. 000 % 2026 Notes with respect to the
60the assets of our subsidiaries, in each case other than an incurrence of indebtedness or other obligation that would cause a
violation of the asset coverage requirement under Section 18 (a) (1) (A), as modified by Section 61 (a) (1) of the 1940 Act or
any successor provisions; ¢ pay dividends on, or purchase or redeem or make any payments in respect of, capital stock or other
securities ranking junior in right of payment to the 4. 000 % 2026 Notes;  sell assets (other than certain limited restrictions on
our ability to consolidate, merge or sell all or substantially all of our assets); ¢ create liens (including liens on the shares of our
subsidiaries) or enter into sale and leaseback transactions; * make investments; or * create restrictions on the payment of
dividends or other amounts to us from our subsidiaries. In addition, the indenture does not require us to offer to purchase the 4.
000 % 2026 Notes in connection with a change of control or any other event, except in limited circumstances. Furthermore, the
terms of the indenture for the 4. 000 % 2026 Notes do not protect holders of the 4. 000 % 2026 Notes in the event that we
experience changes (including significant adverse changes) in our financial condition, results of operations or credit ratings, as
they do not require that we or our subsidiaries adhere to any financial tests or ratios or specified levels of net worth, revenues,
income, cash flow or liquidity, except in limited circumstances as set forth in the indenture and as required under the 1940 Act.
Our ability to recapitalize, incur additional debt and take a number of other actions that are not limited by the terms of the 4. 000
% 2026 Notes may have important consequences for you as a holder of the 4. 000 % 2026 Notes, including making it more
difficult for us to satisfy our obligations with respect to the 4. 000 % 2026 Notes or negatively affecting the trading value of the
4. 000 % 2026 Notes. 63Certain—- Certain of our current debt instruments include more protections for their holders than the
indenture and the 4. 000 % 2026 Notes. In addition, other debt we issue or incur in the future could contain more protections for
its holders than the applicable indenture for the 4. 000 % 2026 Notes, including additional covenants and events of default. The
issuance or incurrence of any such debt with incremental protections could affect the market for and trading levels and prices of
the 4. 000 % 2026 Notes. The indenture for the 7. 875 % 2028 Notes contains limited protection for holders of the 4. 000 %
2026 Notes. The indenture for the 7. 875 % 2028 Notes offers limited protection to holders of the 7. 875 % 2028 Notes. The
terms of the applicable indenture and the 7. 875 % 2028 Notes do not restrict our or any of our subsidiaries’ ability to engage in,
or otherwise be a party to, a variety of corporate transactions, circumstances or events that could have an adverse impact on your
investment in the 7. 875 % 2028 Notes. In particular, the terms of the applicable indenture and the 7. 875 % 2028 Notes do not
place any restrictions on our or our subsidiaries’ ability to: * issue securities or otherwise incur additional indebtedness or other



obligations, including (1) any indebtedness or other obligations that would be equal in right of payment to the 7. 875 % 2028
Notes, (2) any indebtedness or other obligations that would be secured and therefore rank effectively senior in right of payment
to the 7. 875 % 2028 Notes to the extent of the values of the assets securing such debt, (3) indebtedness or other obligations of
ours that are guaranteed by one or more of our subsidiaries and which therefore would rank structurally senior to the 7. 875 %
2028 Notes and (4) securities, indebtedness or other obligations issued or incurred by our subsidiaries that would be senior in
right of payment to our equity interests in our subsidiaries and therefore would rank structurally senior in right of payment to the
7. 875 % 2028 Netes-61Notes with respect to the assets of our subsidiaries, in each case other than an incurrence of indebtedness
or other obligation that would cause a violation of Section 18 (a) (1) (A) of the 1940 Act, as modified by Section 61 (a) (1) and
(2) of the 1940 Act or any successor provisions, as such obligations may be amended or superseded, giving effect to any
exemptive relief granted to us by the SEC; ¢ pay dividends on, or purchase or redeem or make any payments in respect of,
capital stock or other securities ranking junior in right of payment to the 7. 875 % 2028 Notes; ¢ sell assets (other than certain
limited restrictions on our ability to consolidate, merge or sell all or substantially all of our assets); ¢ enter into transactions with
affiliates; * create liens (including liens on the shares of our subsidiaries) or enter into sale and leaseback transactions; « make
investments; or ¢ create restrictions on the payment of dividends or other amounts to us from our subsidiaries. In addition, the
indenture does not require us to offer to purchase the 7. 875 % 2028 Notes in connection with a change of control. Furthermore,
the terms of the indenture and the 7. 875 % 2028 Notes do not protect holders of the 7. 875 % 2028 Notes in the event that we
experience changes (including significant adverse changes) in our financial condition, results of operations or credit ratings, as
they do not require that we or our subsidiaries adhere to any financial tests or ratios or specified levels of net worth, revenues,
income, cash flow or liquidity, except as required under the 1940 Act. Our ability to recapitalize, incur additional debt and take a
number of other actions that are not limited by the terms of the 7. 875 % 2028 Notes may have important consequences for you
as a holder of the 7. 875 % 2028 Notes, including negatively affecting the trading value of the 7. 875 % 2028 Notes or making it
more difficult for us to satisfy our obligations with respect to the 7. 875 % 2028 Notes. 64€ertain—- Certain of our current debt
instruments include more protections for their holders than the indenture and the 7. 875 % 2028 Notes. In addition, we routinely
finance our investments with borrowed money, and intend to continue to do so in the future by issuing both unsecured and
secured debt in the ordinary course as a means of raising additional capital. Any additional debt we issue or incur in the future
could contain more protections for its holders than the indenture and the 7. 875 % 2028 Notes, including additional covenants
and events of default. The issuance or incurrence of any such debt with incremental protections could affect the market for and
trading levels and prices of the 7. 875 % 2028 Notes. We may not be able to prepay the Private Notes upon a change in control.
The Note Purchase Agreement governing the respective Private Notes requires us to offer to prepay all of the issued and
outstanding Private Notes upon a change in control and election by the holders, which could have a material adverse effect on
our business, financial condition and results of operations. A change in control under each Note Purchase Agreement occurs
upon (i) the direct or indirect transfer or other disposition of all of the property or assets held by us and our subsidiaries, subject
to certain exceptions (ii) the consummation of a transaction which results in a ““ person ” or “ group ” (as those terms are used in
Section 13 (d) (3) of the Securities Exchange Act of 1984, as amended, or the Exchange Act) becoming the beneficial owner of
more than 50 % of our outstanding voting stock or (iii) the approval by our stockholders of any plan or proposal relating to the
liquidation of the Company. Upon a change in control event, holders of each of the Private Notes may require us to prepay for
cash some or all of the respective Private Notes at a prepayment price equal to 100 % of the aggregate principal amount of the 5.
375 % 20825-622025 Notes, 5. 375 % 2026 Notes, 5. 625 % 2027 Notes and 4. 250 % 2028 Notes being prepaid, plus accrued
and unpaid interest to, but not including, the date of prepayment. If a change in control were to occur, we may not have
sufficient funds to prepay any such accelerated indebtedness. We may choose to prepay the Private Notes and the Public Notes
when prevailing interest rates are relatively low. At any time on or after April 20, 2025, June 4, 2026, June 4, 2027 and March 6,
2028 (each a Prepayment Date), the 5. 375 % 2025 Notes, 5. 375 % 2026 Notes, 5. 625 % 2027 Notes and 4. 250 % 2028 Notes
may be prepaid, respectively, at our option, at 100 % of the principal amount, together with accrued and unpaid interest to the
Prepayment Date. Prior to each respective Prepayment Date, we may prepay all or any principal amount of the respective
Private Notes, together with accrued and unpaid interest, subject to a make- whole premium. The 4. 000 % 2026 Notes may be
redeemed, at our option, in whole or in part, at a redemption of the greater of 100 % of the principal amount of the 4. 000 %
2026 Notes to be redeemed, or the sum of the present values of the remaining scheduled payments of principal and interest
(exclusive of accrued and unpaid interest to the redemption date) on the 4. 000 % 2026 Notes to be redeemed, discounted to the
redemption date on a semi- annual basis (assuming a 360- day year consisting of twelve 30- day months) using the applicable
treasury rate plus 50 basis points, plus, in each case, accrued and unpaid interest payments otherwise payable for the then-
current quarterly interest period accrued to the date fixed for redemption. The 7. 875 % 2028 Notes may be redeemed, at our
option, in whole or in part, at any time or from time to time at our option on or after September 15, 2025, upon not less than 30
days’ nor more than 60 days’ written notice by mail prior to the date fixed for redemption thereof, at a redemption price of $ 25
per note plus accrued and unpaid interest payments otherwise payable for the then- current quarterly interest period accrued to
the date fixed for redemption. We may choose to prepay the Private Notes and redeem the Public Notes from time to time,
especially when prevailing interest rates are lower than the rate borne by the respective Private Notes and the Public Notes. If
prevailing rates are lower at the time of prepayment, holders would not be able to reinvest the proceeds in a 65eomparable—-
comparable security at an effective interest rate as high as the interest rate on the Private Notes being repaid and the Public
Notes being redeemed. Our prepayment and redemption right may adversely impact holders’ ability to sell the Private Notes and
the Public Notes as the applicable prepayment date and redemption date approaches. If we choose to prepay the Private Notes
prior to their respective dates of maturity and / or redeem the Public Notes prior to the date of maturity on December 15, 2026 or
September 15, 2028, we will need to obtain sufficient liquidity, through available cash, refinancings of our existing indebtedness
or otherwise, to repay the principal or redemption price, together with any accrued and unpaid interest and applicable make-



whole premiums, on the Private Notes and the Public Notes. If we default on our obligations to pay our other indebtedness, we
may not be able to make payments on the Private Notes and the Public Notes. Any default under the agreements governing our
indebtedness, including a default under the Credit Facility, any indenture or under other indebtedness to which we may be a
party that is not waived by the required lenders or holders, and the remedies sought by the holders of such indebtedness could
make us unable to pay principal, premium, if any, and interest on the Private Notes and the Public Notes. If we are unable to
generate sufficient cash flow and are otherwise unable to obtain funds necessary to meet required payments of principal,
premium, if any, and interest on our indebtedness, or if we otherwise fail to comply with the various covenants, including
financial and operating covenants, in the instruments governing our indebtedness, we could be in default under the terms of the
agreements governing such indebtedness. In the event of such default, the holders of such indebtedness could elect to declare all
the funds borrowed thereunder to be immediately due and payable, together with accrued and unpaid interest, the lenders under
the Credit Facility or other debt we may incur in the future could elect to terminate their commitments, cease making further
loans and institute foreclosure proceedings against our assets, and we could be forced into bankruptcy or liquidation. If our
operating performance declines, we may in the future need to seek to obtain waivers from the required lenders under the
agreements relating to the Credit Facility, or other debt that we may incur in the future to avoid being in default. If we breaek
63breach our covenants under the Credit Facility or other debt and seek a waiver, we may not be able to obtain a waiver from
the required lenders or holders. If this occurs, we would be in default and our lenders or debt holders could exercise their rights
as described above, and we could be forced into bankruptcy or liquidation. If we are unable to repay debt, lenders having
secured obligations, including the lenders under the Credit Facility, could proceed against the collateral securing the debt.
Because the Credit Facility has, and any future debt will likely have, customary cross- default provisions, if the indebtedness
thereunder or under any future credit facility is accelerated, we may be unable to repay or finance the amounts due. FATCA
withholding may apply to payments to certain foreign entities. Payments made under the Private Notes and the Public Notes to a
foreign financial institution or non- financial foreign entity (including such an institution or entity acting as an intermediary)
may be subject to a U. S. withholding tax of 30 % under the Foreign Account Tax Compliance Act provisions of the Code, or
FATCA. This tax may apply to certain payments of interest unless the foreign financial institution or non- financial foreign
entity complies with certain information reporting, withholding, identification, certification and related requirements imposed by
FATCA. Holders should consult their tax advisors regarding FATCA and how it may affect an investment in the Private Notes
and the Public Notes. The trading market or market value of any publicly issued debt securities may fluctuate. Our publicly
issued debt securities, if any, may or may not have an established trading market. We cannot assure you 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 the following: « the time remaining to the maturity of these debt securities; 66—+ the outstanding principal amount
of debt securities with terms identical to these debt securities; ¢ the ratings assigned by national statistical ratings agencies, if
any; * 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 hrgher or 10wer than rates borne by the debt securities —aﬂd-ht-he—}engﬂa—aﬂd-dur&t-ten—ef

You should also be aware that there may be a hmlted number Of buyers When you decide to sell your debt securltres 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 your return on any debt securities that we may issue. If your debt
securities are redeemable at our option, we may choose to redeem your debt securities at times when prevailing interest rates are
lower than the interest rate paid on your debt securities. In addition, if your debt securities are subject to mandatory redemption,
we may be required to redeem your debt securities also at times when prevailing interest rates are lower than the interest rate
paid on your debt securities. In this circumstance, you may not be able to reirvest-64reinvest the redemption proceeds in a
comparable security at an effective interest rate as high as your debt securities being redeemed. Our credit ratings may not
reflect all risks of an investment in our debt 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
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 securities. Risks Relating to
an Investment in our Common StockWe may obtain the approval of our stockholders to issue shares of our common stock at
prices below the then- current NAV per share of our common stock. If we receive such approval from stockholders in the future,
we may issue shares of our common stock at a price below the then current NAV per share of common stock. Any such
issuance could materially dilute your interest in our common stock and reduce our NAV per share. We may seek to obtain the
approval of our stockholders, and they may approve a proposal that authorizes us, to issue shares of our common stock at prices
below the then- current NAV per share of our common stock in one or more offerings for a twelve- month period. Such
approval would allow us to access the capital markets in a way that we are typically unable to do as a result of restrictions that,
absent stockholder approval, apply to business development companies under the 1940 Act. Any sale or other issuance of shares
of our common stock at a price below NAV per share will result in an immediate dilution to your interest in our common stock
and a reduction of our NAV per share. This dilution 67weuld—- would occur as a result of a proportionately greater decrease in a
stockholder’ s interest in our earnings and assets and voting interest in us than the increase in our assets resulting from such
issuance. Because the number of future shares of common stock that may be issued below our NAV per share and the price and
timing of such issuances are not currently known, we cannot predict the actual dilutive effect of any such issuance. We also
cannot determine the resulting reduction in our NAV per share of any such issuance at this time. We caution you that such
effects may be material, and we undertake to describe all the material risks and dilutive effects of any offering that we make at a



price below our then- current NAV in the future in a prospectus supplement issued in connection with any such offering.
Investing in our common stock may involve an above average degree of risk. The investments we make in accordance with our
investment objective may result in a higher amount of risk than alternative investment options and a higher risk of volatility or
loss of principal. Our investments in portfolio companies involve higher levels of risk, and therefore, an investment in our shares
may not be suitable for someone with lower risk tolerance. In addition, our common stock is intended for long- term investors
and should not be treated as a trading vehicle. Our shares may trade at a price that is less than the offering price. This risk may
be greater for investors who sell their shares in a relatively short period of time after completion of an offering. Shares of closed-
end investment companies, including business development companies, often trade at a discount to their NAV. Shares of closed-
end investment companies, including business development companies, may trade at a discount from NAV. This characteristic
of closed- end investment companies and business development companies is separate and distinct from the risk that our NAV
per share may decline. We cannot predict whether our common stock will trade at, above or below NAV. Fhere-65There is a
risk that investors in our equity securities may not receive distributions 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 quarterly basis to our stockholders
out of assets legally available for distribution. We cannot assure you that we will achieve investment results that will allow us to
make a specified level of cash distributions or year- to- year increases in cash distributions. If the amount of any distribution
exceeds the sum of our investment company taxable income, determined without regard to any deduction for distributions paid,
and net capital gains, if any, then all or a portion of such distribution could constitute a return of capital to stockholders rather
than dividend income for tax purposes. A return of capital is a return to investors of a portion of their original investment in the
company rather than income or capital gains. A return of capital will have the effect of reducing a stockholder’ s basis in its
shares of common stock, which may, if such stockholder sells or otherwise disposes such stock at a price greater than its then-
current basis, result in a higher taxable gain to such stockholder at the time of sale. Our ability to pay distributions might be
adversely affected by the impact of one or more of the risk factors described in this annual report on Form 10- K. Due to the
asset coverage test applicable to us under the 1940 Act as a business development company, we may be limited in our ability to
make distributions. If we declare a dividend and if more stockholders opt to receive cash distributions rather than participate in
our distribution reinvestment plan, we may be forced to sell some of our investments in order to make cash dividend payments.
In addition, after the reinvestment period under the Credit Facility, asset sales proceeds, if any (including any realized gains),
must be used to pay down any outstanding debt and certain other amounts prior to distributing cash from WhiteHorse Credit to
us. Also, if certain coverage tests are not met under the Credit Facility, the Private Notes or the Public Notes or if an event of
default and acceleration occurs under the Credit Facility, the Private Notes or the Public Notes, then income and capital gains
which would otherwise be distributable by us to our stockholders will be diverted to pay down debt or other amounts due under
the Credit Facility, the Private Notes or the Public Notes, as applicable. All distributions will be paid at the discretion of our
board of directors and will depend on our earnings, 68etr—- our financial condition, maintenance of our ability to be subject to
tax as a RIC, compliance with applicable business development company regulations and such other factors as our board of
directors may deem relevant from time to time. We cannot assure investors that we will pay distributions to our stockholders in
the future. FATCA withholding may apply to payments to certain foreign entities. Withholding of U. S. tax at a 30 % rate is
currently required on payments of dividends paid to certain non- U. S. entities that fail to comply with certain information
reporting, identification, certification, and related requirements imposed by FATCA. Stockholders and persons intended to hold
common stock should consult their tax advisors regarding FATCA and how it may affect an investment in our stock. Our
stockholders could experience dilution in their ownership percentage if they do not participate in our distribution reinvestment
plan. All distributions declared in cash payable to stockholders that are participants in our distribution reinvestment plan are
automatically reinvested in shares of our common stock. As a result, our stockholders that do not participate in our distribution
reinvestment plan could experience dilution in their ownership percentage of our common stock over time if we issue additional
shares of our common stock. Our stockholders may receive shares of our common stock as dividends, which could result in
adverse tax consequences to them. In order to satisfy the Annual Distribution Requirement, we may declare a large portion of a
dividend in shares of our common stock instead of in cash. Historically, we have not declared any portion of our dividends in
shares of our common stock. As long as at least 20 % of such dividend is paid in cash and certain requirements are met, the
entire distribution will be treated as a dividend for U. S. federal income tax purposes. As a result, a stockholder generally would
be-66be subject to tax on 100 % of the fair market value of the dividend on the date the dividend is received by the stockholder
in the same manner as a cash dividend, even though most of the dividend was paid in shares of our common stock. 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, including by any selling stockholders, adoption of an at the market
issuance program, or the availability of such common stock for sale, whether or not actually sold, 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 issue preferred stock, debt securities or convertible debt securities,
the NAV and market value of our common stock may become more volatile. We cannot assure you that the issuance of
preferred stock and / or debt securities would result in a higher yield or return to the holders of our common stock. The issuance
of preferred stock, debt securities or convertible debt would likely cause the NAV and market value of our common stock to
become more volatile. If the dividend rate on the preferred stock, or the interest rate on the debt securities, were to approach the
net rate of return on our investment portfolio, the benefit of leverage to the holders of our common stock would be reduced. If
the dividend rate on the preferred stock, or the interest rate on the debt securities, were to exceed the net rate of return on our
portfolio, the use of leverage would result in a lower rate of return to the holders of common stock than if we had not issued the
preferred stock or debt securities. Any decline in the NAV of our investment would be borne entirely by the holders of our
common stock. Therefore, if the market value of our portfolio were to decline, the leverage would result in a greater decrease in



NAYV to the holders of our common stock than if we were not leveraged through the issuance of preferred stock. This decline in
NAYV would also tend to cause a greater decline in the market price for our common stock. 6é9Fhere—- There is also a risk that,
in the event of a sharp decline in the value of our net assets, we would be in danger of failing to maintain required asset
coverage ratios which may be required by the preferred stock, debt securities, convertible debt or of a downgrade in the ratings
of the preferred stock, debt securities, convertible debt or our current investment income might not be sufficient to meet the
dividend requirements on the preferred stock or the interest payments on the debt securities. In order to counteract such an
event, we might need to liquidate investments in order to fund redemption of some or all of the preferred stock, debt securities or
convertible debt. In addition, we would pay (and the holders of our common stock would bear) all costs and expenses relating to
the issuance and ongoing maintenance of the preferred stock, debt securities, convertible debt or any combination of these
securities. Holders of preferred stock, debt securities or convertible debt may have different interests than holders of common
stock and may at times have disproportionate influence over our affairs. 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 NAV per share, then
you will experience an immediate dilution of the aggregate NAV 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, 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 NAV per
share of our common stock, then our stockholders would experience an immediate dilution of the aggregate NAV of their shares
as a result of the offering. The amount of any decrease in NAV is not predictable because it is not known at this time what the
subscription price and NAV 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. Frese-67These dilutive effects may be
exacerbated if we were to conduct multiple subscription rights offerings, particularly if such offerings were to occur over a short
period of time. In addition, subscription rights offerings and the prospect of future subscription rights offerings may create
downward pressure on the secondary market price of our common %tock due to the potentlal for the issuance of %hare% at a price
below our NAV Wlthout a COlrespondmg Change to our NAV - : R-an attita :

eenﬂﬁen—s’eeel&eﬁeuf—a-bﬁiﬁ*—te—fa—rs&e&pﬁa-l— Rlsk% Relatlng to Our Offermquhe market price of our securities 1 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 business development companies or other companies
in our sector, which are not necessarily related to the operating performance of the companies; ¢ changes in regulatory policies,
accounting pronouncements or tax guidelines, particularly with respect to RICs and business development companies; ¢ loss of
our qualification or ability to be subject to tax as a RIC or qualification as a business development company; ¢ changes in
earnings or variations in operating results; ¢ changes in the value of our portfolio 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 WhiteHorse Advisers’ or any of its affiliates’ key personnel; ¢
operating performance of companies comparable to us; ¢ general economic trends and other external factors; and ¢ loss of a
major funding source or an event of default under a material financing contract. See ““ Risks Relating to an Investment in our
Common Stock ” above for additional risks you should carefully consider before deciding to invest in shares of our common
stock. HWe-We are a holding company and depend on payments from our subsidiaries in order to make payments on any debt
securities that we may issue as well as to pay dividends on our common stock. Any debt securities that we issue will be
structurally subordinated to the obligations of our subsidiaries. We are a holding company and fund a majority of our



investments through wholly- owned subsidiaries, and a majority of the assets that we hold directly are the equity interests in
such subsidiaries. We depend upon the cash flow from our subsidiaries and the receipt of funds from them, any of which may be
subject to restriction or limitations based on the organizational documents of the subsidiaries and the agreements governing the
debt of any such subsidiary. In addition, because we are a holding company, any debt securities that we issue will be structurally
subordinated to the obligations of our subsidiaries. In the event that one of our subsidiaries becomes insolvent, liquidates,
reorganizes, dissolves or otherwise winds up, its assets will be used first to satisty the claims of its creditors. Consequently, any
claim by-68by us or our creditors, including holders of any debt securities that we may issue, against any subsidiary will be
structurally subordinated to all of the claims of the creditors of such subsidiary. We cannot assure security holders that they will
receive any payments required to be made under the terms of any debt securities that we may issue, dividends or other
distributions. Holders of preferred stock that we issue, if any, would have the right to elect members of the board of directors
and have class voting rights on certain matters. The 1940 Act requires that holders of shares of preferred stock must be entitled
as a class to elect two directors at all times and to elect a majority of the directors if dividends on such preferred stock are in
arrears by two years or more, until such arrearage is eliminated. In addition, certain matters under the 1940 Act require the
separate vote of the holders of any issued and outstanding preferred stock, including changes in fundamental investment
restrictions and conversion to open- end status and, accordingly, preferred stockholders could 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, might impair our ability to maintain our
ability to be subject to tax as a RIC. General Risk FactorsGlobal economic, political and market conditions may adversely affect
our business, results of operations and financial condition, including our revenue growth and profitability. The current
worldwide financial market situation, as well as growing social and political tensions in the United States and around the world,
may contribute to increased market volatility, may have long- term effects on the United States and worldwide financial
markets, and may cause economic uncertainties or deterioration in the United States and worldwide through economic sanctions
and otherwise. The fiscal, trade and foreign policies of foreign nations, such as China, North Korea and Iran, may have a severe
impact on the worldwide and U. S. financial markets. In addition, the policies of the U. S. administration may impact, among
other things, the U. S. and global economy and international trade and relation, among other areas, and the impact of such
policies on us, are unclear at present. We do not know how long the financial markets will be affected by these events and
cannot predict the effects of these or similar events in the future on the U. S. economy and securities markets or on our
investments. We monitor developments and seek to manage our investments in a manner consistent with achieving our
investment objective, but there can be no assurance that we will be successful in doing so. Changes to U. S. tariff and import /
export regulations may affect our portfollo compames and may negatlvely 1mpact our busmess results of operations or
financial condition. Significant Fh A d-ec Fregarding-potential sigaifteant-changes to
U. S. trade policies, treaties and tariffs, creatlng uncertalnty about the future relatlonshlp between the United States and other
countries. These developments yorthe-pereeption-that-any-of them-eenld-oeeur-, may have material adverse effect on global
economic conditions and the stability of global financial markets, and may significantly reduce global trade. Any of these
factors could dampen economic activity and limit our portfolio companies’ access to suppliers #2ef-0r customers, resulting in a
material adverse effect on their business, financial condition and results of operations, which in turn would negatively impact us.
‘We-On February 1, 2025, Donald Trump announced the imposition of a 25 % additional tariff on imports from Canada
and Mexico as well as an additional 10 % tariff on imports from China as part of a broader strategy to leverage access to
American markets in exchange for concessions from other countries. The continued pursuit of such a strategy could
result in changes to American trade policy, that would negatively impact our portfolio companies by subjecting them to
the aforementioned material negative effects associated with tariffs and an increasingly uncertain investment
environment. 69We are currently operating in a period of severe capital markets disruptions and economic uncertainty which
could impair our portfolio companies’ financial positions and operating results and affect the industries in which we invest and,
in turn, harm our operating results. The U. S. and global markets have, from time to time, experienced periods of disruption due
to events such as terrorist attacks; acts of war; natural disasters, such as earthquakes, tsunamis, fires, floods or hurricanes; and
outbreaks of epidemic, pandemic or contagious diseases. Such events have created, and continue to create, economic and
political uncertainties and have contributed to recent global economic instability. In particular, the U. S. capital markets have
recently experienced, and continue to experience, extreme volatility and disruption as a result of the-COVID—9-pandemte;
inflation, h&gher—changmg interest rates, the Russia- Ukraine war, conflicts in the Middle East Israel-—Hamas-war-and the
possibility of an economic recession. These events are having an adverse impact on the ability of lenders to originate loans, the
volume and type of loans originated, the ability of borrowers to make payments on their loans and the volume and type waivers
given to borrowers and remedies in the event of a default, each of which could have an adverse impact on the quantity and
quality of loans available to us. Unfavorable economic conditions could also increase our funding costs, limit our access to the
capital markets or result in a decision by lenders not to extend credit to us, which could have a material adverse effect on our
business, financial condition and results of operations. See “ — Continued uncertainty surrounding geopolitical and economic
conditions could have a material adverse effect on our business, results of operations and financial condition. ” Equity capital
may be particularly difficult to raise during periods of extreme volatile market conditions because, as a business development
company, we are generally not able to issue additional shares of our common stock at a price below NAV without obtaining
approval for such issuance from our stockholders and our board of directors. Volatility and dislocation in the capital markets can
also create a challenging environment in which to raise or access debt capital. If sustained for a prolonged period of time, the
current market conditions could result in difficulties refinancing or extending the maturity of our existing indebtedness or
obtaining additional indebtedness with comparable terms. The debt capital that will be available to us in the future, if at all, may
be at increased costs and on less favorable terms and conditions than what we currently experience. In addition, significant




changes or volatility in the capital markets may also have an adverse effect on the valuations of our investments. We also face
an increased risk of investor, creditor or portfolio company disputes, litigation and governmental and regulatory scrutiny as a
result of the effects of these events on economic and market conditions. Although governmental authorities worldwide have
implemented measures to stabilize the markets and foster economic growth, the ultimate success of these measures remain
unknown at this time and they may not adequately address the market dislocation. Events beyond our control, including public
health crises, could adversely impact our portfolio companies and our results of our operations. Periods of market volatility have
occurred and may in the future occur in response to pandemics or other events that are beyond our control. These types of events
have adversely affected and could contmue to adversely affect our operatlng results and the operatlng results of our portfolio

—Some force majeure events (such as natural disasters,
outbreaks of an 1nfect10us disease, pandemics or any other serious public health concern, war, terrorism, labor strikes,
government shutdowns, major plant breakdowns, ransomware attacks, government macroeconomic policies and social
instability) could adversely affect the ability 73efof a party (including the Company, the Adviser, a portfolio company or a
counterparty to the Company, the Adviser or a portfolio company) to perform its obligations. These risks could, among other
effects, adversely impact the cash flows available from a portfolio company, damage property, or instigate disruptions of
service. In addition, the cost to a portfolio company or the Company of repairing or replacing damaged assets resulting from
such force majeure event could be considerable. It is not possible to insure against all such events, and insurance proceeds
received, if any, could be inadequate to completely or even partially cover any loss of revenues or investments, any increases in
operating and maintenance expenses, or any replacements or rehabilitation of property. #-70In addition, certain force majeure
events could have a broader negative impact on the world economy and international business activity generally, or in any of the
countries in which we invest or our portfolio companies operate specifically. Such force majeure events could result in or
coincide with: increased volatility in the global securities, derivatives and currency markets; a decrease in the reliability of
market prices and difficulty in valuing assets; greater fluctuations in currency exchange rates; increased risk of default (by both
government and private issuers); further social, economic, and political instability; nationalization of private enterprise; greater
governmental involvement in the economy or in social factors that impact the economy; less governmental regulation and
supervision of the securities markets and market participants and decreased monitoring of the markets by governments or self-
regulatory organizations and reduced enforcement of regulations; limited, or limitations on, the activities of investors in such
markets; controls or restrictions on foreign investment, capital controls and limitations on repatriation of invested capital,
inability to purchase and sell investments or otherwise settle security or derivative transactions (i. e., a market freeze);
unavailability of currency hedging techniques; substantial, and in some periods extremely high, rates of inflation, which can last
many years and have substantial negative effects on credit and securities markets as well as the economy as a whole; recessions;
and difficulties in obtaining and / or enforcing legal judgments. Additionally, a major governmental intervention into industry,
including the nationalization of an industry or the assertion of control over one or more portfolio companies or its assets, could
result in a loss to us, including if the investment in such portfolio companies is canceled, unwound or acquired (which could
result in inadequate compensation). Any of the foregoing could therefore adversely affect the performance of us and our
investments. Although it is impossible to predict the consequences of these governmental actions, it is clear that these types of
events are negatively impacting and will continue to negatively impact us and our portfolio companies in the future. The effects
of public health crises ;-stehras-the-COVID-—19-pandemie-, may materially and adversely affect (i) the value of our investments
and the performance of us and our portfolio companies, (ii) the ability of our portfolio companies to continue to satisfy loan
covenants or make timely payments under loans provided by us, which may require us to restructure our investments or write
down the value of our investments, (iii) our ability to repay debt obligations to our lenders on time or at all, or (iv) our ability to
source, manage and achieve our investment objectives, all of which could adversely impact our portfolio companies and our
results of operations. Cybersecurity risks and cyber incidents may adversely affect our business or those of our portfolio
companies by causing a disruption to our operations, a compromise or corruption of confidential information and / or damage to
business relationships, or those of our portfolio companies, all of which could negatively impact our business, results of
operations or financial condition. A cyber incident is considered to be any adverse event that threatens the confidentiality,
integrity or availability of our information resources. These incidents may be an intentional attack or an unintentional event and
could involve gaining unauthorized access to, use, alteration or destruction of our information systems for purposes of
misappropriating assets, obtaining ransom payments, stealing confidential information, corrupting data or causing operational
disruption, or may involve phishing. The result of these incidents may include disrupted operations, misstated or unreliable
financial data, liability for stolen information, misappropriation of assets, increased cybersecurity protection and insurance costs,
litigation and damage to our business relationships. This could result in significant losses, reputational damage, litigation,
regulatory fines or penalties, or otherwise F4adversely—- adversely affect our business, financial condition or results of
operations . There may be substantial financial penalties or fines for breach of privacy laws (which may include
insufficient security for personal or other sensitive information). Non- compliance with any applicable privacy or data
security laws represents a serious risk to our business. Some jurisdictions have also enacted laws requiring companies to
notify individuals of data security breaches involving certain types of personal information . In addition, we may be
required to expend significant additional resources to modify our protective measures and to investigate and remediate
vulnerabilities or other exposures arising from operational and security risks. The costs related to cybersecurity incidents may
not be fully insured or indemnified. As our and our portfolio companies’ reliance on technology has increased, so have the risks
posed to our information systems, both internal and those provided by our Investment Adviser and third- party service providers,



and the information systems of our portfolio companies. We, our Investment Adviser and its affiliates have implemented
processes, procedures and internal controls to help mitigate eyberseenrity-71cybersecurity risks and cyber intrusions, but these
measures, as well as our increased awareness of the nature and extent of a risk of a cyber incident, may be ineffective and do not
guarantee that a cyber incident will not occur or that our financial results, operations or confidential information will not be
negatively impacted by such an incident. Third parties with which we do business (including, but not limited to, service
providers, such as accountants, custodians, transfer agents and administrators, and the issuers of securities in which we invest)
may also be sources or targets of cybersecurity or other technological risks. We outsource certain functions and these
relationships allow for the storage and processing of our information and assets, as well as certain investor, counterparty,
employee and borrower information. While we engage in actions to reduce our exposure resulting from outsourcing, we cannot
control the cybersecurity plans and systems put in place by these third parties and ongoing threats may result in unauthorized
access, loss, exposure or destruction of data, or other cybersecurity incidents, with increased costs and other consequences,
including those described above. Privacy and information security laws and regulation changes, and compliance with those
changes, may also result in cost increases due to system changes and the development of new administrative processes. We are
highly dependent on information systems and systems failures or interruption could significantly disrupt our business, which
may, in turn, negatively affect the market price of our common stock and our ability to pay dividends and other distributions.
We depend on the communications and information systems of our Investment Adviser and its affiliates as well as certain third-
party service providers. As our reliance on these systems has increased, so have the risks posed to these communications and
information systems. Any failure or interruption in these systems, including due to (i) electrical or telecommunication outages,
(i1) natural disasters such as earthquakes, tornadoes and hurricanes, (iii) disease pandemics, (iv) events arising from local or
larger state political or social matters, including terrorist activities, and (v) cyberattacks could cause disruptions in our activities.
We and our Investment Adviser could be the target of litigation. We and WhiteHorse Advisers could become the target of
securities class action litigation or other similar claims if our common stock price fluctuates significantly or for other reasons.
The proceedings could continue without resolution for long periods of time and the outcome of any such proceedings could
materially adversely affect our business, financial condition, and / or operating results. Any litigation or other similar claims
could consume substantial amounts of our management’ s time and attention, and that time and attention and the devotion of
associated resources could, at times, be disproportionate to the amounts at stake. Litigation and other claims are subject to
inherent uncertainties, and a material adverse impact on our financial statements could occur for the period in which the effect
of an unfavorable final outcome in litigation or other similar claims becomes probable and reasonably estimable. In addition, we
could incur expenses associated with defending ourselves against litigation and other similar claims, and these expenses could
be material to our earnings in future periods. We are subject to risks related to corporate social responsibility. There is irereased
ongoing public scrutiny related to environmental, social and governance (“ ESG ”) activities of public companies. We risk
damage to our brand and reputation if we do not act responsibly in a number of key areas, including diversity and inclusion,
environmental stewardship, support for local communities, corporate governance 75-and transparency and considering ESG
factors in our investment processes. Adverse incidents with respect to ESG activities could impact the value of our brand,
the cost of our operations and relationships with investors, all of which could negatively affect our business and results of
operations. Additionally, new regulatory initiatives related to ESG could adversely affect our business. 72Continued
uncertainty surrounding geopolitical and economic conditions could have a material adverse effect on our business,
results of operations and financial condition. International security issues and adverse developments in respect thereof
such as the current political tension between Russia, Ukraine and potentially western security alliances could materially
adversely affect global trade and economic activity. The conflicts between Russia and Ukraine and in the Middle East
have caused disruption, instability and volatility in global markets, economies and industries that could negatively
impact our business, results of operations and financial condition. The conflicts have already resulted in significant
volatility in certain equity, debt and currency markets, material increases in certain commodity prices, and economic
uncertainty. The conflicts may escalate and its resolution is unclear. For example, the U. S. government and other
governments have imposed severe sanctions against Russia and Russian interests and threatened additional sanctions
and controls. Sanctions and export control laws and regulations are complex, frequently changing, and increasing in
number, and they may impose additional legal compliance costs or business risks associated with our operations. In
addition, the ongoing conflicts in the Middle East may also cause additional inflation, disrupt supply chains and
potentially destabilize the region. These ongoing conflicts may also disrupt local, regional, national, and global markets
and economies affected by sanctions, and it is not possible to predict how long such conflicts and any related sanctions
will last. It is also not possible to predict with certainty these ongoing conflicts’ additional adverse effects on existing
macroeconomic conditions, currency exchange rates, and financial markets, all of which may affect our business
operations or the business operations of our portfolio companies. In addition to the increasing geopolitical risks in
Ukraine and the Middle East region, economic conditions across the world face continued uncertainty due to inflation,
higher interest rates, global supply chain challenges, concerns of an economic recession and heightened volatility in key
emerging market economies. New or continued economic deterioration will renew concerns about sovereign debt
sustainability, interdependencies among financial institutions and sovereigns, and political and other risks, particularly
as many global central banks implement differing monetary policy. Continued uncertainty in the external environment
has led to increased concern around the near- to medium- term outlook for economic progress in the regions in which we
operate, or may in the future operate, including Europe and Asia. Continuing uncertainties and challenging conditions
in the global economy and in the countries in which we operate, or may in the future operate, may adversely impact our
business, financial condition and results of operations. The current macroeconomic environment is highly volatile, and
continuing instability in global markets, including ongoing trade negotiations, uncertainty over inflation and energy



price fluctuations, have contributed to a challenging global economic environment. Future developments are dependent
upon a number of political and economic factors, including the additional borrowing incurred by countries since the
start of the pandemic and the potential for low growth expectations as social restrictions are lifted. As a result, we cannot
predict how long challenging conditions will exist or the extent to which the markets in which we operate, or may in the
future operate, may deteriorate. Uncertainty about presidential administration initiatives could negatively impact our
business, financial condition and results of operations. There is significant uncertainty with respect to legislation,
regulation and government policy at the federal level, as well as at the state and local levels. Recent events, including the
2024 U. S. presidential election, have created a climate of heightened uncertainty and introduced new and difficult- to-
quantify macroeconomic and political risks with potentially far- reaching implications. The presidential administration’
s changes to U. S. policy may impact, among other things, the U. S. and global economy, international trade and
relations, unemployment, immigration, taxes, healthcare, the U. S. regulatory environment, inflation and other areas.
Although we cannot predict the impact, if any, of these changes to our business, they could adversely affect our business,
financial condition, operating results and cash flows. Until we know what policy changes are made and how those
changes impact our business and the business or our competitors over the long term, we will not know if, overall, we will
benefit from them or be negatively affected by them. 73



