May 14, 2012
Via E-mail 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, as most recently amended on May 3, 2012, we are providing to the staff
supplementally draft disclosure addressing your recent comments. In this regard, we are attaching as Annex A hereto changed pages, marked against the most
recent amendment to the Form N-2, reflecting the Company’s proposed revisions. We would propose to include the revised disclosure in the next amendment to
the Form N-2. If you have any questions or comments regarding the above, please feel free to call me at (310) 712-6603.

Very truly yours,

/s/ Patrick S. Brown
Patrick S. Brown

Enclosures

cc: Glenn R. Pittson
(OFS Capital, LLC)

Jonathan H. Talcott
(Nelson Mullins Riley & Scarborough LLP)
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Implications of Being an Emerging Growth Company

We qualify as an emerging orowth company, as that term is used in the Jumpstart Qur Business Startups Act
of 2012 (the “JOBS Act™). An emerging srowth company may take advantage of specified reduced reporting and
other burdens that are otherwise applicable generally to public companies. These pravisions include:

* An exemption from the auditor attestation requirement in the assessment of the emerging srowth
company’s intemal control over financial reporting under Section 404 of the Sarbanes-Oxley Act of
2002 (the “Sarbanes-Oxlev Act™):

*  No non-binding advisory votes on executive compensation or golden parachute arrangements; and

*  Reduced financial statement and executive compensation requirements.

Motwithstanding the foregoing, we have determined that we will continue to comply with Section 404(h) of
the Sarbanes-Oxley Act regarding auditor attestation when applicable to us. We have not vet determined whether
we will take advantage of any other exemptions that are not alreadv 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 commaon 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.

In addition, Section 107 of the JOBS Act also provides that an emerging srowth company can take
advantage of the extended transition period provided in Section T{a){2)B) of the Securitics Act of 1933, as
amended (the “Securitics Act™). for complyving with new or revised accounting standards. However, we are
choosing to “opt out” of such extended transition period, and as a result, we will comply with new or revised
accounting standards on the relevant dates on which adoption of such standards is required for non-emerging
orowth companies. Our decision to opt out of the extended transition period for complying with new or revised
accounting standards is irrevocable.

We could remain an emerging growth company for up to five vears, or until the earliest of (a) the last day of
the first fiscal vear in which our annual aross revenues exceed %1 billion, (b) the date that we become a “larae
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 5700 million as of the last business day of our most recently
completed second fiscal quarter, or (¢} the date on which we have issued more than %1 bhillion in non-convertible
debt during the preceding three vear period.
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FEES AND EXPENSES

The following table is intended to assist vou 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 “0OFS Capital.” or that “we™ will pay fees or expenses, you will
indirectly bear such fees or expenses as an investor in OFS Capital.

Stockholder transaction expenses:

Sales load (as a percentage of offering price) ... ... i % (1)
Offering expenses {as a percentage of offering price) . .. ... ... .. i i % (2)
Dividend reinvestment plan exXpenses ... ... ... .. i i None  (3)
Total stockholder transaction expenses (as a percentage of offering price) ................. G
Annual expenses (as a percentage of net assets atiributable to commaon stock):

Base management fee payable under Investment Advisory Agreement ... ... vuiinnan % (4)
Incentive fees payable under Invesiment Advisory Agreement . ........cvvviranrarranes % (3)
Interest paymenis on borrowed funds . ... ... o i i e i % (6)
LT 1 L R % (7)8)
Acquired fund fees and EXPENSES . ... u e e e e % (9
Total anmual eXPenses ...t et h et a e e a s e % (8)
DISMIETION, -5 & oo mteialin o & iee dom & siEie Bom b i dn Bom & bt om b lattin e o & et om & it g sl G0 (4
Adjusted total annual EXPENSEs . ..o e e e %

(1

(2)
(3)

)

The sales load (underwriting discount and commission) with respect to the shares of our common stock sold
in this offering, which is a one-time fee paid to the underwriters, is the only sales load paid in connection
with this offering.

Amount reflects estimated offering expenses of approximately 5

The expenses of the dividend reinvestment plan are included in “other expenses.” For additional
information, see “Dividend Reinvestment Plan.”

The initial base management fee will be (L875% of our total assets (other than cash and cash equivalents but
including assets purchased with borrowed amounts and including assets owned by any consolidated entity).

After May 31, 2013, the base management fee will increase to 1.75% of our total assets (other than cash and

cash equivalents but including assets purchased with borrowed amounts and including assets owned by any
consolidated entity). For the purposes of this table, we have assumed that the management fee will remain at
0.875% through May 31, 2013, and 1.75% thereafier as set forth in the Investment Advisory Agreement. This
15 reflected in the table above by showing the higher 1.73% base management fee, which is applicable afier

Mavy 31, 2013, in the line item titled “Base management fee payvable under Investment Advisory Asreement.””

and then, in the ling item titled “Deduction,” deducting the difference between the hizher fee applicable afier

May 31, 2013 and the initial (.875% fee. 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 stockholders for approval. See “Management and Other Agreements—Investment Advisory
Agreement.”

The % fee reflected in the table is calculated on our net assets attributable to commaon stock (rather than our total
assets). Net assets attributable to common stock is calculated as our March 31, 2002 pro forma net asset value plus
the gross proceeds from this offering, assuming an initial public offering price of 3 per share (the mid-point of
the range set forth on the front cover of this prospectus), less the sales load and offering expenses. For the purposes
of this table, we have assumed that net proceeds from this offering and cash on hand are fully invested,
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+  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 1o 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.
Morcover, 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 opportunitics 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 business development company regulations
governing transactions with affiliates to prohibit certain “joint transactions™ between entities that share a common
investment adviser. Historically, we have invested in a number of the same middle-market companies as a fund
managed by OFSAM or one of its affiliates. Most of these co-investments have been in securities of the same
seniority. Concurrently with the OFS Capital WM Transaction, we distributed to OFSAM a substantial portion of
our loan portfolio and certain of our equity investments. In connection with our election to be regulated as a
business development company, 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-
imvestment and liquidity transactions, subject to certain conditions, we cannot be certain that any application for
such reliel will be granted or what conditions will be placed on such relief.

Tamarix LP may not be approved for an SBIC license, we may not obtain the necessary approvals from the
SBA in connection with our acquisition of the ownership interests in Tamarix LP and Tamarix GP that we do
not already own, and we may not be able to acquire such interests.

Tamarix LP has applied for a license as an SBIC. It is possible that Tamarix LP will receive its license as
early as the second gquarter of 2012, although we cannot guarantee that it will obtain its license. In addition,
Tamarix LP's application is for a license o operale as a “stand-alone” entity. Additional approvals of the SBA
will be required in connection with our proposed acquisition of the ownership interests in Tamarix LP and
Tamarix GP that we do not already own due o the fact that, following such acquisition, Tamarix LP will be what
is known as a “drop-down™ SBIC. We cannot guarantee that the SBA will provide those necessary approvals,
Additionally, the owners of the remaining ownership interests in Tamarix LP and Tamarix GP are under no
contractual obligation to sell us their interests. If Tamarix LP does not receive an SBIC license, we will not be
able to take advantage of investment opportunities through Tamarix LP and may not be able to achieve our
investment objective. If the SBA does not issue the approvals necessary for us o acquire the remaining
ownership interests in Tamarix LP and Tamarix GP, or the other holders of the ownership interests are unwilling
to sell us their interests, our ability to benefit from Tamarix LP's investment opportunities will be
correspondingly limited. In the eveni we are unable o acquire the remaining ownership interests in Tamarix LP,

we anticipate that we will invest substantiallv less in Tamarix LP than we would have otherwise, and no more
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than our current 325 million commitment. While our investment objective and strategy will remain the same, the
inahility to acquire the remaining ownership interests in Tamarix LP and therefore utilize the full leverage
capacity of Tamarix LP will potentiallv reduce the return on our investments or force us to seek alternative
spurces of debt financing. An inability to obtain acceptable alternative financing could limit our ability to arow
our business and execute our business strategy and could decrease our earnings, if anv, which may have an
adverse effect on the value of our securities.

We may not receive exemptive relief from the SEC to permit us to exclude the debt of Tamarix LP from our
assei coverage ftest, which may decrease our capacity to fund investmenis with debt capital.

We expect to apply for exemptive relief from the SEC to permit us to exclude the debt of Tamarix LP
guaranteed by the SBA from our 200% asset coverage test under the 1940 Act. We cannot assure you that we
will receive exemptive relief from the SEC and if we do not receive an exemption for this SBA debt, we would
have reduced capacity to fund investments with debt capital. As a result, we may not be able to realize fully the
benefits of Tamarix LP and may not achieve our investment ohjective.

SBA regulations limit the outstanding dollar amount of SBA guaranteed debentures that may be issued 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 5150 million
when it has at least 575 million in regulatory capital, receives a capital commitment from the SBA and has been
through an examination by the SBA subsequent to licensing. For two or more SBICs under commeon control, the
maximum amount of outstanding SBA-provided leverage cannot exceed $225 million. We cannot presently
predict whether or not we will, once and if Tamarix LP receives an SBIC license, 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, once it receives an SBIC license, Tamarix 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 Tamarix 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 tmes desired by Tamarix LP.

Tamarix LP, if it is granted an SBIC license, will be subject to SBA regulations.

We intend to pursue a portion of our investment strategy through Tamarix LP, which intends to be licensed
by the SBA as an SBIC. Upon receipt of an SBIC license, Tamarix LP will be regulated by the SBA. Receipt of
an SBIC license will allow Tamarix LP to obtain leverage by issuing SBA-guaranteed debentures, subject to the
issuance of a capital commitment by the SBA and other customary procedures. The SBA places certain
limitations on the financing terms of investments by SBICs in portfolio companies and prohibits SBICs from
providing funds for certain purposes or to businesses in a few prohibited industries. Compliance with SBIC
requirements may cause Tamarix LP to forego attractive investment opportunities that are not permitted under
SBA regulations.

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. The SBA prohibits, without prior SBA approval,
a “change of control” of an SBIC or transfers that would result in any person (or a group of persons acting in
concert) owning 10% or more of a class of capital stock of a licensed SBIC. If Tamarix 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. andfor limit it from making new
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Portfolio Composition, Investment Activity and Yield

The total fair value of our investments was approximately $214.7 million at March 31, 2012, $225.0 million at
December 31, 2001 and 5123.2 million at December 31, 2010, The amount at March 31, 2012 gives pro forma
effeet to the BDC/RIC Elections Adjustments. The amount at December 31, 2011 gives pro forma effect o the
BDCRIC Elections Adjustments and the WM Consolidation Adjustments, while the amount at December 31, 2010
gives pro forma effect w the BDC/RIC Elections Adjustments, the WM Consolidation Adjustments and Sale
Accounting Adjustments, as described above under *—Recent Developments and Other Factors Affecting
Comparability.” For the three months ended March 31, 2012, we closed loans with 3 compames with an aggregate
face value of $15.0 million. For the year ended December 31, 2011, OFS Capital and our wholly-owned subsidiary
OFS Capital WM closed loans with 41 companies with an aggregate face value of $201.2 million. For the year
ended December 31, 20110, in addition to our equity investment in OFS Capital WM, which was valued at $59.7
million at December 31, 2010, after giving effect to the subsequent WM 2011 Credit Facility Amendments, we
originated approximately $0L6 million of new debt investments.

On May 11, 2012, due to a reduction following March 31, 2012 in the borrowing base value ascribed to a
54.7 million (principal amount) loan owned by OFS Capital WM, an affiliate of OFSAM purchased that loan
from OFS Capital WM at its fair value as of March 31. 2012 of $4.2 million. For the three months ended
March 31, 2012 and the year ended December 31, 2011, after giving pro forma effect to the WM Consolidation
Adjustments, we had approximately $25.9 and $63.2 million, respectively, in net debt repayments {net of
revalver advances) in existing portfolio companies and sold $0.0 and $21.2 million of our loans, respectively. For
the year ended December 31, 2010, we had approximately $23.2 million in net debt repayments in existing
portfolio companies and sold $31.0 million of our loans.

The following table shows the cost and fair value of our portfolio of investments by asset class as of March 31,
2012 and December 31, 2011 and 2010 as well as pro forma at December 31, 2011 after giving effect 1o the WM
Consolidation Adjustments and December 31, 2010 after giving effect to the Sale Accounting Adjustments and the
WM Consolidation Adjustments.

Asof March 31, 2012 As of December 30, 2001 As of December 31, 2001 As of December 31, 2000 As of December 31, 2010
Histarical Historical Pro Forma Histarical Pro Forma
Cost Fair Value Cust Fair Value Cost Fair Value Cost Fuir Value Cost Fair Value
(im thowsandsh

Senior Secured
Performing . .. JE212.5175207,156 5 9,267 S 9800 3223029 5217637 § 82,680 5 80711 $114919 511349
MNon-Accrual ...
Umitranche
Performing .. .. — — — —_ — — —_ — == _
MNon-Accrual ... — — —_— —_— — _— — — — -
Sccond-Lien
Performing ... — — — — 1925 1967 1925 1,967
Mon-Accrual ...
Mezzanine
Performing .. .. — — — —_ —_ - - — s .
MNon-Accrual ... — — —_ —_ — — — — — -
Unsecured
Performing .. .. 4.792 4992 4756 4,756 4,756 4. 756 — — —
Non-Accrual ... —_ —_— - _— —_ — 2,696 2,177 2,696 2,177
Equity Investments | . 2,455 2,595 45575 43836 2455 2619 64949 65220 4,842 5.545

Total ............. £219.7645214,743 559,598 S58.401 5230,240 5225012 5152,250 5150,075 5124 382 S123,185

As of March 31, 2012, the weighted average yield to fair value was approximately 8.18%. Throughout this
document, the weighted average vield on income producing investments at fair value is computed as (a) total
annual stated interest on aceruing loans plus the annualized amortization of deferred loan origination fees and
accretion of OID divided by (b) total income producing investments at fair value (with any unamortized premium

76



HFILE6E HH6 15 Y0NS pamal] Y sAiag  asuajag y aaedsay

(15 ¢+ Mg
(a0t HOHT W] wua
G6IUFE ELR'PS ELRPE DIOTT AL BHILY WED] PN HaE ML

(205" £+ MU} unejaue QT9TH W BRI R0
(308 1+ 2041 W0 ULz Tz ‘AN CULTIAR (GT
19518 OLE'TS LTS YIS AN U] PRNDIS SOIUSE MU U AR T [en=mnonaus [

(215 i e} E05L X1, “Huina
(205" 5+ HOATT W] U3, SAMMIS 0oL Yip * 9] AemyRgg mg N 11
FRLPS BEE'PS HEETS LIOTIEMN s 0°] PRINISG JOLUG TSy 1y BRI

(LT e AW} OO 11 3e] |1, 2a0a0) )3
(HETe+ M_Wm_o.____w S01 g U0 uu3 g, AN IO (L]

LHE'ES LPP'ES LEFES GUOTIVIR RG] PRNIE HHI Fupiuyang Aueddioy wsoqueag) g

(2500 {4+ MuLL]) BITER HO “SnquIinpy
(#ET S+ HOHIT) W0 WuE |, waudinbey pur anuasy yip [ (00t
THE'ES LO0'rs LOOES SHOTA0L BETL W] PRNS JOTUSE Asaungegy prasnpug M| RMICULIORE MO

(357 G+ AL}
(5T HOAIT W] MR |, Fummpapnunep
FLEFE TRETS THR'FS ST BEL'L URO] PAUMDE JOIUDE  JINEE [RIMMINNT

(M) G4 SULE)

? |

(35T 0 WO W] LA |, uary SUERIPRLYY

B01°FS BOL'TS BOLTE £I0TTIL YD VRIL] O] PRNISE JOMISG 3P UMM AN R
PIFH SSEL) J0 SPUBsnon) uj SPMEESTO] ] spEsnog) Ananpepy (1) 1sadaqu] Juanpsasup po adiy, Aapsnpag Aumdmoy
amuasaag ey apeq (amel) uy (aed) ORI J0 SSMPRY PUR SRy

SuppuEsIng U

107



|.|
TI0C " TE IR J0 5% 3nfen
TR 51 1% AN [V, SIC) 0] 0] STs pastpaimd [Ny 510 J0 STE[LLTE 0% RG] ST 07 PaJLIaws Sn[en 9580 SUpnoad S 0 T 107 1€ [0Ep] SUTmO[[o] tafangad & o1 anp C10z 11 AR U0 16

T e ] Ay PRy uawsaan v swasaday  (7)

“suondo 1amoung dag wum e s Ul sanges 0
SN WA OU LI sueo] Supaosas sieasanlal L TI0T T1E Y J0 ST SIUNOWE WAIID ([ 00 FED ISHU] 31 SIS0 MSUIEAU) Y22 10 aunpos sig o papiaoad aees g g, ()

ErLTILS 1S60ELS 15+ 158

(605 E+ ML)
(HEL T+ HOHTT)
DTS LEATTS LEGTS QIOTATL TG

(HELE+ ML)
(LT HOAT) RO UM,
SEETS i GLUrS QIO o] URD] PUnasg Mg saapdng 2y ey

T esennjog Qunxog () TOIET WA, W2l

pu ey ﬁrﬁm [CUERGT o0 (10

000 1 L09s UL SN BORRLGTY f] SR ST R po0 ([RROsIag U] ARG qqIEEE]
1 1 "xEaaug Jngy

+ “And 2E3ag JInD £16

PR SLLTS STLTS dnoury saprig

1TFE0 VN oy
£0F 2ung |1y Ly SHig)
B et 1 ]
PIAH SS¥[) Jo Spumsnii) iy SpurEsnoN)y uy SpuEsnoqy ANy (1) ysazaqy AT jo ad i g, AxpEmparg Ay
ELIEUERR NN anpe s Jeq (aed) ) (aedy OO0 JO SSEMPEY PUE Y]

109



OFS Capital, LLC and Subsidiaries

Notes to Unaudited Consolidated Financial Statements
(Amounts in thousands)

Note 8. OFS Capital WM Facility (Continued)

closing date of the WM Credit Facility, which can be extended by one year with the consent of each lender.
Ouistanding borrowings on the loan facilities are limited to the lesser of (1) $180,000 and (2) the borrowing base
as defined by the Loan Documents, OFS Capital WM is obligated to pay interest on outstanding Class A loans
and Class B loans on each guarterly payment date. Outstanding Class A loans accrue interest equal to LIBOR
plus 3.00% per annum. Outstanding Class B loans accrue interest equal to LIBOR plus 4.00% per annum. OFS
Capital WM has the right to repay loans outstanding under the facility in part from time to time. OFS Capital
WM also has the right to repay the facility in full at any time. However, in the event of a repayment of the
facility in full in the first or second year of the facility, OFS Capital WM is subject to a prepayment penalty of
2.0% in year one and 1.0% in year two, respectively, of the maximuom facility amount. The unused commitment
fee on the Class A loan facility is 0.5% per annum for the first six months after the WM Credit Facility closing
date and thereafter (1) 0.5% of the first $25,000 of the unused facility and (2) 2% of the balance in excess of
£25,000. The unused commitment fee on the Class B loan facility is 0.5% per annum. In connection with the
WM Credit Facility, OFS Capital WM incurred financing costs of $3,501, which are deferred and being
amortized over the terms of WM Credit Facility.

Lnder the OFS Capital WM Credit Facility, the Loan Manager charges both a senior and subordinated
management fee to OFS Capital WM for its services each at 0.25% per annum of the assigned value of the
underlving portfolio investiments, which value is determined by the controlling lender, plus an acerued fee that is
deferred until after the end of the reinvestment period of the portfolio investments.

Note 9. Subsequent Events Not Disclosed Elsewhere

In preparing these financial statements, the Company has evaluated subsequent events and transactions for
potential recognition andfor disclosure,
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