March 9, 2011

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 filed by our client, OFS Capital, LLC
(the “Company” or “OFS Capital”), with the Securities and Exchange Commission, as most recently amended on October 5, 2010 (the “Form N-2”), and as
supplemented by the changed pages attached to our letter to you dated February 24, 2011, we set out below the Company’s response to certain comments you
conveyed to me in our telephone conversation on March 8, 2011. We are also providing to the staff supplementally certain changed pages to the draft amendment
to the Form N-2 attached hereto as Annex A, which changed pages reflect the comments you raised in our telephone conversation and certain other updates to the
disclosure in the Form N-2. Except as otherwise noted in this letter, the information provided in response to your comments has been supplied by the Company,
which is solely responsible for it. Except as otherwise noted, capitalized terms used herein and not otherwise defined herein have the meanings ascribed thereto in
the Form N-2.

True Sale and Non-Consolidation Opinions

During our phone conversation, you asked that the Company include additional disclosure in the Form N-2 regarding the opinions delivered to the
lenders to OFS Capital WM in connection with the closing of the OFS Capital WM Transaction relating to (1) substantive consolidation of the assets and
liabilities of OFS Capital WM with those of the Company in the event of the Company’s bankruptcy (the “Non-Consolidation Opinion”) and (2) whether the
transfer of assets by the Company to OFS Capital WM on September 28, 2010 would be respected as a “true sale” of those assets in the event of the bankruptcy
of the Company (the “True Sale Opinion” and, collectively with the Non-Consolidation Opinion, the “Opinions™). This hereby confirms that, per that
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request, and as reflected in the changed pages attached hereto, the Company will include in the next amendment to its Form N-2 disclosure to the effect that the
lenders received customary true sale and non-consolidation opinions in connection with the closing of the OFS Capital WM Transaction.

In addition, you asked that the Company address in this letter why it would not be necessary or appropriate to file the Opinions as exhibits to the
Form N-2. By way of background, as described in the Form N-2, OFS Capital WM, a newly formed Delaware limited liability company and a special purpose
entity, entered into a $180 million secured revolving credit facility (the “WM Credit Facility”) with Wells Fargo Bank, N.A. (“Wells Fargo”) and Madison Capital
Funding LLC (“Madison Capital”), pursuant to which OFS Capital WM issued Class A and Class B notes to Wells Fargo and Madison Capital, respectively, as
the lenders thereunder. The WM Credit Facility is secured by the eligible loan assets acquired by OFS Capital WM from the Company at the closing of the
transaction and eligible loan assets thereafter acquired by OFS Capital WM during its reinvestment period. At the closing, the Company sold to OFS Capital WM
approximately $96.9 million of loans in exchange for all the equity interests in OFS Capital WM and cash. The Company used the cash consideration, together
with certain other cash sources, to repay in full the outstanding loan balance under its debt facility with Bank of America.

The Company respectfully submits that the delivery to the lenders of the Opinions in connection with the OFS Capital WM Transaction, and the
Opinions themselves, are, most importantly, not material to a potential investor in OFS Capital and, in addition, are confidential, fact specific, reasoned legal
opinions required by the lenders in the WM Credit Facility as a condition of closing, delivered on a restricted basis in a private placement and not intended to be
publicly available.

In the first instance, the Company respectfully submits that such opinions are rendered primarily not for purposes of determining how to account for
a given special purpose entity transaction, but for purposes of satisfying the lenders to the special purpose entity that their claims against the special purpose
entity will not be interfered with or diminished by claims of the creditors of the parent company. This special purpose entity structure seeks to reduce the risk to
the lenders to the special purpose entity by insulating them from credit and bankruptcy risks associated with the parent company. An important aspect of any such
transaction involves the lenders to the special purpose entity (and not the parent company of the special purpose entity) becoming comfortable through their own
exercise of due diligence that the transaction is structured so that, in the event of a bankruptcy of the parent business development company, (1) a bankruptcy
court would consider the transfer of loans to the special purpose entity to be a true sale, and not a secured loan, and (2) it would not be a proper exercise by a
bankruptcy court in the
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exercise of its equitable jurisdiction to order substantive consolidation of the assets and liabilities of the special purpose entity with the bankruptcy estate of the
parent business development company. Lenders to special purpose entities require these opinions as a condition to the closing of the transaction. This type of
structure, and the delivery of these types of opinions, are important not only to transactions (like the OFS Capital WM Transaction) where the special purpose
entity is not consolidated but also to transactions where the resulting special purpose entity is consolidated.

Just by way of example, and as discussed with you on the phone, the structure of the OFS Capital WM Transaction, and therefore the legal reasons
for lenders’ requiring such opinions, are substantially identical in all material respects to the securitization structure employed by Golub Capital BDC, Inc.
(“Golub”). In its Registration Statement on Form N-2, as most recently amended on February 14, 2011, Golub describes a securitization transaction (the “Golub
Securitization Transaction”) completed in July 2010, pursuant to which Golub Capital BDC 2010-1 LLC, an indirect subsidiary of Golub (the “Securitization
Issuer”), issued $300 million in Class A and Class B notes in a private placement, which notes are secured by loans transferred to the Securitization Issuer by
Golub Capital BDC 2010-1 Holdings LLC, another direct subsidiary of Golub (“Holdings”) on a non-recourse basis. In partial consideration for the loans
transferred to the Securitization Issuer, Holdings retained all of the Class B notes and certain subordinated notes issued by the Securitization Issuer, and retained
all of the membership interests in the Securitization Issuer. In connection with the closing of the transaction, all outstanding obligations under an existing credit
facility were repaid. Although Golub and OFS Capital have reached different conclusions with respect to the treatment of their respective transactions for
accounting purposes, fundamental to both the OFS Capital WM Transaction and the Golub Securitization Transaction is that the transaction be structured in such
a way that the lenders have comfort that, in the bankruptcy of the parent business development company, (1) a bankruptcy court would consider the transfer of
loans to the special purpose entity to be a true sale, and not a secured loan, and (2) it would not be a proper exercise by a bankruptcy court in the exercise of its
equitable jurisdiction to order substantive consolidation of the assets and liabilities of the special purpose entity with the bankruptcy estate of the parent business
development company.

In our view, it would be highly unusual and potentially misleading for opinions of this nature to be filed as exhibits to a registration statement. First
and foremost, the Opinions are not designed to provide, and do not provide, any assurance to an investor in OFS Capital as to the status or strength of the claims
of OFS Capital (and, accordingly, the indirect claims of an equity holder in OFS Capital) as against the claims of the lenders to the special purpose entity. As
noted above, the Opinions address for the benefit of the lenders to the special purpose entity the likely perspective of, or remedies
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to be employed by, a bankruptcy court in the event of a bankruptcy of the parent business development company in circumstances in which the equity interests in
the parent business development company have likely been wiped out. The Opinions do not address how a bankruptcy court might act, or the remedies it might
employ, in the event of a bankruptcy of the special purpose entity or, for that matter, any consequences to the parent business development company or its equity
investors that might result from a default by the special purpose entity. In the Company’s view, it would not be prudent or advisable, by publicly filing the
Opinions, to suggest to a potential investor in OFS Capital that the potential investor should draw any comfort from the fact that the Opinions were required by
and delivered to the lenders to OFS Capital WM. In addition to the potentially misleading inference to be drawn from filing the Opinions, the Company
respectfully notes that each of the Opinions itself sets out in great detail highly technical, complex legal analysis required to reach a reasoned conclusion
regarding the bankruptcy court’s characterization of the OFS Capital Transaction, and is given based on detailed assumptions and subject to the qualifications
outlined therein. As a result, while legal practitioners and other participants in this area would be familiar with the form and content of the Opinions, in the
Company’s view, such Opinions would not be meaningful to an investor.

In addition, as stated in the FOIA confidential treatment letter addressed to you dated December 9, 2010 (the “FOIA Letter”), the Opinions are
confidential, fact specific legal opinions delivered to the addressees thereof in a private placement as required by the lenders in the WM Credit Facility and are
not intended to be available publicly. Each Opinion states that it is rendered for the benefit of the addressees thereof and the permitted successors and assigns of
the lenders and may not be used, circulated, quoted or relied upon by any other person without the opinion provider’s prior written consent except that any person
permitted to rely on the opinion may deliver a copy of the opinion to the following persons (who shall not be permitted to rely thereon): (1) to such person’s
accountants and other professional advisors in connection with the OFS Capital WM transaction, (2) to any governmental authority exercising regulatory or
supervisory jurisdiction over such person and (3) pursuant to lawful process. As you know, delivery of confidential information to the staff for purposes of the
SEC’s review of a registration statement is quite different than public disclosure of the confidential information. Both the Company and the opinion provider have
requested confidential treatment of the Opinions pursuant to the FOIA letter.

For the reasons outlined above, the Company respectfully submits that it is not necessary or appropriate to file the Opinions as exhibits to its Form
N-2.
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Additional Updates to the Disclosure

Attached as Annex A to this letter are changed pages, marked against the most recent amendment to the Company’s Form N-2, which reflect the
Company’s revisions to its disclosure as proposed to be included in the next amendment to its Form N-2. In addition to the revisions described above in relation to
the Opinions, and other updates generally, these changes clarify in accordance with our discussion on March 8, 2011, among other things, (1) that the Company’s
investment objective is to provide its stockholders with current income and capital appreciation through “primarily debt investments and, to a lesser extent, equity
investments,” (2) that the incentive fee paid to the Company’s investment manager will be determined on a consolidated basis and, as such, will apply to the
operation of the SBIC subsidiary as well, and (3) that investors will incur the fees and expenses of acquired funds, including both the SBIC subsidiary and OFS
Capital WM, indirectly through the Company’s 100% ownership interest in these entities. 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

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

Jonathan H. Talcott
(Nelson Mullins Riley & Scarborough LLP)
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OFS Capital WM entered into a new $180 million secured revolving credin facility (the “WM Credit Facility™)
with Wells Fargo Bank, NoA. (“Wells Fargo™)y and Madison Capital. In connection with the OFS Capital WM

Closing. an affiliate of Madison Capital was appointed as loan manager 1o manage the assets of OFS Capital

W The WM Credit Facility is secured by the eligible loan assets or panticipations therein acquired by OFS
Capital WM from us m the OF3 Capital WM Closing and eligible boan assets thereafter acquired by OFS Capital
WM}luring its reinvestment period. Subject to limited exceptions, our sale of eligible loan pssets or
panticipations therein to OFS Capital WM is without recourse to us, and we will have no liability for the debis or
other obligations of OFS Capital WM, In con closing of the WM Credit Facility, lenders received
customary opinions of counsel penerally 1o the effect that the sale of assets by us 1o OFS Capital WM on
September 28, 2010 would be considered a true sale of those assets, and nod o secured loan, and that in the event

af our bankmuptey it would not be r o ignore the separate existence of OFS Capital WA and substantively

consolidate the assets and liabilities of OFS Capital WM with our own, OFS Capital WM entersd into cenain
amendments to the WM Credit Facility in February 2001 that will permit us to treat the OFS Capital WM
Closing as a sale for sccounting ing-forward basis (the WM Credit Facility Amendments™).

Al the OFS Capital WM Closing. we sold approximately 596.9 million of loans or participations therein,
transfermed to us by OFS Funding, 1o OFS Capital WM in exchange for all the equity interests in OFS Capatal WM
and cash in the amount of $36.2 million (the “0FS Capital WM Cash Consideration™). We transferred the OF5
Capital WM Cash Consideration 10 OFS Funding, and OFS Funding used the OFS Capital WM Cash
Consideration 1o repay a substantial portion of the outstanding loan balance under OFS Funding's eredit facility
with Bank of America {the *O0d Credit Facility™). We refer to these transactions collectively as the “OFS Capital
W Transaction.” Simultancously with the OF5 Capital WM Closing, QOFSAM made an additional capital
contribution 1o us in the amount of $19.5 million (the “OFSAM Cash Contribution”), which we transferred 10 OFS
Funding. and which OFS Funding used, together with cash on hand., to pay off the remaining balance under the
Old Credit Facility in I'u]l.‘

We will nod treat OFS Capital WM a5 one of our eligible portifolio companies, As o business developrent

company, we are ot permitted to scquire any assets ether than “gualifying assets” specified in the 1940 Act

completion of this affering we will not be able 1o acquire any additional non-gualifving assets for the foreseeable

future

Under generally aceepted sccounting principles, we will not consolidate OFS Capital WM in our financial

staterments, Instead, our equity investment in OFS Capital WM will be reflected on our balance sheet, We expect
that OF5 (l_:‘apibuJ WA will be able to increase the e of retum on the senior secured assets sold to it as o nesult
of the maore favorable financing terms under the WM Credit Facility, as comparcd to the Old Credit Facility. We
will continue (0 benefit from the loan assets sold 1w OFS Capital WM by virtee of our ownership of 100% of the
equity interests in OFS Capital WM, as well as from increased management capacity al OFS Advisor resulting
from the appointment of an unaffiliated loan manager for OF5 Capital WM. In addition, the management foe
pavable o OFS Advisor will be reduced because we will pay that fiee on the value of our cquity investment in
OFS Capital WM (which value akes into account the indebedness of OFS Capital WM), as opposed 1o the value
of the individuwal assets sold to OFS Capital WM (which would net reflect any indebledness). We expect that,
aver the life of the WA Credit Facility, hased om the cost of capital and the vield on the underdying assets, we
will have positive cash flow on a quarterly hasis from our investment in OFS Capital WM, In addition, we
believe that our newly established relationship with Madison Capital will significantly expand the investment
opporiunitics available to us.




For additional information on the WM Credit Facility and the OFS Capital WM Transaction see “The
Company—0Our Investment in OFS Capital WM.™

2000 Distribution

In addition, concurremtly with the OF5 Capital WM Transaction, OF5 Funding distributed 1o us and we in
turn distributed to OFSAM approximately 567.2 million of loans or participations thenzin andluppmximmly $II'_|
million of equity invesiments, We determined 10 make these distributions 1o eliminate certain potential conflicts
of interest that might arise due to the fact that we and an affiliated fund both had investments in these portfolio
companies. For additional information, see the discussion of the 20010 Distribution under *Management's
Discussion and Analysis of Financial Condition and Results of Operations—Recent Developments and Other
Factors Affecting Comparabiliny.™

Swrall Business Investmrent Compeany Subsidiery

To further facilitate our investments in the debt and equity securities of middle-markel companies in the
United States, we have established o limited partnership (“SBIC LF or “SBIC subsidiary™ ), and have received
preliminary avthorization from thf:.SB.ﬁiin the form of a “Green Light™ letter, dated October 7, 2009 to begin the
application process w become licensed as an SBIC, SBIC LP is our wholly-owned subsidiary. OFSC has
employed three individuals who will be primarily responsible for the day-to-day management of the investment
activities of our SBIC subsidiary, all of the cost of which will be bome by OFS Advisor through the Staffing
Agreement, In addition, the SBA recently approved Mr. Pitison as a member of our SBIC subsidiary’s
investment commitiee. We also own all the limited liability company imerests in a newly formed limited lability
company that will serve as the general partner of SBIC LP (“SBIC GP).

I owr SBIC subsidiary obiains an SBIC license and satisfies cenain oaher conditions, it is our infemtion to invest
over time up to 5225 million through our SBIC subsidiary, which inchedes borrowings by our SBIC subsidiary of up to
a maximum of $150 million by issuing SBA-guaranteed debentures to make debt and equity investments in eligible
small businesses in the United Smlc:i..{_)urSB[C subsidiary will have ihe same investment ohjective as ours and.wil]
invest in debu securities siniilar 1o those we invest in; however, we expect that our SBIC subsidiary will focus on the
peneratron of investment oppoenunities that are prmanly non-sponsor onented, complementing our cument sponsor-
oricnicd origination aclivitics. We expect 1o apply for exemptive relicl from Ih:‘SEJCl'llaprrmil us to exchude the debt
of our SBIC subsidiary guaraniced by the SBA from our 20068 asset coverage iest under the 1940 Act. IF we receive an
exemplion for this SBA debt, we would have increased capacity to fund investments with debt captal.
Noawithstanding that OFSC has employed the three individuals who will manage the investment activities of our SBIC
subsidiary, we cannod assune you that our SBIC subsidiary will obtain an SBIC license, that our SBIC subsidiary will
receive the capital commitment from the SBA necessary 1o begin issuing SBA-guaranteed debentures, or that we will
be gramted exemptive reliel 10 exclude our SRIC subsidiary”s debt from our asset coverage 1est, For additional
information on our SBIC subsidiary, see “The Company—Small Business Investment Company.”™

a— =



THE OFFERING SUMMARY

Common Stock Offersd by Us ...

Common Stock to be Outstanding after
this Cffering ... oot

Useof Proceeds ..............oooas.

Proposed Symbol on The Nasdag Global

DHanbulions ... oveenei i iiiiaaas

TANALOM & 2 vcvaaii i vianantiiennaans

shares (or shares if the underwriters exercise
their over-allotment option in full),

shares (or shares if the underwriters exercise
their over-allotment option in full,

Our net proceeds from this offering will be approximately § i

or approximately $ if the underwriters exercise their over-
allotment option in full, in each case assuming an initial public
offering price of 5 per share (the mid-point of the estimated

initial public offering price range set forth on the cover page of this
Prospectus),

We intend 10 use the net proceeds of this offering (o invest in
portfolio companics in accordance with our investment objective and
the strategies described in this prospecius and for general conporate
purposes, We will also pay operating expenses, including
management and administrative fees, and may pay other expenses
such as due diligence expenses of poteniial new invesiments, from ihe
net proceeds of this offering. We intend to use substantially all of the
net proceeds of this offering for the above purposes within six o
twelve months, depending on the availability of appropriste
investment opportunities consisient with our invesiment objective and
market conditions. Pending such investments, we intend 1o invest the
net proceeds of this offering primarily in cash, cash equivalents, U.S.
government securitics and high-quality debt investments that mature
inone year of less from the date of invesiment, These emporary
investments may have bower yields than our sther investments and,
accordingly, may result in lower distributions, if any, during such
period. Sec “Use of Proceeds.™

OFs

Subsequent 1o the completion of this offering, and 1o the exient we
have income and cash available, we intend to distribule guarterly
dividends to our steckholders, beginning with the first full calendar
quaner after the completion of this offering. Our quanery dividends,
i any, will be determined by our board of directors. Any dividends to
our stockholders will be declared out of assets legally available for
distribution.

We intend 1o elect to be treated, and intend 1o qualify thereafier, as a
RIC under the Code, beginning with our first taxable year ending
December 31, 20011, As a RIC, we generally will not have 1o pay
corporte-level I.J.'ST. federal income taxes on any net ordinary income
or capilal gains that we distribute to our stockholders, To obtain and

14




Investment Advisory Fees ..., ........

Administrtion Agreement ..o

License Armangements ... oveeaaas

We pay OFS Advisor a fee Tor iis services under the Investment
Advisory Agreement consisting of two components—a base
management fiee and an incentive fee. The base management fee is
caleulated at an annwal rate of % of our iodal assets (other than
cash and cash equivalents but including assets purchased with

borrowed amounts_and including any assets owned by the SBIC
subsidiary). The incentive foe consists of two parts,

The first part is caleulated and payable quarterly in arrears and equals

G of our “pre-incentive fee net investment income”™ for the
immediately preceding quaner, subject to a prefermed retum, or
“hurdle.” and a “catch up” feature, The foregoing incentive fee is
subject toa cumulative total return regquirement, which provides that
no incentive fee in respect of our pre-incentive fee net investment
income will be payable except to the extent thar % of the
cumulative net increase in nel assets resulting from operalions over
the then current and preceding calendar quarters exceeds the
cumulative incentive fees accrued andfor paid for the preceding
calendar quarters, For the foregoing purpose, the “cumulative net
increase in el assets resulting from operations” is the sum of our pre-
incentive Fee net investiment income, base management fees, realized
gains, realized Inﬁscsiand unrealized capital depreciaiion for the then
current and preceding calendar quaners,

The second part is determined and payable in amears as of the cnd of
cach calendar year in an amount equal o S of our realized capital
gains, if any, on a cumulative basis from inception through the end of
the year, computed net of all realized capital losses and unrealized
capital depreciation on a cumulative basis, less the aggregaic amount of
any previously paid capital gain incentive fees. The incentive fiee is
determined on a consolidated basis and, as such, will apply to the

operations of the SBIC subsidiary as well. See “Management and Other
Agreements—Invesiment Advisory Agreement.”

W will reimburse OFS Services under an administration agreemant
{the “Administration Agreement™) for our allocable portion {subject o
the review and appeoval of our boasd of directors) of overhead and
other expenses, including fumishing us with office facilities and
equipment and providing clerical, bookkeeping, record-keeping.
necessary softwane licences and subscriptions and other administrative
services ol such Tacilities. To the extent that OFS Services oulsources
any of its functions, we will pay the fees associated with such functions
on a direct basis without incremental profit to OFS Services. Sec
“Management and Other Agreements—Adminisiration Agreement.”

We have entered into a license agreement with OFSAM, under which
OFSAM has agreed to grant us a non-cxclusive, royalty-free license
1o use the name “OFS." For a description of the license agreement,
see “Management and Cther Agreements—License Agreement.”




calendar quanters. For the foregoing purpose, the “cumulaive net increase in net assets resuliing from operations™
i the sum of our pre-incentive fee net investment income, base management fees, realized gains, realized losses,
and unrealized capital depreciation for the then curment and preceding calendar quanters.

The hurdle rate is Nixed at %, which means that, if interest rates rise, it will be easier for our pre-incentive
fee net investment income 10 surpass the hurdle mte, which could lesd 1o the payment of fees 10 OFS
Advisor in an amount greater than cxp-:ncdiThcrc i= o pecumulation of amounts on the hurdle rute from
quarter 1o quarter and accordingly there is no clawback of amounts previously paid if subscquent quarters
are below the quanerly hurdle rate and there is no delay of payment if prior quanters are below the quarterly
hurdle re,

The second pan. payable annually in amrears, equals % of our realized capital gains on a cumulative

bhasis from inception through the end of the year, if any (or upon the ermination of the Investment Advisory

Agreement, as of (e termination date). computed net of all realized copinal losses and unrealized capital

d:prccmmn o urumula e bnkli less the aggregate amount of any FII.'E\'II:IU“)' paid capital gain |n|:cnl|v:
I

See “Management and Other Agreemems—Investment Advisory Agreement.”

[{4]] Pn September 28, 2000, OFS Funding repaid the remaining halance under the Old Credit Facility in the
aggregate principal amount of $56.1 million, plus accreed and unpaid interest, in full and werminated the Old
Credit Facility in connection with the OFS Capital WM Transaction and OFSAM Cash Contribution. We do
not anticipate that we or owur consolidated subsidianes will have any meaningful indebledness outstanding ot
the closing of the offering. However, under the WM Credit Facility, our portfolio company, OFS Capital
W, haed debit in the amount of 3590 million outstanding as of December 31, 2010

We do not plan fo incur significant leverage, or to pay significant interest in respect thercof, until afier most
of the proceeds of this offering are invested in accordance with our investment objective and do not intend
to incur beverage during our first year of operations in excess of e of our average wial assets afler
giving effect 1o such leverage. The table assumes: (a) that we bormow for investment purposes up 0 an
amount cqual to % of our pro forma average total assets (average bomowing of 5 milliomn out
of pro forma average total asseis of § million} and (b} that the interest expense, the unused fee and
the one-year portion of the aggregate structuring fee is § million, Our stockholders will bear directly
or indirectly the costs of borrowings under any debi instruments we may enler into,

{7y Includes estimated organizational expenses of § {which are non-recurring) and our overhead
expenses, including payments under the Administration Agreement based on our allocable portion of
overhead and edher expenses incurmed by OFS Services, See “Management and Other Agreements—
Administration Agrecment.” “Other expenses”™ are based on estimated amounis for the current fiscal year.

(&) Estirmated,

9 ﬁmuirw fund fees and expenses include both direct expenses of our SBIC subsidiary as well as a portion of

the investment advisory fiee incurmed by us under the Investment Advisory Agreement and attributable to the

by ﬂr‘?(‘_[nlal WM lm percent of the equity imerests of which are owned by OFS Capital, These fees
roximately 5815000 in the ageregme of annual interest ex)

Lhese Tees and expenses indirectly through 'DI"S Capital's 100% ownership of the equity imerests in each of

Lhe SBIC subsidiary and OFS Capital WM.

1.!2# “Total annual expenses” as a percentage of consolidated net assets attributable w common stock are higher
than the wotal annual expenses pereentage would be for a company that s not leveraged. We intend 10
borrow money 1o leverage our net asscls amnd increase our total assets, The SEC requires that the “iodal
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purchased with borrowed amounts and including any assets owned by the SBIC subsidiary). As a result, investors
in our comimon stock will invest on o “gross” basis and receive distabutions on a “net” basis after expenses,
resulting in a lower rite of return than one might achieve through direct investments. Because these fees are
basced on our ital assets, other than cash and cash equivalents but including assets purchased with bormowed
amounts, OFS Advisor will benefit when we incur debt or use leverage, Our board of directors is charged with
protecting our interests by moniioring how OFS Advisor addresses these and other conflicts of imerests
associated with its management services and compensation. While our board of directors is not expected 1o
review or approve each bomrowing or incumrence of leverage, our independent directors will perisdically review
OFS Advisor's services and fees as well as its portfolio management decisions and pontfolio performance, In
connection with these reviews. our independemt directors will consider whether our fees and expenses (including
those related to leverage) remain appropriste. As o result of this arrangement. OFS Advisor or its affiliates may
from time to time have interests that differ from those of our stockholders, giving rise toa conflict.

The part of the incentive fee pavable 1o OFS Advisor tha relates (o our pre-incentive fee nel investment

income will be computed and paid on income that may include interest income that has been acerued but not vet
reccived in cash. This fee structure may be considered 1o involve a conflict of intercat for OFS Advisor o the

extend that it may encourage OFS Advisor to favor debd Gnancings that provide for deferred interest, rther than
current cash payments of interest, OFS Advisor may have an incentive 1o invest in deferned interest securitics in

CII‘CIII'I'I!.L’:IHDC'i where it would nnl h:n-c dnm: SO but for the opportunity 1o continue 10 eam the incentive e cven

securities. This risk could be incrensed h.'-c,.mu, OFS Adivisor is nod -.1|:|I|g._ll.'d 1o reimburse ws for any incentive

fees received even if we subsequently incur lesses or never receive in cash the deferned income that was
previously sccrued.

The valuation process for certain of our portfolic holdings creates a conflict of interest,

Many of our portfolio investments are expecied (0 be made in the form of securities that are not publicly
traced. 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 porifolio investments will be recorded at Fair value as determined in good faith
by our board of directors and, as a result, there may be unceriainty as o the value of our ponfolio 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 recemt portfolio company financial stalements
available and projected financial results of cach portfolio company. In addition, the members of our board of
directors who are nod independent directors have a substaniial indirect pecuniary interest in QFS Advisor. The
participation of OFS Advisor's investment professionals in our valuation process, and the indirect pecuniary
interest in OFS Advisor by these 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 asseis {other than cash and cash equivalents but
including assets purchased with borrowed amounts_and including any accets owned by the SBIC subsidiary).

We may have additional conflices related io other arrangements with OF8 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 “Management and Other Agreements—License
Agreement.” In addition, we will rent office space from another subsidiary of OF5AM and pay to that subsidiary
our allocable portion of overhead and other expenses incurred in performing its obligations under the
Administraion Agreement, such as rent and our allocable pomion of the cost of our officers, including our chiel
Tinancial officer and chicf compliance officer. This will create conflicts of interest that our board of directors
MUST Monitor.



pelicies and procedures, allocations 1o such other accounts will reduce the amount andd frequency of opportunities
available o ws amd may sot be in the best interests of us and our stockholders. Moreover, the performance of
investments will not be known ar the time of allocation.

We will be subject to corporate-level federal fncomie tax if we are wnable te qualify or maimiain our
guialificarion as a RIC.

Although we intend to elect to be treated as a RIC under Subchapter M of the Code for the vear endin
Decembser 31, 2011 and succeeding tax years, no assurance can be given that we will be able to gqualify for and
maintain RIC states, 17 we qualily as a RIC under the Code, we will not be required 1o pay corporste level federal
income taxes on our income and capital gains distributed {or deemed distributed) o our stockholders, To qualify
as a RIC under the Code and 1o be relicved of fiederal taxes on income and gains distributed 1o our stockholders,
wie must meet certain source-of-income, asset diversification and distribution requirements. The distribution
requirement for a RIC is satisfied if we distribate at least 906 of our net ordinary income and nel shon-term
capital gains in excess of net long-term capital losses, if any, to our stockholders on an annual basis. In addition,
we will be subject o a 4% nondeductible federal excise tax to the exient that we do not satisfy certain additional
minimum distribution requircments on a calendar-year basis, We will be subject. o the extent we use debt
financing. W0 cerain assel coverage ratio requirements under the 19400 Act and financial covenants umnder loan and
credit agreements that could, under certain circumstances, restrict us from making distributions necessary o
qualify as a RIC. [ we are unable o obtain cash from other sources, we may fail o qualify and maimain our
qualification for the tax benefits available to RICs and. thus, may be subject to corporate-level federal income
tax. To qualify and maintain our qualificotion as a RIC, we must also meet certain asset diversification
requirements at the end of cach calendar quarter. Failure 1o meet these tests may resull in our having 1o dispose
of certain investments guickly in order o prevent the loss of RIC status. Becawse most of our investments will be
in private or thinly traded public companies, any such dispositions could be made at disadvantageous prices and
may result in substantial bosses, IF we fuil 1o qualify as a RIC for any reason and become subject to corporate-
level federal income tax, the resuliing corporate taxes could substantially reduce our et assets, the amount of
income available for distribations to steckholders and the amount of our distributions and the amount of funds
available for new investments. Such a failure would have o material adverse effect on us and our stockholders.
See “Material ULS. Federal Income Tax Considerations— Taxation as a R1C."

(hur subsidiaries may be fle to make distributions to ws that will enable us o meet RIC requiremenis,
which could result in the imposition of an entity-level tax,

In-onder for us 1 qualify as a RIC and 10 minimize corporate-level taxes, we will be required 1o disinbute on
an annual basis subsiantially all of our txable income, which would include income from our subsidiaries
{including our SBIC subsidiary and OFS Capital WM. A< a substantial ponion of our investments consisis of
our investment in OFS Capital WM or is anticipated 1o be madr:}hmgh our SBIC subsidiary, we will be
substantially dependent on those entities Tor cash distributions 1o enable us o meet the RIC distabution
requirements, Cuir SBIC subsidiary 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 o
qualify a5 a RIC. We may have to request a waiver of the SBA’s restrictions for our SBIC subsidiary to make
certain distributions to maintain our stifus as o RIC and we canmot assure you that the SBA wall gramt such
waiver, Additionally, OFS Capital WM, which will be our largest portfolio company upon consummation of the
BI¥C Conversion, is managed by an unaffiliated loan manager pursuamt to the WM Credit Facility
documentation, which prescribes the order in which payments are to be applicd and contains other contractual
restrictions. Accordingly. we canned assure you that OFS Capital WM will make distnbutions o us. If our
subsidiaries are unable 1o make distributions 1o us, this may result in loss of RIC status and a consequent
impasition of a corporate-level federal income tax on us,

We may have difftculty paving our reguived distribuiions if we recognize income before, or without, recelving
casli representing sucl income.

Faor U5, federal income tax purposes, we will include in income cemain amounts that we have not yet
received in cash, such as the scenetion of origing issue discoumt COID7). This may arise if we purchose assets o
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Tncame Tax

As a limdted liabiliny company that did not elect 1o be tremed as a corporation for U5, federal income tax
purposes, we did not pay ULS. federal income faxes.

Afier the cormpletion of this offering, we intend 10 elect 10 be wreated for income tax purposes as a RIC, As a
RIC, we generally will not have o pay corporate-level U8, federal income taxes on ondinary income or capital
gains that we distribute 1o our stockholders as dividends. See “Material US. Federal Income Tax
Considerations.”

Financial Condition, Liguidity and Capital Resources
As of December 31, 2000, we had cash amd cash equivalents owtstanding of S0.1 million and no
indebtedness after giving pro forma effect 1o the WM Credit Facility Amendments which allow us to treat e

OFS Capital WM Transaction as o sale. and not a secured borrowing. for accounting purposes, and accordingly
1o eliminate any pavable to OFS Capital WM recorded as pan of the secured borrowing treatment).

We intend to generate cosh primanly from the net proceeds of this offering, as well as any future offerings of
securities. future borrowings, including borrowings through our SBIC subsidiary, and cash flows from operations,
including interest camed from the iemporary investment of cash in ULS. government securitics and other high-
quality debt investments that mature in one year or bess. Following this offering, we plan 1o seek a credit facility 1o
finance investments and working capital requirements. There can be no assurance that we will be able 1o obtain such
financing on favorable terms or at all, or that we will be able to borrow additional funds through our SBIC
subsidiary. In the future, we may also seck i finance all or portions of our portiolio through on-balance sheet or
ofl-balance sheet special purpose vehicles, To securtize investments, we would likely ereate a subsidiary and
contribute a pool of investments o the subsidiany, We or the subsidiary would then sell debt or equity interests in
the subsidiary to purchasers and we would retain all or a poriion of the cquity in the subsidiary. Our primary use of
Tunds will be investments in owr targeted asset classes, inlerest payments on any indebtedness and cash distributions
o holders of our commeon stock,

Although we expect to fund the growth of our invesiment portiolio through the net proceeds from this
offering, future equity offerings, including our dividend reinvestment plan, and issuances of senior secunties or
Tuture borrewings, to the extent permitted by the 1990 Act, we cannot assure you that our plans to rise capital
will be successful. In addition, we intend to distribute to our stockholders substandially all of our taxable income
in order o satisfy the requirements applicable o RICs under Subchapter M of the Code. Consequently, we may
nol have the fumds o the abality 1o fund new investments or make sdditional investments in our portfolio
companics to fund our unfunded commitments to portfolio companics. The illiquidity of these portfolio
investments may make it difficult for us to sell these invesiments when desired and. if we are required 1o scll
these investments, we may realize significantly less than their recorded value,

In addition, a5 a business development company. we generally will be required to meet a coverage ratio of
izl assets, less liahilities and indebtedness not represented by senior securities, to total senior securities, which
inelude all of our borrowings and any outstanding preferred stock, of at least 2006%, This requirement limits the
amount that we may borrew. To fund growth in our investment portfolio in the fulure, we anticipate needing 1o
raise additional capital from various sources, including the equity markets and the securitization or other deba-
related markets, which may or may not be available on favorable terms, if at all.

O4f-Balance Sheet Arrangements

We may be a party to Ninancial instruments with off-balance sheet risk in the normal course of business 1o

mieet the financial needs of our portfolio companies, As of September 28, 2000, immediately prior to the closing
of the OFS Capital WM Transaction and the 2000 Distribution we had unfunded commitments o fund
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vehicles, having previously held positions at Sanwa Business Credit Corporation, American National Bank and
Trust Company of Chicago and Charter Bank Groap, 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 m
Heller Financial, Inc., where she was responsible for portfolio management of middle-market senior cash flow
]m'n'us.l

Our Administrator

OF3 Services, an affiliate of OFS Advisor, will provide the administrative services necessary for us o
operate. OFS Services will furnish us with office facilities and equipment, necessary software licenses and
subscriptions and clerical, bookkeeping and recordkeeping services, OFS Services will oversee our financial
reporting as well as prepare our reporis 10 stockbolders and repons required io be filed with the SEC. OFS
Services will also manage the determination and publication of owr net asset value and the preparation and filing
of our tax retuns and will generally monitor the payment of our expenses and the performance of sdministrative
and professional services rendered 1o us by ethers. OFS Services may retain third parties to assist in providing
administrative services 1o us, To the extent that OFS Services outsources any of its functions, we will pay the
fees associated with such functions on a direct basis without incremental profit to OFS Services,

Small Bosiness Investment Company Subsidiary

We intend 1o pursue o portion of our investment strategy through SBIC LP, a newly formed limited
parinership, and have received preliminary authorization from the SBA in the form of a *Green Light™ letter,
dated October 7, 2009, 1o begin the application process to become licensed as an SBIC. SBIC LP is our wholly-
owned subsidiary. The SBIC subsidiary will be able o rely on an exclusion from e definition of “invesment
company” under the 1940 Act. As such, this SBIC subsidiary will mot elect to be treated as a busingss
development company. and will not be registered as an investiment com| ¢ under the 19440 Act. OFSC has
employed three individuals who will be primarily responsible for the day-1o-day management of the investment
activities of our SBIC subsidiary, all of the cost of which will be bome by OFS Advisor through the Staffing
Apreement. Additionally, EhL SBA has recently approved Mr. Pittson as a member of our SBIC subsidiary's
investment committee. We also own all the limited liability company interesis of SBIC GP, a newly formed
limited liahility company that will serve as the general pantner of SBIC LP. Because we will own, directly or
indirectly, all of the equity interests in each of SBIC LP and SBIC GP, their linancial condition and results of
aperations will be consolidated with those of OF3 Capital for financial reporting purposes.

ir SBIC subsidiary will have the same investment objective as ours and will invest in debt securines
similar 1o those we invest in; however, we expect that our SBIC subsidiary will focus on the generation of
investment opportunities that are primarily non-sponsor oricnied. complementing our curment sponsor-oricnted
origination activities. Funhermore, we expect our SBIC subsidiary 1o typically 1arget companies with annual
EBITDA between 53 million and 315 million (compared to 35 mallion and $50 million for us) and typically
invest between 55 million and $20 million per transaction (compared to $5 million and 525 million for us).

SBICs are designed 1o stimulate the Now of private equity capatal to eligible small businesses. Under SBA
regulations, SBICs may make loans 1o eligible small businesses and invest in the equity secunties of small businesses,
If amed when received, an SBIC license will allow our SBIC subsidiary to obtain leverage by issuing SBA-guarameed
diehentures, subject 1o the issuance of a capital commitment by the SBA and other customary procedunes. SBA-
pusaranteed debentures are pon-recourse, interest-only debentures with interest payable semi-annually and have a wen-
year maturity, The principal amount of SBA-guarantecd debentures ks nol required 10 be pasd prior o matunty bul may
ez prepaid at any time withowt penalty. The interest mte of 5B A-guaranteed debentures is fixed at the time of issuance
at a market-driven spread over LS. Treasury Notes with ten-year maturities.



For new primary investments, the due diligence process will typically entail:
= onesile management meetings (for agem and club iransactions) and due diligence performed on
operations:
= background checks:
*  review of material contraces:
= discussions with the customers and supplicrs:
= comprehensive analysis of historical resulis and projections; amd
= identification {and where possible quantification) of any pending litigation.
For secondary purchases, in addition w the typical due diligence and underwriting process, the review of

legal documentation assisls in ensuring appropriate contractual prodections and control over the investment, in
which OFS Advisor will consider:

= how much control over the investment in the partfolio company can be obtained through the eriginal
documentation and the size of the commitment;

= the composition of the broader creditor group;_and

*+  the benefits of investing an different levels of the capital structure

Faor seccondary opportunistic purchases, in addition to the typical due diligence and underwriting process,
OFS Advisor's review will focus on clearly identifying issues, such as an inappropriaie capital struciure, a
suboptimal management team or operational ssees that led to siressed performance, and establishing a clear,
concise restructuring plan. OFS Advisor's process is expected to consist of:

* cvaluating whether the restructuring plan is reasonable and achievable;
= assessing the management team and its ability to implerment the plan;
* identifying internal and cxternal risks of the plan;

*  determining if the company has the personnel, processes and systems in place 1o properly run the
business and implement its plan; and

* determining if OFS Advisor has the resources (o assist in executing the plan,

Finally, OFS Advisor's diligence will include a thorough review of collateral and may include documents
supporiing the collateral’s value, such as appraisals, field audit reporis and accounts receivable agings. OFS Advisor
expects o use discounted cash Mow and multiples analysis o determing an approximate enterprise value and
liquidation value in supporting s investment decisions, OFS Advisor wall seek to achieve the targeted returm on the
investment through structuring the purchase price, OID, interest income and fees, the size of the investment and the
level of investment in the barmower’s capital structure. At the time of the investment, OFS Advisor will formulate an
exit strategy that identifies the source and expected timing of the repayment of the loan,

Investment Committee. Upon the conclusion of the due diligence process and afier comsidening the factors
described shove, OF5 Advisor's team will make a formal recommendation to the investment committiee for approval

Portfolio Review/Credit Monitoring. OFS views active portfolio menitering as a vital part of the investment
process. As part of the monitoring process, OF5 Advisor will regularly assess the risk profile of each of our
investments and rate each of them on an internal ratings scale that has credit quality and trend indicators,
Low-rated loans will receive more frequent monitoring., including assessment of potential loss exposure using
discounted cash flow, sales multiples and collsteral valuation analysis. In order 1o determine these ratings. OFS
Advisor will conduct periodic monitoring activities. The monitoring 1akes into account items that may include
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- Review of recent developments specific to the obligor, as well as external Factors
affecting the obligors

- Review of covenant compliance and loan documentation

- Dviscussion of credit strategy and action plan and repayment sources

* Conduct !:lir value analysis, 15 appropriate

Investment Committee

The purpose of OFS Advisor's investment commitice, which will be comprised of Richard Ressler
(Chairman), Glenn Pittson, Bilal Rashid, Jeffrey Cerny and Kathi Inori and will be provided under the
Investment Advisory Agreement, is to evalume and approve all of our investments, subject at all times to the
aversight of our board of directors. The investment committee process is intended to bring the diverse experience
and perspectives of the comminttee’s members 1o the analysis and consideration of each investment. The
investment committee will serve 1o provide investment consistency and adberence © our core Investment
philosophy and policies. The investment committee will also determine appropriate investment sizing and
suggest ongoing monitoring requiremenis.

In addition to reviewing investments, investmen! committee meetings will serve as a forum to discuss credit
views and outlooks, Potential transactions and deal Now will be reviewed on a regular basis, Members of the
investment team will be encouraged to share information and views on credits with the investment committes
early in their analysis. We believe this process will improve the quality of the analysis and assists the deal team
members 1o work more elficienly,

As described above, each transaction is presented (o the investiment committes in o formal written report.
All of our new investments must be approved by a consensus of the investment committee. Each member of OFS
Advisor's investment commiltee performs a similar role for other investments managed by OFS and its affiliaes,
In certain instances, our board of directors may also determine that its approval is required prior o the making of
an investment.

In addition, OFSC has employed three individuals who will manage the investment activities of our SBIC
subsidiary,_Any investment decision on the part of the SBIC subsidiary will ire e approval of oar chigl
exceutive officer, (.-IL'nrl Pimnn. Eruhprrl 10 the forepoing, the SBIC eam wi b\, led by Mark Hauser Whu brings

LLC. a Ncw York-hased Inwcr—mulillc market private equity fund focused on investing in family -owned

Im‘.mns.m.‘t whn.n_ hz wn cd on the investment mmmumc- Prior o that, he was the me:ler aml managin

Structure of Investments

Omee we have determined that a prospective portfolio company is suitable for investiment, we will work with
the management of that company and its other capital providers o strecture an investment. We will negotiate
among these parties 1o agree on how our investment is expecied o perform relative 1o the other capital in the
portfolio company s capital structure.
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We anticipate that our loan portfolio will contain investments of the following types:

Senior Secwred Lowns. Historically, senior securedd loans comprised subsiantially all of our investment
portfolio and will remain part of our primary investment objective going forward. We will obtain sscurity interests
in specificd assets of these portfolio companics that will serve as collateral in support of the repayment of these
Toans (in certain cases, subject o a payment waterfall). The collaeral will take the form of first liens on specificd
assets of the portfolio company borrower. Our senior secured boans may provide for moderate loan amonization in
the carly years of the loan, with the magority of the amontization deferred until loan maturity. Under marke
conditions as of the date of this prospectus, we expect that the interest rate on senior secured loans will range
between 5% amld 8% over applicable LIBOR. Generally, we believe that future investments in senior secured loans
by us will be through special purpose vehicles or in anticipation of transferring those assets 10 a special purpose
wehiche due to the lower retums resulting from such assels,

Unitranche Loans. Unitranche loans are loans that combine both senior and subordinated debt into one loan
umber which the borrower pays a single blended interest rte that reflects the relative risk of the secured and
unsecured components. We anticipate structuring our unitranche loans as senior secuned loans. We will obtain
security interests in the assets of these portfolio companies that will serve as collateral in suppon of the repayment
of these loans, This collateral may take the form of first-priorty liens on the assets of a pontfolio company. We
believe that unitranche lending represent a significant growth opportunity offering the borrower the convenience of
dealing with one lender, which may resuli in a higher blended rate of interest than a traditional multitranche
structure. Unitranche loans typically provide for moderste loan amontization in the initial years of the facility, with
the majority of the amontization deferred until loan maturity. Unitranche loans generally allow the borrower to make
a large lump sum payment of principal at the end of the lean term, and there is a risk of loss if the bormower is
unable 1o pay the lump sum or refinance the amount ewed at maturity. In many cases, we will be the sole ender, or
we logether with our affilistes will be the sole lender, of unitranche loans, which can afford us additional influence
with a borrower in terms of menitoring and, if necessary, remediation in the event of underperformance. Based on
our evaluation of market conditions as of the date of this prospectus, we expect that the interest rate on unitranche
loans that involve Minancial sponsors will range between 6% and 109% (reflecting a blending of rates appropriate for
the senior and junior debl exposures inherent in a unitranche loan) over applicable LIBOR. In the case of
transactions originated by our SBIC subsidiary that are nod backed by a financial sponsor, we expect the cash
interest rate to range between [0 and 14% and 1o receive warranis (oficn above 10M%) in connection with such
loans, Such transactions generally occur in the lower-middle market, defined as businesses with annual revenues
generally between 510 million and $ 100 million, and the lender typically has the right 1o designate at least one
member of the bormower”s board of dircctors,

Second-lien Loans, We anticipate structunng these investments as junior, secured loans, We mtend 1o
obtain sccurity interests in the assets of these portfolio companices that will serve as collateral in support of the
repayment of such loans. This collateral may take the form of second-prionity liens on the asseis of a portfolio
company and we may enter into an intercreditor agreement with the holders of the ponfolio company’s senio
secured debt, These loans typically provide for moderate loan amaortization in the initial years of the facility, with
the majority of the amortization deferred until loan maturity.

Mezzanine Loans. We anticipate sireciuring these investments as unsecured, subordinated loans tha
provide for relatively high, fixed interest rates that provide us with significan current interest income. These
loans typically will have inmerest-only payments (often representing a combination of cash pay and PIK imerest)
in the early years, with amortization of principal deferred to maturnty. Mezzanine loans generally allow the
borrower 1o make a large lump sum payment of principal ot the end of te loan erm, and there is a fsk of loss if
ihe borrower is unable to pay the lump sum or refinance the amount ewed at maturity. Mezeanine investiments
are generally more volatile than secured loans and may involve a greater risk of loss of principal. Mezzanine
loans aften include a PIK feaure (o aymient of interest in e form of
additional principal amount of the loan instead of in cash), which effectively operates as negative amortization of
loan principal, thereby increasing credit risk exposure over the life of the loan.
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Warramts and Minovity Equity Securities. In some cases, we will also receive nominally priced warrants or
aptions o buy a minonty equity inlerest in the portfolio company in connection with such a loan, As a result, asa
portfolio company apprecistes in value, we may achieve sdditional investment retumn from this equity interest.
We may structure such warrams to include provisions protecting our rights as a minority-interest holder, as well
as a “put,” of right to sell such securities back to the issuer, upon the occurrence of specified events. In many
cases, we may also seek 1w obtain registration ights in connection with these equity interesis, which may include
demand and “piggyback”™ registration rights,

Asof S'h_q}_lr:mhr 28, 2000, immediately prior o the closing of the OFS Capital WM Transaction and the
2010 Distnbution, approximately 84.0% of our loans were senior secured loans, while the remaining portion
constiluted second-lien loans and Junior securities.

General Structuring Considerations. We intend to tailor the terms of each investment to the facts and
circumstances of the transaction and the ptns.pccnw: porifolio company, negotiating a structure that protects our
rights and manages our risk while creating incentives for the portfalio company 1o achieve its business plan and
improve its operating results. We will seek o limit the downside potential of our investments by:

= requiring a lotal retum on our investments (ineluding both interest and potential equity appreciation)
that we believe will compensate us appropriately for credit risk:

*  nepolialing covenants in connection with our investments that afford our portfolio companies as much
flexibility in managing their businesses as possible, consistent with the preservation of our capital.
Such restrictions may include affirmadive and negative covenants, default penaliies, licn proiection,
change of control provisions and board rights, including either observation o rights o a seat on the
board of directors under some circumstances; and

= selecting investments that we believe have a very low probability of loss,
We expect to hald most of our investmenis o maturity or repayment, but we may sell some of our

investmients carlier if a liquidity event occurs, such as a sale, recapitalization or worsening of the credit guality of
the portfelio company.

Investments

While, thtDnt‘Jl\' wlwlantl,.l.'ll all of our investiment rtln]mmnslslcd af l.cmm securcd loans to middle-

and, concurrently with |||Q.I OF8 {'.l[hl.tl WM Transpction, we distribated 1o OFSAM a xuh.lmllml ]M:lrllnn of our
remaining loan wrlfullu :md urtmn nfwr Qunl investments, \'w 1|1lur|d iy L'l.'lI'II.II'ILIL b pursue an investment

investments will include asser c!.m.cs. in which OFS Advisor has expertise ||||:I|ul|ng iNVEsLTbenls il senior
secured, unitranche, second-lien and merraning loans amd, o 3 a lesser extenl, wirrants and other minosily equity
m.urluc'. We will seck to create o diverse portfolio b makln invesiments in the secorities of middle m.lrl.LL

.-\xul'_j.)cLenth-r 31, 2000, our investment portfolio consisted of outstanding loans of approximately $4.7
million in ageregate principal amount and guilg investments !inc‘lu{!ing our invesiment in OFS Capital :k_'e'.q! of

539 million. In addition to our equity invesiment in OFS Capital WM, as of cmber 31, we had an agoregate

of nine invesaments in an sdditional Four companies, which invesaments comprised both secured amd unsecured
term loans, a8 well as equily interests and warrands issued by such companies. Each of these companies is located

in_a different state and falls in a different industry cate . Following this offering. we ex our investments, o

continue 1o span a broad range of geographical regions and industries. OFS Capital WM, our largest ponfolic

company, financed the purchase from us of a substantial porion of our loan portfolio using funds borrowed
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under the WM Credit Facility. Invesiors in OFS Capital will continwe to benefit from, and be exposed o the risks
aasm‘iam:l wilh, |||;:I: ps:lrtinl'l 1:|f1:|,||‘p|||‘|1'11| i8] mhl o OFS {_‘4||'nili|| W as A J‘q.:udl ol OLr im—u\.lmcnl i OFS
Capital WM.

JFrom December 31, 2000 10 February 38, 201 1, OFS Capital W has acquired an additional $43.3 million
in ageregate principal amount of loans, These additional loan assets comprised term loans 1o twelve sdditional
icllle-marke| anies. All such new loans are fully funded and OFS Capital WM has no outstand
unfunded commitments with respect thereto.

Set fonh in the wables and chart below is selected information with respect 1o the pontfolio of OFS Capiatal
WM as of December 31, 2000, We believe this information is meaningful o investors because it provides a more

compleie pictune of our historical orgination and investment sctivities.

The following table summarizes the composition of OFS Capital WM s loan portfolio as of December 31,
20010,

Asal 123110
Balamce and Ohligor 5 ¥ Commitnsent  Ohatstandingi 1)
{dedlars In thowsands]
Balanoe: Term LOAE ....ccuvvverannerrreerenanroranssnrnensenasrsranns 21 14,500 51145009
Balance: Revolvers . ... .u i it i mraa e 23,531 1,238
Total Balance . ... .. i i iai i iaaaaa i aaaaaeaaaaa 33R,039 5115747
Total #Fof Oblgors ., ... u i rrans s i rsaas s rrssasrrrrasaarrrnnns 35 35

The following chart provides a regional breakdown of OFS Capital WM< portfolio as of December 31,
20140

West Midwest

20%

Northeast
234
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The following table summarizes OFS Capital Wh's loan porifolio by size of exposure.

As ol 123010
Oibligne Saee (in millians) e NumhT
Tim thowsansds)
lJ-I!! S138.039 35
Total Balunce 35

OF3 Capital WM s loan portfolio is well-diversified, with limited exposure to subprime, commaodities, real
a rifiplio by industry as of

estate and lodging. The following table summarizes OFS Capital Wh's loan
December 31, 2010,

As ol 123110
Calegory i i Fercent
lm thousands)
Chemicals, Plastics & Rubber 19,899 145
Diversified'Conglomerate Service ... ............ 14,426 10L5%
Machinery {non-agriculture. non-construction, non-¢ 11,730 5.5%
Printing & Publishing _ ... . . ..., 9879 T 2%
Automobile ............. ... e S e R 4 e i e S i 9,607 T.0%
ERCIronics oo u oo i iiaas i iaaa i i 5413 39%
Acrospace & Defense ... oo oo e 5,000 36%
Specialized Consumer Serviees ... ... ..... — 5000 3.6%
Hl.ahI:CarLStlpfrlu.‘\--.......--.......-.......--.......--.......-..... £.000 1e%
I T 4588 3.0%
Electrical Components & Equipment ............ 4 B9 35%
Indusirial Conglomerates . . . 4,862 35%
Healthcare, Education & Chi I:lcarc ....................................... 4,758 5%
LT i i 4,644 JA4%
Packaging _...... ; iy e 4482 3.2%
Finance ... . 3,860 2.8%
Beverage, Fmd&Tuhmw 1578 265
T 1,555 2.6%
Broadcasting & Entertainment ... oL 1051 2.2%
[Jn.trsiﬁml.l'(‘mglmmram\‘Ianul’amunng 2997 2.2%
Home & Office Furnishings, Housewares & l'h-mhlchhumct F'rscvducls 2278 1.7%
Personal, Food & Misc, Services ... oiiiaiiiiiiiiiiiiasaiiiinaani 2,000 4%
L1 2,133 1.5%
oML o o e b at i o e ety & sl e e B S m o et 138,039 100%:

Or Investment in OF5 Capital WA

We have established OFS Capital WM, am entity that pequires. manages and finances senior secured loan
investments to middle-market companies in the United States. To finance its business. at the OFS Capital WM
Closing. OFS Capital WM entered into the WM Credit Facility with Wells Fargo and Madison Capital. In
connection with the OFS Capital WM Closing, an affiliate of Madison Capital was appointed as loan manager 1o
manage the sssets of OFS Capatal WM. OFS Capital WM entered into the WM Credit Facility Amendments in
February 200 | which will permit us to treat the OFS Capital WM Closing as a sale for sccounting purposes on a
going-forward basis,

At the OFS Capital WM Closing, we sold approximately $96.9 million of loans or panticipations therein,
transferred 1o us by OFS Funding, o OFS Capital WM in exchange for all the equity interests in OFS Capital
W and the OFS Capital WM Cash Considerution. 'We transferred the OFS Capital WM Cash Consideration to
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risks we face, see "Risk Faciors—Risks Relating o our Business and Structure—We operate in a highly
competitive market for investment opporunities, which could redice retums and resall in losses.™

Administration

We will noa have any direct employees, and our day-to-day investment operations will be managed by OFS
Advisor, We have a chiel executive officer, chief Tinancial officer and chiel compliance officer and, to the extent
necessary, our board of directors may elect w hire additional personnel going forward. Our officers will be
employees of OFSC, an affiliate of OFS Advisor, and a portion of the compensation paid to our chief financial
officer and chiel compliance officer will be paid by us pursuant to the Adminisiration Agreement., Some of our
executive officers described under “Management™ are also officers of OFS Advisor, See “Management and Other
Agreements—Administration Agreement.”

Propertics

We do not own or lease any real estate or other physical properties materil w our opertion. Cur headguaners are
located at 2850 West Golf Road, Sth Floor, Rolling Meadows, Nlinois 60008, and are provided by OF5 Services
pursuam 1o the Administration Agreement, Additional operations are conducted from offices in New York, New York
and Los Angeles, California, which are also provided by OFS Services pursuant 1o the Administration Agreement. We
believe that our office facilities ane suitable and adequate for our business as we contemplase conducting it

Legal Proceedings

OF5 Capital Corporation, OFS Advisor and OFS Services are not cumemtly subject 1o any material legal
procecdings against them.

PORTEOLIO COMPANIES

Thr: irst lahlc.l.ci.;mlh below contains certain information as MMM{ 31, 2000 for each portfolio
company in which we had an investment. Other than these investments, our only formal relationships with our
portiolio companies are the managerial assistance that we may provide upon request and any board observer o
participation mghls we may receive in connection with our invesiment. As of g'tumbul 31, Z'U'ILII.'wc diad not
“control” and are not an “affiline” of any of our ponfolio companies, cach as defined in the 1940 Act. In general,
under the 1940 Act, we would “contrel™ a pontfolio company il we owned 25,060 or more of its voling securities
and would be an “affilie™ of a pertfolio company i we owned five percent or more of s veding securities, The
loans in our current portfolio were either originated or purchased in the sccondary market by OF5AM and its
affiliates. There are no material differences in the underwriting standards that were used to originate or purchase
in the secondary market our current portfolio securities and the underwriting standards described in this
prospecius that we expect o implement,

}_ncnnncctinn with the OFS Capital WM Transaction, we sold our interest in a majority of our porifolio
companies o OFS Capital WM in exchange for all the equity imerests in OFS Capital WM and the OFS Capiial
W Cash Consideration. The second table set forth below contains certain information as of December 31, 2010

for each fidio company in which OFS Capital WM had an investment.

financial statements as of Dm::mbcr A1, 2000, including our mnmhd.'m:d halance shect :uul CHIT cnn-.n!lld:n:d

achedule of investments as of that date, continug 106 present the loans sold by us o OFS Capital WA on

September 28, 2000 as owned by us and pledged to OFS Capital WM, In the following tables. we present all such
loans as owned by OFS Capital W,
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Executive (MTicers and Certain Cither Officers Who Are Mot Dimmn’

and investment commitiees for senior lending.

Prior wo joining OFSC in September 2000, Mr. Palmer spent 11 vears a1 First Maryland Bancorp (now M&T
Bank, where he was a vice president. and five vears at NationsBank Corp. (now Bank of America), where he
icy officer. Mr. Palmer holds a B A, degree from Washingion &
n M.A, from The John Hopkins University School of Advanced Imemational Studies.

Eric P. Rubenfeld is the Chiel Compliance OfMicer of OFS Capital, which he joined in 2000, Mr, Rubenield
also serves as the gencral counsel for several affiliated entities of OFS Capatal. including OFSC. Mr. Rubenfeld
has over 15 years of experienee in structuring complex financial transactions. Prior 1o joining OFS Capital,

Mr. Rubenfeld spent four years at GSC Group, most recemtly serving as the General Counsel and Chief
Complionce Officer. From 2004 o 2006, Mr. Rubenfeld was Director and Counsel at Assured Guaranty Corp,
where he worked extensively with underwriters and risk managers in structured finance transactions, From 1995
1 200M, he worked as an attomey with a number nf!n.‘.']ding law firms, including Proskauer Rose, Amold &
Forter and Fried, Frank, Harris, Shriver & Jacobson, culminating in his position as counsel with McKee Nelson
LLP. Mr. Rubenfeld has a J.D.. cum laude, from Harvard Law School and 2 B.A. in Economics and History,
magna cum laude, from UCLA.

Hei LA s the Chief Accounting Officer of OFS Capital, Ma. Zhang also serves as the Chicf
Accounting Officer and Controller of OFSC,

Prior to joining OFSC in Movember 2008, Ms. Zhang spent nine years at L J Soldinger Assocites, LLC, the

last five years of whlch she acted os o Senior Audit Manager where -hn. among other things, supervised and lead

is a licensed Certified Public m,w,mmanl_unh a Masters of m,\cmmlmg Scrence from Universiy of II winis At
Urbana-Champaign and a Bachelor of Aris in English from Southeast University in Nanjing City, P.R. China,

Board Commitiees

Andit Commiites

Thie members of our audit committee are Mr. Abrams, Mr, Cresci and Ms, Healy, each of whom meets the
independence standards established by the SEC and Nasdaq for sudit committees and is independent for purposes
af the 1940 Act. Mr. Abrams serves as chairman of the audit committee, Our board of directors has determined
that My, Abrams is an “audit commintee financial expen”™ as thal term is defined under ltem 407 of Regulation
5-K of the Exchange Act. The audit committes is responsible for approving our independent accountants,
reviewing with our independent accountants the plans and results of the audit engagement, approving
professional services provided by our independent accountants, reviewing the independence of our independent
accountants and reviewing the adequacy of our intermal accounting controls, The audil commitiee is also
responsible for aiding our board of directors in fair value pricing of debt and equity secunitics that are not
publicly traded or for which current market values are not readily available. The board of directors and audit
commitiee will utilize the services of an independent valuation firm (o help them determine the fair value of these
secunlies.

Nominmafing amd Corporate Govermance Commiitee

The members of the nominating and corporate governance committee are Mr. Abrams. Mr. Cresci and
Ms. Hc.ah.', cach of wh.nm is indtpcnflcm for [nu‘;me;es..nfl_hn: 1940 Act and the .tla.-:daq COFPOTELE goNCmance
regulations, Mr, Cresch serves as chairman of the nominating and corporale governance commiiiee, The

nominating and corporate governance comimittee is responsible for selecting, researching and nominating
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as well as ercdit evaluation, credit monitering, troubled credit and loan administration functions. He also
manages the firm's liabilities and is responsible for negotiating and structuring funding vehicles,

Prior to joining OFSC, Mr. Cemy held various positions ot Sanwa Business Credit Corporation, American
Mational Bank and Trust Company of Chicago and Charter Bank Group, a mulii-bank holding company, My, Cemy
holds a B.5. in Finance from Northemn Dlineas University, a Masters of Management in Finance and Economics from
Northwestern University s 1.L. Kellogg School of Management, and a J.D. from DePaul University s School of Law,

Keathi J. Inorie joined OFSC in 1998 and is the head of OFSC's origination and underwriting group, She is
responsible for all origination and underwriting and sits on the credin, investment and executive commitiees.

Prior to joining OFSC, Ms. Inorio was a vice president in the corporate finance group at Heller Financial,
Inc, Ms, Inorio was responsible for enderwriting, negotiating and closing new business transactions as well as
portfolio management of middle-market senior cash flow loans. Ms. Inorio began her career with KPMG, where
she was responsible for supervising manufacturing company and real estate audits. Ms. Inorio holds a B.S. in
Accounting with a minor in Business Administration from lllineis State University, and is a Centified Public
Accountant,

Portfolio Management

Each investment opportunity will require the approval of the investment commitiee. Follow-on investments
inexisting portfolio companies may require the investiment committee’s approval beyond that obtained when the
initial investment in the company was made, The day-io-day management of investments approved by the
investment committee will be overseen by Richard Ressler, Glenn Pittson, Bilal Rashid, Jeffrev Cemy and Kathi
Inorie, Biegraphical information with respect 1o gach of these individuals is set out under “—Biographical
Information.”

Each of Richard Bessler, Glenn Pittson, Bilal Rashid, Jeffrey Cemy and Kathi Inosio has ownership and
finuncial interests in, and may receive compensiation ambior profit distributions from, OFS Advisor, None of
these individuals receives any direct compensation from us. As of the consummation of the offering, ﬁichard
Riessler, Glenm Pittson, Bilal Raghid, Cerny and Kathi Inorio will beneficially own . , and

shares, respectively, of our commaon stock. See “Control Persons and Principal Stockholders™ for additional
information about equity interests held by cach of these individuals.

These individuals are also primarily responsible for the day-to-day management of oaher pooled
investment vehicles and other accounts in which their affiliates reccive incentive foes, with a total amount of
3 and 5 asseis under management. Sce “Related-Pany Transactions and Certain Relationships™ for a
deseription of OFS Advisor"s allocation overning allocations of investimnents among us and other
investment vehicles with similar or ovedapping strlepies, a5 well a5 a description of cenain other relationships
between us and OFS ;\’ul.lh"l.la|.1r.l




MANAGEMENT AND OTHER AGREEMENTS

OF3 Advisor is located at 2850 West Golf Road, 5th Floos, Rolling Meadows, llinois 60008, OFS Advisor
is registered as an investment adviser under the Advisers Act, OFS Advisor is a whaolly owned subsidiary of
F5AM. Subject to the overall supervision of our board of directors and in accordance with the 1940 Act, OF5
Advisor will manage our day-to-day operations and provide investment advisory services o us. Under the 1erms
of the Investment Advisory Agreement, OFS Advisor will:

= determine the composition of cur portfolie, the nature and timing of the changes 10 our porifolio and
the manner of implementing such changes;

= assistus in determining what securitics we purchase, retain o sell;

# identify, evaluate and negotiate the structure of the investments we make (including performing due
diligence on our prospective portfolio panies): and

= execute, close, service and monitor the investments we make.

Cenain personnel of OFS will conduct activities on our behalf directly through, and under the supervision
of, OF3 Advisor, OFS Advisor's services under the Investment Advisory Agreement are nod exclusive, Pursuam
o o Staffing Agrecment between OFSC and OF5 Advisor, OFSC has agreed to provide OF5 Advisor with the
respurces to fulfill its obligations under the Investment Advisory Agreement. These resources include staffing by
experienced investmen professionals and access 1o the sentor investment personnel of OFSC, pursuant 1o which
each member of OFS Advisor's investment commitiee has committed (o serve in such capacity (including
Mr. Ressler, who is cwrrently the Chairman of the investment commitiee). These personnel services will be
provided under the Staffing Agreement on a direct cost reimbursement basis to OFS Advisor,

Investment Advisory Agreement
Management and Incentive Fee

Pursuant to te Investment Advisory Agreement with OFS Advisor and subject to the overal] supervision of
our board of directors and in sccordance with the 19440 Act. OF5 Advisor provides investment advisory services
1o us. For providing these services, OFS Advisor receives a fee from us, consisting of two components—a base
management fee and an incentive fee, The base management fee is calculated at an anmeal rate of % based
on the average value of our olal assets (other than cash and cash equivalents but including assets purchased with
bormowed amounts_and including any assets owned by the SBIC subsidiary) at the end of the two most recently
completed calendar quarters. The base management fee is payable quanerly in arrears.

The incemive fee has iwo parts, One pan is calculated and payable quarerly in arrears based on owr
pre-incentive fee net investment income for the quarter. “Pre-incentive fee net investment income” means
interest income, dividend income and any other income {including any other fees such as commitment,
origination and sourcing, structuring, diligence and consuliing fees or other fees that we receive from pornifolio
companies bul excluding fees for providing managerial assistance) acerved during the calendar quarter, minus
operating expenses for the quarter (including the base management fee, any expenses payable under the
Administration Agreement and any Lnl.n:m-.t Cxpense :md dmd:ndw pnld on any nl.lhl:ll'bdll'lg prr:Fr:rm:I stock, but
excluding the incemtive fee), h 15 with a
deferred interest feature (such as 1D, debt instruments with PIK interest and zemo coupon securnities), accrued
income that we have not vet received mca.l.h.‘

Pre-incentive fee net investment income docs not include any rr:ahmdigmn-. realized 1nm:;¥ unrealized
capital appreciation or unrealized capital depreciation, Because of the siruciure o :h¢ incentive fee, it s possible
that we may pay an incentive fee in a quarter where we incur a loss, For example, if we receive pre-incentive fee
net investment income in excess of the hurdle rate {(as defined below) for o quarter, we will pay the applicable
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Year 3 FMVY of Investmemt B determined 1o be 527 million and Investment (© sold for 330 million
Year & FMVY of Investmemt B determined 1o be 535 million
Year 52 Investment B sold for S200 million

The capital gains portion of the incentive fee, iT any, would be:

-

-

Year I: None (no sales iransactions)

Year 2% million { % multplied by $30 million realized capatal gains on Investment A less §5
million unrealized capital depreciation on Investment B)

Year 35 million; 5 million % multiplied by $32 million (335 million cumulative realized
capital gains on Invesiment A and Investment C bess 83 million cumulative unrealized capital
depreciation on Invesment B)) less $ million (Capital Gains Fee paid in Year 2)

Year4: 3 million: §  million % muluplied by 535 million (cumulative realized capital gains
on Investment A and Investment C)) less & million {cumulative Capital Gains Fee paid in all prior
years)

Year 5 v5 0 million (% multiplied by 325 million (335 millien cumulaive realized capital
gains on Investments A and C bess $10 million realized capital losses on Investment B)) less
% million {cumulative Capital Gains Foe paid in all prior yearsj

Payment of Our Expenses

Al investment professionals of OFS Advisor andfor its affiliates, when and to the extent engaged in
providing invesiment advisory services to us, and the compensation and routine everhead expenses of personnel
allocable o these services 1o us, will be provided and paid for by OFS Advicor and not by us. We will bear all
other out-of-pocket costs and expenses of our operations and transactions, including, withouw limitation, those
relating to:

utgnni?,njimi
calculating our net asset value {including the cost and expenses of any independent valuation firm);

fees and expenses incurmed by OFS Advisor payable to third panties, including agenis, consuliants or
other advisors, in monitoring fnancial and legal affaies for us and in monitoring our investrments and
performing due diligence on our prospective portfolio companies or ctherwise relating 1o, or associated
with, evaluating and making investments;

interest payable on debe, iF any, incurred 1o finance our investments:
offerings of our common stock and other securities;

distributions CHI DUIE COMITHON stock and other securitics,

investment advisory fees (including in respect of the SBIC subsidiary’s ralions |

administrtion fees and expenses, iT any, payable under the Administration Agreement {including
payments under the Administration Agreement between us and OFS Services based upon our allocable
portion of OFS Services” overhead in performing its obligations under the Administration Agreement,
inclieding rent, necessary softwase licenses and subscriptions amd the allocable portion of the cost of
our officers, including a chiel executive officer, chiel compliance officer, chiel financial officer, chiel
accounting officer, if any. and their respective staffs);

the allocated costs incurred by OF% Services as sdministrator in providing managerial assistance to
those portfolio companics that request it;

iransfer agend, dividend paying and reinvesiment agent and custodial fees and expenses;

120



DIVIDEND REINVESTMENT FLAN

We have adopted a dividend reinvestment plan that provides for reinvestment of our dividends and other
distributions on behalf of our stockholders, unless a stockholder elects o receive cash as provided below. As a
resuly, if our board of directors anthorizes, and we declare, a cash dividend or other distribution, then our
stockholders who have not “opted ou™ of our dividend reinvestment plan will have their cash disaribution
automatically reinvested in sdditional shares of our common stock. rather than receiving the cash distribution,

Mo action is required on the pan of a registered stockholder 10 have their cash dividend or other distribution
reinvested in shares of our common swock. A registered stockholder may elect o receive an entire distribution in
cash by notifying Aﬁﬁiﬂm Stowk Transfer & Trust Company, LLC, the plan administrator and our transfer agent
and regisirar, in writing o that such notice is reccived by the plan administrator no later than 10 days prior to the
record date for distribwtions o siockholders, The plan adminisirior will set up an account for shires acquined
through the plan for each stockholder who has not elected to receive dividends or other distributions in cash and
hald such shares in non-centificated form. Upon request by a stockholder participating in the plan, received in
writing not less than 10 days prior to the record date, the plan administrator will, instead of crediting shares to the
participant’s account, 1ssue a certificate registered in the participam’s name for the number of whaole shares of
our common stock and a check for any fractional share,

Those stockholders whose shares are held by a broker or sdher financial intermediary may receive dividends
and other distributions in cash by notifying their broker or other financial intermediary of their election.

We intend to use primarily newly issued shares 1o implement the plan, whether our shares are trading at a
premium of ¢ a discount 1o net asset value, However, we reserve the right o direct the plan administeator o
purchase shares in the open market in connection with our implementation of the plan, The number of shares o
b isswed to a stockholder is determined by dividing the todal dollar amount of the distribution payable to such
stockholder by the market price per share of our comman siock at the close of regular trading on The Nasdag
Global Market on the valuation date for such distabution. Market price per share on that date will be the closing
price Tor such shares om The Nasdag Global Market or, if no sale is reported for such day. at the average of their
repeoricd bid and asked prices. The number of shares of our common stock to be outstanding afier giving effect 1o
payment of the dividend or other distribution canmot be established until the value per share at which additional
shares will be issued has been determined and elections of our stockholders have been tabulated,

There will be no brokerage charges or other charges to stockholders who participaie in the plan. The plan
administrator™s fees will be paid by us. 1T a participant elects by writien notice o the plan administeator o lave
the plan administrator sell part or all of the shares eld by the plan administrator in the participant’s aceount and
remit the proceeds to the panicipant, the plan administrator is authorized to deduct a 51500 transaction fec plus a
M per shase brokerage mmmissinrifmm the proceeds.

Stockholders who receive dividends and other distnibutions. in the form of stock are subject to the same U5,
federal tax consequences as are stockholders who elect 1o receive their distributions in cash; however, since their
cash dividends will be reinvested, such stockholders wall not receive cash with which to pay any applicable taxes on
reinvested dividends, A stockholders basas for determining gain or loss upon the sale of stock received ina
dividend or other distribution from us will be equal 1o the total dollar amount of the distribution payable to the
stockholder. Any stock received in a dividend or other distribution will have a new holding period for tax purposes
cormmencing on the day following the day on which the shares are credited 10 the U5, siockholder's sccount,

Participants may terminate their accounts under the plan by nodifying the plan administrator via its website
at www amsiock com, by filling out the transaction request form bocated at the bottom of their siatement and
N:ndlng it b the plan Mllllllllhll‘illul'. ‘?-m.h termination will I’t\, ¢|"r¢l:l|'\-‘¢ mlmedmldv |I'll|-¢ participant’s molice is
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