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under the Securities Act of 1933, other than securities offered in connection with a dividend reinvestment plan, check

the following box. x

It is proposed that this filing will become effective (check appropriate box):

o when declared effective pursuant to section 8(c).

CALCULATION OF REGISTRATION FEE UNDER THE
SECURITIES ACT OF 1933

Title of Securities Being Registered
Proposed Maximum
Aggregate Offering
Price(1)(2)

Amount of
Registration Fee

Common Stock, $0.01 par value per share $ 150,000,000 $ 19,320
Total(3) $ 150,000,000 $ 19,320

(1) Includes underwriters' option to purchase additional shares.
(2)
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Estimated pursuant to Rule 457(o) under the Securities Act of 1933 solely for the purpose of determining the
registration fee.

(3) In no event shall the aggregate offering price of all securities issued from time to time pursuant to the
registration statement exceed $150,000,000.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this

Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Securities and Exchange

Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell these securities and is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is

not permitted.

SUBJECT TO COMPLETION, DATED June 12, 2014

$150,000,000

Common Stock
We are an externally managed non-diversified closed-end management investment company that has elected to be

treated as a business development company under the Investment Company Act of 1940, or the 1940 Act. Our
investment objective is to provide our shareholders with both current income and capital appreciation primarily

through debt investments and, to a lesser extent, equity investments.

We may offer, from time to time, in one or more offerings or series, up to $150 million in shares of our common stock
to provide us with additional capital. Shares of our common stock may be offered at prices and on terms to be

described in one or more supplements to this prospectus.

Shares of our common stock may be offered directly to one or more purchasers, or through agents designated from
time to time by us, or to or through underwriters or dealers. The prospectus supplement relating to an offering will

identify any agents or underwriters involved in the sale of shares of our common stock, and will disclose any
applicable purchase price, fee, commission or discount arrangement between us and our agents or underwriters or

among our underwriters or the basis upon which such amount may be calculated. See �Plan of Distribution.� We may
not sell any shares of our common stock through agents, underwriters or dealers without delivery of this prospectus

and a prospectus supplement describing the method and terms of the offering of shares of our common stock.

Our common stock is traded on the NASDAQ Global Select Market under the symbol �OFS.� On June 9, 2014, the last
reported sales price on the NASDAQ Global Select Market for our common stock was $12.82 per share. We are

required to determine the net asset value per share of our common stock on a quarterly basis. Our net asset value per
share of our common stock as of March 31, 2014 was $14.45.

Please read this prospectus before investing and keep it for future reference. It contains important information about
us that a prospective investor ought to know before investing in our securities. We file annual, quarterly and current

reports, proxy statements and other information about us with the Securities and Exchange Commission. The
information is available free of charge by contacting Investor Relations of OFS Capital Corporation, 10 S. Wacker
Drive, Suite 2500, Chicago, IL 60606, or by calling us at (847) 734-2060 or on our website at www.ofscapital.com.

The Securities and Exchange Commission, or the SEC, maintains a website at www.sec.gov where such information is
available without charge. Information contained on our website is not incorporated by reference into this prospectus,

and you should not consider information contained on our website to be part of this prospectus.

Investing in shares of our common stock involves a high degree of risk, including credit risk and the risk of the
use of leverage. Before buying any shares of our common stock, you should read the discussion of the material

Edgar Filing: OFS Capital Corp - Form N-2

Common Stock 4



risks of investing in our common stock in �Risk Factors� beginning on page 15 of this prospectus.

Neither the SEC nor any state securities commission has approved or disapproved of these securities, or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

This prospectus may not be used to consummate sales of securities unless accompanied by a prospectus
supplement.

Prospectus dated            , 2014
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You should rely only on the information contained in this prospectus and any prospectus supplement to this
prospectus. We have not authorized any dealer, salesperson or other person to provide you with different
information or to make representations as to matters not stated in this prospectus or any accompanying

prospectus supplement. If anyone provides you with different or inconsistent information, you should not rely
on it. This prospectus and any such supplement do not constitute an offer to sell, or a solicitation of an offer to
buy, any securities by any person in any jurisdiction where it is unlawful for that person to make such an offer
or solicitation or to any person in any jurisdiction to whom it is unlawful to make such an offer or solicitation.

The information in this prospectus and any such supplement is accurate only as of its date, and under no
circumstances should the delivery of this prospectus and any such supplement or the sale of any common stock
imply that the information in this prospectus is accurate as of any later date or that the affairs of OFS Capital
Corporation have not changed since such date. This prospectus and any accompanying prospectus supplement

will be updated to reflect material changes.
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ABOUT THIS PROSPECTUS
This prospectus and any accompanying prospectus supplement is part of a registration statement that we have filed

with the Securities and Exchange Commission using the �shelf� registration process. Under the shelf registration
process, which constitutes a delayed offering in reliance on Rule 415 under the Securities Act of 1933, as amended,
we may offer, from time to time, up to $150 million of shares of our common stock on the terms to be determined at

the time of the offering. We may sell shares of our common stock through underwriters or dealers, �at-the-market� to or
through a market maker, into an existing trading market or otherwise directly to one or more purchasers or through
agents or through a combination of methods of sale. The identities of such underwriters, dealers, market makers or
agents, as the case may be, will be described in one or more supplements to this prospectus. Shares of our common

stock may be offered at prices and on terms described in one or more supplements to this prospectus. This prospectus
and any accompanying prospectus supplement provides you with a general description of shares of common stock that

we may offer. Each time we use this prospectus to offer shares of our common stock, we will provide a prospectus
supplement that will contain specific information about the terms of that offering. The prospectus supplement may

also add, update or change information contained in this prospectus. Please carefully read this prospectus and any such
supplements together with the additional information described under �Available Information� and �Risk Factors� sections

before you make an investment decision.

A prospectus supplement may also add to, update or change information contained in this prospectus.

ii
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PROSPECTUS SUMMARY
This summary highlights some of the information in this prospectus. It is not complete and may not contain all of the

information that you may want to consider before investing in our common stock. Throughout this prospectus, we
refer to OFS Capital Corporation and its consolidated subsidiaries as the �Company,� �we,� �us� or �our;� OFS Capital

Management, LLC as �OFS Advisor� or the �Advisor;� and OFS Capital Services, LLC as �OFS Services� or the
�Administrator.�

OFS Capital Corporation

We are an externally managed, closed-end, non-diversified management investment company formed in March 2001.
Our investment objective is to provide our shareholders with both current income and capital appreciation primarily
through debt investments and, to a lesser extent, equity investments. Our investment strategy focuses primarily on

investments in middle-market companies in the United States. We use the term �middle-market� to refer to companies
which may exhibit one or more of the following characteristics: number of employees between 150 and 2,000;

revenues between $15 million and $300 million; annual earnings before interest, taxes, depreciation and amortization,
or EBITDA, between $3 million and $50 million; generally, private companies owned by private equity firms or

owners/operators; and enterprise value between $10 million and $500 million. For additional information about how
we define the middle-market, see �The Company � Investment Criteria/Guidelines.�

In connection with our initial public offering, or IPO, on November 7, 2012, we converted from a limited liability
company to a corporation, as a result of which the sole membership interest held by Orchard First Source Asset

Management, LLC, or OFSAM, prior to the conversion was exchanged for 2,912,024 shares of our common stock. In
connection with our IPO, we elected to be treated as a business development company, or BDC, under the 1940 Act.

On November 14, 2012, we completed our IPO selling 6,666,667 shares of our common stock at a public offering
price of $15 per share, raising $100 million in gross proceeds. We incurred approximately $6.2 million of sales load
and $5.8 million of offering related costs in connection with our IPO. We utilized approximately $90 million of our

IPO proceeds to pay down the senior secured revolving credit facility, which OFS Capital WM, LLC, or OFS Capital
WM, our wholly owned subsidiary, entered into with Wells Fargo Bank, N.A., or Wells Fargo, and Madison Capital

Funding LLC, a subsidiary of New York Life Investments, or Madison Capital, to finance its business.

As of March 31, 2014, our investment portfolio consisted of outstanding loans of approximately $226.9 million in
aggregate principal amount in 56 portfolio companies, of which $52.3 million in aggregate principal amount was held

by OFS SBIC I, LP (formerly known as Tamarix Capital Partners, L.P.), or SBIC I LP, our wholly-owned SBIC
subsidiary, in nine portfolio companies. As of that date, 92% of our investment portfolio was comprised of senior

secured loans, 4% of subordinated loans and 4% of equity investments, at fair value.

As of March 31, 2014, our net asset value was approximately $139.2 million, or approximately $14.45 per share.

While our investment strategy focuses primarily on middle-market companies in the United States, including senior
secured loans, which includes first-lien, second-lien and unitranche loans as well as subordinated loans and, to a lesser

extent, warrants and other minority equity securities, we also may invest up to 30% of our portfolio in opportunistic
investments of non-eligible portfolio companies. Specifically, as part of this 30% basket, we may consider

investments in investment funds that are operating pursuant to certain exceptions to the 1940 Act and in advisers to
similar investment funds, as well as in debt of middle-market companies located outside of the United States and debt

and equity of public companies that do not meet the definition of eligible portfolio companies because their market
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capitalization of publicly traded equity securities exceeds the levels provided for in the 1940 Act.

Our investment strategy includes SBIC I LP, which received a small business investment company, or SBIC, license
from the U.S. Small Business Administration, or SBA, in May 2012. On December 4, 2013, we received approval

from the SBA to acquire all of the limited partnership interests in SBIC I LP and all of the ownership interests of its
general partner, OFS SBIC I GP, LLC (formerly known as Tamarix Capital G.P. LLC), or SBIC I GP, that were

owned or subscribed for by other persons (the �SBIC

1
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Acquisitions�). We acquired the interests on December 4, 2013, which resulted in SBIC I LP becoming a
wholly-owned subsidiary. The transaction was finalized in January 2014. For additional information on the acquisition

of SBIC I LP and SBIC I GP, see our consolidated financial statements and the related notes thereto included
elsewhere in this prospectus. The SBIC license allows SBIC I LP to receive SBA-guaranteed debenture funding,

subject to the issuance of a leverage commitment by the SBA and other customary procedures. SBA leverage funding
is subject to SBIC I LP�s payment of certain fees to the SBA, and the ability of SBIC I LP to draw on the leverage
commitment is subject to its compliance with SBA regulations and policies, including an audit by the SBA. For

additional information regarding the regulation of SBIC I LP, see �Regulation  � Small Business Investment Company
Regulations.�

On November 26, 2013, we received an exemptive order from the SEC to permit us to exclude the debt of SBIC I LP
guaranteed by the SBA from the definition of senior securities in the statutory 200% asset coverage ratio under the

1940 Act, allowing for greater capital deployment.

Our investment activities are managed by OFS Capital Management, LLC, or OFS Advisor, and supervised by our
board of directors, a majority of whom are independent of us, OFS Advisor and its affiliates. Under the investment

advisory and management agreement between us and OFS Advisor, or the Investment Advisory Agreement, we have
agreed to pay OFS Advisor an annual base management fee based on the average value of our total assets (other than

cash and cash equivalents and certain non-cash items resulting from the SBIC Acquisitions but including assets
purchased with borrowed amounts and including assets owned by any consolidated entity) as well as an incentive fee
based on our investment performance. On May 5, 2014, OFS Advisor agreed to reduce its base management fee by

two-thirds for the nine months commencing April 1, 2014 and ending December 31, 2014. For additional information
regarding the fees paid to OFS Advisor, see �Management and Other Agreements � Investment Advisory Agreement.�

We have also entered into an administration agreement, or Administration Agreement, with OFS Capital Services,
LLC, or OFS Services, our Administrator. Under our Administration Agreement, we have agreed to reimburse OFS
Services for our allocable portion (subject to the review and approval of our independent directors) of overhead and

other expenses incurred by OFS Services in performing its obligations under the Administration Agreement.

As a BDC, we must not acquire any assets other than �qualifying assets� specified in the 1940 Act unless, at the time the
acquisition is made, at least 70% of our total assets are qualifying assets (with certain limited exceptions). Qualifying
assets include investments in �eligible portfolio companies.� Under the relevant SEC rules, the term �eligible portfolio

company� includes all private companies, companies whose securities are not listed on a national securities exchange,
and certain public companies that have listed their securities on a national securities exchange and have a market

capitalization of less than $250 million, in each case organized in the United States.

We are permitted to borrow money from time to time within the levels permitted by the 1940 Act (which generally
allows us to incur leverage for up to 50% of our asset base). We may borrow money when the terms and conditions
available are favorable to do so and are aligned with our investment strategy and portfolio composition. The use of
borrowed funds or the proceeds from issuing our preferred stock to make investments would have its own specific

benefits and risks, and all of the costs of borrowing funds or issuing preferred stock would be borne by holders of our
common stock.

We have elected to be treated for tax purposes as a regulated investment company, or RIC, under Subchapter M of the
Internal Revenue Code of 1986, or the Code. To qualify as a RIC, we must, among other things, meet certain

source-of-income and assets diversification requirements. Pursuant to these elections, we generally will not have to
pay corporate-level taxes on any income we distribute to our shareholders.
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On September 28, 2010, OFS Capital WM entered into a $180.0 million secured revolving credit facility (as amended
from time to time, the �OFS Capital WM Credit Facility�) with Wells Fargo and Madison Capital, with the Class A
lenders (initially Wells Fargo) providing up to $135.0 million in Class A loans (�Class A Facility�) and the Class B

lenders (initially Madison Capital) providing up to $45.0 million in Class B loans (�Class B Facility�). The OFS Capital
WM Credit Facility is secured by all current and future eligible loans acquired by OFS Capital WM. The loan

facilities with Wells Fargo and Madison Capital had

2
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five- and six-year terms, respectively, and both facilities provided a one-year option for extension upon the approval
of the lenders. The loan facilities had a reinvestment period of two years after the closing date of the OFS Capital WM
Credit Facility, which could be extended by one year with the consent of each lender. Outstanding borrowings on the

loan facilities were limited to the lesser of (1) $180.0 million and (2) the borrowing base as defined by the OFS
Capital WM Credit Facility loan documents. OFS Capital WM is obligated to pay interest on the outstanding loans on
each quarterly payment date. The Class B Facility was terminated in January 2013. In connection with the closing of
the OFS Capital WM Credit Facility, OFS Capital WM incurred financing costs of approximately $3.5 million were

deferred and amortized over the term of OFS Capital WM Credit Facility. As a result of the amendments to OFS
Capital WM Credit Facility in 2012 (�WM 2012 Credit Facility Amendments�), we have substantial additional input
into certain key management decisions with respect to OFS Capital WM�s portfolio companies, including decisions

with respect to amendments to or modifications of the investments in these entities, or noticing or waiving of defaults
or accelerating portfolio loans.

Organizational Structure as of March 31, 2014

About OFS and Our Adviser

OFS (which refers to the collective activities and operations of OFSAM and its subsidiaries and certain affiliates) is an
investment platform focused on meeting the capital needs of middle-market companies. OFS is the successor to First
Source Financial Inc., which was founded in 1995 as a joint venture between Dominion Capital, Inc., a wholly-owned
subsidiary of Dominion Resources, Inc., or Dominion, and Household Commercial Financial Services Inc., a unit of

Household International, or Household. Household sold its interest in First Source Financial Inc. to Dominion in 1997.
In 2003, Orchard Paladin Management, LLC, our predecessor, acquired from Dominion a portfolio of performing and
non-performing loans of approximately $625 million in aggregate commitment amount, plus additional investments in
equity securities. Shortly thereafter, in 2004, Orchard Paladin Management, LLC acquired Dominion�s interest in First
Source Financial Inc. Most of the loan workouts and special situations investments managed by our senior managers
since 2003 involved loans in the portfolio acquired from Dominion and loans acquired as a result of the purchase of

Dominion�s interest in First Source Financial Inc.

As of March 31, 2014, OFS had 40 full-time employees and two part-time employees. OFS is headquartered in
Chicago, Illinois, with additional offices in New York, New York and Los Angeles, California.

3
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Our investment activities are managed by OFS Advisor, our investment adviser. OFS Advisor is responsible for
sourcing potential investments, conducting research and diligence on potential investments and equity investors,
analyzing investment opportunities, structuring our investments and monitoring our investments and portfolio

companies on an ongoing basis. OFS Advisor is a subsidiary of OFSAM, our parent company prior to the completion
of our IPO, and is a registered investment adviser under the Investment Advisers Act of 1940, or the Advisers Act.

Our relationship with OFS Advisor is governed by and dependent on the Investment Advisory Agreement and may be
subject to conflicts of interest. We have entered into the Investment Advisory Agreement, pursuant to which OFS

Advisor provides us with advisory services in exchange for a base management fee and incentive fee. See
�Management and Other Agreements � Investment Advisory Agreement� for a discussion of the base management fee
and incentive fee payable by us to OFS Advisor. The base management fee is based on our total assets (other than

cash and cash equivalents and the intangible asset and goodwill resulting from the SBIC Acquisitions but including
assets purchased with borrowed amounts and including assets owned by any consolidated entity) and, therefore, OFS

Advisor will benefit when we incur debt or use leverage. Our board of directors is charged with protecting our
interests by monitoring how OFS Advisor addresses these and other conflicts of interest associated with its

management services and compensation. While our board of directors is not expected to review or approve each
borrowing or incurrence of leverage, our independent directors will periodically review OFS Advisor�s services and

fees as well as its portfolio management decisions and portfolio performance.

OFS Advisor has entered into a staffing agreement, or the Staffing Agreement, with Orchard First Source Capital,
Inc., or OFSC, a wholly-owned subsidiary of OFSAM. With the exception of Richard Ressler, OFSC employs all of

OFS�s investment professionals. Under the Staffing Agreement, OFSC will make experienced investment professionals
available to OFS Advisor and provide access to the senior investment personnel of OFS and its affiliates. The Staffing
Agreement provides OFS Advisor with access to deal flow generated by OFS and its affiliates in the ordinary course

of their businesses and commits the members of OFS Advisor�s investment committee to serve in that capacity. As our
investment adviser, OFS Advisor is obligated to allocate investment opportunities among us and any other clients

fairly and equitably over time in accordance with its allocation policy.

OFS Advisor capitalizes on the significant deal origination and sourcing, credit underwriting, due diligence,
investment structuring, execution, portfolio management and monitoring experience of OFS�s professionals. The senior

management team of OFS, including Glenn Pittson, Bilal Rashid, Jeff Cerny and Mark Hauser, provides services to
OFS Advisor. These managers have developed a broad network of contacts within the investment community,

averaging over 20 years of experience investing in debt and equity securities of middle-market companies. In addition,
these managers have gained extensive experience investing in assets that will constitute our primary focus and have

expertise in investing across all levels of the capital structure of middle-market companies.

OFS Advisor�s investment committee, or the Advisor Investment Committee, which is comprised of Richard Ressler
(Chairman), Jefffrey Cerny, Peter Fidler, Mark Hauser, Glenn Pittson, Bilal Rashid, and Peter Rothschild, is

responsible for our overall asset allocation decisions, as well as approval all of investments made by us directly or
through OFS Capital WM. Certain members of the Advisor�s Investment Committee perform a similar role for other

investments managed by OFS and its affiliates.

The investment committee for SBIC I LP, or the SBIC Investment Committee (and, together with the Advisor
Investment Committee, the Investment Committees), which is comprised of Peter Fidler, Mark Hauser, Glenn Pittson,
and Peter Rothschild is responsible for approval of all of investments made by SBIC I LP. Any investment decision on

the part of SBIC I LP requires the unanimous approval of the SBIC Investment Committee.
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Our Administrator

OFS Services, an affiliate of OFS Advisor, provides the administrative services necessary for us to operate. OFS
Services furnishes us with officers and their staffs, office facilities and equipment, necessary software licenses and
subscriptions and clerical, bookkeeping and recordkeeping services at such facilities. OFS Services oversees our

financial reporting as well as prepares our reports to shareholders and all other

4
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reports and materials required to be filed with the SEC or any other regulatory authority. OFS Services also manages
the determination and publication of our net asset value and the preparation and filing of our tax returns and generally
monitors the payment of our expenses and the performance of administrative and professional services rendered to us

by others. OFS Services may retain third parties to assist in providing administrative services to us.

Market Opportunity

Our investment strategy is focused primarily on investments in middle-market companies in the United States. We
find the middle-market attractive for the following reasons:

Large Target Market.  We believe that these middle-market companies represent a significant growth segment of the
U.S. economy and often require substantial capital investments to grow.

Specialized Lending Requirements with High Barriers to Entry.  We believe that several factors render many U.S.
financial institutions ill-suited to lend to U.S. middle-market companies. As a result, middle-market companies

historically have been served by a limited segment of the lending community. As a result of the unique challenges
facing lenders to middle-market companies, there are high barriers to entry that a new lender must overcome.

Robust Demand for Debt Capital.  We believe that private equity firms have significant committed but uncalled
capital, a large portion of which is still available for investment in the United States.

Competitive Strengths and Core Competencies

Deep Management Team Experienced in All Phases of Investment Cycle and Across All Levels of the Capital
Structure.  We are managed by OFS Advisor, which has access through the Staffing Agreement with OFSC to the

resources and expertise of OFS�s investment professionals. As of March 31, 2014, OFS�s credit and investment
professionals (including all investment committee members) employed by OFSC had an average of over 15 years of

investment experience with strong institutional backgrounds.

Significant Investment Capacity.  The net proceeds of equity offerings and borrowing capacity under our credit
facilities, will provide us with a substantial amount of capital available for deployment into new investment

opportunities in our targeted asset class.

Scalable Infrastructure Supporting the Entire Investment Cycle.  We believe that our loan acquisition, origination
and sourcing, underwriting, administration and management platform is highly scalable (that is, it can be expanded on

a cost efficient basis within a timeframe that meets the demands of business growth). Our platform extends beyond
origination and sourcing and includes a regimented credit monitoring system. We believe that our careful approach,
which involves ongoing review and analysis by an experienced team of professionals, should enable us to identify

problems early and to assist borrowers before they face difficult liquidity constraints.

Extensive Loan Sourcing Capabilities.  OFS Advisor gives us access to the deal flow of OFS. We believe OFS�s
19-year history as a middle-market lending platform and its market position make it a leading lender to many sponsors

and other deal sources, especially in the currently under-served lending environment, and we have extensive
relationships with potential borrowers and other lenders.

Structuring with a High Level of Service and Operational Orientation.  We provide client-specific and creative
financing structures to our portfolio companies. Based on our experience in lending to and investing in middle-market
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companies, we believe that the middle-market companies we target, as well as sponsor groups we may pursue, require
a higher level of service, creativity and knowledge than has historically been provided by other service providers more

accustomed to participating in commodity-like loan transactions.

Rigorous Credit Analysis and Approval Procedures.  OFS Advisor utilizes the established, disciplined investment
process of OFS for reviewing lending opportunities, structuring transactions and monitoring investments. Using OFS�s

disciplined approach to lending, OFS Advisor seeks to minimize credit losses through effective underwriting,
comprehensive due diligence investigations, structuring and, where appropriate, the implementation of restrictive debt

covenants.

5
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Structure of Investments

We anticipate that our loan portfolio will continue to contain investments of the following types:

First-Lien Senior Secured Loans.  First-lien senior secured loans comprise a significant portion of our investment
portfolio.

Senior Secured Unitranche Loans.  Unitranche loans are loans that combine both senior and subordinated debt into
one loan under which the borrower pays a single blended interest rate that is intended to reflect the relative risk of the

secured and unsecured components.

Second-lien Senior Secured Loans.  We obtain security interests in the assets of these portfolio companies as
collateral in support of the repayment of such loans. This collateral typically takes the form of second-priority liens on
the assets of a portfolio company, and we may enter into an intercreditor agreement with the holders of the portfolio

company�s first-lien senior secured debt.

Unsecured Subordinated (�Mezzanine�) Loans.  We structure these investments as unsecured, subordinated loans
that typically provide for relatively high, fixed interest rates that provide us with significant current interest income.

Warrants and Other Minority Equity Securities.  In some cases, we will also receive nominally priced warrants or
options to buy a minority equity interest in the portfolio company in connection with such a loan. As a result, as a

portfolio company appreciates in value, we may achieve additional investment return from this equity interest.

General Structuring Considerations.  We tailor the terms of each investment to the facts and circumstances of the
transaction and the prospective portfolio company, negotiating a structure that protects our rights and manages our

risk while creating incentives for the portfolio company to achieve its business plan and improve its operating results.

We expect to hold most of our investments to maturity or repayment, but we may sell some of our investments earlier
if a liquidity event occurs, such as a sale, recapitalization or worsening of the credit quality of the portfolio company.

Conflicts of Interests

Subject to certain 1940 Act restrictions on co-investments with affiliates, OFS Advisor will offer us the right to
participate in investment opportunities that it determines are appropriate for us in view of our investment objective,

policies and strategies and other relevant factors. Such offers will be subject to the exception that, in accordance with
OFS Advisor�s allocation policy, we might not participate in each individual opportunity but will, on an overall basis,

be entitled to participate fairly and equitably with other entities managed by OFS Advisor and its affiliates.

To the extent that we compete with entities managed by OFS Advisor or any of its affiliates for a particular
investment opportunity, OFS Advisor will allocate investment opportunities across the entities for which such

opportunities are appropriate, consistent with (a) its internal allocation policy, (b) the requirements of the Advisers
Act, and (c) certain restrictions under the 1940 Act and rules thereunder regarding co-investments with affiliates. OFS

Advisor�s allocation policy is intended to ensure that we may generally share fairly and equitably with other
investment funds or other investment vehicles managed by OFS Advisor or its affiliates in investment opportunities
that OFS Advisor determines are appropriate for us in view of our investment objective, policies and strategies and
other relevant factors, particularly those involving a security with limited supply or involving differing classes of

securities of the same issuer that may be suitable for us and such other investment funds or other investment vehicles.
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Under this allocation policy, if two or more investment vehicles with similar or overlapping investment strategies are
in their investment periods, an available opportunity will be allocated based on the provisions governing allocations of

such investment opportunities in the relevant organizational, offering or similar documents, if any, for such
investment vehicles. In the absence of any such provisions, OFS Advisor will consider the following factors and the

weight that should be given with respect to each of these factors:
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�investment guidelines and/or restrictions, if any, set forth in the applicable organizational, offering or similar
documents for the investment vehicles;

� risk and return profile of the investment vehicles;
� suitability/priority of a particular investment for the investment vehicles;

� if applicable, the targeted position size of the investment for the investment vehicles;
� level of available cash for investment with respect to the investment vehicles;

� total amount of funds committed to the investment vehicles; and
� the age of the investment vehicles and the remaining term of their respective investment periods, if any.

In situations where co-investment with such other accounts is not permitted or appropriate, such as when there is an
opportunity to invest in different securities of the same issuer, OFS Advisor will need to decide which account will

proceed with the investment. The decision by OFS Advisor to allocate an opportunity to another entity could cause us
to forego an investment opportunity that we otherwise would have made. See �Related-Party Transactions and Certain

Relationships.�

Corporate Information

Our principal executive offices are located at 10 S. Wacker Drive, Suite 2500, Chicago, IL, 60606, and our telephone
number is (847) 734-2060. Our corporate website is located at http://www.ofscapital.com. Information on our website

is not incorporated into or a part of this prospectus.

Implications of Being an Emerging Growth Company

We qualify as an emerging growth company, as that term is used in the Jumpstart Our Business Startups Act of 2012
(the �JOBS Act�). An emerging growth company may take advantage of specified reduced reporting and other burdens

that are otherwise applicable generally to public companies. These provisions include:

�An exemption from the auditors attestation requirement in the assessment of the emerging growth company�s internal
control over financial reporting under Section 404 of the Sarbanes-Oxley Act of 2002 (the �Sarbanes-Oxley Act�);

� No non-binding advisory votes on executive compensation or golden parachute arrangements; and
� Reduced financial statement and executive compensation requirements.

Notwithstanding the foregoing, we have complied with Section 404(b) of the Sarbanes-Oxley Act regarding auditor
attestation for the fiscal year ended December 31, 2013. We have not yet determined whether we will take advantage
of any other exemptions that are not already applicable to business development companies. If we do take advantage

of any of the other exemptions, we do not know if some investors will find our common stock less attractive as a
result. The result may be a less active trading market for our common stock and our stock price may be more volatile.

We could remain an emerging growth company for up to five years, or until the earliest of (a) the last day of the first
fiscal year in which our annual gross revenues exceed $1 billion, (b) the date that we become a �large accelerated filer�
as defined in Rule 12b-2 under the Exchange Act, which would occur if the market value of our common stock that is
held by non-affiliates exceeds $700 million as of the last business day of our most recently completed second fiscal
quarter, or (c) the date on which we have issued more than $1 billion in non-convertible debt during the preceding

three year period.

Risks
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Investing in our common stock may be speculative and involves certain risks relating to our structure and our
investment objective that you should consider before deciding whether to invest. Certain of these risks are referenced

below:
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Capital markets are currently functional, but may experience periods of disruption and instability, which could have a
negative impact on our business and operations.

There are numerous risks relating to our business, including credit losses on our investments, the risk of loss
associated with leverage, illiquidity and valuation uncertainties in our investments, possible lack of appropriate
investments, the lack of experience in operating a BDC of our investment adviser and our dependence on such

investment adviser.

There are also numerous risks relating to our investments, including the risky nature of the securities in which we
invest, the subordinated nature of select investments, our potential lack of control over our portfolio companies, our

limited ability to invest in public or foreign companies and the potential incentives in our investment adviser to invest
more speculatively than it would if it did not have an opportunity to earn incentive fees.

We also have various risks relating to our status as a BDC, including limitations on raising additional capital, failure
to qualify as a BDC and loss of tax status as a RIC.

There are also risks relating to this offering, including volatility in our stock price and the anti-takeover effect of
certain provisions in our certificate of incorporation.

See �Risk Factors� beginning on page 15 of this prospectus for a more detailed discussion of these and other material
risks you should carefully consider before deciding to invest in our common stock.

Recent Developments

On April 8, 2014, our board of directors dismissed McGladrey LLP (�McGladrey�) as our independent registered public
accounting firm. The decision of our board of directors to dismiss McGladrey was recommended by our audit
committee. In March and April 2014, the audit committee of our board of directors conducted a review of the

selection of our independent registered public accounting firm. As part of this process, we contacted four other
independent registered public accounting firms and solicited input from them on their ability to provide the audit

services that we require. Among other considerations, we sought detailed information about their experience auditing
other business development companies that have elected to be taxed as regulated investment companies. We contacted

these four other independent registered public accounting firms for the audit of our annual consolidated financial
statements for the fiscal year ending December 31, 2014. As a result of this review, on April 11, 2014, we engaged

BDO USA, LLP (�BDO�) to serve as our new independent registered public accounting firm to audit our consolidated
financial statements for the fiscal year ending December 31, 2014.

On May 5, 2014, we were notified by OFS Advisor that, effective as of April 1, 2014, it would reduce its base
management fee by two-thirds for the balance of the 2014 fiscal year. Specifically, OFS Advisor agreed to reduce its
base management fee from 0.4375% per quarter to 0.145833% per quarter for the second, third, and fourth quarters of

2014. Accordingly, the effective annual base management fee for the 2014 fiscal year will be equal to or less than
50% of the 1.75% required by our Investment Advisory Agreement with OFS Advisor, or not greater than 0.875%.
OFS Advisor informed us that this reduction was being made for the benefit of our shareholders to take into account

unforeseen delays in completing the SBIC Acquisitions.

8
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FEES AND EXPENSES
The following table is intended to assist you in understanding the costs and expenses that you will bear directly or
indirectly. We caution you that some of the percentages indicated in the table below are estimates and may vary.

Except where the context suggests otherwise, whenever this prospectus contains a reference to fees or expenses paid
by �us,� �the Company� or �OFS Capital,� or that �we� will pay fees or expenses, you will indirectly bear such fees or

expenses as an investor in OFS Capital.

Shareholder transaction expenses:
Sales load (as a percentage of offering price) � %(1)

Offering expenses (as a percentage of offering price) � %(2)

Dividend reinvestment plan expenses � %(3)

Total shareholder transaction expenses (as a percentage of offering price) � % 
Annual expenses (as a percentage of net assets attributable to common stock):
Base management fee payable under Investment Advisory Agreement 2.91  %(4)

Incentive fees payable under Investment Advisory Agreement �  %(5)

Interest payments on borrowed funds 2.85  %(6)

Other expenses 4.14%  %(7)(8)

Acquired fund fees and expenses �  %(9)

Total annual expenses 9.90  %(4)(8)

(1)
In the event that the shares of common stock to which this prospectus relates are sold to or through underwriters, a
corresponding prospectus supplement will disclose the applicable sales load and the following Example will be
updated accordingly.

(2)The related prospectus supplement will disclose the applicable offering expenses and total shareholder transaction
expenses.

(3)The expenses of the dividend reinvestment plan are included in �other expenses.� For additional information, see
�Dividend Reinvestment Plan.�

(4)

Commencing November 1, 2013 through March 31, 2014, our base management fee, under the Investment
Advisory Agreement was 1.75% per year of our total assets (other than cash and cash equivalents and goodwill and
intangible assets relating to the SBIC Acquisitions but including assets purchased with borrowed amounts and
including assets owned by any consolidated entity). On May 5, 2014, OFS Advisor agreed to reduce its base
management fee by two-thirds for the nine months commencing April 1, 2014 and ending December 31, 2014.
Accordingly, the effective annual base management fee for the 2014 fiscal year will be equal to or less than 50% of
the 1.75% required by our Investment Advisory Agreement with OFS Advisor, or not greater than 0.875%.
Notwithstanding the foregoing, the above table assumes that the base management fee is 1.75% in all cases, and
does not reflect the reduction in place for the balance of 2014. We may from time to time decide it is appropriate to
change the terms of the agreement. Under the 1940 Act, any material change to our Investment Advisory
Agreement must be submitted to shareholders for approval. See �Management and Other Agreements � Investment
Advisory Agreement.�

The 2.91% fee reflected in the table is calculated by determining the ratio that the base management fee bears to our
net assets attributable to common stock (rather than our total assets). The estimate of our base management fee

referenced in the table is based on our total assets (other than cash and cash equivalents and goodwill and intangible
assets relating to the SBIC Acquisitions but including assets purchased with borrowed money and assets of any

consolidated entity) as of March 31, 2014.
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(5)

Assumes no incentive fee earned by the Advisor, which is consistent with the amount earned for the three months
ended March 31, 2014. For more detailed information about incentive fees related to capital gains incurred by us
that are not payable to the Advisor under the terms of the Investment Management Agreement, please see Note 4 to
our consolidated financial statements for the three months ended March 31, 2014, included elsewhere in this
prospectus.
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The incentive fee consists of two parts:

The first, payable quarterly in arrears, equals 20.0% of our pre-incentive fee net investment income initially calculated
based on values at the closing of this offering (including income that is accrued but not yet received in cash), subject
to a 2.0% quarterly (8.0% annualized) hurdle rate and a �catch-up� provision measured as of the end of each calendar
quarter. Under this provision, in any calendar quarter, OFS Advisor receives no incentive fee until our pre-incentive
fee net investment income equals the hurdle rate of 2.0% but then receives, as a �catch-up,� 100% of our pre-incentive
fee net investment income with respect to that portion of such pre-incentive fee net investment income, if any, that
exceeds the hurdle rate but is less than 2.5%. The effect of this provision is that, if pre-incentive fee net investment

income exceeds 2.5% in any calendar quarter, OFS Advisor will receive 20.0% of our pre-incentive fee net investment
income as if a hurdle rate did not apply.

The hurdle rate is fixed at 2.0% quarterly (8% annualized), which means that, if interest rates rise, it will be easier for
our pre-incentive fee net investment income to surpass the hurdle rate, which could lead to the payment of fees to OFS

Advisor in an amount greater than expected. There is no accumulation of amounts on the hurdle rate from quarter to
quarter and accordingly there is no clawback of amounts previously paid if subsequent quarters are below the

quarterly hurdle rate and there is no delay of payment if prior quarters are below the quarterly hurdle rate.

The second part, payable annually in arrears, equals 20.0% of our realized capital gains on a cumulative basis as of the
closing of this offering through the end of the year, if any (or upon the termination of the Investment Advisory

Agreement, as of the termination date), computed net of all realized capital losses and unrealized capital depreciation
on a cumulative basis, less the aggregate amount of any previously paid capital gain incentive fees. The incentive fee
is determined on a consolidated basis and, as such, will apply to the operations of SBIC I LP and OFS Capital WM if

and for so long as their financial statements are consolidated with ours. See �Management and Other
Agreements � Investment Advisory Agreement.�

(6)

Interest payments on borrowed funds represents an estimate of our annualized interest expenses based on actual
interest and credit facility expenses incurred for the three months ended March 31, 2014. Under the OFS Capital
WM Credit Facility, our wholly-owned subsidiary, OFS Capital WM, had debt in the amount of $103.5 million
outstanding as of March 31, 2014. In addition, at March 31, 2014, SBIC I LP had SBA debentures payable in the
amount of $26 million.

We may borrow additional funds from time to time to make investments to the extent we determine that the economic
situation is conducive to doing so. We also anticipate that SBIC I LP will incur additional leverage upon SBA

approval and compliance with other customary procedures. Our shareholders will bear directly or indirectly the costs
of borrowings under any debt instruments we may enter into.

(7)

Includes our overhead expenses, including payments under the Administration Agreement based on our allocable
portion of overhead and other expenses incurred by OFS Services. See �Management and Other
Agreements � Administration Agreement.� �Other expenses� also includes the management fee OFS Capital WM pays
to MCF Capital Management, LLC, which is the loan manager and also an affiliated entity of Madison Capital
(�Loan Manager�). These expenses are based on estimated amounts for the current fiscal year.

(8) Estimated.

(9)
Our shareholders indirectly bear the expenses of underlying funds or other investment vehicles that would be
investment companies under section 3(a) of the 1940 Act but for the exceptions to that definition provided for in
sections 3(c)(1) and 3(c)(7) of the 1940 Act (�Acquired Funds�) in which we invest.

10
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Example

The following example demonstrates the projected dollar amount of total cumulative expenses over various periods
with respect to a hypothetical investment in our common stock. In calculating the following expense amounts, we
have assumed we would have no additional leverage and that our annual operating expenses would remain at the

levels set forth in the table above. The expense amounts assume an annual base management fee of 0.875% for the
remainder of 2014 and 1.75% for each year thereafter. Transaction expenses are included in the following example.

1 year 3 years 5 years 10
years

You would pay the following expenses on a $1,000 investment,
assuming a 5% annual return $ 84.4 $270.2 $437.4 $785.7

You would pay the following expenses on a $1,000 investment,
assuming a 5% annual return from realized capital gains $ 84.4 $288.0 $467.5 $815.8

The foregoing table is to assist you in understanding the various costs and expenses that an investor in our common
stock will bear directly or indirectly. While the example assumes, as required by the SEC, a 5% annual return, our
performance will vary and may result in a return greater or less than 5%. The incentive fee under the Investment
Advisory Agreement, which, assuming a 5% annual return, would either not be payable or have an insignificant

impact on the expense amounts shown above, is not included in the example. In addition, while the example assumes
reinvestment of all dividends and distributions at net asset value, if our board of directors authorizes and we declare a

cash dividend, participants in our dividend reinvestment plan who have not otherwise elected to receive cash will
receive a number of shares of our common stock, determined by dividing the total dollar amount of the dividend

payable to a participant by the market price per share of our common stock at the close of trading on the valuation
date for the dividend. See �Dividend Reinvestment Plan� for additional information regarding our dividend reinvestment

plan.

This example and the expenses in the table above should not be considered a representation of our future
expenses, and actual expenses (including the cost of debt, if any, and other expenses) may be greater or less

than those shown.

11
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SELECTED CONSOLIDATED FINANCIAL DATA
The following selected financial and other data for the year ended December 31, 2013, the period from November 8,
2012 to December 31, 2012, the period January 1, 2012 through November 7, 2012, and the years ended December

31, 2011 and 2010 are derived from our consolidated financial statements that have been audited by McGladrey LLP.
The selected financial data and other data for the three months ended March 31, 2014 and 2013 are derived from our

unaudited financial statements. Interim results as of and for the three months ended March 31, 2014 are not
necessarily indicative of the results that may be expected for the year ending December 31, 2014. The data should be
read in conjunction with �Management�s Discussion and Analysis of Financial Condition and Results of Operations,�

�Senior Securities,� and the consolidated financial statements and related notes included elsewhere herein.

Post-IPO as a Business Development
Company

Pre-IPO Prior to Becoming a Business
Development Company

Three Months
Ended
March 31 For the

Year
Ended
December
31,
2013

For the
Period
November
8,
2012
through
December
31,
2012

For the
Period
January 1,
2012
through
November
7,
2012

For the Years Ended
December 31,

2014 2013 2012(1) 2011 2010

(Unaudited)(Unaudited)(Amounts in thousands, except per share data)
Statement of Operations
Data:
Total investment income $5,012 $4,365 $17,070 $2,593 $10,839 $13,432 $1,772 $10,438
Total expenses 3,612 2,923 11,352 1,932 7,405 9,337 2,635 7,466
Net investment income
(expenses) 1,400 1,442 5,718 661 3,434 4,095 (863 ) 2,972

Net realized gain (loss) on
non-control/non-affiliate
investments

� 5 87 � (1,112 ) (1,112 ) � �

Realized gain from SBIC
Acquisitions � � 2,742 � � � � �

Net change in unrealized
appreciation/depreciation on
non-control/non-affiliate
investments

926 1,173 367 (222 ) 161 (61 ) (156 ) 19

Net change in unrealized
appreciation/depreciation on
affiliate investments

519 251 511 (41 ) � (41 ) � �

Net change in unrealized
depreciation on control
investment

(794 ) � (1,750 ) � � � � �

Other income (loss) prior to
becoming a business

� � � � 3,113 3,113 (1,168) 2,248
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development company
Cumulative effect of
accounting change � � � (348 ) 570 222 � �

Extraordinary gain (loss) � � � 873 (873 ) � � �
Net increase (decrease) in
net assets resulting from
operations

2,051 2,871 7,675 923 5,293 6,216 (2,187) 5,239

Per share data:
Net asset value $14.45 $14.76 $14.58 $14.80 N/A N/A N/A N/A
Net investment income 0.15 0.15 0.59 0.07 N/A N/A N/A N/A
Net realized gain on
non-control/
non-affiliate investments

� � 0.01 � N/A N/A N/A N/A

Realized gain from SBIC
Acquisitions � � 0.29 � N/A N/A N/A N/A

Net change in unrealized
appreciation/depreciation on
non-control/non-affiliate
investments

0.09 0.12 0.04 (0.02 ) N/A N/A N/A N/A

Net change in unrealized
appreciation/depreciation on
affiliate investments

0.05 0.03 0.05 � N/A N/A N/A N/A

Net change in unrealized
depreciation on control
investment

(0.08 ) � (0.18 ) � N/A N/A N/A N/A

Net increase in net assets
resulting from operations 0.21 0.30 0.80 0.10 N/A N/A N/A N/A

Dividends declared 0.34 0.34 1.02 0.17 N/A N/A N/A N/A
12
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Post-IPO as a Business Development Company Pre-IPO Prior to Becoming a Business
Development Company

Three Months Ended
March 31

For the Year
Ended
December
31,
2013

For the
Period
November
8,
2012
through
December
31,
2012

For
the
Period
January
1,
2012
through
November
7,
2012

For the Years Ended
December 31,

2014 2013 2012(1) 2011 2010

(Unaudited) (Unaudited) (Amounts in thousands, except per share data)
Balance sheet data at period
end:
Investments, at fair
value/book
value

$228,002 $228,773 $237,919 $232,199 N/A $232,199 $59,379 $150,477

Cash and cash equivalents 36,999 12,168 28,569 8,270 N/A 8,270 814 942
Restricted cash and cash
equivalents 450 623 450 623 N/A 623 � �

Other assets 7,156 3,528 12,149 4,457 N/A 4,457 4,721 2,651
Total assets 272,607 245,092 279,087 245,549 N/A 245,549 64,914 154,070
Debt 129,459 97,190 134,955 99,224 N/A 99,224 � 81,351
Total liabilities 133,418 103,190 138,709 103,750 N/A 103,750 10,195 84,548
Total net assets/member's
equity 139,189 141,902 140,378 141,799 N/A 141,799 54,719 69,522

Other data (unaudited):
Weighted average
annualized yield on income
producing investments at
fair value(2)

8.35 % 7.43 % 8.53 % N/A N/A 7.64 % 8.41 % 7.56 % 

Number of portfolio
companies at period end(3) 56 58 58 59 N/A 59 51 38

(1)The consolidated statement of operations for the year ended December 31, 2012 included the Company's Pre-IPO
and Post-IPO operations during 2012.

(2)

Weighted average annualized yield on income producing investments at fair value for the year ended December 31,
2011 and 2010 gives pro forma effect to OFS Capital�s consolidation of OFS Capital WM as a result of the WM
2012 Credit Facility Amendments, as if the consolidation took place at December 31, 2011 and 2010, respectively.
Weighted average annualized yield on income producing investments at fair value for the year ended December 31,
2010 also gives effect to the sale accounting adjustment related to OFS Capital�s sale of its loan portfolio to OFS
Capital WM on September 28, 2010, as if the accounting adjustment took place at December 31, 2010.

(3)
The number of portfolio companies at December 31, 2011 and 2010 gives pro forma effect to OFS Capital's
consolidation of OFS Capital WM as a result of the WM 2012 Credit Facility Amendments, as if the consolidation
took place at December 31, 2011 and 2010, respectively.
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The following tables set forth certain quarterly financial information for the first quarter of the year ending December
31, 2014, each of the first, second, third, and fourth quarters in the years ended December 31, 2013 and each of the

second, third, and fourth quarters in the year ended December 31, 2012. This information was derived from our
unaudited consolidated financial statements. Results for any quarter are not necessarily indicative of results for the full

year or for any future quarter.

March 31,
2014

December
31,
2013

September
30,
2013

June 30,
2013

Total investment income $ 5,012 $ 4,452 $ 4,017 $ 4,236
Net investment income 1,400 1,382 1,428 1,466
Net realized and unrealized gain (loss) 651 (201 ) (1,062 ) 1,791
Net increase in net assets resulting from operations 2,051 1,181 366 3,257
Earnings per share(1) 0.21 0.12 0.04 $ 0.34
Net asset value per share(2) $ 14.45 $ 14.58 $ 14.46 $ 14.76

March
31,
2013

December
31,
2012

September
30,
2012

June 30,
2012

Total investment income $ 4,365 $ 4,235 $ 4,035 $ 4,538
Net investment income 1,442 1,305 1,437 1,138
Net realized and unrealized gain (loss) 1,429 (191 ) 1,081 (2,104 ) 
Net increase (decrease) in net assets resulting from
operations 2,871 766 2,960 (370 ) 

Net increase in net assets resulting from operations per
share(3) 0.30 N/A N/A N/A

Net asset value per share(2)(3) $ 14.76 $ 14.80 N/A N/A

(1) Based on weighted average shares outstanding for the respective period.
(2) Based on shares outstanding at the end of the respective period.

(3)
For historical periods that include financial results prior to November 7, 2012, the Company did not have common
shares outstanding or an equivalent, and therefore, weighted average shares outstanding information for periods
that include financial results prior to November 7, 2012 are not provided.
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RISK FACTORS
Before you invest in our common stock, you should be aware of various risks, including those described below. You

should carefully consider these risk factors, together with all of the other information included in this prospectus, and
any prospectus supplement accompanying this prospectus, before you decide whether to make an investment in our
common stock. The risks set out below are not the only risks we face, but they are the principal risks associated with
an investment in us. If any of the following events occur, our business, financial condition and results of operations
could be materially adversely affected. In such case, our net asset value and the trading price of our common stock
could decline, and you may lose all or part of your investment. The risk factors described below, together with those

set forth in any prospectus supplement accompanying this prospectus, are the principal risk factors associated with an
investment in our common stock, as well as those factors generally associated with an investment company with

investment objectives, investment policies, capital structure or trading markets similar to ours.

Risks Related to Our Business and Structure

Prior to November 7, 2012, we had not operated as a BDC or qualified to be
treated as a RIC, and none of OFS Advisor or its affiliates had ever managed a
BDC or a RIC, and we may not be able to operate our business successfully or

generate sufficient revenue to make or sustain distributions to our
shareholders.

Prior to November 7, 2012, we had not operated as a BDC or qualified to be treated as a RIC, and none of OFS
Advisor or its affiliates has ever managed a BDC. As a result of our limited experience as a BDC, we are subject to
the business risks and uncertainties associated with new entities of these types, including the risk that we will not

achieve our investment objective, or that we will not qualify or maintain our qualification to be treated as a RIC, and
that the value of your investment could decline substantially.

The 1940 Act and the Code impose numerous constraints on the operations of business development companies and
RICs. Business development companies are required, for example, to invest at least 70% of their total assets primarily
in securities of 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. Furthermore, any
failure to comply with the requirements imposed on business development companies by the 1940 Act could cause the

SEC to bring an enforcement action against us and/or expose us to claims of private litigants. In addition, upon
approval of a majority of our shareholders, we may elect to withdraw our status as a BDC. If we decide to withdraw

our election, or if we otherwise fail to qualify, or maintain our qualification, as a BDC, we may be subject to the
substantially greater regulation under the 1940 Act as a closed-end investment company. Compliance with such

regulations would significantly decrease our operating flexibility, and could significantly increase our costs of doing
business. Moreover, qualification for treatment as a RIC requires satisfaction of source-of-income, asset

diversification and distribution requirements. None of us, OFS Advisor or any of our or their respective affiliates has
any experience operating under these constraints, which may hinder our ability to take advantage of attractive

investment opportunities and to achieve our investment objective.
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We are dependent upon the OFS senior professionals for our future success
and upon their access to the investment professionals and partners of OFS

and its affiliates.

We do not have any internal management capacity or employees. We will depend on the diligence, skill and network
of business contacts of the OFS senior professionals to achieve our investment objective. Our future success will
depend, to a significant extent, on the continued service and coordination of the OFS senior management team,

particularly Glenn Pittson, Senior Managing Director of OFSC, Bilal Rashid, Senior Managing Director of OFSC,
Jeffrey Cerny, Senior Managing Director of OFSC and Mark Hauser, Senior Managing Director of OFSC. Each of

these individuals is an employee at will of OFSC and, with the exception of Mr. Hauser, is not subject to an
employment contract. In addition, we rely on the services of Richard Ressler, Chairman of the executive committee of

OFSAM and Chairman of the Advisor Investment Committee pursuant to a consulting agreement with Orchard
Capital Corporation, or Orchard Capital. The departure of Mr. Ressler or any of the senior managers of OFSC, or of a
significant number of its other investment professionals, could have a material adverse effect on our ability to achieve

our investment objective.
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We expect that OFS Advisor will evaluate, negotiate, structure, close and monitor our investments in accordance with
the terms of the Investment Advisory Agreement. We can offer no assurance, however, that OFS senior professionals
will continue to provide investment advice to us. If these individuals do not maintain their existing relationships with
OFS and its affiliates and do not develop new relationships with other sources of investment opportunities, we may

not be able to grow our investment portfolio or achieve our investment objective. In addition, individuals with whom
the OFS senior professionals have relationships are not obligated to provide us with investment opportunities.

Therefore, we can offer no assurance that such relationships will generate investment opportunities for us.

OFS Advisor is a subsidiary of OFSAM that has no employees and depends upon access to the investment
professionals and other resources of OFS and its affiliates to fulfill its obligations to us under the Investment Advisory
Agreement. OFS Advisor also depends upon OFS to obtain access to deal flow generated by the professionals of OFS
and its affiliates. Under a Staffing Agreement between OFSC, a subsidiary of OFSAM that employs OFS�s personnel,
and OFS Advisor, OFSC has agreed to provide OFS Advisor with the resources necessary to fulfill these obligations.

The Staffing Agreement provides that OFSC will make available to OFS Advisor experienced investment
professionals and access to the senior investment personnel of OFSC for purposes of evaluating, negotiating,

structuring, closing and monitoring our investments. We are not a party to this Staffing Agreement and cannot assure
shareholders that OFSC will fulfill its obligations under the agreement. If OFSC fails to perform, we cannot assure

shareholders that OFS Advisor will enforce the Staffing Agreement or that such agreement will not be terminated by
either party or that we will continue to have access to the investment professionals of OFSC and its affiliates or their

information and deal flow.

The investment committees that oversee our investment activities are provided by OFS Advisor under the Investment
Advisory Agreement, as well as by SBIC I GP. The Advisor Investment Committee consists of Richard Ressler

(Chairman), Jeffrey Cerny, Peter Fidler, Mark Hauser, Glenn Pittson, Bilal Rashid, and Peter Rothschild. The SBIC
Investment Committee consists of Mark Hauser, Glenn Pittson, Peter Rothschild, and Peter Fidler. The loss of any
member of the Investment Committees or of other OFS senior professionals could limit our ability to achieve our

investment objective and operate as we anticipate. This could have a material adverse effect on our financial condition
and results of operation.

Our business model depends to a significant extent upon strong referral
relationships with financial institutions, sponsors and investment

professionals. Any inability of OFS Advisor to maintain or develop these
relationships, or the failure of these relationships to generate investment

opportunities, could adversely affect our business.

We depend upon OFS Advisor to maintain OFS�s relationships with financial institutions, sponsors and investment
professionals, and we will continue to rely to a significant extent upon these relationships to provide us with potential

investment opportunities. If OFS Advisor fails to maintain such relationships, or to develop new relationships with
other sources of investment opportunities, we will not be able to grow our investment portfolio. In addition,
individuals with whom the principals of OFS Advisor have relationships are not obligated to provide us with

investment opportunities, and, therefore, we can offer no assurance that these relationships will generate investment
opportunities for us in the future.
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A substantial portion of our senior secured loan portfolio was purchased by
OFS Capital WM, our wholly-owned subsidiary, using borrowed funds and is

serviced by an unaffiliated loan manager.

OFS Capital WM finances its loan portfolio using funds borrowed under the OFS Capital WM Credit Facility. While
investors in OFS Capital benefit from the loan assets sold to OFS Capital WM by virtue of our ownership of 100% of
the equity interests in OFS Capital WM, they are also exposed to the risks associated with those assets. For example,
the lender has a first lien on the loan assets sold to OFS Capital WM and will have a superior claim to our claim as an
equityholder in any liquidation of OFS Capital WM. In addition, the lender has a first lien on our equity interests in

OFS Capital WM and will have a superior claim to a claim by our investors on those equity interests in any liquidation
of OFS Capital. Additionally, OFS Capital WM is serviced by an affiliate of Madison Capital (an indirect

wholly-owned subsidiary of New York Life Investments), as loan manager, pursuant to the OFS Capital WM Credit
Facility documentation, which prescribes the order in which payments are to be applied and contains other contractual

restrictions. Accordingly, our success depends, to a certain degree, on the administration of OFS Capital WM�s
portfolio
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by an unaffiliated loan manager. If the loan manager is unable to generate sufficient returns to permit payments to us
under the OFS Capital WM Credit Facility documentation or defaults in its obligation thereunder, we could be

materially and adversely affected.

As a result of the amendments to OFS Capital WM Credit Facility in 2012, we have substantial additional input into
certain key management decisions with respect to OFS Capital WM�s portfolio companies, including decisions with
respect to amendments to or modifications of the investments in these entities, or noticing or waiving of defaults or

accelerating portfolio loans. While the loan manager for OFS Capital WM is not required to follow our
recommendations, if we make a recommendation with which the loan manager disagrees, the loan manager must at

our direction commence a process to sell the applicable investment, subject to our right to control the negotiations for
such sale and to suspend any such sales process.

Our financial condition and results of operation will depend on our ability to
manage our business effectively.

Our ability to achieve our investment objective and grow will depend on our ability to manage our business. This will
depend, in turn, on the ability of the Investment Committees to identify, invest in and monitor companies that meet

our investment criteria. The achievement of our investment objectives on a cost-effective basis will depend upon the
execution by the Investment Committees to execute our investment process, their ability to provide competent,

attentive and efficient services to us and, to a lesser extent, our access to financing on acceptable terms. OFS Advisor
will have substantial responsibilities under the Investment Advisory Agreement. The OFS senior professionals and

other personnel of OFS Advisor�s affiliates, including OFSC, may be called upon to provide managerial assistance to
our portfolio companies. These activities may distract them or slow our rate of investment. Any failure to manage our

business and our future growth effectively could have a material adverse effect on our business, financial condition
and results of operations.

We have potential conflicts of interest related to obligations that OFS Advisor
or its affiliates may have to other clients.

OFS Advisor and its affiliates manage other assets and CLO funds and may manage other entities in the future, and
these other funds and entities may have similar or overlapping investment strategies. The members of the Investment
Committees serve or may serve as officers, directors or principals of entities that operate in the same or a related line
of business as we do, or of investment funds or other investment vehicles managed by OFS Advisor or its affiliates.
Similarly, OFS Advisor and/or its affiliates may have other clients with, similar, different or competing investment
objectives. In serving in these multiple capacities, they may have obligations to other clients or investors in those

entities, the fulfillment of which may not be in the best interests of us or our shareholders. OFS Advisor 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. Under this allocation policy, if two or more investment vehicles with similar or
overlapping investment strategies are in their investment periods, an available opportunity will be allocated based on

the provisions governing allocations of such investment opportunities in the relevant organizational, offering or
similar documents, if any, for such investment vehicles. In the absence of any such provisions, OFS Advisor will

consider the following factors and the weight that should be given with respect to each of these factors:

�investment guidelines and/or restrictions, if any, set forth in the applicable organizational, offering or similar
documents for the investment vehicles;

� risk and return profile of the investment vehicles;
� suitability/priority of a particular investment for the investment vehicles;
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� if applicable, the targeted position size of the investment for the investment vehicles;
� level of available cash for investment with respect to the investment vehicles;

� total amount of funds committed to the investment vehicles; and
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� the age of the investment vehicles and the remaining term of their respective investment periods, if any.
There can be no assurance that we will be able to participate in all investment opportunities that are suitable to us.

Members of the Investment Committees, OFS Advisor or its affiliates may,
from time to time, possess material non-public information, limiting our

investment discretion.

OFS senior professionals and members of the Investment Committees may serve as directors of, or in a similar
capacity with, companies in which we invest, the securities of which are purchased or sold on our behalf. In the event

that material nonpublic information is obtained with respect to such companies, or we become subject to trading
restrictions under the internal trading policies of those companies or as a result of applicable law or regulations, we

could be prohibited for a period of time from purchasing or selling the securities of such companies, and this
prohibition may have an adverse effect on us.

Our incentive fee structure may create incentives for OFS Advisor that are not
fully aligned with the interests of our shareholders.

In the course of our investing activities, we will pay management and incentive fees to OFS Advisor. The base
management fee is based on our total assets (other than cash and cash equivalents and the intangible asset and

goodwill resulting from the SBIC Acquisitions but including assets purchased with borrowed amounts and including
assets owned by any consolidated entity). 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 these fees are based on our total assets, other than cash and cash equivalents but including
assets purchased with borrowed amounts and including any assets owned by any consolidated entity, OFS Advisor
will benefit when we incur debt or use leverage. Our board of directors is charged with protecting our interests by

monitoring how OFS Advisor addresses these and other conflicts of interests associated with its management services
and compensation. While our board of directors is not expected to review or approve each borrowing or incurrence of

leverage, our independent directors will periodically review OFS Advisor�s services and fees as well as its portfolio
management decisions and portfolio performance. In connection with these reviews, our independent directors will
consider whether our fees and expenses (including those related to leverage) remain appropriate. As a result of this

arrangement, OFS Advisor or its affiliates may from time to time have interests that differ from those of our
shareholders, giving rise to a conflict.

The part of the incentive fee payable to OFS Advisor that relates to our pre-incentive fee net investment income will
be computed and paid on income that may include interest income that has been accrued but not yet received in cash.

This fee structure may be considered to involve a conflict of interest for OFS Advisor to the extent that it may
encourage OFS Advisor to favor debt financings that provide for deferred interest, rather than current cash payments

of interest. OFS Advisor may have an incentive to invest in deferred interest securities in circumstances where it
would not have done so but for the opportunity to continue to earn the incentive fee even when the issuers of the

deferred interest securities would not be able to make actual cash payments to us on such securities. This risk could be
increased because OFS Advisor is not obligated to reimburse us for any incentive fees received even if we

subsequently incur losses or never receive in cash the deferred income that was previously accrued.
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The valuation process for certain of our portfolio holdings creates a conflict of
interest.

Many of our portfolio investments are made in the form of securities that are not publicly traded. As a result, our
board of directors will determine the fair value of these securities in good faith as described below in �Many of our

portfolio investments are recorded at fair value as determined in good faith by our board of directors and, as a result,
there may be uncertainty as to the value of our portfolio investments.� In connection with that determination,

investment professionals from OFS Advisor may 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, the members of our board of directors who are not independent directors have a
substantial indirect pecuniary interest in OFS Advisor. The participation
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of OFS Advisor�s investment professionals in our valuation process, and the indirect pecuniary interest in OFS Advisor
by those members of our board of directors, could result in a conflict of interest since OFS Advisor�s management fee

is based, in part, on our total assets (other than cash and cash equivalents but including assets purchased with
borrowed amounts and including assets owned by any consolidated entity).

We may have additional conflicts related to other arrangements with OFS
Advisor or its affiliates.

We have entered into a license agreement with OFSAM under which OFSAM has agreed to grant us a non-exclusive,
royalty-free license to use the name �OFS.� See �Related Party Transactions and Certain Relationships.� In addition, we
will rent office space from a subsidiary of OFSAM and pay to that subsidiary our allocable portion of overhead and

other expenses incurred in performing its obligations under the Administration Agreement, such as rent and our
allocable portion of the cost of our officers, including our chief executive officer, chief financial officer, chief

compliance officer and chief accounting officer. This will create conflicts of interest that our board of directors must
monitor.

The Investment Advisory Agreement with OFS Advisor and the Administration
Agreement with OFS Services were not negotiated on an arm�s length basis

and may not be as favorable to us as if they had been negotiated with an
unaffiliated third party.

The Investment Advisory Agreement and the Administration Agreement were negotiated between related parties.
Consequently, their terms, including fees payable to OFS Advisor, may not be as favorable to us as if they had been
negotiated with an unaffiliated third party. In addition, we could choose not to enforce, or to enforce less vigorously,
our rights and remedies under these agreements because of our desire to maintain our ongoing relationship with OFS

Advisor, OFS Services and their respective affiliates. Any such decision, however, would breach our fiduciary
obligations to our shareholders.

Our ability to enter into transactions with our affiliates will be restricted, which
may limit the scope of investments available to us.

Because we have elected to be treated as a BDC under the 1940 Act, 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. Those transactions include purchases and sales, and so-called �joint� transactions, in which we

and one or more of our affiliates are engaging together in certain types of profit-making activities. 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 engaging in purchases or sales of assets or joint transactions
with such affiliates, absent the prior approval of our independent directors. Additionally, without the approval of the

SEC, we are prohibited from engaging in purchases or sales of assets or joint transactions with the following affiliated
persons: (a) our officers, directors, and employees; (b) OFS Advisor and its affiliates; and (c) OFSAM or its affiliates.

We may, however, invest alongside OFSAM and its other affiliates or their respective other clients in certain
circumstances where doing so is consistent with applicable law and SEC staff interpretations. For example, we may
invest alongside such accounts consistent with guidance promulgated by the SEC staff 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 OFS Advisor, acting on our behalf and on behalf of other clients, negotiates no term other than price.
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We may also invest alongside OFSAM and its other affiliates or their respective other clients as otherwise permissible
under regulatory guidance, applicable regulations and OFS Advisor�s allocation policy. Under this allocation policy, if
two or more investment vehicles with similar or overlapping investment strategies are in their investment periods, an

available opportunity will be allocated based on the provisions governing allocations of such investment opportunities
in the relevant organizational, offering or similar documents, if any, for such investment vehicles. In the absence of

any such provisions, OFS Advisor will consider the following factors and the weight that should be given with respect
to each of these factors:

�investment guidelines and/or restrictions, if any, set forth in the applicable organizational, offering or similar
documents for the investment vehicles;

� risk and return profile of the investment vehicles;
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� suitability/priority of a particular investment for the investment vehicles;
� if applicable, the targeted position size of the investment for the investment vehicles;

� level of available cash for investment with respect to the investment vehicles;
� total amount of funds committed to the investment vehicles; and

� the age of the investment vehicles and the remaining term of their respective investment periods, if any.
In situations where co-investment with such other accounts is not permitted or appropriate, such as when there is an

opportunity to invest in different securities of the same issuer or where the different investments could be expected to
result in a conflict between our interests and those of other accounts, OFS Advisor will need to decide which account

will proceed with the investment. The decision by OFS Advisor to allocate an opportunity to another entity could
cause us to forego an investment opportunity that we otherwise would have made. Moreover, except in certain

circumstances, we will be unable to invest in any issuer in which OFSAM and its other affiliates or a fund managed
by OFSAM or its other affiliates has previously invested. Similar restrictions limit our ability to transact business with

our officers or directors or their affiliates. These restrictions may limit the scope of investment opportunities that
would otherwise be available to us.

We may also be prohibited under the 1940 Act from knowingly participating in certain transactions with our affiliates
without the prior approval of members of our board of directors who are not interested persons and, in some cases,
prior approval by the SEC. The SEC has interpreted the BDC regulations governing transactions with affiliates to
prohibit certain �joint transactions� between entities that share a common investment adviser. In connection with our

election to be regulated as a BDC, we will not be permitted to co-invest with other funds managed by OFSAM or one
of its affiliates in certain types of negotiated investment transactions unless we receive exemptive relief from the SEC

permitting us to do so. Although we may apply to the SEC for exemptive relief to permit such co-investment and
liquidity transactions, subject to certain conditions, we cannot be certain that any application for such relief would be

granted or what conditions would be placed on such relief.

SBA regulations limit the outstanding dollar amount of SBA guaranteed
debenture funding that may be received by an SBIC or group of SBICs under

common control.

SBA regulations currently limit the amount that an SBIC may borrow to up to a maximum of $150 million when it has
at least $75 million in regulatory capital, receives a leverage commitment from the SBA and has been through an
examination by the SBA subsequent to licensing. For two or more SBICs under common control, the maximum
amount of outstanding SBA-provided leverage cannot exceed $225 million. A proposed bill in the U.S. House of

Representatives, the Small Business Capital Access and Job Preservation Act, or House Bill 1105, would increase the
total SBIC leverage capacity for affiliated SBIC funds from $225 million to $350 million. However, the ultimate form

and likely outcome of such legislation or any similar legislation cannot be predicted.

We cannot presently predict whether or not we will borrow the maximum permitted amount; if we reach the
maximum dollar amount of SBA guaranteed debentures permitted, and thereafter require additional capital, our cost of
capital may increase, and there is no assurance that we will be able to obtain additional financing on acceptable terms.

Moreover, SBIC I LP�s status as an SBIC does not automatically assure that it will receive SBA guaranteed debenture
funding. Receipt of SBA leverage funding is dependent upon whether SBIC I LP is and continues to be in compliance
with SBA regulations and policies and whether funding is available. The amount of SBA leverage funding available to

SBICs is dependent upon annual Congressional authorizations and in the future may be subject to annual
Congressional appropriations. There can be no assurance that there will be sufficient debenture funding available at
the times desired by SBIC I LP. As of March 31, 2014, SBIC I LP had a total of $26.0 million of SBA guaranteed
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debentures outstanding. In order to access the full $150.0 million of SBA guaranteed debentures potentially available
to us under the license held by SBIC I LP, we need to fund an additional $13.6 million into SBIC I LP. There can be

no assurance as to when, or whether, we will be able to invest the additional $13.6 million into SBIC I LP.
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SBIC I LP is subject to SBA regulations.

Our investment strategy includes SBIC I LP, which is regulated by the SBA. On December 4, 2013, we acquired the
remaining limited and general partnership interests of SBIC I LP that we did not already own, which resulted in SBIC

I LP becoming our wholly-owned subsidiary.

The SBIC license allows SBIC I LP to receive SBA-guaranteed debenture funding, subject to the issuance of leverage
commitments by the SBA and other customary procedures. Prior to becoming our wholly-owned subsidiary, SBIC I

LP had received $67.3 million in SBA leverage commitments. As of March 31, 2014, SBIC I LP had leverage
commitments of $61.4 million from the SBA. However, receipt of SBA-guaranteed debenture funding is subject to

SBIC I LP�s compliance with SBA regulations and policies. We cannot assure shareholders that SBIC I LP will satisfy
the conditions to receive such funding or that it will otherwise be able to make additional draws on its existing

commitment or receive additional commitments from the SBA.

Further, the SBA regulations require that a licensed SBIC be periodically examined and audited by the SBA to
determine its compliance with the relevant SBA regulations. If SBIC I LP fails to comply with applicable SBA

regulations, the SBA could, depending on the severity of the violation, limit or prohibit its use of debentures, declare
outstanding debentures immediately due and payable, and/or limit its ability to make new investments. The SBA, as a
creditor, will have a superior claim to SBIC I LP�s assets over SBIC I LP�s limited partners and our shareholders in the
event SBIC I LP is liquidated or the SBA exercises its remedies under the SBA debentures issued by SBIC I LP in the
event of a default. In addition, the SBA can revoke or suspend a license for willful or repeated violation of, or willful
or repeated failure to observe, any provision of the Small Business Investment Act of 1958 or any rule or regulation

promulgated thereunder. These actions by the SBA would, in turn, negatively affect us because of our ownership
interest in SBIC I LP.

The SBA places certain limitations on the financing terms of investments by SBICs in portfolio companies and
prohibits an SBIC from providing funds to small businesses for certain purposes, such as relending, real estate or

investing in companies outside of the United States, and providing funds to businesses engaged in a few prohibited
industries and to certain �passive� (i.e., non-operating) companies. In addition, without prior SBA approval, an SBIC

may not invest an amount equal to more than approximately 30% of the SBIC�s regulatory capital in any one company
and its affiliates. Compliance with SBIC requirements may cause SBIC I LP to forego attractive investment

opportunities that are not permitted under SBA regulations.

SBIC I LP is subject to ongoing regulation and oversight by the SBA, including requirements with respect to
maintaining certain minimum financial ratios and other covenants. In addition, SBIC I LP may also be limited in its

ability to make distributions to us if it does not have sufficient accumulated net profit, in accordance with SBA
regulations. These requirements may make it more difficult for us to achieve our investment objective.

We finance our investments with borrowed money, which magnifies the
potential for gain or loss on amounts invested and may increase the risk of

investing in us.

The use of leverage magnifies the potential for gain or loss on amounts invested. The use of leverage is generally
considered a speculative investment technique and increases the risks associated with investing in our securities. 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 we may enter into with lenders. 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
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a portion of the amount borrowed under such facility or instrument before applying such net proceeds to any other
uses. If the value of our assets decreases, leveraging would cause net asset value to decline more sharply than it

otherwise would have had we not leveraged, 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 dividend payments

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. Moreover, because the
management fee payable to OFS Advisor is payable based on our total assets (other than cash and cash equivalents

and goodwill and intangible assets related to the SBIC Acquisitions but including assets
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purchased with borrowed amounts and including assets owned by any consolidated entity), OFS Advisor will have a
financial incentive to incur leverage which may not be consistent with our shareholders� interests. In addition, our

common shareholders will bear the burden of any increase in our expenses as a result of our use of leverage, including
interest expenses and any increase in the management fee payable to OFS Advisor.

As a BDC, we are generally 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

200%. If this ratio declines below 200%, we will not be able to 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. The amount of leverage that we employ will

depend on OFS Advisor�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 obtain credit at all or on terms acceptable to us.

The following table illustrates the effect of leverage on returns from an investment in our common stock assuming
various annual returns, net of expenses. The calculations in the table below are hypothetical and actual returns may be

higher or lower than those appearing in the table below.

Assumed Return on Our Portfolio (Net of Expenses)
-10% -5% 0% 5% 10%

Corresponding return to common shareholder(1) -20 % -12 % -3 % 5 % 13 % 

(1)
Assumes $228.0 million in investments at fair value, $129.5 million in debt outstanding, $139.2 million in net
assets and an average cost of funds of 3.6%. Assumptions are based on our financial condition and our average cost
of funds at March 31, 2014.

Based on our outstanding indebtedness of $129.5 million as of March 31, 2014 and the average cost of funds of 3.6%
as of that date, our investment portfolio must experience an annual return of at least 2.0% to cover interest payments

on the outstanding debt.

To the extent we use debt to finance our investments, changes in interest
rates will affect our cost of capital and net investment income.

To the extent we borrow money to make 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, 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 debt to finance our investments. In periods of rising interest rates, our cost of

funds would increase, which could reduce our net investment income. 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.

A rise in the general level of interest rates typically leads to higher interest rates applicable to our debt investments.
Accordingly, an increase in interest rates may result in an increase of the amount of incentive fees payable to OFS

Advisor.
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We may enter into reverse repurchase agreements, which are another form of
leverage.

We may enter into reverse repurchase agreements as part of our management of our temporary investment portfolio.
Under a reverse repurchase agreement, we will effectively pledge our assets as collateral to secure a short-term loan.
Generally, the other party to the agreement makes the loan in an amount equal to a percentage of the fair value of the

pledged collateral. At the maturity of the reverse repurchase agreement, we will be required to repay the loan and
correspondingly receive back our collateral. While used as collateral, the assets continue to pay principal and interest

which are for the benefit of us.

Our use of reverse repurchase agreements, if any, involves many of the same risks involved in our use of leverage, as
the proceeds from reverse repurchase agreements generally will be invested in additional securities. There is a risk that

the market value of the securities acquired in the reverse repurchase agreement may decline below the price of the
securities that we have sold but remain obligated to purchase. In addition,
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there is a risk that the market value of the securities retained by us may decline. If a buyer of securities under a reverse
repurchase agreement were to file for bankruptcy or experience insolvency, we may be adversely affected. Also, in
entering into reverse repurchase agreements, we would bear the risk of loss to the extent that the proceeds of such

agreements at settlement are less than the fair value of the underlying securities being pledged. In addition, due to the
interest costs associated with reverse repurchase agreements transactions, our net asset value would decline, and, in

some cases, we may be worse off than if we had not used such instruments.

We operate in a highly competitive market for investment opportunities, which
could reduce returns and result in losses.

A number of entities compete with us to make the types of investments that we plan to make. We will compete with
public and private funds, commercial and investment banks, commercial financing companies and, to the extent they
provide an alternative form of financing, private equity and hedge funds. Many of our competitors are substantially

larger and have considerably greater financial, technical and marketing resources than we do. For example, we believe
some of our competitors may have access to funding sources that are not available to us. In addition, some of our

competitors may have higher risk tolerances or different risk assessments, which could allow them to consider a wider
variety of investments and establish more relationships than us. Furthermore, many of our competitors are not subject
to the regulatory restrictions that the 1940 Act imposes on us as a BDC or the source of income, asset diversification

and distribution requirements we must satisfy to maintain our RIC status. The competitive pressures we face may have
a material adverse effect on our business, financial condition and results of operations. As a result of this competition,
we may not be able to take advantage of attractive investment opportunities from time to time, and we may not be able

to identify and make investments that are consistent with our investment objective.

With respect to the investments we make, we will not seek to compete based primarily on the interest rates we will
offer, and we believe that some of our competitors may make loans with interest rates that will be lower than the rates
we offer. In the secondary market for acquiring existing loans, we expect to compete generally on the basis of pricing
terms. With respect to all investments, we may lose some 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 experience
decreased net interest income, lower yields and increased risk of credit loss. We may also compete for investment
opportunities with OFSAM and its other affiliates or accounts managed by OFSAM or one of its other affiliates.

Although OFS Advisor will allocate opportunities in accordance with its policies and procedures, allocations to such
other accounts will reduce the amount and frequency of opportunities available to us and may not be in the best
interests of us and our shareholders. Moreover, the performance of investments will not be known at the time of

allocation.

We may suffer credit losses.

Investment in middle market companies is highly speculative and involves a high degree of risk of credit loss, and
therefore our securities may not be suitable for someone with a low tolerance for risk. These risks are likely to

increase during an economic recession.

We will be subject to corporate-level federal income tax if we are unable to
qualify or maintain our qualification as a RIC.

We have elected to be treated as a RIC under Subchapter M of the Code, but no assurance can be given that we will be
able to maintain RIC status. As a RIC, we are not required to pay corporate-level federal income taxes on our income
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and capital gains distributed (or deemed distributed) to our shareholders. To continue to qualify as a RIC under the
Code and to be relieved of federal taxes on income and gains distributed to our shareholders, we must meet certain

source-of-income, asset diversification and distribution requirements. The distribution requirement for a RIC is
satisfied if we distribute at least 90% of our net ordinary income and net short-term capital gains in excess of net

long-term capital losses, if any, to our shareholders on an annual basis. We will be subject, to the extent we use debt
financing, to certain asset coverage ratio requirements under the 1940 Act and financial covenants under loan and

credit agreements that could, under certain circumstances, restrict us from making distributions necessary to qualify as
a RIC. If we are unable to obtain cash from other sources, we may fail to qualify and maintain our qualification for the

tax
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benefits available to RICs and, thus, may be subject to corporate-level federal income tax. To maintain our
qualification as a RIC, we must also meet certain asset diversification requirements at the end of each calendar

quarter. Failure to meet these tests may result in our having to dispose of certain investments quickly in order to
prevent the loss of RIC status. Because most of our investments are in private or thinly traded public companies, any
such dispositions could be made at disadvantageous prices and may result in substantial losses. If we fail to continue
to qualify, as a RIC for any reason and become subject to corporate-level federal income tax, the resulting corporate
taxes could substantially reduce our net assets, the amount of income available for distributions to shareholders and
the amount of our distributions and the amount of funds available for new investments. Such a failure would have a

material adverse effect on us and our shareholders. See �Material U.S. Federal Income Tax Considerations � Taxation as
a Regulated Investment Company�

Our subsidiaries and portfolio companies may be unable to make
distributions to us that will enable us to meet RIC requirements, which could

result in the imposition of an entity-level tax.

In order for us to continue to maintain our status as a RIC and to minimize corporate-level taxes, we are required to
distribute on an annual basis substantially all of our taxable income, which includes income from our subsidiaries and
portfolio companies. As a substantial portion of our investments are made through OFS Capital WM or SBIC I LP, we

are substantially dependent on those entities for cash distributions to enable us to maintain the RIC distribution
requirements. SBIC I LP may be limited by the Small Business Investment Act of 1958 and SBA regulations

governing SBICs from making certain distributions to us that may be necessary to enable us to continue to qualify as a
RIC. We may have to request a waiver of the SBA�s restrictions for SBIC I LP to make certain distributions to

maintain our status as a RIC and we cannot assure shareholders that the SBA will grant such waiver. Additionally,
OFS Capital WM is managed by an unaffiliated loan manager pursuant to the OFS Capital WM Credit Facility
documentation, which prescribes the order in which payments are to be applied and contains other contractual

restrictions. Accordingly, we cannot assure shareholders that OFS Capital WM will make distributions to us. If our
subsidiaries and portfolio companies are unable to make distributions to us, this may result in loss of RIC status and a

consequent imposition of a corporate-level federal income tax on us.

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 will include in income certain amounts that we have not yet received in
cash, such as the accretion of original issue discount (�OID�). This may arise if we purchase assets at a discount, receive

warrants in connection with the making of a loan or in other circumstances, or through contracted payment-in-kind
(�PIK�) interest (meaning interest paid in the form of additional principal amount of the loan instead of in cash), which
represents contractual interest added to the loan balance and due at the end of the loan term. Such OID, which could
be significant relative to our overall investment activities, or increases in loan balances as a result of contracted PIK

arrangements, will be included in income before we receive any corresponding cash payments. We also may be
required to include in income certain other amounts that we will not receive in cash.

Since in certain cases we may recognize income before or without receiving cash representing such income, we may
have difficulty meeting the requirement to distribute at least 90% of our net ordinary income and net short-term

capital gains in excess of net long-term capital losses, if any, to qualify for the tax benefits available to RICs. In such a
case, we may have to sell some of our investments at times and/or at prices we would not consider advantageous, raise

additional debt or equity capital or reduce new investment originations and sourcings to meet these distribution
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requirements. If we sell built-in-gain assets, we may be required to recognize taxable income in respect of the
built-in-gain on such assets. In such a case, we would have to distribute all of our taxable gain (including the

built-in-gain) in respect of such sale to avoid the imposition of entity-level tax on such gain. If we are not able to
obtain such cash from other sources, we may fail to qualify for the tax benefits available to RICs and thus be subject

to corporate-level income tax. See �Material U.S. Federal Income Tax Considerations � Taxation as a Regulated
Investment Company.�

24

Edgar Filing: OFS Capital Corp - Form N-2

We may have difficulty paying our required distributions if we recognizeincome before, or without, receiving cash representing such income.51



TABLE OF CONTENTS

We may in the future choose to pay dividends in our own stock, in which case
shareholders may be required to pay tax in excess of the cash they receive.

We may distribute taxable dividends that are payable in cash or shares of our common stock at the election of each
shareholder. Under certain applicable provisions of the Code and the Treasury regulations, distributions payable in

cash or in shares of stock at the election of shareholders are treated as taxable dividends. The Internal Revenue Service
has issued private rulings indicating that this rule will apply even where the total amount of cash that may be

distributed is limited to no more than 20% of the total distribution. Under these rulings, if too many shareholders elect
to receive their distributions in cash, each such shareholder would receive a pro rata share of the total cash to be

distributed and would receive the remainder of their distribution in shares of stock. If we decide to make any
distributions consistent with these rulings that are payable in part in our stock, taxable shareholders receiving such

dividends will be required to include the full amount of the dividend (whether received in cash, our stock, or a
combination thereof) as ordinary income (or as long-term capital gain to the extent such distribution is properly

reported as a capital gain dividend) to the extent of our current and accumulated earnings and profits for United States
federal income tax purposes. As a result, a U.S. shareholder may be required to pay tax with respect to such dividends

in excess of any cash received. If a U.S. shareholder sells the stock it receives as a dividend in order to pay this tax,
the sales proceeds may be less than the amount included in income with respect to the dividend, depending on the
market price of our stock at the time of the sale. Furthermore, with respect to non-U.S. shareholders, we may be

required to withhold U.S. tax with respect to such dividends, including in respect of all or a portion of such dividend
that is payable in stock. In addition, if a significant number of our shareholders determine to sell shares of our stock in

order to pay taxes owed on dividends, it may put downward pressure on the trading price of our stock.

Because we expect to distribute substantially all of our net investment income
and net realized capital gains to our shareholders, we may need additional

capital to finance our growth and such capital may not be available on
favorable terms or at all.

We have elected to be taxed for federal income tax purposes as a RIC under Subchapter M of the Code. If we meet
certain requirements, including source of income, asset diversification and distribution requirements, and if we
continue to qualify as a BDC, we will continue to qualify to be a RIC under the Code and will not have to pay

corporate-level taxes on income we distribute to our shareholders as dividends, allowing us to substantially reduce or
eliminate our corporate-level tax liability. As a BDC, we are generally required to meet a coverage ratio of total assets
to total senior securities, which includes all of our borrowings and any preferred stock we may issue in the future, of at
least 200% at the time we issue any debt or preferred stock. This requirement limits the amount that we may borrow.

Because we will continue to need capital to grow our investment portfolio, this limitation may prevent us from
incurring debt or preferred stock and require us to raise additional equity at a time when it may be disadvantageous to
do so. We cannot assure investors that debt and equity financing will be available to us on favorable terms, or at all,
and debt financings may be restricted by the terms of any of our outstanding borrowings. In addition, as a BDC, we

are generally not permitted to issue common stock priced below net asset value without shareholder approval. If
additional funds are not available to us, we could be forced to curtail or cease new lending and investment activities,

and our net asset value could decline.

Regulations governing our operation as a BDC affect our ability to and the
way in which we raise additional capital. As a BDC, we will need to raise

additional capital, which will expose us to risks, including the typical risks
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associated with leverage.

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. Under the
provisions of the 1940 Act, we are permitted as a BDC to issue senior securities in amounts such that our asset

coverage ratio, as defined in the 1940 Act, equals at least 200% of gross assets less all liabilities and indebtedness not
represented by senior securities, after each issuance of senior securities. If the value of our assets declines, we may be
unable to satisfy this test. If that happens, we may be required to sell a portion of our investments and, depending on
the nature of our leverage, repay a portion of our indebtedness at a time when such sales may be disadvantageous.

Also, any amounts that we use to service our

25

Edgar Filing: OFS Capital Corp - Form N-2

Regulations governing our operation as a BDC affect our ability to and theway in which we raise additional capital. As a BDC, we will need to raiseadditional capital, which will expose us to risks, including the typical risksassociated with leverage.53



TABLE OF CONTENTS

indebtedness would not be available for distributions to our common shareholders. If we issue senior securities, we
will be exposed to typical risks associated with leverage, including an increased risk of loss.

As of March 31, 2014, we had debt outstanding in the amount of $129.5 million. Our ability to incur additional debt
and remain in compliance with the asset coverage test will be limited. We may seek a credit facility to finance

investments and potentially for working capital requirements. There can be no assurance that we will be able to obtain
such financing on favorable terms or at all, or that SBIC I LP will be able to borrow additional funds. We have

received an exemptive order from the SEC to permit us to exclude the debt of SBIC I LP guaranteed by the SBA from
our definition of senior securities in our statutory 200% asset coverage ratio under the 1940 Act.

If we issue preferred stock, the preferred stock would rank �senior� to common stock in our capital structure, preferred
shareholders would have separate voting rights on certain matters and might have other rights, preferences or

privileges more favorable than those of our common shareholders, and the issuance of preferred stock could have the
effect of delaying, deferring or preventing a transaction or a change of control that might involve a premium price for

holders of our common stock or otherwise be in our shareholders� best interest. Holders of our common stock will
directly or indirectly bear all of the costs associated with offering and servicing any preferred stock that we issue. In

addition, any interests of preferred shareholders may not necessarily align with the interests of holders of our common
stock and the rights of holders of shares of preferred stock to receive dividends would be senior to those of holders of
shares of our common stock. We are not generally able to issue and sell our common stock at a price below net asset

value per share. We may, however, sell our common stock, or warrants, options or rights to acquire our common
stock, at a price below the then-current net asset value per share of our common stock if our board of directors

determines that such sale is in the best interests of us and our shareholders, and if our shareholders approve any such
sale. In any such case, the price at which our securities are to be issued and sold may not be less than a price that, in

the determination of our board of directors, closely approximates the market value of such securities (less any
distributing commission or discount). If we raise additional funds by issuing common stock or senior securities

convertible into, or exchangeable for, our common stock, then the percentage ownership of our shareholders at that
time will decrease, and our shareholders might experience dilution.

Our ability to invest in public companies may be limited in certain
circumstances.

To maintain our status as a BDC, we are not permitted to acquire any assets other than �qualifying assets� specified in
the 1940 Act unless, at the time the acquisition is made, at least 70% of our total assets are qualifying assets (with
certain limited exceptions). Subject to certain exceptions for follow-on investments and distressed companies, an
investment in an issuer that has outstanding securities listed on a national securities exchange may be treated as 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 and meets the other specified requirements.

Various events could negatively impact the value of our investment in OFS
Capital WM (and, as a result, a shareholder�s investment in us), including an

event of default under the OFS Capital WM Credit Facility documentation and
the substantive consolidation of OFS Capital WM with us.

The OFS Capital WM Credit Facility documentation contains several events of default, including breaches of
representations and warranties by us, OFS Capital WM or Madison Capital (an indirect wholly-owned subsidiary of

New York Life Investments) and breaches of covenants that prohibit certain actions by us, OFS Capital WM, Madison
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Capital or the affiliate of Madison Capital that acts as loan manager for OFS Capital WM. If an event of default were
to occur, the trustee, at the request of the controlling lender, may accelerate the outstanding indebtedness under the

OFS Capital WM Credit Facility and may enforce its rights in the collateral securing the facility. As we have pledged
our equity interest in OFS Capital WM as security for the obligations under the OFS Capital WM Credit Facility, we

may lose all or a portion of our investment in OFS Capital WM if an event of default occurs. Breaches of the OFS
Capital WM Credit Facility documentation that fall short of an event of default could also negatively impact the value

of our equity interest in OFS Capital WM and the value of our shareholders� investment in OFS Capital.
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Adverse developments in the credit markets may impair our ability to secure
debt financing.

During the economic downturn in the United States that began in mid-2007, many commercial banks and other
financial institutions stopped lending or significantly curtailed their lending activity. In addition, in an effort to stem

losses and reduce their exposure to segments of the economy deemed to be high risk, some financial institutions
limited routine refinancing and loan modification transactions and even reviewed the terms of existing facilities to

identify bases for accelerating the maturity of existing lending facilities. As a result, it may be difficult for us to obtain
desired financing to finance the growth of our investments on acceptable economic terms, or at all.

If we are unable to consummate credit facilities on commercially reasonable terms, our liquidity may be reduced
significantly. If we are unable to repay amounts outstanding under any facility we may enter into and are declared in

default or are unable to renew or refinance any such facility, it would limit our ability to initiate significant
originations or to operate our business in the normal course. These situations may arise due to circumstances that we
may be unable to control, such as inaccessibility of the credit markets, a severe decline in the value of the U.S. dollar,
a further economic downturn or an operational problem that affects third parties or us, and could materially damage

our business. Moreover, we are unable to predict when economic and market conditions may become more favorable.
Even if such conditions improve broadly and significantly over the long term, adverse conditions in particular sectors

of the financial markets could adversely impact our business.

We are highly dependent on information systems and systems failures could
significantly disrupt our business, which may, in turn, negatively affect the

market price of our common stock and our ability to pay dividends.

Our business is highly dependent on the communications and information systems of OFS Advisor and its affiliates as
well as third parties. Any failure or interruption of those systems, including as a result of the termination of an

agreement with any third-party service providers, could cause delays or other problems in our activities. Our financial,
accounting, data processing, backup or other operating systems and facilities may fail to operate properly or become

disabled or damaged as a result of a number of factors including events that are wholly or partially beyond our control
and adversely affect our business. There could be:

� sudden electrical or telecommunications outages;
� natural disasters such as earthquakes, tornadoes and hurricanes;

� disease pandemics;
� events arising from local or larger scale political or social matters, including terrorist acts; and

� cyber attacks.
These events, in turn, could have a material adverse effect on our operating results and negatively affect the market

price of our common stock and our ability to pay dividends to our shareholders.

If we do not invest a sufficient portion of our assets in qualifying assets, we
could fail to continue to qualify as a BDC or be precluded from investing

according to our current business strategy.

As a BDC, we may not acquire any assets other than �qualifying assets� unless, at the time of and after giving effect to
such acquisition, at least 70% of our total assets are qualifying assets. See �Regulation.�
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We believe that most of the investments that we may acquire in the future will constitute qualifying assets. However,
we may be precluded from investing in what we believe are attractive investments if such investments are not

qualifying assets for purposes of the 1940 Act. If a sufficient portion of our assets are not qualifying assets, we could
violate the 1940 Act provisions applicable to business development companies. As a result of such violation, specific

rules under the 1940 Act could prevent us, for example, from making follow-on investments in existing portfolio
companies (which could result in the dilution of our position) or could require us to dispose of investments at

inappropriate times in order to come into compliance with the 1940 Act. If we need to dispose of such investments
quickly, it could be difficult to dispose of such investments on favorable terms. We may not be able to find a buyer for

such investments and, even if we do
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find a buyer, we may have to sell the investments at a substantial loss. Any such outcomes would have a material
adverse effect on our business, financial condition and results of operations.

If we do not maintain our status as a BDC, we would be subject to regulation as a registered closed-end investment
company under the 1940 Act. As a registered closed-end fund, we would be subject to substantially more regulatory

restrictions under the 1940 Act which would significantly decrease our operating flexibility.

Many of our portfolio investments are recorded at fair value as determined in
good faith by our board of directors and, as a result, there may be uncertainty

as to the value of our portfolio investments.

Many of our portfolio investments, including those of our subsidiaries, 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.

We value these securities at fair value as determined in good faith by our board of directors, including to reflect
significant events affecting the value of our securities. Most of our investments (other than cash and cash equivalents)

are classified as Level 3 under Accounting Standards Codification Topic 820, Fair Value Measurement and
Disclosures (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 is 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. The non-binding nature of
consensus pricing and/or quotes accompanied by disclaimers materially reduces the reliability of such information.

We presently retain the services of two independent service providers to review the valuation of these securities. The
types of factors that the board of directors takes 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. Our net asset value could be adversely affected if our
determinations regarding the fair value of our investments were materially higher than the values that we ultimately

realize upon the disposal of such securities.

We adjust quarterly the valuation of our portfolio to reflect our board of directors� determination of the fair value of
each investment in our portfolio. Any changes in fair value are recorded in our statement of income as net change in

unrealized appreciation or depreciation.

We may experience fluctuations in our quarterly operating results.

We could experience fluctuations in our quarterly operating results due to a number of factors, including the interest
rate payable on the debt securities we acquire, the default rate on such securities, the level of our expenses, variations
in and the timing of the recognition of realized and unrealized gains or losses, distributions from our subsidiaries and
portfolio companies, the degree to which we encounter competition in our markets and general economic conditions.
In light of these factors, results for any period should not be relied upon as being indicative of performance in future

periods.
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Changes in the laws or regulations governing our business, or changes in the
interpretations thereof, and any failure by us to comply with these laws or
regulations, could have a material adverse effect on our, and our portfolio

companies�, business, results of operations or financial condition.

We and our portfolio companies are subject to regulation by laws at the U.S. federal, state and local levels, including
those that govern BDCs, RICs or non-depository commercial lenders. These laws and regulations, including
applicable accounting standards, as well as their interpretation, may change from time to time, and new laws,

regulations, accounting standards and interpretations may also come into effect. Any such new or changed laws or
regulations could have a material adverse effect on our business.
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We are also subject to judicial and administrative decisions that affect our operations, including our loan originations,
maximum interest rates, fees and other charges, disclosures to portfolio companies, the terms of secured transactions,
collection and foreclosure procedures and other trade practices. If these laws, regulations or decisions change, or if we
expand our business into jurisdictions that have adopted more stringent requirements than those in which we currently

conduct business, we may have to incur significant expenses in order to comply, or we might have to restrict our
operations. If we do not comply with applicable laws, regulations and decisions, we may lose licenses needed for the

conduct of our business and may be subject to civil fines and criminal penalties.

In addition, changes to the laws and regulations governing our operations related to permitted investments may cause
us to alter our investment strategy, including making investments in entities such as OFS Capital WM and SBIC I LP,
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 prospectus and our accounting practices described in this prospectus, and may
shift our investment focus from the areas of expertise of OFS Advisor to other types of investments in which OFS

Advisor may have little or no expertise or experience. Any such changes, if they occur, could have a material adverse
effect on our results of operations and the value of your investment.

On July 21, 2010, the Wall Street Reform and Consumer Protection Act, or Dodd-Frank Act, was signed into law.
Although passage of the Dodd-Frank Act has resulted in extensive rulemaking and regulatory changes that affect us
and the financial industry as a whole, many of its provisions remain subject to extended implementation periods and
delayed effective dates and will require extensive rulemaking by regulatory authorities. While the full impact of the

Dodd-Frank Act on us and our portfolio companies may not be known for an extended period of time, the Dodd-Frank
Act, including future rules implementing its provisions and the interpretation of those rules, along with other

legislative and regulatory proposals directed at the financial services industry or affecting taxation that are proposed or
pending in the U.S. Congress, may negatively impact the operations, cash flows or financial condition of us or our

portfolio companies, impose additional costs on us or our portfolio companies, intensify the regulatory supervision of
us or our portfolio companies or otherwise adversely affect our business or the business of our portfolio companies.

Over the last several years, there 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 these regulations will be implemented or what form

they will take, increased regulation of non-bank credit extension could negatively impact our operations, cash flows or
financial condition, impose additional costs on us, intensify the regulatory supervision of us or otherwise adversely

affect our business.

Pending legislation may allow us to incur additional leverage.

Recently, legislation was introduced in the U.S. House of Representatives intended to revise certain regulations
applicable to BDCs. The legislation provides for (i) increasing the amount of funds BDCs may borrow by reducing
asset to debt limitations from 2:1 to 3:2, (ii) permitting BDCs to file registration statements with the U.S. Securities
and Exchange Commission that incorporate information from already-filed reports by reference, (iii) utilizing other

streamlined registration processes afforded to operating companies, and (iv) allowing BDCs to own investment
adviser subsidiaries. There are no assurances as to when the legislation will be enacted by Congress, if at all, or, if

enacted, what final form the legislation would take.
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Loss of status as a RIC would reduce our net asset value and distributable
income.

We have qualified as a RIC under the Code. As a RIC we do not have to pay federal income taxes on our income
(including realized gains) that we distribute to our shareholders, provided that we satisfy certain distribution and other

requirements. Accordingly, we are not permitted under accounting rules to establish reserves for taxes on our
unrealized capital gains. If we fail to qualify for RIC status in any year, to the extent that we had unrealized gains, we

would have to establish reserves for taxes, which would reduce our net asset value and the amount potentially
available for distribution. In addition, if we, as a RIC, were to decide to make a deemed distribution of net realized

capital gains and retain the net realized capital gains, we would have to establish appropriate reserves for taxes that we
would have to pay on behalf of shareholders. It is
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possible that establishing reserves for taxes could have a material adverse effect on the value of our common stock.
See �Material U.S. Federal Income Tax Considerations � Taxation as a Registered Investment Company.�

Our board of directors may change our investment objective, operating
policies and strategies without prior notice or shareholder approval.

Our board of directors has the authority, except as otherwise provided in the 1940 Act, to modify or waive certain of
our operating policies and strategies without prior notice and without shareholder approval. However, absent

shareholder approval, we may not change the nature of our business so as to cease to be, or withdraw our election as, a
BDC. Under Delaware law, we also cannot be dissolved without prior shareholder approval except by judicial action.
We cannot predict the effect any changes to our current operating policies and strategies would have on our business,
operating results and the price value of our common stock. Nevertheless, any such changes could adversely affect our

business and impair our ability to make distributions.

OFS Advisor can resign on 60 days� notice, and we may not be able to find a
suitable replacement within that time, resulting in a disruption in our

operations that could adversely affect our financial condition, business and
results of operations.

OFS Advisor has the right, under the Investment Advisory Agreement, to resign at any time upon not less than 60
days� written notice, whether we have found a replacement or not. If OFS Advisor 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 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 OFS Advisor

and its affiliates. Even if we are able to retain comparable management, whether internal or external, the integration of
such management and their lack of familiarity with our investment objective may result in additional costs and time

delays that may adversely affect our financial condition, business and results of operations.

OFS Services can resign from its role as our Administrator under the
Administration Agreement, and we may not be able to find a suitable

replacement, resulting in a disruption in our operations that could adversely
affect our financial condition, business and results of operations.

OFS Services has the right to resign under the Administration Agreement, whether we have found a replacement or
not. If OFS Services 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, 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
OFS Services. Even if we are able to retain a comparable service provider or individuals to perform such services,

whether internal or external, their integration into our business and lack of familiarity with our investment objective
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may result in additional costs and time delays that may adversely affect our financial condition, business and results of
operations.

We incur significant costs as a result of being a publicly traded company.

As a publicly traded company, we incur legal, accounting and other expenses, including costs associated with the
periodic reporting requirements applicable to a company whose securities are registered under the Exchange Act, as

well as additional corporate governance requirements, including requirements under the Sarbanes-Oxley Act and other
rules implemented by the SEC.
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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, beginning with our fiscal year ended December 31, 2013, we have been required to report on
our internal control over financial reporting pursuant to Section 404 of the Sarbanes-Oxley Act and related rules and

regulations of the SEC. We are required to review our internal control over financial reporting on an annual basis, and
evaluate and disclose changes in our internal control over financial reporting on a quarterly and annual basis.

As a result, we expect to continue to 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. In

the event that we are unable to maintain 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.
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