[Letterhead of Sullivan & Cromwell LLP]
February 24, 2011
Via Email and EDGAR

Mr. John M. Ganley,
Securities and Exchange Commission,
100 F Street, N.E.,
Washington, D.C. 20549.

Re: OFS Capital, LLC
(Eorm N-2, File Nos. 333-166363 & 814-00813)

Dear John:

Per our prior discussion, in the interest of expediting your review of the Registration Statement on Form N-2 (the “Form N-2”) filed by our client, OFS
Capital, LLC (the “Company”), with the Securities and Exchange Commission on April 29, 2010, as most recently amended on October 5, 2010, we are
providing to the staff supplementally certain updates to the Company’s disclosure. The updates reflected in the attached pages are principally for the purpose of
(1) modifying the disclosure with respect to the OFS Capital WM transaction to reflect, among other things, our recent discussions with the staff on this
transaction, (2) including a minor elaboration to OFS Capital’s investment strategy, and (3) reflecting the finalized terms of the allocation policy of the investment
advisor to the Company. In this regard, we have attached as Annex A to this letter changed pages, marked against the most recent amendment to the Company’s
Form N-2, which reflect the Company’s proposed revisions. We have not sought to include each instance of these updates, but would propose to make conforming
changes to other parts of the Form N-2 consistent with the changed pages submitted.

If you have any questions or comments regarding the above, please feel free to call me on (310) 712-6603.
Very truly yours,

/s/ Patrick S. Brown
Patrick S. Brown



OFS Capital, LLC

CC:

Glenn R. Pittson
(OFS Capital, LLC)

Jonathan H. Talcott
(Nelson Mullins Riley & Scarborough LLP)

-
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FROSPECTUS SUMMARY

This sumwmary highlights some of the information (n this prospectus. It {s not complere and may net contain
all of the information that you may want to consider. You should read this entire prospectus carefully, including,
in particular, the more detailed information ser forth under “Risk Factors” and the consolidated financial
statements and the related notes included elsewhere in this prospectus.

e

As used in this prospectus, evcept as otherwise indicated, the terms "OF 5 Capital,” “we,” “us,” “our"” and
the "Registrant™ refer to OF 8 Capital, LLC, a Delaware limited liability company, and its consolidared
subsidiaries for the periods prior to consummation of the BDC Conversion {as defined below ), and refer to OF§
Capital Corperarion, a Delaware corporation, and its consolidated swbsidiaries for the periods affer the
constimmation of the BDC Conversion. Relationships between us and certain of our gffiliates are summarized,
and definitions of certain additional terms used in this prospecius are provided, in the section of this prospectis
entitled "Glossary of Certain Terms.”

FPrior to the date of this prespectus, we will convert from a limited liability company into a corporation. In
this conversion, OF§ Capital Corperation will succeed to the business of OF§ Capital, LLC and its consolidated
subsidiaries, and the sole member aof OFS Capital, LLC will become the sole stockholder of OF§ Capital
Corpenation. Thereafter, we will file an election to be regulated as a business development company under the
Investment Company Act of 140, as amended (the 1940 Act”). In additien, for tax purposes we intend to elect
to be treared as a regulated invesment company { "RIC" ) under the Internal Revenue Code af 1986, ax amended
{the “Code” )\ In this prospectus, we refer to these transactions (including the filing of an election to be regulated
as a business development company) as the “BOC Conversion.” Unless otherwise indicared, the disclasure in
this prospectus gives effect to the BDC Conversion.

Unless indicated otherwise or the context reguires, all infermation in this prospectus assumes (1) no
exercise af the underwriters’ over-allotment option to purchase additional shares af our commeon stock, and
{2) an initial public offering price of § per share {the mid-point of the estimated initial pablic offering price
range sex farth on the cover page of this prospecius).

OF5 Capital

We are an extemally managed. closed-2nd. non-diversified management investment company formed in
March 2001, Our investment objective is to provide our stockholders with both current income and capital
appreciation throngh debt and equity investments. We intend to continue to pursue an investment strategy
focused primarily on investments in middle-market companies in the United States. We u= the temm “middle-
market” to refar to companies which may exhibit one or more of the following characteristics: number of
employvees betwean 150 and 2. 000; revenues betwean 550 million and 3300 million; annual earnings hefore
inemest, axes, deprciation and amortization (“EBITDA™) between $5 million and $50 million; penerally, privae
companies owned by private equity finms or ownersfoparators; and enterprise value between $25 million and
5500 million. For additional information about how we define the middle-market, se2 “The Company—
Investment Criteria/ Guidelines.™

Historically, substantially all of our invesiment porifolio consisted of senior secured loans (o middle-market
companies in the United States. Immediately before the closing of the OFS Capital WM Transaction and the
2010 Dristribution as described below and in more detail elsewhere in this prospectus, as of Sepiember 28, 2010,
our investment portfiolio consisted of outstanding loans of approximately $[#] million in agere pak principal
amount and we had debt of $56.7 million apgregate principal amount outstanding. At such time., our loan
portfolio consisted primarily of directly originated loans, club loans and broadly syndicaied loan securities with a
contraciual 2.4-vear weighted average life to maturity, approximately [#]% of which were semior secared. In
addition. at such ti we had commitments of aj ximately $[#] million and outstanding loans of -




approximaiely $[®] million in agerepate principal amount. representing approximaitely 5[] million in fair valee,
plus approximately $[#] million in fair value of other securities, with an average obligor commitment of

$[®] million. The difference betwean the amount of commitments and the outstanding loans is attributable to the
unfunded portion of revolving loans in our porifolic. As at such time, this portfolio had a weighted averape vield
on income prodocing investments at fair value of approximately []%.

On September 28, 2010, principally to facilitate the repaviment of an existing credit facility that would have
prevented this offering by virive of a change-in-conirol provision, we sold a substantial portion of our loan
portfolio to anewly formed entity, OFS Capital WM, LLC (“01—'5 Capital WM™ Concurrently with the OFS
Capital WM Transaction as described below, we distributed to our parent, Orchard First Source Asset
Management. LLC (“OFSAM™). a Delaware limited liability company, a substantial portion of our remaining
loan pontfolio and certain of oor eguity investments. Although we sold a substantial portion of our loan portfolio,

we will continue to benefit from the loan assets sold to OFS Capital WM by virtue of our ownership of all of the
limited hiability company interests in OFS Capital W, Az of December 31, 2010, our investment portfolio

consisied of oustanding loans of approximate ]y 5[] million i aggrepale principal amount and our eguity
investments in our portfolio companies (including cur investment in OFS Capital W)y of 5] million and we
had no debt ontstanding. Following this offering. we expect to pursue a portion of our invesiment sirae gy
through our SBIC subsidiary described below, which has reeeived preliminary authorization from the Uniked

States Small Business Administration (~SEA”) in the form of a “Green Light” letisr. datad October 7. 2000, to

begin the application process to become licensed as a small business investment company (“SBIC™).

As noted above, we iniend to continue to pursie an invesiment strate ¢v focused primarily on investments in

the debt obligations of middle-market companies in the United States. We expect that our investments will
include asset classes in which our external manager has expertise. including investments in senior secured.

unitranche, second-lien and mezzanine loans and. to a lesser extent. warrants and other minority equity securities,

Mo information on each of these assat classes can be found at “The Company—Structure of [nvestments.”
Initially, we expect that our senior loan investments will principally be made through on-balance sheat or off-
halance sheet special purpose vehicles. while unitranche, second lign and mezzaning-loans will be made by us
dirzctly or through our proposad SEIC subsidiary as described below. We expect our investments in the eguity
sacurities of these companies, such as warrants, preferred stock, common stock and other equity interasts, will
principall¥ b2 made in conjunction with our debt investments, although we currently anticipate that no more than
5% of our portfolio will consist of equity investments in nuiddle-market companies that do not pay a regular
dividend. Generally. we do notexpect to make investments in companies or securities that OFS Advisor
determines to be distressed investments (such as. by way of example, discountad debt instruments that have
either experienced a defanlt or have a significant potential for default), other than follow-on investmenis in
portfolio companies of ours.

A snbstantial portion of our business will focus on the direct origination and sourcing of investmeants
through portfolio companies and their financial sponsors or other owners or interme diaries. We expect our
investments to range penerally from £5.0 million to $25.0 million each. although we expect that this investment
size will vary proportionately with the size of our capital base.

OFs Capital Corporate Structure

We are currznily organized as a limiied liability company wholly-owned by our parent, GFSAI'.i OFSAM,
in turn, is owned primarily by members of our managament and board of directors, Inuuedja%elg.r prict to the
completion of this offering. we intend to convern from a Delaware limited liability company into a Delawarz
corporation, OFS Capital Corporation, and file an election to be regulatzd as a business development company
under the 1940 Act. In addition, for tax purposes we intend to elect to be treated as a RIC under the Code.

The entity that will issue and s2ll shares of common stock o you is OFS Capital Corporation. As a @sult of
this offering. OFSAM s percentage ownership of our common stock (and the indirect ownership of members of




professionals available to OFS Advisor and provide access to the senior investment personngl of OFS and its
affiliates. The Staffing Agresment provides OFS Advisor with access to deal flow generated by OFS and its
affiliates in the ordinary cours of their businesses and commits the members of OFS Advisor’s invesiment
commuittes to serve in that capacity. As our mvestment advisor, OFS Advisor is oblipated to allocak investment
opportunities among us and any othar clisnts fairly and equitably over time in accordance with its allocation policy.

OF5 Advisor intends to capitalize on the significant deal origination and sourcing. credit underwriting, due
dilipence. investment structuring, exacution, portfolio management and monitoring experience of OFS's
professionals. We curzntly expect that the senior management team of OF3. including Richard Ressler, Glenn
Pittson. Bilal Rashid, Jeff Cerny and Kathi Inorio, will provide services to OF 5 Advisor. Thess managers have
developed a broad network of contacts within the investment community averaging over 19 years of experiznce
investing in debt and equity scurities of middle-market companies. In addition. these managers have gained
exlensive experience investing in assats that will constitung our primary focus and have expertisa in investing
across all kvels of the capital structure of middle-markat companies.

In addition to their roles with OFS Advisor, Glenn Pittson and Bilal Rashid will serve as our interested
dirzctors. Mr. Pittson has over 25 vears of experignce in corporate finance, sznior and mezzaning lending.
structurzd finance, loan workouts and loan portfolio management, having spent the majority of his career at
varions capacities in CIBC World Markets Inc. (“CIBCL including as head of U.5. Credit Markets, where he
was central to the development and execution of a fundamental restrocturing of CIBC™s loan origination
activities. During the mid- 1980°s, Mr. Pittson was instrumental in establishing CIBC’s leveraged lending
business. Mr. Rashid has approximately 15 years of experience in investment banking. debt capital markets and
investing as it relates to corporate cradit. structured credit and securitizations, including sarving as 4 managing
dirzctor in the global markets and investment banking division at Merrill Lynch & Co., Inc. (*Meirill Lynch™).
Crvar his carzer, Mr. Rashid has advised, arranged financing for and lent to saveral middle-market cradit
providers, including business development companies and their affiliates.

Among other members of OFS” senior management team. Jeff Cerny is experienced incradit evaluation, cradit
monitoring. troubled cradit and loan administration, and negotiation and structuring of structured funding vehickes.
having previonsly held positions at Sanwa Business Credit Corporation. American National Bank and Trust
Company of Chicago and Charter Bank Group, a multi-bank holding company. Kathi Inorio’s focus is on
origination and underwriting, drawing on her experience as a vice president in the corporate finance group at Heller
Financial. Inc.. wherz she was responsible for portfolio management of middle-market senior cash flow Loans.l

Certain Steps to Facilitate our 5trategy

On December 31, 2009, we distributed to OFSAM assets and operations that we determined wer
inconsistent with our strategy. For additional information. see the discussion of the 2000 Reorganization under
“Management’s Discussion and Analyvsis of Financial Condition and Eesults of Operations—Recant
Developments and Other Factors Affecting Comparability.” Since December 31, 2009, we have undertaken or
datermined to undertake cemain additional sieps o further our strategy . as described below, which are included in
the Pro Forma Transactions that we describe in greater detail in our unandited pro fonma condensed combined
financial statements. For more information on the Pro Forma Transactions, se2 “Unaudied Pro Forma
Condensed Combined Financial Statements” and “Management's Discussion and Analysis of Financial
Condition and Results of Operations—Recent Developments and Other Factors Affecting Comparability.”

QFS§ Capiml WM Transacton and OF SAM Cash Conwibiriosn

We have established an entity that will acquire, manage and finance semor scured loan investments to
middlz-market companigs in the UnLteu:fStabes. This entity, OF5 Capital Wi, is a newly formed Delaware
limited liability company; To finance its business. on Sepiember 28, 2010 (the “OFS Capital WM Closing™).




OFS Capital WM enterzd into a new $180 million secured = volving credit facility (the “Whi Credit Facility™)
with Wells Fargo Bank., N.A. (*Wells Fargo™) and Madison Capital. In connection with the OFS Capital Whi
Closing. an affiliate of Madison Capital was appointed as loan manager to manage the assats of OFS Capital
WM. The WM Credit Facility is secured by the ehgible loan assets or participations therein acquired by OFS
Capital WM from us at the OFS Capital WM Closing and eligible loan assets thereafter acquirzd by OFS Capital
\"."]'\-'[‘dun'ng its minvestment period. Subject to limited exceptions. our sake of eligible loan assets or
participations therein to OFS Capital WM is without recourse to us, and we will have no liability for the debts or
other obligations of OF5 Capital Wh.

At the OFS Capital WM Closing, we sold approximately $96.9 million of loans or participations therein,
transferred to us by OFS Funding. to OFS Capital W inexchange for all the equity ing@sts in OFS Capital W
and cash in the amount of $36.2 million (the “O0FS Capital WM Cash Consideration™). We transfemed the OFS
Capital WM Cash Consideration to OF5 Funding, and OFS Funding used the OF% Capital WM Cash
Consideration to repay a substantial portion of the outstanding loan balance wnder OFS Funding’s credit facility
with Bank of America (the *0ld Credit Facility™). We refer to these transactions collectively as the “0OFS Capital
WM Transaction.” Simultaneously with the OFS Capital WM Closing. OF5 AM made an additional capital
contribution to us in the amount of $19.5 million (the “OFSAM Cash Contribution™), which we transfzrred to OFS
Funding. and which OFS Funding used. togather with cash on hand. to pay off the Bmaining balance under the
Old Credit Facility in full. The balance under the Old Credit Facility had already been reduced prior to September
28, 20]0 by OFS Funding’s application of net proceds from the sale of thiee loans to pay down a portion therzof.

Based on our discussions with the staff of the Securities and Exchange Commission (the “SEC™. we will
not (reat OFS Capital W]'\-'[&one of our eligible portfolio companies, As a busingss development comEanv. we
arz not permitted o acquire any assets other than “qualif ving asse[s"specified in the 1940 Act unless, at the time
the acquisition is made, at keast 70% of our total assets are qualifying assels, including securities of “eligible
portfolio companies.” cash, cash equivalents, 11.S. povernment scurities and high-guality debt instruments
maturing in one vear or less from the time of invesiment. Based on the size of this offering, we anticipak that our
investment in OFS Capital WM will constitute less than 30% of our assets upon completion of this offering.
Howewer. because we will have approximately 30% of our assets in non-qualifying assets at the completion of
this offering, we will not be able to acquire any additional non-qualifying assats for the foresesable future.
[Following completion of this offering. we may continue to discuss with the staff of the SEC whether our
investment in OFS Capital WM constitutes a “qualifying assaf.” but thers can be no assurance that the trratment

will change.

JLnder penerally accepted accounting principles, we will not consolidate OFS Capital WM in our financial
stalements. Inskead, our equity investment in OFS Capital WM will be rflected on our balance sheat. We expect
that OFS Capital WhI will be able to increase the rate of return on the semor secured assets sold to it a5 a result
of the more favorable financing terms under the WM Cradit Facility, as compared to the O1d Credit Facility. We
will continue to benefit from the loan assets sold to OFS Capital WM by virtue of our ownership of 100% of the
aquity interests in OFS Capital WM, as well as from increasad management capacity at OFS Advisor resulting
from the appointment of an unaffiliated loan manager for OFS Capital Whi. In addition, the manapement fee
payable to OFS Advisor will be reduced because we will pay that fee on the value of our equity investment in
OFS Capital WM (which value takes into account the indebtedness of OFS Capital WM). as opposed to the value
of the individual assets sold to OFS Capital WM (which would not reflect any indebtzdness). We expact that,
over the life of the WM Credit Facility, basad on the cost of capital and the yield on the underlving assats, we
will have positive cash flow on a guarterly basis from our investment in OFS Capital Whi. In addition, we
heligve that our newly established rlationship with Madison Capital will significantly expand the investment
opportunities available to us,




subsidiary may also be imited in its ability to make distributions o us if it does not have sufficient capital, in
accordance with SBA e gulations. Receipt of an SBIC license does not assure that our SBIC subsidiary will
reeive SBA-guaranteed debenture funding. and such funding is dependent upon our SBIC subsidiary’s
continuing to be in compliance with SEA @ pulations and policies.,

We have no prior history of operating as a businzss development company. have never operated an SBIC.
and none of OFS Advisor ar any of its affiliaes has prior experience managing of administering a business
development company or an SEIC.

Conflicts of Interests

Subject to certain 1940 Act resrictions on co-investments with affiliates, OFS Advisor will offer us the
right to participate in all investment opportunities that it determines are appropriate for us in view of our
investment objective, policies and strate pies and other rlevant factors, Such offers will be subject to the
exception that, in accordance with OFS Aﬂvisor‘sg]]otﬁlinn poligy. we might not participate in each individual
opportunity but will, on an overall basis, b2 entitled to participate fairlv and equitably with other entities
managed by OFS Advisor and its :Lffilialr.es;l

Although we are currently the only entity managed by OFS Advisor, affiliates of OFS Advisor manape other
assels and a CLO fund and OFS Advisor andfor its affiliales may manage other entities in the future. and these other
funds and entities may have similar or overlapping imvestment stratepgies. To the exient 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
{1} itz internal allocation polic:{. (2) the requirements of the Advisers Act, and (3) certain restrictions under the 1940
Act and rukes E)ereundntr regarding co-investments with affiliates. OFS Advisor's allocation policy is inended to
ensure that we may penerally 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 arz appropriate
fior us in view of our investment objective. policies and stratemes and other rlevant factors, particularly those
involving a szcurity with limited supply or involving differing classes of securities of the same issver which may be
snitable for us and such other investment funds or other investment vehicles. Under this allocation policy, if two or
more imvestment 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 rlevant organizational, offering or similar docoments, 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
piven with respect toeach of these factors: (1) the investment guidelines and/or restrictions. if any. sat forth in the
applicable oreanizational. offering or similar documents for the investment vehicles: (2) the risk and retum profile
of the investment vehicles: (3) the smtability and’or prionty of a particular investiment for the imvestment vehicles,
{4 if applicable. the targeted position size of the investment for the investment vehiclas: (5) the level of available
cash for investment with respect to the investment vehicles; (6) the total amount of funds committed to the
investment vehicles: and (7) as applicable. the ape of the investment vehicles and the remaining e nmm of their
Espactive investment periods. if any.

n situations where co-investment with other entities managed by OFS Advisor or its affiliates is not
permutted or appropriate. such as when there is an opportunity to invest in different secanties of the same issuer,
OFS Advisor will need to decide whether we or such other entity or entities will proceed with the investmant.
The decision by OFS Advisor to allocak an opportunity to another entity could canse us to foreeo an investment

'opp:urtu nity that we othe rwise would have made. We and OFS Advisor intend to submit an axemptive application
to the SEC to permit greater flexibility to negotiate the terms of co-investments under the circumstances whers
our board of directors deermines that it would be advantageous for us to co-invest with other funds managed by
OFS Advisor or its affiliates in a manner consisiznt with our invesiment ohjectives. positions. policies. strategies
and restrictions as well as regulatory rquirements and other pertinent factors. We cannot assure vou that this
application for exemptive relief will be granted by the SEC. or that. if pranted. it would be on the same erms
requested by us. See “Related-Party Transactions and Certain Relationships.”
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= independent dirzctors' fees and expenses;

*  brokerage comimissions;

= fidelity bond, directors’ and officers’ liability insurance and other insurance premiums;
= direct costs, such as printing. mailing, long-distance &lephone and staff,

» feas and expenses associated with independant audits and outside lepal costs;

» costs associated with our reporting and compliance obligations under the 1940 Act and other applicable
1.5, federal and state securitizs laws; and

» other expenses incurred by either OFS S2rvices or us in connection with administering our business,
including pavments under the Administration Agreement that will be based upon our allocable portion
(subject to the mview and approval of our board of directors) of overhead.

Outlook on Market Conditions

There have been significant developments in the worldwide capital markets recently. The economy
continues to be characterized by disruption as evidenced by a lack of liquidity in the debt capital markets,
significant write-offs in the financial services sector, the re-pricing of credit risk in the broadly syndicakd credit
markat, as well as the entirg corporate credit market. and the failure of certain major financial institutions.
Despite actions of the 1.5, faderal govemment and forign povernments, these evenis have contributed (o
worsening general economic conditions that are materially and adversely impacting the broader financial and
credit markets and reducing the availability of debt and equity capital for the market as a whole.

These conditions may continue for a prolongad period of time or worsen in the future and present both
opportunities and risks to us, The current credit market deterioration has cansed many of the alternative methods
of ohtaining middle-market debt financing to significantly decreass in scope and availability, creating an
attractive investment environment for us. On the other hand. a prolonged period of market illiquidity may have
an adverse effect on our business, financial condition, and results of operations. Unfavorable economic
conditions could increase our funding costs, limit our acoess to the capital markets or result in a decision by
lenders not toextend credit (0 us, thereby limiting our investment originations and sourcings, limiting our ability
to grow and ne gatively impacting our operating results.

Recent Developments and Other Foactors Affecting Comparability

BDC/RIC Elections Adjustmenis. Prior (o this offering, we were not required to apply fair value accounting in
accordance with the principles of FAS 157 (ASC Topic 8200. Accordingly. loans or other equity investiments wemz
camied at cost on our balance sheet. In conjunction with our election to be treated as a business development
company. under FAS 157 (ASC Topic 8200 we will @port our investiments at fair value with changes in value
reporned through our income staement under the caption “unralzed appraciation {depreciation) on investments.™
Ses “Deemmination of Net Asset Value.” Currzntly, we maintain an allowance for loan losses for inhernt losses in
our lean portfiolio. Upon conversion, we will eliminate the allowance for loan losses and, consistent with our
prospective accounting policies, will reeord unrealized appreciation and depreciation that will increase or decrease
the carrying value of individual assets. Based upon the carrving valve of our loans ati%emter 31, 2000, fhe
unrealized depreciation that we expect to Reord upon conversion would be 5 ®) milkon (without taking in
account the 3] million allowance as of December 31. 2010). Our unaudited pro forma financial stalements
included in this prospectus give effact to a fair value adjustment to the caryving value of our loan and other aquity
investments as of Decamber 31, 2010, See the section of this prospectus entitled “Unandited Pro Forma Condensed
Combined Financial Statements.”

As of December 31, 2010, our net assat va]ue‘v.- a8 $um1]lu3n The valuation analysis prepared by

on the loan and equity investments that we owned directlv as of December 31. 2010 was submitted to

managemen
our board of directors, which is ultimately Espnns:ble for the determination, in good faith, of the fair value of each
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investments as of December 31, 2010 consisted of cenain limited proceduras ithe cedures”) we identified and
rquested them ln']:-ert'oml. Ba=zd upon the performance of the Procedures on each of our final loan and equity
investment valuations. J#] concluded that the fair value of thosa assats as of Dacamber 31, 2000 appearad
easonable. The valuation firm provided valuation assistance for 1009t of olr remaining portfolio investments
{including our equity inerests in OFS Capital WM following the OFS Capital WM Transaction and the 2000
Diistribution and for which sufficient markat quotations were not readily available as of :_euember 312000, Our
board of directors inkends to @tain one of more independent valuation firms to @view the valuation of each
portfolio investment of ours, as well as each portfolio investment of OFS Capital WM, that does not have a readily
available market quotation at least once during each 12-month period. However, our board of directors is
ultimakely and solely responsible for determining the fair value of our assats using a documented valuation policy
and consistently applied valuation process. For more information, see the sections of this prospectus entitled
“Unandited Pro Forma Condensed Combined Financial Statements” and “Dekmmination of Met Asset Value.”

BDC Conversion. Immediately prior to the complation of this offering, OFS Capital, LLC int2nds to
convert into a Delaware corporation. OFS Capital Corporation. and each of the outstanding limited Liability
company interests of OFS Capital, LLC is expactad to e converid into shares of common stock in
OFS Capital Corporation. See “The BDC Conversion.” As part of the BDC Comversion. OFSAM will he issned
an aggre gate of shares of common stock in OFS Capital Carporation inexchange for the limited
liability company interests in OF 5 Capital. LLC at an average estimated aquivalent price of § per share.
Upon completion of this offering, OFSAM will own. collectively. an interzst of approximately % inus,
assuming no exercise of the underwriters” over-allotment option.

OF & Capital WM Transaction and OF SAM Cash Consriburion. We have established OFS Capital WM., an
entity that will be one of our portfolio companies upon consummation of the BDC Conversion and will acquire.
manage and finance senior securad loan investments to middle-market companies in the Uniked States. To finance
its business, at the OFS Capital WM Closing, OFS Capital WM entered into the W Credit Facility with Wells
Fargo and Madison Capital, which is secured by the eligible loan assats or participations therzin acquired by OFS
Capital WM from us at the OF5 Capital Wh Closing and eligible loan assets thereafter acquired by OFS Capital
WM during its remvestment period. Subject to imited excaptions, our sale of eligible loan assets of participations
therain to OFS Capital Wi iz without rcourss to us, and we will have no liability for the debts or other
obligations of OFS Capital WH.

At the OFS Capital WM Closing, we sold approximately $96.9 million of loans or participations therzin.
transferred to us by OFS Funding, to OFS Capital W inexchange for all the equity ineests in OFs Capital W
and the OFS Capital WhI Cash Consideration. We transferred the OFS Capital WM Cash Consideration to OFS
Funding. and OFS Funding used the OFS Capital WM Cash Consideration to repay a substantial portion of the
outstanding loan balance under the Old Credit Facility, We also transferred the OFSAM Cash Contribution. made
by our parent to us simultanecusly with the OFS Capital W Closing, to OFS Funding, and OFS Funding usaed
the OFSAM Cash Contribution. togather with cash on hand. o pay off the remaining balance under the Old Credit
Facility in full. The balance under the Old Credit Facility had already been reduced prior to September 28, 2010
by our application of net proceads from the sake of three loans to pay down a portion thereof.

Under generally accepted accounting principles. we will not consolidate OFS Capital WM in our financial
statements, Instead, our equity investment in OFS Capital WM will be reflected on our balance shest. We expect
that OFS Capital W will be able to increasa the rate of return on the senior secured assats sold to OFS Capital
WM as aresult of the more favorable financing terms under the WM Credit Facility. as compared to the Old
Credit Facility. We will continue to benefit from the loan assets sold to OFS Capital WM by virtue of our
ownership of 1009 of the equity ineests in OFS Capital WM. as well as from increased managemeant capacity at
OFS Advisor resulting from the appointment of an unaffiliated loan manager for OFS Capital WM. In addition.
the management fe2 pavahle o OFS Advisor will be rduced becanse we will pay that fae on the value of our
equity investment in OFS Capital WM (which value takes into account the indebiedness of OFS Capital WM}, as
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opposed to the value of the individual assets sold to OFS Capital W (which would not reflect any inde btedness).
We expact that. over the life of the Wh1 Credit Facility. based on the cost of capital and the yield on the
underlying assets, we will have positive cash flow on a quarterly basis from our investment in OFS Capital WhI
In addition, we believe that our newly established relationship with Madison Capital will significantly expand the
investment opportunities available to us.

As a result of certain provisions of the loan documentation for the OFS Capital WM Transaction. we were
requirad to account for that transaction in our financial statements as a secured borrowing as of December 31,
2010 which resulted in our rining the loans we transfered o OFS Capital WM on our balance sheet as of
Dacember 31, 2010 and recording a comesponding pavable due to OFS Capital WM. On February [=], 2011 we
amended the loan documentation o remove those provisions, pursuant to which amendment we iniend to account
for tl';_e OFS Capital WM Transaction as a sak of assets by us io OFS Capital WM. The OFS Capital WM
Transaction (afier giving effect to those subsequent amendments) and OFSAM Cash Contribution involved the
f2payment of‘S 6.7 million ageregate principal amount of indebtedness outstanding under the O Credit
Facility, removal from our balance sheat nfz‘,@b'.q million in assets'fo]d to OFS Capital WM in connection with
the OF 5 Capital WM Transaction, the booking of an asset’in the amount of £[#] million in respact of our
investment in OFS Capatal WM and recognition of a gain or loss from the sale of our assats to OFS Capital WM
upon effectiveness of the subsequent amendment to the loan documentation. For more information on the Pro
Forma Transactions, sé2 “Unandited Pro Forma Condensed Combined Financial Statements.”

200 @ Dhseribuefon. Concurrently with the OFS Capital WM Transaction, OFS Funding distributed to us and we
in tum distribated to OFSAM cerain invesiments in each of the following portfolio companies: Airxcel, Inc., Arclin
US Holdings Inc.. Barton-Cotton, Incorporated, BBE Industries LLC, ElueWater Thermal Processing, LLC,
Einstruction Corporation, FCL Graphics, Inc.. Hopkins Manufacturing Inc., Jason Incorporated, Jonathan Holding
Company. Jones Stephens Corp.. LMH L Inc. (Latham), LY] Services, Inc., National Bedding Company, LLC.
Pamarco Technologies, Inc.. Plainfield Tool and Enginesring, Inc. ifk/a Polymer Technologies, Inc. and Plainfield
Tool and Enginesring, Inc.), Rever Industries, LLC. SMG and Tecta America Corporation. Cur inves tments in
these portfolio companies agaregated approximately $67 .2 million. Inaddition, OFS Pundin&djstributeg to us and
we in turr%distrihuegto OF5AM approximately $1.3 million of equity invesiments. We refer (o these actions
collectively as the 2010 Distribution.” We determined to make these distributions to eliminak certain potential
conflicts of interest that might arise dve to the fact that we and an affiliatzd fund both hztd‘invesunems in these
portfolio companies.

2009 Reorgamization. Formerly, we were named Old Orchard First Source Asset Management, LLC *01d
OFSAMT), but. in March 2010, we were enamed “OFS Capital. LL.C.” On December 31, 2000, Old OFSAM
undertook certain steps as part of a rrorganization designed to facilitate this offering. Specifically:

+ our then equity owners created a new holding company, Orchard First Source Asset Managament,
LLC, or OFSAM. by contributing their equity interests in Old OFSAM to OFSAM such that Cld
OFSAM became a wholly-owned subsidiary of thatentity;

«  Old OFSAM distributed to OFS AM assets that we determined to be inconsistent with our primary
investment ohjectives dascribed in this prospactus or with the operations of an externally managed
finance company. including, among other things, by:

»  distributing to OFSAM an approsimate 6% equity interest ina CLO vehicle and assigning to
OFSAM the manapement rights and certain fae recaivables rlaked to that vehicla:

« distributing to OFSAM all equity interests in OFSC. an Ilinois corporation that employs all of the
investment and other professionals who will carry out the investment activities on our behalf; and

+  distributing to OFSAM all equity interests in certain other subsidiaries engaged in manapement
ind agency activities.

We refer to thesa actions collectively as the *2009 Reorganization.” The above-described sips resulted in OFS
Funding becoming our only subsidiary with loan and other investment assais. Mo assets within OFS Funding were
transferred or paid out as a dividend as part of the 2009 Reorganization. For more details on the specific sk ps taken
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in connection with the 2009 Reonganization, =2 our financial statements and the related notes thereto appearing
elsewhem in this prospectus as well as the section of this prospectus entitled “Unaudited Pro Forma Condensed
Combined Financial Statements.” Bacause the 2008 Reorganization occurrzd on December 31, 2009 it impacts the
comparability of ocur balance sheet information as ofiD_dcamhar 31, 2010 and December 31, 2009 with the
period-end balance sheet information as of prior periods, and will impact the comparability of future period income
statement information with the ncome statement information for periods ending on or before December 31, 2009

Invesmnent in Vidalia. Untl June 2009, we owned a 1009 interest in a trust that owned a 9.93% interest in
a hydroelectric power penerating facility in Concordia Parish, Lowisiana (*%idalia™). The investrment in Vidalia
was carried at cost. Distributions from the investment in Vidalia wer2 recorded as income to the exent the
facility had generated income. Distributions in excess of income were recorded as a reduction in the cost basis as
they reflected a retum of capital. In Jone 2008, we sold our entire interest in Vidalia for $33.6 million in net
proceads and recognized a gain of $4.% million from the sale. For the vear ended December 31, 2006, we
recorded investment income from Vidalia in the amount of $0.5 million,

Composition af Exising Porgfolio and Recens Porgfolie Activities. As of September 28, 2010, immediately
before the closing of the OFS Capital WM Transaction and the 2010 Distribution, substantially all of our
investment portfolio consisted of senior secured loans to middle-market companies in the United States. As noted
elsawhere in this prospectus, following this offering. we intend to expand into additional assat classes, including
investments in unitranche, second-lien and mezzanine loans and, to a lessar axtent, warrants and other minority
equity securities. Accordingly, over time, we expect that senior scured loans will represent a smaller parcentage
of our investment portfolio as we grow our busingss. In addition, since late 2008, we have focused primarily on
managzment and collection efforts with respect to our existing portfolio and penerally have not originated any
new loans. We anticipate that our activities in the near tenm will rrtum to a more balanced mix of investment
origination and sourcing. management and collection, with the majority of new loans being added to our portfolio
by our originations.

Critical Accounting Policies

The preparation of financial statements and relaed disclosures in conformmity with generally accepted
accounting principles in the United States requires management to make estimates and assumptions that affect
the reporied amounts of assets and Labilities, disclosure of contingznt asszts and liabilities at the date of the
financial statements. and evennes and expenses during the periods repored. Actual resulis could materially
differ from thosz estimates. We have identified the following items as critical accounting policies after giving
effect to the changes in accounting principles we will undertake as part of our election to be (aed as a business
development company.

Valuation af Pergfolio Invessments. Our policies relating to the valuation of our portfolio invastmants will
be as follows:

Investments for which sufficient market quotations are readily available will be valued at such market
quiotations, We may also obtain indicative prices with respect to certain of our investments from pricing services
or brokers or dealers in order to value such investments. We expact that there will not be a readily availabla
market value for many of our investments: those debt and equity securities that are not publicly traded or whoss
market prices are not readily available are valued at fair value as determined in good faith by the board of
directors. We expect to value such investments at fair value as determined in good faith by our beard of dirzctors
using a documented valvation policy and a consistently applied valuation process. We expect that our valuation
of each asset of ours, as well as each investment asset of OFS Capital Wi, for which sufficient market
quotations are not readily available will be Eeviﬁwed by one or more iﬁdepr.&ndem third-party valuation finns at
least once every 12 months.

Our board of directors is ultimately and solzly responsible for determining the fair value of the portfolio
investments that are not publicly tradad, whose market prices are not readily available on a quarterly basis in
good faith or any other sitnation where portfolio investments require a fur value detemination.
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With respect to investments for which sufficient market quotations are not iadily available or for which no
arf an insufficient number of indicative prices from pricing services or brokers or dealers have been received. our
board of directors will undertake, on a quarterly basis, unless otherwise noted, a multi-sep valuation procass, as
described below:

»  For each such investment. a basic credit rating process will be completed. Every credit rating will be
revigwead and either reaffirmad or r2visad by the investment committes. This process, along with
comparisons to similar assets in the market basad on, among other things, third-party credit ratings.
will establish basz information for the quartarly valuation process.

» Asitrelates to our eguity investment in OFS Capital WM, we anticipate that a review of the cradit
rating, cash flow and maturity profile of the underlying assets owned by OF 5 Capital WM will he
completed. In addition, we anticipate that the review will also consider the liability structuse of OFS
Capital W, including the amount of leverage. financing costs and other expensas.

+  Each porifolio company or investmeant will additionally be valued by the investment proféssionals
responsible for the credit monitoring.

»  Prliminary valuation conclusions will then be documenied and discussed with individual mermbers of
the investment committas,

*  The preliminary valuations will then be submitied to the investmant committes for ratification.

+  Third-party valuation firmis) will be engaged to provide valuation services as requested, by reviewing
the investment committee’s preliminary valoations. The investment commitiee’s preliminary fair value

conclusions on each assat of ours, as well as each investment asset of OFS Capital WM. for which
sufficient market quotations are not readily available will be reviewed and assessed by a third-party
valuation fimm at least once in every 12 month pericd, and more ofien as detenmined by our board of
directors, Such valuation assessment may be in the fonm of positive assurance, range of values or other

valuation method basad on the discretion of our board of dirctors.,

*  Dur board of directors will discuss valuations and determine the fair value of each investment in the
porifolio in pood faith based on the input of OFS Advisor and. where appropriaie, the respective
independent valuation firms.

The types of factors that we may take into account in fair value pricing our invesiments include, as relevant,
the nature and realizable value of any collateral, the portfolio company’s ability to make pavments and its
earnings and discount2d cash flow, the markets in which the portfolio company does busingss. comparison o
publicly traded securities and other relevant factors.

Determination of fair value involves subjective judgments and estimates. Accordingly. the noes to our
financial statements will express the uncertainty with respact to the possible effect of such valuations, and any
change in such valuations. on our financial statements.

Revenue Recogainon. Cur revenne recognition policies will be as follows:

Investments and Related Investment Income: We will account for investment transactions on a s2itlment-
date basis. Our managament will value the portfolio of investments at fair value. Interest is currzntly (and will
continue to he) recognized on an accrual basis. For investments with contractual PIK interest, which represents
contractual intereést accrued and added to the principal balance that generally becomes dug at maturity, we will
not accrue PIE interest if the portfolio company valuation indicates that the PIK interest is not collectible.
Realized gains or lossas on investments will be measured by the difference betwezn the net proceads from the
disposition and the cost basis of investiment. without rgard to unealized gains or losses previously recognized.
We will report changes in the fair value of investments that are measured at fair value as a component of the net
change in unrealized appreciation (de preciation) on investments in our statement of income.
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