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The information in this preliminary prospectus is not complete and may be changed. The securities may not be sold until the registration
statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell these
securities, and it is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

HMS INCOME FUND, INC.

MAXIMUM OFFERING OF $1,500,000,000 OF COMMON STOCK

HMS Income Fund, Inc. is offering on a continuous basis up to $1,500,000,000 of our common stock at a current offering price of
$9:558,90 per share through our Dealer Manager (the "Offering"). To the extent that our net asset value ("NAV") per share increases,
however, we will sell shares of our commaon stock at a price necessary to ensure that shares of our common stock are not sold at a price per
share, after deduction of selling commissions and Dealer Manager fees, that is below our NAV per share. In the event of a material decline
in our NAV per share that we deem non-temporary and which results in a 2.5% or more decrease of our NAV per share below our then-
current net offering price, and subject to certain other conditions, we will reduce our offering price accordingly. Any changes in our public
offering price will be disclosed in one or more supplements to this prospectus.

PROSPECTUS

Because of the possibility that the price per share will change, persons who subscribe for shares in this Offering must submit
subscriptions for a fixed dollar amount rather than for a number of shares and, as a result, may receive fractional shares of our common
stock. The maximum upfront sales load is 10.0% of the amount invested for such shares, The initial minimum permitted purchase price is
£2,500 in shares. We currently conduct our closings on a weekly basis. All subscription payments are placed in a segregated interest-bearing
account and held in trust for our subscribers” benefit, pending release to us at the next scheduled weekly closing.

Prospective investors should note:

. The Company’s shares are not listed on an exchange, and it is not anticipated that a secondary market will develop. Thus,
an investment in the Company may not be suitable for investors who may need the money they invest in a specified
timeframe, If an investor is able to sell its shares, it will likely receive less than its purchase price.

o The amount of distributions that the Company may pay, if any, is uncertain.
d The Company may, for the foreseeable future, pay a portion of distributions in significant part from sourees that may not

be-availableinthe futureand thatwre unrelated to-the Company’s-performanee such-asfromfrom sources other than net
WM.M—MM oﬂ’ermg proceeds, borrowings, and-amounts—from-the

. An investor will pay a sales load of 10% and offering expenses of up to 1.5% on the amounts invested. If you pay the
maximum aggregate 11.5% for sales load and offering expenses, you must experience a total return on your net investment
of 13.0% in order to recover these expenses.

We are a specialty finance company sponsored by Hines Interests Limited Partnership. Our primary investment objective is to
generate current income through debt and equity investments. A sccondary objective is to generate long-term capital appreciation through
equity and equity-related investments, including warrants, convertible securities, and other rights to acquire equity securities. We pursue a
strategy focused on investing primarily in senior secured term loans, second lien loans and mezzanine debt and selected equity investments
issued by lower middle market ("LMM") and middle market ("Middle Market") companies that are generally larger in size than the LMM
companies. Our LMM companies generally have annual revenues between S10 million and $130 million, and our LMM portfolio
investments generally range in size from 51 million to 515 million. Our Middle Market investments are made in businesses that are
generally larger in size than our LMM portfolio companies, with annual revenues typically between $10 million and $3 billion. Our Middle
Market investments generally range in size from 51 million to $15 million.

Most debt securities in which we invest will not be rated, or if they were rated by a rating agency, would be rated below investment
grade. Such below investment grade debt securities are commonly known as “junk” securities and are regarded as having predominantly
speculative characteristics with respect to the issuer’s capacity to pay interest and repay principal. Moreover, such debt securities are
typically illiquid and may be difficult to value.

We are an externally managed, non-diversified, closed-end management investment company that has elected 1o be treated as a
business development company ("BDC") under the Investment Company Act of 1940, as amended (the "1940 Act").

Our shares are not listed on any exchange, and we do not have any current intention to list our shares. We do not expect a secondary
market in our shares to develop, so you should not expect to be able to sell your shares regardless of how we perform. You should consider
consider that you may not have access to the money you invest for an indefinite period of time and that you will be unable to reduce your




exposure in any market downturn. An investment in our shares is not suitable for you if you need access to the money you invest (see
“Share Repurchase Program™ and “Suitability Standards™ in this prospectus).

We have provided limited liquidity to our shareholders by means of quarterly tender offers for the lesser of approximately 2.5% per
quarter of our weighted average number of outstanding shares for the trailing four quarters or the number of shares we can repurchase with
the proceeds we receive from the sale of shares of our common stock under our distribution reinvestment plan during the trailing four
quarters. Such quarterly tender offers allow our stockholders to sell their shares back to us. We currently intend to continue making
quarterly tender offers for our shares. Any tender offers will be made at a price equal to the NAV per share determined within 48 hours prior
o the repurchase date.

Subject to the approval of our board of directors, we intend to make quarterly distributions. If we have not earned enough income to
distribute, our distributions may be funded from stock offering proceeds-ef the Offering or borrowings, which may constitute a return of
capital and reduce the amount of capital available to us for investment. Any capital returned to stockholders through distributions will be
distributed after payment of fees and expenses.

Our previous distributions were not based entirely on our investment performance, but were partially funded by fee waivers agreed to
by our investment adviser and our investment sub-adviser, and by expense reimbursements from our investment adviser, which may be
subject to repayment. If our investment adviser and investment sub-adviser had not agreed to waive their fees and our investment adviser
had not agreed to reimburse some of our expenses, these distributions may have come from your paid-in capital. Reimbursement of these
waived fees and expenses could reduce future distributions to which you would otherwise be entitled.

Investing in shares of our common stock may be considered speculative and involves a high degree of risk, including the risk
of a substantial loss of investment. See “Risk Factors™ beginning on page 3031 to read about the risks you should consider before
purchasing shares of our common stock, including the risk of leverage.

This prospectus contains important information about us that a prospective investor should know before investing in shares of our
common stock. Please read this prospectus before investing and keep it for future reference. We file annual, quarterly and current reports,
proxy statements and other information about us with the Securities and Exchange Commission (the "SEC") as required. This information
is available free of charge by contacting us at 2800 Post Oak Boulevard, Suite 4700, Houston, Texas 77056-6118 or by telephone collect at
(888)220-6121 or on our website at www. HinesSecurities.com. Information contained on our website is not incorporated by reference into
this prospectus, and you should not consider that information to be part of this prospectus. The SEC also maintains a website at
wiwwsec, gov that contains such information,

Neither the SEC, the Attorney General of the State of New York nor any state securities commission has approved or
disapproved of these securities or determined if this prospectuos is truthful or complete. Any representation to the contrary is a
criminal offense. Except as specifically required by the 1940 Act and the rules and regulations thereunder, the use of forecasts is
prohibited and any representation to the contrary and any predictions, written or oral, as to the amount or certainty of any present
or future eash benefit or tax conseguence which may flow from an investment in shares of our common stock is not permitted.

Per Share Total Maximum
Price to Public (1) ] G558.90 § 1,500, 000,000
Selling Commissions (2) B-670,62 105,000,000
Dealer Manager Fee (2) B=280,27 45,000,000
Met Proceeds (Before Expenses) (3) b3 60801 5 1,350, 000,000

(1) Assumes all shares are sold at the public offering price of $9.558,90 per share,

(2) In this prospectus, “sales load™ includes upfront selling commissions of up to 7.00% and dealer manager fees of 3.0%. See
"Compensation of theOur Dealer Manager and the Investment Adviser."

(3} In addition to the sales load, we estimate that the maximum amount of expenses that would be incurred in connection with this
Offering is $22.5 million ( 1.5% of the gross proceeds) if the maximum number of shares is sold at $2-558.90 per share. Because you
pay a 10% sales load and could incur up to 1.5% in offering expenses, if you invest $2,500 in shares in this Offering, we
estimate that only $2,212.50 will actually be used by us for invesiment.

The date of this prospectus is January-5, , 2016
Hines Securities, Inc.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the SEC 1o register a continuous offering of our shares of common
stock. Periodically, as we make material investments or have other material developments, we will provide a prospectus supplement that
may add, update or change information contained in this prospectus. We will endeavor to avoid interruptions in the continuous offering of
our shares of common stock, including, to the extent permitted under the rules and regulations of the SEC, filing post-effective amendments
to the registration statement to include new annual audited financial statements as they become available, There can be no assurance,
however, that our continuous offering will not be suspended while the SEC completes its review of any such amendment.

Any statement that we make in this prospectus may be modified or superseded by us in a subsequent prospectus supplement or post-
effective amendment. The registration statement we have filed with the SEC includes exhibits that provide more detailed descriptions of
certain matters discussed in this prospectus. You should read this prospectus and the related exhibits filed with the SEC and any prospectus
supplement, together with additional information described below under **Available Information.” In this prospectus, we use the term “day™
to refer 1o a calendar day, and we use the term “business day™ to refer to any day other than Saturday. Sunday, or a federal holiday.

You should rely only on the information contained in this prospectus. Neither we, nor our Dealer Manager has authorized any other person
to provide you with different information from that contained in this prospectus. The information contained in this prospectus is complete
and accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or sale of our common stock. If there
is a material change in the affairs of our company, we will amend or supplement this prospectus.

SUITABILITY STANDARDS

The following are owr suitability standards for investors which are required by the Owmnibus Guidelines published by the North American
Securities Administrators Association ("NASAA") in connection with our continuons offering of shares of common stock under this
registration statemen,

Pursuant to applicable state securities laws, shares of common stock offered through this prospectus are suitable only as a long-term
investment for persons of adequate financial means who have no need for liquidity in this investment. Initially, there is not expected to be
any public market for the shares, which means that it will be difficult for stockholders to sell their shares, As a result, we have established
suitability standards which require investors to have either (i) a net worth (not including home, furnishings, and personal automobiles) of at
least 570,000 and an annual gross income of at least $70,000, or (ii) a net worth (not including home, furnishings, and personal
automobiles) of at least $250,000. Our suitability standards also require that a potential investor (1) be positioned to reasonably benefit
from an investment in shares of our common stock based on such investor’s overall investment objectives and portfolio structuring; (2) be
able to bear the economic risk of the investment based on the prospective stockholder’s overall financial situation; and (3) have apparent
understanding of {a) the fundamental risks of the investment, (b) the risk that such investor may lose his or her entire investment, (c) the
lack of liquidity of the shares, (d) the background and qualifications of our Advisers and (e) the tax consequences of the investment.

In addition, wecertain states impose heightened suitability standards on investors, We will not sell shares to investors in the states named
below unless they meet special suitability standards.

Alabama—In addition to the general suitability standards above, an Alabama investor must have a liquid net worth of at least 10
times such Alabama resident’s investment in HMS Income Fund, Inc. and its affiliates.

Arizona — The term of this offering shall be effective for a period of one yvear with the ability to renew for additional periods of one
year.

California — In addition to the suitability standards above, an investor will limit his or her investment in HMS Income Fund, Inc,
common stock to a maximum of 10% of his or her net worth. An investment by a California investor that is an accredited investor
within the meaning of the Federal securities laws (17 C.F.R. §230.501) is not subject to the foregoing limitations.

Idaho — Investors who reside in the state of Idaho must have either (i) a liquid net worth of $85,000 and annual gross income of
$85,000 or (ii) a liquid net worth of $300,000. Additionally, an Idaho investor's total investment shall not exceed 10% of his or her
liquid net worth. The calculation of liquid net worth shall include only cash plus cash equivalents. Cash equivalents include assets
which may be convertible to cash within one year.

Towa — Investors who reside in the state of Towa must have either (i) a liquid net worth of $100,000 and annual gross income of
S100,000 or (i1) a liquid net worth of $350,000. Additionally, an lowa investor’s total investment in HMS Income Fund, Inc. shall not
not exceed 10% of his or her liquid net worth. For this purpose, liquid net worth is determined exclusive of home, home furnishings
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and automobiles. An investment by an lowa investor that is an accredited investor within the meaning of the Federal securities laws
(17 C.F.R. §230.501) is not subject to the foregoing limitations.

Kansas — The Office of the Kansas Securities Commissioner recommends that vou should limit your aggregate investment in HMS
Income Fund, Inc. shares and other similar investments to not more than 10% of your liquid net worth. Liquid net worth is that
portion of your total net worth (assets minus liabilities) that is comprised of cash, cash equivalents and readily marketable securities.

Kentucky — The issuer 1s a business development company. As such, a Kentucky investor must have either (1) a minimum annual
gross income of $70,000 and a minimum net worth of at least $70,000 or (i) a minimum liquid net worth of at least $250,000, In
addition, no Kentucky investor shall invest, in aggregate, more than 10% of his or her liquid net worth in the Issuer or Issuer’s
affiliate’” s non-publicly traded business development companies. For this purpose, “liquid net worth™ is defined as that portion of a
person’s net worth (total assets, exclusive of home, home furnishings and automobiles minus total liabilities) that is comprised of’
cash, cash equivalents and readily marketable securities.

Maine — The Maine Office of Securities recommends that an investor’s aggregate investment in this offering and similar direct
participation investments not exceed 10% of the investor's liquid net worth. For this purpose, “liquid net worth™ is defined as that
portion of net worth that consists of cash, cash equivalents and readily marketable securities.

Massachusetts — Investors who reside in the state of Massachusetis must have either (i} a minimum of $100,000 annual gross
income and a liquid net worth of $100,000; or (ii) a liquid net worth of $250,000 irrespective of gross annual income. Additionally, a
Massachusetts investor’s total investment in HMS Income Fund, Inc. and in other illiquid direct participation programs shall not
exceed 10% of his or her liquid net worth. For this purpose, liquid net worth is determined exclusive of home, home furnishings and
automobiles.

Nebraska — Nebraska investors who do not meet the definition of “aceredited investor™ as defined in Rule 501(a) promulgated under
the Securities Act of 1933, as amended, must have (i) either (a) an annual gross income of at least $100,000 and a net worth of at least
S100,000, or (b) a net worth of at least $350,000; and (i1) must limit their aggregate investment in this offering and in the securities of
other non-publicly traded business development companies (BDCs) to 10% of such investor’s net worth. (Net worth in each case
should be determined exclusive of home, home furnishings, and automobiles.)

New Jersey — Investors who reside in the state of New Jersey must have either (i) a minimum liquid net worth of $100,000 and a
minimum annual gross income of $83,000, or (ii) a minimum liquid net worth of $350,000. Additionally, a New Jersey investor's
total investment in us, our affiliates, and other non-publicly traded direct investment programs (including real estate investment trusts,
business development companies, oil and gas programs, equipment leasing programs, and commodity pools, but excluding
unregistered, federally and state exempt private offerings) may not exceed 10% of such investor’s liquid net worth, For these
purposes, “liquid net worth™ is defined as that portion of net worth (total assets exclusive of home, home furnishings, and
automobiles, minus total liabilities) that consists of cash, cash equivalents, and readily marketable securities.

Nt'w Mcxim -In addillon tothe general suimbility standards listed above, mea.nalesefa New Mexico Ft!quii&i—‘hﬂ(—!&&l-l—h@#—?ﬁﬁéﬁ-ieﬂ
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North Carolina — Investors who reside in the state of North Carolina must have either (i) a minimum liquid net worth of $85,000
and minimum annual gross income of $85,000 or (i) a minimum liquid net worth of $300,000.-An-investment-by-a-Norh-Carolina

North Dakota — HMS Income Fund, Inc. shares will only be sold to residents of North Dakota representing that their investment
will not exceed 10% of his or her net worth and that they meet one of the established suitability standards.

Ohio — It shall be unsuitable for an Ohio investor's aggregate investment in shares of the issuer, affiliates of the issuer, and in other
non-traded business development companies to exceed ten percent (10%) of his or her liquid net worth. “Liquid net worth™ shall be
defined as that portion of net worth (total assets exclusive of home, home furnishings, and automobiles minus total liabilities) that is
comprised of cash, cash equivalents, and readily marketable securities.

Oklahoma — Investors who reside in the state of Oklahoma who are not “accredited investors” within the meaning of the federal
securities laws must have either (i) an annual gross income of at least $100,000 and a net worth of at least $100,000, or (ii) a liquid
net worth of at least $250,000. Additionally, an Oklahoma investor’s total investment shall not exceed 10% of his or her liquid net
waorth. For this purpose, liquid net worth is determined exclusive of home, home furnishings and automobiles.
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Oregon — In addition to the suitability standards above, the state of Oregon requires that each Oregon investor will limit his or her
investment in HMS Income Fund, Ine. common stock to a maximum of 10% of his or her net worth (not including home, home
furnishings or automobiles).

Tennessee — We must sell a minimum of $15,000,000 worth of shares before accepting subseriptions from residents of Tennessee. In
addition, investors who reside in the state of Tennessee must have either (i) a minimum annual gross income of $100,000 and a
minimum net worth of S100,000 or (ii} a minimum net worth of $500,000 exclusive of home, home furnishings and automobile,
Additionally, Tennessee residents” investment must not exceed 10% of their liquid net worth. An investment by a Tennessee investor
that is an accredited investor within the meaning of the Federal securities laws (17 C.F.R. §230.501) is not subject to the foregoing
limitations.

Texas — Investors who reside in the state of Texas must have either (i) a minimum of §100,000 annual gross income and a liquid net
worth of $100,000 or (ii) a liquid net worth of $250,000 irrespective of gross annual income. Additionally, a Texas investor’s total
investment in HMS Income Fund, Inc. shall not exceed 10% of his or her liquid net worth. For this purpose, liquid net worth is
determined exclusive of home, home furnishings and automobiles.

Vermont — Investors who reside in the state of Vermont must have either (i) a minimum of $100,000 annual gross income and a
liquid net worth of 100,000 or (ii) a liquid net worth of $250,000 irrespective of gross annual income. Additionally, a Vermont
investor’s total investment in HMS Income Fund, Inc, shall not exceed 10% of his or her liquid net worth, For this purpose, liquid net
worth is determined exclusive of home, home furnishings and automobiles. An investment by a Vermont investor that is an accredited
investor within the meaning of the Federal securities laws (17 C.E.R. §230.501) is not subject to the foregoing limitations.

The minimum purchase amount is $2,500 in shares of our common stock. To satisfy the minimum purchase requirements for retirement
plans, unless otherwise prohibited by state law, a husband and wife may jointly contribute funds from their separate individual retirement
accountssor ("IRAs:) provided that each such contribution is made in increments of $500. You should note that an investment in shares of
our common stock will not, in itself, create a retirement plan and that, in order to create a retirement plan, you must comply with all
applicable provisions of the Internal Revenue Code of 1986, as amended (the "Code™).

If you have satisfied the applicable minimum purchase requirement, any additional purchases must be in amounts of at least $500. The
investment minimum for subsequent purchases does not apply to shares purchased pursuant to our distribution reinvestment plan,

In the case of sales to fiduciary accounts, these suitability standards must be met by the person who directly or indirectly supplied the funds
for the purchase of the shares of our stock or by the beneficiary of the account.

These suitability standards are intended to help ensure that, given the long-term nature of an investment in shares of our stock, our
investment objective and the relative illiquidity of our stock, shares of our stock are an appropriate investment for those of you who become
stockholders. Our sponsor and those selling shares on our behalf must make every reasonable effort to determine that the purchase of shares
of our stock is a suitable and appropriate investment for each stockholder based on information provided by the stockholder in the
subscription agreement. Each selected broker-dealer is required to maintain for six years records of the information used to determine that
an investment in shares of our stock is suitable and appropriate for a stockholder.

In purchasing shares, custodians or trustees of employee pension benefit plans or IRAs may be subject to the fiduciary duties imposed by
the Employee Retirement Income Security Act of 49741974, as amended ("ERISA"), or other applicable laws and to the prohibited
transaction rules prescribed by ERISA and related provisions of the Code. In addition, prior to purchasing shares, the trustee or custodian of
of an employee pension benefit plan or an IRA should determine that such an investment would be permissible under the governing
instruments of such plan or account and applicable law.




PROSPECTUS SUMMARY

This surmmary highlights some of the information in this prospectus, It is not complete and may net contain all of the information that you
may wanl to consider. To understaind this Offering fully, vou should read the entive prospectis cavefully, including the financial statements
beginning on page F-1 and the section entitied “Risk Factors” beginning on page 2031 befive making a decision te invest in shares of our
cammon stock.

Unless otherwise noted, the terms “we,™ “us,” “our " and " Company " refer to HMS Income Fund, Inc., a Marvland corporation. We refer
to HMS Adviser LF, a Texas limited partmership and an affiliate of Hines, as "HMS Adviser” or “our Adviser.” We refer to Hines Securities,
Ine. as our "Dealer Manager.” We refer 1o Hines Intevesis Limited Partnership as “Hines" or “our Sponsor.” We refer io Main Street
Capital Corporation as “Main Street,” and we refer to MSC Adviser §, LLC, a wholly owned subsicliary of Main Street, as “MSC Adviser”
The term “our Sub-Adviser,” as used in this prospectus, refers to Main Street until December 31, 2013 and to M5C Adviser after that dare.
Our Adviser and Sub-Adviser are collectively referved 1o as “our Advisers.”

Our Company

HMS Income Fund, Inc. was formed as a Maryland corporation on November 28, 2011 under the General Corporation Law of the State of
Maryland. We are an externally managed, non-diversified closed-end investment company that has elected to be treated as a BDC under the
1940 Act.

We have elected to be treated for ULS. federal income tax purposes as a regulated investment company (“RIC”) under Subchapter M of the
Code. As a result, we will generally not pay corporate-level U.S. federal income taxes on any net ordinary income or capital gains that we
distribute as dividends to our shareholders.

Our primary investment objective is to generate current income through debt and equity investments. A secondary objective is to generate
long-term capital appreciation through equity and equity-related investments, including warrants, convertible securities and other rights to
acquire Lqu1ly seeurities. Our portfolio strategy calls for us to invest primarily in illiquid debt and equity securities issued by LMM
companies, which gcncrally have annual revenues between $10 million and $1350 million, and-eve-the-coumerdebisecuriiesissued-by
Middle Market companies. Our Middle Market investments are made in businesses that are generally larger in size than the-EMM
companiesour LMM portfolio companies, with annual revenues typically between 510 million and $3 billien, Our LMM and Middle
Market portfolio investments generally range in size from 31 million to $15 million. We categorize some of our investments in LMM and
Middle Market companies as private loan ("Private Loan") portfolio investments. Private Loan investments, often referred to in the debt
markets as “club deals,” are investments, generally in debt instruments, that we originate on a collaborative basis with other investment
funds-erterders. Private Loan investments are typically similar in size, structure, terms and conditions to investments we hold in our LMM
portfolio and Middle Market portfolio. Our portfolio also includes other portfolio ("Other Portfolio") investments which primarily consist
of investments that are not consistent with the typical profiles for our LMM, Middle Market, or Private Loan investments, including
investments which may be managed by third parties.

We previously registered for sale up to $4:500:000.000-werth-0f1 50,000,000 shares of common stock pursuant to a registration statement
on Form N-2 (File No, 333-178548) which was initially declared effective by the SEC on June 4, 2012 (the “Initial Offering™). The Initial
Offering terminated on December 1, 2015, The Company raised approximately $601.2 million under the Initial Offering, including
proceeds from the distribution reinvestment plan of approximately $22.0 million, On January 5, 2016, the SEC declared a new registration
statement on Form N-2 (File No, 333-204659), as amended, effective under which we registered the Offering,

We are advised and managed by the Adviser under an Investment Advisory and Admimistrative Services Agreement dated May 31, 2012
(the “Investment Advisory Agreement”). Under the Investment Advisory Agreement, the Adviser does not earn any profit under its
provision of administrative services to us. We and the Adviser also retained our Sub-Adviser pursuant to an Investment Sub-Advisory
Agreement (the “Sub-Advisory Agreement™). Under the Sub-Advisory Agreement, our Sub-Adviser identifies, evaluates, negotiates and
structures prospective investments, makes investment and portfolio management recommendations for approval by our Adviser, monitors
our investment portfolio and provides certain ongoing administrative services to our Adviser. As a result of the Sub-Advisory Agreement,
Main Street is an affiliate of the Company.

Our Sub-Adviser is a wholly owned subsidiary of Main Street, a New York Stock Exchange-listed BDC, with total assets in excess of
$2.01.9 billion as of Septenber 36,2045 March 31, 2016, Main Street is a principal investment firm primarily focused on providing debt
and equity financing to LMM companies and debt financing to Middle Market companies.

As a BDC, we are subject to certain regulatory restrictions in making our investments, including limitations on our ability to co-invest with
with certain affiliates. However, we received exemptive relief from the SEC that permits us, subject to certain conditions, to co-invest with
with Main Street in certain transactions originated by Main Street and/or our Advisers. The exemptive relief permits us, and certain of our




our directly or indirectly wholly owned subsidiaries on the one hand, and Main Street and/or certain of its affiliates on the other hand, to co-
co-invest in the same investment opportunities where such investment weouldmay otherwise be prohibited under Section 57(a)(4) of the
1940 Act.

In addition to the co-investment program deseribed in this prospectus and in the exemptive relief, we may continue to co-invest in
syndicated deals and secondary loan market purchases in accordance with applicable regulatory guidance or interpretations, which may
include instances where esby-price is the only negotiated point.

The principals of our Advisers have access to a broad network of relationships with financial sponsors, commercial and investment banks,
Middle Market companies and leaders within a number of industries that we believe produce significant investment opportunities. We
intend to leverage the experience and expertise of the principals of our Advisers to execute our investment strategies. Our Adviser’s senior
management team, through affiliates of Hines, has sponsored and manages three publicly offered and non-traded real estate investment
trusts ("REITs"), which collectively had investments in aggregate gross real estate assets (based on purchase price) of approximately
$9-+8.2 billion as of June 302045 March 3 1, 2016, Hines is a fully integrated real estate investment and management firm which, with its
predecessor, has been investing in real estate assets and providing acquisition, development, financing, property management, leasing and
disposition services for over 5859 years. This experience includes credit evaluation and underwriting of tenants across numerous industries
and geographic markets, including Middle Market companies. Main Street’s primary investment focus is providing customized debt and
equity financing to LMM companies and debt capital to Middle Market companies that operate in diverse industry sectors, As of Septersber
302045 March 31, 2016, Main Street had debt and equity investments with an aggregate fair value of approximately $4-21.8 billion in over
200 portfolio companies.

Status of Our Ongoing Offering

The Initial Offering'e commenced
Initial Offering throush Becember 32005 weon June 4, 2012 aru.l tcrmmated on Dccembcr L 2[}]5 The Company raised total gross
proceeds of approximately $611.4 million, including the value from our initial formation transaction t}fSlU I million and gross sales and
distribution reinvestment plan proceeds of approximately S601.2 million. A= " .
ourcommon stock. as-adjusted fora special stock dividend issued-on September- 14, 201 2, On Jamlal’}' 5,201 6 Ihe Offt.:l'lrlj, commcnwd
The following table summarizes the sales of shares of our common stock under the Offering, on a monthly basis from
ineeptiencommencement through Peeember 32045 June 30, 2016,
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2016
January 2,137,067 232,696 £.54
Ecbruary 3,347,878 633,365 842
March 13,048,662 1,338,317 837
April 11,203,890 L316,028 851
May 11,692,252 1,349.407 £.66
June 11,309,083 L301,159 £.69
b 34,138,832 6412972  § £.54

(1) The number of shares of our common stock sold includes 2.484.82%1,425,697 shares of common stock purchased through our distribution
reinvestment plan.

(2) Al shares of common stock were sold at offering prices between $%:608.50 and $3+8:009.00 per share, depending on the amount of discounts or

commissions waived by our Dealer Manager. Effective with the weekly closing on Nevember— 22045 July 28, 2016, we offered shares at

$9-558,90 per share.

Portfolio Update

During the sinethree months ended September 362045 March 31, 2016, we funded investment purchases of approximately $334.083.1
million and had pinetwo investments under contract to purchase as of September 302045 March 31, 2016, for approximately $39-03.6
million, which settled or arewe scheduled to settle after September30-2045-March 31, 2016, We also received proceeds from sales and
repayments of existing portfolio investments of approximately SH#8-847.4 million including $24:637.5 million in sales. Additionally, we
had #wethree investments under contract to sell as of September30,2045.March 31, 2016, for approximately $2.511.8 million, which
represenistepresented the contract sales price. The combined result of these-transactionswhich increased our portfolio, on a cost basis, by
approximately $4-4419.1 million, or #5-02.1%, and the number of portfolio investments by 2%seven, or 26:64.8%, compared to the
portfolio as of December 31, 204420135,




As of Septernber 30,2045 March 31, 2016, the largest investment in an individual portfolio company represented approximately +-92.4% of
our portfolio’s fair value with the remaining investments in an individual portfolio company ranging from 8:8040.03% to 1.9%. As-of that
datetheThe average investment in our portfolio wasis approximately $6:43,6 million or 8-70.6% of the total portfolio. As a result of these
transactions, our portfolio has become increasingly diversifiedbroadened across individual portfolio investments, geographic regions, and
industries, Further, our total portfolio's investment composition -freluding(excluding our Other Portfolio investments) at fair value is
comprised of $8:480,0% first lien debt securities-and16:4, 16,5% second lien debt securities, with the remainder in unsecured debt
investments and equity investments. First lien debt securities have priority over subordinated debt owed by the issuer with respect to the
collateral pledged as security for the loan. Due to the relative priority of payment of first lien investments, these generally have lower yields
than lower priority, less secured investments. As of September30-2045:March 31, 2016, approximately #4885,3% of our LMM, Private
Loan, and Middle Market portfolio debt investments (based on cost) contained floating interest rates, the majority of which had index floors
between 100 and 150 basis points. The Company generally invests in floating rate debt instruments, meaning that the interest rate payable
on such instrument resets periodically based upon changes in a specified interest rate index, usually the one-month LIBOR, which was
8:20.4% as of September30-2045-March 31, 2016, However, many of our investments provide as well that the annualized rate of interest
on such instruments will never fall below a level, or floor, between 100 and 150 basis points, equal to 1.0% to 1.5%, regardless of the level
of the specified index rate.

As of September 302045 March 31, 2016, we had investments in 83 Middle Market debt investments, 20 Private Loan debt investments,
1422 LMM debt investments, 1619 LMM equity investments, #weseven Private Loan equity investments and sxethree Other Portfolio
investments with an aggregate fair value of approximately 5876-7857.8 million, a cost basis of approximately $902-0923.8 million, and a
weighted average effective annual yield of approximately $:38.2%. The weighted average annual yield was caleulated using the effective
interest rates for all investments at September 382045 March 31, 2016, including aceretion of original issue discount and amortization of
the premium to par value, the amortization of fees received in connection with transactions-Fhis-ealewlation, and assumes zero yield for
investments on non-accrual status, Approximately $0:880,0% and 16.5% of our portfolio investments at fair value (excluding our Other
Portfolio investments) were secured by first priority liens and second priority liens on portfolio company assets, respectively, with the
remainder in unsecured debt investments and equity investments.

During the year ended December 31, 2044:201 5, we funded investment purchases of approximately $477-5631.1 million and had elevenfive
investments under contract to purchase as of December 31, 2044:2015, for approximately $50-511.7 million, which settled or arewe
scheduled to settle after December 31, 28442015, We HlbU ru,cwcd prci.cud:a from aa] es and repayments of existing portfolio investments
of approximately $96:2176.1 million including $32- 58:045.7 million in sales. Additionally, we had theee
mvestmentsone investment under contract to sell as of December 31, 2044 20015, for approximately $3-02.0 million, which represented the
contract sales price. The combined result of which increased our portfolio, on a cost basis, by approximately $424-2417.1 million, or
634-285.5%, and the number of portfolio investments by 4338, or £334,9%, compared to the portfolio as of December 31, 20432014, As
of December 31, 204420135, the largest investment in an individual portfolio company represented approximately 2-42.3% of our
portfolio’s fair value with the remaining investments in an individual portfolio company ranging from 6:040.03% to 2.0 1.8%. As-efthat
date-theThe average single investment in our portfolio wasis approximately $4-33.8 million or 8:90,7% of the total portfolio. As a result of
the-atorementionedthese transactions, our portfolio has become increasingly diversifiedbroadened across individual portfolio investments,
geographic regions, and industries. Further, our total portfolio’s investment composition {excluding our Other Portfolio investments) at fair
value is comprised of 29480.3% first lien debt securities, +5:016,7% second lien debt securities, with the remainder in unsecured debt
investments and equity investments. First lien debt securities have priority over subordinated debt owed by the issuer with respect to the
collateral pledged as security for the loan. Due to the relative priority of payment of first lien investments, these generally have lower yields
than lower priority, less secured investments.

Further, #4-483.7% of our portfolio debt investments bear interest at a variable rate, though a majority of the investments with variable rates
are subject to contractual minimum base interest rates between 100 and 150 basis points.

As of December 31, 2044:201 5, we had debt investments in 7783 Middle Market investments, 120 Private Loan investments, 119 LMM
debt investments, sine-EMM 17 LMM equity investments, five Private Loan equity investments and esethree Other Portfolio investment
with an aggregate fair value of approximately $473.9853.0 million, a cost basis of approximately $457-68904.7 million, and a weighted
average effective annual yield of approximately 8-18.3%. The weighted average annual yield was calculated using the effective interest
rates for all debt investments at December 31, 20844201 5, including accretion of original issue discount and amortization of the premium to
par value, the amortization of fees received in connection with transactions, and assumes zero vield for investments on non-accrual status,

Risk Factors
An investment in shares of our common stock involves a high degree of risk and may be considered speculative. You should carefully
consider the information found in “Risk Factors™ in this prospectus before deciding to invest in shares of our common stock., The following

are some of the risks you will take in investing in our shares:

+  We may be unable to achieve our investment objectives.




+  Deterioration in the economy and financial markets increases the likelihood of adverse effects on our financial position and results
of operations. Such economic adversity could impair our portfolio companies’ financial positions and operating results and affect
the industries in which we invest, which could, in tum, harm our operating results.

+  The amount of our distributions to our stockholders is uncertain. Portions of the distributions that we pay may represent a retumn of
capital to you for U.S. federal income tax purposes which will lower your tax basis in your shares and reduee the amount of funds
we have for investment in targeted assets. A retumn of capital is a return of your investment rather than eamings or gains derived
from our investment activities. We may not be able to pay you distributions, and our distributions may not grow over time.

+  We intend to seek to complete a liquidity event within four to six years following the end of our offering period. However, there
can be no assurance that we will be able to complete a liquidity event.

+  Asignificant portion of our investment portfolio is, and will continue to be, recorded at fair value as determined in good faith by
our board of directors and, as a result, there is and will be uncertainty as to the ultimate market value of our portfolio investments,

+  Ourboard of directors may change our operating policies and investment strategies without prior notice or stockholder approval,
the effects of which may be adverse to you as an investor.

+  DurAdvisers and their respective affiliates, including our officers and certain of our directors, may have conflicts of interest as a
result of compensation arrangements, time constraints and competition for investments, which they will attempt to resolve in a fair
and equitable manner, but which may result in actions that are not in your best interests.

+  The potential for our Advisers to earn incentive fees may create an incentive for the Advisers to invest our funds in securities that
are riskier or more speculative than would otherwise be the case, and our Advisers may have an incentive to increase portfolio
leverage in order to earn higher management fees.

+  We have borrowed funds to make investments. As a result, we are exposed to the risks of borrowing, also known as leverage,
which may be considered a speculative investment technique. Leverage magnifies the potential for gain or loss on amounts
invested in us and increases the risk of investing in us.

+  Our investments tend to be senior secured term loans, second lien loans, mezzanine debt and selected equity investments in
portfolio companies, which may be risky, and we could lose all or part of our investment in any or all of our portfolio companies.

+ In the event that our Adviser collects a fiee on an investment that provides for payment-in-kind ("PIK") interest and such
investment fails, our Adviser would not be required to repay the fee that it received with respect to that investment.

+  Most loans in which we invest are not rated by a rating agency or, if they were so rated, would be rated below investment grade.
Such below investment grade debt securities are commonly known as "junk” securities and are regarded as having predominantly
speculative characteristics with respect to the obligor’s capacity to pay interest and repay principal.

+  We are subject to financial market risks which may have a substantial negative impact on our investments.

+ Changes in interest rates may have a substantial negative impact on our investments.

+ Investors will not know the purchase price per share at the time they submit their subscription agreements and could receive fewer
shares of common stock than anticipated if our Pricing Committee of the board of directors determines to increase the offering
price to comply with the requirement that we are prohibited from selling shares below our NAV per share.

+  Ifwe are unable to raise substantial funds in our ongoing, continuous “best efforts" offering, we will be limited in the number and
type of investments we may make, and the value of your investment in us may be reduced in the event our assets under-perform,

+  Our shares of common stock are not listed on an exchange or quoted through a quotation system and will not be listed for the
foresecable future, if ever. Therefore, you will have limited liquidity and may not receive a full return of your invested capital if
you sell your shares of common stock.

See “Risk Factors™ and the other information included in this prospectus for a discussion of factors you should carefully consider before
deciding to invest in shares of our common stock.

Our Market Opportunity

BDCs were created by Congress in 1980 as investment companies that were intended to foster investment in smaller and developing
companies, and to encourage capital formation for business in the United States. According to the U.5. Census Bureau's most recently
published data, as of 2007, there were approximately 197,000 companies in the United States with revenues between 310 million and $150
$150 million. We believe many LMM and Middle Market companies are unable to obtain sufficient financing from traditional financing
sources, including other BDCs, because of the underwriting requirements of these financing sources. We believe that the lack of focus by
these other financing sources on the investment opportunities available from Middle Market and LMM debt and equity investing provides




provides us with a compelling opportunity to generate favorable nsk-adjusted retums and consistent cash distributions while also fulfilling
fulfilling the original capital formation mission of BDCs.

Due to evolving market trends, we believe traditional lenders and other sources of private investment capital, including certain other BDCs,
have focused their efforts on larger companies and transactions. We believe this dynamic is attributable to several factors, including the
consolidation of commercial banks and the aggregation of private investment funds into larger pools of capital that are necessarily focused
on these larger investments to generate meaningful yield. In addition, many funding sources do not have relevant experience in dealing with
some of the unigue business issues facing LMM companies. Consequently, we believe that LMM companies historically have been and are
currently underserved. Additionally, due to stricter financial regulations since the financial crisis, banks have reduced their exposure and are
less likely to make loans to midsize and smaller companies that they perceive as riskier. These factors create the opportunity for us to meet
the financing requirements of Middle Market and LMM companies while also negotiating faverable transaction terms and equity
participation opportunities,

OurPotential Competitive Strengths
We believe that we have the following competitive advantages over other publicly-traded BDCs and other public non-traded BDCs:

+ affiliates of our Adviser have more than 5839 years of experience in evaluating and underwriting credit of companies in numerous
industries and geographic markets including Middle Market companies in connection with acquiring and developing over 389
million square feet and managing over 170 million square feet of retail, office and industrial real estate to a wide variety of
tenants, including Middle Market companies (see “Prospectus Summary-About Our Adviser,” “Investment Objectives and
Strategies-About Our Adviser,” “Investment Objectives and Strategies- About QOur Sponsor” and *Portfolio Management -Abeout
Our Investment Adviser™);

+ Main Street has substantial experience in operating as a BDC investing in the types of companies and securities we typically
acquire, and expect to acquire in the future, and an established record of creating stockholder value through increasing
distributions, periodic capital gains and stable NAVs (see “Prospectus Summary-About Main Street,” “Investment Objectives and
Strategies-About Our Sub-Adviser” and “Portfolio Management-Our Sub-Adviser”); and

+ the principals of Hines, our Adviser and Main Street have extensive relationships with loan syndication and trading desks, lending
groups, management teams, investment bankers, business brokers, attorneys, accountants and other persons whom we believe will
continue to provide us with significant investment opportunities (see "Management" and "Portfolio Management").

Our Investment Process

Under the tenms of the Investment Advisory Agreement, HMS Adviser oversees the management of our activities and is responsible for
making investment decisions with respect to and providing day-to-day management and administration of our investment portfolio. Our
Adviser has engaged the Sub-Adviser under the Sub-Advisory Agreement to identify, evaluate, negotiate and structure our prospective
investments, make investment and portfolio management recommendations for approval by our Adviser, monitor our investment portfolio
and provide certain ongoing administrative services to the Adviser,

Our Sub-Adviser identifies and originates the majority of our investment opportunities. Each investment opportunity is first evaluated by
our Sub-Adviser for suitability for our portfolio. Our Sub-Adviser performs due diligence procedures and provides to our Adviser due
diligence information with respect to the investment, Our Sub-Adviser recommends investments to our Adviser, whose investment
committee then independently evaluates each investment considering then the analysis, due diligence information and recommendation
provided by our Sub-Adviser. In addition, our Sub-Adviser monitors our investment portfolio on an ongoing basis and makes
recommendations to the Adviser regarding ongoing portfolio management. Our Adviser makes all decisions to acquire, hold or sell
investments for us except those decisions reserved for our board of directors.

Asa BDC, we are subject to certain regulatory restrictions in making our investments, including limitations on our ability to co-invest with
with certain affiliates. However, we have received exemptive relief from the SEC that permits us, subject to certain conditions, to co-invest
co-invest with Main Street in certain transactions originated by Main Street and/or our Advisers. The exemptive relief permits us, and
certain of our directly or indirectly wholly owned subsidiaries on one hand, and Main Street and/or certain of its affiliates on the other hand,
hand, to co-invest in the same investment opportunities where such investment would otherwise be prohibited under Section 57(a)(4) of the
the 1940 Act. Under the co-investment program, we expect that co-investment between us and Main Street will be the norm rather than the
the exception, as substantially all potential co-investments that are appropriate investments for us should also be appropriate investments
for Main Street, and vice versa. Limited exceptions to co-investing will be based on available capital, diversification and other relevant
factors. Accordingly, our Sub-Adviser treats every potential investment in customized LMM securities evaluated by Main Street as a
potential investment opportunity for us, determines the appropriateness of each potential investment for co-investment by us, provides to
our Adviser, in advanee, information about each potential investment that it deems appropriate for us and proposes an allocation according
according to an investment allocation policy reviewed periodically by our board of directors between us and Main Street. If our Adviser
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deems such potential co-investment transaction and proposed allocation appropriate for us, our Adviser presents the transaction and the
proposed allocation to the members of our board of directors who are (1) not interested persons of us or Main Street, and (2) who do not
have a financial interest in the proposed transaction or the proposed portfolio company, which directors are referred to as “Eligible
Directors,” and our Sub-Adviser presents the transaction and the proposed allocation for Main Street to the Eligible Directors of the Main
Main Street board of directors. Each board of directors, including a majority of the Eligible Directors of each board of directors, must
approve each proposed co-investment transaction and the associated allocations therewith prior to the consummation of any co-investment
co-investment transaction. No independent director on our board of directors or Main Street’s board of directors wallmay have any direct or
or indirect financial interest in any co-investment transaction or any interest in any related portfolio company, other than through an interest
interest (if any) in our or Main Street’s securities, as applicable. Additional information regarding the operation of the co-investment
program is set forth in the order granting our exemptive relief, which may be reviewed on the SEC's website at www.sec.gov.

In addition to the co-investment program described in this prospectus and in the exemptive relief, we may continue to co-invest in
syndicated deals and secondary loan market purchases in accordance with applicable regulatory guidance or interpretations, which may
include instances where price is the only negotiated point.

We expect that the debt in which we invest-in will generally have stated terms of three to seven years. However, we are in no way limited
with regard to the maturity or duration of any debt investment we may make, and we do not have a policy in place with respect to stated
maturities of debt investments,

We have employed, and in the future intend to employ, leverage as market conditions permit and at the discretion of our Adviser, but in no
event will leverage employed exceed 50% of the value of our assets, as required by the 1940 Act,

About Our Adviser

Qur Adviser is a Texas limited partnership formed on April 13, 2012 that is registered as an investment adviser under the Investment
Advisers Act of 1940, as amended (the “Advisers Act™). Our Adviser is wholly-owned by Hines. Hines 1s indirectly owned and controlled
by Gerald D. Hines and Jeffrey C. Hines.

Hines has sponsored three publicly offered and non-traded REITs: Hines Real Estate Investment Trust, Inc. ("Hines REIT"), Hines Global
REIT, Inc. ("Hines Global REIT"), and Hines Global REIT II, Inc. ("Hines Global REIT [1"). These REITS collectively had investiments in
aggrepate gross real estate assets (based on purchase price) of approximately $9-18.2 billion as of June36.2045-March 31, 2016, Sherri W.
Schugart, our Chairman, President and Chief Executive Officer, and Ryan T. Sims, our Chief Financial Officer and Secretary, joined Hines
in 1995 and 2003, respectively, and have substantial experience in private equity, real estate acquisitions and dispositions, public company
management and administration and finance and have served as executive officers of companies in the REIT and investment real estate
industries.

About Our Sub-Adviser

Pursuant to the Sub-Advisory Agreement, MSC Adviser, a wholly owned subsidiary of Main Street and a registered investment adviser, acts
as our investment sub-adviser to identify, evaluate, negotiate and structure prospective investments, make investment and portfolio
management recommendations for approval by our Adviser, monitors our investment portfolio and provides certain ongoing administrative
services to our Adviser. We believe the members of Main Street’s investment team have significant experience in corporate finance, mergers
and acquisitions and private equity investing.

About Main Street

Main Street is an internally managed, listed BDC whose common stock trades on the New York Stock Exchange under the ticker symbol
“MAIN". The same investment professionals who provide investment sub-advisory services to us comprise the investment management
team of Main Street. Main Street has developed a reputation in the market place as a responsible and efficient source of financing, which
has created a stream of proprictary deal flow. As of September 202045 March 31, 2016, Main Street had debt and equity investments in
LMM securities and over-the-counter debt securities with an aggregate fair value of approximately 549 1.8 billion in over 200 portfolio
companies. We believe that our Sub-Adviser’s expertise in analyzing, valuing, structuring, negotiating and closing transactions provides us
with a competitive advantage in offering customized financing solutions to LMM companies and in executing investments in over-the-
counter debt securities. Main Street and our Sub-Adviser are based in Houston, Texas,

About Our Sponsor

Hines is our Sponsor. Hines is a fully integrated global real estate investment and management firm and, with its predecessor, has been
investing in real estate and providing acquisition, development, financing, property management, leasing and disposition services for over
over 3859 years. Hines provides real estate investment and management services to numerous investors and partners including pension
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plans, domestic and foreign institutional investors, high net worth individuals and retail investors. Hines is indirectly owned and controlled
controlled by Gerald D. Hines and his son Jeffrey C. Hines. As of Juse30:December 31, 2015, Hines had approximately $8789 billion in
assets under management, which included approximately 543 billion in assets that Hines managed as a fiduciary, including HMS Income
Fund's assets, and included approximately 54447 billion for which Hines provided third-party property management services. This portfolio
portfolio represents assets owned by Hines, its affiliates and numerous third-party investors, including pension plans, domestic and foreign
foreign institutional investors, high net worth individuals and retail investors as well as assets Hines serves in an investment management
role as a fiduciary, regardless of equity participation. Please see “Investment Objective and Strategies — About Our Sponsor” for more
information regarding Hines,
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Plan of Distribution

We are offering on a continuous basis up to $1,500,000,000 worth of shares of our common stock in this Offering. Our Dealer Manager is
not required to sell any specific number or dollar amount of shares but will use its best efforts to sell the shares offered. The minimum
permitied purchase by a single subscriber is $2,500 in shares of our common stock. Subject to the requirements of stale securities regulators
with respect to sales to residents of their states, there is no minimum number of shares required to be sold in this Offering,
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We held our initial closing under the Initial Offering on September 17, 2012, and currently conduet closings on a weekly basis. All
subscription payments are placed in a segregated interest-bearing account and held in trust for our subscribers” benefit, pending release to us
at the next scheduled weekly closing. We currently offer shares of our common stock on a continuous basis to the extent that our NAV per
share increases, we will sell shares of our common stock at a price necessary to ensure that shares of our common stock are not sold at a
price per share, after deduction of selling commissions and Dealer Manager fees, that is below our NAV per share . In the event of a
material decline in our NAV per share which we deem to be non-temporary, and that results in a 2.5% or higher decrease of our NAV per
share below our then-current net offering price, and subject to certain other conditions, we will reduce our offering price accordingly.

Beecause the price per share of our common stock may change, persons who subscribe for shares in this Offering must submit subseriptions
for a fixed dollar amount rather than for a number of shares and, as a result, may receive fractional shares of our common stock. Promptly
following any adjustment to the offering price per share, we will file a prospectus supplement with the SEC disclosing the adjusted offering
price, and we will also post the updated information on our website at www: HinesSecurities.com. Information contained on our website is
not incorporated by reference into this prospectus, and you should not consider that information to be part of this prospectus.

The following table summarizes adjustments we have made to our per share public offering price and the closing date on which such
adjustments were effective,

First Effective Closing Date  Per Share Public Offering Price

June 4, 2012 5 10,00
January 15, 2015 s 9.75
May 7, 2015 s 990
October 8, 2015 S 9,70
November 12, 2015 s 9.55
January 1, 2016 s 9,00
January 21, 2016 b .80
February 4, 2016 § 8.60
February 18, 2016 5 £.50
March 24, 2016 by .60
April 21, 2016 5 8.70
May 5, 2016 5 8.80
July 28, 2016 § 8.90

Suitability Standards

Pursuant to applicable state securities laws, shares of common stock offered through this prospectus are suitable only as a long-term
investment for persons of adequate financial means who have no need for liquidity in this investment, There is no public market for the
shares, nor is one expected to develop, which means that it will be difficult for stockholders to sell their shares. As a result, we have
established suitability standards that require investors to have either (i) a net worth (not including home, furnishings, and personal
awtomobiles) of at least $70,000 and an annual gross income of at least $70,000, or (ii) a net worth {not including home, furnishings, and
personal automobiles) of at least $250,000, Our suitability standards also require that a potential investor (1) be positioned to reasonably
benefit from an investment in shares of our common stock based on such investor’s overall investment objectives and portfolio structuring;
(2} be able to bear the economic risk of the investment based on the prospective stockholder’s overall financial situation; and (3) have an
apparent understanding of (a) the fundamental risks of the investment, (b) the risk that such investor may lose his or her entire investment,
() the lack of liquidity of the shares, (d) the background and qualifications of our Advisers and (e) the tax consequences of the investment.
Certain states impose heightened suitability standards on investors in those jurisdictions. For additional information, see “Suitability
Standards.”

How to Subscribe

Investors who meet the suitability standards described in this prospectus may purchase shares of our common stock. Investors seeking to
purchase shares of our common stock should proceed as follows:

+ Read this entire prospectus and all appendices and supplements accompanying this prospectus.

+  Complete the execution copy of the subscription agreement. A specimen copy of the subscription agreement, including
instructions for completing it, is included in this prospectus as Appendix A.

+ Deliver a check for the full purchase price of the shares of our common stock being subscribed for along with the completed
subscription agreement to the selected broker-dealer. You should make your check payable to “*HMS Inceme Fund, Inc.” You must




must initially invest at least $2,500 in shares of our common stock to be eligible to participate in this Offering. Any purchases
thereafter must be at least $500, except for purchases made pursuant to our distribution reinvestment plan.

+ By executing the subscription agreement and paying the total purchase price for the shares of our common stock subseribed for,
each investor attests that he or she meets the suitability standards as stated in the subscription agreement and agrees to be bound
by all of its terms.

All subscription proceeds are placed in a segregated interest-bearing account and held in trust for our subscribers’ benefit pending
acceptance of subscriptions and closing the sale and issuance of shares. We accept subscriptions and admit new stockholders at weekly
closings. Subscriptions are effective only upon our acceptance, and we reserve the right to reject any subscription in whole or in part.
Subseriptions will be accepted or rejected within 30 days of receipt by us and, if rejected, all funds shall be retumned to subscribers without
interest and without deduction for any expenses within ten business days from the date the subscription is rejected. We are not permitted to
accept a subscription for shares of our common stock until at least five business days after the date you receive the final prospectus. In
addition, certain states may require us to sell a minimum number or dollar amount of shares prior to selling shares to residents of those
states,

An approved trustee must process and forward to us subscriptions made through IRAs, Keogh plans and 401(k) plans. In the case of
investments through IRAs, Keogh plans and 401(k) plans, we will send the confirmation and notice of our acceptance or rejection to the
trustee,

Use of Proceeds

We intend to use the net proceeds from this Offering to make investments in accordance with our investment objective and strategies
described in this prospectus or any prospectus supplement, to make investments in marketable securities and idle funds investments, which
may include investments in secured intermediate term bank debt, rated debt securities and other income producing investments, to pay our
operating expenses and other cash obligations, and for general corporate purposes. Our ability to achieve our investment objective may be
limited to the extent that theany net stock offering proceeds-fromthe Offerng, pending full investment, are held in interest-bearing deposits
or other short-term instruments,

Credit Facilities

On March 11, 2014, we entered into a $70 million senior secured revolving credit facility (the "Capital One Credit Facility") with Capital
One, National Association ("Capital One"™), as the administrative agent, and with Capital One and the other banks (collectively, the
"Lenders"). The Capital One Credit Facility has subsequently been amended on multiple occasions, most recently on May 29, 20135,
increasing the revolver commitments to $125 million, with an accordion provision allowing borrowing capacity to increase to S150 million.
Borrowings under the Capital One Credit Facility bear interest, subject to the Company’s ¢lection, on a per annum basis equal to (i) the
adjusted LIBOR rate plus 2.75% or (ii) the base rate plus 1.75%. The base rate is defined as the higher of {a) the prime rate or (b) the
Federal Funds Rate (as defined in the credit agreement) plus 0.5%. The adjusted LIBOR rate is defined in the credit agreement for the
Capital One Credit Facility as the one-month LIBOR rate plus such amount as adjusted for statutory reserve requirements for Eurocurrency
liabilities. As of Sepiember 302015 March 31, 2016, the one-month LIBOR rate was 0.20,4%. We pay an annual unused commitment fee
of 01.25% on the unused revolver commitments if more than 50% of the revolver commitments are being used and an annual commitment
fee of 0.375% on the unused revolver commitments if less than 50% of the revolver commitments are being used. The Capital One Credit
Facility has a three-year term, maturing March 11, 2017, with two one-year extension options, subject to approval of the Lenders.

The Capital One Credit Facility, as amended, permits the creation of certain "Structured Subsidiaries,” which are not guarantors under the
the Capital One Credit Facility and which are permitted to incur debt outside of the Capital One Credit Facility. Borrowings under the
Capital One Credit Facility are secured by all of our assets, other than the assets of the Structured Subsidiaries, as well as all of the assets,
and a pledge of equity ownership interests, of any future subsidiaries of the Company (other than Structured Subsidiaries), which would be
be joined as guarantors. The credit agreement for the Capital One Credit Facility contains affirmative and negative covenants usual and
customary for credit facilities of this nature, including: (i) maintaining an interest coverage ratio of at least 2.0 to 1.0 (ii) maintaining an
asset coverage ratio of at least 2,25 to 1.0 and (iii) maintaining a minimum consolidated tangible net worth, excluding Structured
Subsidiaries, of at least $50 million. Further, the Capital One Credit Facility contains limitations on incurrence of other indebtedness (other
(other than by Structured Subsidiaries), limitations on industry concentration, and an anti-hoarding provision to protect the collateral under
under the Capital One Credit Facility. Additionally, we must provide information to Capital One on a regular basis, preserve our corporate
corporate existence, comply with applicable laws, including the 1940 Act, pay obligations when they become due, and invest the-any stock
stock offering_proceeds-ef the-Offering in accordance with our investment objectives and strategies (as set forth in the Capital One Credit
Credit Facility). Further, the credit agreement contains usual and customary default provisions including: (i) a default in the payment of
interest and principal; (ii) insolvency or bankruptey of the Company; (iii) a material adverse change in our business; or (iv) breach of any
covenant, representation or warranty in the loan agreement or other eredit documents and failure to cure such breach within defined periods,
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periods. Additionally, the Capital One Credit Facility requires us to obtain written approval from the administrative agent prior to entering
entering into any material amendment, waiver or other modification of any provision of the Investment Advisory Agreement. As of
September302005March 31, 2016 and December 31, 2044201 5, we were not aware of any instances of noncompliance with covenants
related to the Capital One Credit Facility.

On June 2, 2014, our wholly owned Subsidiary, HMS Funding I LLC, a Delaware limited liability company {"HMS Funding"), entered into
acredit agreement (the "Deutsche Bank Credit Facility™) among HMS Funding, as borrower, the Company, as equityholder and as servicer,
Deutsche Bank AG, New York Branch ("Deutsche Bank"), as administrative agent, the financial institutions party thereto as lenders
(together with Deutsche Bank, the "HMS Funding Lenders"), and U.S. Bank National Association (the "Collateral Agent™), as collateral
agent and collateral custodian. The Deutsche Bank Credit Facility provided for an initial borrowing capacity of $50 million, subject to
certain limitations, including limitations with respect to HMS Funding's investments, as more fully described in the Deutsche Bank Credit
Facility.

The Deutsche Bank Credit Facility was amended and restated on May 18, 2015 and subsequently has been amended on multiple occasions,
most recently on September 232045 February Y, 2016, increasing the revolver commitments to $360:0385,0 million. We contribute certain
assets to HMS Funding from time to time, as permitted under our Capital One Credit Facility, as collateral to secure the Deutsche Bank
Credit Facility. Under the Deutsche Bank Credit Facility, interest is calculated as the sum of the index plus the applicable margin of 2.50%.
If the Deutsche Bank Credit Facility is funded via an asset backed commercial paper conduit, the index will be the related commercial
paper rate; otherwise, the index will be equal to one-month LIBOR. As of September30.2045:March 31, 2016, the one-month LIBOR rate
was 8:20.4%. The Deutsche Bank Credit Facility provides for a revolving period until December 16, 2017, unless otherwise extended with
the consent of the HMS Funding Lenders, The amortization period begins the day after the last day of the revolving period and ends on
June 16, 2020, the maturity date. During the amortization period, the applicable margin will increase by 0.25%. During the revolving
period, HMS Funding will pay a utilization fee equal to 2.50% of the undrawn amount of the required utilization, which is 75% of the loan
commitment amount. HMS Funding will incur an undrawn fee equal to 0.40% of the difference between the aggregate commitments and
the outstanding advances under the facility, provided that the undrawn fee relating to any utilization shortfall will not be payable to the
extent that the utilization fee relating to such utilization shortfall is incurred. Additionally, per the terms of a fee letter executed on May 18,
2015, HMS Funding will pay Deutsche Bank an administrative agent fee of 0.25% of the aggregate revolver commitments,

HMS Funding's obligations under the Deutsche Bank Credit Facility are secured by a first priority security interest in its assets, including
all of the present and future property and assets of HMS Funding. The Deutsche Bank Credit Facility contains affirmative and negative
covenants usual and customary for credit facilities of this nature, including maintaining a positive tangible net worth, limitations on
industry concentration and complying with all applicable laws. The Deutsche Bank Credit Facility contains usual and customary default
provisions including: (i) a default in the payment of interest and principal; (i) insolvency or bankruptcy of the Company; (iii) the
occurrence of a change of control; or (iv) any uncured breach of a covenant, representation or warranty in the Deutsche Bank Credit
Facility. As of September 30.2045March 31, 2016 and December 31, 2044:2015, we are not aware of any instances of noncompliance with
covenants related to the Deutsche Bank Credit Facility.

As of September 302045 March 31, 2016, we had $385:065.0 million outstanding and $26:050,0 million available under our Capital One
Credit Facility, and approximately $290.0330.0 million outstanding and $70.055.0 million available under the Deutsche Bank Credit
Facility, both of which we estimated appmxlmat:,d fa]rvalun. and subj(:i.l. to certain Ilmltal ions and thl. amt u.uvcragc m:.tnctmns und(:r the
1940 Act. As of December 31, 2044
C;ﬁili I m:ﬂlty and appm\mmelv’_i.‘}j tmillion uui-\tandmaami h:ﬂ i} malhm:— d»arlahieu;ﬁder the Deutq_he Bank Credat b auilly Im{hol

neb%\ber-ﬁ-i—m-l-uw-lmmu 15, we had 'ippmxumlcl}' S105.0 million mtlstnndmg smd £20.0 mll]lon avallablc under our Capnml One
Credit Facility, and approximately $275.0 million outstanding and $85.0 million available under the Deutsche Bank Credit Facility, both of
which we estimated approximated fair value and subject to certain limitations and the asset coverage restrictions under the 1940 Act.

Asa BDC, we generally are required to meet a coverage ratio of total assets to total borrowings and other senior securities, which include
all of our borrowings and any preferred stock that we may issue in the future, of at least 200%. Stated differently, the amount of our total
borrowings and other senior securities as a percentage of our total assets cannot exceed 50%. Ifthis ratio declines below 200%, we cannot
incur additional debt and could be required to sell a portion of our investments to repay some debt when it is disadvantageous to do so. For
more information regarding the risks related to our use of leverage, see “Risk Factors - Risks Related to BusinessBDeveloprent
CompamniesBDCs™ and “Risk Factors - Risks Relating to Debt Financing.”

Share Repurchase Program

During the term of this Offering, we do not intend to list our shares on a securities exchange, and we do not expect there to be a public
market for such shares. As a result, if you purchase shares of our common stock, your ability to sell your shares will be limited.




Our board of directors has authorized a share repurchase program pursuant to which we imtend to conduct quarterly tender offers to allow
our stockholders to sell their shares back to us. Tender offers will be conducted in accordance with Rule 13e-4 under the Securities
Exchange Act of 1934, as amended (the "Exchange Act"), and we expect the closing date of each tender offer to be during the last weeks of
March, June, September and December, subject to weekends and holidays. Tender offers will be made ata price per share equal to the NAV
per share, as determined by us within 48 hours prior to the repurchase date. Our share repurchase program includes numerous restrictions
that limit your ability to sell your shares.

Unless our board of directors determines otherwise, we will limit the number of shares we repurchase (i) in any calendar year to the
proceeds we receive from the sale of shares of our commeon stock under our distribution reinvestment plan during the trailing four quarters
and (ii) in any calendar quarter to 2.5% of the weighted average number of shares of common stock outstanding during the trailing four
quarters, See “Distribution Reinvestment Plan.” At the sole discretion of our board of directors, we may also use cash on hand, cash
available from borrowings and cash from liquidation of investments to repurchase shares. Under our share repurchase program, you may
tender all of the shares of our common stock that you own.

To the extent the number of shares of our common stock tendered to us exceeds the number of shares we have offered to repurchase in any
particular tender offer, we will repurchase shares on a pro rata basis. Moreover, we will have no obligation to repurchase shares if the
repurchase would violate the 1940 Act, or restrictions imposed by Maryland law, which prohibits distributions that would cause a
corporation to fail to meet statutory tests of solvency. The foregoing limitations and restrictions may prevent us from accommodating all
repurchase requests made inany year.

Tender offers to repurchase our shares will only be conducted when our board of directors determines it is in our best interests to repurchase
shares of our common stock. Factors the board of directors are expected to consider include:

+  the effect of such repurchases on our qualification as a RIC (including the consequences of any necessary asset
+  thieliguidity of our assets (including fees and costs associated with disposing of assets);

+ our investment plans and working capital requirements;

+ the relative economies of scale with respect to our size;

= our history in repurchasing shares or portions thereof; and

+ the condition of the securities markets,

There is no assurance that our board of directors will exercise its discretion to continue to offer to repurchase shares or that there will be
sufficient funds available to accommodate all of our stockholders” requests for repurchase. As a result, we may repurchase less than the full
amount of shares that you request to have repurchased. 1f we do not repurchase the full amount of your shares that you have requested to be
repurchased, or we determine not to make repurchases of our shares, you will likely not be able to dispose of your shares, even if we under-
perform. Any periodic repurchase offers will be subject in part to our available cash and compliance with the RIC qualification and
diversification rules and the 1940 Act. Stockholders will not pay a fee to us in connection with our repurchase of shares under the share
repurchase program.

The following table summarizes the tender offers that the Company has conducted to date through Becember31-2005 August 11, 2016,

Percentage of Shares

For The Quarter Shares Tendered That Were Repurchase Aggregate Consideration for
Ended Repurchase Date  Repurchased Repurchased Price Per Share Repurchased Shares
September 30, 2013 — — — %% — 3 —
December 31, 2013 December 31, 2013 395.00 100%% BED S 3,512
March 31, 2014 March 31, 2014 1,666.67 100%5 BES S 14,750
June 30, 2014 June 30, 2014 9,763.27 100%3 3878 86,600
September 30, 2014 September 30, 2014 6,092.90 100%3 BE2 S 53,739
December 31,2014 December 17, 2014 340.00 100%% 851% 2,893
March 31, 2015 March 25, 2015 3384199 100%% 554 % 289,011
June 30, 2015 June 24, 2015 52,799.32 100%:% 8BTS 459,882
September 30, 2015 September 23, 2015 52,164.95 100%% AR § 696,759
December 31,2015 December 23, 2015 191,533.70 100%% TEE S 1,508,286
March 31,2016 March 30, 2016 200,508.2] 1008 162 § 1,527,873
June 30,2016 June 23, 2016 639,680.22 100%:5 181 % 4,997,463




See “Description of Our Securities — Limited Repurchase Rights™ and “Share Repurchase Program.”
Liguidity Strategy

Our shares of common stock have no preemptive, exchange, conversion or redemption rights and are freely transferable, except where their
transfer is restricted by federal and state securities laws or by contract. We do not currently intend to list our shares on an exchange and do
not expect a public trading market to develop for the shares in the foreseeable future. Because of the lack of a trading market for our shares,
stockholders may not be able to sell their shares promptly or at a desired price. Furthermore, shares transferred by investors may be
transferred at a discount to our current NAV per share. We intend to explore a potential liquidity event for our stockholders between four
and six years following the end of our offering period of this Offering. However, we may explore or complete a liquidity event sooner or
later than that time period. We expect the Offering to terminate on or before the third (3rd) anniversary of the effectiveness date of the
registration statement of which this prospectus forms a part.

We may determine not to pursue a liquidity event if we believe that then-current market conditions are not favorable for a liquidity event
and that such conditions will improve in the future, A liquidity event could include (1) the sale of all or substantially all of our assets either
on a complete portfolio basis or individually followed by a liquidation, (2) a listing of our shares on a national securities exchange, or(3)a
merger or another transaction approved by our board of directors in which our stockholders will receive cash or shares of a publicly traded
company. While our intention is to explore a potential liquidity event between four and six years following the completion of our offering
period, there can be no assurance that a suitable transaction will be available or that market conditions for a liquidity event will be favorable
during that timeframe. See “Risk Factors — Risks Relating to the Offering and Our Common Stock.”

Prior to the completion of a liquidity event, if any, our share repurchase program may provide a limited opportunity for you to have your
shares of common stock repurchased, subject to certain restrictions and limitations, at a price which may reflect a discount from the
purchase price you paid for the shares being repurchased. See “Share Repurchase Program™ for a detailed description of our share
repurchase program.

Investment Advisory Fees

Under our Investment Advisory Agreement, we pay our Adviser a fee for its services consisting of two components — a management fee
and an incentive fee. The Sub-Advisory Agreement provides that our Sub-Adviser will receive 50% of all fees payable 1o HMS Adviser
under the Investment Advisory Agreement. The management fee is calculated at an annual rate of 2.0% of our average gross assets. The
management fee is payable quarterly in arrears, and is calculated based on the average value of our gross assets at the end of the two most
recently completed calendar quarters. The term “gross assets™ means total assets of the Company as disclosed on the Company’s balance
sheet. "Average gross assets” are calculated based on the Company's gross assets at the end of the two most recently completed calendar
quarters.

The incentive fee consists of two parts. The first part, which we refer to as the subordinated incentive fee on income, is calculated and
payable quarterly in arrears based on our pre-incentive fee net investment income for the immediately preceding quarter. The subordinated
incentive fee on income is equal to 20% of our pre-incentive fee net investment income for the immediately preceding quarter, expressed as
aquarterly rate of return on adjusted capital at the beginning of the most recently completed calendar quarter, exceeding 1.875% (or 7.5%
annualized), subject to a “catch up” feature. For purposes of this fiee, adjusted capital means cumulative gross proceeds generated from
sales of our common stock (including proceeds from our distribution reinvestment plan) reduced for non-liquidating distributions, other
than distributions of profits, paid to our stockholders and amounts paid for share repurchases pursuant to our share repurchase program.

The second part of the incentive fee, referred to as the incentive fee on capital gains, is an incentive fee on realized capital gains earned
from our portfolio and is determined and payable in arrears as of the end of each calendar year (or upon termination of the Investment
Advisory Agreement). This fee equals 20.0% of our incentive fee capital gains, which is equal to our realized capital gains on a cumulative
basis from inception, calculated as of the end of each calendar year, computed net of all realized capital losses and unrealized capital
depreciation on a cumulative basis, less the aggregate amount of any previously paid capital gain incentive fees. See “Investment Advisory
and Administrative Services Agreement — Advisory Fees” for a description of the investment advisory fees payable to our Advisers
pursuant to such agreements.

Management and Incentive Fee Waiver

We and our Adviser have entered into two expense support and conditional reimbursement agreements (as amended from time to time, the
the 2013 and 2014 Expense Reimbursement Agreements™), pursuant to which our Adviser could pay us up to 100% of our operating
expenses through December 31, 2014 (an “Expense Support Payment™) in order to achieve a reasonable level of expenses relative to our
investment income (the “Operating Expense Objective™), Our board of dirgctors, in its sole discretion, may approve the repayment of
unreimbursed Expense Support Payments (a “Reimbursement Payment™) upon a determination by the board of directors that we have
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aihieved. the Operati ense Objective in any quarter followigg_gur quem t of an Expense Support Payment. We may make any

i

(as amended from time to time, the “Conditional Fee Waiver
Agreement”), pursuant to which our Advisers could waive certain fees through December 31, 2015 upon the occurrence of any event that,
in_our Advisers'sole discretion, causes such waivers to be deemed necessary. The previously waived fees are potentially subject to
repayment by the Company, if atall, within a period not to exceed three years from the date of cach respective fee waiver,

Qn—b.d-ay—]-l-—m-lé—wew': and our Advisers have entemd mto a conditional i income. incentive fee waiver agreement and-subsequent

3 , pursuant to which, for a period from hane42042-10
Beeember—}l—m&.mnumﬂ 2016 through June 30, 2016, our Advisers could waive atbfeesthe “subordinated incentive fee on income,”
as. suc]l term is deﬁned in the ]nvesrmem A;dvmorg égg ement, upon the occurrence ofan}r event that, in ourAdwsers wole discretionis

3 _E!
anm:ma.ar waived base management fees or incentive fees under certain circumstances. The previously waived fees are potentially
subjecl to repayment hy us, 1far a]l wnhm a penod not to exceed lh:ree years ﬁ'om the date ofeach respeclwe fee waiver. We-da—ml
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Reimbursement of previously waived fees will only be permitted with the approval of our board of directors and if our operating expense
ratio is equal to or less than our operating expense ratio at the time the corresponding fees were waived and if the annualized rate of regular
cash distributions to stockholders is equal to or greater than the annualized rate of the regular cash distributions at the time the
corresponding fees were waived.




fees-onincome of 5155.000-and 30 respectively-more information on our fiee waivers and expense reimbursements, see the section entitled
itled * . feora o dtnd i ent - Management and licentive Fee Waiver” included elsewhere in this




Agreerment gind the 2004 Expense Reimbursement Agreement will be made i accordance with and subject to the Fee Waiver Amendment.

Administration

UaderPursuant to the Investment Advisory Agreement and Sub-Advisory Agreement, we are required to pay or reimburse the Advisers for
administrative services expenses, which include all costs and expenses related 1o the-Company'sour day-to-day administration and
management of the Company not related to advisory services. The Advisers do not earn any profit under their provision of administrative

services to the Company.

reimbursement of administrative services expenses is not subject to future reimbursement.Fa-the-Frture —we-mav-decideto-enter intea
sePaRFate-admin AtCHE-BOFeeiie i aifiliates o "-"" i Hedl-par -=.' ¥

Conflicts of Interest

Our Advisers and certain of their affiliates may experience certain conflicts of interest in connection with the management of our business
affairs, including the following:

+  QurAdvisers and their respective affiliates must allocate their time between advising us and managing other investment activities
and business activities in which they may be involved, including, with respect to the Sub-Adviser, Main Street’s ordinary day-to-
day business of operating a publicly-traded BDC, and, with respect to the Adviser, certain programs sponsored by affiliates of
HMS Adviser, as well as certain programs that may be sponsored by such affiliates in the future;

+  The compensation payable by us to our Advisers and other affiliates has been approved by our board of directors consistent with
the exercise of the requisite standard of care applicable to directors under Maryland law. Such compensation is payable, in most
cases, whether or not our stockholders receive distributions and may be based in part on the value of assets acquired with
leverage;

+  Regardless of the quality of the assets acquired, the services provided to us or whether we pay distributions to our stockholders,
our Advisers are entitled to receive compensation pursuant to the Investment Advisory Agreement and the Sub-Advisory
Agreement;

+  Except for certain restrictions on the Advisers set forth in the Sub-Advisory Agreement, our Advisers and their respective affiliates
are not restricted from forming additional investment funds, from entering into other investment advisory relationships or from
engaging in other business activities, even though such activities may be in competition with us and/or may invelve substantial
time and resources of our Advisers and their affiliates;




+  Tothe extent permitted by the 1940 Act and SEC staff interpretations, our Advisers may determine it is appropriate for us and one
or more other investment accounts managed by Main Street to participate in an investment opportunity. We, Main Street and
certain of our respective affiliates have received exemptive relief allowing us to co-invest with Main Street pursuant to a specific
investment program and subject to certain conditions. These co-investment opportunities may give rise to conflicts of interest or
perceived conflicts of interest among us and the other participating parties; and

+ Since Hines Securities, Inc., our Dealer Manager, is an affiliate of our Adviser, you will not have the benefit of an independent due
diligence review and investigation of the type normally performed by an independent underwriter in connection with the offering
of securities.

Reports to Stockholders

Within 60 days after the end of the first three fiscal quarters, we will distribute our quarterly report on Form 10-Q to all stockholders of
record. In addition, we will distribute our annual report on Form 10-K to all stockholders of record within 120 days after the end of each
fiscal year. Both our quarterly reports on Form 10-Q and our annual reports on Form 10-K are available on our website at
wiww, HinesSecurities, comy/bdes/lims-income-fund within 45 days of the end of each fiscal quarter and within 90 days of the end of each
fiscal year, as applicable. These reports are also available at the Public Reference Room of the SEC at 100 F Street, N.E., Washington, D.C.
20549, You may obtain_information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330, The SEC
maintains an Internet site that contains reports, proxy and information statements and other information filed electronically by us with the
SEC, which are available on the SEC’s website at wwweseegovitipfww.sec. gov. Copies of these reports, proxy and information
statements and other information may be obtained, afier paving a duplicating fee, by electronic request at the following e-mail address:
publicinfofrsec.gov, or by writing the SEC’s Public Reference Section, 100 F Street, N.E., Washington, D.C, 20549,

Distributions

Subject to our board of directors’ discretion and applicable legal restrictions, our board of directors intends to authorize and we intend to
declare ordinary cash distributions quarterly and pay such distributions on a monthly basis. We calculate each stockholder’s specific
distribution amount for the month using daily record dates, and your distribution will begin to accrue at a daily distribution rate on the date
we accept your subscription for shares of our common stock. Distributions are generally paid on the first business day following the
completion of éach month to which they relate,

The following table reflects the distributions per share that we have declared on shares of our common stock to date.

Date Declared Record Date Daily Per Share Rate!"!
May 31, 2012 June 1, 2012 - June 30, 2012 3 000191781
June 29, 2012 July 1, 2002 - September 30, 2012 5 000191781
September 28, 2012 October 1, 2002 - December 31, 2012 i 000191781
December 18, 2012 January 1, 2013 - March 31, 2013 3 000191781
March 25, 2013 April 1, 2013 - June 30, 2013 $ 000191781
June 27, 2013 July 1, 2013 - September 30, 2013 3 000191781
September 27, 2013 October 1, 2013 - December 31, 2013 5 000191781
December 19, 2013 January 1, 2014 - March 31, 2014 & 000191781
March 25, 2014 April 1, 2014 - June 30, 2014 s 000191781
June 24, 2014 July 1, 2014 - September 30, 2014 & 000191781
September 23, 2014 Cetober 1, 2014 - December 31, 2014 3 000191781
December 18, 2014 January 1, 2015 - March 31,2015 3 000191781
March 24, 2015 Aprl I, 2015 - June 30, 2015 5 000191781
June 25, 2015 July 1, 2015 o September 30, 2015 § 000191781
September 24, 2015 October 1, 2015 - December 31, 2015 3 000191781
December 17, 2015 January 1, 2016 - March 31,2016 5 000191781
March 23, 2016 April 1, 2016 = June 30, 2016 & 000191781
Jung 23, 2016 July 1, 2016 =  September 30, 2016 ] 0.00191781

(1) The daily per share distribution rate represents an annualized distribution yield of 7.00% based on the original offering price of $10.00 per share or
an annualized distribution rate of 7337.87% based on the current offering price of $9:55:8.90, if it were maintained every-day for a twelve-month

period.

For the period from January 1, 20442015 through December 31, 2044.90.512013, 99.68% of our distributions declared willbewere taxable
to the investor as ordinary income and 0:490,32% will-bewere treated as long-term capital gain for U.S. federal income tax purpose.




In addition, on September 13, 2012, our board of directors declared a special stock dividend of approximately 2.25 shares of our common
stock per 100 shares of common stock. The stock dividend was issued on September 14, 2012 to stockholders of record on September 13,
2012, The purpose of this action was to ensure that our NAV per share did not exceed our current offering price, after deduction of selling
commissions and Dealer Manager fees, as required by the 1940 Act.

We may fund our cash distributions from any sources of funds legally available, including stock offering proceeds—from-this Offering,
borrowings. net investment income from operations, capital gains proceeds from the sale of assets, non-capital gains proceeds from the sale
of assets, dividends or other distributions paid to us on account of preferred and common equity investments in portfolio companies and fee
waivers from our Advisers, We have not established limits on the amount of funds we may use from available sources to make distributions,
In addition, a portion of the distributions that we pay in the future may be funded as a result of the conditional-fee- waiver agreement-with
aurAdviserConditional Fee Waiver Agreement, which fee waivers may be subject to repayment by us within three years from the date that
each respective fee waiver was made. The purpose of this arrangement is to avoid such distributions being characterized as returns of
capital for purposes of ULS. federal income tax. For the distributions declamd dunng the y'e.ar ended DecemberS], 2{114 202015, 8% of
such amount was funded by fee-waivers of incentive fees pursuant to the
supper-paymentsfromenrAdviserConditional Fee Waiver Agreement. We may still have distributions which could be characterized as a
return of capital for tax purposes. You should understand that any such distributions are not entirely based on our investment performance
and can only be sustained if we achieve positive investment performance in future periods and‘or our Adviser continues to waive fees under
the eonditionalFee-waiveragreementConditional Fee Waiver Agreement. You should also understand that any future reimbursements to our
Advisers will reduce the distributions that you would otherwise receive. There can be no assurance that we will achieve the performance
necessary to sustain our distributions or that we will be able to pay distributions at all. We may, for the foreseeable future, pay a portion of
our distributions from sources other than net realized income from operations, which may include stock offering proceeds, borrowings, fee
and expense waivers from our Advisers and support payments from the Adviser,

Our distributions may exceed our earnings, especially during the period before we have substantially invested the stock offering proceeds
from-this-Offering. As a result, a portion of the distributions we make may represent a return of capital for U.S. federal income tax
purposes. A return of capital is a return of your investment rather than earnings or gains derived from our investment activities.
Stockholders will not recognize tax on a distribution consisting of a return of capital, however, the tax basis of shares must be reduced by
the amount of any return of capital distributions. Any return of capital will result in an increase in the amount of any taxable gain (or a
reduction in any deductible loss) on a subsequent disposition of such shares. See “Material ULS, Federal Income Tax Considerations.” We
have not established any limit on the extent to which we may use borrowings, if any, or stock offering proceeds-from-this- Ofering to fund
distributions (which may reduce the amount of capital we ultimately invest in assets). There can be no assurance that we will be able to
sustain distributions at any particular level or at all.

Distribution Reinvestment Plan

We have adopted an “opt in™ distribution reinvestment plan pursuant to which you may elect to have the full amount of your cash
distributions reinvested in additional shares of our common stock. For example, if our board of directors authorizes, and we declare, a cash
distribution, then if you have “opted in” to our distribution reinvestment plan you will have your cash distributions reinvested in additional
shares of our common stock, rather than receiving the cash distributions. Your reinvested distributions will purchase shares at a price equal
to the current price that shares are sold in the Offering on such date minus the sales load. In the event that this Offering is suspended or
terminated, then the reinvestment purchase price will be the NAV per share. See “Distribution Reinvestment Plan™ and “Risk Factors —
Federal Income Tax Risks.™

Taxation

We have elected to be treated for U.S. federal income tax purposes as a RIC under Subchapter M of the Code. We intend to annually qualify
qualify as a RIC. As a RIC, we generally will not have to pay corporate-level U.S. federal income taxes on any ordinary income or capital
capital gain that we distribute to our stockholders from our taxable earnings and profits. Even if we qualify as a RIC, we generally will be
subject to corporate-level U.S. federal income tax on our undistributed taxable income and could be subject to U.S. federal excise, state,
local and foreign taxes. To obtain and maintain our RIC tax treatment, we must meet specified source-of-income and asset diversification
requirements and distribute annuallyeach taxable year dividends of an amount generally at least equal to 90% of the sum of our ordinary
income and net short-term capital gain in excess of net long-term capital loss, ifanyor "investment company taxable income,” determined
determined without regard for any deduction for dividends paid. Depending on the amount of taxable income earned in a tax year in excess
excess of distributions, we may choose to spill-over taxable income in excess of current year distributions into the next tax year and pay a
a4% excise tax on such income in excess of distributions. Any such spill-over taxable income must be distributed through a distribution
declared prior to fiking the-finalthe earlier of eight-and-one-half months afier the close of the taxable vear in which such taxable income was
was generated or the timely filing of the U.S. federal income tax return related to the tax year in which generated such taxable income was
was generated. See “Material U.S. Federal Income Tax Considerations.” For the nine months ended September 30, 2015, we did not acerue
acerue an amount for any excise tax on the Company's estimated spillover taxable income,
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Corporate Information

Qur principal executive offices are located at 2800 Post Oak Boulevard, Suite 5000, Houston, Texas 77056-6118. We maintain a website at
www.HinesSecurities.com. Information contained on our website is not incorporated by reference into this prospectus, and you should not
consider that information to be part of this prospectus,

FEES AND EXPENSES

The following table is intended to assist you in understanding the fees and expenses that an investor in this Offering 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 “you,” “us” or “HMS Income
Fund, Inc.,” or that “we” will pay fees or expenses, stockholders will indirectly bear such fees or expenses as investors in us.




Stockholder Transaction Expenses:

Expenses (as a percentage of offering price of shares)

Sales load to Dealer Manager'!) 10.00%
Offering expenses™® 1.50%
Distribution reinvestment plan expenses' —

Total stockholder transaction expenses 11.50%

Annual expenses (as a percentage of net assets attributable to common stock)™

Management fee!® 3083,01%
Incentive fees'® B320.65%
Interest payments on borrowed funds!™ +551.68%
Other expenses'™ 8:560.67 %
Total Annual Expenses™ 5:456.01%
Example

The following example demonstrates the projected dollar amount of total cumulative expenses that would be incurred over various
periods with respect to a hypothetical investment in shares of our common stock. In calculating the following expense amounts, we have
assumed our annual operating expenses would remain at the percentage levels set forth in the table above and that stockholders would
pay a selling commission of 7.00% and a Dealer Manager fee of 3.00% with respect to common stock sold by us in this Offering,

1 3 5 10
Year Years Years Years
You would pay the following expenses on a 31,000 investment, assuming a
5.00% annual return: SHe4170 262277 8350381 8§ 596632
You would pay the following expenses on a $1,000 investment, assuming a
5.00% annual retum from realized capital gains: SHI3NTR 528A300 5396417 0§ 636680

The example and the expenses in the tables above should not be considered a representation of our future expenses, and actual
expenses may be greater or less than those shown. While the example assumes, as required by the SEC, a 5.00% annual return, our
performance will vary and may result in a return greater or less than 5.00%. The subordinated incentive fee on income under our
Investment Advisory Agreement is unlikely to be material, assuming that the 5.00%% annual retum is generated entirely from investment
income. If the 5.00% annual return is generated partly or entirely from realized capital gains, an incentive fee on capital gains under the
Investment Advisory Agreement would likely be incurred. See “Investment Advisory and Administrative Services Agreement —
Advisory Fees” for information concerning incentive fees. If we achieve sufficient returns on our investments to trigger an incentive fee
on income of a material amount, both our distributions to our common stockholders and our expenses would likely be higher. In
addition, while the example assumes reinvestment of all distributions at NAV per share of common stock, participants in our distribution
reinvestment plan will receive a number of shares of our common stock, determined by dividing the total dollar amount of the
distribution payable to a participant by the most recent offering price, net of all sales load. In no event will the shares sold pursuant to
the distribution reinvestment plan be sold at a price that is below NAV per share of common stock. See “Distribution Reinvestment
Plan” for additional information regarding our distribution reinvestment plan. See “Plan of Distribution™ for additional information
regarding stockholder transaction expenses.

(1) Asshares are sold, you will pay a maximum sales load of 10.00% for combined selling commissions and Dealer Manager fees to
our Dealer Manager in accordance with the terms of the Dealer Manager agreement entered into between us and our Dealer
Manager. Our Dealer Manager will engage unrelated, third-party participating broker-dealers in connection with offering our
shares. In connection with the sale of shares by participating broker-dealers, our Dealer Manager will colleet 10.00% of the gross
proceeds as sales load and will generally pay participating broker-dealers 7.00% of the gross proceeds from their allocated sales as
aselling commission and retain 3.00% of the gross proceeds as a Dealer Manager fee. Our Dealer Manager may reallow a portion
of the Dealer Manager fees to participating broker-dealers, See “Plan of Distribution.”

{2) The maximum size of the Offering is $1.5 billion or 57068063 168,539,326 shares of common stock sold at the current offering
offering price of $9:35:8,90, The offering expense ratio of 1.50% is based on the assumption that we will raise $360:0200.0
million in gross proceeds, as a result of selling 37.722.5 million shares of common stock at the current offering price of $8.358.90
$9:558.90 per share, during the following twelve months. Based on this offering expense ratio, the offering expenses (including
due diligence expenses) incurred by the Company would be $5-43.0 million, or $6-440,13 per share of common stock. 1f we sold
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(3)
(]

(3)

(]

sold the maximum number of shares offered, or 157068062 168,539,326 shares of common stock, at the current offering price of
expenses) incurred by the Company would be $22.5 million, or $8-440,13 per share of common stock. Under our Investment
Advisory Agreement, our Adviser will be responsible for the payment of our organization and offering expenses to the extent they
they exceed 1.5% of the aggregate gross stock offering proceeds-#rom-the-Offering, without recourse against or reimbursement by
by us. Additionally, and in accordance with the terms of the Sub-Advisory Agreement, our Adviser and Sub-Adviser will share
equally all non-reimbursed organization and offering expenses in excess of $2 million, exclusive of sales and marketing costs
incurred by the Adviser and its affiliates. Assuming that the offering expenses do not exceed the stated ratio of 1.50% of the
aggregate gross stock offering proceeds—From-the-Dffering, our Advisers would not be responsible for the payment of any
organization and offering expenses.

The expenses of the distribution reinvestment plan are included in other expenses. See “Distribution Reinvestment Plan.”

Amount assumes we sell $360.0200.0 million worth of our common stock during the following twelve months and also assumes
we borrow funds equal to 50% of our net assets. Actual expenses will depend on the number of shares we sell in this Offering and
the amount of leverage we employ. Our expenses as a percentage of the offering price will increase proportionally to the extent we
raise less than $360.0200.0 million in the Offering, over the next twelve months, There can be no assurance that we will sell
$360:6200.0 million worth of our common stock in the next twelve months.

Our management fee is calculated at an annual rate of 2.00%, based on the average value of our gross assels, and is payable
quarterly in arrears. The term “gross assets” means total assets of the Company as disclosed on the Company's balance sheet.
"Average gross assets” are caleulated based on the Company's gross assets at the end of the two most recently completed calendar
quarters, See “Investment Advisory and Administrative Services Agreement.” If we finance a portion of our investments with
borrowed funds, our management fee in relation to our net assets would be higher because the management fee is calculated on
the basis of our gross assets (which includes any borrowings for investment purposes). This assumes that the value of net assets
does not change during the period to which this table pertains. Under the Sub-Advisory Agreement, our Adviser has agreed to pay
to the Sub-Adviser 50% of the fees our Adviser receives from us. Qur-Adviserhas-agreed-to-extend-the-term-of the fee-waiver

the subordinated mcentive fee on income for the period January b 2005 1o September 3002005 which our Sub-Adviser has

A o H o

200,000 1m-toial

wakved fees per quarter. | £he-total amaount conditionally reimbursed by-our Sub-Adviser in 2015 s Jess than

T

quarterof 2005 the difference between £ S0% of -Ihetfeee'.—waived-l-)y ourAdviser for 200 5 exchuding any previously reimbirsed

waiver-We estimate that over the following twelve months, no management fees will be waived. The expenses noted on the table
above do not contemplate reimbursement of any fees previously waived by our Advisers. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Overview — Base Management Feeand Incentive Fee, and
Administrative Services Expense Waiver and Expense Support and Conditional Reimbursement Agreement.”

The estimate for incentive fees assumes that incentive fees payable to our Advisers for the following twelve months will bear the
same percentage to average net assets as (i) the incentive fees for 20042015 ($454000.2.6 million, which were subsequently
waived by the Advisers, as reported in our 28442015 Form 10-K) bear to (ii) our average net assets for 20442015 ($442:6400.0
million, as reported inour 20442015 Form 10-K), which percentage is 8.320,65% for 2044.201 5, The percentage presented in the
fees and expenses table is based on the assumptions that we sell 5366:6200.0 million worth of our common stock during the
following twelve months, borrow funds equal to 50% of net assets (including such borrowed funds), and achieve average net
assets of approximately $£00.3719.0 million during such time. Actual results for 20452016 may differ materially from this
estimate.

The incentive fees are based on our performance and will not be paid unless we achieve certain goals. In the event that we were to
dispose of an investment and such disposition resulted in a capital gain, we may be required to pay the incentive fee on capital
gains, as discussed below. The incentive fees, if any, are divided into two parts:

(i) asubordinated incentive fee on income, calculated and payable quarterly in arrears, which, at a maximum, for any quarter in
in which our pre-incentive fee net investment income exceeds 1.875% of our adjusted capital (a rate of 7.5% per annum),
will equal 20% of the amount of our pre-incentive fee net investment income, expressed as a quarterly rate of return on
adjusted capital at the beginning of the most recently completed calendar quarter, subject to a catch-up feature, For purposes
purposes of this fee, adjusted capital means cumulative gross proceeds generated from sales of our common stock (including
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(8)

(9

Our Dealer Manager will receive compensation and reimbursement for services relating to this Offering, and we will compensate our
Advisers for the investment and management of our assets, The most significant items of compensation, fees, expense reimbursements and
other payments that we expect to pay to these entities and their affiliates are included in the table below. The selling commissions and
Dealer Manager fee may vary for different categories of purchasers. See “Plan of Distribution.” This table assumes the shares are sold
through distribution channels associated with the highest possible selling commissions and Dealer Manager fees. For illustrations of how
management fee, the subordinated incentive fee on income and the incentive fee on capital gains are calculated, see “Investment

the

(including proceeds from our distribution reinvestment plan) reduced for non-liquidating distributions, other than
distributions of profits, paid to our stockholders and amounts paid for share repurchases pursuant to our share repurchase
program; and

(1) anincentive fee on capital gains that will equal 20% of our incentive fee capital gains (defined as cumulative realized capital
pital ga q prtal ga p
gains less cumulative realized capital losses and unrealized capital depreciation), if any, less the aggregate amount of any
previously paid incentive fee on capital gains,

Once fully invested, we expect the incentive fees we pay to increase to the extent we earn greater interest income or generate
capital gains through our investments in portfolio companies. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Overview- — Base Management Fee;and Incentive Fee, and-Administrative Services Expense
Waiver and Expense Support and Conditional Reimbursement Agreement™ for more information concerning the eonditional-fee
waiveragreementConditional Fee Waiver Ayccmcnl and “Investment Advisory and Administrative Services Agreement —
Advisory Fees” for more information concerning the incentive fees.

We have and may continue to borrow funds to make investments, including before we have fully invested the proceeds of this
continuous Offering. To the extent that we determine it is appropriate to borrow funds to make investments, the costs associated
with such borrowing are indirectly borne by our investors. The figure in the table assumes we borrow for investment purposes an
amount equal to 50% of our net assets and that the average annual interest rate on the amount borrowed is approximately 3.00%.
The figure in the table also factors in the impact of the amortization of deferred financing fees, Our ability to incur leverage during
the following twelve months depends, in large part, on the amount of money we are able to raise through the sale of shares
registered in this Offering. We do not intend to issue preferred stock within a year of the effectiveness date of the registration
statement of which this prospectus forms a part,

Other expenses are based on a projection of expenses we expect to incur in connection with administering our business during the
following twelve months, including, specifically, fees pertaining to legal and audit services and the cost of our independent
directors. Also included is an estimate of internal administrative expenses, which include our allocable portion of the cost of our
Chief Financial and Chief Compliance Officers, and other administrative personnel. The reimbursement of administrative service
expenses has been waived through Becember 212015 Tune 30, 2016, The percentage presented in the table above is based on the
assumptions that we sell $260.0200.0 million worth of our common stock during the following twelve months, borrow funds equal
to 50% of net assets, and achieve average net assets of approximately S506-2719.0 million during such time, and does not reflect
the impact of the waiver of the administrative expenses during the next twelve months, The effect of the waiver of administrative
expenses reduces the other expenses as a percentage of net assets down to 0:200,38%. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Overview — Expenses.”

The total annual expenses ratio shown does not take into account the effect of the conditional incentive fee waiver agreement and
waivers of internal administrative expenses that are currently in effect. For the year ended December 31, 204420135, our ratio of
total annual expenses ($%:028.9 million as reported in our 26442015 Form 10-K) to average net assets for 20442015 (5442:6400.0
million as reported in our 20442015 Form 10-K), which included the effect of the conditional incentive fee waiver agreement: and
internal administrative expense waivers-and-expense-support-payment-from-our-Adviser-was-5-62 was 7.23%. Excluding the
effect of the eonditional-fee-waiveragreement.Conditional Fee Waiver Agreement and internal administrative expense waivers,
and-expensesupportpavment-From-ourAdbviserour ratio of total annual expenses was 2-308,38%.

COMPENSATION OF OUR DEALER MANAGER AND THE INVESTMENT ADVISER

Advisory and Administrative Services Agreement — Advisory Fees.”

Estimated Amount for
Type of Maximum Offering
Compensation Determination of Amount ($1,500,000,000)"

Fees tevour Dealer Manager




Estimated Amount for

Type of Maximum Offering
Compensation Determination of Amount ($1,500,000,000)"
Sales Load Selling 7.0% of gross offering proceeds-from-the-Offering; all selling commissions
7 $105,000,000
commissions'? are expected to be reallowed to selected broker-dealers.
Dealer Manager fee'™  3.0% of gross proceeds, of which up to 1.5% may be reallowed to selected §45,000,000
broker-dealers as a marketing fee. e
Reimbursement to Qur Advisers
Other organization and  We will reimburse our Advisers for the offering costs they incur on our behalf
offering expensest only to the extent of 1.5% of gross offering proceeds-from-the-Offering, $22 500000

Management fee

Subordinated Incentive
Fee on Income

Invesiment Adviser Fees'™

The management fee is caleulated at an annual rate of 2.0% of our average
gross assets. The tenm “gross assets” means total assets of the Company as
disclosed on the Company's balance sheet. "Average pross assets” are
calculated based on the Company's gross assets at the end of the two most
recently completed calendar quarters. The management fee is payable
quarterly in arrears. All or any part of the management fee not taken as to any
quarter shall be deferred without interest and may be taken in such other
quarter as the Adviser will determine. The management fee for any partial
month or quarter will be appropriately pro rated.

The subordinated incentive fee on income is calculated and pavable quarterly
in arrears based on our pre-incentive fee net investment income for the
immediately preceding quarter. The payment of the subordinated incentive
fee on income is equal to 20% of our pre-incentive fee net investment income
for the previous quarter, expressed as a quarterly rate of return on adjusted
capital at the beginning of the most recently completed calendar quarter,
exceeding 1.875% (or 7.5% annualized), subject to a “catch up™ feature (as
described below). We call this the “hurdle rate.” For this purpose, pre-
incentive fee net investment income means interest income, dividend income
and any other income {including any other fees, such as commitment,
origination, structuring, diligence and consulting fees or other fees that we
receive from portfolio companies) accrued during the calendar quarter, minus
our operating expenses for the quarter (including the base management fee,
expenses payable under any administration agreement and any interest
expense and dividends paid on any issued and outstanding preferred stock,
but excluding the incentive fee). Pre-incentive fee net investment income
includes, in the case of investments with a deferred interest feature (such as
original issue discount debt instruments with payment-in-kind interest and
Zero coupon securities), accrued income that we have not yet received in
cash. Pre-incentive fee net investment income does not include any realized
capital gains, realized capital losses or unrealized capital appreciation or
depreciation. For purposes of this fee, adjusted capital means cumulative
gross proceeds generated from sales of our common stock (including
proceeds from our distribution reinvestment plan) reduced for non-liquidating
distributions, other than distributions of profits, paid to our stockholders and
amounts paid for share repurchases pursuant to our share repurchase program.
The subordinated incentive fee on income is payable for each quarter as
follows:

This amount cannot  be
estimated since it is based
upon the growth of the fund

and the wvalue of the
investments.
These amounts cannot  be

estimated since they are based
upon the performance of the
assets held by us. We have
limited prior performance,
therefore, an estimate of these
amounts  would not  be
meaningful.




Type of

Compensation

Determination of Amount

Estimated Amount for
Maximum Offering
($1,500,000,000)"

Incentive Fee on
Capital Gains

Other Operating
Expenses'™

*No subordinated incentive fee on income is payable to the Adviser inany
calendar quarter in which our pre-incentive fee net investment income
does not exceed 1.875% (or 7.5% annualized) of adjusted capital;

+100% of our pre-incentive fee net investment income, if any, that exceeds
1.875% (or 7.5% annualized) of adjusted capital but is less than or equal
1o 2.34375% (or 9.375% annualized) of adjusted capital in any calendar
quarter is payable to the Adviser. This portion of the subordinated
incentive fee on income is referred to as the “catch up™ and is intended to
provide the Adviser with an incentive fee of 20.0% on all of our pre-
incentive fee net investment income as if the hurdle did not apply when
our pre-incentive fee net investment income exceeds 2.34375% (or
9.375% annualized) of adjusted capital in any calendar quarter; and

«lFor any quarter in which our pre-incentive fee net investment income
exceeds 2.34375% (or 9.375% annualized) of adjusted capital, the
subordinated incentive fee on income shall equal 20.0% of the amount of
our pre-incentive fee net investment income, as the hurdle rate and catch-
up will have been achieved.

The incentive fee on capital gains is earned on realized capital gains from the
portfolio of the Company and is determined and payable in arrears as of the
end of each calendar year (or upon termination of the Investment Advisory
Agreement). This fee equals 20.0% of our incentive fee capital gains, which
equals our realized capital gains on a cumulative basis from inception,
calculated as of the end of each calendar year, computed net of all realized
capital losses and unrealized capital depreciation on a cumulative basis, less
the aggregate amount of any previously paid capital gain incentive fees.

Other Expenses

We will reimburse the actual expenses incurred by our Advisers or their
affiliates, or any third-party administrator, in connection with the provision of
Administrative Services (as opposed to investment advisory services) to us,
including the personnel and related employment direct costs and overhead of
our Advisers or their affiliates, or any third-party administrator. We will not
reimburse for personnel costs in connection with services for which our
Advisers or their affiliates or any third-party administrator receives a separate
fee. In addition, we will not reimburse our Advisers for (i) rent or
depreciation, capital equipment or other costs of its own administrative items,
or(ii) salaries, fringe benefits, travel expenses and other administrative items
incurred or allocated to any controlling persen of our Advisers, in connection
with the provision of investment advisory services (as opposed to
Administrative Services) to us.

These amounts cannot  be
estimated since they are based
upon the performance of the
assets held by us. The amount
of any incentive fee on capital
gains earned on  liguidated
investments will be reported
by us in our quarterly and
annual financial statements
filed with the SEC under the
Exchange Act.

Actual expenses are
dependent on actual expenses
incurred by our Advisers or
their affiliates, or any third-
party, and, therefore, cannot
be determined at this time

(1) Assumes all shares are sold at the current offering price of $8-558,90 per share with no reduction in selling commissions or Dealer

(2

Manager fees.

In addition, our Dealer Manager may pay out of its Dealer Manager fee up to an additional 1.0% of gross offering proceeds from the
sales of shares sold in the Offering by selected broker-dealers as reimbursement for distribution and marketing-related costs and
expenses, The selling commission and Dealer Manager fee may be reduced or waived in connection with certain categories of sales,
such as sales for which a volume discount applies, sales through investment advisers or banks acting as trustees or fiduciaries and
sales to our affiliates. No selling commission or Dealer Manager fee will be paid in connection with sales under our distribution
reinvestment plan,




(3)

4)

The offering expense and other expense reimbursements we incur may include a portion of costs incurred by our Advisers, their
respective members and affiliates on our behalf for the SEC registration fee, Financial Industry Regulatory Authority ("FINRA")
filing fee, printing and mailing expenses, blue sky filing fees and expenses, accounting fees and expenses, transfer agent fees,
advertising and sales literature, due diligence expenses. adviser personnel salaries and bank and other administrative expenses. Any
such reimbursements will not exeeed actual expenses incurred by our Advisers or their respective members or affiliates.

Our Advisers, or their respective affiliates, will be responsible for the payment of our cumulative organizational and offering expenses
to the extent they exceed 1.5% of gross stock offering proceeds-from-the-Offerins-ofovreommen-stoek during our Offering period.
Additionally, and in accordance with the terms of the Sub-Advisory Agreement, our Advisers will share equally all non-reimbursed,
organization and offering expenses in excess of 52 million, exclusive of sales and marketing costs incurred by the Advisers and their
respective affiliates. For purposes of this paragraph, sales and marketing costs include all costs and expenses relating to
advertisements and selling literature or brochures, sales meetings, sales training sessions, investor meetings, website hosting and other
expenses directly related to the offer and sale of securities by the Company pursuant to this Prospectus.

Under the Sub-Advisory Agreement, the Sub-Adviser will receive 50% of all fees payable to HMS Adviser under the Investment
Advisory Agreement,

Certain of the advisory fees payable to our Advisers are not based on the performance of our investments. See “Investment Advisory and
and Administrative Services Agreement™ and “Certain Relationships and Related Party Transactions™ for a more detailed description of the
the fees and expenses payable to our Advisers, our Dealer Manager and their affiliates and the conflicts of interest related to these
arrangements.

QUESTIONS AND ANSWERS ABOUT THIS OFFERING

Set forth below are some of the more frequently asked questions and answers relating to our structure, our management, our business and
an offering of this type. See “Prospectus Summary™ and the remainder of this prospectus for more detailed information about our structure,
our management, our business, and this Offering.

Q:
A

What is a “BDC™?

BDCs are closed-end management investment companies that elect to be treated as business development companies under the 1940
Act. As such, BDCs are subject to only certain provisions of the 1940 Act, as well as the Securities Act of 1933, as amended(the
"Securities Act"), and the Exchange Act. BDCs typically make investments in private or smaller public companies in the form of
long-term debt or equity capital, with the goal of generating current income and/or potential capital growth. BDCs can be internally or
externally managed and, if certain requirements are met, may qualify 1o elect to be taxed as “regulated investment companies” or
RICs, for federal tax purposes.

Wheo is the Sponsoer?

Hines is our Sponsor and the parent company of our Adviser. Hines is a fully integrated global real estate investment and management
firm that, with its predecessor, has been investing in real estate and providing acquisition, development, financing, property
management, leasing and disposition services for over 5839 vears. This experience includes credit evaluation and underwriting of
tenants across numerous industries and geographic markets, including Middle Market companies. Hines provides real estate
investment and management services to numerous investors and partners including pension plans, domestic and foreign institutional
investors, high net worth individuals and retail investors, Hines is indirectly owned and controlled by Gerald D. Hines and his son
Jeffrey C. Hines. As of June-38.December 31, 2015, Hines had approximately $8789.1 billion in assets under management, which
included approximately $4342.5 billion in assets that Hines managed as a fiduciary, including HMS Income Fund's assets, and
included approximately $4446.6 billion for which Hines provided third-party property management services. This portfolio represents
assets owned by Hines, its affiliates and numerous third-party investors, including pension plans, domestic and foreign institutional
investors, high net worth individuals and retail investors as well as assets Hines serves in an investment management role as a
fiduciary, regardless of equity participation. As of June 30, 2045:2016, Hines and its affiliates had raised gross proceeds of $6-46,5
billion through sponsored public programs, including HMS Income Fund. Please see “Investment Objective and Strategies — About
Our Sponsor” for more information regarding Hines.

Whao is the Sub-Adviser?

We have entered in to a sub-advisory agreement pursuant to which MSC Adviser acts as our investment Sub-Adviser to identify,
evaluate, negotiate and structure prospective investments, make investment and portfolio management recommendations for approval
approval by our Adviser, monitor our investment portfolio and provide certain ongoing administrative services to our Adviser. For
more information regarding the Sub-Adviser, see “Investment Objective and Strategies — About Our Sub-Adviser.” MSC Adviserisa
is a registered investment adviser that is a wholly owned subsidiary of Main Street, an internally managed BDC. Our Sub-Adviser's
Sub-Adviser’s management team includes a unique group of professionals, The members of our Sub-Adviser's investment team have
have broad investment backgrounds, with prior experience at private investment funds, investment banks and other financial services
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services companies. Main Street and its wholly owned subsidiaries have developed a reputation in the market place as a responsible
and efficient source of financing, which has created a stream of proprietary deal flow. As of September30-2045.March 31, 2016,
Main Street had debt and equity investments in customized LMM securities and over-the-counter debt securities with an aggregate
fair value of $3-91.% billion in over 200 portfolio companies. We leverage the Sub-Adviser's expertise in analyzing, valuing,
structuring, negotiating and closing transactions, which we believe provides us with a competitive advantage in offering customized
customized financing solutions to LMM companies and in executing investments in over-the-counter debt securities. Main Street and
and our Sub-Adviser are based in Houston, Texas. Main Street’s common stock trades on the New York Stock Exchange under the
ticker symbol “MAIN.”

What is a “RIC"?

ARIC” is an entity that has qualified and elected to be treated and-guatifiesas a regulated investment company under Subchapter M
of the Code. A RIC generally deesis not kavesubject to-pay corporate-level U.S. federal income taxes on any income or gain that it
distributes to its stockholders from its taxtaxable earnings and profits. To qualify as a RIC, a-eesnpanyan entity must, among other
things, meet certain source-of-income and asset diversification requirements. In addition, in order to obtain RIC tax treatment, &
eomparyan entity must distribute to its stockholders, for each taxable year, at least 90% of its “investment company taxable income,”
which is generally its net ordinary income plus the excess, if any, of net short-term capital gain over net long-term capital loss. Asa
RIC, we generally will be subject to corporate-level U.S. federal income tax on our undistributed investment company taxable income
and net capital gain (which is defined as net long-term capital gain in excess of net short-term capital loss), and could be subject to
U.S. federal excise, state, local and foreign taxes. See “Material U.S. Federal Income Tax Considerations™ for more information
regarding RICs.




How are our investments selected and acquired?

Under the Sub-Advisory Agreement, the Sub-Adviser is primarily responsible for identifying and evaluating investment opportunities,
providing due diligence information with respect to prospective investments, recommending investments to our Adviser and
negotiating and structuring our investments. HMS Adviser oversees all investment activities and is ultimately responsible for making
all investment decisions with respect to our portfolio. All investment decisions made by our Adviser will require the approval of its
investment committee led by Alegjandro Palomo, who serves as a director and member of the investment committee for HMS Adviser.
Our board of directors, including a majority of independent directors, oversees and monitors our investment performance, reviews the
compensation under the Investment Advisory Agreement and determines whether the provisions of the Investment Advisory
Agreement and Sub-Advisory Agreement have been carried out.

Asa BDC, we are subject to certain regulatory restrictions in making our investments, including limitations on our ability to co-invest
with certain affiliates. However, we received exemptive relief from the SEC that permits us, subject to certain conditions, to co-invest
with Main Street in certain transactions originated by Main Street and/or our Advisers. We expect that co-investment between us and
Main Street will be the norm rather than the exception, as substantially all potential co-investments that are appropriate investments
for us should alse be appropriate investments for Main Street, and vice versa,

How does a “best efforts” offering work?

When securities are offered 1o the public on a “best efforts™ basis, the broker-dealers participating in the offering are only required to
use their best efforts to sell the offered securities. In this Offering, broker-dealers do not have a firm commitment or obligation to
purchase any of the shares of common stock we are offering.

How long will this Offering last?

This is a continuous offering of our shares as permitted by the federal securities laws. We will file post-effective amendments to the
registration statement of which this prospectus is a part that are subject to SEC review, to allow us to continue this Offering.
Gienerally, state registrations are for a period of one year. We may be required to discontinue selling shares in any state in which our
registration is not renewed or otherwise extended annually. We may terminate the Offering at any time.

Will I receive a stock certificate?

No. Our board of directors has authorized the issuance of shares of our capital stock without certificates. We expect that we will not
issue shares in certificated form, although we may decide to issue certificates at such time, if ever, as we list our shares on a national
securities exchange. All shares of our common stock are issued in book-entry form only. The use of book-entry registration protects
against loss, theft or destruction of stock certificates and reduces the offering costs.

‘Whao can buy shares of common stock in this Offering?

In general, you may buy shares of our common stock pursuant to this prospectus if you have either (1) anet worth of at least $70,000
and an annual gross income of at least $70,000, or (2) a net worth of at least $250,000 (not including home, furnishings and personal
automobiles). For this purpose, net worth does not include your home, home furnishings and personal automobiles. Our suitability
standards also require that a potential investor (i) can reasonably benefit from an investment in us based on such investor’s overall
investment objectives and portfolio structuring; (ii) is able to bear the economic risk of the investment based on the prospective
stockholder’s overall financial situation; and (iii) has an apparent understanding of (a) the fundamental risks of the investment, (b) the
risk that such investor may lose his or her entire investment, (¢) the lack of liquidity of the shares, (d) the background and
qualifications of our Advisers, and (e) the tax consequences of the investment. For specific requirements, see “Suitability Standards.”
Generally, you must purchase at least $2,.500 in shares of our common stock. After you have satisfied the applicable minimum
purchase requirement, additional purchases must be in increments of at least 5500, except for purchases made pursuant to our
distribution reinvestment plan. These minimum net worth and investment levels may be higher in certain states, so you should
carefully read the more detailed description under “Suitability Standards.”

Certain volume discounts may be available for large purchases. See “Plan of Distribution.” The net proceeds to us from a sale eligible
for a volume discount will be the same, but the selling commissions payable to the selected broker-dealer will be reduced.

How do I subscribe for shares of commaon stock?

If you meet the net worth and suitability standards and choose to purchase shares in this Offering, you will need to (1) complete a
subscription agreement, the form of which is attached to this prospectus as Appendix A, and (2) pay for the shares at the time you
subscribe. We reserve the right to reject any subscription in whole or in part. Subject to the requirements of state securities regulators
regulators with respect to sales to residents of their state, there is no minimum number of shares required to be sold in this Offering.
‘We held our initial closing on September 17, 2012, and we currently conduct closings on a weekly basis. All subscription payments
are placed in a segregated interest-bearing account and held in trust for our subscribers’ benefit, pending release to us at the next
scheduled weekly closing, Subscriptions are accepted or rejected by us within 30 days of receipt by us and, if rejected, all funds are
returned to subscribers without deduction for any expenses within ten business days from the date the subsecription is rejected.
Currently, our shares are offered at a price of $%.5358,90 per share, To the extent our NAV per share increases, however, we will

27




increase our offering price per share to ensure that shares of our common stock are not sold at a price per share, after deduction of
selling commissions and Dealer Manager fees, that is below our NAV per share. In the event of a material decline in our NAV per
share that we deem non-temporary and which results in a 2.5% or more decrease of our NAV per share below our then-current
offering price, we will reduce our offering price accordingly

Is there any minimum initial investment required?

Yes. To purchase shares in this Offering, you must make an initial purchase of at least 52,500 in shares of our common stock. Once
you have satisfied the minimum initial purchase requirement, any additional purchases of our shares in this Offering must be in
amounts of at least 500 except for additional purchases pursuant to our distribution reinvestment plan. See “Plan of Distribution,”

Can I invest through my IRA, SEP or after-tax deferred account?

Yes, subject 1o the suitability standards. An approved trustee must process and forward to us subscriptions made through IR As, Keogh
plans and 401(k) plans. In the case of investments through IR As, Keogh plans and 401(k) plans, we will send the confirmation and
natice of our acceptance or rejection to the trustee. Please be aware that in purchasing shares, custodians or trustees of employee
pension benefit plans or IRAs may be subject to the fiduciary duties imposed by ERISA or other applicable laws and to the prohibited
transaction rules prescribed by ERISA and related provisions of the Code. In addition, prior to purchasing shares, the trustee or
custodian of an employee pension benefit plan or an IRA should determine that such an investment would be permissible under the
governing instruments of such plan or account and applicable law. See “Suitability Standards™ for more information.

How will the payment of fees and expenses affect my invested capital?

The payment of fees and expenses will reduce the funds available to us for investment in portfolio companies and the income
generated by the portfolio as well as funds available for distribution to stockholders. The payment of fees and expenses will also result
in the NAV per share of your common stock initially being less than your purchase price.

Will the distributions I receive be taxable?

For U.S. federal income tax purposes, distributions by us to our stockholders generally constitute ordinary income or capital gain, or
aremay be treated as a nontaxable retumn of capital. Distributions of our “investment company taxable income” (which is, generally,
our taxable income excluding net capital gain) will be taxable as ordinary income to ULS, stockholders to the extent of our current or
accumulated earnings and profits, whether paid in cash or reinvested in additional common stock. To the extent such distributions paid
by us to nen-eorporatenoncorporate stockholders (including individuals) are attributable to “qualified dividends™ from U.S.
corporations and certain qualified foreign corporations, such distributions may be eligible for a current maximum federal income tax
rate of 20%. In this regard, it is anticipated that distributions paid by us generally will not be attributable to “qualified dividends™ and,
therefore, generally will not qualify for the preferential rate applicable to “qualified dividends.” Distributions of our net capital gain
(which is generally our net long-tenm capital gain in excess of net short-term capital loss) properly designated by us as “capital gain
dividends™ generally will be taxable to a U.S. stockholder as long-term capital gain that is currently taxable at a maximum U.S.
federal tax rate of 20% in the case of noncorporate stockholders (including individuals—trusts-or-estates), regardless of the U.S.
stockholder’s holding period for his, her or its common stock and regardless of whether the distribution is paid in cash or reinvested in
additional common stock. Distributions in excess of our earnings and profits first will reduce a U.S. stockholder’s adjusted tax basis
in such stockholder’s common stock and, after the adjusted basis is reduced to zero, will constitute capital gain to such U.S.
stockholder. In addition, stockholders may be subject to a 3.8% Medicare tax, as well as state, local, foreign and other taxes, on
distributions received from us.

When will I get my detailed tax information?

We will send to each of our U.S, stockholders, as promptly as possible after the end of each calendar year, in any event, no later than
75 days after the end of each fiscal year, a notice detailing, on a per share and per distribution basis, the amounts includible in such
U.S. stockholder’s taxable income for such year as ordinary income and as long-term capital gain.

Will I be notified of how my investment is doing?

Yes, periodic updates on the performance of your investment will be made available to you, including:

+ distribution statements;

+ periodic prospectus supplements during the Offering;

+ an annual report;

+ an annual IRS Form 1099-DIV, if required; and

+ three quarterly financial reports.

We will make this information available to you via one or more of the following methods:

+ electronic delivery; or




+ posting on our website located at www: HinesSecurities.com, along with any required notice.

In addition, to the extent required by law or regulation or, in our discretion, we may make certain of this information available to you
via U.5. mail or other courier.

Are there any restrictions on the transfer of shares?

MNo. Shares of our common stock have no preemptive, exchange, conversion or redemption rights, but are entitled to the limited
repurchase rights described elsewhere in this prospectus relating to our share repurchase program and repurchases upon the death or
disability of a stockholder. Additionally, shares of our common stock are freely transferable, except where their transfer is restricted
by federal and state securities laws or by contract. We do not intend to list our securities on any securities exchange during the
offering period, and we do not expect there to be a public market for our shares in the foreseeable future. As a result, your ability to
sell your shares will be limited. We will not charge for transfers of our shares except for necessary and reasonable costs actually
incurred by us.

Who can help answer my questions?

If you have more questions about the Offering or if you would like additional copies of this prospectus, you should contact your
registered representative or our Dealer Manager at:

Hines Securities, Inc.
2800 Post Oak Boulevard, Suite 4700
Houston, Texas T7056-61 18 (858) 446-3773
Attention: Investor Services www HinesSecurities.com




SELECTED FINANCIAL DATA

You should read this selected consolidated financial data in conjunction with our *Management’s Discussion and Analysis of Financial
Condition and Results of Operations™ and our audited and unaudited consolidated financial statements and notes thereto included elsewhere
in the registration statement. The selected financial and other data below as of December 31, 2015, 2014, 2013 and 2012 and the years
ended December 31, 2015, 2014, 2013, 26422012 and the period from inception (November 22, 2011) through December 31, 2011 have
been derived from our audited consolidated financial statements. The selected financial and other data below as of September20. 20404 and
September30:March 31, 2016 and March 31, 2015 and for the sinethree months ended September 30 March 31, 2016 and 2015-and 2044
have been derived from our unaudited condensed consolidated financial statements.

(Unaudited) For the
Minelhree > Period
Months Ended Year Ended Year Ended from
3, w30, December  Decembe  Decembe
2045Mare  2044Marc 31,2004 e 31,2013 r 31,2002

(dollars in thousands)
Statement of operations data:

Interest income;

Nun-Controb"Non Affiliate §43:02320, s4A4%ELL § 63253 § 19.013 § 2758 § 1,238 § 90
Affiliate investments ;‘?453._? .»?15‘5? 1,204 170 633

Conirol investments 02234 —236 9232 30 — —- —
Total interest income 44400212 H:54811,7 (5,389 19.213 2,758 1,873 90
Expenses:

Interest expense 76431710 18571975 11159 3325 419 116 16
Base management and incentive fees 1'2'-%241.?.;_3_ 3:3493,365 18,142 6,029 784 158 =
Administrative services expenses 434533 1084437 2,037 1,497 1018 438

Offering Costs 12 = = = = = =
Professional fees 426428 HL703 606 478 36l 201 —
Insurance 4547 AL 192 191 186 108 -
Other general and administrative 4328 409232 1407 595 240 114 18
Expenses before fee and expense 214100 F:2626,26] 33,543 12,115 3,008 1,535 34
Waiver of management and

incentive fees (1442493) (1675358) (260D  (2.279) (754) (358) =
Waiver of administrative services

expenses (H434533)  (1:084437) (2.037) (1.497) (1.018) (438) =
Expense support payment from - 225 4 (328) (153) = —
Total expenses, net of fee and Haie0,01

EXPENSE Waivers 9 41755466 28,905 8,016 1,053 739 4
Net investment income 24:66+H12,2 6:3436,327 36,484 11,197 1,705 1,134 56
Total realized gain (loss) from

investmenis 130(640) 24620 (5,508) 20 7 14 —
Net realized income 247911 l,5 b:3556, 347 30,976 11,217 1,732 1,148 56
Total net unrealized appreciation (H-5714, 6627384

(depreciation) 263) 0 (37956) (14.214) 421 &7 (36)
Net increase (decrease) in net 27402, 493210,1

assets resulting from operations  § 669 § 7 § (9B} E (29T % 2053 5§ 1,235 § 20
Net investment income per

share/unit — basic and diluted $ 035019 $ 051017 § 035 3 070 % 064 5 0.99 3 0.05
Net realized income per share/unit —

basic and diluted S 035008 $ 05200% 8 063 5 070 S 065 5 L00 S 0.05

Net increase (decrease) in net assets
from operations per share/unit —
basic and diluted $0200004) § 039028 § (014 3 (0.19) 8 081 8 L.OR $ 0.02

Swckholder distributions declared
per share/unit - basic and diluted ~ § 0:350.17 $ 032017 § 070 % 070 § 070 % 0.94 §

Weighted average shares/units R L ] R Sk R
outstanding - basic and diluted 63,230,882 36,265,941 48838114 16,022,853 2,648,680 1.151,554 L1111
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(Unaudited)

NineThree Months Ended As of December 31,
20 S”""{;:'h" 2015 2014 2013 2012 2011
{dollars in thousands)
Balance sheet data:
Assets:
Total portfolio investments at fair value $ 87660783 $363634650 § 52088 S 473862 5 66882 S 16132 5 16387
Cash and cash equivalents H:63420,50  10:83923.90 24,001 19,468 6,356 1,832 942
Interest receivable 70228248 31986006 1927 4328 99 58 26
Receivable for secunities sold 24%0]11,824 2.0001,000 1,995 3014 — — —
Prepaid and other assets H32T00 $781,703 311 338 109 52 e
Due from Main Street Capital Corporation b5 = 19 1,003 170
Deferred offering cosis (net of accumulated
amortization) 1330296 2884],467 1,107 2,388 3,688 2,508
Deferred financing costs (net of aceumulated
amortization) 5:4554,052 23302967 4,583 2426 168 210 27
Total assets 5 373000 8385617696 0§ BO3412 S 506224 5 77,621 S5 21,825 5 17552
Linbilities and net assets:
Accounts payable and other liabilities § SFL0IL 0§ 295306 § 624 S 246 8 71 s 14 s 18
Payable for unsetiled trades 36514 1o#24.450 = 6,249 2,608 290 -
Distribution payable 3H843,805 962,353 3717 1,760 295 76 =
Due to affiliates 57364791 34614470 5723 4,530 3,771 2922 14
Payable for securitics purchased 389663,563 435816883 11,696 50,512 8,799 - -
Notes payable 395,000 64264, JR0000 182,864 14,000 7.000 7,500
Total liabilities 306408, 493430344, 401,760 246,161 29,544 10,402 7,532
Total net assets 4"-"?'-‘4-%2&_ H93:138351, 491,652 260,063 48,077 11423 10,020
Total liabilities and net assets § 91373900  §385.617696 § §93412 S 506224 § 77,621 S 21825 § 1752
Other data:
Weighted average effective yield on LMM
debt investments ) H-911.1% +2411.9% 11L.0% 11.3% 15.0% 14.4% 13.7%
Number of LMM debt portfolio investments 222 712 19 1 2 6 6
Weighted average effective yield on Middle
Market debt (1 #48.2% F58.4% 8.3% B.0% 7.3% B.2% 8.3%
Number of Middle Market debt portfolio
investments 8483 7584 83 77 62 1 11
Weighted average effective yield on Private
Loan delst 9.99,0% 9.9% £.5% 9.7% 9.5%
Number of Private Loan debt portfolio
investments 420 714 20 1 2
Weighted average effective yield on total
pornfolio (17 838.2% F88.5% 8.3% 1% 7.5% 9.9% 9.7%
Number of LMM equity investments (2 +623 31l 17 9 — — -
Number of Private Loan equity investments 3 =1 g = . = ==
Number of Other Portfolio investments ' 23 = 3 1
Expense ratios (as percentage of average net
assels):
Total expenses 5261.83% 3601.78% 123% 5.62% 4.23% T.05% 0.34%

Operating expenses excluding interest expense 3:231,08% Z031,14% 4,44% 3.29% 2.55% 4.03% 0.18%

(1) Weighted-average effective yield is calculated based on our investments at the end of each period and includes accretion of original issue discounts and
amortization of premiums, and the amortization of fees received in connection with transactions, Investments on non-acerual status are assumed to have
a zero yield in the caleulation of weighted-average effective yield.

{2)  Investments were non-income producing during the year ended December 31, 2004,

(3} Investments were non-income producing during the sisethree months ended Septesber 30-2045March 31, 2016 and the year ended Devember 31,
2044:2015,
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The following table peesentstables present selected unaudited quarterly financial data for each quarter during the quarter ended March 31,
2016 and the years ended December 31, 204420432015 and 20422014 (in thousands except per share and per unit amounts):

Ourrrber aded
September 3, December 31,
Mureh 3, 2004 Juere 30,2014 2014 el
hentab bt rest o $ Le6t § 324 5 ST s RAOUS
B R e Ty kS 824 5 845 § 3673 5 R
: t ) =2 63 R
2% 8§ “4 s €506} $ H2:386)
2§ K54 & HRIE S 929
o $ Ble § B2 s RS
615 5 7 g a0 & 0309
—Quarier Ended
March 31, 2016
3 21,259
t1 12,240
3 (646)
3 (14,263)
3 (2,669)
3 0.19
b3 {0.04)
Quarter Ended
March 31, December31,  September 30,  December 31,
Total interest income s 3-9-11 £ 550 £ 80811,793 § 99915381 § 17,325 § 20,890
Net investment income g FYT 207 £ 4086327 § 8008791 § 9.543 § 11,823
Net realized gain (loss) from investments - 4 —20 2 127§ (7 § (5.63%)
Net unrealized appreciation s 07 8 @BO) S 2503840 S 333967 8 (19.324) § (26,439)
Nel increase (decrease] in nel assets
resulting from operations 308 % 232 £ J4810,187 § 86512885 § (9,798) § (20,254)
Net investment income per share/unit —
basic and diluted 007 £ ot 8 017 § 0.19 § 0.1% § 0,20
Net increase (decrease) in net assets
resulting from operations per share/unit  $ 922 £ OH £ 0:260.28 § 8:2H0.28 § (0.18) § (0.34)
Cruarter Ended
3 3 3
Marcil 1, June 30, Sepiember 0, Duemher 1,
Total interest income $ 451661 5 4—]-93,21!] 3 4645_&4? 3 513-48,&95
Net investment income ] 330824 8 271,545 S 2623673 3 2624 855
Net realized gain (loss) from investments - 69 - 82 1 65 2 (196)
Net unrealized appreciation (depreciation) b 155278 § (2447 § 33(1,900) $ (9912,586)
Net increase (decrease) in net assets resulting from
aper:nions . _ e b 4041,121 % 269,971 S 3071,838 S H65(7,927)
Net investment income per share/unit — basic and b 830011 3 024016 S 8:230.20 % 0:220.18
Net increase (decrease) in net assets resulting from &
aperations per share/unit — basic and diluted $ 044015 § 024017 § 8:270.10 3 B13(0.30)
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RISK FACTORS

Investing in shares of our common stock involves a number of significant risks. [n addition to the other information contained in this
prospectus, vou should consider carefully the following information before making an investment in shares of our common stock. The risks
material by us may also impair our operations and performance. ll‘nny_c:f the followir ng events oceur, our business, financial condition and
results of operations could be materially and adversely affected. In such case, our NAV could decline, and you may lose all or part of your
investment.

Risks Relating to Our Business and Structure

From time to time, the global capital markets may experience periods of disruption and instability, which could materially and adversely
impact the broader financial and credit markets and reduce the availability tous of debt and equity capital, For example, between 2008 and
2009, instability in the global capital markets resulted in disruptions in liquidity in the debt capital markets, significant write-offs in the
financial services sector, the repricing of credit risk in the broadly syndicated credit market and the failure of major domestic and
international financial institutions. In particular, the financial services sector was negatively impacted by significant write-offs as the value
of the assets held by financial firms declined, impairing their capital positions and abilities to lend and invest. We believe that such value
declines were exacerbated by widespread forced liguidations as leveraged holders of financial assets, faced with declining prices, were
compelled to sell to meet margin requirements and maintain compliance with applicable capital standards, Such forced liquidations also
impaired or eliminated many investors and investment vehicles, leading to a decline in the supply of capital for investment and depressed
pricing levels for many assets. These events significantly diminished overall confidence in the debt and equity markets, engendered
unprecedented declines in the values of certain assets, caused extreme economic uncertainty and significantly reduced the availability of
debt and equity capital for the market as a whole and financial services firms in particular, While market conditions have experienced
relative stability in recent years, there have been continuing periods of volatility and there can be no assurance that adverse market
conditions will not repeat themselves in the future,

length of time could make it difficult to extend the maturity of or refinance our existing indebtedness or obtain new indebtedness with
similar terms, Significant changes or volatility in the capital markets may also have a negative effect on the valuations of our investments,
While most of our investments are not publicly traded, applicable accounting standards require us to assume as part of our valuation process
that our investments are sold in a principal market to market participants (even if we plan on holding an investment through its maturity}
and impairments of the market values or fair market values ("FMV") of our investments, even if unrealized, must be reflected in our

financial statements for the applicable period, which could result in significant reductions to our NAVY for the period. Significant changes in

the capital markets may also affect the pace of our investment activity and the potential for liquidity events involving our investments,

Thus, the illiquidity of our investments may make it difficult for us to sell such investments to access capital if required, and as a result, we

could realize significantly less than the value at which we have recorded our investments if we were required to sell them for liquidity,
SCS,

The amount of our distributions o our stockholders is uncertain. Portions of the distributions that we pay may represent a return of

capital to you for U.S. federal income tax purposes which will lower your tax basis in your shares and reduce the amount of funds we
have for investment in targeted assets. We may not be able to pay you distributions, and our distributions may not grow over time.
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Any distributions we make to our stockholders will be paid out of assets legally available for distribution. We may fund our cash

dlsmbuncns from any sources of funds Icga]l:.f amliabl&meiadmg—meeeeﬁe#ﬂu}@ﬁemg—bmmngrﬂeﬂ%esmﬂmme#em

WMIIWWMMWMWMWMWW

support-pavments-from-our-\dviser. We cannot assure you that we will achieve investment results that will allow us to make a targeted
level of distributions or year-to-year increases in distributions. Our ability to pay distributions might be adversely affected by, among other
things, the impact of one or more of the risk factors deseribed in this prospectus. In addition, the inability 1o satisfy the asset coverage test
applicable tous as a BDC can iimit our ability to Dﬂ)’ distributions All distributions will be paEd at the discretion of our board ofd:’ rectors

applicable BDC regulations zmd such other factors as our bnard nfdim{:’tm’s may deem relevant from time to tlme. We cannot assure you
that we will pay distributions to our stockholders in the future.

To the extent that we pay any distributions fr-::-m the pmceeds of die-@ﬁer—ingsales of common stock or frr)m borrowings in anticipatic-n of
shares. Dlstnhutmns fm-m theany stock offering proceeds—&f—%he—@ﬁeﬁﬁg or from borrowings also onuld mduoe the amount of capital we
ultimately invest in debt and equity interests of portfolio companies. We have not established any limit on the extent to which we may use
borrowings, if any, or alock_nﬂ:mprmccds—&am—ih&@ﬂefmg 1o fund dlstnbunons (whtch lnay reduce tl:e amount of capna] we
u]tnmately invest in aasets) 2F b : he-a susta stribu 8 artien

MWMWMMWMWM
HMM%MWMMMW&WrWMMW

from sources other than net realized income from operations, which may include stock offering .p_mc.eads, _borrowings, fee and expense
waivers from our Advisers and support payments from the Adviser.

Price declines in the large-corporate-leveraged loan market may continue fo adversely affect the fair value of ever-the-cownier-debi
secnrities-weheldour syndicated loan porifolio, reducing our NAV through increased net unrealized depreciation.

Retail loan funds, collateralized loan obligations (a type of leveraged investment vehicle holding corporate loans), hedge funds and other
highly leveraged investment vehicles comprise a substantial portion of the market for purchasing and holding first and second lien secured
loans. As the secondary market pricing of the loans underlying these portfolios deteriorated during the second half of 20135, it is our
wﬂmmdmmh at many investors, as a result of their generally high degrees of leverage, were forced to raise cash by selling their inferests

in performing loans in order to satisfy margin requirements or the equivalent of margin requirements imposed by their lenders. This resulted
in_a forced deleveraging cycle of price declings, compulsory sales and further price declines, with widespread redemption requests and
other constraints generating further selling pressure, This pervasive foreed selling has resulted in price declines in our portfolio, negatively
impacting our NAV,

Conditions in the large-corporate leveraged loan market may deterioratecontinue to experience similar disruptions or deterioration, which
which may cause pricing levels to continue to decline_or remain volatile. As a result, we may continue to suffer further unrealized
depreciation and could continue to incur realized losses in connection with the sale of ever-the-counter debt securities we hold whichour
syndicated loans, which could have a nwteri,al adverse impact on our NAV and reduce our stock price b-elc-w our NAV p:rshare AsaBDC,




impact our ability to borrow additional funds under the Credit Facilities (as defined below) because our NAV is reduced for purposes of the
the asset coverage ratio, All of these conditions could have a material adverse impact on our business, financial condition and results of
operations.

Qur ability to achieve our investment objective depends on our Advisers' ability to manage and support our investment process. If our
Adviser or our Sub-Adviser were to lose any members of their respective senior management teams, our ability to achieve our investment

objective could be significantly harmed.

We are extermnally managed and depend upon the investment expertise, diligence, skill and network of business contacts of our Advisers, We
also depend, to a significant extent, on our Advisers” access to the investment professionals and the information and deal flow generated by
these investment professionals in the course of their investment and portfolio management activities. Our Advisers will evaluate, negotiate,
structure, close, monitor and service our investments. Our success depends to a significant extent on the continued service and coordination
of our Advisers, including their key professionals. The departure of a significant number of our Adviser’s or Sub-Adviser’s key
professionals and/or the failure to replace professionals could have a materially adverse effect on our ability to achieve our investment
objective. In addition, we can offer no assurance that our Advisers will remain our investment adviser and sub-adviser or that we will

continue to have access to their investment professionals or their information and deal flow.

Because our business model depends fo a significant extent upon relationships with investment banks, business brokers, loan
syndication and trading desks, and commercial banks, any inability on the part of our Advisers to maimtain or develop these
relationships, or the failure of these relationships to generate investment opportunities, would adversely affect our business.

We expect that our Advisers will depend on their relationships with investment banks, business brokers, loan syndication and trading desks,
commercial banks and other historical sources of deal flow, and we rely to a significant extent upon these relationships to provide us with
potential investment opportunities. [f our Advisers fail to maintain their existing relationships or develop new relationships with other
sources of investment opportunities, we will not be able to grow our investment portfolio. In addition, individuals with whom our Advisers’
professionals have relationships are not obligated to provide us with investment opportunities, and, therefore, there is no assurance that such
relationships will generate investment opportunities for us.

We may continue to face increasing competition for investment opportunities, which could delay deployment of our capital, reduce
returns and result in losses.

We compete for investments with other BDCs and investment funds-Greladine privateeguinfunds and ; funds), as well as
traditional financial services companies such as commercial banks and other sources of funding. Moreover, alternative investment vehicles,
such as hedge funds, private equity funds and mezzanine funds, also make investments in Middle Market private U.S. companies, Asa
result, competition for investment opportunities in private U.S. companies may_continue to intensify. Many of our competitors are
substantially larger and have considerably greater financial, technical and marketing resources than we do. For example, some competitors
may have a lower cost of capital and access to funding sources that are not available to us. In addition, some of our competitors may have
higher risk tolerances or different risk assessments than we have. These characteristics could allow our competitors to consider a wider
variety of investments, establish more relationships and offer better pricing and more flexible structuring than we are able to do, We may
lose investment opportunities if we do not match our competitors’ pricing, terms and strueture. If we are forced to match our competitors”
pricing, terms and structure, we may not be able to achieve acceptable returns on our investments or may bear substantial risk of capital
loss, Acsi i | i i : feed

s . : s-A significant increase in the number and/or the sim of our competitors
in this target market could force us to accept less attractive investment terms. Furthermore, many of our competitors may have greater
experience operating under, or are not subject to, the regulatory restrictions under the 1940 Act that are imposed on us as a BDC.

A significant portion of our investment portfolio is and will continue to be recorded al fair value as determined in good faith by our
hoard of directors and, as a result, there is and will be uncertainty as to the ultimate market value of our porifolio investments.
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Under the 1940 Act, we are required to carry our portfolio investments at market value or, if there is no readily available market value, at
fair value, as determined in good faith by our board of directors. The majority of our investments are not publicly traded or actively wraded
on a secondary market and, instead, are traded on a privately negotiated over-the-counter secondary market for institutional investors. Asa
result, we value these securities at fair value as determined in good faith by our board of directors.

The determination of fair value, and thus the amount of unrealized gains and losses we may incur in any year, is subjective, and our
Advisers may have a conflict of interest in making the determination. We value these securities quarterly at fair value as determined in good
faith by our board of directors based on input from our Advisers, any third-party independent valuation firm retained by our board of
directors, and our audit committee. Certain factors that may be considered in determining the fair value of our investments include dealer
quotes for securities traded on the secondary market for institutional investors, the nature and realizable value of any collateral, the portfolio
company’s earnings and its ability to make payments on its indebtedness, the markets in which the portfolio company does business,
comparison to comparable publicly-traded companies, discounted cash flow and other relevant factors. Because such valuations, and
particularly valuations of private securities and private companies, are inherently uncertain, may fluctuate over short periods of time and
may be based on estimates, our determinations of fair value may differ materially from the values that would have been used if a ready
market for these securities existed. Due to this uncertainty, our fair value determinations may cause our NAV per share on a given date to
materially understate or overstate the value that we may ultimately realize upon the sale of one or more of our investments. Additionally,
any volatility in the credit markets may affect the ability of our Advisers and board of directors to value our portfolio,

Our board of directors may change our operating policies and investinent strategies or use of proceeds of the sales of common stock

without prior notice or stockholder approval, the effects af which may be adverse.

Our board of directors has the authority to modify or waive our current operating policies, investment criteria and investment strategies
without prior notice and without stockholder approval if it determines that doing so will be in the best interests of stockholders. We cannot
predict the effect any changes to our current operating policies, investment criteria and investment strategies would have on our business,
NAV, operating results and value of our stock. However, the effects might be adverse, which could negatively impact our ability to pay you
distributions and cause you to lose all or part of your investment. Moreover, we have significant flexibility in investing theany net stock
offering proceeds-ef the- Offering and may use theany net stock offering proceeds-frarm-the- Offering in ways with which investors may not
agree or for purposes other than those contemplated at the time of the-Offeringsuch offering.

Changes in laws or regulations governing our operations may adversely affect our business or cause us to alier our business strategy.

We and our portfolio companies are subject to regulation at the local, state and federal level. New legislation may be enacted or new
interpretations, rulings or regulations could be adopted, including those governing the types of investments we are permitted to make, any
of which could harm us and our stockholders, potentially with retroactive effect.

Additionally, any changes to the laws and regulations governing our operations relating to permitted investments may cause us to alter our
investment strategy to avail ourselves of new or different opportunities, or increase our leverage. Such changes could result in material
differences to the strategies and plans set forth in this prospectus and may result in our investment focus shifting from the areas of expertise
of our Advisers to other types of investments in which our Advisers may have less expertise or little or no experience. Thus, any such
changes, if they oceur, could have a material adverse effect on our business, financial condition and results of operations and the value of
Your investment,

The impact of financial reform legislation on us is uncertain.

The Dodd-Frank Wall Street Reform and Consumer Protection Act,as amended (the “Dodd-Frank Act”), which-was-enaeted-in204-0;
instituted a wide range of reforms that witthave an-impaetonare affecting all U.,S. financial institutions. Many of the requirements called
for in the Dodd-Frank Act will-behave been implemented over time, mestafwhich-will-beand are subject to implementing regulations
which have gradually taken effect over the course of several years. Given-the-uneertainty-assoetated-with-the-mannerin-which-the
provisions-of the Dodd-Frank-Aet will- be-implemented-by-various regulatorrageneies-theThe full impact such requirements will have on
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on our business, results of operations or financial condition is unclear. The changes resulting from the Dodd-Frank Act-may require us to
invest significant management attention and resources to evaluate and make recessarysubstantial changes in order to comply with new
statutory and regulatory requirements. Failure to comply with any such laws, regulations or principles, or changes thereto, may negatively
negatively impact our business, results of operations and financial condition. WhileweWe cannot predict whatthe ultimate effect anvon us
us changes in the laws or regulations ortheir-interpretations-would have en-us-as a result of the Dodd-Frank Act-these-changes-could-be

The 1940 Act and the Code impose numerous constraints on the operations of BDCs and RICs that do not apply to other investment
vehicles managed by our Adviser and its affiliates. BDCs are required, for example, to invest at least 70% of their total assets in certain
qualifying assets, including U.S. private or thinly-traded public companies, cash, cash equivalents, U.S, government securities and other
high-guality debt instruments that mature in one year or less from the date of investment. Moreover, qualification for taxation as a RIC
requires satisfaction of source-of-income, asset diversification and distribution requirements, Neither we nor our Adviser has long term

under these constr which may hinder our a o take advantage of attractive investment rtunities and to
achieve our investment objective, As a result, we cannot assure you that our Adviser will be able to operate our busingss under these
constraints. Any failure to do so could subject us to enforcement action by the SEC, cause us to fail 1o satisfy the requirements associated
with RIC status and subject us to entity-level corporate income taxation, cause us to fail the 70% test described above or otherwise have a

Qur primary focus in making investments may differ from that of many of the investment funds, accounts or other investment vehicles that
are or have been managed by our Advisers. We cannot assure you that we will replicate the historical results achieved by other investment

funds managed by our Advisers, and we caution you that our investment returns could be substantially lower than the retums achieved by

them in prior periods. Additionally, all or a portion of the prior results may have been achieved in particular market conditions which may
never be repeated, Moreover, current or future market volatility and regulatory uncerainty may have an adverse impact on our future
performance,

Principals of our Advisers and their affiliates, and members of their investment commitiee, may serve as directors of, or in a similar
capacity with, companies in which we invest, [f we obtain material non-public information with respect to such companies, or we become

We are classified as a non-diversified investment company within the meaning of the 1940 Act, which means that we are not limited by the
1940 Act with respect to the proportion of our assets that we may investin securities of a single issuer, Under the 1940 Act, a "diversified”
investment company is required to invest at least 73% of the value of its total assets in cash and cash items, government securities,
securities of other investment companies and other securities limited in respect of any one issuer to an amount not greater than 5% of the

applicable to RICs under Subchapter M of the Code.
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. dnfactation axsieuns.

We are highly dependent on the communications and information systems of our Advisers, their affiliates and certain third-party service
providers, and any failure or interruption in these systems could cause disruptions in our activities., In addition, these systems are subject to
potential attacks, including through adverse events that threaten the confidentiality, integrity or availability of our information resources,
These atacks, which may include cyber incidents, may involve a third party gaining unauthorized access o our communications or
information systems for purposes of misappropriating assets, stealing confidential information, corrupting data or causing operational
disruptiou Any such attack could result in disruption 10 our business missmed or unreliable fluancial data, liability for stolen assets or
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Risks Related to our Advisers and their Affiliates

Our Advisers have conflicts of interest_inclidin

Advisery Agreement and the Sub-Advisory Agreement, rkat may create an incentive far the Advisers to enter into investments that are

riskier or more speculative than would otherwise be the case, and onr Advisers may have an incentive fo increase portfolio leverage in
erder to earn higher management fees.

Our Advisers and their respective affiliates, including our officers and certain of our directors, may have conflicts of interest as a result of
compensation arrangements, time constraints and competition for investments, which they will attempt to resolve in a fair and equitable
manner, but which may result in actions that are not in your best interests. Our Advisers and their affiliates receive substantial fees from us
in return for their services, and these fees could influence the advice provided to us. Among other matters, the compensation arrangements
could affect their judgment with respect to public offerings of equity by us, which allow our Dealer Manager to earn additional Dealer
Manager fees and our Advisers to earn increased management fees.

The incentive fiee payable by us to our Advisers may create an incentive for them to make investments on our behalf that are risky or more
speculative than would be the case in the absence of such compensation arrangement. The way in which the incentive fee payable to our
Advisers is determined may encourage them to use leverage to increase the return on our investments. In addition, the fact that our
management fee is payable based upon our gross assets, which would include any borrowings for investment purposes, may encourage our
Advisers to use leverage to make additional investments, Under certain circumstances, the use of leverage (or an investiment in companies
that are highly leveraged) may increase the likelihood of default, which would result in higher investment losses,

We may be obligated to pay our Advisers incentive compensation even if we incur a net loss due to a decline in the value of our portfolio.

Our Investment Advisory Agreement and Sub-Advisory Agreement entitle our Advisers to receive incentive compensation on income
regardless of any capital losses. In such case, we may be required to pay our Advisers incentive compensation for a fiscal quarter even if
there is a decline in the value of our portfolio or if we incur a net loss for that quarter.

Any incentive fee payable by us that relates to our net investment income may be computed and paid on income that may include interest
that has been accrued but not vet received. If a portfolio company defaults on a loan that is structured to provide accrued interest, it is
possible that accrued interest previously included in the calculation of the incentive fee will become uncollectible. Pursuant to the
Investment Advisory Agreement and Sub-Advisory Agreement, our Adviser and Sub-Adviser, respectively, will not be under any obligation
to reimburse us for any part of the incentive fee they received that was based on acerued income that we never received in cash as a result
of a default by an entity on the obligation that resulted in the accrual of such income, and such circumstances would result in our paying an
incentive fee on income we never received.
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The time and resources that individuals employed by the Advisers devote to us may be diverted and we may face additional competition
due to ihe fact that neither our Advisers nor their affiliates is prohibited from raising money for or managing another entity that makes
the same types of investments that we larget.

Certain investment professionals utilized by our Sub-Adviser currently manage Main Street and other investment entities. In addition,

neither our Adviser nor our Sub-Adviser is prohibited from raising money for and managing future investment entities that make the same

r)'pes of investments as thosc we target, %WM—MWM&M%WWMWHM
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Additionally, the investment professionals employed by our Adviser are employees of Hines and its affiliates, and they may hold similar
positions in numerous other entities and from time to time may allocate a material amount of their time to the management of other funds or
assets unrelated 1o our business,

As a result, the time and resources that our Advisers devote to us may be diverted, and during times of intense activity in other programs,
they may devote less time and resources to our business than is necessary or appropriate. In addition, we may compete with such
investment entities for the same investors and investment opportunities.

Our Sub-Adviser may face conflicts of interest in allocating invesiment opportunities between us and itself and its affiliates.

The investment professionals utilized by our Sub-Adviser are also the investment professionals responsible for investing and managing
Main Street's securities portfolio. These professionals are responsible for allocating investment opportunities between us and Main Street.
Our exemptive relief imposes on our Sub-Adviser the obligation 1o evaluate whether each investment opportunity its investment
professionals review for Main Street is also appropriate for us and to propose an allocation of such opportunity to us if it deems such
opportunity to be appropriate. If our Sub-Adviser-arbitrarily determines that certain investment opportunities are appropriate for Main
Street but not appropriate for us, or if our Sub-Adviser proposes an allocation of an investment opportunity to us that is disproportionately
small relative to the proposed allocation to Main Street and our ability to fund the investment, our operating results could be adversely
affected.

createan incentive for the Advisers to enter into-investments that are riskier or more speculadive than wordd otherwise be the case, and
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The structure of our management fees creates potential conflicts of interest that could impact our investment returns.
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We pay management and incentive fees 1o our Advisers, and reimburse our Advisers for certain expenses they incur, In addition, investors
in shares of our common stock will invest on a gross basis and receive distributions on a net basis after expenses, resulting in, among other
things, a lower rate of return than one might achieve through direct investments.

ary-tehde-tterestthatisaeerved-butnetyetrecebvedHneashHwportiohiocompany-delauhisona-Josnthatbsstretured-o provid

The Sub-Advisory Agreement and the Investment Advisory Agreement contain co-termination provisions. Such provisions, if triggered,
may leave us without an investment adviser or sub-adviser which could negatively impact our ability to implement investment strategy
and our ability to achieve our investment objective.

Under the terms of the Sub-Advisory and Investment Advisory Agreements, if either of the Investment Advisory Agreement or Sub-
Advisory Agreement is terminated (by virtue of a vote by our board of directors or stockholders) or not renewed by our board of directors,
then the other agreement will also terminate. In addition, under the terms of the Investment Advisory Agreement and the Sub-Advisory
Agreement, in the event either the Investment Advisory Agreement or the Sub-Advisory Agreement terminates because we terminate ef
fatl(by virtue of a vote by our board of directors or stockholders) or our board of directors fails to renew either agreement, neither the
Adviser, the Sub-Adviser nor any of their affiliates may, except in certain limited circumstances, be re-engaged as Adviser or Sub-Adviser
for a period of three years following the date of such termination without the consent of the party not seeking to be re-engaged. Because our
success depends to a significant extent on the deal flow and key professionals of our Advisers, the termination of the Sub-Advisory
Agreement or Investment Advisory Agreement could have a materially adverse effect on our ability to achieve our investment objective.

Under the Investment Advisory Agreement and Sub-Advisory Agreement, as applicable, our Advisers, their respective officers, directors,

managers, partners, shareholders, members, agents, employees, controlling persons and any other person or entity affiliated with them are
not be liable to us for acts or omissions performed our Advisers in accordance with and pursuant to the Investment Advisory Agreement or
Sub-Advisory Agreement, as applicable, except those resulting from acts constituting negligence, willful misfeasance, bad faith or

misconduct, In_addition, we have agreed to_indemnify our Advisers and their respective officers, directors, managers, partners,
shareholders, members, agents, employees, controlling persons and any other person or entity affiliated with them from and against any

to authority granted by the Investment Advisory Agreement or Sub-Advisory Agreement, as applicable, except where attributable 1o gross
negligence, willful misfeasance, bad faith or misconduct,

These protections may lead our Advisers to act in a riskier manner when acting on our behalf than it would when acting for its own account,

Our Adviser has the right, under the Investment Advisory Agreement, to resign atany time upon nof less than 120 days’ written notice, and
the Sub-Adviser has the right, under the Sub-Advisory Agreement, to resign at any time upon not less than 120 days’ written notice,

our financial condition, business and results of operations as well as our ability to pay distributions are likely to be adversely affected and
the market price of our shares may decline. Even if we are able to retain comparable management, whether internal or extemal, the
integration of such management and their lack of familiarity with our investment ohjective may result in additional costs and time delays

that may adversely affect our business, financial condition, results of operations and cash flows,
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enfm:ce, or 1o enforee less wgorously, our rights and remedies under these agreements. because of our desire to maintain our oﬁj;mhg

relationship with our Advisers. Any such decision, however, would breach our fiduciary obligations to our stockholders, Our ability to enter
into transactions with our affiliates is restricted, which may limit the scope of investments available to us.
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Risks Related to Business-Development-CompaniesBDCs
Our failure to invest a sufficient portion of our assefs in qualifving assets could result in our failure to maintain our status as a BDC.,

As a BDC, we may not acquire any assets other than “qualifying assets” unless, at the time of and after giving effect to such acquisition, at
least 70% of our total assets are qualifying assets. See “Regulation.” Therefore, we may be precluded from investing in what we believe are
attractive investments if such investments are not qualifying assets. Similarly, these rules could prevent us from making additional
investments in existing portfolio companies, which could result in the dilution of our position, or could require us to dispose of investments
at an inopportune time to comply with the 1940 Act. If we were forced to sell non-qualifying investments in the portfolio for compliance
purposes, the proceeds from such sale could be significantly less than the current value of such investments.
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Regulations governing our operation as a BDC and RIC will affect our ability fo raise, and the way in which we raise, additional capital
or borrow for investment purposes, which may have a negative effect on our growtl.

s : - . —weWe expect o continue to utilize leverage to fund new investments,
We may issue “senior securities,” including borrowing money from banks or other financial institutions only in amounts such that our asset
coverage, as defined in the 1940 Act, equals at least 200% after such incurrence or issuance. Our ability to issue different types of securities
is also limited. Compliance with these requirements may unfavorably limit our investment opportunities and reduce our ability in
comparison to other Lun‘tpanl:,:a to profit fmm l'avomblc spn..‘a:ib between the rates at which we can bormw and the rates at whuh we can
lend.

We-expeetto-continue-to-utilize-deverageto-penerate capitabio-make-additionalinvestiments=If the value of our assets declines, we may be
unable to satisfy the asset coverage test under the 1940 Act, which could prehibitprevent us from paying distributions and could prevent us
from guatifvinebeing eligible to be subject to tax as a RIC, Ifwe cannot satisfy the asset coverage test, we may be required to sell a portion
of our investments and, depending on the nature of our debt financing, repay a portion of our indebtedness at a time when such sales and
repayments may be disadvantageous,

Under the 1940 Act, we generally are prohibited from issuing or selling our common stock at a price below NAV per share, which may be a
disadvantage as compared with other public companies, We may, however, sell our common stock at a price below the current NAV per
share of the common stock if our board of directors and independent directors determine that such sale is in our best interests and the best
interests of our stockholders, and our stockholders as well as those stockholders that are not affiliated with us approve such sale. In any
such case, the price at which our securities are to be issued and sold may not be less than a price that, in the determination of our board of
directors, closely approximates the fair value of such securities.

Our ability to enter into and exit transactions with our affiliales will-beis restricted.

We are prohibited under the 1940 Act from participating in certain transactions with certain of our affiliates without the prior approval of a
amajority of the independent members of our board of directors and, in some cases, the SEC. Any person that owns, directly or indirectly,
indirectly, 5% or more of our outstanding voting securities is considered our affiliate for purposes of the 1940 Act and we are generally
prohibited from buying or selling any securities from or to such affiliate, absent prior approval of our board of directors. The 1940 Act also
also prohibits certain “joint” transactions with certain of our affiliates, which could include investments in the same portfolio company
(whether at the same or different times), without prior approval of our board of directors and, in some cases, the SEC. If a person acquires
more than 25% of our voting securities, we withwould be prohibited from buying or selling any security from or to such person or certain of
of that person’s affiliates, or entering into prohibited joint transactions with such persons, absent the prior approval of the SEC. Similar
restrictions limit our ability to transact business with our officers or directors or their affiliates. We have, however, received an exemptive
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order from the SEC that permits us, notwithstanding the prohibitions contained in the 1940 Act to co-invest with Main Street under the
conditions set forth in the exemptive relief in certain transactions originated by Main Street and/or our Advisers.

We are nncertain of our sources for funding our future capital needs; if we cannot obtain debt or equity financing on acceptable terms,
onr ability to acquire investments and to expand our operations will be adversely affected.

The net proceeds from the sale of shares of common stock will be used for our investment opportunities, operating expenses, working
capital requirements, including distributions payable, and for payment of various fees and expenses such as management fees, incentive
fees and other fees. Any working capital reserves we maintain may not be sufficient for investment purposes, and we may require debt or
equity financing to operate. Accordingly, in the event that we develop a need for additional capital in the future for investments or for any
other reason, these sources of funding may not be available to us. Consequently, if we cannot obtain debt or equity financing on acceptable
terms, our ability to acquire investments and to expand our operations will be adversely affected. As a result, we would be less able 1o
achieve portfolio diversification and our investment objective, which may negatively impact our results of operations and reduce our ability
to pay distributions to our stockholders.

If we do not remain a BDC, we might be regulated as a closed-end investment company under the 1940 Act, which would subject us
to substantially more regulatory restrictions under the 1940 Act and correspondingly decrease our operating flexibility,

Risks Related to Our Investmenis

Qur investments in prospective portfolio companies, which tend-to-beinclude senior secured term-loans, seniorsecond lien loans, and
mezzanine debt-and-selected-equity-investmends, may be risky, and we could lose all or part of our investment.

We pursue a strategy focused on investing primarily in senior secured-term loans, second lien loans and mezzanine debt and selected-equity
investments-issued by Middle Market companies. Most loans in which we invest will not be rated, or would be if they were rated by a
rating agency, as “below investment grade,” or "junk," quality, Indebtedness of below investment grade quality is regarded as having
predominantly speculative characteristics with respect to the issuer’s capacity to pay interest and repay principal. We expect to hold debt
and preferred equity instruments in our investment portfolio that contain PIK interest and cumulative dividend provisions, The PIK interest,
computed at the contractual rate specified in each debt agreement, is periodically added to the principal balance of the debt and is accrued
as interest income. Thus, the actual collection of this interest may be deferred until the time of debt principal repayment. If the debt
pringipal is not repaid in full, then PIK interest will likewise be partially or wholly uncollectible,

Senior Secured Loans and Second Lien Loans. When we make senior secured term loans and second lien loans, we will generally take a
security interest in the available assets of these portfolio companies, including the equity interests of their subsidiaries. We expect this
security interest to help mitigate the risk that we will not be repaid. However, there is a risk that the collateral securing our loans may
decrease in value over time or lose its entire value, may be difficult to sell in a timely manner, may be difficult to appraise and may
fluctuate in value based upon the success of the business and market conditions, including as a result of the inability of the portfolio
company to raise additional capital. Also, in some circumstances, our lien could be subordinated to claims of other creditors. In addition,
deterioration in a portfolio company’s financial condition and prospects, including its inability to raise additional capital, may be
accompanied by deterioration in the value of the collateral for the loan. Finally, applicable bankruptey laws may adversely impact the
timing and methods used by us to liquidate collateral securing our loans, which could adversely affect the collectability of such loans,
Consequently, the fact that a loan is secured does not guarantee that we will receive principal and interest payments according to the loan’s
terms, or at all, or that we will be able to collect on the loan should we be forced to enforee our remedies.

Mezzanine Debt. Our mezzanine debt investments will generally be subordinated to senior loans and will generally be unsecured. This may
may resultina hcighlcn:)d level ufrisk and volatility or a ](:ss ufpn'm:ipal which could lead to the luss of the ent Erc invcs‘rmcnt. Mw-i—ihﬂﬂ-:
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Qur portfolio companies may incur debt that ranks equally with, or senior to, our investments in such companies.

We pursue a strategy focused on investing primarily in first-liensenior secured loans, second lien; loans and mezzanine debt-preferred
equity-and-commen-equity issued by Middle Market companies. Our portfolio companies may have, or may be permitted to incur, other
debt that ranks equally with, or senior to, the debt in which we invest. By their terms, such debt instruments may entitle the holders to
receive payment of interest or principal on or before the dates on which we are entitled to receive payments with respect to the debt
instruments in which we invest. Also, in the event of insolvency, liquidation, dissolution, reorganization or bankruptcy of a portfolio
company, holders of debt instruments ranking senior to our investment in that portfolio company would typically be entitled to receive
payment in full before we receive any distribution. After repaying such senior creditors, such portfolio company may not have any
remaining assets to use for repaying its obligation to us. In the case of debt ranking equally with debt instruments in which we invest, we
would have to share on an equal basis any distributions with other creditors holding such debt in the event of an insolvency, liquidation,
dissolution, reorganization or bankruptey of the relevant portfolio company.

There may be circumstances where our debi investmenis could be subordinated to claims of other creditors or we could be subject to
lender liability claims.

Even though we intend to gcnemlly structure certain of our investmcms as scnior loans, if one ofour portfolio companics were 1o go
assistance to that poﬁll:nlm wmpany, a bankruptcy wurt might n..-charat:t(:nzc our debt investment and subordinate all or a portion of:)ur
claim to that of other creditors. We may also be subject to lender liability claims for actions taken by us with respect to a borrower’s
business or instances where we exercise control over the borrower.

Second priority liens on collateral securing our loans may be subject to control by senior creditors with first priovity liens. If there is a
default, the value of the collateral may not be sufficient to repay in full both the first priority creditors and us.

Certain loans of ours may be secured on a second priority basis by the same collateral securing senior secured debt of such companies. The
The first priority liens on the collateral will secure the portfolio company's obligations under any outstanding senior debt and may secure
certain other future debt that may be permitted to be incurred by the company under the agreements governing the loans. The holders of
obligations secured by the first priority liens on the collateral will generally control the liquidation of, and be entitled to receive proceeds
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from, any realization of the collateral to repay their obligations in full before we receive anything. In addition, the value of the collateral in
in the event of liquidation will depend on market and economic conditions, the availability of buyers and other factors. There can be no
assurance that the proceeds, if any, from the sale or sales of all of the collateral would be sufficient to satisfy the loan obligations secured by
by the second priority liens after payment in full of all obligations secured by the first priority liens on the collateral. If such proceeds are
not sufficient to repay amounts outstanding under the loan obligations secured by the second priority liens, then we, to the extent not repaid
repaid from the proceeds of the sale of the collateral, will only have an unsecured claim against the company’s remaining assets, if any.

The rights we may have with respect to the collateral securing the loans we make to our portfolio companies with senior debt outstanding
may also be limited pursuant to the terms of one or more intercreditor agreements that we enter into with the holders of senior debt. Under
such an intercreditor agreement, at any time that obligations that have the benefit of the first priority liens are outstanding, any of the
following actions that may be taken in respect of the collateral will be at the direction of the holders of the obligations secured by the first
priority liens: the ability to cause the commencement of enforcement proceedings against the collateral; the ability to control the conduct of
such proceedings; the approval of amendments to collateral documents; releases of liens on the collateral; and waivers of past defaults
under collateral documents. We may not have the ability to control or direct such actions, even if our rights are adversely affected,
Additionally, the exercise of any rights may involve delay during which the value of collateral may decline.

We generally will not control our portfolio companies.

We do not expect to control our portfolio companies, even though we may have board representation or board observation rights, and our
debt agreements may contain certain restrictive covenants. As a result, we are subject to the risk that a portfolio company in which we
invest may make business decisions with which we disagree and the management of such company, as representatives of the holders of
their common equity, may take risks or otherwise act in ways that do not serve our interests as debt investors. Due to the lack of liquidity
for our investments in non-traded companies, we may not be able to dispose of our interests in our portfolio companies as readily as we
would like or at an appropriate valuation. As a result, a portfolio company may make decisions that could decrease the value of our
portfolio holdings.

We will be subject to financial market risks, including changes in interest rates, which may have a substantial negative impact on onr

investments, cost of capital and/or net investment income.

We are subject to financial market risks, including changes in interest rates. While the majority of our investments are floating-rate debt
instruments, to the extent that we invest in fixed-rate securities or loans, general interest rate fluctuations may have a substantial negative
impact on our investments and investment Uppurtumlu.b and, acwrdm!.,,ly have a material Eﬂ]\fl.['bc effect on our investment objective ﬁrld
our rate of return on invested capital,
needs. ifany.

In addition, since we use debt to finance investments, our net investment income will depend, in part, upon the difference between the rate
at which we borrow funds and the rate at which we invest those funds, As a result, we can offer no assurance that a significant change in
market interest rates will not have a matenial adverse effect on our net investment income. In periods of rising interest rates when we have
debt outstanding, our cost of funds will increase, which could reduce our net investment income, We expect that our long-term fixed-rate
investments will be financed primarily with equity and long-term debt, We may use interest rate risk management techniques in an effort to
limit our exposure to interest rate fluctuations. These technigques may include various interest rate hedging activities to the extent permitted
by the 1940 Act, These activities may limit our ability to participate in the benefits of lower interest rates with respect to the hedged
portfolio. Adverse developments resulting from changes in interest rates or hedging transactions could have a material adverse effect on our
business, financial condition and results of operations. Also, we have limited experience n entering into hedging transactions, and we will
initially have to purchase or develop such expertise,

You should also be aware that a rise in the general level of interest rates can be expected ta lead 1o higher interest rates applicable to our
debt investments, Accordingly, an increase in interest rates may result in a substantial increase in the amount of incentive fees payable to

our Advisers. In addition, a decline in the prices of the debt due to rising market interest rates not reflected in such debt investments we own

OQur portfolio companies may experience financial distress from time to time, The debt investments of these companies may not produce
Income, may require us to bear certain expenses to protect our investment and may subject us to uncertainty as to when, in what manner and

and for what value such distressed debt will eventually be satisfied, including through liquidation, reorganization or bankruptey, If an
exchange offer is made or| plan of recrganizaticu is adqprcdwill: rcspecl o lhr: debt securities we currently hold, there can ‘nc N0 ASSUrANee

value or income _pgmuaLumduLumhuLwﬁ_mt icipated when our umahnmuummed&mﬂmLMjm. of restructuring. In
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addition, we may receive equity securities in exchange for the debt investment that we currently hold, which may require significantly more
more of our management’s time and attention or carry restrictions on their disposition,

risk of default is increased to the extent that the loan documents do not require the portfolio companies to pay down the outstanding
principal of such debt prior to maturity, In addition, if general interest rates rise, there is a risk that our portfolio companies will be unable to
pay escalating interest amounts, which could result ina default under their loan documents with us. Rising interests rates could also cause
portfolio companies to shift cash from other productive uses to the payment of interest, which may have a material adverse effect on their
business and operations and could, over time, lead to increased defaults. Any failure of one or more portfolio companies to repay or
refinance its debt at or prior to maturity or the inability of one or more portfolio companies to make ongoing payments following an
increase in contractual interest rates could have a material adverse effect on our business, financial condition, results of operations and cash
flows,

The loans in our investment portfolio generally are prepayable at any time, some of which have no premium to par. Whether a loan is
prepaid will depend both on the continued positive performance of the portfolio company and the existence of favorable financing market
conditions that allow such company the ability to replace existing financing with less expensive capital. In the case of some of these loans,

having the loan prepaid may reduce the achievable yield for us if the capital retumed cannot be invested in transactions with equal or
greater expected yields, which could have a material adverse effect on our business, financial condition and results of operations.

We currently expect that a significant pertion of our investments will involve private securities, In conneetion with the disposition of
an investment in private securities, we may be required to make representations about the business and financial affairs of the portfolio
company typical of those made in connection with the sale of a business. We may also be required to indemnify the purchasers of such
investment to the extent that any such representations turm out to be inaccurate or with respect to certain potential liabilities. These
arrangements may result in contingent liabilities that ultimately yield funding obligations that must be satisfied through our return of
certain distributions previously made to us,

Defaulis by our portfolio companies will harn our operating resulis.

A portfolio company’s failure to satisfy financial or operating covenants imposed by us or other lenders could lead to defaults and,
potentially, termination of its loans and foreclosure on its secured assets, which could trigger cross-defaults under other agreements and
Jeopardize a portfolio company’s ability to meet its obligations under the debt or equity securities that we hold {and we may invest in
portfolio companies that are highly leverage themselves). We may incur expenses to the extent necessary to seek recovery upon default or
to negotiate new terms, which may include the waiver of certain financial covenants, with a defaulting portfolio company. We may also
suffer unrealized depreciation on any investment in a portfolio company upon defiult. Additionally, our investments with a deferred interest
feature such as original issue discount could represent a higher credit risk than investments that must be paid in full in cash on a regular
basis. Lastly, if a portfolio company defaults on a loan that is structured to provide accrued interest, it is possible that accrued interest
previously used in the calculation of the incentive fee will become uncollectible,

We may not realize gains from our equity investimens, which may adversely affect our investment returns and stockholders’ ability to
recaver their entire investment in us.

Certain investments that we may make could include warrants or other equity securities. In addition, we may make direct equity
investments, including controlling investments, in companies. Our gealinvestment objective is ultimately to realize gains upon our
disposition of such equity interests. We believe that we may be unable to significantly increase our NAV per share unless we realize gains
on our disposition of equity interests, thus creating risk that we will not ultimately recover our organization and offering costs, including
our Dealer Manager fee and commissions on the sale of our shares of common stock. However, the equity interests we receive may not
appreciate in value and, in fact, may decline in value. Accordingly, we may not be able to realize gains from our equity interests, and any
gains that we do realize on the disposition of any equity interests may not be sufficient to offset any other losses we experience or (o
produce returns and distributions upon liguidation or sale of all our assets that provide investors with a return of all of their original
purchase price for our shares of common stock. We also may be unable to realize any value if a portfolio company does not have a liquidity
liguidity event, such as a sale of the business, recapitalization or public offering, which would allow us to sell the underlying equity
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interests. We intend-to-seekmay acquire puts or similar rights to give us the right to sell our equity securities back to the portfolio company
company issuer. We may be unable to exercise these put rights for the consideration provided in our investment documents if the issuer is in
is in financial distress.

An investment strategy focused primarily on privately held companies presents certain challenges, including the lack of available
information aboui these companies,

Our investments are |:||-u'f|ar|l:,r in r.lcbt and cqunty wcunlu:b of Mu!dh: Market c-::mpamcs, 1nu]udmg pnvatc]y hclr.l wmpnnn::s
tvestrmentslnvesting in priva 2 4 & 3 HEppRA
eompanies-haveprivately held companies prﬁenls certain chal!euges mcludm_l,m such companies:

+  may have limited financial resources, reduced aceess to the caplml nrarkets sesabism e dinisbedenpaabiesoces sedabibine o
wﬁhﬁmmi-ﬁn taddistress. 5 1o the ivestments themselves tend to be less hguid. As such. we may have dithiculty exiting an

may be
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maturity or outside of a normal amortization schedule;

+  have shorter operating histories and therefore linle public information, narrower product lines and smaller market shares than
L“LL'I' busin:ss«:s, \\'high |¢ud to render tlwm morg \'lllmr'lbh to Lompuimrs’ .u,.tions and Lh‘mbina, m'lrku q,ondilions as wdl as

diligence to evaluate the -:.n.dnnoﬁhmua: and potential returns from i[l\LbhHL in t!mvu companics;

= _are more likely to depend on the management talents and efforts of a small group of persons; therefore, the death, disability,
resignation or termination of one or more of these persons could have a material adverse impact on our portfolio company and, in
tum, on us;

+ __ penerally have less predictable operating results, may from time to time be parties to litigation, may be engaged in_rapidly
changing businesses with products subject to a substantial risk of obsolescence, and may require substantial additional capital to
support their operations, finance expansion or maintain their competitive position;

+___our officers and directors and emplovees of our Advisers may, in the ordinary course of business, be named as defendants in
litigation arising from our investments in_the portfolio companies; and

= ___may have difficulty accessing the capital markets to meet future capital needs, which may limit their ability to grow or to repay
their outstanding indebtedness upon maturity.

These companies and their financial information will generally not be subject to the Sarbanes-Oxley Act and other rules that govern public
companies. If we are unable to uncover all material information about these companies, we may not make a fully informed investment
decision, and we may lose money on our investments. As a result, the relative lack of liguidity and the potential diminished capital
resources of our target portfolio companies may affect our investment retums.

The lack of liguidity in our invesiments may adversely affect our business.

We invest in companies whose securities are typically not publicly traded, and whose securitics will be subject to legal and other
restrictions on resale or will otherwise be less liquid than publicly traded securities. The illiquidity of these investments may make it
difficult for us to sell these investments when desired. In addition, if we are required to liquidate all ora portion of our portfolio quickly, we
may realize significantly less than the value at which we had previously recorded these investments. As a result, we do not expect to
achieve liquidity in our investments in the near-term. We expect that our investments will generally be subject to contractual or legal
restrictions on resale or are otherwise illiguid because there is usually no established trading market for such investments. The illiquidity of
most of our investments may make it difficult for us to dispose of them at a favorable price, and, as a result, we may suffer losses.

We may not have the funds or ability to make additional investments in our portfolio companies.
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We may not have the funds or ability to make additional investments in our portfolio companies. After our initial investment in a portfolio
company, we may be called upon from time to time to provide additional funds to such company or have the opportunity to increase our
investment through the exercise of a warrant to purchase common stock. There is no assurance that we will make, or will have sufficient
funds to make, follow-on investments. Any decisions not to make a follow-on investment or any inability on our part to make such an
investment may have a negative impact on a portfolio company in need of such an investment, may result in a missed opportunity for us to
increase our participation in a successful operation or may reduce the expected return on the investment,

We may concentrate our investments in companies in a particular industry or industries.

In the event we concentrate our investments in companies in a particular industry or industries, any adverse conditions that
disproportionately impact that industry or industries may have a magnified adverse effect on our operating results.

A prolonged continuation of depressed oil and natural gas prices would adversely affect the credit quality and performance of certain of our
debt and equity investments in energy and power companies. A decrease in credit quality and performance would, in turn, negatively affect
the fair value of these investments, which would consequently negatively affect our NAV, Should a prolonged period of depressed oil and
natural gas prices occur, the ability of certain of our portfolio companies in the energy industry to satisfy financial or operating covenants
imposed by us or other lenders may be adversely affected, which could, in turn, negatively impact their financial condition and their ability
to satisfy their debt service and other obligations. Likewise, should a prolonged period of depressed oil and natural gas prices oceur, it is
possible that the cash flow and profit generating capacity of these portfolio companies could also be adversely affected thereby negatively
impacting their ability to pay us dividends or distributions on our investments, which could have a material adverse effect on our business,
financial condition and results of operations. Also, energy and power companies are subject to supply and demand fluctuations in the
markets in which they operate, which are impacted by numerous factors, including weather, use of renewable fuel sources, natural disasters,
governmental regulation and general economic conditions, in addition to the effects of increasing regulation and general operational risks,
any of which could have a material adverse effect on the performance and value of our investments in energy and power companies as well
as our cash flows from such investments.

Certain of our portfolio companies may be concentrated in certain geographic regions of the country. In such instance, we will be
subject to the risks associated with those geographic regions of the couniry, including their economic conditions and growih prospects.

We may make investments in portfolio companies that are concentrated in certain geographic regions of the country. As a result, our
investments in those portfolio companies will be subject to the risks of those geographic regions. These risks may include the risks
associated with the economics and growth prospects of those geographic regions. An economic downturn or a negative change in growth
prospects for those geographic regions could result in an inability of those portfolio companies to meet their obligations to us pursuant to
our debt investments in them, or a decrease in the intrinsic value of our equity investments in them. In either instance, as a result of our
exposure to the risks associated with those geographic regions, our expected carnings from these portfolio companies may be less than
expected and as a result, your investment in us may be adversely affected.

Risks Relating to Delt Financing

We may have limited ability to fund new investments if we are unable to expar:d, extend or refinance our Capital One Credif Facility or
the Deutsche Bank Credit Facility (combined, the **Credit Facilities""

On March 11, 2014, we entered into the Capital One Credit Facility-with-Capital-One-and-the-Lenders-in-the-faeility—The-Capital- One
CreditFaeility, which amended and restated in its entirety a pre-existing $15 million senior secured revolving credit facility with Capital
One. The Capital One Credit Facility has subsequently been amended on multiple occasions, most recently on May 29, 2015, to, among
other things, increase the revolver commitments to $425125.0 million, and has an accordion provision allowing increases in borrowing of
up to 5150 million, subject to certain conditions. The maturity date of the Capital One Credit Facility is March 11, 2017, subsequent to
which we have two, one-year extension options, subject to approval of the Lenders,

On June 2, 2014, HMS Funding entered into the Deutsche Bank Credit Facility, which provided for an initial borrowing capacity of $50
million, subject 1o certain limitations, including limitations with respect 1o HMS Funding’s investments, as more fully described in the
Deutsche Bank Credit Facility. The Deutsche Bank Credit Facility was amended and restated on May 18, 2015 and subsequently has been
amended on multiple occasions, most recently on September 232045 February 9, 2016, increasing the revolver commitments to 3360385
million, The Deutsche Bank Credit Facility matures on June 16, 2020,
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March 31, 2016, we had bon'owingsl, of
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SE7865.0 million outstanding on our Capital One Credit Facility and had borrowings of $95-:0330.0 million outstanding on the Deutsche
Bank Credit Facility. As of December 31, 2015, we had borrowings of $105.0 million outstanding on our Capital One Credit Facility and
had borrowings of $275.0 million outstanding on the Deutsche Bank Credit Facility.

There can be no guarantee that we will be able to expand, extend or replace the-Capital-One Credit Faetlity-or-the Deutsche Bank-Credit
FaethtyFacilities on terms that are favorable to us, if at all, Our ability to expand the-CapitalOne Credit Faetlineand-the Dewtsche Bank
redit-FactityFacilities. and to obtain replacement financing at the time of maturity, will be constrained by then-current economic
conditions affecting the credit markets.

Asa BDC, we generally are required to meet a coverage ratio of total assets to total borrowings and other senior securities, which include
all of our borrowings and any preferred stock that we may issue in the future, of at least 200%. Stated differently, the amount of our total
borrowings and other senior securities as a percentage of our total assets cannot exceed 50%. Ifthis ratio declines below 200%, we cannot
incur additional debt and could be required to sell a portion of our investments to repay some debt when it is disadvantageous to do so.

In March of 2013, the Board of Govemnors of the Federal Reserve System, the Federal Deposit Insurance Corporation, and the Office of the
Comptroller of the Currency (the “Agencies™) jointly issued final guidance on leveraged lending transactions conducted by regulated
financial institutions (the “Leveraged Lending Guidance™). In November of 2014, the Agencies issued “Frequently Asked Questions
("FAQ") for Implementing March 2013 Interagency Guidance on Leveraged Lending” that were designed to foster industry and examiner
understanding of the Leveraged Lending Guidance, The Leveraged Lending Guidance outlines for Agency-supervised institutions high-
level principles related to safe-and-sound leveraged lending and contains the Agencies’ minimum expectations for a risk management
framework that financial institutions should have in place. Fhe-Leveraged-Lending-Guidance-provides-only—commeon-definitions—of
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stmcs that the risk management and rr:ponmg aspecis of the chcraged Lcndmg Guidance should be applied to underlying loans in
structured transactions if an institution originates or retains credit risk in the individual loans. If the financial institution originates or
participates in a loan to a BDC that holds leveraged loans, then the loan to the BDC constitutes indirect exposure that should be measured
and reported as a leveraged loan. The full impact of the Leveraged Lending Guidance and the FAQ is still uncertain, but it is possible that
financing may become more expensive for us and banks or other financial institutions may be less willing to engage in leveraged lending,
making it more difficult for us to obtain financing.

In addition to regulatory limitations on our ability to raise capital, the Credit Facilities contain various covenants, which, if not
complied with, could accelerate our repayment obligations under the Credit Facilities, therehy materially and adversely affecting our
liguidity, firancial condition, resulis of operations and ability to pay distributions.

We will have a continuing need for capital to finance our operations. The Capital One Credit Facility contains affirmative and negative
covenants usual and customary for leveraged financings, including:

+  maintaining an interest coverage ratio of at least 2.0 to 1.0
+  maintaining an asset coverage ratio of at least 2.25 to 1.0 and
*  maintaining a minimum consolidated tangible net worth, excluding Structured Subsidiaries, of at least 350 million.

Additionally, the Capital One Credit Fagility requires us to obtain written approval from the administrative agent prior to entering into any
material amendment, waiver or other modification of any provision of the Investment Advisory Agreement. The Capital One Credit Facility
permits us to fund additional loans and investments as long as we are within the conditions set out in the agreement.

The Deutsche Bank Credit Facility contains affirmative and negative covenants usual and customary for leveraged financings, including
maintaining a positive tangible net worth and limitations on industry concentration. Further, the Credit Facilities contains usual and
customary default provisions including:

+  adefault in the payment of interest and principal;

+  insolvency or bankruptcy of the Company;

+  amaterial adverse change in the Company’s business; or

+  breach of any covenant, representation or warranty in the loan agreement or other credit documents and failure to cure such breach
breach within defined periods.
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compliance with the covenants contained in the Credit Facilities depends on many factors, some of which are beyond our control. There are
no assurances that we will continue to comply with these covenants. Any failure to satisfy these covenants could result in foreclosure by our
lenders, which would accelerate our repayment obligations under one or both of the Credit Facilities and thereby have a material adverse
effect on our business, liquidity, financial condition, results of operations and ability to pay distributions to our stockholders.

Because we borrow money, the potential for gain or loss on amounts invested in us is magnified and may increase the risk of investing
int us.

Borrowings, also known as leverage, magnify the potential for gain or loss on invested equity capital. As we use leverage to partially
finance our investments, you will experience increased risks associated with investing in our securities. We may borrow from banks and
ather Ienders, 1nc1udmg under the Credn: Fam] ities, and miy issue debt securities urenu:r into ul‘hertypes afhormwmg arrangements in the
futurf:

any decrcnse in our income would cause our net investment income to decling more slmrp] y than it would have had we not borrowed. Such
a decline could negatively affect our ability to make distributions to our stockholders. Leverage is generally considered a speculative
investment technigue.

The ful.lowiqg table i]lustrates the effect of leverage on retums | ﬁ'oman imresrmem in Our commen s srock assuming various amlual retums,
table below, The calculanon aé-éiinlcs {lj we bormw funds r:qual 1040/6 ofour total : asscls, (11} we sell $200,0 million of common stcn:k (m}
our net oﬂ"ermj,_gmceeds ﬁ'om such s-a]es equal $17? 0 nulhon,_{w}ﬂe resultmg average total assets are approxlmately 39'92 9 mll.lwn
that we will sell an aggrg:gatc 520,0_ 0 m1l lion worth _ol‘gut common smck durmg lhc follo,wmg _lw_elvc_ months, In order to compute tl1r:
"Correspending return to shareholders,” the "Assumed Eeturn on Our Portfolio (net of expenses)” is multiplie
twhmjﬂmammulmmgm,lmm_lhmmm, the interest expense is caleulated by multiplying the a:

g 55 (1) we borrow funds equal to 40% of our total assets, (i) we sell $200.0 million of commeon stock, (iii) our net offering
proceeds from such sales equal 5177.0 million, (iv) the resulting average total assets are approximately $992.9 million during the twelve-
month period commencing April 1, 2016 and (v) a weighted average cost of funds of 3.29%, our assets would need to yield an annual retum
(net of expenses) of approximately 1.34% in order to cover the annual interest payments on our outstanding debt,

(A o dabt 1o Boanced 21 b < gyl | 1 e sl el 4 3 e tha AL < bt 1} PP T DEes &
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we boreow funds and the rate-at which we invest those funds. As a result we can otter no-assurance that a significant change inmarket

fof i vound ol I PERTT || W reweany las. x loA T i o i AL af glaad | i |
S e c T i st bk i H-fHet SHHE R HTe o *F i o E- R Hee et
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hedged portfolio. Adverse developments resulting from changes in mterest rates or-hedaing transactions could have a material adverse
HI&H—ﬁﬁ-(-mr—bﬂ-wme-ﬁ—I-muﬁu:rl—:rmd-ﬂ-rﬁﬂWtﬂwﬂmﬁr1-—;'-\4-3—w-.-'-lmHtmﬁmjﬁﬁmeiWﬁaeml&h&Em&bﬁdmﬂm
bttt H stbd vt bbb H e o Pt B b hge st by -We are a holding company and fund a_majority of our
mvestmems thmu;,h wholly owned subsidiaries. We depend upon the cash ﬂow from our subsidiaries and the receipt of funds from them,
any of which may be subject to restriction or limitations based on the organizational documents of the subsidiaries and the agreements
governing the debt of any such subsidiary, In addition, because we are a holding company, any debt securities that we issue will be
structurally subordinated to the obligations of our subsidiaries. In the event that one of cur subsidiaries becomes insolvent, liquidates,
reorganizes, dissolves or otherwise winds up, its assets will be used first to satisfy the claims of its ereditors, Consequently, any claim by us
us or our creditors against any subsidiary will be structurally subordinated to all of the claims of the creditors of such subsidiary, We cannot
cannet assure security holders that they will receive any payments required to be made under the terms of any debt securities that we may
issue or other distributions.

Risks Relating to the Offering and Our Common Stock

Investors will not know ihe purchase price per share of commaon stock ai the time they submit their subscription agreements and could
pay a premium for their shaves of commaon stock if our board of directors does not decrease the offering price in the event of a decline o
NAV per share.

The purchase price at which you purchase shares of common stock will be determined at each weekly closing date to ensure that shares of
common stock are not sold at a price per share , after deduction of selling commissions and Dealer Manager fees, that is below our NAV. In
the event of a decrease to our NAV per share of our common stock, you could pay a premium for your shares of common stock if our board
of directors does not decrease the offering price. A decline in our NAV per share of our common stock to an amount more than 2.5% below
our current offering price, net of selling commissions and Dealer Manager fees, creates a rebuttable presumption that there has been a
material change in the value of our assets such that a reduction in the offering price per share is warranted, This presumption may only be
rebutted if our board of directors, in consultation with our management, reasonably and in good faith determines that the decline in NAV
per share of our common stock is the result of a temporary movement in the credit markets or the value of our assets, rather than a more
fundamental shift in the valuation of our portfolio. In the event that (i) NAV per share of our common stock decreases to more than 2.5%
below our current net offering price and (i) our board of directors believes that such decrease in NAV per share is the result of a non-
temporary movement in the credit markets or the value of our assets, our board of directors will undertake to establish a new net offering
price that is not more than 2.5% above our NAV per share. If our board of directors determines that the decline in our NAV per share of our
commaon stock is the result of a temporary movement in the credit markets, investors will purchase shares of common stock at an offering
price per share of our common stock, net of selling commissions and Dealer Manager fees, which represents a premium to the NAV per
share of greater than 2.5%. See “Determination of Net Asset Value.”

As a result of this policy, your purchase price may be higher than the prior closing price per share of our common stock. Therefore you may
receive a smaller number of shares than if you had subscribed at the prior closing date.

If we are unable to raise substantial funds in our ongoing, continwous “best efforts offering,” we will be limited in the number and type
af investments we may make, and the value of your investment in us may be reduced in the event our assets under-perform.

SurWe are offering our common stock on a continuous-Oferineis-beins-made-ona, best efforts basis, whereby our Dealer Manager and
broker-dealers participating in the Offering are only required to use their best efforts to sell our shares of common stock and have no firm
commitment or obligation to purchase any of the shares of common stock. In addition, selling brokers have more than one BDC offering to
emphasize to prospective purchasers, a choice that may make success in conducting the Offering more difficult, To the extent that less than
the maximum number of shares of common stock is subscribed for, the opportunity for diversification of our investments may be decreased
and the returns achieved on those investments may be reduced as a result of allocating all of our expenses over a smaller capital base.

Qur shares of common stock are not listed on an nm::i'mﬂge ar qum‘ed .!.'lmngh a q:m.ta.twn system-ard, will not be listed for the
Joreseeable fuiure, if ever_and we are % g, Therefore, you will have lunited
liguidity and may not receive a full return of Jmur invested capi&ai' if you sell y&urskam af commaon stock.

Our shares of common stock are illiquid assets for which there is not a secondary market nor is it expected that any will develop in the
future. We intend to explore a potential liquidity event for cur stockholders between four and six years following the completion of our
Offering period, which may include follow-on offerings after completion of thisthe Offering. However, there can be no assurance that we
will complete a liquidity event within such time or at all. We expect that our board of directors, in the exercise of its duties to us, will
determine to pursue a liquidity event when it believes that then-current market conditions are favorable for a liquidity event, and that such
such an event is in our best interests. A liquidity event could include (1) the sale of all or substantially all of our assets either on a complete
complete portfolio basis or individually followed by a liquidation, (2} a listing of our shares of common stock on a national securities
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exchange or (3) a merger or another transaction approved by our board of directors in which our stockholders will receive cash or shares of
of a publicly traded company.

In making the decision to apply for listing of our shares of commeon stock, our directors will try to determine whether listing our shares of
common stock or liquidating our assets will result in greater value for our stockholders. In making a determination of what type of liquidity
event is in our best interests, our board of directors, including our independent directors, may consider a variety of criteria, including
market conditions, portfolio diversification, portfolio performance, our financial condition, potential access to capital as a listed company,
market conditions for the sale of our assets or listing of our common stock, internal management requirements to become a perpetual life
company and the potential for stockholder liquidity. If our shares of commeon stock are listed, we cannot assure you a public trading market
will develop. Since a portion of the offering price from the sale of shares-efcommon stock-in-the- Offering will be used to pay expenses and
fees, the full offering price paid by stockholders will not be invested in portfolio companies. As a result, even if we do complete a liquidity
event, you may not receive a return of all of your invested capital,

You should also be aware that shares of publicly traded closed-end investment companies frequently trade at a discount to their NAV. Ifour
shares of common stock are eventually listed on a national exchange, we would not be able to predict whether our common stock would
trade above, at or below NAV per share. This risk is separate and distinct from the risk that our NAY per share may decline.

Because our Dealer Manager is an affiliate of our Adviser you will not have the benefit of an independent review of us customarily
performed in underwritten offerings.

Our Dealer Manager is an affiliate of Hines and did not make an independent review of us or the Offering. Accordingly, you will have to
rely on your own broker-dealer to make an independent review of the terms of the Offering. If your broker-dealer does not conduet such a
review, you will not have the benefit of an independent review of the terms of the Offering. Further, the due diligence investigation of us by
our Dealer Manager cannot be considered to be an independent review and, therefore, may not be as meaningful as a review conducted by
an unaffiliated broker-dealer or investment banker. You will not have the benefit of an independent review and investigation of the Offering
of the type normally performed by an unaffiliated, independent underwriter in an underwritten public securities offering. In addition, we do
not, and do not expect to, have research analysts reviewing our performance or our securities on an ongoing basis. Therefore, you will not
have an independent review of our performance and the value of our common stock relative to publicly traded companies.

Qur share repurchase program allows us to repurchase your shares on a guarterly basis, subject to certain restrictions and limitations.
As a result, you will have limited opportunities to sell your shares and, to the extent you are able to sell your shares under the program,
you may not be able to recover the amount of your investment in our shares.

T-September 20 3-we-commenced We have a share repurchase program allowing us to Tt.‘pul’l.hﬁ::c appmmmatt.]y 10% of our weighted
average number of outstanding shares in any 12-month period-aHewing voutosell back yourshe Fiamy stk parter by
batsisat a price equal to-the S AN per share, as determined within 45 hours of t]wieplm.ha-.e date. 111e share repurchase program includes
AiFerons-restrictons- that witHimityeur abitity-to-selbvourshares, Unless our board of directors determines-otherwiseclects to suspend our
share repurchase program, we will limit the number of shares to be repurchased (i) during any calendar year to the number of shares we can
repurchase with the proceeds we receive from the issuance of shares of our common stock under our distribution reinvestment plan during
the trailing four quarters and (ii) in any calendar quarter to 2.5% of the weighted average number of shares of common stock outstanding
during the trailing four quarters. This program allows vou to sell back your shares of common stock to us on a quarterly basis at a price
equal to the NAV per share, as determined within 48 hours of the repurchase date. The share repurchase program includes numercous
restrictions that will limit your ability to sell your shares,
At the discretion of our board of directors, we may also use cash on hand, cash available from borrowings and cash from the sale of our
investments as of the end of the applicable period to repurchase shares. To the extent that the number of shares put to us for repurchase
exceeds the number of shares that we are able to purchase, we will repurchase shares on a pro rata basis, not on a first-come, first-served
basis. Further, we will have no obligation to repurchase shares if the repurchase would violate the restrictions on distributions under federal
law or Maryland law, which prohibits distributions that would cause a corporation to fail to meet statutory tests of solvency. These limits
may prevent us from au.omm{:dalmgaﬂ I'Cplll‘i.hub(‘.‘ TL‘qlli..htb made in arl:.r year. In addition, our board Uﬁi irectors may suspend urtcn'nmﬁtc
the share repurchase program:
nmunw;hiﬁepamk»mal&mﬂ- b yuu- A addition. even 4Iwe~ |mplﬁ+m1l 4 w]mle wpmrtlm-\e progra; -wemll-hm-&dlwremm iﬂ-\-li‘v}'l@l’s\{l o
s-ahel and therefore should not be relied

upon as a method to scll shares promptly and at a dr:sired price.

Fhetiming-ofowrQur repurchase offers pursuant to our share repurchase program may be at a-time-that-is-disadvantageonstoprices
lower than the price paid by our stockholders to purchase our conunon stock.

When we make quarterly repurchase offers pursuant to the share repurchase program, we may offer to repurchase shares of common stock
stock at a price that is lower than the price that investors paid for shares of common stock in our Offering. As a result, to the extent
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investors paid an Offering price that includes the related sales load and to the extent investors have the ability to sell shares of common
stock pursuant to our share repurchase program, then the price at which an investor may sell shares of common stock, which will be at the
the NAV per share, as determined within 48 hours prior to the repurchase date, may be lower than what an investor paid in connection with
with the purchase of shares of common stock in eurthe Offering.

We may be unable to invest a significant portion of the-net stock offering proceeds-of the-Offering on acceplable terms in an acceplable
time frane.

Delays in investing the-net stock offering proceeds-efthe Offering may impair our performance. We cannot assure you that we will be able
to identify any investments that meet our investment objective or that any investment that we make will produce a positive return. We may
be unable to invest-the net stock offering proceeds-of the-Offering on acceptable terms within the time period that we anticipate or at all,
which could harm our financial condition and operating results.

Before making investments, we will invest theany net stock offering proceeds-ef our-publie- Offering primarily in cash, cash equivalents,
U.S. government securities, repurchase agreements and high-quality debt instruments maturing in one year or less from the time of
investment, which may produce returns that are significantly lower than the retums which we expect to achieve when our portfolio is fully
invested in securities meeting our investment objective. As a result, any distributions that we pay while our portfolio is not fully invested in
securities meeting our investment objective may be lower than the distributions that we may be able to pay when our portfolio is fully
invested in securities meeting our investment objective.

Under the terms of our charter, our board of directors is authorized to isswe shares of preferved stock with rights and privileges superior
to common stockholders without common siockholder approval.

Under the terms of our articles of amendment and restatement (our "charter”), our board of directors is authorized to issue shares of
preferred stock in one or more classes or series without stockholder approval. The board of directors has discretion to set the terms,
preferences, conversion or other rights, voting powers, restrictions, limitations as to dividends or other distributions, qualifications and
terms or conditions of redemption for each class or series of preferred stock. Every issuance of preferred stock will be required to comply
with the requirements of the 1940 Act. The 1940 Act requires that (1) immediately after issuance and before any distribution is made with
respect to our common stock and before any purchase of common stoek is made, such preferred stock together with all other senior
securities must not exceed an amount equal 1o 50% of our total assets after deducting the amount of such distribution or purchase price, as
the case may be, and (2) the holders of shares of preferred stock, if any are issued, must be entitled as a class to elect two directors at all
times and to elect a majority of the directors if distributions on such preferred stock are in arrears by two years or more. Certain matters
under the 1940 Act require the separate vote of the holders of any issued and outstanding preferred stock.

Your interest in us will be diluted if we issue additional shares, which could reduce the overall value of your investment.

Qur investors do not have preemptive rights to any shares we issue in the future. Our charter authorizes us to issue 450,000,000 shares of
common stock. Pursuant to our charter, a majority of our entire board of directors may amend our charter from time to time to increase or
decrease the aggregate number of authorized shares of stock or the number of authorized shares of stock of any class or series without
stockholder approval. After your purchase in the Offering, our board of directors may elect to sell additional shares in this or future public
offerings, issue equity interests in private offerings or issue share-based awards to our independent directors or employees of our Advisers.
To the extent we issue additional equity interests after your purchase in the Offering, your percentage ownership interest in us will be
diluted. In addition, depending upon the terms and pricing of any additional offerings and the value of our investments, you may also
experience dilution in the book value and fair value of your shares of common stock.

Certain provisions of our charter and bylaws as well as provisions of the Maryland General Corporation Law could deter takeover
aftempts and have an adverse impact on the value of our common stock.

Qur charter and bylaws, as well as certain statutory and regulatory requirements, contain certain provisions that may have the effect of
discouraging a third party from attempting to acquire us. Under the Maryland General Corporation Law (the "MGCL"), “control shares™
acquired in a “control share acquisition™ have no voting rights except to the extent approved by a vote of two-thirds of the votes entitled to
to be cast on the matter, excluding shares owned by the acquiror, by officers or by employees who are directors of the corporation. QOur
bylaws contain a provision exempting from the Control Share Acquisition Act under the MGCL any and all acquisitions by any person of
our shares of stock, There can be no assurance that such provision will not be amended or eliminated at some time in the future, The
Control Share Acquisition Act (if we amend our bylaws to be subject to that Act) may discourage others from trying to acquire control of us
us and increase the difficulty of consummating any offer. However, we will amend our bylaws to be subject to the Control Share
Acquisition Act only if our board of directors determines that it would be in the best interests of our stockholders and if the SEC staff
expressly approves that our being subject to the Control Share Acquisition Act does not conflict with the 1940 Act. The SEC staff has
issued informal guidance setting forth its position that certain provisions of the Control Share Acquisition Act, if implemented, would
violate Section 18(i) of the 1940 Act. Under the MGCL, specified “business combinations,” including mergers, consolidations, share
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exchanges, or, in circumstances specified in the statute, asset transfers or issuances or reclassifications of equity securities, between a
Maryland corporation and any person who beneficially owns, directly or indirectly, 10% or more of the voting power of the corporation’s
outstanding voting stock, and certain other parties (each an “interested stockholder™), or an affiliate of the interested stockholder, are
prohibited for five years after the most recent date on which the interested stockholder becomes an interested stockholder. Thereafter any of
of the specified business combinations must be approved by two super majority votes of the stockholders unless, among other conditions,
conditions, the corporation’s common stockholders receive a minimum price for their shares.

Under the MGCL, certain statutory provisions permit a corporation that is subject to the Exchange Act and that has at least three
independent directors 1o be subject to certain corporate governance provisions notwithstanding any contrary provision in the corporation’s
charter and bylaws. Among other provisions, a board of directors may classify itself without the vote of stockholders. Further, the board of
directors, by electing into certain statutory provisions and notwithstanding any contrary provision in the charter or bylaws, may (i) provide
that a stockholder-requested special meeting of stockholders will be called only at the request of stockholders entitled to cast at least a
majority of the votes entitled to be cast at the meeting, (ii) reserve for itself the right to fix the number of directors, and (1i1) retain for itself
the exclusive power to fill vacancies created by the death, removal or resignation of a director, which is permitted under our charter. A
corporation may be prohibited by its charter or by resolution of its board of directors from electing to be subject to any of the provisions of
the statute. We are not prohibited from implementing any or all of the statute.

Additionally, our board of directors may, without stockholder action, authorize the issuance of shares of stock in one or more classes or
series, including preferred stock: and our board of directors may, without stockholder action, amend our charter from time to time to
increase or decrease the aggregate number of shares of stock or the number of shares of stock of any class or series that we have authority
to issue. These provisions may inhibit a change of control in circumstances that could give the holders of our common stock the opportunity
to realize a premium over the value of our common stock.

Becansethereisnopublictradingmarketforlnvesting in shares of our common stock andwearenotoblisatedio-effectnate-atiguidity

The investments we make in accordance with our investment objective may result in a higher amount of risk than alternative investment
options and a higher risk of volatility or loss of principal. Our investments in portfolio companies involve higher levels of risk, and

therefore, an investment in our shares may not be suitable for someone with lower risk tolerance.

nobsnecesstully-complete-a-hiquiditv-event-hguidity-for-your- shares-of common-stock-wilb-be-lmited-to-our-share-repurchase-program
All distributions declared o stockholders thai have “opted in” fo our distribution reinvestment plan are automatically reinvested in shares of
our common stock. As a result, our stockholders that do not participate in our distribution reinvestment plan could experience dilution in
their ownership percentage of our common stock over time if we issue additional shares of our common siock.

Federal Income Tax Risks

We will be subject to corporate-level-U=S: federal income tax if we are unable to satisfy the various RIC qualification requirements.

To ebtainqualify for and maintain RIC tax treatment under the Code, we must meet the following annual distribution, income source and
asset diversification requirements in each of our tax years:

+  Inorderto obtain RIC tax treatment, we must distribatesatisfy the Annual Distribution Requirement (as defined below), The

The Annual Di blr.lhuuonJ?\wuuumqur_a RIC MJU."O_.‘.:& ).hﬁlail lf we dl&il’lhllth dls:ldcndu to our stockholders—er cach
taxabletax year; : of an amount generally at
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least equal 90% of the sum of our net taxable ordinary income plus-the-exeess—ifany-ofand realized net short-term capital
gatrrevergaing in excess of realized net long-term capital boss-losses, or "investment company taxable income,” determined
determined without regard to any deduction for dividends paid (the "Annual Distribution Requirement”), We wtll be subject
subject to corporate-level-L58: federal income tax on any of our undistributed income or gain. Additionally, we will be
subject to a 4% nondeductible federal excise tax to the extent that we do not satisfy eestainadditienabminimumdistabution
distribution—requirements—on—a-ealendaryearbasisthe Excise Tax Avoidance Requirement. Under the "Excise Tax
Avoidance Requirement”, we will be subject to a 4% nondeductible UL S. federal excise tax on certain undistributed income
income unless we distribute dividends to our stockholders in a timely manner of an amount generally at least equal to the
sum of (1) 98% of our net ordinary income for each calendar year, (2) 98.2% of our capital gain net income for the one-year
ong-year period generally ending October 31 in that calendar year and (3) any net ordinary income or capital gain net
income recognized, but not distributed, in preceding vears on which we did not pay any federal income tax. Because we
may use debt financing, we are subject to an asset coverage ratio requirement under the 1940 Act and may in the future
become subject to certain financial covenants under loan and credit agreements that could, under certain circumstances,
restrict us from making distributions necessary to satisfy thethese distribution requirementrequirements. If we are unable to
to obtain cash from other sources, we could fail to qualify for RIC tax treatment and thus become subject to corporate-level
onmoram-levellé-.& federal income tax.

terlnorder to obtain RIC tax treatment, we must satisfy the 90%
Income Test and the Diversification Tests {each as defined below). The "90% Income Test" requires us to derive in each tax
year at least 90% of our gross income-for-each-year from dividends, interest, payments with respect to loans of certain
securities, gains from the sale of stock or securities-orsimilar-seureesother securities, net income from certain “qualified
pubml\ 1mdul pdrtnu ships,” or other income derwed with respect to our busmess of investing in sucll stock or securities.

rcqmrcments at thc end of each qunnerofcur wabletax yﬂ-ar. To satlsl‘}' this requirement, at least 50% of the value of our
assets must consist of cash, cash equivalents, LS, government securities, securities of other RICs, and other acceptable
securities. Also no more than 25% of the value of our assets can be invested in the securities (other than ULS. government
securities or securities of other RICs) of one issuer, of two or more issuers that are controlled, as determined under
applicable Code rules, by us and that are engaged in the same or similar or related trades or businesses or of certain
“qualified publicly traded partnerships.” Failure to meet these requirements may result in our having to dispose of certain
investments quickly in order to prevent the loss of our RIC status. Because most of our investments will be in private
companies, and therefore will be relatively illiquid, any such dispositions could be made at disadvantageous prices and
could result in substantial economic losses.

If we fail to satisfy the ineeme-test90% Income Test or any of the diversifieationdestDiversification Tests in any taxabletax year, we may
nevertheless continue to qualify as a RIC for such tax year if certain relief provisions are applicable (which may sequiresubject us to pay
certain corporate-level U.S, federal, state and local income taxes-os, as well as dispose of certain assets).

If we fail to qualify for, or to maintain, RIC tax treatment for any reason or do not qualify to cure the disquuliﬁ,alitm. the resulting
corporate-level U.S. federal, state and local income taxes could substalmally reduce our ncl nsscls. the amount of income a\rallablc for
distribution and the amount of our distributions.
foreign-taxes—See “Material U.S. Federal Income Tax Cun:,ldc.ratlum — Taxation as aR[C"

We may have difficulty paying our required distributions if we recognize taxable income before or without receiving a corresponding
cash payment.

For-LkS: federal income tax purposes, we may be required to recognize taxable income in circumstances in which we do not receive a
corresponding payment in cash. For example, if we hold debt ebligationsinstruments that are treated under applicable tax rules as having
original issue discount (such as debt instruments with PIK interest or, in certain cases, increasing interest rates or debt instruments that were
is*-ued with warrame} we must include—m—ineem&eaeh—»w a portion of tlu: original issue discount tlm accrues over thc I'n‘"e of the

received by us in the same la*eel#elax ycar We I'I:lﬂ.}' also hauc 1o mcludc in income olher amounts tlmt we have not yet rcccwcd in ::ash
such as deferred loan origination fees that are paid after origination of the loan or are paid in non-cash compensation such as warrants or
stock. We anticipate that a portion of our income may eenstitutebe comprised of original issue discount or other income required to be
included in our investment company taxable income prior to receipt of cash. Further, we say-eleethave elected to amortize market discount
andineludeon all debt instruments with market discount acquired by us, and have included the amount of thesuch market discount currently
in our investment company taxable income over the remaining term of theall such instruments acquired with market discount-instrument,

instead of upon disposition or receipt of other principal payments on such debt instruments, as failing to make such an election could limit
our ability to deduct interest expensesexpense for tax purposes.
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Because any original issue discount or other amounts accrued will be included in our investment company taxable income for the taxabletax
year of the accrual, we may be required to make a distribution to our stockholders in order to satisfy the annusl-distribution
regrirementAnnual Distribution Requirement or the Excise Tax Avoidance Requirement, even though we will not have received any
corresponding cash amount. As a result, we may have difficulty meeting the annual-distribution-requirement-necessary-to-abtain-and
iR tmctreatmentunderthe- Code Annual Distribution Requirement or the Excise Tax Avoidance Requirement. We may have to
sell some of our investments at times and/or at prices we would not consider advantageous, raise additional debt or equity capital or forgo
new investment opportunities for this purpose. If we are not able to obtain cash from other sources, we may fail to qualify for RIC tax
treatment and thus become subject to corporate-level income tax. For additional discussion regarding the tax implications of a RIC, see
“Material U.S. Federal Income Tax Considerations — Taxation as a RIC.”

You may have current tax liahility on distributions you elect to reinvest in our common stock but would not receive cash from such
distributions to pay such tax liability.

If you participate in our distribution reinvestment plan, you will be deemed to have received, and for-5- federal income tax purposes will
be taxed on, the amount reinvested in our common stock to the extent the amount reinvested was not a tax-free return of capital. As a resull,
unless you are a tax-exempt entity, you may have to use funds from other sources to pay vour tax liability on the value of our common
stock received from the distribution.

If we do not gualify as a “publicly offered regulated investment company,” as defined in the Code, you will be taxed as thougl you
received a distribution of some of our expenses.

A publicly offered regulated investment company™ is a RIC whose shares are either (i) continuously offered pursuant to a public offering,
(ii) regularly traded on an established securities market or (iii) held by at least 500 persons at all times during the taxabletax year. If we are
not a publicly offered RIC for any period, a rer-cerpesatenoncorporate stockholder’s allocable portion of our affected expenses, including
our management fees, will be treated as an additional distribution to the stockholder and will be deductible by such stockholder only to the
extent permitted under the limitations described below. For nen—corperatenoncorporate stockholders, mcluding individuals, trusts, and
estates, significant limitations generally apply to the deductibility of certain expenses of a non-publicly offered RIC, including
adviserymanagement fees. In particular, these expenses, referred to as miscellaneous itemized deductions, are deductible to an individual
only to the extent they exceed 2% of such a stockholder’s adjusted gross income, and-are not deductible for alternative minimum tax
parposes("AMT") purposes and are subject to the overall limitation on itemized deductions imposed by the Code. Because shares of our
common stock currently are continuously offered pursuant to a public offering, we believe that we currently constitute a publicly offered
regulated investment company. There can be no assurance, however, that shares of our common stock will continue to be continuously
offered pursuant to a public offering or that we will otherwise constitute a publicly offered regulated investment company in the future,

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements in this prospectus constitute forward-looking statements because they relate to future events or our future
performance or financial condition. The forward-looking statements contained in this prospectus may include statements as to:

+  our future operating results;

+  our business prospects and the prospects of our current and prospective portfolio companies;
+ the impact of the investments that we expect to make;

+ the ability of our portfolio companies to achieve their objectives;

+ ourexpected financings and investments;

* the adequacy of our cash resources and working capital;

+  the timing of cash flows, if any, from the operations of our portfolio companies;

* changes in political, economic or industry conditions, the interest rate environment or conditions affecting the financial
and capital markets, which could result in changes to the value of our assets;

. the impact of increased competition;

- our contractual arrangements and relationships with third parties;

* the dependence of our future success on the general economy, including general economic trends, and its impact on the
industries in which we invest;

] the relative and absolute performance of our Adviser, including in identifying suitable investments for us;

. our ability to make distributions to our stockholders;

. the effects of applicable legislation and regulations and changes thereto; and

- the impact of future acquisitions and divestitures,
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In addition, words such as “anticipate,” “believe,” “expect” and “intend” indicate a forward-looking statement, although not all forward-
looking statements include these words. The forward-looking statements contained in this prospectus involve risks and uncertainties. Our
actual results could differ materially from those implied or expressed in the forward-looking statements for any reason, including the factors
set forth in “Risk Factors”™ and elsewhere in this prospectus. Other factors that could cause actual results to differ materially include:

+ changes in the economy;
+ risks associated with possible disruption in our operations or the economy generally; and
+ future changes in laws or regulations and conditions in our operating areas.

We have based the forward-looking statements included in this prospectus on information available to us on the date of this prospectus, and
we assume no obligation to update any such forward-looking statements. Except as required by the federal securities laws, we undertake no
obligation to revise or update any forward-looking statements, whether as a result of new information, future events or otherwise. You
should consult any additional disclosures that we may make directly to you or through reports that we in the future may file with the SEC,
including annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K. The forward-looking statements
and projections contained in this prospectus are excluded from the safe harbor protection provided by Section 27A of the Securities Act.

ESTIMATED USE OF PROCEEDS
Use of Proceeds

We intend to use a substantial portion of the stock offering proceeds—from-this-Offering, net of expenses, to make debt and equity
investments primarily in accordance with our investment objective and using the strategies described in this prospectus. We have not
established limits on the use of proceeds, nor have we established a limit on the amount of offering proceeds we may use to fund
distributions. There can be no assurance that we will be able to sell all of the shares we are presently offering. If we sell only a portion of
the shares offered hereby, we may be unable 1o achieve our investment objective.

During our Offering period, we intend to use net stock offering proceeds-of the-Offering and proceeds from the sale or repayment or other
liquidation of existing investments to invest in LMM securities, depending on the availability of appropriate investment opportunities
consistent with our investment objective and market conditions. By the end of our Offering period, we expect to have invested a significant
portion of our net proceeds in LMM securities. We will view our Offering period to have ended as of the termination date of our most
recent public offering if we have not conducted a public equity offering in any continuous two year period. We cannot assure you we will
achieve our targeted investment pace. See “Risk Factors — Risks Relating to the Offering and Our Common Stock.”

The following table sets forth our estimates of the net stock offering proceeds-from-this Offering ifwe sell: (1) $600 million worth of shares
in this Offering, and (2) the maximum offering of $1.5 billion worth of shares registered in this Offering, or 157.068.063168,539,326
shares, both at the current offering price of $8-358 90 per share. The amount of net proceeds may be more or less than the amount depicted
in the table below depending on the offering price of the common stock and the actual number of shares of common stock we sell in the
Offering.

The amounts in this table assume that the full fees and commissions are paid on all shares of our common stock offered to the public ona
best efforts basis and that the maximum amount of organization and offering expenses that we are obligated to pay or reimburse to the
Adviser pursuant to the Investment Advisory Agreement (1.5% of gross offering proceeds) are actually paid or reimbursed. All or a portion
of the selling commission and Dealer Manager fee may be reduced or eliminated in connection with certain categories of sales such as sales
for which a volume discount applies, sales through investment advisers or banks acting as trustees or fiduciaries and sales to our affiliates.
The reduction in these fees will be accompanied by a corresponding reduction in the per share purchase price but will not affect the
amounts available to us for investments,

Because amounts in the following table are estimates, they may not accurately reflect the actual receipt or use of the offering proceeds.
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Gross Proceeds
Less:

Selling Commission
Dealer Manager Fee

Offering Expenses

Net Proceeds/ Amount Available for Investments

$600 Million Capital Raise Maximum Offering
Amount o Amount o
5 600,000,000 100.0% $ 1,500,000,000 100.0%
42,000,000 7.0% 105,000,000 7.0%
18,000,000 3.0% 45,000,000 3.0%
9,000,000 1.5% 22,500,000 L.5%
$ 531,000,000 88.5%  § 1.327,500,000 §8.5%

In addition to the sales load, we estimate that, at a maximum, we will incur in connection with this Offering approximately $9.0 million of
expenses (approximately 1.5% of the gross proceeds), assuming gross proceeds of $600.0 million from an assumed 37-722.5 million
common shares sold at the current offering price of $9:558,90 per share; and approximately $22.5 million of expenses (approximately 1.5%
of the gross proceeds) assuming gross proceeds from the maximum offering of $1.5 billion from an assumed +57-4168.5 million of
common shares sold at the current offering price of 3955890 per share.
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DISTRIBUTIONS

Subject to our board of directors” discretion and applicable legal restrictions, we intend to declare distributions on a quarterly basis payable
to stockholders as of daily record dates and aggregate and pay such distributions monthly. Your distribution will begin to accrue at a daily
distribution rate on the date we accept your subscription for shares of our common stock. Distributions are generally paid on the first
business day following the completion of each month to which they relate. From time to time, we may also pay interim distributions,
including capital gains distributions, at the election of our board of directors, Each year a statement on IRS Form 1099-DIV (or such
successor form) identifying the source of the distribution (i.e., paid from ordinary income, paid from net capital gain on the sale of
securities, and/or a return of paid-in capital surplus which is a nontaxable distribution) is mailed to our stockholders.

Our distributions may exceed our earnings, especially during the period before we have substantially invested the stock offering proceeds
from-this-Offering. As a result, a portion of the distributions we make may represent a return of capital for ULS. federal income tax
purposes. Stockholders will not recognize tax on a distribution consisting of a return of capital; however, the tax basis of shares must be
reduced by the amount of any return of capital distributions. Any return of capital will result in an increase in the amount of any taxable
gam (or a reduction in any deductible loss) on a subsequent disposition of such shares. Our-Advisers-agreedHo-waive management-and

i e b prerie b 2 S e Plocesber V20 e b sede e pebtom oot este i reqeared- il order 1o avoid
distributions that are e‘mateddelemuned to represent a return of capital for U.S. federal income tax purposes-during such-peried -Our
ﬁévw—h&vnafee&mm&-ﬁwmﬂ-ﬁfﬁmmmt%ﬂﬂmﬂ%m%%ﬁwwwﬂnﬂmmﬂedﬂk

m.um;,unuu .mtl ummm fees and adlmmstmm-fc..a.xpc:ns_cs QurAdvts;t‘s hav_-:.agrc.ed ta.wau'g:- mc_eml_vc_f_ccs_thrmggh_.l_un_c__:’-!) 2016,
There is -:umamly no waiver of management fees in pla.ce See™ Management's Discussion andAnalysis aof Financiat Condition and Results

and Conditi qnal_llcgmburscmcn_t Agreement.”

The following table reflects the distributions per share that we have declared on shares of our common stock to date.

Date Declared Record Date Daily Per Share Rate'"!

May 31,2012 June 1, 2002 — June 30, 2012 s 0.00191781
June 29, 2012 July 1, 2012 — September 30, 2012 5 0.00191781
September 28, 2012 October 1, 2012 - December 31, 2012 S 000191781
December 18, 2012 January 1, 2013 = March 31, 2013 $ 000191781
March 25, 2013 April 1, 2013 — June 30, 2013 b3 0.00191781
June 27,2013 July 1, 2013 = September 30, 2013 b 000191781
September 27, 2013 October 1, 2013 — December 31, 2013 5 0.00191781
December 19, 2013 January 1, 2014 - March 31, 2014 s 000191781
March 25, 2014 April 1, 2014 = June 30, 2014 s 000191781
June 24, 2014 July 1, 2014 — September 30, 2014 s 000191781
September 23, 2014 Octoberl, 2014 - December 31, 2014 s 000191781
December 18, 2014 January 1, 2015 - March 31, 2015 5 0.00191781
March 24, 2015 April 1, 2015 - June 30, 2015 § 000191781
June 25, 2015 July 1, 2015 - September 30, 2015 § 0.00191781
September 24, 2015 October 1, 2015 - December 31, 2015 s 000191781
December 17, 2015 January 1, 2016 - March 31, 2016 s 000191781
March 23,2016 April 1, 2016 - June 30, 2016 b 000191781
June 23, 2016 eptembe b 0.00191781
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(1) The daily per share distribution rate represents an annualized distribution yield of 7.00% based on the initial offering price per share of 510.00 or an
annualized distribution mate of 7-337.87% based on the current offering price of $9:55.8.90, if it were maintained every day for a twelve-month
period.

The following table reflects the sources of the cash distributions that we declared and, in some instances, paid on our common stock during
the sisethree months ended Septembes30:March 31, 2016 and 2015 ard-204(unaudited) and during the years ended December 31, 20135,
2014, 2013 and 2012.

NineThree o
Months Ended MonthsYear Year Ended Year Ended Year Ended
wl‘.mhﬂ 1..1 Ended December 31, December 31, December 31,

% September-3; 2014 2013 2012

Perees Pereent Poreent Pereast Pereent
Source of Distribution  Amount 4 Amount gty Amount apeh Amaunt el Amount el Amount agelh
Net realized income from

rations (met of waiver
of base management and
incentive fecs anclrcxpcurir: 2334
support payment from 95,98 435628
Adviser) 1,037 100% S 9 0906% % 715 6983% § 8615 T7% § 795 43% § 790 3%
Waiver of base -
i and i i 67526
tmanagement and incentive. (NN 202071 4% 01 268% 2274 0% 784 42% 291 2%
Expense support payment
from Adviser g — =% - —% Ao 5—% 328 3% 153 % - —%
Oiher Sources — =% - —% - —% — —% — —% —_ —%%
Prior period net
investment income in
excess of prior period
distributions declared = = - —% —321 —I% —_ —% 123 T4% — —%
i 6:55934
Total S1L,037  100% § *826  j00% s ,195  100% § 11,217 100% § 1,855 100% S 1081 100%

For the period from January 1, 26442015 through December 31, 204499512015, 99.68% of our distributions declared wilkbewere taxable
to the investor as ordinary income, and 6:490,32% will-bewere treated as long-term capital gain for U.S. federal income tax purpose.

In addition to the regular dividends set forth in the above table, on September 13, 2012, our board of directors declared a special stock
dividend of approximately 2.25 shares of our common stock per 100 shares of common stock. The stock dividend was issued on September
14, 2012 to stockholders of record on September 13, 2012, The purpose of this action was to ensure that our NAV per share did not exceed
our current net offering price, after deduction of selling commissions and Dealer Manager fees, as required by the 1940 Act.

From time to time, but not less than quarterly, we will review our operating results, taxable income and cash flows to determine whether
distributions to our stockholders are appropriate. We have not established any limit on the extent to which we may use borrowings, if any,
or stock offering proceeds-Fromthis-Offering to fund distributions (which may reduce the amount of capital we ultimately invest in assets),
We may fund our cash distributions to stockholders from any sources of funds legally available, including stock offering proceeds-ofthis
Offesing, borrowings, net investment income from operations, capital gains proceeds from the sale of assets, non-capital gains proceeds
from the sale of assets, dividends or other distributions paid to us on account of preferred and common equity investments in portfolio
companies and fee waivers from our Advisers. We have not established limits on the amount of funds we may use from available sources to
make distributions. In addition, a portion of the distributions that we pay in the future may be funded as a result of the conditional-fee
waitveragreementwvith- eur-AdviserConditional Fee Waiver Agreement, which fee waivers may be subject to repayment by us within three
years from the date that each respective fee waiver was made. The purpose of this arrangement is to avoid such distributions being
characterized as retums of capital for purposes of U.S. federal income tax. We may still have distributions which could be characterized as a
return of capital for tax purposes. For the distributions declared during the year ended December 31, 2014, 20% of such amount was funded
by fee waivers pursuant to the eonditional-fee-waiveragreementConditional Fee Waiver Agreement and 3% were funded by expense
suppart payments from our Adviser. We may, for the foreseeable future, pay a portion of our distributions from sources other than net
realized income from operations, which may include stock offering proceeds, borrowings, fee and expense waivers from our Advisers and
support payments from the Adviser. There can be no assurance that we will be able to sustain distributions at any particular level.

To obtain nnd maintain RIC tax treatment, we must, amnng mhﬂr things, distribute at least 0% of our net ordinary mcome and net short-
5 é Keess satisfy the Annual letnbulwnthummcm In order to avoid certain

ccrmm excise taxes imposed on RICs. we currently intend lo i
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at-east equal o the sumof L1 800

of our net ordinary meome for the calendar year £ 21958 2% of our capital gain in excess of capital

- e xsatisfy the Excise Tax Avoidance Requirement. We can
offer no assurance that we will achieve results that will permit the payment of any distributions and, if we issue senior securities, we will be
be prohibited from paying distributions if doing so causes us to fail to maintain the asset coverage ratios stipulated by the 1940 Act or if
distributions are limited by the terms of any of our borrowings. See “Regulation™ and *Material U.S. Federal Income Tax Considerations.”
Considerations.”

Listed below is a reconciliation of "Net increase in net assets resulting from operations” to taxable income and to total distributions declared
to commeon stockholders for the sirethree months ended September30:March 31, 2016 and 2015 and 204 4-and-the years ended December
31,2015,2014, 2643:2013 and 2012 {dollars in thousands). The data below for the years ended December 31, 2015, 2014, 2642.2013 and
20422012 has been derived from our audited consolidated financial statements, The data below for the sinethree months ended September
3o:March 31, 2016 and 201 5-and-2044 (dollars in thousands) has been derived from our unaudited condensed consolidated financial
statements.

NineThree Months
Ended Year Ended

September  September  poomber  December  December  December

e 3L 2015 31,2014 31,2013 31,2012
Net increase (decrease) in net B2A26 4932101
assets resulting from operations  § 69) § 87 § (698005 (2997 % 2153 % 1,235
Net change in unrealized H51714.26
appreciation 3 5627{(3,840) 37,956 14,214 (421) (87)
Income tax (benefit) provision PE\?—I-ZEQ 36! 127 (3) 5 8
Pre-tax book (income) loss not ¥
consolidated for tax purposes 6989 610 5,862 — — —
Book income and tax income }
differences, including debt
origination, structuring fees,
dividends, realized gains and
changes in estimates =14 31386) 1,024 54 (4) )]
Estimated taxable income M6LLIZ  6:5656,207 37,989 11,268 1,733 1,153

Taxable income earned in prior
year and carried forward for
distribution in current year 593,839 #143 45 8 130 —_

Taxable income earned prior to
period end and carried forward for

distribution next period (40558,327) (H2H02.463) (7,556) (LE19) (303) (130)
Adjustment for non-RIC period — —_ = —_ —_ (18)
Dividend acerued as of period end

and paid-in the following period 3805 962,353 3,017 1.760 295 76
Total distributions accrued or paid  23.63411,0 6539626

to common stockholders 3 37 § o § 34195 § 11217 § 1,855 § 1,081

(1) The Company's taxable income for each period is an estimate and will not be finally determined until we file our tax retum for each year. Therefore,
the final taxable income, and the taxable income camed in each period and carried forward for distribution in the following period, may be different
than this estimate.

We have adopted an “opt in” distribution reinvestment plan for our common stockholders. As a result, if we make a distribution, the
stockholders who have chosen to “opt in” to the distribution reinvestment plan will have their cash distributions reinvested in additional
shares of our common stock, See “Distribution Reinvestment Plan.”

Our charter provides that distributions in-kind shall not be permitted, except for distributions of readily marketable securities, distributions
of cash from a liquidating trust established for our dissolution of the Company and the liquidation of its assets in accordance with the terms
of our charter, or in-kind distributions in which (1) the board of directors advises each stockholder of the risks associated with direct
ownership of the property, (ii) the board of directors offers each stockholder the election of receiving such in-kind distributions, and (ii) in-
kind distributions are made only to those stockholders that accept such offer.
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Shortly after each of our Quarterly Reports on Form 10-0Q) and Annual Report on Form 10-K are filed with SEC, we will send a notice to
our stockholders residing in the state of Maryland including information regarding the source(s) of such stockholder distributions.

SENIOR SECURITIES

Information about our senior securities-is-shown-n-the-felowingtable as of the years ended December 31,2012, 2013, 2014, and 26442015
and as of September30-2045-March 31, 2016 is shown in the table below, We had no senior securities outstanding as of December 31,
2011. The report of our independent registered public accounting firm, Grant Thornton LLP, on the senior securities table as of December
31, 2044:20135, is attached as an exhibit to the registration statement of which this prospectus is a part. The information as of September30;
20:5March 31, 2016 is unaudited,

On March 11, 2014, we entered into the Capital One Credit Facility, a $70 million senior secured credit facility with Capital One, as the
administrative agent, and with the Lenders. The Capital One Credit Facility has subsequently been amended on multiple occasions, most
recently on May 29, 2015, increasing the revolver commitments to $125 million, with an accordion provision allowing borrowing capacity
to increase to $130 million. Borrowings under the Capital One Credit Facility bear interest, subject to the Company’s election, on a per
annum basis equal to (i) the adjusted LIBOR rate plus 2.75% or (ii) the base rate plus 1.75%. The base rate is defined as the higher of (a)
the prime rate or (b) the Federal Funds Rate (as defined in the credit agreement) plus 0.5%. The adjusted LIBOR rate is defined in the credit
agreement for the Capital One Credit Facility as the one-month LIBOR rate plus such amount as adjusted for statutory reserve requirements
for Eurocurrency liabilities. As of September302045:March 31, 2016, the one-month LIBOR rate was 6:20.44%. We pay an annual
unused commitment fee of 0.25% on the unused revolver commitments if more than 50% of the revolver commitments are being used and
an annual commitment fee of 0,.375% on the unused revolver commitments if less than 50% of the revolver commitments are being used.
The Capital One Credit Facility has a three-year term, maturing March 11, 2017, with two one-year extension options, subject to approval
of the Lenders. The Capital One Credit Facility, as amended, permits the creation of certain “Structured Subsidiaries;"which-are-net
Borrowings under the Capital One Credit Facility are secured by all of our assets, other than the assets of the Structured Subsidiaries, as
well as all of the assets, and a pledge of equity ownership interests, of any future subsidiaries of the Company ({other than Structured
Subsidiaries), which would be joined as guarantors. The credit agreement for the Capital One Credit Facility contains affirmative and
negative covenants usual and customary for credit facilities of this nature, including: (i) maintaining an interest coverage ratio of at least 2.0
to 1.0 {ii) maintaining an asset coverage ratio of at least 2.25 to 1.0 and (iii) maintaining a minimum consolidated tangible net worth,
excluding Structured Subsidiaries, of at least $50 million. Further, the Capital One Credit Facility contains limitations on incurrence of
other indebtedness (other than by Structured Subsidiaries), limitations on industry concentration, and an anti-hoarding provision to protect
the collateral under the Capital One Credit Facility. Additionally, we must provide information to Capital One on a regular basis, preserve
our corporate existence, comply with applicable laws, including the 1940 Act, pay obligations when they become due, and invest the-any
stock offering_proceeds-of the Offering in accordance with our investment objectives and strategies (as set forth in the Capital One Credit
Facility). Further, the credit agreement contains usual and customary default provisions including: (i) a default in the payment of interest
and principal; (i) insolvency or bankruptey of the Company; (iii) a material adverse change in our business; or (iv) breach of any covenant,
representation or warranty in the loan agreement or other credit documents and failure to cure such breach within defined periods.
Additionally, the Capital One Credit Facility requires us to obtain written approval from the administrative agent prior to entering into any
material amendment, waiver or other modification of any provision of the Investment Advisory Agreement. As of March 31, 2016 and
December 31, 2015, we were not aware of any instances of noncompliance with covenants related to the Capital One Credit Facility.

On June 2, 2014, HMS Funding, entered into the Deutsche Bank Credit Facility, which provided for an initial borrowing capacity of $50
million, subject to certain limitations, including limitations with respect to HMS Funding's investments, as more fully described in the
Deutsche Bank Credit Facility. The Deutsche Bank Credit Facility was amended and restated on May 18, 2015 and subsequently has been
amended on multiple occasions, most recently on September232043February 9, 2016, increasing the revolver commitments to
S360.0385.0 million. We contribute certain assets to HMS Funding from time to time, as permitted under our Capital One Credit Facility, as
collateral to secure the Deutsche Bank Credit Facility.

Under the Deutsche Bank Credit Facility, interest is calculated as the sum of the index plus the applicable margin of 2.50%. If the Deutsche
Bank Credit Facility is funded via an asset backed commercial paper conduit, the index will be the related commercial paper rate;
otherwise, the index will be equal to one-month LIBOR. As of September302045:March 31, 2016, the one-month LIBOR rate was
8:20,44%. The Deutsche Bank Credit Facility provides for a revolving period until December 16, 2017, unless otherwise extended with the
consent of the HMS Funding Lenders. The amortization period begins the day after the last day of the revolving period and ends on June
16, 2020, the maturity date. During the amortization period, the applicable margin will increase by 0.25%. During the revolving period,
HMS Funding will pay a utilization fee equal to 2.50% of the undrawn amount of the required utilization, which is 75% of the loan
commitment amount. Additionally, HMS Funding will incur an undrawn fee equal to 0.40% of the difference between the aggregate
commitments and the outstanding advances under the facility, provided that the undrawn fee relating to any utilization shortfall will not be
payable to the extent that the utilization fee relating to such utilization shortfall is incurred.
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HMS Funding’s obligations under the Deutsche Bank Credit Facility are secured by a first priority security interest in its assets, including
all of the present and future property and assets of HMS Funding. The Deutsche Bank Credit Facility contains affirmative and negative
covenants usual and customary for credit facilities of this nature, including maintaining a positive tangible net worth, limitations on
industry coneentration and complying with all applicable laws. The Deutsche Bank Credit Facility contains usual and customary default
provisions including : (i) a default in the payment of interest and principal; (ii) insolvency or bankruptcy of the Company: (iii) the
occurrence of a change of control: or (iv) any uncured breach of a covenant, representation or warranty in the Deutsche Bank Credit
Facility.

As of Septenber 302045 March 31, 2016, we had borrowings of $+85:063.0 million owtstanding on our Capital One Credit Facility and
had borrowings of $290.0330.0 million outstanding on the Deutsche Bank Credit Facility, both of which we estimated approximate fair
value. As of December 31, 2044:2015, we had borrowings of $87.9105.0 million outstanding on our Capital One Credit Facility and had
borrowings of $25.0275.0 million outstanding on the Deutsche Bank Credit Facility, both of which we estimated approximated fair
vialweds of Pecember 312005 we had approsimatebe S 105 puber ontstandingam b S 200mibion-avadable nnder oue Capital One
Credit-Factib-and S275-O-mithen-outstanding-and S85-0-mithoravatable-under-the-Bewtsehe Bank-Credit-Factlity, subject to the asset
coverage restrictions under the 1940 Act, as discussed below.

Information about our senior securities, which comprise borrowings under our Capital One Credit Facility and Deutsche Bank Credit
Facility, is shown in the following table below as of December 31, 2012, 2013, 2014, and 264420135 and September30-2045March 31,
2016 (dollars in thousands).

Total Amount Qutstanding Asset Involuntary Average Market
Year Ended Revolving Credit Exclusive c!f’_'l‘reasury C-:wcnfgl;: Liguidation ) \"a]uF
Facility Securities!! per Unit®  Preference per Unit'™ per Unit'®

2012 $ 7,000 2.63 —_ N/A
2013 $ 14,000 443 — N/A
2014 £ 182,864 242 — N/A
2015 3 380,000 2.19 — DA
28452016 (as of September36;
2045 March 31, 2016, unaudited) $ 395,000 210217 — N/A

(1} Total amount (in thousands) of each class of senior securities outstanding at the end of the period presented.

{2)  Asset coverage per unit is the ratio of the carrying value of our total assets, less all liabilities and indebtedness not represented by
senior securities, in relation to the aggregate amount of senior securities representing indebtedness.

(3} The amount to which such class of senior security would be entitled upon the voluntary liquidation of the issuer in preference to any
security junior to it. The *“—"in this column indicates that the SEC expressly does not require this information to be disclosed for
certain types of senior securities.

(4} Not applicable because senior securities are not registered for public trading.

Asa BDC, we generally are required to meet a coverage ratio of total assets to total borrowings and other senior securities, which include
all of our borrowings and any preferred stock that we may issue in the future, of at least 2009, Stated differently, the amount of our total
bomoewings and other senior securities as a percentage of our total assets cannot exceed 50%. I this ratio declines below 200%, we cannot
cannot incur additional debt and could be required to sell a portion of our investments to repay some debt when it is disadvantageous to do
do so. For more information regarding the risks related to our use of leverage, see “Risk Factors — Risks Related ro BICs™ and “Risk
Factors — Risks Relating to Debt Finaneing.”

64




MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The information in this section contains forward-looking staiements that involve risks and incertainties. Please see " Risk Factors” and
“Special Note Regarding Forward-Looking Statements” for a discussion of the uncertainties, risks and assumptions associated witl
these statements, You should read the following discussion in conjunction with the financial statements and related notes and other
Sinancial information appearing elsewhere in this prospectus.

Overview

We are a specialty finance company sponsored by Hines that makes debt and equity investments in Middle Market and LMM
companies. We are an externally managed, non-diversified closed-end investment company that has elected 1o be treated as a BDC
under the 1940 Act, We are, therefore, required to comply with certain regulatory requirements. We have elected to be treated for U.S,
federal income tax purposes as a RIC under the Code.

Qur primary investment objective is to generate current income through debt and equity investments. A secondary objective is to
generate long-term capital appreciation through equity and equity-related investments including warrants, convertible securities, and
other rights to acquire equity securities. We-wiHOur portfolio strategy calls for us 1o invest in-seniorseevred-and second- Heaprimarily in
illiquid debt and equity securities issued by LMM companies and Middle Market companies in private placements and negotiated
transactions, which are traded in private over-the-counter markets for institutional investors. We will also invest in, and a significant
portion of our assets are invested in, customized direct secured and unsecured loans to and equity securities of LMM companies,
referred to as LMM securities. Typically, our investments in LMM companies will require us to co-invest with Main Street and/or its
affiliates. We categorize some of our investments in LMM companies and Middle Market companies as Private Loan portfolio
investments. Private Loan investments, ofien referred to in the debt markets as “club deals,” are investments, generally in debt
instruments, that we originate on a collaborative basis with other investment funds-er-lesders, Private Loan investments are typically
similar in size, structure, terms and conditions to investments we hold in our LMM portfolio and Middle Market portfolio. Our portfolio
also includes Other Portfolio investments which primarily consist of investments that are not consistent with the typical profiles for our
LMM portfolio investments, Middle Market portfolio investments or Private Loan portfolio investments, including investments which
may be managed by third parties.

Asa BDC, we are subject to certain regulatory restrictions in making our investments, including limitations on our ability to co-invest
with certain affiliates, including Main Street. However, we received an order from the SEC that permits us, subject to certain conditions,
torco-invest with Main Street in certain transactions originated by Main Street and/or our Advisers, The exemptive relief permits us, and
certain of our directly or indirectly wholly owned subsidiaries on one hand, and Main Street, and/or certain of its affiliates on the other
hand, to co-invest in the same investment opportunities where such investment wouldmay otherwise be prohibited under Section
57(a)4) of the 1940 Act. In addition, we may continue to co-invest with Main Street and/or its affiliates in syndicated deals and
secondary loan market purchases in accordance with applicable regulatory guidance or interpretations where price is the only negotiated
point.

As of September30-2005.March 31, 2016, we had investments in 83 Middle Market debt investments, 20 Private Loan debt
investments, 4422 LMM debt investments, +619 LMM equity investments, iweseven Private Loan equity investments and twethree
Other Portfolio investments with an aggregate fair value of approximately $8767857.8 million, a cost basis of approximately
$902.0923 8 million, and a weighted average effective annual yield of approximately 8:38.2%. The weighted average annual yield was
calculated using the effective interest rates for all investments at September302045March 31, 2016, including aceretion of original
issue discountsad, amortization of thepremium to par value-the and amortization of fees received in connection with transactions. This
calculation assumes zero vield for investments on non-accrual status. Approximately 80-880.0% and 16.5% of our total portfolio
investments at fair value (excluding our Other Portfolio investments) were secured by first priority liens and second priority liens on
portfolio company assets, respectively, with the remainder in unsecured debt investments and equity investments.

As of December 31, 2644:201 5, we had debtinvestments in 7783 Middle Market investments—H-Private-Loam-investments—H-EMbM
debt investments, sine-EMM20 Private Loan debt investments, 19 LMM debt investments, 17 LMM equity investments, five Private
Loan equity invesiments and enethree Other Portfolio imvestmentinvestmenis with an aggregate fair value of approximately
£473.0853.0 million, a cost basis of approximately $487.6904.7 million, and a weighted average effective annual yield of approximately
approximately #-+8,3%. The weighted- average annual yield was calculated using the effective interest rates for all debtinvestments at
at December 31, 20442015, including accretion of original issue discount and amortization of the premium to par value, the
amortization of fees received in connection with transactions, and assumes zero yield for investments on non-accrual status.
Approximately 79479,3% and +8:016.5% of our total portfolio investments (at fair value) were secured by first priority liens and
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second priority liens on portfolio company assets, respectively, with the remainder in unsecured debt investments and equity
investments.

The level of new portfolio investment activity will fluctuate from period to period based upon the status of our capital raising efforts
under the Offering, our view of the current economic fundamentals, our ability to identify new investment opportunities that meet our
investment criteria, and our ability to close on the identified transactions. The level of new investment activity and associated interest
and fee income will directly impact future investment income. While we intend to grow our portfolio and our investment income over
the long-term, our growth and our operating results may be more limited during depressed economic periods. However, we intend to
appropriately manage our cost structure and liquidity position based on applicable economic conditions and our investment outlook. The
level of realized gains or losses and unrealized appreciation or depreciation will also fluctuate depending upon portfolio activity and the
performance of our individual portfolio companies. The changes in realized gains and losses and unrealized appreciation or depreciation
could have a material impact on our operating results,

Investment Income

We have generated, and plan to continue to generate, investment income primarily in the form of interest on the debt securities that we
hold, dividends and other distributions with respect to any equity interests that we hold and capital gains, if any, on convertible debt or
other equity interests that we acquire in portfolio companies. In addition, we may generate revenue in the form of commitment,
origination, structuring or diligence fees, monitoring fees, and possibly consulting fees and performance-based fees. All such fees will
be generated in connection with our investments and recognized as earned or as additional yield over the life of the debt investment. To
date our investment income has been interest income on debt investments, accretion of original issue discounts, dividend income,
amortization of premiums and fees received from transactions and net realized/unrealized appreciation (depreciation).

Expenses

On both a shori-term and long-term basis, our primary use of funds will be investments in portfolio companies and cash distributions to
our stockholders, Our primary operating expenses will be debt service payments, general and administrative expenses, and payment of
advisory fees under the Investment Advisory Agreement. The investment advisory fees paid to our Adviser (and the fees paid by our
Adviser to our Sub-Adviser pursuant to the Sub-Advisory Agreement) will compensate our Advisers for their work in identifying,
evaluating, negotiating, executing, monitoring and servicing our investments. We expect our expenses to fluctuate based upon the
amount of assets under management.

We bear all other expenses of our operations and transactions, including fees and expenses relating to:

¢ corporate and organizational expenses relating to offerings of our common stock, subject to certain limitations:
the cost of calculating our NAY, including the cost of any third-party valuation services;

® the cost of effecting sales and repurchase of shares of our common stock and other securities;

& fees payable to third parties relating to, or associated with, monitoring our financial and legal affairs, making investments, and
valuing investments, including fees and expenses associated with performing due diligence reviews of prospective investments;

® interest payable on debt, if any;

*  investment advisory fees;

* transfer agent and custodial fees;

® fees and expenses associated with marketing efforts;

® federal and state registration fees;

® federal, state and local taxes;

* independent directors’ fees and expenses, including travel expenses;

® costs of director and stockholder meetings, proxy statements, stockholders’ reports and notices;

*  cost of fidelity bond, directors and officers/errors and omissions liability insurance and other insurance premiums;

*  direet costs such as printing of stockholder reports and advertising or sales materials, mailing, long distance telephone, and staff,

*  fees and expenses associated with independent audits and outside legal costs, including compliance with the Sarbanes-Oxley Act
of 2002, the 1940 Act, and other applicable federal and state securities laws,
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* costs associated with our reporting and compliance obligations under the 1940 Act and other applicable federal and state
securities laws;

brokerage commissions for our investments;

all other expenses incurred by our Advisers in performing their obligations, subject to the limitations included in the Investment
Advisory Agreement and Sub-Advisory Agreement; and

¢  all other expenses incurred by us or any administrator in connection with administering our business, including payments under
any administration agreement that will be based upon our allocable portion of overhead and other expenses incurred by any
administrator in performing its obligations under any proposed administration agreement, including rent and our allocable
portion of the costs of compensation and related expenses of our Chief Compliance Officer and Chief Financial Officer and their
respective staffs.

During periods of asset growth, we expect our general and administrative expenses to be relatively stable or decline as a percentage of
total assets and increase during periods of asset declines.

Base Management and Incentive Fee, Administrative Services Expense Waiver and Expense Support and Conditional Reimbursement
Agreement

We donot anticipate terminating the Conditional Fee Waiver Agreement in the foreseeable future and intend 4 e bo-Fermin
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From time 1o time, our Adyisers may waive certain fees accrued under the Investment Advisory Agreement and the Sub-Adyisory
Agreement, as apghcable. and curAd\flsermaigay o us Expense Sumn ngmzms We may reimburse such wmved fees and Expense

Critical Accounting Policies

Basis of Presentation
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Qur consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America (“GAAP™) and include the accounts of our wholly-owned consolidated subsidiaries. All intercompany accounts and
transactions have been eliminated in consolidation. Under the 1940 Act rules and regulations pursuant to Article 6 of Regulation S-X,
we are precluded from consolidating portfolio company investments, including those in which we have a controlling interest, unless the
portfolio company is anethera wholly-owned investment company. An exception to this general principle occurs if we own a controlled

operating company whose purpose is to provide services to us such as an investment adviser or transfer agent. None of the investments
we have made qualifies for this exception. Therefore, our portfolio investments are carried on the balance sheet at fair value, as
discussed below, with changes to fair value recognized as “Net Unrealized Appreciation (Depreciation)” on the Consolidated Statements
of Operations until the investment is realized, usually upon exit, resulting in any gain or loss on exit being recognized as a realized gain
or loss.

common control Consistent with this determination. we recognized the assets and labilities transterred at thewr carrying amounts ai the

Investment Classification

We classify our investments in accordance with the requirements of the 1940 Act. Under the 1940 Act, (a) “Control” investments are
defined as investments in companies in which the Company owns more than 25% of the voting securities or has rights 1o nominate
greater than 50% of the directors or managers of the entity, (b) “Affiliate” investments are defined as investments in which between 5%
and 25% of the voting securities are owned, or an investment in an investment company”’s investment adviser, and the investments are
not classified as Control investments and (c) “Non-Control/Non-Affiliate” investments are defined as investments that are neither
Control investments nor Affiliated investments.

approsimately S oS mibion {the “Purchase Transaction”) as evidenced byvoan Assigmment-and Assumption Agreement {the




Valwation of Portfolic Iivestments

We account for our portfolio investments at fair value under the provisions of Topic 820 of the Accounting Standards Codification, as
amended (the *ASC™), of the Financial Accounting Standards Board (“FASB™) ASC 820, Fair Value MeasurementsMeasurement and
Disclosures (“ASC 820™). ASC 820 defines fair value, establishes a framework for measuring fair value, establishes a fair value
hierarchy based on the quality of inputs used to measure fair value and enhances disclosure requirements for fair value measurements.
ASC 820 requires us to assume that the portfolio investment is to be sold in the principal market to independent market participants,
which may be a hypothetical market. Market participants are defined as buyers and sellers in the principal market that are independent,
knowledgeable, and willing and able to transact.

Our portfolio strategy calls for us to invest primarily in illiquid debt and equity securities issued by private, LMM companies and debt
securities issued by Middle Market companies that are generally larger in size than the LMM companies. We categorize some of our
investments in LMM companies and Middle Market companies as Private Loan portfolio investments, Private Loan investments, often
referred to in the debt markets as “club deals.” are investments, generally in debt instruments, that we originate on a collaborative basis
with other investment funds or lenders. Private Loan investments are typically similar in size, structure, terms and conditions to_the
investments we hold in our LMM portfolio and Middle Market portfolio. Our portfolio also includes Other Portfolio investments which
primarily consist of investments that are not consistent with the typical profiles for our LMM portfolio investments, Middle Market
portfolio investments or Private Loan portfolio investments, including investments which may be managed by third parties. Our
portfolio investments may be subject to restrictions on resale.

LMM investments and Other Portfolio investments generally have no established trading market while Middle Market securities
generally have established markets that are not active. Private Loan investments may include investments which have no established
trading market or have established markets that are not active. We determine in good faith the fair value of our investment portfolio
pursuant to a valuation policy in accordance with ASC 820 and a valuation process approved by our board of directors and in
accordance with the 1940 Act. Our valuation policies and processes are intended to provide a consistent basis for determining the fair
value of the portfolio.

For LMM portfolio investments, we generally review external events, including private mergers, sales and acquisitions involving
comparable companies, and includes these events in the valuation process by using an enterprise value waterfall ("Waterfall") for our
LMM equity investments and an income approach using a vield-to-maturity model ("Yield-to-Maturity™) for our LMM debt
investments. For Middle Market portfolio investments, we use observable inputs such as quoted prices in the valuation process. We
determine the appropriateness of the use of third-party broker quotes, if any, in determining fair value based on our understanding of the
level of actual transactions used by the broker to develop the quote and whether the quote was an indicative price or binding offer, the
depth and consistency of broker quotes and the correlation of changes in broker quotes with underlying performance of the portfolio
company and other market indices. We often cannot observe the inputs considered by the third party in determining their quotes. For
Middle Market and Private Loan portfolio investments in debt securities for which it has determined that third-party quotes or other
independent pricing are not available or appropriate, we generally estimate the fair value based on the assumptions that we believe
hypothetical market participants would use to value the investment in a current hypothetical sale using the Yield-to-Maturity valuation
method. For our Other Portfolio equity investments, we generally calculate the fair value of the investment primarily based on the NAV
of the fund. All of the valuation approaches for our portfolio investments estimate the value of the investment as if we were to sell, or
exit, the investment as of the measurement date.

Under the Waterfall valuation method, we estimate the enterprise value of a portfolio company using a combination of market and
income approaches or other appropriate valuation methods, such as considering recent transactions in the equity securities of the
portfolio company or third-party valuations of the portfolio company, and then perform a waterfall Waterfall calculation by using the
enterprise value over the portfolio company's securities in order of their preference relative to one another. The enterprise value is the
fair value at which an enterprise could be sold in a transaction between two willing parties, etherrather than through a foreed or
liguidation sale. Typically, private companies are bought and sold based on multiples of earnings before interest, taxes, depreciation and
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and amortization ("EBITDA"), cash flows, net income, revenues, or in limited cases, book value. There is no single methodology for
estimating enterprise value. For any one portfolio company, enterprise value is generally described as a range of values from which a
single estimate of enterprise value is derived. In estimating the enterprise value of a portfolio company, we analyze various factors
including the portfolio company's historical and projected financial results. The operating results of a portfolio company may include
unaudited, projected, budgeted or pro forma financial information and may require adjustments for non-recurring items or to normalize
normalize the operating results that may require significant judgment in its determination. In addition, projecting future financial results
results reguires significant judgment regarding future growth assumptions. In evaluating the operating results, we also analyze the
impact of exposure to litigation, loss of customers or other contingencies. Afier determining the appropriate enterprise value, we allocate
allocate the enterprise value to investments in order of the legal priority of the various components of the portfolio company's capital
structure. In applying the Waterfall valuation method, we assume the loans are paid off at the principal amount in a change in control
transaction and are not assumed by the buyer, which we believe is consistent with our past transaction history and standard industry
practices.

Under the Yield-to-Maturity valuation method, we also use the income approach to determine the fair value of debt securities based on
projections of the discounted future free cash flows that the debt security will likely generate, including analyzing the discounted cash
flows of interest and principal amounts for the debt security, as set forth in the associated loan agreements, as well as the financial
position and credit risk of the portfolio investments. We estimate the expected repayment date of our debt securities is generally the
legal maturity date of the instrument, as we generally intend to hold our loans and debt securities to maturity. The Yield-to-Maturity
analysis also considers changes in leverage levels, credit quality, portfolio company performance and other factors. We will generally
use the value determined by the Yield-to-Maturity analysis as the fair value for that security. However, it is our position that assuming a
borrower is outperforming underwriting expectations and because these respective investments do not generally contain pre-payment
penalties, the borrower would most likely prepay or refinance the borrowing if the market interest rate, given the borrower's credit
quality, is lower than the stated loan interest rate, Therefore, we do not believe that a market participant would pay a premium for the
investment, and because of our general intent to hold its loans to maturity, we generally do not believe that the fair value of the
investment should be adjusted in excess of the face amount. A change in the assumptions that we use to estimate the fair value of our
debt securities using the Yield-to-Maturity valuation method could have a material impact on the determination of fair value. If there is
deterioration in credit quality or if a debt security is in workout status, we may consider other factors in determining the fair value of the
debt security, including the value attributable to the debt security from the enterprise value of the portfolio company or the proceeds that
would most likely be received in a liquidation analysis.

Under the NAV valuation method, for an investment in an investment fund that does not have a readily determinable fair value, we
measure the fair value of the investment predominately based on the NAV of the investment fund as of the measurement date. However,
in determining the fair value of the investment, we may consider whether adjustments to the NAV are necessary in certain
circumstances, based on the analysis of any restrictions on redemption of our investment as of the measurement date, recent actual sales
or redemptions of interests in the investment fund, and expected future cash flows available to equity holders, including the rate of
retumn on those cash flows compared to an implied market return on equity required by market participants, or other uncertainties
surrounding our ability to realize the full NAV of our interests in the investment fund.

With respect to investments for which market quotations are not readily available, our board of directors will undertake a multi-step
valuation process, as described below:

+__ Owrvaluation process begins with each portfolio company or investment being initially valued by investment professionals of
the Advisers responsible for credit montoring.

* _ Preliminary valuation conclusions are then documented and discussed with our senior management and the Advisers.
+  Our board of directors reviews these preliminary valuations.

+ _ For the LMM portfolio companies and certain Private Loan portfolio companies, we have valuations reviewed by an
independent valuation firm on a periodic basis,
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= Owr board of directors discusses valuations and determines the fair value of each investment in our portfolio in good faith,

Pursuant to our internal valuation process and the requirements under the 1940 Act, we perform valuation procedures on our
|nvesl'menh 1n each LMM pnrtfnllo Cc)mpa'n)'f)ik.ﬂ!—ﬂ-qijﬂﬂer—'ﬂ-ﬂddﬂ-t&“%HM&H?EH&LUMWMFFH-I“&MHM[MFF&K
and certain Private Loan portfolio companies (the “Internally
Valued Investments™) once a quarter, Amcug other things, we gencmlly consult with a nationally recognized independent adviserThe
nationally-recognized independent adviseris generally consulted relative to-our investments-in-each-LhM-portfolio-companyvaluation
firm_on the Intemally Valued Investments at least once in every calendar year, and for eurisnvestments—in-new—EMM-portiolio
companiesnew Internally Valued Investments, at least once in the twelve-month period subsequent to the initial investment. In certain
instances, we may determine that it is not cost-effective, and as a result is not in our stockholders” best interest, to consult with the
nationally recognized independent adviservaluation firm on our investments in one or more EMM-pertelio-companiesol these
lntemally Valued Investmems Such instances include situations where the fairvalue of our :'nvestment m-I-MM-psnﬁvﬁa-empnny-is
March 31, 2016, we _-:onsullcd with our independent valuation firm in arriving at our determin .11 ion ur fair v :Illlt o Qur_mws:s.tmcms ina
total of three of the 18 LMM portfolio companies and three of the 20 Private Loan companies, For the three months ended March 31,
2015, we consulted with our independent adviservaluation firm in arriving at our determination of fair value on our investments in a
total ol‘ﬂme(hrgc of the Hiwelve LMM pcrtfolm cmnpames and theeeone oflhc 4914 Private Loan companies—Eesthe-ninemenths

SR :i!+l¥l+‘l'-‘--ﬁ{-\+l"- determination-offairvalue-an- Biing

nwewtmeMﬁn—the—parfﬁtm

For the yearsyear ended December 31, 2044-and 2043201 5, we consulted with our independent adviservaluation firm in arriving at our
determination of fair value on our investments in a total of twe 11 of the 416 LMM portfolio companies and in a total of zere-af-the-bve
EvM-pertfelio-cempanies-seven of the 20 Private Loan portfolio companies, For the year ended December 31, 2014, we consulted
with our independent valuation firm in arriving at our determination of fair value on our investments in a total of two of the 11 LMM
portfolio companies.

Due to the inherent uncertainty in the valuation process, our estimate of fair value may differ materially from the values that would have
been used had an active market for the securities existed. In addition, changes in the market environment, portfolio company
performance and other events that may occur over the lives of the investments may cause the gains or losses ultimately realized on these
investments to be materially different than the valuations currently assigned. We estimate the fair value of each individual investment
and record changes in fair value as unrealized appreciation or depreciation in the Consolidated Statements of Operations.

frerestlnvestment ncome

Interest income is recorded on the accrual basis to the extent amounis are expected to be collected. Prepayment penalties received by us
are recorded as income upon receipt. Accrued interest is evaluated for collectability. When a debt security becomes 90 days or more past
due and we do not expect the debtor to be able to service all of its debt or other obligations, the debt security will generally be placed on
non-accrual status, and we will cease recognizing interest income on that debt security until the borrower has demonstrated the ability
and intent to pay contractual amounts due. Additionally, if a debt security has deferred interest payment terms and we become aware of
a deterioration in the credit quality, we will evaluate the collectability of the deferred interest payment. If it is determined that the
deferred interest in unlikely to be collected, we will place the security on non-accrual status and cease recognizing interest income on
that debt security until the borrower has demonstmted the ability and intem to pay the -:ontractual amounts due If there is reasonable
acerual i nvcslmcms_mnxhymco;,mzrc_d_as_ mmmc_o:.anphr:d.m prmmpal_dcp&ndmgumn _l hc__c_o] lectabili ty_-_::_t“ ‘the rcmmmngnrm-._lpal
and interest, [fa debt security’s status significantly improves with respect to the debtor’s ability to service the debt or other obligations,
or if a debt security is fully impaired, sold or written off, it will be removed from non-accrual status.

due, These three mw:stmcnts wWere on non- accruaﬂ status as of Septesber 202845 March 31, 2016, Given the credit deterioration, no
interest income has been recognized on these three investmemsduring the three months ended Se})lemher—m—’mfk‘-damh 31,2016, As
past due. MIhnc_c_;l;,bt mw:slmcnls in enelwo poﬁl‘ohc wmwuycpmnam,cs were on non-accrual status as of December 3

20442015, Given the credit deterioration, no interest income washas been recognized on-these two of the three non-accrual debt
investments during the year ended December 31, 2044:201 5, For the other non-acerual debt investment, an allowance of $196,000 was
was booked for the interest income recognized during the three months ended December 31, 2015 though no allowance was booked for
for the interest income recognized during the nine months ended September 30, 2015 due to receipt of the related interest payments,
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Aside from the three investments on non-accrual status as of September30.-2045.March 31, 2016, we are not aware of any material
changes to the creditworthiness of the borrowers underlying its debt investments.

From time to time, we may hold debt instruments in our investment portfolio that contain a PIK interest provision, If these borrowers
elect to pay or are obligated to pay interest under the optional PIK provision, and; if deemed collectible in our judgment, then the
interest would be computed at the contractual rate specified in the investment’s credit agreement, recorded as interest-neeme and
periodically added to the principal balance of the investment. Thus, the actual collection of this interest may be deferred until the time of
debt principal repayment. The Company-stopsWe stop aceruing PIK interest and writeswrite off any accrued and uncollected interest in

arrears when it-determineswe determine that such PIK interest in arrears is no longer collectible,

which c:mtamed a PIK prowsmn As s of &p&emh-w—l@—l@-l—fu.—l-hfeeh-latch_ 31,201 ﬁ, _m:,q of the »mec,lgh.l |nvcstmems with PIK
provisions were on non-accrual status, and no PIK interest was recorded on these investments during the three months ended September
302045 March 31, 2016, As of December 31, 2044:2015, two of the feurseven investments with PIK provisions were on non-accrual
status, and no PIK interest was recorded on these investments durmg thc— ycar cndad Dac-:—mber 3L EGH—IQI 5 I-or the three months
ended -
ﬂrﬂﬂlﬂ'—%hﬂﬁ-%hf—P-'-K—llﬂt‘rEﬁl t'aplwla-zedfluﬂn“mﬁHﬂHardwthreﬂﬁmlhﬁﬁdféﬂewﬂnherMGpﬂulﬁed-S%t
P interest—or—the—nine—menths—ended September 3020 5—and 2044 March 31, 2016 and 2015, the Company capitalized
STH60008,000 and $44.000,194,000, respectively, of PIK interest, For the years ended December 31, 20135, 2014, 2013 and 2012, we
capitalized approximately $1.2 million, $274,000, 380,000 and 525,000, respectively, of PIK interest.

We may periodically provide services, including structuring and advisory services, to our portfolio companies or other third parties, The
Ll;ggm_e f[gg;gach services is non-recurring. For services that are separately identifiable and evidence exists to substantiate fair value,
income is recognized as earned, which is generally when the investment or other applicable transaction closes, Fees received in
connection with debt financing transactions for services that do not meet these criteria are treated as debt origination fees and are

deferred and accreted into interest income over the life of the financing.

A presentation of the investment income we received from our investment portfolio in each of the periods presented (dollars in

thousands) is as follows:
Thive Months knded Year Ended
Ve Mah Pt Deget Dot

b 20706 § 11,608 5 63,864 § 18,885 3 2,758
215 46 1072 328 =
278 139 453 = =
b 21259 § 1,793 8§ 65,389 § 19213 § 2,758

Unearned Income — Original Issue Discount £ Premiwm o Par Value

‘We purchased some of our debt investments for an amount different than their respective principal values. For purchases at less than par
value a discount is recorded at acquisition, which is accreted into interest income based on the effective interest method over the life of
the debt investment. For investments purchased at greater than par value, a premium is recorded at acquisition, which is amortized as a
reduction to interest income based on the effective interest method over the life of the investment. Upon repayment or sale, any
unamaortized dm:uum: or pn:mtum 15 also n..cugmn.‘d into Il'lll‘:l'(‘:bl meome. F{:r the three months (:nd(:d Eepte-mber—}g—”ﬂ-l—}uﬁd%{-}l-l—we
-March 31,
2016 and 20|5 we a{:c:reted appmx:mtely 32 3 mll]mn and Sf:-l-f’ 000.489,000, respectwely For the years ended December 31,2015,
2014, 2013 and 2012, we accreted approximately $4.4 millien, $1.1 million, $194,000 and $146,000 respectively, into interest income.

Organizational and Offering Costs

In accordance with the Investment Advisory Agreement and the Sub-Advisory Agreement, we reimburse the Adviser and Sub-Adviser
Sub-Adviser for any organizational expenses and offering costs that are paid on our behalf, which consist of expenses of our
organization, actual legal, accounting, bona fide out-of-pecket itemized and detailed due diligence costs, printing, filing fees, transfer
agent costs, postage, escrow fees, data processing fees, advertising and sales literature and other Offering-related costs. Pursuant to the
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the terms of the Investment Advisory Agreement and Sub-Advisory Agreement, the Advisers are responsible for the payment of offering
offering costs to the extent they exceed 1.5% of the aggregate gross stock offering proceeds-from-the-Offering.

As of Sep-tembedune 30 194—52016 and Se}tlembe#}une 30, 3_1044—20[5 the Aduw—and—‘;ub—Admﬂer—badAdwsers incurred

2016, .nppmwrmlul}- w 8 million_of _Q_a‘ic,l:mgmﬁl@_hﬁs_hmmunmmﬂm_ﬂuﬁglwgm

Asof December 31, 2015, 2014 and Becember3-4:-2013, the Adviserand Sub-AdviserAdvisers incurred approximately $10.1 million,
$6.8 million and $4.3 million, respectively, of offering costs on the Company's behal f-Oa-bay 32042 the Company recordedadue

wmlfﬁha&e since inception. It is expected that aggregate gross proceeds from the sales of common stock will be at a level that will

require the Company to reimburse the '\d\m s l-.\r these costs, therefore lh&ﬁom hasmconded a dwa_to aiﬁ.haw hahhllt}' and
capltalized Ihc dcﬁ:rred offenng COsIS-45 :

Mﬂ.nmenemhct_}l,lﬂli, the balance of the due to affiliate liability related to organizational and offering costs was $2:41.1
million. On a regular basis, management reviews capital raise projections to evaluate the likelihood of the capital raise reaching a level
that would reguire the Company to reimburse the Advisers Adviser for the offering costs incurred on the Company's behalf. Based on
the $8-410.1 million of stock offering costs incurred by the AdvisersAdviser through September36:December 31, 2015, the Company
would have to raise approximately $626:9675.0 million to be obligated to reimburse the AdvisersAdviser for all of these costs.
Commencing with the Company’s initial closing, which occurred on September 17, 2012, and continuing with every closing thereafter,
1.5% of the proceeds of such closings will be amortized as a charge to additional paid- in capital and a reduction of deferred stock
cﬁ'eﬁng costs, umil such assel is fully mnorli.zed. As of Sep!embeHQ-.Dmb_cI:_ll. 20135, approximately S8t-mitionhad-been
9.0 million has been amortized. The Company
expects to mlmbum the Advisers for such costs ml:un'ed onits hehalfcm a mcmthi}r basis up to a maximum aggregate amount of 1.5%
of the gross stock offering proceeds. Pursuant to the terms of the Investment Advisory Agreement and Sub-Advisory Agreement, the
Adviser and Sub-Adviser will be responsible for the payment of organizational and stock offering expenses to the extent they exceed
1.5% of gross stock offering proceeds-from-the-Offering.

We decided to change our accoum’mg treatment of offering costs to more closely follow certain SEC interpretations, Prior to January 1,
chgrgf;_tp_addn;lpm Lp:uslm_cgglmland_a:mdlkr:n.qml‘_de:.I‘smd..uﬂfenns_cgs.l_wiaqw_c,ianuaml,:_lm.ﬁ.,_qffenngmgls_a ;c_qamtzﬂlaed.as
deferred offering costs as ingurred by us and subsequently amortized to expense over a 12-month period, Deferred offering costs related
to an offering will be fully amortized to expense upon the expiration or earlier termination of an offering. We evaluated this change in
aceounting treatment of offering costs and determined that it did not have a material impact on our consolidated financial position,
results of operations or cash flows for perieds prior to January 1, 2016,

Incenme Taxes

Certain of our investment practices are subject to special and complex U.S. federal income tax provisions that may, among other things,
(i) convert dividends that would otherwise constitute qualified dividend income into ordinary income, (i) treat dividends that would
otherwise be eligible for deductions available to certain U.S. corporations under the Code as ineligible for such treatment, (iii) disallow,
suspend or otherwise limit the allowance of certain losses or deductions, (iv) convert long-tenm capital gains into short-term capital
gains or ordinary income, (v) convert short-term capital losses into long-term capital losses, (vi) convert an ordinary loss or deduction
iuto a ca,pital Icss (thedeductibilily ofwhich is more Limited), (vii) cause us to recognizc income orgainwithcut a ccrrespc—nd ing receipt

Qonszmupqual_u‘;ung_gm@ﬁ.mnmn;futpumgacmﬁﬂmsmg&;mmmmmmmgnt._I_hawnph;ts__mﬁmg,_]]w_u:Im!&o_qyuj.dﬂ_ﬁfcguim
amount, timing and character of distributions to stockholders, We intend to monitor our transactions and may make certain tax elections
to mitigate the effect of these provisions on our ability to be subject to tax as a RIC.

Some of the income that we might otherwise earn, such as fees for providing managerial assistance, certain fees eamed with respect to
our investments, income recognized in a work-out or restructuring of a portfolio investment, or income recognized from an equity
investment in an operating partnership, may not satisfy the 90% Income Test, To manage the risk that such income might disqualify us
asaRIC for failure to sat isfy the 90% Income ‘I‘est we may establish ong or more u‘pui‘ﬂ purpose corporations {any suc h corporation, a

Qm_ﬁln:_nm;_Ics!,..;_&nmngﬁsnm:u'g,sil_s;l.f_l_tlJtmpgh_g_TmmlzlLSngmrx.gnmmJJy_wJ_U_bsgumgcnmJ Sﬁfﬂdsml,mps)m.anﬂ.omma&qa.
and therefore we can expect to achieve a reduced after-tax vield on such investments),

Portfolio Investment Composition
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Our Middle Market portfolio investments primarily consist of direct or secondary purchases of interest-bearing debt securities in
companies that are generally larger in size than the LMM companies included in our LMM portfolio. While our Middle Market debt
investments are generally secured by a first priority lien, 1.020,2% of the fair value of our Middle Market portfolio is secured by
second priority liens as of September30-2045-March 31, 2016,

Our current LMM portfolio consists of debt investments secured by first and second priority liens (67-266.4% and 2-24.0% of the total
fair value of the LMM portfolio, respectively) on the assets of the portfolio companies and equity investments (25:529.6% of the total
fair value of the LMM portfolio) in privately held LMM companies as of September38-2045-March 31, 2016, The LMM debt
investments generally beartterestatfixed rates-and mature between five and seven years from the original investment date. The LMM
equity investments represent an equity position or the right to acquire an equity position through warrants.

Our Private Loan portfolio primarily consists of debt investments secured by first and second priority liens (98:292,3% and %-66.9% of
the total fair value of the Private Loan portfolio, respectively) on the assets of the 19 Private Loan portfolio companies and equity
investments (8:20,8% of the total fair value of the Private Loan portfolio) in #wethree Private Loan companies as of September 36;
2045 March 31, 2016, The Private Loan debt investments typically have stated terms-of between three and seven years from the original
investment date. The Private Loan equity investments represent an equity position or the right to acquire an equity position through
Warrants.

Our Other Portfolio investments consist of investments which are not consistent with the typical profiles for LMM, Middle Market and
Private Loan portfolio investments, including investments which may be managed by third parties. In the Other Portfolio investments,
we may incur indirect fees and expenses in connection with investments managed by third parties, such as investments in other
investment companies or private funds.

During the ninethree months ended September30. 2045 March 31, 2016, we funded investment purchases of approximately $534.083, 1
million and had ainetwo investments under contract to purchase as of September30-2045:March 31, 2016, for approximately $39:03.6
million, which settled or asewe scheduled to settle afier Septerber 302045 March 31, 2016, We also received proceeds from sales and
repayments of existing portfolio investments of approximately $H0.847.4 million including $24.637.5 million in sales. Additionally, we
had twethree investments under contract to sell as of September 30,2045 March 31, 2016, for approximately $2:51 1.8 million, which
represented the contract sales price. The combined result of which increased our portfolio, on a cost basis, by approximately $444-419, 1
million, or 85.02.1%, and the number of portfolio investments by 289.seven, or 26-64.8%, compared to the portfolio as of December 31,
2044:2015, As of September30-2045:March 31, 2016, the largest investment in an individual portfolio company represented
approximately +92.4% of our portfolio’s fair value with the remaining investments in an individual portfolio company ranging from
G004H0.03% to 1.9%. The average investment in our portfolio is approximately $6.45.6 million or 0.70.6% of the total portfolio. As a
result of these transactions, our portfolio has become increasingly diversifiedbroadened across individual portfolio investments,
geographic regions, and industries. Further, our total portfolio’s investment composition (irehidingexcluding our Other Portfolio
investments) at fair value is comprised of 80-480,0% first lien debt securities, 16.5% second lien debt securities, with the remainder in
unsecured debt investments and equity investments. First lien debt securities have priority over subordinated debt owed by the issuer
with respect to the collateral pledged as security for the loan. Due to the relative priority of payment of first lien investments, these
generally have lower yields than lower priority, less secured investments.

During the sinethree months ended September30.2004March 31, 2015, we made investment purchases of approximately $333.0187,2
million and had #4135 investments under contract to purchase as of September30-2644March 31, 2015 for approximately $44-068.9
million, which settled after Septersber 30 2004-March 31, 2015, We also received proceeds from sales and repayments of existing
portfolio investments of approximately $69.424.6 million including $29.73.5 million in sales and had swe-investmentsone investment
under contract to sell as of September 30-2044March 31, 2015 for approximately $2:01.0 million, which represented the contract sales
price.

investments und.c,r cnnlmt 10 purchasc, as of Duccmbur 3 1, 2015 for approxmwtt.ly Sll ,'." mllllon, which suttlc,d or we schcdulcd 10
settle_after December 31, 2015, We also received proceeds from sales and repayments of existing portfolio investments of
approximately $176.1 million_including $45.7 million in sales. Additionally, we had one investment under contract to sell as of
December 31, 2005, for approximately $2.0 million, which represented the contract sales price. The combined result of which increased
increased our portfolio, on a cost basis, by approximately $417.1 million, or 85,5%, and the number of portfolio investments by 38, or
34.9%, compared to the portfolio as of December 31, 2014, As of December 31, 2015, the largest investment in an individual portfolio
portfolio company _represented approximately 2.3% of our portfolio’s fair value with_the remaining investments in an_individual
portfolio company ranging from 0.03% to 1.8%. The average single investment in our portfolio is approximately $5.8 million or 0.7%
0.7% of the total portfolio. As a result of these transactions, our portfolio has become increasingly broadened across individual portfolio
portfolio investments, geographic regions, and industries. Further, our total portfolio’s investment composition {excluding our Other
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Portfolio_investments) at fair value is comprised of 80,3% first lien debt securities, 16.7% second lien debt securities, with the
remainder in unsecured debt investments and equity investments. First lien debt securities have priority over subordinated debt owed by
by the issuer with respect to the collateral pledged as security for the loan, Due to the relative priority of payment of first lien
investments, these generally have lower yields than lower priority, less secured investments,

During the year ended December 31, 2014, we fundedmade investment purchases of approximately 5477.5 million and had eleven
investments under contract to purchase as of December 31, 20042014 for approximately $50.5 million, which settled or are
seheduledschedule to settle after December 31, 2014, We also received proceeds from sales and repayments of existing portfolio
investments of approximately $96.3 million including $58.9 million in sales. Additionally, we had three investments under contract to
sell as of December 31, 2014, for approximately $3.0 million, which represented the contract sales price. The combined result of which
increased our portfolio, on a cost basis, by approximately $421.2 million, or 634.2%, and the number of portfolio investments by 43, or
6365,0%, compared to the portfolio as of December 31, 2013, As of December 31, 2014, the largest investment in an individual
portfolio company represented approximately 2-43,1% of our portfolio’s fair value with the remaining investments in an individual
portfolio company ranging from 6:0-4H0,08% to 2:01.2%. The average single investment in our portfolio is approximately $4.3 million or
0.9% of the total portfolio. As a result of the—aferementionedihese transactions, our porifolio has become increasingly
diversifiedbroadened across individual portfolio investments, geographic regions, and industries. Further, our total portfolio’s
investment composition (excluding our Other Portfolio investments) at fair value is comprised of 79-479.4% first lien debt securities,
18.0% second lien debt securities, with the remainder in unsecured debt investments and equity investments, First lien debt securities
have priority over subordinated debt owed by the issuer with respect to the collateral pledged as security for the loan. Due to the relative
priority of payment of first lien investments, these generally have lower yields than lower priority, less secured investments.

During the year ended December 31, 2013, we made investment purchases of approximately $57.9 million and had nine investments
under contract to purchase as of December 31, 2013 for approximately $8.8 million, which settled after December 31, 2043-2013. We
also received proceeds from sales and repayments of existing portfolio investments of approximately $16.6 million mcludmg—S—i‘—l-
mithen-in-fullrepaymentand $7.7 million in sales and had no investments under contract to sell as of December 31, 2013,

e - 2 s sesterr The result of the aforementioned transactions
ﬁmherdwemﬁed ourgengraphlc and industry concentrauons and based upon our mvestment rating system, which is described further
below, the weighted average rating of our LMM was approximately 2.5 and 3.0 as of both-September302045March 31, 2016 and
December 31, 20442015, Lastly, the overall weighted average effective yield on our investment portfolio has inereaseddecreased from
£48,3% atas of December 31, 20442015 to 838.2% as of September 302045 March 31, 2016,

As of December 31, 20442015 and 2043:2014, the weighted average rating of our LMM was approximately 3-0-and—15;
#e#peeliwht.'! 0, Lastly, the overall weighted average effective vield on ourinvestmentponl‘olio increased f‘rom 7:58.1% at December

Dlscussmn n and Analyms of Financial Condlt]on and Resulls c-fOpcmlmn Overview."

Summaries of the composition of our total investment portfolio at cost and fair value are shown in the following tables (this information
excludes Other Portfolio investments):

September-30-2015March 31, 2016 December 31, 20042015
Private Middle Private Middle
Cost: LM Loan Market Tonal LM Laan Market Total

First Lien Secured Debt B83T0,1 % £1692.4%  BOF79.6% 80.5%  6F969.4% F6:2923%  BOR799% FO-480,5%
Second Lien Secured Debt 3243% 12267%  189200% 1681667 204,1% 23.872% 18619.7% 18116.7%

Unsecured Debt = — 04 0.3 = — 04 0.3

Equity 27.524.4% 0.1% —%  2324%  200256% —01% —% 2004%
Equity warrants HOL2% 0dogte —% gdp2% 0209%  —p4% S —p1%
Total 100.0%  100.0% 100.0%  100.0% 100.0%  100.0% 1000%  100.0%
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September-30:-2015March 31, 2016 December 31, 20142015
Private Middle Private Middle

Fair Value: LMM Loan Market Tostal LMM Loan Market Tonal
First Lien Secured Debt 67366.4% 90-2023%  80-879.7% S0-880.0%  67-9677% 749921% 80-979.9% T9480.3%
Second Lien Secured Debt 3240%  9.669%  19.0202% 16.5% 2940% 25174% 18.5199% 18.0]16.7%
LUnsecured Debt = = 0.1 0.1 = = 02 0.1
Equity 28:5284%  0a% —%  2si0%  9mp14%  —pu% —% g
Equity warrants HoL2%  od07% —%  g4p2e 6209%  —04% -
Total 100.0%  100.0% 100.0%  100.0% 1000%  100.0% 100.0%  100.0%

The—fe-lleﬁdngl:_olm tables ﬁlmwgowigg our total investment portf'ulia composition by geogmphic region of the Linites States-atcost

geographic region. this-information axcludes theruﬂunthlmumwnm}aud by industry, see Note 3- Fan’ Value Hmmr.‘w Jor
Investments-Portfolio Investment Composition to our condensed consolidated financial statements for the three months ended March 31

2016 included as part of this prospectus,

E S LSS e 2hR% & 957248 222%
RERET 2 tn FE3 B85 Hdh
143354 16.0% 133778 153%
155053 123% 143062 1649
159.908 1285 160104 18:4%

50980 67% § ATARD 6:6%

5 BOI3T2 A00.0% 5 wI2 4 RIIIEIEEN

Brecesnbee -4
Frrvestitents Fair-Value
Iavesiments  Cost-Percentage at
atCost of Total- Portfolio Fair Value Total-Porttolio

§ 128556 B 27.0%
LT A4, b 2T
A2 0% 73993 5%
#5201 A FT AR oAl
ATATH et B P
20373 439, 19,604 4-2%

& 486020 L 47267 RIISNAEEY
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Our portfolio investments carry a number of risks including (1) investing in companies which may have limited operating histories and
and financial resources; (2) holding investments that generally are not publicly traded and which may be subject to legal and other
restrictions on resale; and (3) other risks common to investing in below investment grade debt in LMM and Middle Market companies,
companies.
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Portfolio Asset Quality

As of September30-2045-March 31, 2016, we owned a diversifiedbroad portfolio of 437154 investments in 6121 companies
representing a wide range of industries. We believe that this diversity adds to the structural protection of the portfolio, revenue sources,
income, cash flows and dividends. The portfolio included the following:

= 83 debtinvestments in #+80 Middle Market portfolio companies with an aggregate fair value of approximately $6882627.8
million and a cost basis of approximately $709.7693.5 million, The Middle Market portfolio had a weighted average annual
effective yield of approximately %38,2% and $6-579,7% of the investments were secured by first priority lens. Further,
#5.587.3% of the Middle Market investments bearinterest-at-acontain variable raterates, withthough a majority of the
investments beingwith variable rates are subject to contractual minimum base interest rates between 100 and 150 basis points.

= 20debt investments in 19 Private Loan portfolio companies with an aggregate fair value of approximately $186-6118.5 million
and a cost basis of approximately $44--6122.2 million. The Private Loan pertfeliedebt investments had a weighted average
annual effective yield of approximately 849.0%, which is calculated assuming the investments on non-acerual status are non-
yielding, and $0:293.0% of the Private Loan debt investments were secured by first priority liens, Further, 89:896,0% of the
Private Loan debt investments bearinterest-at-acontain variable raterates, withthough a majority of the investments beingwith
variable rates are subject to contractual minimum base interest rates between 100 and 150 basis points.

= 1422 debt investments in 44 | 8 LMM portfolio companies with an aggregate fair value of approximately $54:365 .8 million and
a cost basis of approximately $54:265.3 million, The LMM debt investments had a weighted average annual effective yield of
approximately H:£11.1% and 95.594,3% of the debt investments were secured by first priority liens. Further, 43-343.4% of the
LMM debt investments are fixed rate investments with fixed interest rates between #:07.0% and 42-015.1%. Further, four] 0
LMM debt ]I!\'L.bll'm.l'llb, rcprub.cntmg ﬂppruxlmalq..ly 52:556.6% of the LMM debt investments-bear-interestata have variable

: srales subject to a contractual minimum base interest ratesrate of 100 basis

pmnls.

* 1519 equity investments and fivel 0 equity warrant investments in 4316 LMM portfolio companies, twethree Private Loan
portfolio companies and swathree Other Portfolio companies with an aggregate fair value of approximately $27.645.7 million
and a cost basis of approximately $26:540.8 million.

Overall, our investment portfolio had a weighted average effective yield of approximately £:38,2%, and #0.478.4% of our total
portfolio’s investment composition (including our Other Portfolio investments) was secured by first-priority liens.

As of September 302005 March 31, 2016, we had three investments in two portfolio companies that were on non-accrual status,
FheThese companies  were in default for failure to pay the combined outstanding principal balaneebalances of $5:513.2 million due
upon the maturity of the loans, Our Advisers are currently working with the borrowers to maximize recovery of the amounts borrowed.
As of September30-2045:-March 3 1, 2016, these three investments on non-accrual status comprised approximately 8:30.2% of theour
total investment portfolio at fair value and 8:91.3% of the total investment portfolio at cost. As of December 31, 2044:2015, we had
sxethree investiments in esetwo portfolio esmpanycompanies that were on non-accrual status, These two investments on non-accrual
status mmpm.ed appmxlmately 0. 4% of the total investment portfolio at fair value and 9.81.3% of the total investment portfolio at cost.

2eH4-0ne of the two portfolio companies on non-accrual status was in
default due o Eallurc 1o pay its outsl.anduu, prmctpal balance 0fS3 4 million due upon the maturity of its two loans. The other portfolio
company on non-accrual status was in default due to failure to pay its required quarterly interest payment and due to declaring
bankruptey in the fourth quarter of 2015, For those investments in which S&P credit ratings are available, approximately $550.3% of
the portfolio, the portfolio had a weighted average effective credit rating of B,

We utilize a rating system developed by our Sub-Adviser to rate the performance of each LMM portfolio company. The investment
rating system takes into consideration various factors, including each investment’s expected level of returns, collectability, comparisons
to competitors and other industry participants, and the portfolio company’s future outlook.

+  Investment Rating 1 represents a LMM portfolio company that is performing in a manner which significantly exceeds
expectations.

+  Investment Rating 2 represents a LMM portfolio company that, in general, is performing above expectations.

+  Investment Rating 3 represents a LMM portfolio company that is generally performing in accordance with expectations. All
new LMM portfolio investments receive an initial Investment Rating 3.
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+  Investment Rating 4 represents a LMM portfolio company that is underperforming expectations, requiring increased
monitoring and scrutiny by us.

+  Investment Rating 5 represents a LMM portfolio company that is significantly underperforming, requiring heightened levels of
monitoring and scrutiny by us and invelves the recognition of significant unrealized depreciation on such investment.

The following table shows the distribution of our LMM portfolio investments on the | to 5 investment rating scale at fair value as of
September 20, 2045March 31, 2016 and December 31, 20442015 (dollars in thousands):

September- 30, 2005March December 31, 20442015
Investments  Percentage of Investments Percentage of

at Fair Total LMM at Fair Total LMM
Investment Rating Value Porifolio Value Portfolio

1 % — —% g _— —%

2 4:00648,337 52517 7509,093 2210.6

] F0.62639 484 917422 399670,653 952827

4 2:3585,687 46,1 8703,714 36.7

5 — ——" o r—
Totals S67:86003,50 100.0% £33.6468546 100.0%

Based upon the investment rating system, the weighted average rating of our LMM paortfolio at fair value was approximately 2.5 and 3.0
as of both-September302045March 31, 2016 and December 31, 26442015,

DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS

RESULTS COMPARISONS FOR THE THREE MONTHS ENDED SEPTEMBERIOGMARCH 31, 2016 AND MARCH 31
205 AND-SEPTEMBER 302014

For-the-three-months-ended September 302005 and 204 our-total-investiment-income-was-approximately 5473 -million-and 55.6

sirstbtbedtocive vickbos v osisments o Paparosimatele S e comnpared B0 T o Sestemiser 20k e erage-thivestmen
portfelio-for- the-three- months-ended September 30, 200 5 was S8 Fd mibion-compared-to 3300 2-mithon-for-the-three-months ended

£ I et-of fee-waivers)-of 535 on—interast-expanse-of S 0-million-and-otherceneral-and-administrative-expense-o
SEL000-Management-fees increased due-to-an-nereaseirthe average srossassets-of the- Company-tnterest expense- tnereased due to-an

three-months-ended September 30, 2045 due-to-the-increase-in-amortization-of deferred-fi i ¥l sult-of costs-paid-in

&L ) )
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Total Investment Income, Expenses, Nef Assefs

For the sinethree months ended September30-2045March 31, 2016 and 20442015, our total investment income was approximately
£44.521.3 million and SH.511.8 million, respectively, consisting predominately of interest income. As of Septermber30-2045March 31,
2016 the portfolio had a weighted average annual effective yield on investments of approximately :28.2% compared to 7-88.5% as of
Seprenthes S 2D 2 and our average investment portfolio for the aine-menths-ended September 30204 5-was
S60d4-three momhsended Ma.rch 31 2016 was 58535 .4 million compared to $205-1566.9 million for the nine-menthsended September
30:-2644-three months ended March 31, 2015, Addltlcmally, dunng the ninethree munlhs endedSepEemhe-r—?rB—QG-lé § 1, 2016 and

increase in interest income was pl'lll’hal'lhf due to the grcw‘th in our total porrfolao resulting from the investment of additional equuy
capital raised and borrowings under the Credit Facilities. We believe further increases in investment income in future periods may arise
due to (i) a growing base of portfolio company investments; and (ii) investments being held for the entire period relative to incremental
net mveslment activity during each quarter. For the-nine-meonths-ended-September30.information on the Credit Facilities, see "Senior
Securities.”

For the three months ended March 31, 2016, expenses, net of incentive fee and administrative services expense waivers, were
mlx_sﬁ.ﬂ_mﬂhﬂuas compared to expenses g;gp_[g@gte!xﬁﬁnﬂmmmejhmmnmhs ended March 31, 20135, The

imarily due to increases in management fees of $1.5 se of $1,7 million, and other
generat and admu‘ustratwe expense of $96,000. Management fees increased. pnmanly due to an mcrea.se in the average gross assets of

M mcmassd.ﬂuﬂu_Mﬁmmﬂemgge_bmmuhe_gmd  Average borrowings were

ely 3%. Other general and administrative expenses murumd due to
additional l:vankm : '.Gblb, trade costs and ntlu.l costs associated with the increase in overall portfolio size,

For the three months ended Ma 2 decrease in net assets resulting from operations | ockholder distributions
declare:d) was appmxunateky $2 7 null Lc-n The decrease was attributable to unrealized depreciation ¢ on mvesuuems of approximately

£14.3 millio losses of ; tely $646,000 and offset by net investment income of approximately $12.2 million,

For the three months e ¢ net increase in net assets was approximately $10.2 million. The increase was pnmdrliy
attributable to net investment_income c-I approximately $6,3 million, realized gains of approximately $20,000 and unrealized
appreciation on investments of approximately $3.8 million,

For the years uuh.d DLu.mbL.r 31, 2015 and 2014, our total investment income was approximately $65.4 million and $19.2 million,
X 015 the portfolio ha ighted average annual
Mmmmmd&&i&smﬂ@mmwm and our average investment portfolio
pontul i for the ycdr ended December 31, 20] Swas $723.5 million compared to 32589 million forthe year ended December 31,2014,
2014, Additi ing ended December 31, 2015 and 2014, we accreted a ately $4.4 million and 1.1 milli
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rcapuuw,ly of uneamed income into interest income, The increase in interest |nwmc was primarily due to the growth in our total

resulting from the investment of additional equi ital raised and borro the Credit Facilities. We believe further
further increases in investment income in fiture periods may arise due to (i) a growing base of portfolio company investments, and (ii)
(ii} investments being held for the entire period relative to incremental net investment activity during each quarter. The increase in yield

yield is kargely due to the additional investments in LMM and Private Loan companies during the year, which are higher yielding than

the Middle Market invesiments,

For the year ended December 31, 2015, expenses, net of base management fee, incentive fee and administrative services expenses
waivers and expensesupportpaymentExpense Support Payment, were approximately $49-828.9 million as cumpared to expenses of
approximately $4:28,0 million for the nine-menthsyear ended Septesaber30:December 31, 2014, The increase in expenses swas
primarily due to inereasesan increase in management and-ineentive-fees (net of fee waivers) of $8.311.8 million; and an increase in
interest expense of $5-87.8 million-and-othergeneral-and-administrative expense of $195,000-, Management fees increased primarily
due 1o an increase in theour average gross assels-efthe-Company. Interest expense increased due to an increase in the average
borrowings during the period, Average borrowings were 828623050 million for the sine-menthsyear ended September30.December
31, 2015 compared to 366-689.8 million for the mine-menthsyear ended September36:December 31, 2014, Additionally, interest
expense was higher for the sire-menthsycar ended September30:December 31, 2015, due to the increase in amortization of deferred
financing costs as a result of costs paid in connection with the Credit Facilities. As of beth-September30.December 31, 2015 and
September30:December 31, 2014, the annualized interest rate on borrowings was approximately 3%.-Other generaland administrative

For the year ended December 31, 2015, the base management and incentive fees, net of fee waivers, were approximately $15.5 million
compared to a net fee of $3.8 million for the year ended December 31, 2014, Our Adviser waived its base management fees in 2014 in
anamount necessary for distributions declared to not represent a retumn of capital for ULS, federal income tax purposes, No such waiver
was necessary for the year ended December 31, 2015, Additionally, our Adviser and Sub-Adviser ne-lenger waived-its-fees: except the
subordinated incentive fee on income for the period October 1, 2014 to December 31, 20042014, totaling approximately
smmsgs:.&mmdformepenudjmm 1,2015 WMM%WWWM—W—HHMM

et ive fees. pet of fee waivers. were approsimately S0 mition compared to-a net fee of S Fmibhon-for-the-ni hs-ended

September30:-2044-Decemb 0135, totaling approximately $2.6 million,

For the sine-menthsyear ended September30:December 31, 20135, the net inereasedecrease in net assets resulting from operations {eress
ofstockhelder distributions-declared)-was approximately 343370 million, The inereasedecrease was attributable to net-investment
income-of approximately 524-7-million; realized gains-ofapproximately- 51 30.000 and-offset by-unrealized depreciation on investments
of approximately $H-5-miHion-38.0 million and realized losses of approximately $5.5 million, offset by net investment income of
approximately $36.5 million. The unrealized depreciation on investments in our portfolio was primarily driven by the impact of broad
price declines in the high yield bond and leveraged loan markets and the cﬂeﬂ_aidcsllmng_oﬂpmea on our investments in companies
in the oil and gas sector. The realized losses were primarily driven by the Private Loan debt investment in Relativity Media, LLC that
was converted into equity and warrants following a declaration of bankruptey by the company. In conjunction with the conversion, we

For the nine-menthsyear ended September30.December 31, 2014, the net increase-in-netassets-was-approximateb- 549 million-The

terease-wis primarily-attributable to-netinvestiment income of approximately 363 million: realized gains of approsimetely 52416000

%m&wwmmﬂm!ﬂmﬁnm.nmw s wis approximately Smum_[hxﬂmmmm i
atfributable to unrealized iation on i ients ofapproxi illi i i imate

approximately $11. Z_mﬁhnu:[he unrealized deprects.tmn on investments ef-aﬁpﬁe*ﬂnalel-y%—l—émdheﬂ—m;mr ml:t,ﬁ)hq was| pnmau.ly
primarily driven by the decline in the fair value of two investments, in one portfolio company, which went into default after December
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December 31, 2014, and the impact of broad price declines in the high vield bond and leveraged loan markets and the effect of declining
declining oil prices on our investments in companics in the oil and gas sector,

RESULTS COMPARISONS FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2013
Total Investment Income, Operating Expenses, Net Assels

For the years ended December 31, 2014 and 2013, our total investment income was approximately $19.2 million and $2.8 million,
respectively, consisting predominately of interest income. As of December 31, 20442014, the portfolio had a weighted average annual
effective yield on investments of approximately 8.1% compared to 7.5% as of December 31, 2013, and our average investment portfolio
for the year ended December 31, 2014 was $258.9 million compared to $33.7 million for the year ended December 31, 2013,
Additionally, during the years ended December 31, 2014 and 2013, we acereted approximately $1.1 million and $194,000, respectively,
of unearned income into interest income. The increase in interest income wasis primarily due to the growth in our total portfolio
resulting from the investment of additional equity capital raised and borrowings under the Credit Facilities. We believe further inerenses
H vestment income in-future periods may arse die to i ba gronving base of portfolio company investments. and (H bnvestiments being
held-forthe-entie-period-relative-to-ineremental neHnvestment-aetivib-during-each-quarter-The increase in yield is largely due to the
additional investments in LMM and Private Loan companies during the year, which are higher yielding than the Middle Market
investments.

For the year ended December 31, 2014, expenses, net of base management fee, incentive fee and administrative services expenses
waivers and expense-support-paymentExpense Support Payment, were approximately $8.0 million as compared to expenses of
approximately $1.1 million for the year ended December 31, 2013, The increase in expenses is primarily due to-sn increases in
management fees (net of fee waivers) of $3.8 million, interest expense of $2.9 million, professional fees expense of $117,000, and other
general and administrative expense of $355,000. Interest expense increased due to an increase in the average borrowings during the
period. Average borrowings were S89.8 million for the year ended December 31, 2014 compared to 9.7 million for the year ended
December 31, 2013. M&lﬂfﬂmﬂy—m&ﬁ-ﬂ—e&ﬂeme—w&q—hrﬂhﬂ—ﬁar—ﬂie—»mr ended-Pecember3H—2Hd—due—to-the—inerease—in
b As of December 31,
2014 smd December 31, 2013, thmnmlwed interest rate on borrowings was approximately 3%. Profcssmnal fees increased due to
additional legal costs related to the share repurchase program and ewrthe application for exemptive relief. Other general and

administrative expenses increased due to additional banking costs, trade costs and other costs associated with the increase in the overall
portfolio size. During the year: ended December 31, 2014, we entered into an-expense-support-and-conditional-reimbursement
agreement with-onrAdviserthe 2014 Expense Reimbursement Agreement, in which the Adviser agreed to pay us an amount necessary to
achieve areasenabledovelofexpensesinrelationtoinvestmentineemethe Operating Expense Objective. Pursuant to this agreement, the
Adviser made a payment to us during year ended December 31, 2014 for $328,000, reducing our expenses, compared to an expense
supper-paymentofExpense Support Payment of $153,000 made to us during the year ended December 31, 2013,

For the year ended December 31, 2014, the base management and incentive fees, net of fee waivers, were approximately $3.8 million
compared to a net fee of zero for the year ended December 31, 2013, During the year ended December 31, 2013, all management and
incentive fiees were waived. Beginning January 1, 2014, our Sub-Adviser no longer waived its fees, except the subordinated incentive
fee on income for the period October 1, 2014 to December 31, 2404:201 4, totaling approximately $226.000, which the Sub-Adviserhas
agreed to waive. The Adviser waived its fees in 2014 in an amount necessary for distributions declared to not represent a return of
capital for federal tax purposes. Forthevearended December 32004 the base-manag it h et e e e b et R :

WRER AP scratale S-S ma ks . ni..mlr F T Faaroforthevearendad-Deae a3l LS

For the year ended December 31, 2014, the net decrease in net assets resulting from operations

d&lur«:{l-}-was appmxlmately $3.0 million. The decrease was attributable to netinvestment-income-of ﬂilpl(\'\!l!hﬁei\ SHE 2-milhion:
serunrealized depreciation on investments of approximately $14.2 million, offset by net

netiny v-hmut income of’ .spp:mumml» 3 11.2 million. The unrealized depreciation on investments in our portfolio was primarily driven

driven by the decline in the fair value of two investments, in one portfolio company, which went into default atter December 31, 2014,
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2014, and the recent impact of broad price declines in the high vield bond and leveraged loan markets and the effect of declining oil
prices on our investments in companies in the oil and gas sector. While these macroeconomic events have impacted our investment
valuations, management believes that these valuation declines are generally not indicative of a decline in credit quality.

For the vear ended December 31, 2013, the net increase in net assets was approximately $2.2 million. The increase was primarily

attributable to net investment income of approximately $1.7 million;—realized-gains—of-approsimately—527.000 and unrealized

appreciation on investments of approximately $421,000.

RESULTS COMPARISONS FOR THE YEARSTHREE MONTHS ENDED DECEMBERMARCH 31, 20432016 AND 2012
MARCH 31, 2015

memmmwm@mﬁmwmmmml

and-oUF-averige-investrment

JWMWMWMWMMW which are higher wekj-um than
the-Middle-Market-investmen i

Liguidity and Capital Resources
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Cash Flows

For the sisethree months ended September38-2045:March 31, 2016, we experienced a net decrease in cash and cash equivalents of
approximately $4:23.5 million. During that period, approximately $404-424.9 million of cash was used in our operating activities, which
primarilyprincipally consisted of the purchase of new portfolio investments of 3534083, | million-offsetby and a net inereasedecrease
in net assets resulting from operations of approximately $4232.7 million asdoffset by principal repayments from and sales of
investments in portfolio companies of $448-847 4 million, During the ninethree months ended September30.2045.March 31, 2016,

approximately $4068:221.4 million was generated from financing activities, which principally consisted of a net 3242-415.0 million
increase in borrowings under the Credit Facilities, and $263-613 4 million in net Offeringstock offering proceeds received: offset by
SH0-65,2 million in cash disrributions paid o stuckholders—&nd—silé-mil-ﬁm gl 5 mill ion in cash distributious relared to redemption of

Seawmber—w-'lm-}b-iamh_ll_ _2_!21.6.

For the minethree months ended September30-2644March 31, 2015, we experienced a net increase in cash and cash equivalents of
approximately 54-54.0 million. During that period, approximately $238:6157.7 million of cash was used in our operating activities,
which primaribyprincipally consisted of the purchase of new portfolio debt investments of $333.01 87,2 million, offset by a net increase
in net assets resulting from the-operations of approximately $4-910.2 million and principal repayments from and sales of investments in
portfolio companies of $68-424.6 million, During the sirethree months ended Septesber 3020414 March 31, 2015, approximately
‘53{-349161 7 million was. gene'rated from financing acrivities which |:|rirlr:ir.|all3,r consisted of a net $433—081 1 million increase in
million in cash distributions paid to slockholdcrs and $2-4-mithen?52,000 paid for é'eeerf‘nam:mg_c_o_sts rclated to o the Credit F acmt ies
entered into during the sinethree months ended September30.2004-March 31, 20135,

f -‘ EH"E ' -E

Initial Offering and Offering

Oﬂ'cnng. leudmg p‘r‘CK:l.!‘.'.dk from lhc dislnbutmn n:mvc:stmcnt plan and muée—puj—mem*r&E—SH—%mmcd_S_l 3 million for selling
commissions and Dealer Manager fees. We also incurred an obligation for $2-4millien308,000 of costs related to the InitialOffering,

During the three months ended March 31, 2015, we raised proceeds of $98.9 million from the Initial Offering, including proceeds from

the distribution reinvestment plan, and incurred $8.7 million for selling commissions and Dealer Manager fees. We also incurred an
obligation for $1.5 million of costs related to the Initial Offering,

RESULTS COMPARISONS FOR THE YEARS ENDED DECEMBER 31, 2015, 2014, AND 2013-AND-2012

Liguidity and Capital Resources

Cash Flows

equivalents of approximately $4.1 million,

ties, which principally consisted of the
sulungﬁ'o _c-pmtlons ofapproximately $7.0

For the year ended December 31, 2015, we experienced a net incre
During Ihat period, appmxnnatel}r $425 4 million of cash was use

ncrease in
borrowings under the Credit Facﬂmeb and $254.2 million in net stock. offeun.g pmcee:ds received, and offset by $15.3 million in cash
distributions paid to stockholders and $3.5 million paid for financing costs related to the Credit Facilities entered into during the year
ended December 31, 20135,

For the year ended December 31, 2014, we experienced a net increase in cash and cash equivalents of approximately $13.5 million.
During that period, approximately $363.3 million of cash was used in our operating activities, which principally consisted of the
purchase of new portfolio debt investments of $477.5 millionand a net decrease in net assets resulting from operations of approximately

approximately $3.0 million, and offset by the repayment of portfolio debt investments of $96.3 million-effsetby-the purchase of new
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portfolio-debtinve: - ion, During the year ended December 31, 2014, approximately $378.8 million was generated
generated from f'nam:mg activities, which principally consisted of a net 5168.9 million increase in borrowings under the Credit
Facilities; and $217.9 million in net ©Ofesnestock offering proceeds received, and offset by $5.1 million in cash distributions paid 1o
stockholders and $2.7 million paid for financing costs related to the Credit Facilities entered into during the year ended December 31,
2014.

For the year ended December 31, 2013, we experienced a net increase in cash and cash equivalents of approximately $4.5 million,
During that period, approximately $36.5 million of cash was used in our operating activities, which prineipally consisted of the purchase
of new portfolio debt investments 0f $57.9 million, and offset by a net increase in net assets resulting from operations ofapproximately
$2.2 million and the repayment of portfolio debt investments of $16.6-million-offset-by-the purchase ofnew porifolio-debtinvestments
5579 million. During the year ended December 31, 2013, approximately $41.0 million was generated from financing activities,
which principally consisted of a net $7. IJ rm]lton increase in h-c:rrcwm,gs undcr tIJcCa;:ntn] One Crcdlt Famlny and $35.3 mlllmn in net
stock oi’fermg pmceeds received, effse

-S-I—Gaud offset by Sl 2 mll]mn in cash d:slrlbutlons paLd 0 sto-ckholde
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Initial Offering

During the yvear ended Degember 31, 2015, we raised proceeds of $306,0 million from the Initial Offering, including proceeds from the
distribution reinvestment plan, and made payments of $25.7 million for selling commissions and Dealer Manager fees, We also incurred
an obligation for $4.6 million of costs related to the Initial Offering.
During the year ended December 31, 2014, we raised proceeds of $253.1 million from the Initial Offering, including proceeds from the
distribution reinvestment plan, and made payments of $23.0 million for selling commissions and Dealer Manager fees. We also incurred
an obligation for $3.8 million of costs related to the Initial Offering.

During the year ended December 31, 2013, we raised proceeds of $40.7 million from the Initial Offering, including proceeds from the
distribution reinvestment plan, and made payments of $3.7 million for selling commissions and Dealer Manager fees. We also incurred
an obligation for $610,000 of costs related to the Initial Offering.

distrabution reipvestment plan, and made pavients of S TOS.000-for selline compmssions and Dealer Manager fees We alsodnenred an
obligation-for 52 L000-0f costs-related-to-the-Initinh Offering:

Distributions

The following table reflects the cash distributions per share that we have declared on our common stock during the sisethree months
ended September30.- 2015 (dolars-in-thousands-except-per-share-amounts):March 31, 2016 (dollars in thousands except per share
amounts).

Distributions
For the Period Ended Per Share Amount
Three months ended March 31, 2016 8 017 § 11,037

The following table reflects the cash distributions per share that we have declared on our commeon stock during the year ended
December 31, 2013 {dollars in thousands except per share amounts),

Distributions
For the Period Ended Per Share Amount
hree months ended December 31, 201 3 018 8 10,564
Three months ended September 30, 2015 by 017 § 9373
Three months ended June 30, 2015 s 018 s 7.998
Three months ended March 31, 2015 s 017 3 6,260

The following table reflects the cash distributions per share that the Company has declared on its common stock during the year ended
December 31, 2014 (dollars in thousands except per share amounts).

Distributions
For the Period Ended Per Share Amount
Three months ended December 31, 2014 b 018 § 4,658
Three months ended September 30, 2014 § 017 § 3234
Three months ended June 30, 2014 $ 0.18 § 2,049
Three months ended March 31, 2014 g 017 & 1,276

The following table reflects the cash distributions per share that the Company has declared on its common stock during the year ended
December 31, 2013 (dollars in thousands except per share amounts).

B8




Distributions
For the Period Ended Per Share Ampunt

Three months ended December 31, 2013 s 018 § 743
Three months ended September 30, 2013 s 0.17 § 513
Three months ended June 30, 2013 $ 018 § 356
Three months ended March 31, 2013 s 017 § 243

On Pecembert7, 2045 March 23, 2016, with the authorization of our board of directors, we declared distributions to our stockholders
for the period of JanuaryApril 1, 2016 through Mareh-34-June 30, 2016. These distributions have been, or will be, caleulated based on
stockholders of record each day from January 1, 2016 through March 31, 2016 in an amount equal to SO.00191781 per share, per day.
Distributions are paid on the first business day following the completion of each month to which they relate.

The-following-table-reflects-the stoek-dividend-pershare-that-we-declared-on-our-commoen-stock-through-Beeember 34-2042:

eamnmn-smek-ewned—hy-euel1-mekhnlderpﬁ}sﬁr&ﬁ-ilﬂtmk-dividenddid11ut—@hung&un;'ﬂnelﬂkﬁéﬁ-%;—fnmpﬂrtinnaie—én&emﬁt—im&:—it

i

< : - it —Specific
tax characteristics of all distributions are reported to stockholders shortly after the close of each calendar year on Form 1099-DIV, For
the years ended December 31, 2015, 2014 and 2013, respectively, approximately 99.7%, 99.5% and 96.3% of the butions paid
were taxable to the investor as ordinary income and approximately 0.3%, 0,5% and 3,7% were treated capital gain distributions for
federal income fax purposes.

We have adopted an “opt in” distribution reinvestment plan for our stockholders. As a result, if we make a distribution, our stockholders
will receive distributions in cash unless they specifically “opt in™ to the distribution reinvestment plan so as to have their cash
distributions reinvested in additional shares of our common stock, We may, for the foreseeable future, pay a portion of our distributions
from sources other than net realized income from operations, which may include stock offering proceeds, borrowings, fee and expense
waivers from our Advisers and support payments from the Adviser.

We may fund our cash distributions from any sources of funds legally available, including stock offering proceeds-ef-the-Offering,
borrowings, net investment income from operations, capital gains proceeds from the sale of assets, non-capital gains proceeds from the
sale of assets, dividends or other distributions paid to us on account of preferred and common equity investments in portfolio companies
and fee waivers from our Advisers. We have not established any limit on the extent to which we may use borrowings or stock offering
proceeds-from-the-Dferne to fund distributions. Our distributions may exceed our earnings, especially during the period before we
have substantially invested the stock offering proceeds—rom-the-Offering. As a result, a portion of the distributions we make may
represent a return of capital for U.S. federal income tax purposes.

B9




The timing and amount of any future distributions to stockholders are subject to applicable legal restrictions and the sole discretion of
our board of directors.

In order to satisfy the Code's requirements applicable to_entities subject to tax as a RIC, we must distribute to our stockholders
substantially all of our taxable income on an annual basis. However, we may elect to spill over certain excess undistributed taxable
income from one taxabletax year into the next taxabletax year, which weuldmay require us to pay a 4% non-deductible excise tax on
such excess undistributed taxable income. In 2014, we estimated that approximately $59,000, or $0.0019 per share, of our taxable
income for 2014 will be distributed in 2013, prior to the filing of our U.S. federal income tax return for our 2014 taxable year—We
anticipate-nene-of this-willbesubjeettothe, and no portion of this amount was subject to the 4% nondeductible excise tax. In 2013, we
estimated that approximately $3.6 million, or $0.0575 per share, of our taxable income for 2015 will be distributed in 2016, prior to the
fili ng_af_qur federal income | tamumiﬁx_cuﬂm..ﬁ_mamlzl;:mrmMsuh.\sac_amuc;m;c_mm_w_c_mlm subject to a 4% nondeductible
excise tax: liability of approximately $108,000, In order to avoid excise tax, we need to distribute inrespeet-of-each-calendaryvear
mhﬁmmmm%mﬂmmmtmmmm

Mr%mh&%ma%%%mmmm&
ineeme-taxsatisfy the Excise Tax Avoidance Requirement.

approximately %Hﬁj million aqushng to appmxnmalcly%.—h;gg per share. The change from the December 31, 26442015 NAV
per share of $4-407 88 was largely due to the unrealized depreciation on investments in the portfolio. The unrealized depreciation on
investments in our portfolio was primarily driven by the broad price declines in the high yield bond and leveraged loan markets and by
the effect of declining oil prices on our investments in the oil and gas sector.

As of December 31, 20442015, we had approximately $49:924.0 million in cash and cash equivalents and our NAV totaled
approximately $260-1491,7 million equating to approximately 5540788 per share. The change from the December 31, 20432014 NAV
per share of 5894840 was largely due to the unrealized depreciation on investments in the portfolio. The unrealized depreciation on
investments in our portfolio was primarily driven by the deeline-in-the-fairvalue-oftwoinvestments-in-one-portfolio-company-which
went-into-default-after December 34 2044;-and-the recent-impaet-of- broad price declines in the high yield bond and leveraged loan
markets and by the effect of declining oil prices on our investments in the oil and gas sector. While these macrocconomic events have
impacted our investment valuations, management believes that these valuation declines are generally not indicative of a decline in credit

quality.

obligation for $308,000 of costs related to the Offering, During thucﬂr;n;lctLDc;rmbcx 31,2015, \sacmsmnmmﬁs of $306,0
million from the Initial Offering, including proceeds from the distribution reinvestment plan, and made payments of $23.7 million for
selling commissions and Dealer Manager fees. We also incurred an obligation for $4.6 million of Initial Offering costs,

appmxmmdy_ﬁ:a‘_ﬂ;lnuL]lon_omalandmg_nn_d5_&5_.1)_|thon_axmInhl;:_undcr_thc_l)_em&chc_ﬁank_Cmdn_mcﬂﬂy._hqlh_af_whlch_w;
estimated approximated fair value and subject to certain limitations and the asset coverage restrictions under the 1940 Act, As of
December al, 20]5 we had appmzdmtel}r 5105, 0 million m:tsmndi.ng and 570 0 million available under our Capilal One Credit

S_c:e_ "Seni or_S_ecun ties" for a deseription of the C redlt_l _ac_L] itigs,
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We anticipate that we will continue to fund our investment activities through existing cash, capital raised from our Offering, and
borrowings on the Credit Facilities. Our primary uses of funds in both the short-term and long-term will be investments in portfolio
companies, operating expenses and cash distributions to holders of our common stock.

eftherevolver computinents are being used. The Capital One Credit Facility has a three-year term, maturing March b 2007 with two

Structured-Subsidiaries-of at least 550 million. Further, the Capital One Credit Facility contains Hmitations on mcurrepce of other
indebtedness{other- than by Structured Subsidiaries - himitations-on-industry-coneentration-and-an-anti-hoarding provision-to-proteetthe

2045 and December 32004 we were not aware of any instances of noncompliance with covenants related to the Capital One Credit

Agent—Fhe-Deutsche Bank Credit-Facility-provided-for-an-initial-borrowing-cap




k- conmmitment amou HMS Funding sl incuran undrawn fee equal o 0.40% of the difference between the ageregate

g

Related-Party Transactions and Agreements

We have entered into agreements with the Adviser, the Sub-Adviser and our Dealer Manager, whereby we pay certain fees and
reimbursements to these entities. These include payments to our Dealer Manager for selling commissions and the Dealer Manager fee

92




and payments to our Adviser for reimbursement of offering costs. In addition, we make payments for certain services that include the
identification, execution, and management of our investments and also the management of our day-to-day operations provided to us by
by our Adviser and Sub-Adviser, pursuant to various agreements that we have entered into. See "Certain Relationships and Related
Party Transactions".

Contractual Obligations

As of Septerber 302045 March 31, 2016, we had $395.0 million in borrowings outstanding under ewrthe Credit Facilities. Unless
extended, our Capital One Credit Facility will expire March 11, 2017, and the Deutsche Bank Credit Facility will mature on June 16,
2020. Our Capital One Credit Facility has two, one-year extension options, with lender approval that, ifapproved and exercised, would

permit us to extend the maturity to March 11, 2019, See "Senior Securities” for a deseription of the Credit Facilities.

A summary of our significant contractual payment obligations for the repayment of outstanding borrowings at September36;
2045March 31, 2016 is as follows:

Payments Due By Period (dollars in thousands)

Less than 1
Total year 1-3 years 3-5 years After 5 years
Capital One Credit Facility () §405:00065,00 § 65000 § 105000— $ — 5 —
Deutsche Bank Credit Facility 2 $290:0003300 5 = % — $3206:0003300 § —

(1) At Septermber 30204 5-5200March 31, 2016, $60.0 million remained available under our Capital One Credit Facility, subject to the asset
coverage ratio restrictions imposed by the 1940 Act, as discussed above.

(2) At Septenber30- 2045 570:0March 31, 2016, $55.0 million remained available under the Deutsche Bank Credit Facility, subject to the
assel coverage ratio restrictions imposed by the 1940 Act, as discussed above.

As of December 31, 20442015, we had $482-9380.0 million in borrowings outstanding under the Credit Facilities. See "Senior
Securities” for a description of the Credit Facilities,

A summary of our significant contractual payment obligations for the repayment of outstanding borrowings at December 31, 20442015
is as follows:

Payments Due By Period (dollars in thousands)

Less than 1
Total year 1-3 years 3-5 years After 5 years
Capital One Credit Facility $87:864105,00 § — S$87864105,00 § — 5 —
Deutsche Bank Credit Facility 5’5‘5-9993?5,09 S — 59%999275,0_9 5 —

(1) At December 31, 204420135, $47-420.0 million remained available under our Capital Credit Facility. However, our borrowing ability is
limited to the asset coverage ratio restrictions imposed by the 1940 Act, as discussed above.

(2) At December 31, 2044:2015, $30.025.0 million remained available under the Deutsche Bank Credit Facility. However, our borrowing
ability is limited to the asset coverage ratio restrictions imposed by the 1940 Act, as discussed above.

Recently Issued Accounting Standards

In May 2014, the FASB issued Accounting Standards Update ("ASU"™) 2014-09, Revenue from Contracts with Customers (Topic 606).
606). ASU 2014-09 supersedes the revenue recognition requirements under ASC Topic 6035, Revenue Recognition, and most industry-
industry-specific guidance throughout the Industry Topics of the ASC. The core principle of the guidance is that an entity should
recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which
which an entity expects to be entitled in exchange for those goods or services. Under the new guidance, an entity is required to perform
perform the following five steps: (1) identify the contract(s) with a customer; (2) identify the performance obligations in the contract;
(3) determine the transaction price; (4) allocate the transaction price to the performance obligations in the contract, and (5) recognize
revenue when (or as) the entity satisfies a performance obligation. The new guidance will significantly enhance comparability of
revenue recognition practices across entities, industries, jurisdictions and capital markets. Additionally, the guidance requires improved
improved disclosures as to the nature, amount, timing and uncertainty of revenue that is recognized. In August 2015, the FASB issued
issued ASU 2015-14, Revenue from Contracts with Customers: Deferral of the Effective Date which defers the effective date of ASU
2001 4-09 by one vear for all entities under- £S5 GAAP. The new guidance will be effective for the annual reporting period beginning after
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after December 13,2017, including interim periods within that reporting period. Early adoption would be permitted for annual reporting
reporting periods beginning after December 15, 2016. We-areThe Company is currently evaluating the impact the adoption of this new
new accounting standard will have on esrthe Company's consolidated financial statements and disclosures.

metis-to-the-Consolidation-Analvsis-which-amends-the

Off-Balance Sheet Arrangements

At September 3020405 March 31, 2016, we had a total of approximately $29429.8 million in outstanding commitments comprised of
(i} twelve 16 commitments to fund revolving loans that had not been fully drawn or term loans that had not been funded and (ii) twothree
capital commitments that had not been fully called. A+Becember 341201 we had 564 We recognized unrealized depreciation of
398 m&iﬁog.%m anding Hﬂfllﬂ_iiﬂilﬂﬂ ngm_meﬂa_n_imgaim_.q plrﬁ;imgtﬁl&,_ngﬂgulmndmg_umudg%am

o i 3 3 ) TiTon in
outstanding con'lmnn'nemsoompnsed Df(l) éburli commitments to ﬁ.md revolving loans that had not been fully drawn or term loans that
had no! been funded and (ii) enethree capllal eammnmemgommm_ngmg !har had nor been fuily calted W recognized umalu;gd
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Commitmenis and Contingencies
(dollars in thousands)

5 3.2
Unfunded Loan Commitments

orp. 5 250
Apex Linen Services, Inc. 1.003
Arcus Hunting, LLC £2,069 540
BarFly Ventures, LLC 1,531
Buca C, LLC 1,780
CapFusion Holding, LLC 1600
Datagom, LLC 1,500
Guerdon Modular Holdings., Ine. 400160
Hojeij Branded Foods, Inc. 2H432.000
HWEHW Temps LLC 200
Jackmont Hospitality, Inc. 5001200
LaMi Products, LLC FHE81.765
Minute Key. Inc 500200
Mystic Logistics, Inc. 200
I 1000
Volusion, LLC 3,000

Unfunded Capital Commitments
Brightwood Capital Fund 111, LP 1,250
195
Freeport First Lien Loan Fund 111, LP 4R 036
Total 5 20.07220 §39

Recent Developments

On Lmembef—é—zm—‘v—wedeefeﬂ«edﬁmnl 20,201 6 May 3 016 and Iul)' 27, 2016, we increased our public offering price-frem-59-70
per share to $9-55-per-she 458,70, $8.80 and 58,90, respectively, effective as of our
Mevernber-t2-2H5 weelxly cllhm“weckl}' closes on April 21, 2016 May 5, 2016 and July 28, 2016, respectively.

Quantitative and Qualitative Disclosures about Market Risk.

We are subject to financial market risks, in particular changes in interest rates. Changes in interest rates may affect our interest income
from portfolio investments, the fair value of our fixed income investments, and our cost of funding,

Our interest income will be affected by changes in various interest rates, including LIBOR and prime rates, to the extent any of our debt
investments include floating interest rates. We generally invest in floating rate debt instruments, meaning that the interest rate payable
on such instrument resets periodically based upon changes in a specified interest rate index, typically the one-month LIBOR. As of
Septemtber302045:March 31, 2016, approximately 84:685.3% of our LMM, Private Loan, and Middle Market portfolio debt
investments (based on cost) contained floating interest rates, As of September30.2005March 31, 2016 and December 31, 20442015,
one-month LIBOR was approximately 8:20.4%. However, many of our investments provide that the specified interest rate index on such
instruments will never fall below a level, or floor, generally between 100 and 150 basis points, equal to 1.0% to 1.5%, regardless of the
level of the specified index rate. Given that most floating rate debt investments have index floors at or above 100 basis points, a decline
in index rates is not expected to result in a significant change to interest income.

In addition, any fluctuations in prevailing interest rates may affect the fair value of our fixed rate debt instruments and result in changes
in unrealized gains and losses, and may also affect a net increase or decrease in net assets resulting from operations. Such changes in
unrealized appreciation and depreciation will materialize into realized gains and losses if we sell our investments before their respective
debt maturity dates.

Further, because we borrow money to make investments, our net investment income is partially dependent upon the difference between
the interest rate at which we invest borrowed funds and the interest rate at which we borrow funds. In periods of rising interest rates and
when we have borrowed capital with floating interest rates, our interest expense will increase, which will increase our financing costs
and reduce our net investment income, especially to the extent we hold fixed-rate debt investments. As a result, there can be no
assurance that a significant change in market interest rates will not have a material adverse effect on our net investment income.

The following table shows the approximate annualized increase or decrease (dollars in thousands) in the components of net investment
income due to hypothetical interest rate index changes, assuming no changes in our investments and borrowings as of September36;
2045 March 31, 2016,
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Increase (Decrease) in Increase (Decrease) in Net Increase (Decrease) in

Change in interest rates Interest Income Interest Expense Net Investment Income
Down 2025 basis points g (+765) § (7O0088) $ 313923
Up.50 basis points 205 L.975 (1.270)
Up 100 basis points 12374,072 3,950 @n3122
Up 200 basis points #3851 1,678 7.900 4853,778
Up 300 basis points +5:55019,291 11,850 37087 441

Although we believe that this analysis is indicative of our existing sensitivity to interest rate changes, it does not adjust for changes in
the credit market, credit quality, the size and composition of the assets in our portfolio and other business developments, including
borrowing under the Credit Facilities or other borrowings, that could affect net increase in net assets resulting from operations, or net
income. Accordingly, we can offer no assurances that actual results would not differ materially from the analysis above.

If deemed prudent, we may use interest rate risk management techniques in an effort to minimize our exposure to interest rate
fluctuations. These techniques may include various interest rate hedging activities to the extent permitted by the 1940 Act. Adverse
developments resulting from changes in interest rates or hedging transactions could have a material adverse effect on our business,
financial condition and results of operations. As of September 30 2045March 31, 2016 and December 31, 20404:2015, we had not
entered into any interest rate hedging arrangements.
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WHAT YOU SHOULD EXPECT WHEN INVESTING IN A BDC
Overview

A BDC is a category of investment company, regulated under the 1940 Act, created by legislation in 1980 designed to promote investment
in small businesses, Congress authorized investment companies to elect BDC status in order to facilitate the flow of capital to private
companies and smaller public companies that do not have access to public capital markets or other conventional forms of financing. The
1940 Act provides a body of regulation for investment companies whose shares are offered to the public. BDCs are subject to regulatory
requirements under the 1940 Act that are designed to facilitate their investment in the types of companies whose need to raise capital was
the impetus behind Congress’ action in adding the BDC as a category of investment company.

Most BDCs are operated so as to qualify as a RIC for U.S. federal income tax purposes because a RIC generally is not subject to corporate-
level U.S. federal income tax on any of its income and gain that it distributes to its stockholders so long as it distributes at least 90% of its
“Investment company taxable income™ to its stockholders in a timely manner and satisfies the other RIC qualification requirements.

We believe that the BDC industry should continue to experience growth principally because BDCs provide the following benefits to
individual investors:

+  Access to investments that have historically been accessible outside the BDC model only by high-net-worth and institutional
investors, such as pension funds and endowments, primarily due to high minimum investment requirements and necessary
specialized investment expertise;

+  Investments managed by professionals with specialized expertise and experience necessary to fully understand and evaluate
investment opportunities and manage investment holdings;

+  Potential to reduce risk by diversifying an individual’s investment over a portfolio of assets without requiring a large investment;
and

+ Investor protection under the 1940 Act, a substantive regulatory and disclosure regime designed to, among other things, limit
opportunities for overreaching by affiliates.

Transaction Types

The companies in which BDCs typically invest require capital for a number of different purposes, including management buyouts,
leveraged buyouts, recapitalizations and growth and acquisition financing.

+  Management Buyonrs. Management buyouts often occur when business owners, often for estate planning reasons, seek to
transition out of an investment, while existing management believes that the potential for significant value creation remains in the
company. In such transactions, company management will often seek a financial sponsor to aid in the purchase of its company
through a combination of equity and debt.

+  Leveraged Buvouts. Leveraged buyouts occur when financial investors such as private equity firms purchase companies with
balance sheets and cash flows that can sustain additional leverage, which amplifies the potential for an equity holder’s gain. This
leverage can include several layers, including senior secured, second lien and mezzanine debi,

*  Recapitalizations. Recapitalizations occur when firms can benefit by changing their capital structures to enhance equity returns
and/or allow existing investors to realize value through a significant, one-time distribution. In some instances, firms may be able
to support additional debt due to growth in profitability and in other cases may seek external investment to partially or fully
replace existing investors. Recapitalizations are also a key means of exit for institutional investors which are required to return
capital at the end of their funds’ lives.

*  Growth and Acguisition Financings. Growth and acquisition financings occur when private firms need capital to fund growth
opportunities. Private firms represent a significant portion of the growth segment of the U.S. economy and these firms often do not
have adequate internally generated cash flow to fund growth organically or through acquisitions. These firms usually seek capiral
from external sources, including banks, private equity firms and venture capital firms.

Investment Types

Investments by BDCs may take a number of different forms, depending on the portfolio company”s needs and capital structure. Typically
investors determine the appropriate type of investment based upon their risk and retum requirements, Senior debt is situated at the op of
the capital structure, and typically has the first claim on some or all of the assets and cash flows of the company, followed by second lien
debt, mezzanine debt, preferred equity and finally common equity. Due to this priority of cash flows and claims on assets, an investment’s
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investment's risk increases as it moves further down the capital structure. Investors are usually compensated for this risk associated with
junior status in the form of higher returns, either through higher interest payments or potentially higher capital appreciation. We intend to
focus primarily on investments in debt securities, including senior secured loans, second lien loans and mezzanine loans, as well as equity
equity investments. Pursuant to the NASAA Omnibus Guidelines, we may not acquire interests in any portfolio companies or other assets in
assets in exchange for our common stock or any other ownership interest in us.

Comparison of Targeted Debt Investments o Corporate Bonds

Loans to private companies are debt instruments that can be compared to corporate bonds which may be more familiar to investors. As with
corporate bonds, leans te private companies can range in credit quality depending on security-specific factors, including total leverage,
amount of leverage senior to the security in question, variability in the issuer’s cash flows, the quality of assets securing debt and the degree
to which such assets cover the subject company's debt obligations. As is the case in the corporate bond market, we will require greater
retuns for securities that we perceive to carry increased risk. The portfolio companies in which we invest may be leveraged, often as a
result of leveraged buyouts or other recapitalization transactions, and, in most cases, will not be rated by national rating agencies. To the
extent we make investments in unrated companies, we believe that such investments would likely be rated below investment grade from
nationally recognized ratings organizations.

Below-investment grade corporate bonds are typically available to the public and are ofien unsecured obligations of the issuer. Corporate
bonds are generally traded on national exchanges and are, therefore, relatively liquid. Our targeted senior secured and second lien secured
loan mvestments are higher in the capital structure, have priority in receiving payment, are secured by the issuer’s assets, allow us to seize
collateral if necessary, and generally exhibit higher rates of recovery in the event of default. Our investments are generally not traded on
national exchanges, particularly those in LMM companies, and therefore, are less liquid than an investment in below investment grade
bonds.

The market for loans to private companies possesses several key differences compared to the corporate bond market. For instance, due toa
possible lack of debt ratings for Middle Market and LMM firms, and also due to the reduced availability of information for private
companies, investors must conduct extensive due diligence investigations before committing to an investment, This intensive due diligence
process gives the investor significant access to management, which is often not possible in the case of corporate bondholders, who rely on
underwriters, debt rating agencies and publicly available information for due diligence reviews and monitoring of corporate issuers. LMM
companies often provide investors monthly or quarterly updates on the portfolio company’s financial performance, along with possible
representation on the portfolio company s board of directors, which allows the investor to take remedial action quickly if conditions happen
to deteriorate.

INVESTMENT OBJECTIVE AND STRATEGIES
Our Company

We are a specialty finance company incorporated in Maryland on November 28, 2011. We are an externally managed, non-diversified,
closed-end management investment company that has elected to be treated as a BDC under the 1940 Act. We are managed by HMS
Adviser, a private investment management firm that is registered as an investment adviser under the Advisers Act. Our Adviser, which is an
indirect wholly owned subsidiary of Hines, oversees the management of our activities and is responsible for making investment decisions
with respect to and providing day-to-day management and administration of our investment portfolio. We have entered into a sub-advisory
agreement pursuant to which MSC Adviser identifies, evaluates, negotiates, and structures prospective investments, makes investment and
portfolio management recommendations for approval by our Adviser, monitor sour investment portfolio and provides certain ongoing
administrative services to our Adviser. For more information regarding the Sub-Adviser, see * — About Our Sub-Adviser.”

Our primary investment objective is to generate current income through debt and equity investments in LMM companies based in the
United States and secured debt investments of Middle Market companies generally headquartered in the United States. A secondary
objective is 1o generate long-term capital appreciation through equity and equity-related investments including warrants, convertible
securities, and other rights to acquire equity securities.

We intend to have a significant portion of our assets invested in customized direct secured and unsecured loans to and equity securities of
LMM companies. Our LMM companies generally have annual revenues between 510 million and 5150 million, and our LMM portfolio
investments generally range in size from $1 million to $15 million. Our Middle Market investments are made in businesses that are
generally larger in size than our LMM portfolio companies, with annual revenues typically between $10 million and $3.0 billion, and our
Middle Market investments generally range in size from S1 million to 515 million. Our Private Loan investments, often referred 1o in the
debt markets as “club deals,” are investments, generally in debt instruments, that we originate on a collaborative basis with other
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investment funds or lenders. Private Loan investments are typically similar in size, structure, terms and conditions to investments we hold
hold in our LMM portfolio and Middle Market portfolio.

Qur Other Portfolio investments primarily consist of investments which are not consistent with the typical profiles for our LMM, Middle
Market or Private Loan portfolio investments, including investments which may be managed by third parties. In our Other Portfolio, we
may incur indirect fees and expenses in connection with investments managed by third parties, such as investments in other investment
companies or private funds.

We plan to hold many of our investments to maturity or repayment, but will sell our investments earlier if we determine a sale of one or
more of our investments to be in our best interest. It is not our policy to engage in transactions with the objective of seeking profits from
short-term trading. Our annual portfolio turnover rate may vary greatly from year to year. Although we cannot accurately predict our annual
portfolio turnover rate, it is not expected to exceed 30% under normal circumstances, However, we do not consider our portfolio turnover
rate to be a limiting factor in the execution of investment decisions for us.

Asa BDC, we are subject to certain regulatory restrictions in making our investments, including limitations on our ability to co-invest with
certain affiliates. However, we received exemptive relief from the SEC that permits us, subject to certain conditions, to co-invest with Main
Street in eertain transactions originated by Main Street and/or our Advisers. The exemptive relief permits us, and certain of our directly or
indirectly wholly owned subsidiaries on one hand, and Main Street, and/or certain of its affiliates, on the other hand, to co-invest in the
same investment opportunities where such investment would otherwise be prohibited under Section 57(a)(4) of the 1940 Act. Under the co-
investment program described in our application for exemptive relief, as amended, co-investments between us and Main Street will be the
norm rather than the exception, as substantially all potential co-investments that are appropriate investments for us should also be
appropriate investments for Main Street, and vice versa. Limited exceptions to co-investing will be based on available capital,
diversification and other relevant factors. Accordingly, our Sub-Adviser treats every potential investment in customized LMM securities
evaluated by Main Street as a potential investment opportunity for us, determines the appropriateness of each potential investment for co-
investment by us, provides to our Adviser, in advance, information about each potential investment that it deems appropriate for us and
proposes an allocation between us and Main Street. If our Adviser deems such potential co-investment transaction and proposed allocation
appropriate for us, our Adviser will present the transaction and the proposed allocation to the sembersefousboard-ofdirectorswhoare
Apkinterested pﬁwuh of s o Mam Street, .m-d {2 2 whﬂ donothave a financial interestin the proposed transaction o the proposed portolio
s Eligible Directors and our Sub-Adviser will present the transaction and the
proposcd allocation for Mam Street 1o thc Lllgnblc Directors of the Main Street board of directors. Each board of directors, including a
majority of the Eligible Directors of each board of directors, will approve each proposed co-investment transaction and the allocation
associated therewith prior to the consummation of any co-investment transaction. No independent director on our board of directors or
Main Street’s board of directors will have any direct or indirect financial interest in any co-investment transaction or any interest in any
related portfolio company. other than through an interest (if any) in our or Main Street’s securities, as applicable. Additional information
regarding the operation of the co-investment program is set forth in the order granting exemptive relief, which may be reviewed on the
SEC’s website at www.yec.gov,

In addition to the co-investment program described above and in the exemptive relief, we may continue to co-invest in syndicated deals and
secondary loan market transactions where price is the only negotiated point.

To enhance our opportunity for gain, we intend to continue to employ leverage as market conditions permit and at the diseretion of our
Adviser, but in no event will leverage employed exceed 50% of the value of our assets, as required by the 1940 Act.

Our Investment Process

Pursuant to the Investment Advisory Agreement, HMS Adviser oversees the management of our activities and is responsible for making
investment decisions with respect to and providing day-to-day management and administration of our investment portfolio. Our Adviser has
engaged the Sub-Adviser to identify, evaluate, negotiate and structure prospective investments, make investment and portfolio management
recommendations for approval by our Adviser, monitor our investment portfolio and provide certain ongoing administrative services to our
Adviser. Collectively, we believe that the network of relationships between our Sub-Adviser’s investment team and the Middle Market,
including LMM, investment community, and HMS Adviser’s senior management team and the business communities in which their
affiliated REITs operate, are key channels through which we will aceess significant investment opportunities.

Our Sub-Adviser identifies and originates the majority of our investment opportunities. Each of our investment opportunities is first
evaluated by the Sub-Adviser for suitability for our portfolio, and the Sub-Adviser performs due diligence procedures, and provides to our
our Adviser due diligence information with respect to the investment. Our Sub-Adviser recommends investments to our Adviser, whose
investment committee independently evaluates the investment considering, among other things, the analysis, due diligence information and
and recommendation provided by the Sub-Adviser. In addition, the Sub-Adviser monitors our investment portfolio on an ongoing basis and
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and makes recommendations regarding ongoing portfolio management. Our Adviser makes all decisions to acquire, hold or sell investments
investments for us except those decisions reserved for our board of directors.

About Our Adviser

Our Adviser is a Texas limited partnership formed on April 13, 2012 that is registered as an investment adviser under the Advisers Act. Our
Adviser has limited operating history and experience managing a BDC. Our Adviser is wholly owned by Hines. Hines is indirectly owned
and controlled by Gerald D. Hines and Jeffrey C. Hines.

Hines has sponsored three publicly offered and non-traded REITs: Hines REIT, Hines Global REIT and Hines Global REIT 11, which
collectively have investments in aggregate gross real estate assets (based on purchase price) of approximately $9:-18.2 billion as of June 30;
2045-March 31, 2016, Ms. Schugart, the Chairman of our board of directors, our President and Chief Executive Officer, and Mr. Sims, our
Chief Financial Officer and Secretary, joined Hines in 1995 and 2003, respectively, and have substantial experience in private equity, real
estate acquisitions and dispositions, public company management and administration and finance and have served as executive officers of
companies in the REIT and investment real estate industries. For more information on these principals, see “Management.”

About Our Sub-Adviser

Pursuant to a sub-advisory agreement among us, HMS Adviser, Main Street and MSC Adviser, MSC Adviser acts as our investment sub-
adviser to identify, evaluate, negotiate and structure prospective investments, make investment and portfolio management recommendations
for approval by our Adviser, monitor our investment portfolio and provide certain ongoing administrative services to our Adviser. Main
Street initially provided such investment sub-advisory services to our Adviser. However, because the fees payable to Main Street under such
an arrangement could have negative consequences on Main Street’s ability to meet the source-of-income requirement necessary for Main
Street to maintain its RIC tax treatment, Main Street requested and obtained certain relief from the SEC allowing Main Street to wholly
own a registered investment adviser. Subsequent to receipt of such relief, Main Street assigned the investment 3ub—ad\r|b:,r duncs. undu l]‘ll.
Sub-Advisory Agreement to MSC Adviser, a wholly owned subsidiary of Main Street, on December 31, 2013, F - 45
as-ased in s prospectus, refers o Main Streetuntil December 3 1 200 3 after which time drefers 1o MSC Adviser. Upon I.he execution n-f
the Sub-Advisory Agreement, Main Street became our affiliate.

Main Street is a New York Stock Exchange-listed BDC primarily focused on providing customized debt and equity financing to LMM
companies and debt capital to Middle Market companies. Main Street invests primarily in secured debt instruments, equity investments,
warranis and other securities of LMM companies based in the United States and in secured debt instruments of Middle Market companies
generally headquartered in the United States. Main Street’s principal investment objective is to maximize its portfolio’s total return by
generating current income from debt investments and capital appreciation from equity and equity related investments, including warrants,
convertible securities and other rights to acquire equity securities in a portfolio company. Main Street’s LMM companies generally have
annual revenues between 310 million and 150 million. Main Street’s Middle Market investments are made in businesses that are generally
larger in size than its LMM portfolio companies.

As of September30-2045:March 31, 2016, Main Street had debt and equity investments in LMM securities and Middle Market debt
securities with an aggregate fair value of approximately $+-91.8 billion in over 200 portfolio companies.

About OQur Sponsor

Hines is our Sponsor, Hines is a fully integrated real estate investment and management firm which, with its predecessor, has been investing
in real estate assets and providing acquisition, development, financing, property management, leasing and disposition services for over
5#59 years. The predecessor to Hines was founded by Gerald D. Hines in 1957, and Hines is indirectly owned and controlled by Gerald D.
Hines and his son, Jeffrey C. Hines. Hines' investment partners have primarily consisted of large domestic and foreign institutional
investors and high net worth individuals. Hines has worked with notable architects such as Philip Johnson; Cesar Pelli; 1. M. Pei; Skidmore,
Owings and Merrill and Frank Gehry, in the history of its operations.

Hines is headquartered in Houston and currently has regional offices located in New York, Chicago, Atlanta, Houston, San Francisco and
London. Each regional office operates as an independent business unit headed by an executive vice president who manages the day-to-day
business of such region and participates in its financial results. All 13 employees who are part of Hines' Leadership/Executive Committee
have individual tenures of between 26 and 5859 years. The Hines Executive Committee directs the strategy and management of Hines.

Hines" central resources are located in Houston and these resources support the acquisition, development, financing, property management,
management, leasing and disposition activities of all of the Hines regional offices. Hines’ central resources include employees with
experience in capital markets and finance, accounting and audit, marketing, human resources, risk management, property management,
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leasing, asset management, project design and construction, operations and engineering. These resource groups are an important control
point for maintaining performance standards and operating consistency for the entire firm.

As of June 30.December 31, 2015, Hines had approximately $8789.1 billion in assets under management, which included approximately
$4242.5 billion in assets that Hines managed as a fiduciary, including HMS Income Fund's assets, and included approximately $4446.6
billion for which Hines provided third-party property management services. This portfolio represents assets owned by Hines, its affiliates
and numerous third-party investors, including pension plans, domestic and foreign institutional investors, high net worth individuals and
retail investors as well as assets Hines serves in an investment management role as a fiduciary, regardless of equity participation.

Asrequired by the NASAA Omnibus Guidelines, our Sponsor has an aggregate net worth in excess of $15.8 million. No portion of such net
worth will be available to us to satisfy any of our liabilities or other obligations.

The following chart shows the ownership structure and various entities affiliated with us, our Advisers and our Sponsor:

Hines
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(1} For further information regarding our Sub-Adviser, see “— About Qur Sub-Adviser.”
Our Market Opportunity
We believe the environment for investing in Middle Market and LMM companies is attractive for several reasons, including:

+ There is a large pool of uninvested private equity capital likely to seek additional capital to support private investments. We
believe there remains a large pool of uninvested private equity capital available to Middle Market and LMM companies. We
expect that private equity firms will be active investors in these companies and that these private equity firms will seek to
supplement their investments with senior secured and junior loans and equity co-investments from other sources, such as us.

+ Middle Market and LMM companies remain underserved by banks and other financing sources. As of 2007, there were
approximately 197,000 companies in the United States with revenues between $ 10 million and $150 million according to the ULS,
Census Bureau. We believe many LMM companies are unable to obtain sufficient financing from traditional financing sources,
including other BDCs, because of the underwriting requirements of these financing sources. We believe this dynamic is
attributable to several factors, including the consolidation of commercial banks and the aggregation of private investment funds
into larger pools of capital that are necessarily focused on these larger investments to generate meaningful yield. In addition, many
funding sources do not have relevant experience in dealing with some of the unique business issues facing LMM companies.
Consequently, we believe that LMM companies historically have been and are currently underserved. Additionally, due to stricter
financial regulations since the financial erisis, banks are much less likely make loans to midsize and smaller companies that they
perceive as riskier. We believe the lack of focus by these BDCs on the investment opportunities available from LMM debt and
equity investing provides us with a compelling opportunity to generate favorable risk-adjusted returns and consistent cash
distributions while also fulfilling the original capital formation mission of BDCs.

+ There are attractive opportunities in senior secured and second lien secured loans. Corporate interest rate risk premiums,
otherwise known as credit spreads remain above historical averages. Given current market conditions, it is our view that, at this
time, there are and will continue to be significant investment opportunities in senior secured and second lien secured loans and
debt investments of small and Middle Market companies,

The chart below shows the performance of large corporate loans to Middle Market loans.

Senior Loan Performance History 1997 = 2044March 31,
2016
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Source: S&P/LSTA Leveraged Loan Index. Data as of Beeesber200March 31, 2006, Middle Market leans are represented by a subset of
of middle-marker company loans within the S&PASTA Index. Large Corporate loans ave represenied by the LIOD Index, which is
comprised of the largest 1 facilities in the S&P/ALSTA index. The S&P/ASTA Index is the universe of all loans (approximately 825961)
issuers with J4001,250 facilities). Index retumns do not include the impact of fees and expenses which lower returns, Reproduction in any
any form is prohibited except with the prior written permission of Standard & Poor's Financial Services LLCo¢ ("S&P"). Neither S&F, fts
its affiliates nor their third-party information providers guarantees the accuracy, adequacy, completeness ar availability of any information
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informarion and is not responsible for any ervors or omissions, regardless of the cause ov for the results ofnained from the use of such
information. In no event will S&F, its affiliates or any of their third-party information providers be liable for any damages, costs, expenses,
expenses, legal fees, or losses (including lost income or lost profit and opportunity costs) in connection with any use of S&P content.

We feel that opportunities in senior secured and second lien secured loans are significant not only because of the potential returns available,
but also because of the strong defensive characteristics of this investment class. Because these loans have priority in payment among an
issuer’s security holders (i.e., they are due to receive payment before unsecured bondholders and equity holders), they carry the least
potential risk among investments in the issuer’s capital structure. Further, these investments are secured by the issuer’s assets, which may
be seized in the event of a default if necessary, and generally carry restrictive covenants aimed at ensuring repayment before unsecured
creditors, such as most types of public bondholders, and other security holders and preserving collateral to protect against credit
deterioration. In addition, most senior secured debt issues carry variable interest rate structures, meaning the securities are generally less
susceptible to declines in value experienced by fixed-rate securities in a rising interest rate environment. In many cases, the loan documents
governing these securities provide for an interest rate floor that may offer some downside protection in a declining interest rate
environment.

Business Strategy

Our primary investment objective is to generate current income through debt and equity investments in LMM companies based in the
United States and secured debt investments of Middle Market companies generally headquartered in the United States. A secondary
objective 1s to generate long-term capital appreciation through equity and equity-related investments including warrants, convertible
securities, and other rights to acquire equity securities, We have adopted the following business strategy to achieve our investment
objective:

Ultilize the experience and experiise of the principals of our Sub-Adviser and Adviser. The investment professionals employed by
our Sub-Adviser are also the investment professionals responsible for investing and managing Main Street's securities portfolio. Main
Street is a BDC whose shares are listed on the New York Stock Exchange. Main Street’s primary investment focus is providing
customized debt and equity financing to LMM companies and debt capital to Middle Market companies that operate in diverse
industry sectors. At September 302045 March 31, 2016, Main Street had debt and equity investments with an aggregate fair value of
approximately $+91.8 billion in over 200 portfolio companies. Our Adviser’s senior management team, through affiliates of Hines,
has participated in the management of two publicly offered and non-traded REITs and has extensive experience in evaluating and
underwriting the credit of tenants, many of which are LMM companies, of its commercial real estate properties. The principals of our
Adviser, including Sherri W. Schugart, the Chairman of our board of directors, our President and Chief Executive Officer, and Ryan T.
Sims, our Chief Financial Officer and Secretary, have access to a broad network of relationships with financial sponsors, commercial
and investment banks, LMM companies and leaders within a number of industries that we believe produce significant investment
opportunities. See "Portfolio Management."

Focus on Middle Market and LMM companies with stable cash flow. We believe that there are relatively few finance companies
focused on transactions involving Middle Market and LMM companies, and this is one factor that allows us to negotiate favorable
investment terms. Such favorable terms include higher debt yields and lower leverage levels, more significant covenant protection and
areater equity participation than typical of transactions involving larger companies, We generally invest in established companies with
positive cash flow. We believe that established companies possess better risk-adjusted return profiles than newer companies that are
building management or in early stages of building a revenue base. These companies represent a significant portion of the U.S.
economy and often require substantial capital investment to grow their businesses,

WMM underwriting policies and rigorenstigor in our portfolio management. We employ
an underwriting process that includes a review of the prospects, competitive position, financial performance and industry dynamics of

each potential portfolio company. In addition, we perform due diligence on potential investments and seek to invest with management
teams and/or private equity sponsors who have proven capabilities in building value. Through our Advisers, we offer managerial
assistance to our portfolio companies, giving them access to our investment experience, direct industry expertise and contacts, and
allowing us to continually monitor their progress. As part of the monitoring process, our Advisers analyze monthly and quarterly
financial statements versus the previous periods and year, review financial projections, meet with management, attend board meetings
and review all compliance certificates and covenants.

Focus on long-term credit performance and principal protection. We will structure our customized loan investments on a
conservative basis with high cash yields, first and/or second lien security interests where possible, cash origination fees, and lower
relative leverage levels. We will seek strong deal protections for our customized debt investments, including default penalties,
information rights, board observation rights, and affirmative, negative and financial covenants, such as lien protection and
prohibitions against change of control, We believe these protections will reduce our risk of capital loss.

Diversification. We seek to diversify our portfolio broadly among companies in a multitude of different industries and end markets,
thereby redueing the concentration of credit risk in any one company or sector of the economy. We cannot guarantee that we will be
successful in this effort.
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Deal Origination

Over the years, we believe the management team of Main Street, who controls MSC Adviser, and the affiliates of Hines have developed and
maintained a strong reputation as principal investors and an extensive network of relationships. Main Street sources investments of the type
we expect o make on a day-to-day basis as part of operating a New York Stock Exchange-listed BDC. Main Street has business
development professionals dedicated to sourcing investments through relationships with numerous loan syndication and trading desks,
investment banks, private equity sponsors, business brokers, merger and acquisition advisors, finance companies, commercial banks, law
firms and accountants. Moreover, through its over 3859 years of experience in leasing commercial real estate on a global basis, Hines has
developed relationships with a large number of Middle Market companies that are a potential source of Middle Market investment
opportunities. We expect our Adviser to have continuous aceess to Main Street’s professional team due to theirits relationship with our Sub-
Adviser.

We believe that our industry relationships are a significant source for new investment opportunities. We generally source our investments in
ways other than going to auctions, which include capitalizing on long-standing relationships with companies and financial sponsors to
obtain access to proprietary investment opportunities.

From time to time, we may receive referrals for new prospective investments from our portfolio companies as well as other participants in
the capital markets. We may pay referral fees to those who refer transactions to us that we consummate.

Investment Selection
Our investment philosophy and portfolio construction involves:

+ An assessment of the overall macroeconomic environment and financial markets;

+ Company-specific research and analysis;

+ An emphasis on capital preservation, low volatility and minimization of downside risk;
= An assessment of the overall macrocconomic environment and financial markets:

= Company-specific research and analysis; and

* An emphasis on capital preservation, low volatility and minimization of downside risk.

The foundation of our investment philosophy is intensive credit investment analysis based on fundamental value-oriented research and
diversification. Qur selection process is based on:

+ A comprehensive analysis of issuer creditworthiness, including a quantitative and qualitative assessment of the issuer’s business;

+ An evaluation of the management team;
+ An analysis of business strategy and long-term indusiry trends; and

+ An in-depth examination of capital structure, financial results and financial projections.

We seek to identify those issuers exhibiting superior fundamental risk-return profiles with a particular focus on investments with the
following characteristics:

«  Established companies with a history of positive and stalde operating cash flows. We seek to invest in established companies with
sound historical financial performance. We typically focus on companies with a history of profitability. We generally will not
invest in start-up companies or companies with speculative business plans,

= Abifity to exert meaningful influence. We target investment opportunities in which we will be the lead investor where we can add
value through active participation.

+  Experienced management team. We generally require that our portfolio companies have an experienced management team. We also
seck to invest in companies that have a strong equity incentive program in place that properly aligns the interests of management
with a Company’s investors,

+ Strong franchises and siustainable comperitive advantages. We seek to invest in companies with proven products and/or services
and strong regional or national operations.

+ Indusiries with positive long-term dynamics. We seek to invest in companies in industries with positive long-term dynamics.

« Companies with exit alternativesfrefinancing. We generally exit from most debt investments through the portfolio company's
repayment of the debt to us or a successful refinancing with another debt provider. We may exit our equity positions by selling the
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the equity back to the portfolio company or to another party if the company undergoes a transaction such as a merger or an
acquisition. We typically assist our portfolio companies in developing and planning refinancing or exit opportunities, including
any sale or merger of our portfolio companies. We may also assist in the structure, timing, execution and transition of the exit
strategy or refinancing.

Except as restricted by the 1940 Act or the Code, we deem all of our investment policies to be non-fundamental, which means that they may
be changed by our board of directors without stockholder approval.

Intensive Credit Analysis/Due Diligence

The process through which our Advisers make an investment decision with respect to a customized financing transaction in the LMM
involves extensive research into the target company, its indusiry, its growth prospects and its ability to withstand adverse conditions. Ifthe
senior investment professional responsible for the transaction determines that an investment opportunity should be pursued, we will engage
in an intensive due diligence process. Though each transaction wit-nvelveinvolves a somewhat different approach, the regular due
diligence steps generally to be undertaken include:

+ Meeting with senior management to understand the business more fully and evaluate the ability of the senior management
+ (ffking management backgrounds and references;

+ Performing a detailed review of financial performance and eamings;

+ Visiting headquarters and other company locations and meeting with management;

+ Contacting customers and vendors to assess both business prospects and industry wide practices;

+ Conducting a competitive analysis, and comparing the issuer to its main competitors;

* Researching industry and financial publications to understand industry wide growth trends;

+  Assessing asset value and the ability of physical infrastructure and information systems to handle anticipated growth; and

+ Investigating legal risks and financial and accounting systems,

For Middle Market investments, a comprehensive credit analysis will- beis conducted and continuously maintained, the results of which are
available for the transaction team to review. Our due diligence process with respeet to Middle Market debt securities is necessarily less
intensive than that followed for customized financings. The issuers in these private debt placements tend to be rated and have placement
agents who accumulate a certain level of due diligence information prior to placing the securities. Moreover, these private placements
generally have much shorter timetables for making investment decisions.

Investments

We anticipate that during our Offering period we will invest in senior secured and second lien debt securities issued by Middle Market
companies and customized direct secured and unsecured loans to and equity securities of LMM companies, Private Loans and Other
Portfolio investments.

While the structure of our investments is likely to vary, we may invest in senior secured debt, senior unsecured debt, subordinated secured
debt, subordinated unsecured debt, mezzanine debt, convertible debt, convertible preferred equity, preferred equity, common equity,
warrants and other instruments, many of which generate current yields. We will make other investments as allowed by the 1940 Act and
consistent with our continued qualification as a RIC. For a discussion of the risks inherent in our portfolio investments, see “Risk Factors
— Risks Relating to Our Business and Structure.”

We will strive to structure our debt investments with the maximum seniority and collateral that we can reasonably obtain while seeking to
achieve our total return target. Qur debt investment will often be collateralized by a first or second lien on the assets of the portfolio
company. We will tailor the terms of our debt investments to the facts and circumstances of the transaction and prospective portfolio
company, negotiating a structure that seeks to protect our rights and manage our risk while creating incentives for the portfolio company to
achieve its business plan. We expect that a substantial source of our return will be cash interest that we will collect on our debt investments.

We expect that the debt we invest in will generally have stated terms of three to seven years. However, we are in no way limited with regard
to the maturity or duration of any debt investment we may make, and we do not have a policy in place with respect to stated maturities of
debt investments. We anticipate that substantially all of the debt investments held in our portfolio will have either a sub-investment grade
rating by a rating agency such as Moody's Investors Service and/or Standard & Poor’s or will not be rated by any rating agency.
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Portfolio Menitoring

Our Advisers employ several methods of evaluating and monitoring the performance and value of our investments, which include the
following:

+ Assessment of success in adhering to the portfolio company’s business plan and compliance with covenants;

* Regular contact with portfolio company management and, if appropriate, the financial or strategic sponsor, to discuss financial
position, requirements and accomplishments;

*  Attendance at and participation in board meetings of the portfolio company; and

* Review of monthly and quarterly financial statements and financial projections for the portfolio company.

AsaBDC, we are required to offer and provide managerial assistance to our portfolio companies. This assistance could involve monitoring
the operations of our portfolio companies, participating in board and management meetings, consulting with and advising officers of
portfolio companies and providing other organizational and financial guidance. Our Advisers or any third-party administrator will make
available such managerial assistance, on our behalf, to our portfolio companies, whether or not they request this assistance. Our Advisers’
business experience makes them gualified to provide such managerial assistance. We may receive fees for these services and will reimburse
our Advisers, or any third-party administrator, for their allocated costs in providing such assistance, subject to periodic review and approval
by our board of directors.

Competition

Our primary competition in providing financing to Middle Market, including LMM, companies includes other BDCs, specialty finance
companies, investment companies, opportunity funds, private equity funds and institutional investors, public and private buyout and other
private equity funds, commercial and investment banks, commercial financing companies, and, to the extent they provide an alternative
form of financing, hedge funds. Many of our competitors are substantially larger and have considerably greater finaneial, technical, and
marketing resources than we do. For example, some competitors may have a lower cost of funds as well as access to funding sources that
are not available to us. In addition, some of our competitors may have higher risk tolerances or different risk assessments, which could
allow them to consider a wider variety of investments and establish more relationships than us. Furthermore, many of our competitors are
not subject to the regulatory restrictions that the 1940 Act imposes on us as a BDC. We use the industry information of our investment
professionals-to-which-we-have-aceess to assess investment risks and determine appropriate pricing for our investments in portfolio
companies. In addition, we believe that our relationships enable us to discover, and compete effectively for, financing opportunities with
attractive Middle Market, including LMM, companies in the industries in which we seek to invest.

Exit Strateies / Refinanci

While we generally exit most investments through the refinancing or repayment of our debt, our Advisers typically assist our LMM
portfolio companies in developing and planning exit opportunities, including any sale or merger of our pertfolio companies. The Advisers
may also assist in the structure, timing, execution and transition of the exit strategy. The refinancing or repayment of Middle Market debt
mvestments typically does not require our assistance due to the additional resources available to these larger, Middle Market companies,

Properties

We do not own any real estate or other physical properties. Currently, the Adviser leases office space in Houston, Texas for its corporate
headquarters, We believe that the office facilities of the Adviser are suitable and adequate for our business as it is contemplated to be
conducted.

Legal Proceedings

Neither we nor our Advisers is currently subject to any material legal proceedings, nor, to our knowledge, is any material legal proceeding
threatened against us or our Advisers, From time to time, we may be a party to certain legal proceedings in the ordinary course of business,
including proceedings relating to the enforcement of our rights under contracts with our portfolio companies. While the outcome of these
legal proceedings cannot be predicted with certainty, we do not expect that these proceedings will have a material effect upon our financial
condition or results,

DETERMINATION OF NET ASSET VALUE
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As a BDC, we are required to determine the NAV of our investment portfolio on a quarterly basis. Securities that are publicly traded are
valued at the midpoint between the bid-ask spread on the valuation date. Securities that are not publicly traded are valued at fair value as
determined in good faith by our board of directors. In connection with that determination, valuations are prepared using relevant inputs,
including indicative dealer quotes, values of like securities, the most recent portfolio company financial statements and forecasts. Qur board
of directors oblains extensive input from our Advisers, as well as valuation analyses from third party valuation services, on which our board
of directors relies in determining the fair value of securities that have no trading market.

We account for our portfolio investments at fair value under the provisions of the ASC 820, ASC 820 defines fair value, establishes a
framework for measuring fair value, establishes a fair value hierarchy based on the quality of inputs used to measure fair value and
enhances disclosure requirements for fair value measurements. ASC 820 requires us to assume that the portfolio investment is to be sold in
the principal market to independent market participants. Market participants are defined as buyers and sellers in the principal market that
are independent, knowledgeable, and willing and able to transact. For those investments in which there is an absence of a principal market,
we incorporate the income approach to estimate the fair value of our portfolio debt investments primarily through the use of a yield to
maturity model,

Additionally, we invest in illiquid securities issued by private LMM companies. Our investments in LMM portfolio companies may be
subject to restrictions on resale and will generally have no established trading market or established markets that are inactive, We determine
in good faith the fair value of our portfolio investments pursuant to a valuation policy adopted by our board of directors in accordance with
the requirements of the 1940 Act and ASC 820. We review external events, including private mergers, sales and acquisitions involving
comparable companies, and include these events in the valuation process. Our valuation policy and process are intended to provide a
consistent basis for determining the fair value of our investment portfolio.

For LMM investments, market quotations are generally not readily available. We use the income approach to value our debt investments.
We determine fair value primarily using a yield to maturity approach that analyzes the discounted cash flows of interest and principal for
the debt security, as set forth in the associated loan agreements, as well as the financial position and credit risk of each of these portfolio
investments. Our estimate of the expected repayment date of a debt security is generally the legal repayment date of the instrument, as we
generally intend to hold our loans to repayment. The yield-te-paturity Yield Maturity analysis considers changes in leverage levels, credit
the fair value for that security. However, it is our position that assuming a borrower is outperforming underwriting expectations and because
these respective investments do not contain prepayment penalties, the borrower would most likely prepay or refinance the borrowing at a
lower rate. Therefore, we do not believe that a market participant would pay a premium for the investment. Also, because of our general
intent to hold loans to repayment, we generally do not believe that the fair value of the investment should be adjusted in excess of the face
amount, However, adjustments to investment values will be made for declines in fair value due to market changes or credit deterioration.

We currently invest a substantial portion of our available capital in Middle Market investments that are generally larger in size than LMM
investments. Middle Market investments generally have established markets that are not active; however, market quotations are generally
readily available. For these Middle Market investments, we primarily use observable inputs, such as third party quotes or other independent
pricing of identical or similar assets in non-active markets, to determine the fair value of those investments,

Due to the inherent uncertainty in the valuation process, our estimate of fair value may differ materially from the values that would have
been used had a ready market for the securities existed. In addition, changes in the market environment, portfolio company performance
and other events that may oeccur over the lives of the investments may cause the gains or losses ultimately realized on these investments to
be materially different than the valuations currently assigned. We estimate the fair value of each individual investment and record changes
in fair value as unrealized appreciation or depreciation in the consolidated Statements of Operations.

Determinations in Connection With Offerings

Since our initial closing under the Initial Offering through January 45:14, 2015, we sold our shares of common stock on a continuous basis
at an offering price of $10.00 per share. To the extent that our NAV per share increases, we will sell our shares of common stock at a price
necessary to ensure that shares of common stock are not sold at a price per share, after deduction of selling commissions and Dealer
Manager fees, that is below our NAV per share as determined within 48 hours prior to the date of each closing. In the event of a material
decline in our NAV per share which we deem to be non-temporary t-eueBAV-pershare-that results in a deerease-ef2.5% or merehigher
decrease of our NAVY per share below our then-current net offering price, and subject to certain conditions, we will reduce our offering price

accordingly.

The following table summarizes adjustments we have made to our per share public offering price and the closing date on which such
adjustments were effective.
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First Effective Closing Datel™) Per Share Public Offering Price

June 4, 2012 5 10.00
Janwary 15, 2015 5 9.75
May 7, 2015 3 9.90
Ociober 8§, 2015 & 9.70
November 12, 2015 5 9.55
January 21, 2016 5 .80
February 4, 2016 3 860
Ecbruary 18,2016 & 8.50
March 24, 2016 3 860
April 21, 2016 3 870
May 5,2016 5 £.30
July 28,2016 :1 £90

(1) On January 1, 2006, we adjusted our per share offering price o $9.00 per share for shares issued pursuant to our distribution reinvestment plan,
PORTFOLIO COMPANIES

As of September 30,2045 March 31, 2016, our investment portfolio consisted of investment interests in He121 portfolio companies, fora
total value of $876.7857.8 million, excluding our short term investments, Our total portfolio's investment composition (including our Other
Portfolio investments) is comprised of 86-878.4% first lien debt securities, +6-516.2% second lien debt securities, with the remainder in
unsecured debt investments and equity investments. We generally invest in floating rate debt instruments, meaning that the interest rate
payable on such instrument resets periodically based upon changes in a specified interest rate index, typically the one-month LIBOR, which
(at cost) contained floating interest rates, though a majority of the investments with floating interest rates are subject to contractual
minimum base interest rates between 100 and 150 basis points,

We intend to continue to add securities to our portfolio as our Offering progresses. The following table reflects our investment portfolio as

of September-30:2045-March 31, 2016.

Percenlag  gmiortized
Nuture of Principal e ol Uliss Cosl of Fair Volue of
Bassiness

Nume and Address of Portfoliec Company Title of Sccurities Held by Us Held Invesiment'"'  Investment Maturity Dute

(dollars in thousands)
Control Investments
GRT Rubber Technologics, LLC Engincered Rubber Prodset  LIBOR Mus 9.00% (Floor — 7 6,130 7 6,848  December 19, 2009
201 Darsa Drive Manufacturer 1.00%%), Current Coupon 1000, : :
Paragoull, AR 72450 Secured Db L L
n n
Member Units (2896 shares) 28.06% 6,435 BAS3E R0
HERI50T1 423615728
Sub- " s § 1433013171 § 1433615128
Affilinte Investments
AFG Capital Group, LLOC Provider of Rent-1o-Chvn 110055 Seeured Debt -— ;.]g 3 aﬂl Novemnber 7, 2009
PA). Box 726 Financing Solutions and [ P
Grandview, TX TH030 Services L L
Member Units (46 shares) 441% 30 425545
Warrants. { 10 equivalent shares) 0% 65 2132
23843 A0 4435878
Inyestment Parnership 2% 2808 2808
Investment Pantnceship 6.9% 3,564 3,564
HWEHW Temps, LLC Temporary $tafling Solutions  LIBOR Plus 9.50% (Floor -— 2ek2F2433 T2 433 July 2, 2020
32 Norfolk Avenue 1.004%), Current Coupon 10507,
Souih Easton, Massachuselts 02375 Secured Deba
Prelermed Member Unals (200 LU Db L] 234
shares)
S ALY FH33,671
M.H. Corbin, LLC Manufacturer and Distributor — 1000% Secured Debt = 34633425 24633425 August 31, 2020
#3153 Rousch Drive of Traffic Safety Products

Main Ciry. OH 43064
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Nature of Principal
Name and Address of Parifolie Company Pusines
sties and Distribation
SI?MM Tumpike ﬂkm Provider for
South Glastonbury, Connecticut 06073 Volume Mailers
SollTouch Medical Holdings LLC Home Provider of Pediatric
1800 Plains Ind Plewy NE, $te 1224 Durable Medical Equipment
Marictin, LS
Sub-Todal Alfiliate Investments

Allflex. Holdings 111 Inc.
10 B 612

DFW Airpost, TX 75261
AmeriTech College ions, LLC For-Profit Nursing and
Inﬁalrl?_!si.m D, Suite 108 Healtheare College

AMF Bowling Centers, Inc, Bowling A

222W, ddih e
HNew York, NY 10036

APGMNJI LLC Develaper, Manufacmrer, and
GOS80 1 Earhan Couri Upuunomrﬁnmuuumnu
Las Viegas, NV 89119

A Inc.
1 ssmmmcumw«.smm
Atlanta, GA 303

Arcus Hunti

14161 Ll.hﬂlﬁnﬂ Drlvc.'l:.lnll
Cavington, GiA 30014

Artel. LLC

1983 Preston White Drive
Reston, VA 20191

ATX Networks Corp (5)
1-301 Clements

A, O L1S THY

BarFly Ventures, LLC

11 Avenue SW, Suite 200
Girandl Rapads, M1 49503

Percentiag  Amortized
el Class Cast of Fair Value of
Tithe of Securities Held by Us Held  Dovestment™  Investment Maturity Date
Preferred Member Units {1,000 10.00% 1500 1500
R "
40654825 LBES4025
12.00% Seeured Debt i 22052302 ZI2I62 Augusi 135, 2019
Common Stock (1 468 shares)  14681387% 680 L8
HHHLIED LTI
LIBDRMLHOM‘!G Floar - bk bk October Mk 1, 2019
1.002%), Current Cmtlpw 00, M W
Memher Units (95785 shares) $827.99% #70 832,320
b S U

§ FTOAEMASS § 182932208

LIBOR HLI'!

iR

E.IBORI‘IMTMCLEFIMEM
004), Current Coupon 8.
Secured Dbt

10e% Secured Deba -

LIBOR, Plus 6,25% (Floor
I.mg&mlmwl T.25%,

LIBOR, Plus 8,25% (Floor -
I.m},g&mlmwl&mﬁ.

LIBOR Plus 4.25% (Floor
1 %El‘!m(:wpu 3.25%,

LIBDR Plus 7.00% (Floor Y
1.008%), Current Coupon 8 00%,
Secured Dieha
LIBOR Plus
um},mo.nu
Dbt

E.IIIOR Plus ﬁm&:ﬂ{l“hn; —
004), Current Coupon 7.00%,
Secured Dbt

iFloor —

12.00r%% Secured Debt -

Warrants (364 equivalent shares)

374404.343 July 19, 2021

438375 388375 January 31, 2020

F3E0913744  FEERI3605 Seplember I8, 2021

RHBLL266  HRMI0,581  December 21, 2020

43604206 Febrary 26, 2020

53275850 53275915 Mowember 13, 2019

440203,19% 862,786 Movember 27, 2017

HATIAEIT  HRRR14TH0 June 11, 2021

FHGLI0 RMEL234 August 30, 2020
158 15580

ﬁﬂllm Inc ChasterAirline
Bﬁ? Serrieent Servi
Mmaﬂmmﬁ Operator

1 2.00% Comrent /| 1.75% PIK —
Secured Deba

Commaon Siock (138 shares)
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Percentag  Amortized
Noture of Principal el Uluss Caost of Fair Volue of
Name and Address of Porilolie Company Business Title of Securities Held by Us Held Investment”  Investment Maturity Date
hetBELABT FABSLALT
Bioventus, LLC Production of Onbopedic LIBOR Plus 1H000% (Floor — a2, 80 0, 805 April 10, 2020
4721 Emperor Boulevand, Suite 100 Healing Products 1.00%%), Current Coupon | 1.00%,
Dusrham, NC 27703 Secured Dieba
Blackbeush Oil and Gas LP Ol & Gas Explosation LIBOR Plus 6.50% (Floor —  HHLGET  HE2R0 356 July 30, 2021
15615 Tuscany Stows 1.00%%), Current Coupon 7.50%,
Bam Amonss, TX TE25E Secured Db
Blackhawk Specialiy Tools LLC Oilfield Equipment & LIBOR Plus 3.25% (Floar - EARTS16 EAA05.9 14 Augast 1, 2009
11936 Brinmoore Park Dr. Services 1.25%), Current Coupon 6.50%,
Houston, TX 7T Secured Db
Blue Bird Bady Com| School Bus Manufaeturer LIBOR Plus 5.50% (Floor — FATR4930 4274940 June 26, 2020
402 Blue Bird Bouleva 1.00%%), Currvm:(‘dupnn 6, 50%,
Fort Valley, GA 31030 Secured Dl
uestem Brands, Ine. (3) Multi-Channel Retailer of LIBOR Plus 7.30% (Floor —  HSERI4043 62412777 Movember 6, 2020
6509 Flying Cloud Drive General Merehandise 1.00%%), Current Coupon 8.30%,
Eden Pmm: MN 55344 Secured Dbt
hiwood Capital Fund 11 LP {5} Investment Parinership LF Interests {Brightwood Capital BTG 3815 AR330663
IS-EJ Broadway, Xird Floor Fund 111, LF)
New York, NY 10036
Brundage-Bone Conerete Pumping, Inc. Constnection Services 10.38% Seewred Bond —  HRR12090 803002000  Sepiember |, 2021
6461 Downing S, Provider
Dienwver, CO 80229
Buea C, LI RestmsanisCasual Restaurant  LIBOR, Plus 7.25% (Floor MriSa16.722 68417020 June 30, 2020
AT Mlllcnla Boulevard, Suite 400 Group (005, Current Coupon 8.25%,
Orlando, FL 32839 Secured Deba
Preferred Member Unils (4 units) 440 2400 003,846
08319122 808420, 866
CAl Software, LLC Provider of Specialized 12.00% Secured Debi - L1061 i 083 October 10, 201%
36 Thurber Boulev Enterprise Resource Planning
Smithfick, RIMOI? Software
Member Units (16,339 shares) 3% 163 HHuRE3
HA781224 H4221A410
) Holding Company-£54 Ol and Gias Equipmentand  LIBOR. Flus 5.50% (Floor - 4015212 42082 643 March 24, 2020
3590 R ke Services 10025}, Curmnenl Coupon 6,50%,
Houston, TX 77042 Secured Db
Business Lender 13.00% Sceurcd Debt = 2012 2073 Mareh 25, 2021
Warrants, (4K equivalent shares) - 300 0
2312 2373
Cen Leaming Acquisitions, Inc. Prowider of Educational Pramt LIBOR Mus 6.00% [Floor - 258493 b 2SN March 31, 2020
20 Chamnel Center Street znd Ili;iqnl Serviges 1.007%), Current Coupaon 7.00%,,
Baosion, MA 02210 Secured Deba
Cenven Corporalion Prowider of Commercial 6,000 Secured Bond - Eas e R H ET2TS Auguast 1, 2009
230 15t Stambord Mace Printing, Envelopes, Labels,
Stamford, CT 6902 Printed Office Products
Charbotle Russe, g, Fas-Fashion Retailer to LIBOR Plus 5.50% (Floor - 4537 14,508 25935025 May 22, 2009
575 Florida Street Young Women 1.259%), Current Coupin 6.75%,
San Francisco, CA 94010 Secured Debd
Clarius BIGS, LLC Primts & Advenising Film 15.00% PIK Sceancd Debt —_ 23032171 29 January $, 2003
311 N Robenson Bivd Financing
Beverly Hills, CA %0211
20000%: PIK Seeured Debt — #3a785 223104 Jamuary 8, 2015
4402956 #2303
Compuware Corpomtion Provider of Saftware and LIBOR Plus 5,25% (Floar — bOFEI4ALT 508314335 December 15, 2009
Oine Campus Martius Supporting Services 1,005}, Current Coupon 6,25%,
Detroit, MI 48216 Secured Deba
Covenanl Surgical Pariners, Inc, Ambulatory Surgical Cemters 8.75% Secured Debe - . 500b O 5240, 1.0 Augus 1, 20010
401 Commerce Sinest Suile G
MNashwille, TN 37219
CROGT, Ine. Provider of Costom Soflware LIBOR Mus 6.50% (Floor - LR 34E  B22400,52]1  December 18, 2020
11921 Freedom Drive, Suite 1000 Develapment 1.0}, Curnent Coupon 7, 50%,
Rgston, VA 20190 Secured Debe
CET Industries, Inc. Storage Tank Manufiacturer LIBOR Mus 6.25% (Floor — a1 871 2074 R5T May 22, 20017
9701 Renner Boulevard - Sune 150 1.508%), Curnent Coupon 7,75%,
Lenexn, Kansas 66219 Secured Dbt
Diatzcom, LLC Technology and 5,2556(5,25%% PIK, Curnent = 2251226 251,144 May 30, 2019
10 Enterprise Boulevand Telecommunications Provider  Coupon 10,5095 Secured Debt
Lafayeite, Louisiany 70506
Preferred Member Units 280 +2i131 261346
(s |, 530 unids)
Paefermed Member Units (717 L37% L) (ST
unitsh
20242007 8] 701
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Percentag  Amortized
Nature of Principal el Cluss Cost of Fair Valse of
Name and Address of Porilolie Company Business Title of Securities Held by Us Held Investment”  Investment Maturity Date
Digital River, Inc, Provider of Outsourced ¢- LI[!EIR Plus 6,50% (Floar = A4 BS4312  February 12, 2021
10350 Bren Road West Commence Solal and o}\.(‘l.lmm('wpnn'.l'm
Minnetonka, MM 35343 Services S:rulrd
East West ('oxo\l A& Rubber. LLC Manufacturer of Symthetic 12.00% Secured Db — 3450330 TA4EL330  Ociober 17, 2019
5853 Beenie Rubbers
Baton Roage, LA, ans-zu.u
Warrants ( 455820617,607 403 45% 1] K]
equivalent shares)
3350340 3850350
ECP-PFct-Opestions Holdings Groups. Ine. Fimess Club Operatos LIBOR Plus 9.00% (Floor — R KLY HHA0] 832 Movember 26, 2019
35 (O0d Tavern Bd 1.00°%), Current Coupaon 100075,
Ornng,e CT 06477-3450 Secured Dieba
& Explortion Partners, LLC Onl & Gas Explomation and LIBOR, phas 6.75% (Floor - EFATHOIE F#57L1T1 January 22, 2009
mu miorion $1, Suite 1 700 Production 11,0085}, Current Coupon 7,75%,
Fort Worth, TX 76102 Secured Deba
= 396 607 Scpiember 7, 2016
924 LI78
v Skills Lux S4rl, (dib/a Skillsofi) (53 Technology-Based LIBOR Plus 8,25% (Floar = HE6TI0.356 BAFRS, 171 April 28, 2022
107 Northeastern Blvd, Performance Support 10074, Current Coupon 9,25%,
Nashua, NH 03062 Solusions Secured Diebd
Extreme Reach, Ing. Integrated TV and Video LIBOR Plus 5.75% (Floor — B, 542 B, ST February 7, 2020
75 2nd Averie, Suite 7200 Adventising Platform 1,007}, Current Coupon 6,75%,
HNeedham., MA 02494 Secured Deba
Flavors Hobdings, lnc, Global Provider of Flavoring  LIBOR. Plus 5.75% (Floor —  B2WILGIT  SH2LLA4E April 3, 2020
30} Jeflerson 50 and Sweetening Products and  1.008%), Current Coupon 6,75%,
Camden, NJ 08104 Solutions Secured Deba
Fram CGroup Holdings, nc. Manufacturer of Aulomotive  LIBOR Mus S4805,50% (Floor _— FLIY FHEFT IR0 July 29, 207
30 (0d Ridgebury Road Maintenance Products 1.504%), Current Coupon
Danbury, CT (6510 507, %, Secured Debi
LB S R L AT 350 350
GET Aureleather, [ne. Automotive Leather LIBOR Plus 5.30% (Floor — GEERILLT0Z  9R2] 1430 Jully 10, 2020
20 Ok Hollow Dr Suite 300 Manufacturer 1.004%), Current Coupon 6.50%,
Southficht, M1 48033 Secured Deba
Guerdon Modular Holdings, Inc. Mudti-Family and Commercial +H-6013.00% Secured Delu - AL 540 4442575 August 13, 2019
5556 Federal Way Maodular Construction
Baise, ldaho 83716 Compiany
235 235 August13, 2019
Cﬂmn Stock (4264235,008 4255 T 302
2943 530 4023102
Giuitar Center, Inc. Musical Instruments Retxiler  6.5006 Secured Bond - FE03SIIETY 4R350 Aprl 15, 2000
5795 Lindero Canyon Fd,
Westlake Village, U\ 91362
Haleon Resources O ralion-§5 hl & Gas Exploration & 9.75% Unsceured Bond - 24452645 620533 July 15, 20200
1000 Lowisiana S1., Suite 6700 Production
Huuston, TX 77002
Hojeij Branded Foods, Inc Multi Airport, Mulli-Concept  LIBOR Plus 6.50% (Floor — 52945425 52945408 July 28, 2021
The Exchange, Suite 200 Restaurant Operator 1.002%), Curnent Coupon 7.50%,
Atlania, GA 30339 Secured Dbt
Huorizon Global Corporation3 Ao Pans Manufacturer LIBOR Mus 6008 (Floor — 212300 2043 June 30, 2021
I0S00 Woiod ward Ave, Suile 1K) 1.00%%), Curnent Coupon 7.00%,
Bloomficld Hills, MI 48204 Secured Deba
Hunter Defense Technologies, lnc. Prowider of Military and LIBOR PMlus 5347 (PG (Floor — HHAS 10400 iR 628 August 5, 20010
I0500 Aurea Road, Suile 100 Commercial Shelers and 1.00%%), Current Coupon
Bobon, O 44139 Lystems B A08, NR%, Secured Deba—Base
w&nﬁ- d = 1342 2342 February 24,2019
14% kL 369
L L
1CON Health and Fitness, Ing. Procucer of Fitness Products  11.88% Secured Bond 1322714203 1300412975 Okctoher 15, 2006
1500 South 1000 Wesy
Logan, UT 84321
ilEnergizer Limited (5) Provider of Business LIBOR Plus 6,00% (Floor dd5Ed, 150 deh333,635 May 1, 2019
Mount Crevelt House, l!ulwcr:‘-\mw Chatsourcing Solations 1,25%), Current Coupan 7.25%,
. Sampson, Guernsey GY2 41 Secured Deba
Indivior Finance, LLC (5) Specinbiy Pharmacewtical LIBOR Plus 6,00% (Floor - GAR4E 907 BAHIE93E  December 19, 2009
10710 Midlothian Turmpike, Suile 430 Company Treating Opioid 1,00°%), Current Coupon 7.00%,
Richmond, VA 23235 Dependence Secured Debd

111




Percentiag  Amortized

MNoture of Principal el Class Caost of Fair Value ol
Name and Address of Porifolic Company Husiness Titke of Securities Held by Us Held Investment'""  Investment Maturity Date
Steel Drum Reconditioner = 4,920 4920  December 31, 2018
7|’T"'u""'||"'ﬂ
Inm of the Mowntain Gads Resort and Casing Hotel & Casino Owner & 9.25% Secured Bond —  HS4300.558 QLaI8.043  Movember 30, 2020
287 Camrizo Caryon Rosd Operator
Mescalero, New Mexieo 82340
Intenain Group Limited (5) Busincss-to-Consamer Online  LIBOR Plus 6,50% (Floor — HARDIW M08 April & 2022
24 Dancan Street, 2nd Floor Gaming Operator 1.00%%), Current Coupon 7.50%,
Toronio, ON M3V 288 Secured Deba
iPayment, Ine. Provider of Merchant LIBOR, Plus 5,25% (Floor — AS9E0 BRI 45 Moy & 2017
1240 East 36th Strect Acquisition 1.500%), Curment Coupon 6.75%,
New York, NY 10022 Secured Deba
iCor US Ing Business Ptocm()umwr\:lns Lll'!ClR Plus 5.00%% (Floor — TR LI30 26,410 April 1, 2021
235 Madls-orl Avenue, 271h Floor Services Provider (R%), Curment Coupon 6,00%,
HNew York, NY 100017 Sﬂ:urcd Deba
Busingssd ing-5oh LB Rl 70 (b
I MR el e K,
B e R T e taenctian el — L= L bt b e
IrontGate Energy Services, LLC il and Gias Services TE00%: Secured Bord o 5828 A0 T0R July 1, 2018
19504 Siate Highway 249, Suite 60
Houston, TX 77070
Jackmont Hospitality, Inc. Famiidy e -FLHE LIBOR Plus 4.25% (Floar - EAURE RO 3958 520 May 26, 2021
1760 Peachires Sireet, Suile 200 Franchisee of Casual Dining  1,00%%) 2.50% PIK , Current
Atlanta, GA 30300 B 3 Coupon 7.73%, Secured Debt
Juserms Healtheare, LLEC Manufacturer and Distributor  LIBOR Mus 5.00% (Floar - Al 352 Al 362 May 9, 2020
S Joems Dy, of Healih Care Equipment & 10095}, Current Coupon 6,005,
Stgvens Paint, W1 54481 Supplies Secured Dicht
Distrik £ Landseant LR 08 L
AW b -Hindee Parkwags Stive-1 70 Buppies R Carment-Capin S48,
Abpliareddin G A- 2R Bewred Pl — RS U] UL Pl LT
155 Holdings, Inc. Adrcraft Maintenance Program - LIBOR Plus 6.50% (Floor - H2B060 4320813662 August 31, 2021
180 Morh Stetson, 291h Floor Prowvider 1.00E4), Curnent Coupon 7. 50%,
Chicago, 11 6601 Secured Dbt
Kellermeyer Bergensons Services, LLC Outsourced Janilorial Services  LIBOR Plus 5.50% (Floar - AR50 443965 Aprl 20, 2022
3605 Oocan Ranch Blvd. 10 Retail Grocery Customers 1,002%), Current Coupon 9.50%,
Ogeanside, CA 92056 Secured Dbt
Kendra Seo, LLC Jewelry Retail Stores LIBOR PMus 6.00% (Floor — L 654 QLGan 726 July 17, 2020
1400 South Congress Avenue, Suite A-170 1.002%), Curnent Coupon 7.00%,
Austin, TX 78704 Secured Dbt
Keypoint Govermment Solutions, Ine. Pre-Ensployment Sereening  LIBOR Plus 6.530% (Floor — 2092 938 241935 November 13, 2017
1750 Fonrrail Drive Suite 120 Services 1.25%), Current Coupon 7.75%,
Loweland, D0 80538 Secured Db
LaMi Produets, LLC Giencral Merehandise PrimeLIBOR Plus 386 50% — AA47010,534 AAT0TI5  Sepremsber 16, 2020
260 Welsh Road Dastribution (Floos 525100, Curent
Humtingdon Valley, PA 19006 Coupan 8357500, Secunad Debt
Larchmoat Resourees, LLC Ol & Gas Explosation & LIBOR. Plus 3:258,75% (Floar — HIHILES6  HL3096.086 August 7, 2019
301 NW 63nd Strect Suite 600 Production 1.00%), Current Coupon
Oklaboma City, OK 73116 #-259,75%%, Secured Deb
Legendary Piciures Fundi%l.(‘ Producer of TV, Film, and ~ LIBOR Plus 6.00% (Floar - AT 31360 April 22, 2020
200 West Alameda Ave. Floor 15 Comic Content 1.00%%), Current Coupon T.00%,
Burbank, CA 91505 Secured Dieba
L) Host Merger Sub, Inc. Managed Services and LIBOR Plus 4.75% (Floor — SA435041 SA5003  December 13, 2009
% Sound Shore Drive {Suite 303) Hosting Provider 1.25%), Current Coupon 6.00%,
Gircenwich, CT 06830 Secured Deba
. mine LEBCR- it 502 (Eh
W Secured-Debd - 33 ] B9 2008
MediMedia USA, Inc. Provider of Healtheare Media LIBUR Plus 6.75% (Floar —  MSMILE2Y  HAR11636  November 20, 2018
780 Township Line Road and Marketing 1.25¢ }\.l.’.‘umm('oupnn &00%,
Yardley, PA 19067 Seeured Del
Milk Specialiies Campany Processor of Nurition LIBOR. Plus H—S'J' % (Floor - SH34267  SA6S4311  November 9, 2018
7500 Flying Cloud Dnve Suite 500 Products 1.25%), Current C w&;
Eden Praine, MN 553 TR 2304, Sec
Minute Key. Inc, Operator of Awtonaied Key F000.00% Carrend / 2200% PIK - 24243743 T:4343,743  Seplember 19, 20019
AT60 Walrun Street, Suite 105 Daplication Kiosks Secured Debi—Bate
Baoulder, 0 20501
Warrnnts (359,352 equivalent 0.50% T ™
shares)
2443813 TAM3EL
Mood Media Corporation {5) Prowvider of Elecironic LIBOR Mlus 6.00% (Floor — R IA 918 HAhREIIORT May 1, 2009
1703 W Sth St Suite 600 Equipment 1.00%), Current Coupon T.00%,
Autin, TX 78703 Secured Deba
Al Coaaah-lnds S | L 1 B LY Lol 1 HBQM"H‘HM
b 4 bbdvns S Lt o it TR ek
Bres-Plainsesc -0 Bebt —_ ERUE WA Seplensher 16, 06
Mew Media Holdings 11 LLC (5) Local Mewspaper Operator LIBOR Mus 6.25% (Floor —  HRal4660  BEHI4AM June 34, 2020
1345 Avenue of the Americas [ 46th Moo 1.00%), Current Coupon 7.25%,
Mew York, New York 10105 Secured Dieba
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Percentiag  Amortized
Nature of Principal el Class Cast Fair Valae of
Name and Address of Portfolioc Campany Business Tithe of Securities Held by Us Held Investment"  Investment Maturity Date
Crans Service Provider = 818 BL3  Movember 27, 2020
MNorh Adlantic Trding Company, Inc, Mlarketer Thstribulor of LIBOR Plus 6,50% (Floar = HHMERI0993 M-S0 10.8TY Jamuary 13, 2020
5201 Imerchange Wa Tobacco I 25% }\.(‘umm Coupon 7.75%,
Louisville, KY 2022
Novilex Acquisition, LLC Provider of Dosument LIBOR Plus 6,25% (Floor = HeMEIL324 0518 July 7, 2020
1 Elmeroft Road Management Services 1.25%), Current Coupon
Siamford, CT (6926 FAT.50%, Securcd Debi
Pamolam [ndustries Intemational, Ine, Decorative Laminate LII!DR Plus 6.25% (Floor - Febh 1238 FASTIILG August 23, 2017
WP Dirive Manafacturer 25%%), Current Coupon 7.50%,
Shelion, CT (4484 Sﬂ:urcd Diebi
Paris Presents-bwompombed, g, Branded Cosmetic and Bath  PrimeLIBOR Plus 72358.25% - Tl T 360 FHMTIZ0  December 31, 2021
3800 Swanson Cr, Arcessorics (Floor 32500, Curment
Gumee, [L 60031 Em:pcm 10:5409,25%, Secured
Parg Holdings, LI*{5) Hotel and Casing Operator LIIl[lR Mus 7.50% (Floor —_— FHBI2350  dHMLLTIY  Deceniber 17, 2020
503 Burrard Strect Suite 700 1,00°%), Current Coupon £ 50%,
Varcouver, British Columbia ¥7X |58 Secured Debd
Permian Holdings, Inc Slorage Tank Manufacturer 10.50%: Secured Bord — S5T FH2H2A10 January 15, 2008
2701 West Intersime 20
Odessa, TX 79766
Pemin Thet tical Holdings, Inc.454 Pharmsccutical Royalty - 12.00% Secured Boed —_ RN F5542,.906 Auguast 1, 2020
10 Marth Place, Suite 201 Anti-Migmineg
Mormistown, NI OTH0
ATAE Murhat Sirest FRE e Caeren 4 i T8
Fhirldelplein. PA 18103 Seouned-Teld - BH03 B3 Febmsary 252020
Pike Comporation Construction ond Maintenance  LIBOR Plus 8,50% (Floor = MLETRLB045 00313273 Jung 22, 2022
1) Pike Way Services for Electric 100256}, Curment Coupon 9,50%,
Mount Airy, NC 27030 Transmission and [Hstribution  Secured Deba
Infeastmicturne
Palycongept Financial BV, Promational Products io LIBOR Plus 4,75% (Floor - BR055,304 SRS 240 June 28, 2009
40 Hunt Valley Road Corporations and Consumers I 25% }\.l.’.‘umm('wpnn 6,00,
HNew Kensington, PA 13068
Premier Dental Services, Inc, Dienial Care Services LIBOR Plus &0606,50% (Floor s 45454.452 43224081 November 1, 2018
530 Sauth Main Strece 1.0024), Current Coupon
Orange, CA 92868 6007 50%, Secured Debi
Prowler Acquisition Corpomtion Specinlty Disiabuator b the LII!OR Plus 4.50% (Floor - ebibbg, 182 A, 58S January 28, 2020
1010 Lamar, Swite 1320 Energy Sector 1.0004), L"um.'m Coupon 3 50%,
Houston, TX 77002 Secured De
Raley’s, Ing. Family-Cramed Supermarket ] THOR Plus 6.25% (Floor - FA4937 FebSR50016 May 18, 2022
500 West Capitol Avenue Chain in Califormin 1,007%), Current Coupon 7.25%,
West Sacramento, CA 95605 Secured Debd
RCHP, Inc. Region Mon-Urban Hospital LIIl[lR Plus 9:3000.25% (Floor - FocAHI4T00  FS4)15,223 Okctober 23, 2009
1013 Cantinental Place, Suite 200 /(hperator 1,0025), Current Coupon
Brentwood, T™ 37027 500 1.23%. Secured Debi
i;i“““ 'H”H'ME ovand-Suile-300 “F ""““‘I . "'l'“'-';"". 'Ml e . HAOG-R- G d-Debi
Heverly Hille A S0 - 534 925 Whay30-200H5
Renaissance Lesming, Ine. Teeh ~based K-12 LIBCIR Plus 7.00% (Floor —  2AR0J2506 2eBs)] 838 April 11, 2022
2011 Peach Street. PO Box 8036 leaming solutions 0%}, Curment Coupon 8.00%,
Wisconsin Raphds, W 54405 S&‘t‘Lthd Dt
RGL Reservair Operations, Inc, (5} Onl & Cias Equipment & LIBOR Plus 5,00% (Floor - A3, E44 bARA 005 August 13, 2021
T34 Tth Avenue W Suite 1600 Services 1007253, Current Coupon 6.00%,
Calgary, Albena, Canada T2P 3P& Secured Del
RLJ Entertninment, Ing, Mowvie and TV P mming  FrimeLIBOR Plus £ 75% (Floor = TH947,791 FRMTILG  September 11, 2009
E5 13 Georgia Avenue, Suile 630 Licensee and Distribator -25%), Current Coupon
Silver Spring. MD 20000 9000, 37%, Secured Debt
: I T 01% i 2
= 284 200
29
e Awinmodive Inberiors. Ine Automoiive Textiles LIBOR Plus 5.00% (Floor — 4054058 40634950 Oetober 8, 2021
3 Rescarch Dr., Suite 300 Manufacturer 1.00%%), Current Coupon 9.00%,
Greenville, SC 29607 Secured Deba
Salient Pastners, LI Provider of Asset LIBOR Plus b—ﬂﬂﬁm iFloor - F2637237 TANET, 148 Jume 9, 2021
4365 San Felipe, $th Floor Management Services 1.0025), Current Ci wm
Houston, TX 77027 GLOGT ARG, Sec
Sorenson Communications, Ine, Manufaciurer of 9,007% Secured Bond — BTG HRI065 Oktoher 31, 2020
4192 South Riverboat Road Communication Products for
Salt Lake Ciry, Utah 84123 Hearing Impaired
Satera Defense Solutions, In, Diefense Industry Intelligence  LIBOR Plus 7.50% (Floar = FAMRI IS0 Aedibhd, 182 Apnl 21, 207
2121 Cooperative Way Soite 400 Services 1. 50°%), Current Coupon 9,00%,
Hemdon, VA 20171 Secured Dbt
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Percentiag  Amortized

Nature of Principal el Cluss Cost of Fair Valse of
Nume and Address of Portfolie Company Bamsiness Titke of Securities Held by Us Held Invesiment'"'  Investment Maturity Dute
Stardust Finance Holdings, Inc, Manufaciurer of Diversified  LIBOR Plus 5.50% (Floor TR AT AT A6 March 13, 2022
300 East John Carpenter Freeway Building Products 1.00%%), Current Coupon 6.50%,
lrving, TX 75062 Secured Deba
LIBOR Plus 9.50% (Floor - 4Takd 12 40604 875 Manch 13, 2023
1.00%%), Curment Coupon 10.50%%,
Secured Dbt
F 966,832 4351331
MH.H‘W p— m m mm
5 Infrastructure Company, Inc, Wasle Managemenl Services  LIBOR Plus 5.25% (Floor —_ H22 684 72,298 August 22, 2020
w:l‘liunu Coun Suite 100 1.004%), Current Coupon 6.25%,
Baltimore, MDD 21220 Secured Debt
W = 8198 KI5 January 3, 2023
Febebivam Tcloguam Huldn'lgs. LLC Cable and Telecom Services  LIBOR Plus 7.50% (Floor — ERCEERI 1) 8032 9TH June 10, 201%
624 North Marmne Coeps D Prowvider 1.259), Current Coupon 8.75%,
annunmg.ﬁulm 26913 Secured Debd
Tcmjpla: Encrgy Ol & Gas Explosation & LIBOR Plus 7.30% (Floor — E ] +363338  November 23, 2020
472 Gnlll:l.rdn I‘ark'way Suite 200 Production 1.004%), Current Coupon 8.530%,,
Oklabima City, OK 73142 Secured Db
Tervita Corporation (5) Ol and Gias Environmental — LIBOR Plus $.00% (Floor - 24| O0R Fag47 May 135, 201&
S0, 14010k Avenue SE Lervices 1.235%), Current Coupon 6.25%,
Calgary, Alberia T20G 0R1 Secured Dbt
The Topps Com 3.' e, Trading Cards & LIBOR Plus 6.00% (Floor - W72 i) Oetaber 2, 2018
O Whitewall Confectionary 1.25%%), Current Coupon 7.25%,
Mew York, NY |cm-1- Secured Del
TOMS Shoes, LLC Global Designer, Distributor,  LIBOR Plus 3.50% (Floor — 45404533 4525261 Ohctober 50, 2020
2404 Jandy Flace and Retailer of Casual 1.00%%), Current Coupon 6.530%,,
Los Angeles, CA 90066 Foalwear Secured Dbt
Travel Leaders Growp., LLC Travel Ageney Network LIBOR Plus 6.00% (Floor —  HAMGS04  HLER316.631 December 5.7,
3033 Campus Drive Suite W3i20 Provider 1.004%), Current Coupon T.00%, AN
Plymouth, MN 55441 Secured Deba
= 2647 2047 Echoury L2019
046% 313 313
2360 2360
USJ-IMECT Holdmgn ‘ompany, LLC Marine Inierior Design and ~ LIBOR Plus 6.00% (Floor — TROTTRIG FR097.730 April 16, 2020
5690 Three Motched Rd, Suite Installstion 1.00%%), Current Coupon T.00%,
Crozet, VA 22032 Secured Db
lmmn:ee—!ﬂwulegy\"aliq Healtheare Group, LLC  Osipatient-Radiation O—WR-L[BDR Plas 12. “1}% {Floor = HAELEE0  RARED 550 ]
0 W. Broadway Bd., Wﬁm U"U], (.um:m Cnupon D, 2 December 10,
Swe-}uﬂ-l 1z o ConsersProvider of Dursble  Secured 2020
Vision Solutions, Inc, LIBOR Plus +:306.00% (Floor - HHELLEG AL 1M July 23, 2006
15300 Barranca I‘arkway I.W'o}u(‘umnt(‘w%
Irvine, CA 92618 BT ARG, Secured
LIBOR Plus 8.00% (Floor —» &HE8T2 HAAG00 July 23, 2017
1.507%), Current Coupaon 9.50%,
Secured Deba

2:HR02 058 24931 953

= a684 4681 March 1, 2022
8 Prowvider of Online Software-  10050% Secured Debt — BB 3T0,H95 B #3T0,595 January 24, 2020
15835 Kramer Ln S»!v::‘-lﬂﬂ as-n-Service eCommeree
Austin, TN TETSE Solutions
Preferred Member Units L4257 % G000 6000
(2,000,001 shares}
Warrants (407408 equivalent 0L 38 Y [e] 600
shanes)
HA15408  HR)A08
Worley Claims Services, LLC Insurance Adjustment LIBOR Plus 2.00% (Floor — BdSih, 368 b, 194 Okctoher 31, 2020
303 Timber Creck Mansgement and Services 1.002%), Current Coupon 9.00%,
Hammaone, LA T2 Provider Secured Debd
YP Holding 'ga LLC Omline and Offtine LIBOR Plus 6,75% (Floor —  MIR9J428]  ASELEITALS Jume 4, 2018
2247 MNorthlake Parkway Advertising Operator 1.25%). Current Coupon 8.00%,
Tucker. GA 30054 Debn
Total Investments § DOLUSSI2LT $836AUTESTEY

(1) The cost of the investment represents amortized cost which is net of repayments and adjusted for the amortization of premiums andfor accretion of
discounts, as applicable.

{2)  Control investments are defined by the 1940 Act as invesiments in which more than 25% of the voting securities are owned or where the ability 1o
nominate greater than 50% of the board representation is maintained.
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(3)  Affilinte investments are defined by the 1940 Act as investmenis in which between 5% and 25% of the voting securities are owned, or an investment
in an investment company’s investment adviser, and the invesiments are not classified as Control investments,

{4)  Non-ControlMon-AfTiliate investmenis are defined by the 1940 Act as investments that are neither Control investmenis nor AfTiliate

(5 ‘PEHREent is not a qualifying asset under Section 55(a) of the 1940 Act. A BDC may not acquire any asset other than qualiFying assets unless,
at the time the acquisition is made, qualifying assets represent at least 70% of the BDC's total assets, As of Seplember 302045 March 31, 2016,
approximately 43-412.9% of the Company’s investments were considered non-qualifying,

MNone of the investments in portfolio companies represents greater than 5.0% of our total assets as of September 30,2005 March 31, 2016,
Clarius BIGS, LLC and Relativity-Media:Energy and Exploration Partners LLC had a total of three investments that were on non-accrual
status as of Septembes 302045 March 31, 2016,

MANAGEMENT

Qur business and affairs are managed under the direction of our board of directors. The responsibilities of the board of directors include,
among other things, the oversight of our investment activities, the quarterly valuation of our assets, oversight of our financing arrangements
and corporate governance activities, The board of directors currently has a pricing committee, an audit committee, a nominating and
corporate governance committee and a conflicts committee, and may establish additional committees from time to time as necessary. Each
director will serve until the next annual meeting of stockholders and until his or her suecessor is duly elected and qualifies. Although the
number of directors may be increased or decreased, a decrease will not have the effect of shortening the term of any incumbent director.
Any director may resign at any time and may be removed only for cause by the stockholders upon the affirmative vote of at least two-thirds
of all the votes entitled to be cast generally in the election of directors. The notice of any special meeting called for the purpose of removing
adirector will indicate that the purpose, or one of the purposes, of the meeting is to determine if the director shall be removed.

A vacancy created by an increase in the number of directors or the death, resignation, removal, adjudicated incompetence or other
incapacity of a director may be filled only by a vote of a majority of the remaining directors,
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Board of Directors and Officers

Our board of directors consists of five members, a majority of whom are not “interested persons™ as defined in Section 2(a)(19) of the 1940
Act. We refer to these individuals as our independent directors. Members of our board of directors are elected annually at our annual
meeting of stockholders. Each officer holds office until his successor is elected and qualifies or until his earlier death, removal or
resignation, We are prohibited from making loans or extending credit, directly or indirectly, to our directors or officers under section 402 of
the Sarbanes-Oxley Act.

Directors

Information regarding our board of directors is set forth below. We have divided the directors into two groups — independent directors and
interested directors. The biographical information the members of our board of directors below includes the directorships, if any, held by
such director in any public company or registered investment company in the past five years.

Name!! Age Director Since Expiration of Current Term
Interested Directorsid)

Cuntis-b Hn_nmm'?m__]; 4236 2032016 2016

Sherri W, Schugant 50 2014 2016
Independent Directors

Gregory R. Geib 4950 2013 2016

John 0. Niemann, Jr. 59 2012 2016

Peter Shapcr 50 2012 2016

Boulevard, Suite 5000, Houston, Texas 77056-6118, The address l'ur Mr. HmnumM Ve is i ¢o Mam Street Capital Ctm:rural:un 1300 Post Oak
Blvd., Suite 300, Houston, Texas T7056-6118,

(2} On April 26, 2006, Mr, Curtis L. Hartman resigned from the Board with immediate ¢ffect. Mr, Hartman had served as a director of the Company sinee
2013, and his term as director was scheduled to expire at our 2016 Annual Meeting of Stockholders. Prior to his resignation, Mr. Hartman also served
as a member of our Pricing Committee. Mr, Hartman resigned from the Board 1o pursue other opponunities and his resignation was not due to any
dispute or disagreement with us on any matter relating to our operations, policies or practices.

(3) {’ursunnl to the terms of the Suh=.n'\dvisory .»‘\greemem. and for so h:mg as the Sub Adviser ams as our Sub-Adviser, whether pursuant to the Sub-

Officers
All of our officers are employees of our Adviser. The following persons serve as our officers in the following capacities:

Name Age Paosition(s) Held with the Company Officer Since
Ryan T. Sims 4445 Chief Finaneial Officer and Secretary 2011
David M. Covinglon 442 Chief Accounting Officer and Treasurer 2015
Jason P. Maxwell 4243 Chief Compliance Officer 2015
Biographical Information
Interested Directors:

5 5 35 .bimb;rjm ”&Mﬂsmg MLMQsem:.st s;r_mi
served as a Managing Director on the Middle Market investment team ofMam Street since December 2012, Previously, from 2004 until
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2012, Mr. Meserve served as a director and portfolio manager of Highland Capital Management, LP (“Highland™), a large alternative credit
credit manager, and certain of its affiliates, where he managed a portfolio of senior loans and high yield bonds across a diverse set of
industries, Prior to Highland, he was a Credit Analyst at JP Morgan Chase & Co, Mr. Meserve graduated from Wake Forest University with
with a Bachelor of Science in Business Administration and Finance.

We believe Mr, HartmanMeserve is qualified to serve on our board of directors because of his intimate knowledge of BDCs gained through

his day-ln-day leademhlp as the-& h+el ( reditOticer and a Senior \-Iamiumﬂ Drivector of Maimn Street, along with his extensive experience in
. A managing director for an investment company and general

experience in lhc I“mnmal services mduslry are atn.a.:lm:b the attributes that led to the conclusion that Mr. Meserve should serve on the Board.

Sherri W, Schugart. Ms, Schugart joined Hines in 1995. Ms. Schugart serves as our Chairman, President and Chief Executive Officer and is
also the President and Chief Executive Officer of our Adviser. Ms. Schugart also serves as the President and Chief Executive Officer of
Hines Global REIT and Hines REIT and their respective advisors, as well as the Hines US Office Core Fund (the "Core Fund"), a private
fund. Additionally, since SeptertberAugust 2013, Ms, Schugart has served as President and Chief Executive Officer for Hines Global REIT
1T and the general partner of its advisor. Ms. Schugart holds similar positions with several related Hines entities. Ms. Schugart served as the
Chief Operating Officer for Hines Global REIT, Hines REIT and the Core Fund and the general partner of our Adviser as well as the
advisers of Hines Global REIT and Hines REIT from November 2011 through March 2013, Prior to that time, Ms. Schugart served as the
Chief Financial Officer for Hines Global REIT and the general partner of its advisor from inception of Hines Global REIT in December
2008 through October 2011, Ms, Schugart also served as the Chief Financial Officer of Hines REIT and the general partner of its advisor
from August 2003 through October 2011 and as the Chief Financial Officer of the Core Fund, Hines REIT and Hines Global REIT from
July 2004 through October 2011. Ms. Schugart served as the Chief Financial Officer of the Core Fund since 2004, She has also been a
Senior Managing Director, or similar position, of the general partner of Hines since October 2007 and has served as a director of Hines
Securities, Inc. since Aueust 2003 May 2004, Prior to holding these positions, she was a Vice President in Hines Capital Markets Group
raising equity and debt financing for various Hines investment vehicles in the ULS. and internationally. Ms. Schugart spent eight years with
Arthur Andersen, where she managed both public and private clients in the real estate, construction, finance and banking industries. She
graduated from Southwest Texas State University with a B.B.A, in Accounting,

We believe Ms. Schugart is qualified to serve on our board of directors because of her business experience as our Chief Executive Officer
and as President and Chief Executive Officer of Hines Global REIT, Hines Global REIT 11, and Hines REIT, along with her substantial
experience in private equity, real estate acquisitions and dispositions and finance.

Independent Directors:

Gregory R. Geib. Mr. Geib has served as an independent director sinee July 1, 2013. Mr. Geib served as President and Chief Executive
Officer of Ajinomoto Windsor Ine. from July 2005 to July 2015 where he led the growth and development of the business from a $40
million regional manufacturer and marketer to a $900 million consumer products business with leading brands. He is currently an owner
and Board Member of Quality Sausage Co. Mr. Geib has a strong operating background, which includes new product and brand launches,
plant startups and closures, and the development of strategic partner relationships. In addition, Mr. Geib has extensive financial and
transactional experience. He has led multiple acquisitions and divestitures of different business units while at Windsor Foods. Prior to
joining Windsor Foods, from September 1993 to June 1998, Mr. Geib served as the Executive Vice President of PGI International, a
manufacturer of specialty valves and safety equipment. From 1989 to 1991, Mr. Geib was employed by the General Electric Company. Mr.
Geib received his Masters of Business Administration from the J.L. Kellogg Graduate School of Management, Northwestern University,
and graduated cum laude from the Wharton School, University of Pennsylvania with a Bachelors of Science in Economics.

We believe Mr. Geib is qualified to serve on our board of directors because of his strong operating background, including his development
of strategic partner relationships, in addition to his extensive financial and transactional experience.

John O, Niemann, Jr: Mr. Niemann served as a director and Chairman of the Audit Committee of Gateway Energy Corporation from June
June 2010 until December 2013 (when the company went private). Additionally, since August 2014, Mr. Niemann has served as a director
director and Chairman of the Audit Committee of Hines Global REIT II. Since June 2013, he has served as a Managing Director of
Andersen Tax LLC"WTFASELC™Y). He is also the President and Chief Operating Officer of Arthur Andersen LLF, and has been since 2003,
2003, He previously served on the administrative board of Arthur Andersen LLP and on the board of partners of Andersen Worldwide. He
He began his career at Arthur Andersen LLP in 1978 and has served in increasing responsibilities in senior management positions, since
1992, Mr. Niemann has served on the board of directors of many Houston area non-profit organizations, including Strake Jesuit College
Preparatory School (past chair of the board), The Regis School of the Sacred Heart (past chair of the board), The Houston Symphony, The
The University of St. Thomas. The Alley Theatre and Taping for the Blind, Inc. He graduated with a bachelor of arts in managerial studies
studies (magna cum laude) and a masters in accounting from Rice University and received a juris doctor (summa cum laude) from the
South Texas College of Law.
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We believe Mr. Niemann's significant experience i the public accounting industry including 35 years in various capacities at Arthur
Andersen LLP makes him well qualified to serve as one of our directors. Drawing on this experience, Mr. Niemann is able to provide
valuable insights regarding our investment strategies, internal controls, and financial reporting. In addition, through his experience serving
on the board of directors of another public company, Mr. Niemann has previous experience in the requirements of serving on a public
company board,

Peter Shaper. Mr. Shaper has been an independent director since May 30, 2012, Prior to founding Greenwell Energy Solutions in 2012, Mr.
Shaper served as the Chief Executive Officer of CapRock Communications where he led its acquisition from McLeod in 2002 through to its
sale to Harris Corporation in 2011. CapRock is a global satellite communications provider serving the energy, government and maritime
industries. During his tenure, CapRock grew from a primarily domestic player with $30 million in revenue to the leading global player in its
market with over $600 million in revenue. Mr. Shaper is also a founding partner of Houston-based private equity group Genesis Park.
Genesis Park focuses on buyouts, partnering strategies with public corporations and growth financing bringing each company capital,
commercial execution capabilities and a depth of experience in mergers and acquisitions. Previously, Mr. Shaper was the President of
Donnelley Marketing, a division of First Data Corporation. He was directly responsible for the turmaround of the $100 million revenue
database marketing company which led to a successful sale to a strategic buyer. In 1996, Mr. Shaper helped found the Information
Management Group ("IMG"), as its Executive Vice President of Operations and CFO. IMG grew to more than $600 millien in revenue
during his tenure. Prior to joining IMG, Mr. Shaper was with a Dallas-based private equity firm where he was responsible for investments in
numerous technology-oriented companies, as well as assisting those companies with developing long-term strategies and financial
structures, Mr. Shaper also has several years of experience with the international consulting firm McKinsey & Company. Mr. Shaper holds
aMaster of Business Administration degree from Harvard University and a Bachelor of Seience in Engineering from Stanford University.
Mr. Shaper currently serves on the board of directors of Greenwell Energy Solutions, Genesis Park, ipDatatel and Hines Global REIT as
well as the non-profit boards of Lemonade Day Houston and Knowledge is Power Prep Schools (Houston).

We believe Mr. Shaper’s significant experience as a senior executive officer of sophisticated companies, such as Greenwell Energy
Solutions, CapRock Communications, Inc., Genesis Park LP and Donnelley Marketing/First Data Corporation, as well as his experience
founding and leading IMG, make him well qualified to serve on our board of directors,

Qfficers (who are not directors):

Ryan T. Sims. Mr. Sims joined Hines in August 2003, Mr. Sims serves as our Chief Financial Officer and Secretary. Mr. Sims is also the
Chief Financial Officer and Secretary of the general partner of our Adviser. Mr. Sims has also served as the Chief Financial Officer and
Secretary for Hines Global REIT and the general partner of its adviser since November 2011 and as the Chief Financial Officer and
Secretary of Hines REIT, the general partner of its adviser and the Core Fund since November 2011 and as the Chief Finaneial Officer and
Secretary for Hines Global REIT I1 and the general partner of its Advisor since September 2013, Mr. Sims holds similar positions with
several related Hines entities. In these positions, Mr. Sims is responsible for the oversight of financial operations, equity and debt financing
activities, investor relations, accounting, financial reporting, tax, legal, compliance and administrative functions in the U.S. and
internationally. Prior to this time, Mr. Sims served as the Chief Accounting Officer for Hines Global REIT and the general partner of its
adviser since their inception in December 2008, Mr. Sims also served as the Chief Accounting Officer for Hines REIT, the general pariner
of its adviser and the Core Fund since April 2008. In these roles, he was responsible for the oversight of the accounting, financial reporting
and SEC reporting functions, as well as the Sarbanes-Oxley compliance program in the United States and internationally. He was also
responsible for establishing the companies’ accounting policies and ensuring compliance with those policies in the U.S. and internationally.
He has also previously served as a Senior Controller for Hines REIT and the general partner of its adviser from August 2003 to April 2008
and the Core Fund from July 2004 to April 2008. Prior to joining Hines, Mr. Sims was a manager in the audit practice of Arthur Andersen
LLP and Deloitte & Touche LLP, serving clients primarily in the real estate industry. He holds a Bachelor of Business Administration
degree in Accounting from Baylor University and is a certified public accountant.

David M. Covington, Mr. Covington joined Hines in May 2006. Mr. Covington serves as Chief Accounting Officer and Treasurer for us and
the general partner of our Adviser. Mr. Covington also serves as the Chief Accounting Officer and Treasurer for the Core Fund. In these
positions, Mr. Covington is responsible for the oversight of the treasury, accounting, financial reporting and SEC reporting functions. He is
also responsible for establishing the-eempanies’our accounting policies and ensuring compliance with those policies, Mr. Covington
previously served as Senior Controller for the Core Fund from July 2010 to November 2011 and Controller for the Core Fund from May
2006 to July 2010. Prior to joining Hines, Mr. Covington spent four years at Emnst & Young LLP in the audit practice and most recently,
was Corporate Controller of an FF-Sesdeesinformation technology services firm. He graduated from the University of Texas at Austin with
a Bachelor of Business Administration and Master of Professional Accounting and is a certified public accountant.

Jason P. Maxwell, Mr, Maxwell joined Hines in June 2006, Mr. Maxwell serves as Chief Compliance Officer for us and for our Adviser and
and the general partner of our Adviser. He also serves as Assistant Secretary for our Adviser. Mr. Maxwell is the General Counsel of Hines
Hines Advisors Limited Partnership ("HALP™), a position he has held since January 2014 (prior to that, he held the title of Corporate
Counsel of HALP from May 2006 through December 2013). In his role at Hines, Mr. Maxwell created and leads the internal legal function
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function for HALP and provides legal services to (as well as serves as Asst-Assistant Secretary of) the following vehicles sponsored by
Hines: Hines REIT, Hines Global REIT and Hines Global REIT 1. He and his team have also provided legal support to us and our board of
of directors since our formation in November 2011, Among his other responsibilities, he provides corporate governance and general
compliance guidance for the previously-mentioned funds’ boards of directors. Prior to joining Hines, Mr. Maxwell was a partner in the law
law firm of Locke Liddell & Sapp LLP {n/k/a Locke Lord) where he practiced corporate and securities law. He graduated from the
University of Miami with a Bachelor of Business Administration degree in Finance, and holds a Juris Doctorate degree from the
Georgetown University Law Center. He is also a member of the State Bar of Texas.

Board Leadership Structure and Role in Risk Oversight

Through its direet oversight role, and indirectly through its committees, the board of directors performs a risk oversight function for the
Company consisting of the following activities: (1) at regular and special board meetings, and on an ad hoc basis as needed, receiving and
reviewing reports related to the performance and operations of the Company, our Advisers and our Dealer Manager; (2) reviewing and
approving, as applicable, the compliance policies and procedures of the Company; (3) reviewing investment strategies, technigues and the
processes used to manage related risks; (4) meeting with representatives of, or reviewing reports prepared by or with respect to, key service
providers, including the investment adviser, administrator, distributor, transfer agent, custodian and independent registered public
accounting firm of the Company, to review and discuss the activities of the Company and to provide direction with respeet thereto; (5)
reviewing periodically, and at least annually, the Company’s fidelity bond, directors and officers, and errors and omissions insurance
policies and such other insurance policies as may be appropriate; and (6) overseeing the Company’s accounting and financial reporting
processes, including supervision of the Company’s independent registered public accounting firm to ensure that they provide timely
analyses of significant financial reporting and internal control issues,

The board of directors also performs its risk oversight responsibilitics with the assistance of the Company’s Chief Compliance Officer. The
board of directors receives a quarterly and annual report from the Chief Compliance Officer, who reports on the Company's compliance
with applicable securities laws and its internal compliance policies and procedures. In addition, the Company’s Chief Compliance Officer
prepares a written report annually evaluating the adequacy and effectiveness of the compliance policies and procedures of the Company and
certain of its service providers. The Chief Compliance Officer’s repostreports, which isare reviewed by the board of directors,
addressesaddress at a minimum: (1) the operation and effectiveness of the compliance policies and procedures of the Company and certain
of its service providers since the last report; (2) any material changes to such policies and procedures since the last report; (3) any
recommendations for material changes to such policies and procedures as a result of the Chief Compliance Officer's annual review: and (4)
any compliance matter that has oceurred since the date of the last report about which the board of directors would reasonably need to know
to- oversee the Company’s compliance activities and risks. The Chief Compliance Officer also meets separately in executive session with
the independent directors at least once each year. In addition to compliance reports from the Company’s Chief Compliance Officer, the
board of directors also receives reports from legal counsel to the Company regarding regulatory compliance and governance matters.

Ms. Schugart has served as our President and Chief Executive Officer since March 15, 2013, and was appointed as Chairman of our board
of directors on February 28, 2014, Ms. Schugart is an “interested person” of the Company as defined in Section 2(a)( 19) of the 1940 Act
due to her current and former positions with Hines and its affiliated entities. Our board of directors believes that, due to her tenure as our
Chief Executive Officer, Ms. Schugart is the director with the most knowledge of the Company’s business strategy and is best situated to
serve as Chairman of our board of directors.

Qur Eharter-as-wellascharter and the regulations governing BDCs generally-requires require that a majority of the board of directors be
persons other than “interested persons™ of the Company, as defined in Section 2(a)(19) of the 1940 Act. The board of directors does not
currently have a lead independent director. Our board of directors believes that its current leadership structure, which places significant
responsibilities on committees led by independent directors, is the optimal structure for the Company at this time because it allows the
Company’s directors to exercise informed and independent judgment, and allocates areas of responsibility among committees of
independent directors and the full board of directors in a manner that enhances effective oversight. The board of directors is of the opinion
that having a majority of independent directors is appropriate and in the best interest of the Company’s stockholders, but also believes that
having interested persons serve as directors brings both corporate and financial viewpoints that are significant elements in its decision-
making process. Our board of directors sill-reviewreviews its leadership structure periodically to ensure that the leadership structure
remains appropriate and will make changes if and when it determines such changes are necessary or proper.

During 26442015, our board of directors met ainelen times-—and-se and took action through four unanimous written consents, No
director attended fewer than 8875% of the aggregate of all meetings held during 2015 by our board of directors and by the committees
on which the director served. We encourage, but do not require, our directors to attend the-apnsabmestinsobour-board-otdireetorsour
annual meetings of stockholders. We anticipate that all of our directors, each of whom has been nominated for re-election, will attend
the 2016 annual meeting of stockholders. Each of our directors attended the 2015 annual meeting of stockholders.

Committees of the Board of Directors
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The four standing committees of our board of directors are: the Pricing Committee, the Audit Committee, the Nominating and Corporate
Governance Committee and the Conflicts Committee. You may obtain copies of the charters for each of the Audit Committee, the
Nominating and Corporate Governance Committee and the Conflicts Committee from our website at www hinessecurities.com/Mbdes/uns-
income-findicorporate-governance/. Each of the Audit, Nominating and Corporate Governance and Conflicts committees currently has
three members and areis composed entirely of independent directors,

The board of directors has not established a standing compensation committee because the executive officers of the Company do not
receive any direct compensation from the Company. The board of directors, as a whole, participates in the consideration of director
compensation and decisions on director compensation are based on a review of data of comparable BDCs.

Pricing Commitiee

Wellnless our stockholders allow us to do so, we are prohibited from selling shares of our Common Stock at a price below current NAV,
exclusive of any distributing commission or discount. The Pricing Committee is responsible for assisting the board of directors in ensuring
that the shares sold in our continuous Offering that are effected at weekly closings do not contravene this restriction. The Pricing
Committee considers various factors, including the valuations of our investment portfolio provided by our Advisers in determining whether
the standard has been met. Ms. Schugart and Mr. HasmanMeserve currently serve as the members of our Pricing Committee.

Aundit Committee

The Audit Committee assists the board of directors in overseeing:

the integrity of our financial statements and other information to be provided to our stockholders;

+ our compliance with legal and regulatory requirements;

the independent auditors’ qualifications and independence;
+ the performance of our risk management function and independent auditors; and
+ our systems of disclosure controls and procedures and internal controls over financial reporting.

Messrs. Geib, Niemann and Shaper serve as the members of our Audit Committee, and Mr. Niemann serves as the Chairman of the Audit
Committee. Our board of directors has determined that each of the members of the Audit Committee meets the independence standards
established by the SEC for audit committees and is not an “interested person™ for purposes of the 1940 Act. In addition, our board of
directors has determined that Mr. Niemann is an “audit committee financial expert” as defined by Item 407(d)(3)(ii) of Regulation S-K
promulgated under the Exchange Act. Unless otherwise determined by the board of directors, no member of the committee may serveasa
member of the Audi-Committeeaudit committee of more than swethree other public companies.

During 2044:20135, the Audit Committee was comprised of three members and held fivesix meetings in addition to one joint commitice
meeting. All of the members of this committee attended the six Audit Committee meetings exeeptone-meeting-which-was-attended by-twe
ofthe-threeand the joint committee memberssmeeting during 2015,

Nominating and Corporate Governance Committee
The Nominating and Corporate Governance Committee, in performing its duties:

+ assists our board of directors in identifying individuals qualified to become members of our board of directors;

+ recommends candidates to our board of directors to fill vacancies on the board of directors and to stand for election by the
stockholders at the annual meeting;

+ recommends commitiee assignments for directors to the full board of directors;

+ recommends a successor to the Company’s Chief Executive Officer when a vacancy oceurs;

+ periodically assesses the performance of our board of directors;

+ reviews and recommends appropriate corporate governance policies and procedures to our board of directors; and

+ reviews and monitors our code of business conduct and ethics for senior executive and financial officers, and any other corporate
governance policies and procedures we may have from time to time.

Messrs. Geib, Niemann and Shaper serve as the members of our Nominating and Corporate Govemnance Committee, and Mr. Geib serves as
serves as the Chairman of the Nominating and Corporate Governance Committee. Our board of directors has determined that each member
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member of our Nominating and Corporate Governance Committee meets the independence standards established by the SEC for
governance committees and is not an “interested person” for purposes of the 1940 Act.

Among the criteria the committee uses in evaluating the suitability of individual nominees for our board of directors (whether such
nominations are made by management, a stockholder or otherwise), the committee considers cach nominee’s:

+ personal and professional integrity, experience and skills;

+ ability and willingness to devote the time and effort necessary to be an effective board member;-and

+ commitment to acting in our best interests and the best interests of our stockholders; and

+ _compliance with the independence and other applicable requirements of the 1940 Act and the SEC and all other applicable laws,
rules, regulations and listing standards.

The committee also gives consideration to the diversity of the board of directors in terms of having an appropriate mix of experience,
education and skills, the requirements contained in our Ehartercharter and each nominee’s ability to exercise independence of thought,
objective perspective and mature judgment and understand our business operations and objectives.

If the board of directors determines to seek additional directors for nomination, the Nominating and Corporate Governance Committee
considers whether it is advisable to retain a third-party search firm to identify candidates. During 2044.2015, the eepmitteeCompany paid
no fees to third-parties to assist in identifying or evaluating potential nominees. The Nominating and Corporate Governance Committee also
considers nominees timely submitted by stockholders under and in accordance with the provisions of our bylaws. A stockholder’s notice
must set forth specified information as to each person whom the stockholder proposes to nominate for election to the board of directors,
including all information relating to such person that is required to be disclosed in solicitations of proxies for election of directors in an
election contest, or is otherwise required, by Regulation 14A under the Exchange Act (including such person’s written consent to being
named in the proxy statement as a nominee and to serve as a director if elected). The Mominating and Corporate Governance Commitice
will consider all such nominees and will take into account all factors the committee determines are relevant, including the factors
summarized above. See "Advance Notice Provisions for Stockholder Nominations and Stockholder Proposals.”

During 20442015, the Nominating and Corporate Governance Committee was comprised of three members and held sixthree meetings: in
addition to one joint committee mi..‘l.tll]!, A]I ut'thn, members of this committee attended the meetings-exeept-for two-meetings which-were

sttardesb b b od e i mtee-members—three Nominating and Corporate Governance Committee meetings and the joint
committee meeting during 2015,

Conflicts Commitiee

Messrs. Geib, Niemann and Shaper serve as the members of our Conflicts Committee, and Mr. Shaper serves as the Chairman of the
Conflicts Committee. The Conflicts Committee reviews and approves specific matters that the board of directors believes may involve
conflicts of interest to determine whether the resolution of the conflict of interest is fair and reasonable to us and our stockholders. The
Conflicts Committee is responsible for reviewing and approving the terms of all transactions between us, on the one hand, and our Adviser,
our Sub-Adviser, Hines or any member of our board of directors, or any of their respective affiliates, on the other hand including the annual
renewal of the Investment Advisory Agreement, the Sub-Advisory Agreement and the Dealer Manager agreement between us and our
Dealer Manager. The Conflicts Committee is also responsible for reviewing and approving each purchase or lease by us of property froman
affiliate or purchase or lease by an affiliate from us. The Conflicts Committee is responsible for reviewing our Advisers’ performance and
the fees and expenses paid by us to our Advisers and any of their respective affiliates. The review of such fees and expenses is required to
be performed with sufficient frequency, but at least annually, to determine that the expenses incurred are in the best interest of our
stockholders,

During 2044:2015, the Conflicts Commitiee was comprised of three members and held sinefive meetings in addition to one joint commitiee
meeting, and took action through eseseven unanimous written eensestconsents. All of the members of this committee attended the
Conflicts Committee meetings except-fourmeetings—wiieh-wereand the joint committee meeting during 2015 except one Conflicts
Committee meeting which was attended by two of the three members,

Compensation of Officers

We currently have no employees, Our Adviser, with the assistance of our Sub-Adviser, performs our day-to-day management functions. Our
executive officers are all employees of the Adviser. We do not pay any of these individuals for serving in their respective positions. See
“Investment Advisory and Administrative Services Agreement” and “Certain Relationships and Related Party Transactions™ for a discussion

of fees and expenses payable to our Advisers and their respective affiliates,

Compensation of Directors
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Privr-to-holding our initial closing. our directors were not entitled to compensation. Subsequent to holding our initial closing in Seprember

T

Our independent directors are wmuj]xcnmied to an annuul fcc of S%O@Q@—m&wheaﬁ&,ﬂﬂ@, $2,500 for cnch m(:cung of the board of
directors attended in person, $4- E
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1,500 for cach meeting of the board of directors attended via teleconference, and
$1,000 1ur each commitiee meeting attended, We do not pay compensation to our interested directors.

Additionally, the Chairmen of our committees of the board of directors are entitled to the following annual retainer amounts:

« $H0:000135,000 to the Chairman of the Audit Committee of the board of directors;
+ §5.00010,000 to the Chairman of the Conflicts Committee of the board of directors; and
+ S5.00010,000 to the Chairman of the Nominating and Corporate Governance Committee of the board of directors.

‘We reimburse all of our directors for reasonable out-of-pocket expenses incurred in connection with their service on the board of directors,

The following table sets forth information regarding compensation of our directors during the fiscal year ended December 31,
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20442015 DIRECTOR COMPENSATION

Fees Earned MNon-Eguity Change in Pension Yaloe and
or Paid in Siock Option Incentive Plan Non-Cualified Deferred All Oiher Taial

Name of Director'" Cash Awards Awards Compensation Compensation Earnings'® Compensation  Compensation
Interested Directors:
Curtis L. Hartman'® H 5 H 1 5 5 5
Sherri W. Schugan
Independent Directors:
Giregory R. Geib SEBHES 5,00 - - —- S40HESS 0D
John O, Migmann, Jr, B 0EG3 (D B 0E063 (00
Peter Shaper S2.00058, (00 S300058 000

(1) Nicholas T. Meserve, a nominee for director, was not a director during the fiscal year ended December 31, 2015, Mr. Meserve was elected 1o the
board of directors on April 26, 20016,

(2] We do not have a profit-sharing, compensation or retirement plan, and directors do not receive any pension or retirement benefits.

(31 On April 26, 2006, Mr. Hartman resigned from the Board with immediate effect, Mr, Hartman had served as a director of the Company since 2003,
and his term as director was scheduled to expire at the Company s 2016 Annual Meeting of Stockholders. Prior to his resignation, Mr. Hartman also
served as a member of the Company s Pricing Committee, Mr. Hartman resigned from the Board to pursue other opportunities and his resignation was
not due to any dispute or disagreement with the Company on any matter relating to the Company s operations, policies or practices.

PORTFOLIO MANAGEMENT

We are managed by HMS Adviser, a private investment management firm that is registered as an investment adviser under the Advisers
Act. Our Adviser, which is an indirect wholly owned affiliate of Hines, oversees the management of our activities and is responsible for
making investment decisions with respect to and providing day-to-day management and administration of our investment portfolio.
Pursuant to the Sub-Advisory Agreement among us, HMS Adviser, Main Street and MSC Adviser, MSC Adviser acts as our investment
sub-adviser to identify, evaluate, negotiate and structure prospective investments, make investment and portfolio management
recommendations for approval by our Adviser, monitor our investment portfolio and provide certain ongoing administrative services to our
Adviser. All new investments are required to be approved by the investment committee of our Adviser, which is led by Mr. Palomo, who
serves as a director and member of the investment committee for HMS Adviser. For more information regarding the business experience of
Mr. Palomo see “— Our Investment Adviser.” The members of the investment committee receive no direet compensation from us. Such
members may be employees or partners of our Adviser and may receive compensation or profit distributions from our Adviser.

Our Investment Adviser

Our Adviser is a Texas limited partnership formed on April 13, 2012 that is registered as an investment adviser under the Advisers Act. Our
Adviser has limited operating history and experience managing a BDC. Our Adviser is wholly owned by Hines. Hines is indirectly owned
and controlled by Gerald D. Hines and Jeffrey C. Hines. The principal executive offices of HMS Adviser are located at 2800 Post Oak
Boulevard, Suite 5000, Houston, Texas 77056-6118. See “Investment Objective and Strategies — About Our Sponsor” for additional
information regarding the operating history of Hines.

Our Adviser has an investment committee consisting of Mr. Palomo, Mr. Sims and Mr. Apollo. Upon the request of the Company, a
representative of Main Street will be present at the meetings of the investment committee, Below is a brief description of the background
and experience of the principals of HMS Adviser and the senior investment professionals employed or retained by HMS Adviser and its
affiliates. The backgreundsbackground of Ms—Sehugart-and-Mr. Sims areis described in the “Management — Board of Directors and
Officers” section of this prospectus,

Alejandro Palomo. Mr. Palomo, age 35:37, joined Hines in August 2012 as a Director. Mr. Palomo serves as the lead member of the
investment committee for our Adviser. In this role, Mr. Palomo is involved with the evaluation and approval of our investment
opportunities. Mr. Palomo also serves as the liaison for portfolio matters between us and our Sub-Adviser. Prior to joining Hines, from
March 2008 to August 2012 Mr. Palomo was a Director at Main Street Capital Corporation involved with the identification, review,
selection, structuring, closing and monitoring of investments with Main Street's LMM portfolio. Before joining Main Street, from January
2005 to March 2008 Mr. Palomo worked at PricewaterhouseCoopers LLP in the transaction services group and the audit practice. He holds
a Bachelor of Business Administration degree in accounting and a Master of Accountaney from the University of Texas at El Paso and is a
certified public accountant.

Frank R. Apolle. Mr. Apollo, age 4850, joined Hines in 1993 and is a Senior Managing Director of Hines, which is the general partner of
the advisor of each of Hines Global REIT, Hines REIT, the Company, and Hines Global REIT 11, Mr. Apollo also has served as Director and
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and Senior Managing Director of Hines Securities, Inc. since April 2008 and as Treasurer and Secretary of Hines Securities, Inc. since
August 2003, Mr. Apollo has served as Senior Vice President — Finance; Treasurer and Secretary for Hines Global REIT and the general
partner of the advisor of Hines Global REIT from December 2008 through November 1, 2011, and for Hines REIT and the general partner
partner of the advisor of Hines REIT from April 2008 through November 1, 2011. From April 2008 through November 1, 2011, Mr. Apollo
Apollo also served as the Senior Vice President — Finance of the Core Fund. In these roles, he was responsible for overseeing portfolio
financial management, debt financings, treasury and liquidity management and legal and corporate governance in the U.S. and
internationally. He served as Chief Accounting Officer, Treasurer and Secretary for Hines REIT from August 2003 to April 2008 and Chief
Chief Accounting Officer of the Core Fund from July 2004 to April 2008. His responsibilities in these positions included accounting,
financial reporting, legal and corporate governance in the U.S, and internationally. In addition to the positions Mr. Apollo currently holds at
at Hines Securities, Inc., Mr. Apollo also served as the Viee President of Hines Securities, Inc. from August 2003 to April 2008, and, asa
result of his positions at Hines Securities, Inc., is responsible for all financial operations of our Dealer Manager. Previously, Mr. Apollo also
also served as the Vice President and Corporate Controller responsible for the accounting and control functions for Hines" international
operations, as the Vice President and Regional Controller for Hines” European Region and as the director of Hines” Internal Aundit
Department. Before joining Hines, Mr. Apollo was an audit manager with Arthur Andersen. He graduated from the University of Texas with
with a B.B.A, in Accounting, is a certified public accountant and holds Series 28 and 63 securities licenses.

The table below shows the dollar range of shares of common stock beneficially owned as of the-date-of thisprespeetus December 31,2015
by each member of the Adviser’s investment committee, whom we consider to be our portfolio managers.

Members of the Investment Committee Dollar Range of Equity Securities Beneficially Owned(16240
Ryan T. Sims $10,001 - 50,000
Alejandro Palomo Monenone
Frank R. Apolle £10,001 - $50,000

(1) Beneficial ownership has been determined in accordance with Rule 16a-1{a)(2) of the Exchange Act.

{2) The dollar range of equity securities beneficially owned by our portfolio managers is based on our current offering price of $9:558,90
per share,

(3} The dollar range of equity securities beneficially owned is: none, 51 = 510,000, 10,001 - 850,000, $50,001 - $100,000, $100,001 -
$500,000, $500,001 — $1,000,000, or over $1,000,000.

Our Sub-Adviser

Pursuant to the Sub-Advisory Agreement among us, HMS Adviser, Main Street and MSC Adviser, MSC Adviser acts as our investment
sub-adviser to identify, evaluate, negotiate and structure prospective investments, make investment and portfolio management
recommendations for approval by our Adviser, monitor our investment portfolio and provide certain ongoing administrative services to our
Adviser. Main Street initially provided such investment sub-advisory services to our Adviser. However, because the fees payable to Main
Street from such an arrangement could have negative consequences on Main Street’s ability to meet the source-of-income requirement
necessary for Main Street to maintain its RIC tax treatment, Main Street requested and obtained certain relief from the SEC’s Division of
Investment Management allowing it to wholly own a registered investment adviser. Subsequent to the receipt of such relief, MSC Adviser, a
wholly owned subsidiary of Main Street and a registered investment adviser, became our Sub-Adviser. For more information regarding the
Sub-Adviser, see “Investment Objective and Strategies — About Our Sub-Adviser.” The investment professional and principals of MSC
Adviser are also the investment professionals and principals of Main Street. The people who originate, source and execute investments for
Main Street perform the same functions for our Sub-Adviser. As of September 30,2045 March 31, 2016, Main Street had debt and equity
investments in customized LMM securities and over-the-counter debt securities with an aggregate fair value of approximately 5451.8
billion in over 200 portfolic companies, Main Street’s common stock trades on the New York Stock Exchange under the ticker symbol
“MAIN." The principal executive offices of our Sub-Adviser are located at 1300 Post Oak Boulevard, Suite 800, Houston, Texas 77056,

Below is a brief description of the background and experience of the principals of the Sub-Adviser and the senior investment professionals
retained or employed by the Sub-Adviser,_In addition to the individuals deseribed below, Nicholas T. Meserve has served as a Managing
Director on Main Street’s Middle Market investment team since 2012, The background and experience of Mr, Meserve is described in the
"Management — Board of Directors and Officers” section of this prospectus.

Vincent D. Foster, age 58:00, has served as the Chairman of Main Street's board of directors and as Chief Executive Officer since 2007 and
and as President since October 2012. He has also been a member of Main Street's investment committee since its formation in 2007 and a
amember of Main Street's credit committee since its formation in 2011, Mr. Foster also currently serves as a founding director of Quanta
Services, Inc. (NYSE: PWR), which provides specialty contracting services to the power, natural gas and telecommunications industries,
and a director of Team, Inc. (NYSE: TISI), which provides specialty contracting services to the petrochemical, refining, electric power and
and other heavy industries. He also served as a director of U.S. Congrete, Inc. (NASDAQ-CM: USCR) from 1999 until 2010, Carriage
Services, Inc. (NYSE: C8V) from 199910 2011 and HMS Income Fund, Inc., from 2012 until February 2013. In addition, Mr. Foster served
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served as a founding director of the Texas TriCities Chapter of the National Association of Corporate Directors from 2004 to 2011, Mr.
Foster, a C.P.A., had a 19 year carcer with Arthur Andersen, where he was a partner from 1988-1997. Mr. Foster was the director of
Andersen’s Corporate Finance and Mergers and Acquisitions practice for the Southwest United States and specialized in working with
companies involved in consolidating their respective industries. From 1997, Mr. Foster co-founded and has acted as co-managing partner or
partner or chief executive of several Main Street predecessor funds and entities, which are now subsidiaries of Main Street, including Main
Main Street Mezzanine Fund, LP and its general partner, Main Street Mezzanine Management, LLC, Main Street Capital 11, LP and its
general partner, Main Street Capital 11 GP, LLC, and Main Street Capital Partners, LLC. Mr. Foster received the Emst & Young
Entreprencur of the Year 2008 Award in the financial services category in the Houston & Gulf Coast Area. The program honors
entrepreneurs who have demonstrated exceptionality in innovation, financial performance and personal commitment to their businesses and
and communities.

Dwayne L. Hyzak, age 4244, has served as Main Street's Chief Operating Officer and Senior Managing Director since November 2014. Mr.
Hyzak also serves as a member of Main Street's investment committee. Previously, he served as Main Street's Chief Financial Officer and
Senior Managing Director from 2011 and in other executive positions at Main Street since 2007, From 2002, Mr. Hyzak has also served asa
Senior Managing Director and in other executive positions of several Main Street predecessor funds and entities, which are now
subsidiaries of Main Street, including the general partner of Main Street Mezzanine Fund, LP, Main Street Mezzanine Management, LLC,
the general partner of Main Street Capital 11, LP, Main Street Capital I1 GP, LLC, and Main Street Capital Partners, LLC. From 2000 to
2002, Mr. Hyzak was a director of integration with Quanta Services, Inc. (NYSE: PWR), which provides specialty contracting services to
the power. natural gas and telecommunications industries, where he was principally focused on the company’s mergers and acquisitions and
corporate finance activities. Prior to joining Quanta Services, Inc., he was a manager with Arthur Andersen in its Transaction Advisory
Services group.

Curtis L. Hartman, age 42:43, has served as Main Street's Chief Credit Officer and Senior Managing Director since 2011, Mr. Hartman is
also the Chairman of Main Street's credit committee and a member of Main Street's investment committee, Previously, he served as one of
Main Street’s Senior Vice Presidents and in other executive positions at Main Street since 2007, From 2000, Mr. Hartman has also served as
a Senior Managing Director and in other executive positions of several Main Street predecessor funds and entities, which are now
subsidiaries of Main Street, including the general partner of Main Street Mezzanine Fund, LP, Main Street Mezzanine Management, LLC,
the general partner of Main Street Capital I1, LP, Main Street Capital 11 GP, LLC, and Main Street Capital Partners, LLC. From 1999 to
2000, Mr. Hartman was an investment professional for Sterling City Capital, LLC. Concurrently with joining Sterling City Capital, he
joined United Glass Corporation, a Sterling City Capital portfolio company, as Director of Corporate Development. Prior to joining Sterling
City Capital, Mr. Hartman was a Manager with PricewaterhouseCoopers LLP, in its M&A/Transaction Services group. Prior to that, he was
employed as a Senior Auditor by Deloitte & Touche LLP.

David L. Magdol, age 45:46, has served as Main Street's Chief Investment Officer and Senior Managing Director since 2011. Mr. Magdol is
also the Chairman of our investment committee. Previously, he served as one of our Senior Vice Presidents and in other executive positions
at Main Street since 2007. From 2002, Mr. Magdol has served as a Senior Managing Director and in other executive positions of several
Main Street predecessor funds and entities, which are now subsidiaries of ours, including the general partner of Main Street Mezzanine
Fund, LP, Main Street Mezzanine Management, LLC, the general partner of Main Street Capital 11, LP, Main Street Capital I1 GP, LLC, and
Main Street Capital Partners, LLC. Mr. Magdol joined Main Street from the investment banking group at Lazard Freres & Co. Prior to
Lazard, he managed a portfolio of private equity investments for the McMullen Group, a private investment firm/family office capitalized
by Dr. John J. McMullen, the former owner of the New Jersey Devils and the Houston Astros. Mr. Magdol began his career in the
structured finance services group of JP Morgan Chase.

Rodger A. Stout, age 63-65, has served as Main Street's Executive Vice President since 2012 and is also a member of Main Street's credit
committee, Previously, Mr. Stout served as Main Street's Chief Compliance Officer, Senior Vice President-Finance and Administration and
Treasurer and in other executive positions at Main Street since 2007. From 2006, Mr. Stout has served as Executive Vice President and in
other executive positions of several Main Street predecessor funds and entities, which are now subsidiaries of Main Street, including the
general partner of Main Street Mezzanine Fund, LP, Main Street Mezzanine Management, LLC, the general partner of Main Street Capital
11, LP, Main Street Capital 11 GP, LLC, and Main Street Capital Partners, LLC. From 2000 to 2006, Mr. Stout was Senior Vice President and
Chief Financial Officer for FabTech Industries, Inc., one of the largest domestic structural steel fabricating companies. From 1985 to 2000,
he was a senior financial executive for Jerold B, Katz Interests. He held numerous positions over his | 3-year tenure with this national scope
financial services conglomerate. Those positions included director, executive vice president, senior financial officer and investment officer.
Prior to 1985, Mr. Stout was an international tax executive in the oil and gas service industry.
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affilistes, where he managed a portfoliv-of senior loans and high vield bonds across a diverse set of industries. Prior to Highland, he was a

Credit-AnalystatIP-Morgan-Chase & Co:
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INVESTMENT ADVISORY AND ADMINISTRATIVE SERVICES AGREEMENT

Investment Adviser Services

Our investment process utilizes the combined business and investment expertise, credit underwriting experience, transaction expertise and
deal-sourcing capabilities of our Advisers. The Adviser provides its services under the Investment Advisory Agreement with us, while the
Sub-Adviser provides its services under the Sub-Advisory Agreement with our Adviser, to which the Company is also a party. The activities
of both of our Advisers are subject to the supervision and oversight of our board of directors.

Under the terms of our Investment Advisory Agreement, our Adviser is obligated to:

+  Determine the composition and allocation of our investment portfolio, the nature and timing of the changes therein and the manner
of implementing such changes;

+  Identify, evaluate and negotiate the structure of the investments we make;

+ Execute and close the acquisition of, and monitor and service, our investments;

+  Determine the securities and other assets that we will purchase, retain; or sell;

+  Perform due diligence on prospective investments and portfolio companies;

+ Provide us with such other investment advisory, research and related services as we may, from time to time, reasonably request or
require for the investment of our funds; and

+  On our behalf provide significant managerial assistance to those portfolio companies to which we are required as a BDC to
provide such assistance under the 1940 Act, including utilizing appropriate personnel of the Adviser to monitor the operations of
our portfolio companies, participate in board and management meetings, consult with and advise officers of portfolio companies
and provide other organizational and financial consultation,

Under the terms of our Sub-Advisory Agreement, as permitted by the Investment Advisory Agreement, our Adviser has delegated certain of
its responsibilities to the Sub-Adviser including the following:

+  Make recommendations to the Adviser as to the allocation of our investment portfolio among various types of securities, the
nature and timing of the changes therein and the manner of implementing such changes;

+  Identify, evaluate, recommend to the Adviser, and, if approved by the Adviser, negotiate the structure and terms of the investments
we make:

+  Assist the Adviser in executing and closing the acquisition and disposition of our investments;
+  Make recommendations to the Adviser with respect to the securities and other assets that we will purchase, retain, or sell:
+  Monitor the Company’s investment portfolio and make recommendations regarding ongoing portfolio management; and

+  Perform, or cause to be performed, due diligence procedures and provide due diligence information on prospective investments.

The Sub-Adviser is primarily responsible for initially identifying, evaluating, negotiating and structuring our prospective investiments. Qur
Adviser has exclusive responsibility for approving the acquisition and disposition of investments.

Qur advisory services under the Investment Advisory Agreement and Sub-Advisory Agreement are not exclusive, and the Advisers are free
to furnish similar services to other entities so long as their services to us are not impaired. However, during the terms of the Investment
Advisory Agreement and the Sub-Advisory Agreement, except as otherwise agreed, neither our Adviser nor Sub-Adviser may act as the
investment adviser or sub-adviser to, or sponsor of, another public, non-traded BDC (except this restriction will not apply to the Adviser
and Sub-Adviser working together on another fund sponsored by the Adviser or the Sub-Adviser).

As a BDC, we are required to offer and provide managerial assistance to our portfolio companies. This assistance could involve monitoring
the operations of our portfolio companies, participating in board and management meetings, consulting with and advising officers of
portfolio companies and providing other organizational and financial guidance. Our Advisers or any third-party administrator will make
available such managerial assistance, on our behalf, to our portfolio companies. Our Advisers’ business experience makes them qualified to
provide such managerial assistance. We may receive fees for these services and will reimburse our Advisers, or any third-party
administrator, for their allocated costs in providing such assistance, subject to review and approval by our board of directors,

Advisory Fees
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Pursuant to the Investment Advisory Agreement, we pay our Adviser a fee for investment advisory and management services consisting of
two components — a management fee and an incentive fee. Pursuant to the Sub-Advisory Agreement, the Sub-Adviser receives 50% of all
fees payable to the Adviser under the Investment Advisory Agreement.

Management Fees

The management fee is calculated at an annual rate of 2.0% of our average gross assets. The term “gross assets™ means total assets of the
Company as disclosed on the Company's balance sheet. "Average gross assets” are calculated based on the Company’s gross assets at the
end of the two most recently completed calendar quarters. The management fee is payable quarterly in arrears, All or any part of the
management fee not taken as to any quarter is deferred without interest and may be taken in such other quarter as the Adviser will
determine. The management fee for any partial month or quarter will be appropriately pro rated.
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Incentive Fees

The incentive fee consists of two parts. The first part, which we refer to as the subordinated incentive fee on income, is calculated and
payable quarterly in arrears based on our pre-incentive fee net investment income for the immediately preceding quarter. The subordinated
incentive fee on income is equal to 20% of our pre-incentive fee net investment income for the immediately preceding quarter, expressed as
aquarterly rate of return on adjusted capital at the beginning of the most recently completed calendar quarter, exceeding 1.875% (or 7.5%
annualized), subject to a “catch up”™ feature (as described below).

For this purpose, pre-incentive fee net investment income means interest income, dividend income and any other income (including any
other fees such as commitment, origination, structuring, diligence and consulting fees or other fees that we receive from portfolio
companies) accrued during the calendar quarter, minus our operating expenses for the quarter (including the management fee, expenses
payable under any proposed administration agreement and any interest expense and dividends paid on any issued and outstanding preferred
stock, but excluding the incentive fee). Pre-incentive fee net investment income includes, in the case of investments with a deferred interest
feature (such as original issue discount debt instruments and payment-in-kind interest and zero coupon securities), acerued income that we
have not yet received in cash. Pre-incentive fee net investment income does not include any realized capital gains, realized capital losses or
unrealized capital appreciation or depreciation. For purposes of this fee, adjusted capital means cumulative gross proceeds generated from
sales of our common stock (including proceeds from our distribution reinvestment plan) reduced for non-liquidating distributions, other
than distributions of profits, paid to our stockholders and amounts paid for share repurchases pursuant to our share repurchase program.

The calculation of the subordinated incentive fee on income for each quarter is as follows:

+  No subordinated incentive fee on income is payable to the Adviser in any calendar quarter in which our pre-incentive fee net
investment income does not exceed the hurdle rate of 1.875% (or 7.5% annualized) on adjusted capiral;

+  100% of our pre-incentive fiee net investment income, if any, that exceeds the hurdle rate but is less than or equal to 2.34375% (or
9.375% annualized) of adjusted capital in any calendar quarter is payable to the Adviser. This portion of the subordinated
incentive fee on income is referred to as the “catch up™ and is intended to provide the Adviser with an incentive fee of 20.0% on
all of our pre-incentive fee net investment income as if the hurdle rate did not apply when the pre-incentive fee net investment
income exceeds 2.34375% (or 9.375% annualized) in any calendar quarter; and

+ For any quarter in which our pre-incentive fee net investment income exceeds 2.34375% (or 9.375% annualized) of adjusted
capital, the subordinated incentive fee on income equals 20.0% of the amount of our pre-incentive fee net investment income, as
the hurdle rate and catch-up will have been achieved,

The following is a graphical representation of the calculation of the quarterly subordinated incentive fee on income:
Quarterly Subordinated Incentive Fee on Income

Pre-Incentive Fee Net Investment Income
{expressed as a percentage of average adjusted capital)

0% 1.875% 2.34375%

+ 0% » I-l—JU(I“n—b

- 20% *

PERCENTAGE OF PRE-INCENTIVE FEE NET INVESTMENT INCOME ALLOCATED TO QUARTERLY INCENTIVE
FEE

The second part of the incentive fee, referred to as the incentive fee on capital gains, is an incentive fee on realized capital gains earned
from our portfolio and is determined and payable in arrears as of the end of each calendar year (or upon termination of the Investment
Advisory Agreement). This fee equals 20.0% of our incentive fee capital gains, which is equal to our realized capital gains on a cumulative
cumulative basis from inception, calculated as of the end of each calendar year, computed net of all realized capital losses and unrealized
capital depreciation on a cumulative basis, less the aggregate amount of any previously paid capital gain incentive fees. In order to provide
provide an incentive for our Adviser to successfully execute a merger transaction involving us that is financially accretive and/or otherwise
otherwise beneficial to our stockholders even if our Adviser will not act as an investment adviser to the surviving entity in the merger, we
may seek exemptive relief from the SEC to allow us to pay our Adviser an incentive fee on capital gains in connection with our merger with
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with and into another entity. Absent the receipt of such relief, our Adviser will not be entitled to an incentive fee on capital gains or any
other incentive fee in connection with any such merger transaction.

Examples of Incentive Fee Calculation
Example 1: Income Related Portion of Incentive Fee!™:
Alternative | — Assumptions
+ Investment income (including interest, dividends, fees, ete.) = 1.25%
+ Hurdle rate!" = 1.875%
+ Base management fee!™ = 0.50%
+ Other expenses (legal, accounting, custodian, transfer agent, ete.)' = 0.20%
+ Pre-incentive fee net investment income (investment income - (base management fee + other expenses)) = 0,55%
Pre-incentive fee net investment income does not exceed hurdle rate, therefore there is no incentive fee.
Alternative 2 — Assumptions
+ Investment income (including interest, dividends, fees, ete.) = 2.70%
+ Hurdle rate" = 1.875%
+ Base management fee!* = 0.50%
+ Other expenses (legal, accounting, custodian, transfer agent, etc. )™ = 0.20%
+ Pre-incentive fee net investment income (investment income - (base management fee + other expenses)) = 2.00%
Pre-incentive net investment income exceeds hurdle rate, therefore there is an income incentive fee payable by us to our Adviser.
Incentive fee = 100% x pre-incentive fee net investment income in excess of the hurdle rate, based on the “catch-up” provision™
= 100% x (2.00% - 1.875%)
=0.125%
Alternative 3 — Assumptions
+ Investment income (including interest, dividends, fees, ete.) = 3.20%
+ Hurdle rate! = 1.875%
+ Base management fee'?' = 0.50%
+ Other expenses (legal, accounting, custodian, transfer agent, ete.)? = 0.20%
* Pre-incentive fee net investment income (investment income - (base management fee + other expenses)) = 2.50%
Pre-incentive net investment income exceeds hurdle rate, therefore there is an income incentive fee payable by us to our Adviser.
+ Incentive fee = 20% x pre-incentive fee net investment income, subject to “catch-up™®
+ Incentive fee = 100% x “catch-up™ + (20% x (pre-incentive fee net investment income - 2,34375%))
« Catch-up = 2.34375% - 1.875%
=046875%
+ Incentive fee = (100% x 0.46875%) + (20% x (2.50% - 2.34375%))
=046875% + (20% x 0.15625%)
=046875% + 0.03125%
=10.50% (or 20% of 2.50%)
(1) Represents 7.5% annualized hurdle rate.
(2) Represents 2.0% annualized base management fee.
(3) Excludes organizational and offering expenses.

(4) The “catch-up” provision is intended to provide our Adviser with an incentive fee of 20% on all of our pre-incentive fee net investment
income as if a hurdle rate did not apply when our net investment income exceeds 2.34375% in any calendar quarter.
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(*) The hypothetical amount of pre-incentive fee net investment income shown is based on a percentage of total net assets.
Example 2: Capital Gains Portion of Incentive Fee:
Alternative 1: Assumptions

Year 1: 320 million investment made in company A (“Investment A”) and $30 millien investment made in company B
(“Investment B™)

Year 2: Investment A sold for 350 million and fairmarket-value{"FMV"}. of Investment B determined to be $32 million

Year 3: FMV of Investment B determined to be 525 million

Year 4: Investment B sold for $31 million

The capital gains portion of the incentive fee would be:

Year 1: None

Year 2: Capital gains incentive fee of $6 million (S30 million realized capital gains on sale of Investment A multiplied by 20%;
no unrealized capital depreciation)

Year 3: None

Year 4: Capital gains incentive fee of $200,000 ($6.2 million ($31 million cumulative realized capital gains multiplied by 20%5)
less 56 million (capital gains fee paid in Year 2))

Alternative 2 — Assumptions
Year 1: 520 million investment made in company A (“Investment A™), $30 million investment made in company B (“Investment B™)
and 325 million investment made in company C (“Investment C")
Year 2: Investment A sold for 550 million, FMV of Investment B determined to be $25 million and FMV of Investment C determined
to be 325 million
Year 3: FMV of Investment B determined to be $27 million and Investment C sold for $30 million
Year 4: FMV of Investment B determined to be $35 million
Year 5: Investment B sold for $20 million
The capital gains incentive fee, if any, would be:
Year 1: None

Year 2: 35 million capital gains incentive fee (20% multiplied by 325 million ($30 million realized capital gains on Investment A less
55 million unrealized capital depreciation on Investment B)

Year 3: $1.4 million capital gains incentive fee ($6.4 million (20% multiplied by $32 million ($35 million cumulative realized capital
gains on Investment A and Investment C less 53 million unrealized capital depreciation on Investment B)) less 35 million capital
gains fee paid in Year 2)

Year 4: Capital gains incentive fee of $600,000 (37 million (335 million cumulative realized capital gains multiplied by 20%) less
$6.4 million (cumulative capital gain incentive fees paid in Year 2 and Year 3))

Year 5: None. (35 million (20% multiplied by $25 million (cumulative realized capital gains of S35 million less realized capital losses
of 310 million)) less $7.0 million cumulative capital gain incentive fees paid in Year 2, Year 3, and Year 4)

The returns shown are for illustrative purposes only and are all based on quarterly calculations. There is no guarantee that positive returns
will be realized and actual returns may vary from those shown in the examples above.

Payment of Qur Expenses

Our primary operating expenses are the payments of our general and administrative expenses, our fees and other expenses under our
Investment Advisory Agreement and any proposed administration agreement. The investment advisory fees compensate our Adviser for its
work in identifying, evaluating, negotiating, executing, monitoring and servicing our investments. Our Adviser pays our Sub-Adviser 50%
of all investment advisory fees it receives. Additionally, we are required to reimburse the actual expenses incurred by our Advisers or their
affiliates, or any third-party administrator in connection with the provision of Administrative Services (as opposed to investment advisory
services) to us, including the personnel and related employment direct costs and overhead of our Advisers or their affiliates, or any third-
party administrator. We will not reimburse for personnel costs in connection with services for which our Advisers or their affiliates, or any
third-party administrator, receive a separate fee.

130




Subject to the limitations included in the Investment Advisory Agreement and Sub-Advisory Agreement, we will bear all other expenses of
our operations and transactions, including certain fees and expenses relating to:

+ corporate and organizational expenses relating to the Offering, subject to certain limitations;

+ the actual cost of the persons performing the functions of Chief Financial Officer and Chief Compliance Officer and other
personnel engaged to provide such administrative services (including direct compensation costs including salaries, bonuses,
benefits and other direct costs associated therewith) and related overhead costs allocated by the Adviser to the Company in a
reasonable manner, without markups;

+ any amounts paid to third parties for Administrative Services;

+ the cost associated with the investigation and monitoring of our investments;

+  the cost of calculating our NAV per share, including third-party valuation firms;

+  the cost of effecting sales and repurchases of shares of our commaon stock and other securities;
+ management and incentive fees payable pursuant to the Investment Advisory Agreement;

+ fees payable to third parties relating to, or associated with, making investments and valuing investments (including third-party
valuation firms);

+ transfer agent and custodial fees, fees and expenses associated with marketing efforts (including attendance at investment
conferences and similar events);

+ federal and state registration fees;

+ any exchange listing fees;

= federal, state and local taxes;

+ independent directors’ fees and expenses;

+  brokerage commissions;

+  costs of proxy statements;

+ stockholders’ reports and notices;

+  costs of preparing government filings, including periodic and current reports with the SEC;
+ fidelity bond, liability insurance and other insurance premiums;

+  printing, mailing, long distance telephone and staff costs associated with the Company’s reporting and compliance obligations
under the 1940 Act and applicable federal and state securities laws;

+ fees and expenses associated with accounting, independent audits and outside legal costs; and

+ all other expenses incurred by our Advisers in performing their obligations subject to the limitations included in the Investment
Advisory Agreement and Sub-Advisory Agreement.

Management and Incentive Fee Waiver
O May- 32002 weandour Advisers entered-itoa-conditional-fee waiver agreementand subsequent amendments. pursuant ti-which, for
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et the time the corresponding fees we




On-Becember 30203 ~we-apreedto-the

We and our Adviser have entered into the 2013 and 2014 Expense Reimbursement Agreement—Under the 20 4H-xpense Reimbursement

MHWMMMMMHWWMWMWMW
or could M an Expmsc Suppcrt Paymcnt inorder to ahme r.hr: Operatmg Expensc Uhjectwe

the Operating l-.xpcnse Obje-ctwc in any quarter fol]owmg our receipt by-us-of an Expense Support Payment, Yaderthe 2044 ExpenseWe
may make any Relmbursemem MWMHMWMWMMM%

; : e : - reernent. Any l:xpense Support Payments that
remain unmlmbursed lhree ye.am aﬂer such paymzm will be pemmnemly wawed %Mémmﬂamhummﬂmmm&y—be

During the year ended December 31, 2014, we received an Expense Support Payment of $328,000, which the Adviser paid to us on October
30,2014, The Expense Support Payment from the Adviser of $328,000 may be reimbursed by us within a period not to exceed three years,
subject to approval by our board of directors. As discussed above, the reimbursement of this Expense Support Payment from us to the
Adviser is only permitted after the reimbursement of the Expense Support Payment of $153,000 that was made in 2013, As of December
31, 2014, none of these amounts have been approved for reimbursement by the board of directors,

Ml%@gﬁh&ukhﬂ%ﬁ_&.ﬂ_ﬁ%ﬂg_&%ﬁ%ﬂﬁ Cﬁnﬁmna].lnmm&.lu;mhr

repay our Advisers for previously waived reimbursement of Expense Support Payments mm
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base manngmcm fees or mc-:mw: l‘ecs um:ler certain circumstances. Th: prf:mcusb' wawadfbes a.rcmteimally snm-:ct 10 rcpaﬂnr.:ntby us,
if at all, within a period not to exceed three years from the date of each respective fee waiver. Thus, in any quarter where a surplus exists,

that surplus will be available, subject to approval of eurthe board of directors, to reimburse waived fees and Expense Support Payments as

follows:

1. First, to reimburse
Payments, bcgmmng with the earliest year eligible for reimbursement; and
2. Second to reimburse 2003 Expense Support Payments;

3—Fhirdterermmburse 204 Expense-Support-Payients:
2, 4-F¥eurhSecond, to reimburse all waived fees-related-to-prioevears, beginning with the earliest year eligible for

reimbursement.

Reimbursement of previously waived fees will only be permitted with the approval of our board of directors and if our operating expense
ratio is equal to or less than our operating expense ratio at the time the corresponding fees were waived and if the annualized rate of regular
cash_distributions_to_stockholders is_equal to_or_greater than the annualized rate of the regular cash distributions at_the time the

corresponding fees were waived,

For Ihu lh!’u. munths ended March 31, 2016 and 2015, the Company incurred base management fees ofappmmmabely $4.5 mjillon and
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$493,000 and $358 00(1. rcspcctwclynl ‘or the three months ended March 31, 2016 and 2015, the Advisers waived capital gains incentive
fees of 30 and S0, respectively, and subordinated incentive fees on income of approximately $493,000 and $358,000, respectively.
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For the three months ended March 31, 2016 and 2015, the Company did not record an accrual for any previously waived fees. Any future
reimbursement of previously waived fees to the Advisers will not be acerued until the reimbursement of the waived fees becomes probable
and estimable, which will be upon approval of the Company’s board of directors, To date, none of the previously waived fees has been
approved by the board of directors for reimbursement,

For the years ended December 31, 2015, 2014, and 2013, we incurred base management fees of approximately $15.5 million, $5.6 million,
and 5779,000, respectively, and our Advisers waived base management fees of 50, 5 1.8 million and 3779,000, respectively. Accordingly,
net of waivers, we paid base management fees of approximately $15.5 million for the year ended December 31, 2015, $3.8 million for the
year ended December 31, 2014 and no base management fees for the year ended December 31, 2013, For the years ended December 31,
2015, 2014, and 2013, we incurred capital gains incentive fees of approximately 50, 30 and $5,000, respectively, and subordinated incentive
fees on income of $2.6 million, $451,000, and S0, respectively. For the years ended December 31, 2015, 2014, and 2013, our Advisers
waived capital gains incentive fees of 50, 50 and $5,000, respectively, and subordinated incentive fees on income of $2.6 million, $451,000
and 50, respectively. During the years ended December 31, 2015, 2014 and 2013, we did not record an accrual for any previously waived
fees. Any reimbursement of previously waived fees to our Advisers will not be accrued until the reimbursement of the waived fees become
probable and estimable, which will be upon approval by our board of directors, To date none of the previously waived fees have been
approved by the board of directors for reimbursement. The table below presents the fees waived by the Advisers and the timing of potential
reimbursement of waived fees (dollars in thousands), Previously waived fees will only be reimbursed with the approval of our board of
directors and if the "operating expense ratio” (as described in footnote 3 to the table below) is equal to or less than our operating expense

greater than the annualized rate of our regular cash distributions at the time the corresponding fees were waived.

The table below presents the fees waived by the Advisers and the timing of potential reimbursement of waived fiees (dollars in thousands).
Previously waived fees will only be reimbursed with the approval of the Company’s board of directors and if the "operating expense ratio”
(as described in footnote 3 to the table below) is equal to or less than the Company’s operating expense ratio at the time the corresponding
fees were waived and if the annualized rate of the Company's regular cash distributions to stockhelders is equal to or greater than the
annualized rate of the Company's regular cash distributions at the time the corresponding fees were waived.

Subordinated Capital Gain
Management Fee ™ Incentive Fee Incentive Fee 0 Expense Support (0

Operating  Annualized  Eligible to
Quarter Repaid to Repaid to Repaid 1o Repaidto  Expense Distribution be Repaid
Ended Waivers Adviser @ Waivers Adviser ™ Waivers Adviser'®  Payments Adviser*'  Ratio % Rate 4 Through
63002012 % s 3 188 g $ - 5 $ 1.35% T.00% Expired
93v2012 § 97 5 — 5 528 — 3 R — ¥ — § — 1.97% T.00% Expired
1273172012 &8 104 5 — 5 51 8 — £ — £ — 5 — % — 2.96% T.00% 4-1:43-1-*-39‘*5
3312003 § 84S —§ —§5 —S —§ —§ —§5 — 186%  7.00% 33H20I6E
6302013 § 118§ $ $ s -§ - § $ 136%  700%  63020i6E
9302013 § 268 § e § = co g il S — 2% T00% 9302016
123172003 & 309§ — 8 — % — 5 58 — § 153 § — 049 T.00% 1203172016
3312014 8 306 % 3 M g $ - 5 $ 1.28% T.00% 33172017
6302014 5 548 8 — 5 — 3 — 3 — § — ¥ — § — 1.28% T.00% 6/30/2017
93072014 5 B21 S — 5 — 5 — £ — £ — 5 328§ — 1.23% T.00% 9/30/2017
12/31/2014 § 148 % — & 4513 — % — % — 3 — 5 —_ 1.70%6 T.00% 1243102017
3312015 8§ H £ 358% b - § b3 $ 1.78% T.18% 3/31/72018
6302015 § — % — 5 9308 — § — 5 — 3 —§ - 1.69% T07% 6/30/2018
93N2015 8 — 5 — % 1558 — § — 8 — % — 5 —  21% T.07% 9/30/2018
12312015 § =% = § L9 = = =i = 227% @ 178% 12310018
332016 § =% =% 49} = =0 = =3 = L83% 8.14% 331/2019

(1) Fees waived purssant o the Conditional Fee Waiver Agreement and Expense Support Payments pursuant to the 2013 and 2014 Expense
Reimbursement Agreements.

(2)  Subject to the approval of the Company 's board of directors, in future periods, previously waived fees may be paid to the Advisers, if the Company’s
cumulative net ingrease in netassets resulting from operations exceeds the amount of cumulative distributions paid to stockholders. The previously
waived fees are potentially subject to repayment by the Company, if at all, within a period not to exceed three years from the date of each respective
fiee waiver, To date, none of the previously waived fees and Expense Support Paymenis has been approved for reimbursement by the Company’s
board of directors,

(3) The “Operating Expense Ratio™ is calculated on a quarterly basis as a percentage of average net assets and includes all expenses borne by the
Company, except for base management and incentive fees and administrative expenses waived by the Advisers and organizational and offering
expenses, For the quarter ended December 31, 2013, expenses have been reduced by $153,000, the amount of the Expense Support Payment received
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received in 2013 from the Adviser. For the quarter ended September 30, 2014, expenses have been reduced by 3328,000, which Expense Support
Payment was received from the Adviser on October 30, 2014,
(4) ‘"Armuall:'xd Distribution Ralt"tquals 50.00191781 per share, per day. = fewesl Paesbrsbatioen Hate' dhees sk inebide the spectal stock
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Pursuant to the Investment Advisory Agreement and Sub-Advisory Agreement, we are required to pay or reimburse the Advisers for
administrative services expenses, which include all costs and expenses related to theour day-to-day administration and management of the
Company not related to advisory services, The Advisers do not earn any profit under their provision of administrative services to the

Company. QnAﬁFMé.—lQlé.—lheAMem&tM maivernl‘ reimbursement nt‘mlmim’ st iv‘em&nﬁmnﬁq.—ml-j

e%ﬁeﬂw.rﬂwe&gh—l;'eeeﬂ%er—u—‘%—s-l or the threc— months ended September 30,204 5-and 20404 weMarch 31, 2016 and 2015, the
‘Ccnmpﬂu}r mcurred and the Adwsers waived the reimbursement of, admlnlsrratwe services expenses of SSLT—DGO—&né—SlJ—Lm

: i appmxnna]r.ly £533, 000 smd $437,000, ruspcctwcly For the
years ended December 31, 3@4—4—"04—32015 2014 and 10-1-1-20]3 we incurred, and the Advisers waived the reimbursement of,
administrative services expenses of approximately $2.0 million, $1.5 million-$4-8-mithen-and $438.000 respeetively and $1.0 million,
respectively, On May 9, 2016, we and the Advisers agreed 10 an amendiment to the 2014 Expense Reimbursement Agreement, which
cxtendcd the periud for waiver of reimbursement of administrative exp-euses acu:rued pursuam to tlle Luvesr.menmdwsoryﬂgreemem and
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The table below presents the administrative services expenses waived by the Advisers (dollars in thousands).

Administrative Services
Operating Fxpcnu. Annualized Distribution
Quarter Ended Waivers Repaid to Adviser Ratio!! Rae 12 Eligible 10 be Repaid Through ™
6/30/2012 H 5% — 1.35% 7.00% Not Eligible to be Repaid
93062012 ] 129 3 _ 1.97% T.00%% Naot Eligible to be Repaid
12/31/2012 § 284 8 2.96% T.00%% Not Eligible to be Repaid
33172013 3 2338 e 1.86% T.00%% Not Eligible to be Repaid
6/30/2013 ] 225 — 1.36% T.00%% Mot Eligible to be Repaid
932013 $ 234 8 1.22% T.00%% Not Eligible to be Repaid
123172013 H 329 % — 0.49% 7.00%% Not Eligible to be Repaid
3312014 H 3298 — 1.28% 7.00% Not Eligible to be Repaid
63002014 ] 385 8 _ 1.28% T.00%% Naot Eligible to be Repaid
9302014 § 3718 1.23% T.00%% Not Eligible to be Repaid
12/31/2014 3 412 5 e 1.70% T.00%% Not Eligible to be Repaid
312015 8 4375 — 1.78% T.18% Mot Eligible to be Repaid
63002015 5 480 5 - 1.69% T0M% Mot Eligible to be Repaid
9I3N2015 H 517% — 2.11% 7.07% Not Eligible to be Repaid
1203172015 5 603 § = 2.27% L78% Not Eligible to be Repaid
3312016 5 5333 = L83% £.14% Not Eligible to be Repaid

(1) The “Operating Expense Ratio™ is calculated on a quarterly basis as a percentage of average net assets and includes all expenses bome by the
Comperyus, except for base management and incentive fees and administrative expenses waived by the Advisers and organizational and offering
cxpenses, For the quarter ended December 31, 2013, expenses have been reduced by $153,000, the amount of the Expense Support Payment received
in 2013 from the Adviser. For the quarter ended September 30, 2014, expenses have been reduced by $328,000, which Expense Support Payment was
received from the Adviser on October 30, 2014,

(2) “Annualized Distribution Rate” equals $0.00191781 per share, per day. =4 beestl Ehestrsbatiom Kot dises sob inehudde the specil stock
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(3) The Advisers have agreed to permanently waive reimbursement by the Company of administrative expenses through Beeember 32005 June 30,

2016, The administrative expenses are waived on a quarterly basis and are not eligible for future reimbursement from the Company to the Advisers,

Duration and Termination
Each of the Investment Advisory Agreement and the Sub-Advisory Agreement was approved by our board of directors enin May 34-2012

2012 and became effective enin June-4; 2012, which is the date the regisiration statement for the Initial Offering was declared effective.
Unless earlier terminated as described below, the Investment Advisory Agreement and Sub-Advisory Agreement will remain in effect from
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from year to year thereafter if approved annually by (i) the vote of our board of directors, or the affirmative vote of stockholders entitled to
to cast at least a majority of the votes entitled to be cast on the matter, and (i) the vote of a majority of our directors who are not “interested
“interested persons™ of the Company, as defined in Section 2(a)(19) of the 1940 Act. The board of directors, including a majority of our
directors who are not "interested persons” of the Company concluded that the investment advisory and sub-advisory fee rates and terms are
are fair and reasonable in relation to the respective services provided and unanimously approved the renewal of the Investment Advisory
and Sub-Advisory Agreements enin May 428452016 for a one year period. In reaching a decision to approve the Investment Advisory
Agreement and Sub-Advisory Agreement, the board of directors reviewed a significant amount of information and considered, among other
other things:

+ _the nature, extent and quality of services provided to us by our Advisers;
= __our relative investment performance;

+  the fees paid by other comparable BDCs; and

+___various other matters.

An affirmative vote of the holders of a majority of our outstanding voting securities is also necessary in order to make material amendments
to the Investment Advisory Agreement. Each of the Investment Advisory Agreement and Sub-Advisory Agreement will automatically
terminate in the event of its assignment (as such term is defined in the 1940 Act). As required by the 1940 Act, the Investment Advisory
Agreement and Sub-Advisory Agreement provide that we may terminate the agreement without penalty upon 60 days written notice to the
Adviser or Sub-Adviser, as applicable. Our Adviser may voluntarily terminate the Investment Advisory Agreement upon 120 days’ notice
prior to termination and must pay all expenses associated with its termination. Our Sub-Adviser may voluntarily terminate the Sub-
Advisory Agreement upon 60 days’ notice prior to termination and must pay all expenses associated with its termination.

Under the terms of the Investment Advisory Agreement and Sub-Advisory Agreement, if either of the Investment Advisory Agreement or
Sub-Advisory Agreement is terminated or not renewed, then the other agreement will also terminate on the effective date of such
termination or non-renewal. In addition, under the terms of the Sub-Advisory Agreement and the Investment Advisory Agreement, in the
event either the Investment Advisory Agreement or the Sub-Advisory Agreement terminates because we terminate or fail to renew either
agreement, neither the Adviser, the Sub-Adviser nor any of their affiliates may, except in certain limited circumstances, be re-engaged as
Adviser or Sub-Adviser for a period of three years following the date of such termination without the consent of the party not seeking to be
re-engaged.

Indemnification

The Investment Advisory Agreement and Sub-Advisory Agreement provide that our Adviser and Sub- Adviser and their respective officers,
directors, controlling persons and any other person or entity affiliated with them acting as our agent will not be entitled to indemnification
for any liability or loss suffered by such indemnitee, nor will such indemnitee be held harmless for any loss or liability suffered by us,
unless (1) the indemnitee has determined, in good faith, that the course of conduct which caused the loss or liability was in the best interests
of the Company; (ii) the indemnitee was acting on behalf of or performing services for the Companys; (iii) such liability or loss was not the
result of negligence or misconduct by the indemnitee; and (iv) such indemnification or agreement to hold harmless is recoverable only owt
of the Company’s net assets and not from stockholders. In addition, the indemnitee will not be indemnified for any losses, liabilities or
expenses arising from or out of an alleged violation of federal or state securities laws unless one or more of the following conditions are
met: (i) there has been a successful adjudication on the merits of each count involving alleged securities law violations as to the particular
indemnitee; (i) such claims have been dismissed with prejudice on the merits by a court of competent jurisdiction as to the particular
indemnitee; or (iii) a court of competent jurisdiction approves a settlement of the claims against a particular indemnitee and finds that
indemnification of the settlement and related costs should be made, and the court of law considering the request for indemnification has
been advised of the position of the SEC and the published position of any state securities regulatory authority in which our securities were
offered or sold as to indemnification for violations of securities laws.

Fiduciary Duty of Investment Adviser

Under the terms of our Investment Advisory Agreement, our Adviser has a fiduciary responsibility for the safekeeping and use of all of our
funds and assets, whether or not in our Adviser’s immediate possession or control. Qur Adviser may not employ, or permit another to
employ, such funds or assets in any manner exeept for our exclusive benefit. In addition, our Adviser may not, by entry into an agreement
with any stockholder of the Company or otherwise, contract away the fiduciary obligation owed to us and our stockhelders under common
law.

No Exclusive Agreement

Under the terms of the Investment Advisory Agreement, our Adviser may not be granted an exclusive right to sell or exclusive employment
employment to sell assets for us,
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Prohibition Against Rebates, Kickbacks and Reciprocal Arrangements

Under the terms of the Investment Advisory Agreement, our Adviser may not (A) receive or accept any rebate, give-up or similar
arrangement that is prohibited under applicable federal or state securities laws, (B) participate in any reciprocal business arrangement that
would circumvent provisions of applicable federal or state securities laws governing conflicts of interest or investment restrictions, or (C)
enter into any agreement, arrangement or understanding that would circumvent the restrictions against dealing with affiliates or promoters
under applicable federal or state securities laws. In addition, our Adviser may not directly or indirectly pay or award any fees or
commissions or other compensation to any person or entity engaged to sell our stock or give invesiment advice to a potential stockholder.
However, our Adviser may pay a registered broker-dealer or other properly licensed agent from sales commissions for selling or distributing
our common stock.

Commingled Funds

Under the terms of the Investment Advisory Agreement, our Adviser may not permit or cause to be permitted our funds to be commingled
with the funds of any other entity. Nothing, however, will prohibit our Adviser from establishing a master fiduciary account pursuant to
which separate sub-trust accounts may be established for the benefit of affiliated programs, provided that our funds are protected from the
claims of other programs and creditors of such programs.

Limitations on Reimbursement of Expenses

Qur charter provides that we may reimburse the Adviser for the cost of Administrative Services performed by it on our behalf; provided,
however, the reimbursement will be an amount equal to the lower of the Adviser's actual cost or the amount we would be required to pay
third parties for the provision of comparable administrative services in the same geographic location; and provided, further, that such costs
are reasonably allocated to us on the basis of assets, revenues, time records or other methods conforming with seneralby-aceepted
aeeotntngprineplesGAAP. No reimbursement is permitted for services for which the Adviser is entitled to compensation by way of a
separate fee,

ADMINISTRATIVE SERVICES

At this time, our Advisers provide Administrative Services to us under the Investment Advisory Agreement and Sub-Advisory Agreement,
Exeept to the extent waived, our Advisers are reimbursed for the cost of the Administrative Services as well as personnel and related
employment direct costs and overhead of our Advisers that they deliver on our behalf. In the future, however, we may decide to enter into a
separale administration agreement with affiliates of the Advisers or a third party administrator, pursuant to which we would pay our
administrator for administrative expenses it incurs on our behalf, Such administration agreement would provide that the administrator is
responsible for furnishing us with office facilities, equipment, clerical, bookkeeping and record keeping services at such facilities. We
anticipate that, under any administration agreement, the administrator would perform, or oversee the performance of, our required
Administrative Services, which would include being responsible for the financial records which we are required to maintain and preparing
reports to our stockholders. In addition, we expect that our administrator would assist us in determining and publishing our NAV,
overseeing the preparation and filing of our tax retumns and the printing and dissemination of reports to our stockholders, and generally
overseeing the payment of our expenses and the performance of administrative and professional services rendered to us by others. We
expect that payments under the administration agreement would be equal to an amount based upon our allocable portion of our
administrator’s overhead in performing its obligations under the administration agreement, including rent and our allocable portion of the
cost of our Chief Compliance Officer and Chief Financial Officer and their respective staffs. We anticipate that, under the administration
agreement, the administrator would also provide on our behalf managerial assistance to those portfolio companies to which we are required
to provide such assistance. We anticipate that the administration agreement would be able to be terminated by either party without penalty
upon 60 days® written notice to the other party.

We expect that the administration agreement would provide that, absent willful misfeasance, bad faith or negligence in the performance of
its duties or by reason of the reckless disregard of its duties and obligations, our administrator and its officers, manager, partners, agents,
employees, controlling persons, members and any other person or entity affiliated with it would be entitled to indemnification from the

Company for any damages, liabilities, costs and expenses (including reasonable attormeys’ fees and amounts reasonably paid in settlement)
arising from the rendering of administrator’s services under the administration agreement or otherwise as administrator for the Company.

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Our Advisers
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Qur Adviser, HMS Adviser, is a Texas limited partnership formed on April 13, 2012 that is registered as an investment adviser under the
Advisers Act. Our Adviser is wholly-owned by Hines. Hines is indirectly owned and controlled by Gerald D. Hines and Jeffrey C. Hines.
Our Chief Financial Officer and Chief Compliance Officer and the other investment professionals may also serve as principals of other
investment managers affiliated with our Adviser or Hines that may in the future manage investment funds with an investment objective
similar to ours,

Main Street and an investor in our initial formation transaction that is an affiliate of Hines (the “Hines Investor™) have entered into a letter
agreement pursuant to which the Hines Investor has the right to sell to Main Street up to one-third of its equity interest in the Company ata
price per share equal to the then-current price to the public in the Offering (less the selling commissions and Dealer Manager fee of 10%) at
the time of exercise of the right. The Hines Investor may exercise the right from time to time, in whole or in part, subject only to the
condition that immediately following Main Street’s purchase, Main Street’s ownership would not exceed the limits on investment company
ownership of other investment companies as set forth in the 1940 Act,

Any transaction with our affiliates must be fair and reasonable to us and on terms no less favorable than could be obtained from an
unaffiliated third party and must be approved by a majority of the directors that have no financial interest in the transaction and a majority
of such directors that are not interested persons of the Company.

We have entered into our Investment Advisory Agreement with our Adviser pursuant to which we pay our Adviser a fee for its services
consisting of two components — a management fee and an incentive fee, The management fee is calculated at an annual rate of 2.0% of our
average gross assets, The term “gross assets” means all assets of the Company, including cash, cash equivalents and the Company’s
borrowings that are used for investment purposes. The incentive fee consists of two parts, The first part, which is referred to as the
subordinated incentive fee on income, is calculated and payable quarterly in arrears and equals 20.0% of our pre-incentive fee net
investment income for the immediately preceding quarter, expressed as a quarterly rate of return on adjusted capital at the beginning of the
most recently completed calendar quarter, exceeding 1.875% (or 7.5% annualized), subject o a “catch up™ feature. For purposes of this fee,
adjusted capital means cumulative gross proceeds generated from sales of our common stock (including proceeds from our distribution
reinvestment plan) reduced for non-liquidating distributions, other than distributions of profits, paid to our stockholders and amounts paid
for share repurchases pursuant to our share repurchase program. The second part of the incentive fee, which is referred to as the incentive
fee on capital gains, is an incentive fee on realized capital gains earned from the portfolio of the Company and is determined and payable in
arrears as of the end of each calendar year (or upon termination of the Investment Advisory Agreement). This fee equals 20.0% of our
incentive fee capital gains, which equals our realized capital gains on a cumulative basis from inception, calculated as of the end of each
calendar year, computed net of all realized capital losses and unrealized capital depreciation on a cumulative basis, less the aggregate
amount of any previously paid capital gain incentive fees.

The Sub-Advisory Agreement among our Adviser, Main Street, MSC Adviser and us provides that our Sub-Adviser will receive 50% of all
fees payable to our Adviser under the Investment Advisory Agreement.

Additionally, pursuant to our Investment Advisory Agreement, to the extent necessary, our Adviser, with the assistance of our Sub-Adviser,
provides certain administrative services in connection with the proper conduct and operation of our business, including legal, accounting,
tax, insurance and investor relation services, to us. Except to the extent waived, we are required to reimburse our Advisers for the actual
cost of the administrative services they provide. We are also required to reimburse our Advisers for the actual expenses they or their
affiliates, or any third-party administrator incur in connection with the provision of administrative services to us, including the personnel
and related employvment direct costs and overhead of our Advisers or their affiliates, or any third-party administrator for provision of
administrative services (as opposed to investment advisory services). We are not required to reimburse our Advisers for personnel costs in
connection with services for which our Advisers or their affiliates, or any third-party administrator receives a separate fee.

The Investment Advisory Agreement provides that our Advisers and their respective officers, directors, controlling persons and any other
person or entity affiliated with them acting as our agent shatbbeare entitled to indemnification (including reasonable attomeys” fees and
amounts reasonably paid in settlement) for any liability or loss sutfered by such indemnitee, and such indemnitee shallwill be held harmless
for any loss or liability suffered by us, if (i) the indemnitee has determined, in good faith, that the course of conduct which caused the loss
or liability was in the Company’s best interests, (i} the indemnitee was acting on behalf of or performing services for the Company, (iii) the
liability or loss suffered was not the result of negligence, willful malfeasance, bad faith or misconduet by the indemnitee or an affiliate
thereof acting as the Company’s agent and (iv) the indemnification or agreement to hold the indemnitee harmless is only recoverable out of
the Company’s net assets and not from the Company’s stockholders.

Ms. Schugart is the Chairman, President and Chief Executive Officer of the Company and is the President and Chief Executive Officer of

the general partner of our Adviser. Similarly, Mr. Sims, Mr. Covington, and Mr. Maxwell are the Chief Financial Officer and Secretary,
Chief Accounting Officer and Treasurer, and Chief Compliance Officer of the Company, respectively, and hold the same positions with the
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the general partner of our Adviser or with our Adviser, as applicable. Officers of the general partner of our Adviser and of our Adviser
receive a benefit from the fees paid to our Adviser pursuant to the Investment Advisory Agreement.

Our stockholders and our board of directors, which consists of a majority of non-interested directors, has approved the Investment Advisory
Agreement and the Sub-Advisory Agreement, including the fees paid pursuant to each such agreement.

Adtiliated Dealer Manager
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arganizational and oftering expenses. For the quaner ended December 34, 2003 expenses have been reduced by S F33.000, the amount

S—Annualized-Pistribution-Rate ™ equals S0.00091- 78 - per share per-day-(which-represents-an-annualized-distribution-yield-o £ 7000,

Rate™ does ot ine{u(le-lh&special-ﬁl(t@k--dwi-dt'n-d-pni(l-t(-)-simklhﬂdfrs-m\-ﬁeﬁlen‘;hei--l-'1»_- 2042
Allocation of HMS Adviser’s Time

We rely, in part, on HMS Adviser to manage our day-to-day activities and to implement our investment strategy. Our Adviser and certain of
its affiliates are presently, and plan in the future to continue to be, involved with activities which are unrelated to us. Additionally, except
for certain restrictions on our Adviser set forth in the Sub-Advisory Agreement, our Adviser and its affiliates are not restricted from forming
additional investment funds, from entering into other mvestment advisory relationships or from engaging in other business activities, even
though such activities may be in competition with us and/or may involve substantial time and resources of our Adviser. As a result of these
activities, our Adviser, its employees and certain of its affiliates will have conflicts of interest in allocating their time between us and other
activities in which they are or may become involved. Therefore, our Adviser, its personnel, and certain affiliates may experience conflicts of
interest in allocating management time, services, and functions among us and any other business ventures in which they or any of their key
personnel, as applicable, are or may become involved. This could result in actions that are more favorable to other affiliated entities than to
us. However, our Adviser believes that it and its affiliates have sufficient personnel to discharge fully their responsibilities to all activities in
which they are involved.

Allocation of the Sub-Adviser’s Time

We rely on the Sub-Adviser to identify investment opportunities, perform, or cause to be performed, due diligence procedures and provide
due diligence information to our Adviser, monitor our investment portfolio and make investment recommendations to our Adviser, as well
as provide ongoing portfolio management services to the Adviser with respect to our investment portfolio, The Sub-Adviser, its affiliates
and their respective members, partners, officers and employees will devote as much of their time to our activities as they deem necessary
and appropriate. Except for certain restrictions on the Sub-Adviser set forth in the Sub-Advisory Agreement, the Sub-Adviser and its
affiliates are not restricted from forming additional investment funds, from entering into other investment advisory relationships or from
engaging in other business activities, even though such activities may be in competition with us and/or may involve substantial time and
resources of the Sub-Adviser. These activities could be viewed as creating a conflict of interest in that the time and effort of the members of
the Sub-Adviser, its affiliates and their officers and employees are not devoted exclusively to our business but will be allocated between us
and the management of Main Street’s assets,

Alfiliated Dealer Manager

We have engaged Hines Securities, Inc., an affiliate of Hines, as our Dealer Manager and pay fees to such entity pursuant to the Dealer
Manager agreement, Under the terms of the Dealer Manager agreement, Hines Securities, Inc, acts, and will continue to act, as our
exclusive Dealer Manager until the end of our Offering or until the Dealer Manager agreement is terminated by us or them.

Management and Incentive Fee Waiver

From time to time, our Advisers may waive certain fees accrued under the Investment Advisory Agreement and the Sub-Advisory
Agreement, as applicable, and our Adviser may pay to us Expense Support Payments. We may reimburse such waived fees and Expense
Support Payments within three yvears from the date of each respective fee waiver and from the date that each respective Expense Support
Payment was determined. For more information on our fee waivers and expense reimbursements, see the section entitled “Investment
Advisory and Administrative Services Agreement - Management and Incentive Fee Waiver” included elsewhere in this prospectus,

Co-Investment

Asa BDC, we are subject to certain regulatory restrictions in making our investments, including limitations on our ability to co-invest with
certain affiliates. However, we received exemptive relief from the SEC that permits us, subject to certain conditions, to co-invest with Main
Street in certain transactions originated by Main Street and/or our Advisers. The exemptive relief permits us, and certain of our directly or
indirectly wholly owned subsidiaries on one hand, and Main Street, and/or certain of its affiliates, on the other hand, to co-invest in the
same investment opportunities where such imvestment would otherwise be prohibited under Section 57(aj4) of the 1940 Act.

We expect that co-investments between us and Main Street will be the norm rather than the exception, as substantially all potential co-
co-investments that are appropriate investments for us should also be appropriate investments for Main Street, and vice versa. Limited
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exceptions to co-investing will be based on available capital, diversification and other relevant factors. Accordingly, our Sub-Adviser treats
treats every potential investment in LMM securities evaluated by Main Street as a potential investment opportunity for us, determines the
the appropriateness of each potential investment for co-investment by us, provides to our Adviser, in advance, information about each
potential investment that it deems appropriate for us and proposes an allocation between us and Main Street. If our Adviser deems such
potential co-investment transaction and proposed allocation appropriate for us, our Adviser will present the transaction and the proposed
allocation o the seeasher s hemd-ob directoradie e d b mieresied perssere el e o M Shoctmmd e 2D adie deom-bave o
financial interest i the proposed ransaction or the propesed. portfolio company, wlich directors are referred 1o as “Lhigible
Bireetors"Eligible Directors, Our Sub-Adviser will present the transaction and the proposed allocation for Main Street to the Eligible
Directors of the Main Street board of directors. Each board of directors, including a majority of the Eligible Directors of each board of
directors, will approve each proposed co-investment transaction and the related allocation prior to the consummation of any co-investment
co-investment transaction. No independent director on our board of directors or Main Street’s board of directors will have any direct or
indirect financial interest in any co-investment transaction or any interest in any related portfolio company, other than through an interest (if
(ifany) in our or Main Street’s securities, as applicable. Additional information regarding the operation of the co-investment program is set
set forth in the order granting exemptive relief, which may be reviewed on the SEC's website at www.sec.gov.

In addition to the co-investment program described above and in the exemptive relief, we may continue to co-invest in syndicated deals and
secondary loan market transaetionspurchases in accordance with applicable regulatory guidance or interpretations, which may include
instances where price is the only negotiated point.

Appraisal and Compensation

Qur charter provides that, in connection with any transaction involving a merger, conversion or consolidation, either directly or indirectly,
involving us and the issuance of securities of a surviving entity afier the suecessful completion of such transaction, or “roll-up,” an
appraisal of all our assets will be obtained from a competent independent expert which will be filed as an exhibit to the registration
statement registering the roll-up transaction. Such appraisal will be based on all relevant information and shallwill indicate the value of our
assets as of a date immediately prior to the announcement of the proposed roll-up. The engagement of such independent expert will be for
the exclusive benefit of the Company and our stockholders. A summary of such appraisal will be included in a report to our stockholders in
connection with a proposed roll-up. All stockhelders will be afforded the opportunity to vote to approve such proposed roll-up, and
shatwill be permitted to (a) accept the securities of a roll-up entity offered in the proposed roll-up; or (b) one of the following: (i) remain as
holders of common stock preserving their interests therein on the same terms and conditions as existed previously; or (ii) receive cash inan
amount of such stockholder’s pro rata share of the appraised value of our net assets.

Sales and Leases to Company

Our charter provides that, except as otherwise permitted under the 1940 Act, the Company may not purchase or lease assets in which our
Adviser or any of its affiliates has an interest unless all of the following conditions are met: {a) the transaction occurs at the formation of the
Company and is fully disclosed to the stockholders in a prospectus or in a periodic report; and (b) the assets are sold or leased upon terms
that are reasonable to the Company and at a price not to exceed the lesser of cost or FMV as determined by an independent expert.
However, our Adviser may purchase assets in its own name (and assume loans in connection) and temporarily hold title, for the purposes of
facilitating the acquisition of the assets, the borrowing of money, obtaining financing for the Company, or the completion of construction of
the assets, so long as all of the following conditions are met: (i) the assets are purchased by the Company at a price no greater than the cost
of the assets 1o our Adviser; (ii) all income generated by, and the expenses associated with, the assets so acquired will be treated as
belonging to the Company: and (iii) there are no other benefits arising out of such transaction to our Adviser apart from compensation
otherwise permitted by the NASAA Omnibus Guidelines.

Sales and Leases to the Adviser, Directors or Affiliates

Our charter provides that the Company may not sell assets to our Adviser or any affiliate thereof unless such sale is duly approved by the
holders of shares of stock entitled to cast a majority of all the votes entitled to be cast on the matter. The Company may not lease assets to
our Adviser or any affiliate thereof unless all of the following conditions are met: (a) the transaction is fully disclosed to the stockholders in
a periodic report filed with the SEC or otherwise; and (b) the terms of the transaction are fair and reasonable to the Company.

Loans

Our charter provides that, except for the advancement of indemnification funds, no loans, credit facilities, credit agreements or otherwise
may be made by the Company to our Adviser or any of its affiliates.

Commissions on Financing, Refinancing or Reinvestment
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Qur charter provides that the Company generally may not pay, directly or indirectly, a commission or fee to our Adviser or any affiliate
thereof in connection with the reinvestment of profits and available reserves or of the proceeds of the refinancing of assets.

Lending Practices

Our charter provides that; any adviser may not provide financing with a term in excess of 12 months for the Company, and with respect to
financing made available to the Company by any adviser, such adviser may not receive interest in excess of the lesser of such adviser’s cost
of funds or the amounts that would be charged by unrelated lending institutions on comparable loans for the same purpose. An adviser may
not impose a prepayment charge or penalty in connection with such financing and such adviser may not receive points or other financing
charges.-In addition. an adviser will be prohibited from providing financing with-a terat in excess of 12 months for the Company.

CONTROL PERSONS AND PRINCIPAL STOCKHOLDERS

After this Offering, no person will be deemed to control us, as such term is defined in the 1940 Act. The following table sets forth, as of the
date of this prospectus, information with respect to the beneficial ownership of our common stock by:

+ ¢ach person known to us to beneficially own more than 3% of the outstanding shares of our common stock;
+ gach of our directors and each officer; and

+ all of our directors and officers as a group.

Beneficial ownership is determined in accordance with the rules of the SEC and includes voting or investment power with respect to the
securities. There is no common stock subject to options that are currently exercisable or exercisable within 60 days of the Offering.

Unless otherwise indicated, all shares of common stock are owned directly and the named person has sole voting and investment power.
None of the shares of common stock beneficially owned by our officers or directors has pledged as security for an obligation.

Shares Beneficially Owned as of

Beeember 32005 August 11, 2016

Fercentage Percentage Assuming Maximum
Name and Address'" Number of Current Ownership” Amount is Purchased
Other Interested Persons:
HMS Investor LLC #61,323.81 L381L.24% ¥
Interested Directors:
Curtis-=Nicholas T. HarmenMeserve — — —
Sherri W. Schugart HeHH-H23,882, » *
Independent Directors:
Peter Shaper — = =
John . Nigmann, JIr. 2—1%&9.—!—526.06‘5“. * *
Gregory R, Geib — — —
Officers (that are not directors):
Ryan T. Sims HH53.788,776.37 * ¥
David M. Covington 3,156.57
Jason P Maxwell — — —
All officers and directors as a group (eight persons) Ms‘u% L ¥

* Amount represents less than 1.0%.

(1) Except for Cortisb—HartrmanNicholas T. Meserve, the address of each beneficial owner is ¢/o HMS Income Fund, Inc., 2800 Post Oak Boulevard,

Suite 5000, Houston, Texas TT056-6118. Mr. Harsas Meserve's address is o/o Main Street Capital Corporation, 1300 Post Oak Boulevard, Suite 800,
Houston, Texas 77056-6118.

{2) Based on atotal of 62.382.04569,719,166 shares of our Common Stock issued and outstanding on Peeember- 242045, August 11, 2016,

{3) Hines Investment Holdings Limited Partnership is the 92% member of HMS Investor LLC and, as such, has voting and dispositive power over the
861,323.81 shares owned by HMS Investor LLC. JCH Investments, Inc. is the general partner of Hines Investment Holdings Limited Partnership and, as
such, shares voting and dispositive power over the 861,323.81 shares held by HMS Investor LLC. As a result of his position at JCH Investments, Inc.,
Jeffrey C. Hines also shares voting and dispositive power over the 861,323.81 shares held by HMS Investor LLC.




Th

e following table sets forth, as of the-date-efthis-prospeetus:December 31, 2015, the dollar range of our equity securities that is

beneficially owned by each of our directors,

(1)

(2)
3
4)

MName and Address!! Dollar Range of Equity Securities Beneficially Owned! 24344
Interested Directors:
CurisENicholas T. HarimanMeserve None
Sherri W. Schugart Owver§S0,001 - $100,000
Independent Directors:
Gregory R, Geib None
John O, Niemann, Ir. Over $100,000
Peter Shaper None
Except for Cuetis-—HartmanNicholas T, Meserve, the address of each of our directors is ¢/o HMS Income Fund, Inc., 2800 Post Oak Boulevard,

Suite 5000, Houston, Texas 77056-6118. Mr, Hartman Meserve's address is ¢/o Main Street Capital Corporation, | 300 Post Oak Boulevard, Suite
800, Houston, Texas T7056-6118.

Beneficial ownership has been determined in accordance with Rule 16a-1(aM2) of the Exchange Act.

The dollar range of equity securities beneficially owned by our directors is based on the current offering price of $9:558,90 per share,

The dollar range of equity securities beneficially owned is: None, 1 - $10,000, $10,001 - $50,000, 850,001 — $100,000, or over S100,000.
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DISTRIBUTION REINVESTMENT PLAN

Subject to our board of directors’ discretion and applicable legal restrictions, our board of directors intends to authorize, and we intend to
declare, ordinary cash distributions quarterly and pay such distributions on a monthly basis. We have adopted an “opt in” distribution
reinvestment plan pursuant to which you may elect to have the full amount of your cash distributions reinvested in additional shares of our
stock. If you elect to “opt in” to the distribution reinvestment plan, we will apply all cash distributions, other than designated special
distributions, including distributions paid with respect to any full or fractional shares of common stock acquired under the distribution
reinvestment plan, to the purchase of the shares of common stock for you directly, if permitted under state securities laws and, if not,
through our Dealer Manager or soliciting dealers registered in the your state of residence. Designated special distributions are cash or other
distributions designated as designated special distributions by our board of directors. For example, if our board of directors authorizes, and
we declare, a cash distribution, then if you have “opted in” to our distribution reinvestment plan you will have your cash distributions
reinvested in additional shares of our common stock, rather than receiving the cash distributions, Shares issued pursuant to our distribution
reinvestment plan will be issued on the first day following the completion of the month to which they relate. Your reinvested distributions
will purchase shares at a price equal to the current price that shares are sold in the Offering on such date minus the sales load. In the event
that this Offering is suspended or terminated, then the reinvestment purchase price will be the NAV per share. Shares issued pursuant to our
distribution reinvestment plan will have the same voting rights as our shares of common stock offered pursuant to this prospectus.

If you own shares of our common stock and have received this prospectus, you may elect to become a participant in the distribution
reinvestment plan by completing and executing a subscription agreement, an enrollment form or any other appropriate authorization form
that we provide. If we receive a properly completed subscription agreement or other appropriate authorization form within 10 days prior 1o
the next distribution date, your participation in the distribution reinvestment plan will begin with the next distribution payable after receipt
of a your subscription, enrollment or authorization form. Otherwise, we reserve the right to commence your participation in the distribution
reinvestment plan beginning with the following distribution payable. Shares of common stock will be purchased under the distribution
reinvestment plan on the date that we pay distributions. If vou elect to participate in the distribution reinvestment plan and you fail to meet
the applicable income and net worth standards or are no longer able to make the other investment representations or warranties set forth in
the then-current prospectus, you are expected to promptly notify us and your broker, financial advisor or investor representative in writing
of the change and to terminate your participation in the distribution reinvestment plan. The ultimate responsibility, however, for
determining suitability belongs to us and/or our broker-dealers or investment advisers.

We intend to use newly issued shares to implement the plan. The number of shares we will issue to you is determined by dividing the total
dollar amount of the distribution payable to you by a price equal to the current price that the shares are sold in the Offering on such date
minus the sales load. In the event that the Offering is suspended or terminated, then the reinvestment purchase price will be the NAV per
share of common stock.

Pursuant to the NASAA Omnibus Guidelines, the distribution reinvestment plan must be operated in accordance with federal and state
securities laws. Mo sales commissions or fees may be deducted directly or indirectly from reinvested funds by the Company. The
reinvestment funds must be invested into common stock of the Company. Where required by law, investors must receive a prospectus
which is current as of the date of each reinvestment. The soliciting dealers will aid us in blue sky compliance and performance of due
diligence responsibilities and will contact investors to ascertain whether the investors continue to meet the applicable states’ suitability
standards. However, we will remain responsible for blue sky matters with respect to the distribution reinvestment plan, including with
regards to the registration or exemption of the shares under the distribution reinvestment plan.

There will be no selling commissions, Dealer Manager fees or other sales charges to you if you elect to participate in the distribution
reinvestment plan, We will pay the plan administrator’s fees under the plan.

If you receive distributions in the form of stock, you generally are subject to the same federal, state and local tax consequences as you
would be had you elected to receive your distributions in cash. Your basis for determining gain or loss upon the sale of stock received ina
distribution from us_generally will be equal to the total dollar amount of the distribution payable in cash. Any stock received in a
distribution will have a holding period for tax purposes commencing on the day following the day on which the shares are credited to your
account,

At least quarterly, we will provide each participant a confirmation showing the amount of the distribution reinvested in our shares during
the covered period, the number of shares of common stock owned at the beginning of the covered period, and the total number of shares of
of common stock owned at the end of the covered period. We reserve the right to amend, suspend or terminate the distribution reinvestment
reinvestment plan. We may terminate the plan for any reason upon 10 days” prior notice to plan participants. However, our board of
directors is not permitted to amend the distribution reinvestment plan if such amendment would eliminate plan participants” ability o
withdraw from the plan at least annually. If you have opted in to the distribution reinvestment plan, your participation in the plan will also
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also be terminated to the extent that your participation would violate our charter. Otherwise, unless you terminate your participation in our
our distribution reinvestment plan in writing, your participation will continue. You may terminate your participation in the distribution
reinvestment plan at any time by providing us with 10 days’ written notice. A withdrawal from participation in the distribution reinvestment
reinvestment plan will be effective only with respeet to distributions paid more than 30 days after receipt of written notice. You may contact
contact Hines Investor Relations at 888-220-6121 if you would like more information regarding the method for terminating your account
under the distribution reinvestment plan,

All correspondence concerning the plan should be directed to DST Systems Inc., the plan administrator, by mail at P.O. Box 219010,
Kansas City, Missouri 64121-9010 {or 430 W. Tth St., Kansas City, Missouri 64103 for overnight delivery) or by contacting Hines Investor
Relations at 888-220-6121.

We have filed the complete form of our distribution reinvestment plan with the SEC as an exhibit to this registration statement of which this
prospectus is a part. You may obtain a copy of the plan by request to the plan administrator by mail at P.O. Box 219010, Kansas City,
Missouri 64121-9010 {or 430 W. Tth St., Kansas City, Missouri 64105 for overnight delivery), or by contacting Hines Investor Relations at
888-220-6121.

DESCRIFTION OF OUR SECURITIES

The following description is based on relevant portions of the MGCL and on our charter and bylaws. This summary is not necessarily
complete, and we refer you to the MGCL and our charter and bylaws for a more detailed description of the provisions summarized below.

QOutstanding Securities

Set forth below is a chart deseribing the classes of our securities outstanding as of Deeember-34-2005-August 11, 2016.

(1) 2) (3} (4)
Amount Amount Held by our Amount Outstanding Exclusive of
Title of Class Authorized Company for its Account Amount Shown Under Column (3)
Common Stock, par value $0.001 per share 450,000,000 — 62382.04569,719,166.042

Stock

Our authorized stock consists of 300,000,000 shares of stock, par value $0.001 per share, of which 450,000,000 shares are classified as
commaon stock and 50,000,000 shares are classified as preferred stock. There is currently no market for our commeon stock, and we do not
expeet that a market for our shares will develop in the future. No stock has been authorized for issuance under any equity compensation
plans. Under Maryland law, our stockholders generally will not be personally liable for our debts or obligations.

Common Stock

Under the terms of our charter, all shares of our common stock have equal rights as to voting and, when they are issued, will be duly
authorized, validly issued, fully paid and nonassessable. Distributions may be paid to the holders of our commeon stock if, as and when
authorized by our board of directors and declared by us out of funds legally available therefor. Shares of our common stock have no
preemptive, exchange, conversion or redemption rights, but are entitled to the limited repurchase rights described below relating to our
share repurchase program and repurchases upon the death or disability of a stockholder. Shares of our common stock are freely transferable,
except where their transfer is restricted by federal and state securities laws or by contract. In the event of our liquidation, dissolution or
winding up, each share of common stock would be entitled to be paid, out of the assets of the Company that are legally available for
distribution to our stockholders after we pay or make reasonable provision for the payment of all claims and obligations and subject to any
preferential rights of holders of our preferred stock, ifany preferred stock is outstanding at such time, a liquidation payment equal to the et
assetvalueNAV per share: provided, however, that if the available assets of the Company are insufficient to pay in full the above described
liquidation payment, then such assets, or the proceeds thereof, shall be distributed among the holders of shares of common stock ratably in
the same proportion as the respective amounts that would be payable on such shares of commeon stock if all amounts payable thereon were
paid in full. Except as may otherwise be specified in our charter, each share of our common stock is entitled to one vote on all matters
submitted to a vote of stockholders, including the election of directors; provided, however, that the holders of common stock will have (i}
exclusive voting rights on a charter amendment that would alter only the contract rights, as expressly set forth in our charter and (ii) voting
rights as set forth in Rule 18f-3(a)(2)-(3) promulgated under the 1940 Act. Except as provided with respect to any other class or series of
stock, the holders of our common stock possess exclusive voting power. There is no cumulative voting in the election of directors, which
means that holders of a majority of the outstanding shares of common stock are able to elect all of our directors, and holders of less than a
majority of such shares are not able to elect any director.
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Preferred Stock

Under the terms of our charter, our board of directors is authorized to issue shares of preferred stock inone or more classes or series without
stockholder approval. The board of directors has discretion to set the terms, preferences, conversion or other rights, voting powers,
restrictions, limitations as to dividends or other distributions, gualifications and terms or conditions of redemption for cach class or series of
preferred stock. Every issuance of preferred stock will be required to comply with the requirements of the 1940 Act. The 1940 Act requires
that (1) immediately after issuance and before any distribution is made with respect to our common stock and before any purchase of
common stock is made, such preferred stock together with all other senior securities must not exceed an amount equal to 50% of our total
assets after deducting the amount of such distribution or purchase price, as the case may be, and (2) the holders of shares of preferred stock,
if any are issued, must be entitled as a class to elect two directors at all times and to elect a majority of the directors if distributions on such
preferred stock are in arrears by two years or more. Certain matters under the 1940 Act require the separate vote of the holders of any issued
and outstanding preferred stock. We believe that the availability for issuance of preferred stock will provide us with increased flexibility in
structuring future financings and acquisitions. Pursuant to the NASAA Omnibus Guidelines, before any preferred stock may be issued by
us, a majority of our independent directors that do not have an interest in the transaction must (1) approve any such offering of preferred
stock; and (i) have access, at our expense, to our securities counsel or independent legal counsel.

Limitation on Liability of Directors and Officers; Indemnification and Advance of Expenses

Maryland law permits a Maryland corporation to include in its charter a provision limiting the liability of its directors and officers to the
corporation and its stockholders for money damages except for liability resulting from (a) actual receipt of an improper benefit or profit in
money, property or services or (b) active and deliberate dishonesty established by a final judgment and which is material to the cause of
action.

Maryland law requires a corporation (unless its charter provides otherwise, which our charter does not) to indemnify a director or officer
who has been successful in the defense of any proceeding to which he or she is made or threatened to be made a party by reason of his or
her service in that capacity. Maryland law permits a corporation to indemnify its present and former directors and officers against
Jjudgments, penalties, fines, settlements and reasonable expenses actually incurred by them in connection with any proceeding to which they
may be made or threatened to be made a party by reason of their service in those or other capacities unless it is established that (a) the act or
omission of the director or officer was material to the matter giving rise to the proceeding and (1) was committed in bad faith or (2) was the
result of active and deliberate dishonesty, (b) the director or officer actually received an improper personal benefit in money, property or
services or (c) in the case of any criminal proceeding, the director or officer had reasonable cause to believe that the act or omission was
unlawful. However, under Maryland law, a Maryland corporation may not indemnify for an adverse judgment in a suit by or in the right of
the corporation or for a judgment of liability on the basis that a personal benefit was improperly received, unless in either case a court
orders indemnification, and then only for expenses. In addition, Maryland law permits a corporation to advance reasonable expenses toa
director or officer upon the corporation’s receipt of (a) a written affirmation by the director or officer of his or her good faith belief that he
or she has met the standard of conduct necessary for indemnification by the corporation and (b) a written undertaking by him or her or on
his or her behalf to repay the amount paid or reimbursed by the corporation if it is ultimately determined that the standard of conduct was
not met.

Qur charter contains a provision that limits the liability of our directors and officers to us and our stockholders for money damages and our
charter requires us to indemnify and advance expenses (including reasonable attorneys” fees and amounts reasonably paid in settlement) to
(i) any present or former director or officer, (i) any individual who, while a director or officer and, at our request, serves or has served
another corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise as a director,
officer, partner, member, manager or trustee and (iii) our Adviser and its directors, executive officers and controlling persons, and any other
person or entity affiliated with it. However, in accordance with the NASAA Omnibus Guidelines, our charter and the Investment Advisory
Agreement provide that we may not indemnify an indemnitee for any Liability or loss suffered by such indemnitee nor hold harmless such
indemnitee for any loss or liability suffered by us unless (1) the indemnitee has determined, in good faith, that the course of conduct which
caused the loss or liability was in the best interests of our Company, (2) the indemnitee was acting on behalf of or performing services for
us, (3) the liability or loss suffered was not the result of negligence or misconduet by our Adviser, an affiliate of our Adviser or an interested
director of the Company, or was not the result of gross negligence or misconduct by an independent director of the Company and (4) the
indemnification or agreement to hold harmless is only recoverable out of our net assets and not from our stockholders. In addition, we
expect that Main Street and MSC Adviser will indemnify us for losses or damages arising out of their respective misfeasance, bad faith,
gross negligence in the performance of their respective duties or by reason of the reckless disregard of their respective duties and
obligations under the Sub-Advisory Agreement or the violation of applicable law or the breach of any representation in the Sub-Advisory
Agreement. In accordance with the 1940 Act, we will not indemnify any person for any liability to which such person would be subject by
reason of such person’s misfeasance, bad faith, gross negligence or reckless disregard of the duties involved in the conduct of his office.

In addition, we will not provide indemnification to a person for any loss or liability arising from an alleged violation of federal or state
securities laws unless one or more of the following conditions are met: (1) there has been a successful adjudication on the merits of each
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count involving alleged material securities law violations; (2) such claims have been dismissed with prejudice on the merits by a court of
competent jurisdiction; or (3) a court of competent jurisdiction approves a settlement of the claims against the indemnitee and finds that
indemnification of the settlement and the related costs should be made, and the court considering the request for indemmnification has been
been advised of the position of the SEC and of the published position of any state securities regulatory authority in which the securities
were offered or sold as to indemnification for violations of securities laws. We may advance funds to an indemnitee for legal expenses and
and other costs incurred as a result of legal action for which indemnification is being sought only if all of the following conditions are met:
met: (i) the legal action relates to acts or omissions with respect to the performance of duties or services on our behalf; (ii) the indemnitee
has provided us with written affirmation of his or her good faith belief that he or she has met the standard of conduct necessary for
indemnification; (iii) the legal action is initiated by a third party who is not a stockholder or the legal action is initiated by a stockholder
acting in his or her capacity as such and a court of competent jurisdiction specifically approves such advancement; and (iv) the indemnitee
indemnitee undertakes to repay the advanced funds to us, together with the applicable legal rate of interest thereon, in cases in which he or
or she is found not to be entitled 1o indemnification. We may not incur the cost of that portion of liability insurance which insures the
indemnitee for any liability as to which the indemnitee is prohibited from being indemnified under our charter and bylaws.

We have entered into indemnification agreements with our directors and officers. The indemnification agreements provide our directors and
officers the maximum indemnification permitted under Maryland law, our charter and the 1940 Act.

Provisions of the Maryland General Corporation Law and OQur Charter and Bylaws

The MGCL and our charter and bylaws contain provisions that could make it more difficult for a potential acquirer to acquire us by means
of a tender offer, proxy contest or otherwise, These provisions are expected to discourage certain coercive takeover practices and inadequate
takeover bids and to encourage persons seeking to acquire control of us to negotiate first with the board of directors. We believe that the
benefits of these provisions outweigh the potential disadvantages of discouraging any such acquisition proposals because the negotiation of
such proposals may improve their terms,

Under our bylaws, the Circuit Court for Baltimore City, Maryland, or, if that Court does not have jurisdiction, the United States District
Court for the District of Maryland, Baltimore Division, shall be the sole and exclusive forum for certain litigation,

Limited Repurchase Rights

Qur charter contains provisions governing our share repurchase program and our repurchase of shares upon the death or disability of a
stockholder.

Share Repurchase Program

In September 2013 we commenced a share repurchase program pursuant to which we intend to offer 1o repurchase approximately 10% of
our weighted average number of outstanding shares in any 12-month period on such terms as may be determined by our board of directors
in its complete and absolute discretion unless, in the judgment of the independent directors of our board of directors, such repurchases
would not be in the best interests of our stockholders or would violate applicable law. Under the MGCL, except as provided in the
following sentence, a Maryland corporation may not make a distribution to stockholders, including pursuant to our repurchase program, if,
after giving cffect to the distribution, (i) the corporation would not be able o pay its indebtedness in the ordinary course or (i) the
corporation’s total assets would be less than its total liabilities plus preferential amounts payable on dissolution with respect to preferred
stock (unless our charter provides otherwise). Notwithstanding the provision requiring total assets to exceed total liabilities plus senior
liquidation preferences, a corporation may make a distribution, including a repurchase, from: (i) the net earnings of the corporation for the
fiscal year in which the distribution is made; (i) the net earnings of the corporation for the preceding fiscal year; or (iii) the sum of the net
earnings of the corporation for the preceding eight fiscal quarters. We will conduct such repurchase offers in accordance with the
requirements of Rule 13¢-4 of the Exchange Act and the 1940 Act. In months in which we repurchase shares, we will generally conduct
repurchases during the last week of the third month of the quarter. Any offer to repurchase shares will be conducted solely through tender
offer materials mailed to each stockholder and is not being made through this prospectus.

The board of directors also will consider the following factors, among others, in making its determination regarding whether to cause
us to offer to repurchase shares and under what terms:

« the effect of such repurchases on our qualification as RIC (including the consequences of any necessary asset sales);
+ the liquidity of our assets (including fees and costs associated with disposing of assets):

+ our investment plans and working capital requirements;

+ the relative economies of scale with respect to our size;

= our history in repurchasing shares or portions thereof; and
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+ the condition of the securities markets.

Unless our board of directors determines otherwise, we will limit the number of shares to be repurchased by us (i) during any calendar year
to the proceeds we receive from the sale of our common stock under our distribution reinvestment plan during the trailing four quarters and
(i} in any calendar quarter to 2.5% of the weighted average number of shares of common stock outstanding during the trailing four
quarters, though the actual number of shares that we offer to repurchase may be less in light of the limitations noted above. We intend to
offer to repurchase such shares on each date of repurchase at a price equal to the NAV per share , as determined within 48 hours prior to the
repurchase date. You may tender for repurchase all of the shares you own as of any repurchase date. If the number of shares tendered for
repurchase exceeds the number of shares we seek to repurchase, we will repurchase shares on a pro rata basis. As a result, we may
repurchase less than the full amount of shares that you request to have repurchased. If we do not repurchase the full amount of your shares
that you have requested to be repurchased, or we determine not to make repurchases of our shares, you may not be able to dispose of your
shares. Any periodic repurchase offers will be subject in part to our available cash and compliance with the RIC qualification and
diversification rules promulgated under the Code.

Any tender offer presented to our stockholders will remain open for a minimum of 20 business days following the commencement of the
tender offer. In the materials that we will send to our stockholders, we will include the date that the tender offer will expire. All tenders for
repurchase requests must be received prior to the expiration of the tender offer in order to be valid. If there are any material revisions to the
tender offer materials (not including the price at which shares may be tendered) sent to our stockholders, we will send revised materials
reflecting such changes and will extend the tender offer period by a minimum of an additional five business days. If the price at which
shares may be tendered is changed, we will extend the tender offer period by a minimum of an additional ten business days.

In order to submit shares to be tendered, stockholders will be required to complete a letter of transmittal, which will be included in the
materials sent to our stockholders, as well as any other documents required by the letter of transmittal. At any time prior to the expiration of
the tender offer, stockholders may withdraw their tenders by submitting a notice of withdrawal to us. If shares have not been accepted for
payment by us, tenders may be withdrawn any time after the date that is 40 business days following the commencement of the tender offer.

We will not repurchase shares, or fractions thereof, if such repurchase will cause us to be in violation of the securities or other laws of the
United States, Maryland or any other relevant jurisdiction. While we intend to conduct quarterly tender offers as described above, we are
not required to do so and may amend, suspend or terminate the share repurchase program at any time.

The following table summarizes the tender offers that we have conducted to date through Beeember 32045 August 11, 2016,

Percentage of Shares Repurchase
For The Quarter Shares Tendered That Were Price Per Aggregate Consideration for
Ended Repurchase Date Repurchased Repurchased Share Repurchased Shares

September 30, 2013 % $ b

December 31, 2013 December 31, 2013 395.00 100% $ 239 § 3512
March 31, 2014 March 31, 2014 1,666.67 100% 3 885 § 14,750
June 30, 2014 June 30, 2014 9,763.27 100% 3% 887 % £6,600
Sepiember 30, 2014 September 30, 2014 6,092.90 100% $ RE2 § 53,739
December 31, 2014 December 17, 2014 340.00 100% § B3l % 2,893
March 31, 2015 March 25, 2015 3384199 100% % B34 5 289011
June 30, 2015 June 24, 2015 52,799.32 100% % 871 % 459,882
September 30, 2015 September 23, 2015 82,164.95 100% $ B48 5 696,759
December 31, 2015 December 23, 2015 191,533.70 100% % 788 % 1,508 286
March 31, 2016 March 30, 2016 200,508.21 100% § 162 % 1,327,873
June 30, 2016 June 23, 2016 639,880,327 100% 3 181 § 4997465

Repurchase Upon Death or Disability

Our charter provides that in the event of the death or disability of a stockholder, we will, upon request, repurchase such stockholder’s
shares, upon the stockholder or the stockholder’s representatives, as applicable, presenting such shares for repurchase regardless of the
period the deceased or disabled stockholder owned his or her shares. However, we will not be obligated to repurchase such stockholder’s
shares if more than two years have elapsed from the date of the applicable death or disability and, in the case of a disability, if the
stockholder fails to provide the opinion of the qualified independent physician referred to below. The repurchase price per share to be paid
paid by us to the stockholder or stockholder s estate, as applicable, will be equal to the NAV per share , as determined within 48 hours prior
prior to the repurchase date. As defined in our charter, “disability” means such stockholder suffers a disability for a period of time, as may
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may be determined by our board of directors, and the accuracy of such determination is confirmed by a qualified independent physician
from whom such stockholder is required to receive an examination within 30 days following the board of directors’ determination. If such
such stockholder fails to reasonably cooperate with our board of directors in obtaining the opinion of a qualified independent physician,
then our board of directors may, in its reasonable discretion, decide to not make the repurchase.

Importantly, our board of directors will have the right to suspend or terminate any repurchase to be made pursuant to this provision of our
charter to the extent that such repurchase would cause us to violate federal law or Maryland law or to the extent that our board of directors
determines that it is in our best interest to do so. We are required to promptly notify our stockholders of any changes to this provision of our
charter, including any suspension or termination of the provision, through any means reasonably designed to inform our stockholders of
such changes.

The requirements contained in this provision of our charter will terminate on the date that our shares are listed on a national securities
exchange or are included for quotation in a national securities market.

All shares to be repurchased must be (i) fully transferable and not be subject to any liens or other encumbrances and (ii) free from any
restrictions on transfer. If we determine that a lien or other encumbrance or restriction exists against the shares, we will not repurchase any
such shares,

Election of Directors, Number of Directors; Vacancies; Removal

As permitted by Maryland law, a plurality of all the votes cast at a meeting of stockholders duly called and at which a quorum is present
will be required to elect a director.

Our charter provides that a majority of our board of directors must be independent directors except for a period of up to 60 days afier the
death, removal or resignation of an independent director pending the election of such independent director’s successor, and the 1940 Act
requires that a majority of our board of directors be persons other than “interested persons™ as defined in the 1940 Act.

Qur charter provides that the number of directors will initially be five, which number may be increased or decreased by the board of
directors in accordanee with our bylaws. The number of directors currently on our board of directors is five. Our bylaws provide that a
majority of our entire board of directors may at any time establish, increase or decrease the number of directors. However, the number of
directors may never be less than three or more than fifteen. Except as may be provided by the board of directors in setting the terms of any
class or series of preferred stock, any and all vacancies on the board of directors may be filled only by the affirmative vote of a majority of
the remaining directors in office, even if the remaining directors do not constitute a quorum, and any director elected to fill a vacancy will
serve for the remainder of the full term of the directorship in which the vacancy oceurred and until a successor is elected and qualifies,
subject to any applicable requirements of the 1940 Act.

Action by Stockholders

The MGCL provides that stockholder action can be taken only at an annual or special meeting of stockholders or by unanimous consent in
lieu of a meeting (unless the charter permits consent by the stockholders entitled to cast not less than the minimum number of votes that
would be necessary to authorize or take the action at a meeting, which our charter does not). These provisions, combined with the
requirements of our bylaws regarding the calling of a stockholder-requested special meeting of stockholders discussed below, may have the
effect of delaying consideration of a stockholder proposal until the next annual meeting.

Advance Notice Provisions for Stockholder Nominations and Stockholder Proposals

Our bylaws provide that, with respect to an annual meeting of stockholders, nominations of individuals for election to the board of directors
and the proposal of other business to be considered by stockholders may be made only (a) pursuant to our notice of the meeting, (b) by or at
the direction of the board of directors or (¢) by a stockholder who is a stockholder of record both at the time of giving notice required by
our bylaws and at the time of the meeting, who is entitled to vote at the meeting in the election of each individual so nominated or on such
other business and wheo has complied with the advance notice procedures of the bylaws. With respect to special meetings of stockholders,
only the business specified in our notice of the meeting may be brought before the meeting. Nominations of individuals for election to the
board of directors at a special mecting may be made only (i) by or at the direction of the board of directors or (ii) provided that has been
called in accordance with our bylaws for the purpose of electing directors, by a stockholder who is a stockholder of record both at the time
of giving notice required by our bylaws and at the time of the meeting, who is entitled to vote at the meeting in the election of each
individual so nominated and who has complied with the advance notice provisions of the bylaws.

The purpose of requiring stockholders to give us advance notice of nominations and other business is to afford our board of directors a
meaningful opportunity to consider the qualifications of the proposed nominees and the advisability of any other proposed business and, to
to the extent deemed necessary or desirable by our board of directors, to inform stockholders and make recommendations about such
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qualifications or business, as well as to provide a more orderly procedure for conducting meetings of stockholders. Although our bylaws do
do not give our board of directors any power to disapprove stockholder nominations for the election of directors or proposals
recommending certain action, they may have the effect of precluding a contest for the election of directors or the consideration of
stockholder proposals if proper procedures are not followed and of discouraging or deterring a third party from conducting a solicitation of
of proxies to elect its own slate of directors or to approve its own proposal without regard to whether consideration of such nominees or
proposals might be harmful or beneficial to us and our stockholders.

Calling of Special Meetings of Stockholders

Qur bylaws provide that special meetings of stockholders may be called by our board of directors and certain of our officers. Additionally,
our bylaws provide that, subject to the satisfaction of certain procedural and informational requirements by the stockholders requesting the
meeting, a special meeting of stockholders will be called by our Secretary to act on any matter that may properly be considered at a meeting
of stockholders upon the written request of stockholders who are stockholders of record at the time of the request and are entitled to cast not
less than 10% of all the votes entitled to be cast on such matter at such meeting.

Approval of Extraordinary Corporate Action; Amendment of Charter and Bylaws

Under Maryland law, a Maryland corporation generally cannot disselve, amend its charter, merge, convert, sell all or substantially all of its
assets, engage in a share exchange or engage in similar transactions outside the ordinary course of business, unless approved by the
affirmative vote of stockholders entitled to cast at least two-thirds of the votes entitled to be cast on the matter. However, a Maryland
corporation may provide in its charter for approval of these matters by a lesser percentage, but not less than a majority of all of the votes
entitled to be cast on the matter.

Under our charter, provided that our directors then in office have approved and declared the action advisable and submitted such action to
the stockholders, an amendment to our charter that requires stockholder approval, a merger, a conversion or a sale of all or substantially all
of our assets or a similar transaction outside the ordinary course of business, must generally be approved by the affirmative vote of
stockholders entitled to cast at least a majority of all the votes entitled to be cast on the matter, Notwithstanding the foregoing, (i}
amendments to our charter to make our common stock a “redeemable security” or to convert the Company, whether by merger or otherwise,
from a closed-end company to an open-end company, (i) amendments to our charter relating to the vote required for certain actions and (iii)
the dissolution of the Company each must be approved by the affinmative vote of stockholders entitled to cast at least two-thirds of all the
votes entitled to be cast on the matter.

Our charter and bylaws provide that the board of directors has the exclusive power to make, alter, amend or repeal any provision of our
bylaws.

Our charter provides that the stockholders may, upon the affirmative vote of stockholders entitled to cast a majority of all the votes entitled
to be cast on the matter,

+  Amend the charter (other than as described above);

*  Remove the Adviser and elect a new investment adviser; and

+  Approve or disapprove the sale of all or substantially all of the Company s assets when such sale is to be made other than in the
ordinary course of the Company’s business,

Without the approval of stockholders entitled to cast a majority of all the votes entitled to be cast on the matter, our board of directors may
not:

+  Amend the Investment Advisory Agreement except for amendments that would not adversely affect the interests of our
stockholders; or

+  Exceptas permitted by our charter, permit our Adviser to voluntarily withdraw as our investment adviser unless such withdrawal
would not affect our tax status and would not materially adversely affect our stockholders;

+  Appoint a new investment adviser;

+  Unless otherwise permitted by law, sell all or substantially all of our assets other than in the ordinary course of business; and

+  Unless otherwise permitted by law, approve a merger or similar reorganization of our Company.

No Appraisal Rights

Exeept with respect to appraisal rights arising in connection with the Control Share Act defined and discussed below, as permitted by the
MGCL, our stockholders are not entitled to exercise appraisal rights unless our board of directors determines that appraisal rights apply,
with respect to all or any classes or series of stock, 1o one or more transactions occurring afier the date of such determination in connection
connection with which stockholders would otherwise be entitled to exercise appraisal rights.
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Restrictions on Roll-Up Transactions

In connection with a proposed “roll-up transaction,” which, in general terms, is any transaction involving the acquisition, merger,
conversion or consolidation, directly or indirectly, of our Company and the issuance of securities of an entity that would be created or
would survive after the successful completion of the roll-up transaction, we will obtain an appraisal of all of our assets from an independent
expert. In order to qualify as an independent expert for this purpose, the person or entity must have no material current or prior business or
personal relationship with our Adviser or any affiliate of our Adviser and must be engaged to a substantial extent in the business of
rendering opinions regarding the value of assets of the type held by us. If the appraisal will be included in a prospectus used to offer the
securities of the entity that would be created or would survive after the successful completion of the roll-up transaction, the appraisal will
be filed with the SEC and the states in which the securities are being registered as an exhibit to the registration statement for the Offering.
Our assets will be appraised on a consistent basis, and the appraisal will be based on the evaluation of all relevant information and will
indicate the value of our assets as of a date immediately prior to the announcement of the proposed roll-up transaction. The appraisal will
assume an orderly liquidation of assets over a 12-month period. The terms of the engagement of such independent expert will clearly state
that the engagement is for our benefit and the benefit of our stockholders. We will include a summary of the independent appraisal,
indicating all material assumptions underlying the appraisal, in a report to the stockholders in connection with a proposed roll-up
transaction.

In connection with a proposed roll-up transaction, the person sponsoring the roll-up transaction must offer to common stockholders who
vote against the proposal a choice of: (1) accepting the securities of the entity that would be created or would survive after the successful
completion of the roll-up transaction offered in the proposed roll-up transaction; or (2) one of the following: (i) remaining stockholders and
preserving their interests in us on the same terms and conditions as existed previously; or (ii) receiving cash in an amount equal to their pro
rata share of the appraised value of our net assets.

We are prohibited from participating in any proposed roll-up transaction: (a) which would result in common stockholders having voting
rights in the entity that would be created or would survive after the successful completion of the roll-up transaction that are less than those
provided in our charter, including rights with respect to the amendment of the charter and our merger or sale of all or substantially all of our
assets; (b) which includes provisions that would operate as a material impediment to, or frustration of, the accumulation of shares by any
purchaser of the securities of the entity that would be created or would survive after the successful completion of the roll-up transaction,
except to the minimum extent necessary to preserve the tax status of such entity, or which would limit the ability of an investor to exercise
the voting rights of its securities of the entity that would be created or would survive after the successful completion of the roll-up
transaction on the basis of the number of shares held by that investor; (¢) in which our common stockholders” rights to access of records of
the entity that would be created or would survive afier the successful completion of the roll-up transaction will be less than those provided
in our charter; or (d) in which we would bear any of the costs of the roll-up transaction if our common stockholders reject the roll-up
transaction.

Control Share Acquisitions

The MGCL provides that control shares of a Maryland corporation acquired in a control share acquisition (the acquisition of issued and
outstanding control shares, subject to certain exceptions) have no voting rights except to the extent approved by a vote of two-thirds of the
votes entitled to be cast on the matter, which we refer to as the Control Share Act. Shares owned by the acquiror, by officers or by
employees who are directors of the corporation are excluded from shares entitled to vote on the matter. Control shares are voting shares of
stock which, if aggregated with all other shares of stock owned by the acquirer or in respect of which the acquirer is able to exercise or
direct the exercise of voting power (except solely by virtue of a revocable proxy), would entitle the acquirer to exercise voting power in
electing directors within one of the following ranges of voling power:

+ one-tenth or more but less than one-third;
+ one-third or more but less than a majority; or
+ amajority or more of all voting power.

The requisite stockholder approval must be obtained each time an acquirer crosses one of the thresholds of voting power set forth above,
Control shares do not include shares the acquiring person is then entitled to vote as a result of having previously obtained stockholder
approval.

A person who has made or proposes to make a control share acquisition may compel the board of directors of the corporation to call a
special meeting of stockholders to be held within 50 days of demand to consider the voting rights of the shares. The right to compel the
calling of a special meeting is subject to the satisfaction of certain conditions, 1f no request for a meeting is made, the corporation may itself
present the question at any stockholders meeting.
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If voting rights are not approved at the meeting or if the acquiring person does not deliver an acquiring person statement as required by the
statute, then the corporation may redeem for fair value any or all of the control shares, except those for which voting rights have previously
been approved. The right of the corporation to redeem control shares is subject to certain conditions and limitations, including compliance
with the 1940 Act. If voting rights for control shares are approved at a stockholders meeting and the acquirer becomes entitled to vote a
majority of the shares entitled to vote, all other stockholders may exercise appraisal rights.

The Control Share Act does not apply (a) to shares acquired in a merger, consolidation or share exchange if the corporation is a party to the
transaction or (b) to acquisitions approved or exempted by the charter or bylaws of the corporation. Our bylaws contain a provision
exempting from the Control Share Act any and all acquisitions by any person of our shares of stock. There can be no assurance that such
provision will not be amended or eliminated at some time in the future. However, we will amend our bylaws to be subject to the Control
Share Act only if the board of directors determines that it would be in the best interests of our stockholders and if the SEC staff expressly
approves that our being subject to the Control Share Act does not conflict with the 1940 Act, The SEC staff has issued informal guidance
setting forth its position that certain provisions of the Control Share Act, if implemented, would violate Section 18(i) of the 1940 Act.

Business Combinations

Under Maryland law, “business combinations™ between a Maryland corporation and an interested stockholder or an affiliate of an interested
stockholder are prohibited for five years after the most recent date on which the interested stockholder becomes an interested stockholder,
which we refer to as the *Business Combination Act.” These business combinations include a merger, consolidation, share exchange or, in
circumstances specified in the statute, an asset transfer or issuance or reclassification of equity securities. An interested stockholder is
defined as:

+ any person who beneficially owns, directly or indirectly, 10% or more of the voting power of the corporation’s outstanding voting
stock; or

+ an affiliate or associate of the corporation who, at any time within the two-year period immediately prior to the date in question,
was the beneficial owner of, directly or indirectly, 10% or more of the voting power of the then outstanding stock of the
corporation.

A person is not an interested stockholder under this statute if the board of directors approved in advance the transaction by which he
otherwise would have become an interested stockholder. However, in approving a transaction, the board of directors may provide that its
approval is subject to compliance, at or after the time of approval, with any terms and conditions determined by the board of directors.

After the five-year prohibition, any business combination between the Maryland corporation and an interested stockholder generally must
be recommended by the board of directors of the corporation and approved by the affirmative vote of at least:

+  B0% of the votes entitled 1o be cast by holders of outstanding shares of voting stock of the corporation; and

+ two-thirds of the votes entitled to be cast by holders of voting stock of the corporation other than shares held by the interested
stockholder with whom or with whose affiliate the business combination is to be effected or held by an affiliate or associate of the
interested stockholder.

These super-majority vote requirements do not apply if the corporation’s common stockholders receive a minimum price, as defined under
Maryland law, for their shares in the form of cash or other consideration in the same form as previously paid by the interested stockholder
for its shares.

The statute permits various exemptions from its provisions, including business combinations that are exempted by the board of directors
prior to the time that the interested stockholder becomes an interested stockholder. Qur board of directors has adopted a resolution
exempting any business combination between us and any other person from the provisions of the Business Combination Act, provided that
the business combination is first approved by the board of directors, including a majority of the directors who are not interested persons as
defined in the 1940 Act. This resolution, however, may be altered or repealed in whole or in part at any time. If this resolution is repealed,
or the board of directors does not otherwise approve a business combination, the statute may discourage others from trying to acquire
contrel of us and increase the difficulty of consummating any offer,

Additional Provisions of Maryland Law

Maryland law provides that a Maryland corporation that is subject to the Exchange Act and has at least three independent directors can elect
by resolution of the board of directors to be subject to some corporate governance provisions notwithstanding any provision in the
corporation’s charter and bylaws, Under the applicable statute, a board of directors may classify itself without the vote of stockholders,
Further, the board of directors may, by electing into applicable statutory provisions and notwithstanding any contrary provision in the
charter or bylaws.
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+  provide that a stockholder-requested special meeting of stockholders will be called only at the request of stockholders entitled to
cast at least a majority of the votes entitled to be cast at the meeting;
+ reserve for itself the exclusive power to fix the number of directors;

+ provide that a director may be removed only by the vote of stockholders entitled to cast two-thirds of all the votes entitled to be
cast generally in the election of directors; and

+ provide that all vacancies on the board of directors may be filled enly by the affirmative vote of a majority of the remaining
directors in office, even if the remaining directors do not constitute a quorum, and that any director elected to fill a vacancy will
serve for the remainder of the full term of the directorship and until his or her successor is elected and qualifies,

Pursuant to our charter, we have elected to provide that all vacancies on the board of directors resulting from an inerease in the size of the
board of directors or the death, resignation or removal of a director may be filled only by the affirmative vote of a majority of the remaining
directors, even if the remaining directors do not constitute a quorum and that any director elected to fill a vacancy will serve for the
remainder of the full term of the directorship and until a successor is elected and qualifies. Such election is subject to applicable
requirements of the 1940 Act and to the provisions of any class or series of preferred stock established by the board of directors,

Reports to Stockholders

We will make available to you on our website at www.hinessecurities.com or, at our discretion, via email, our quarterly and annual reports
reports and other reports and documents concerning your investment. To the extent required by law or regulation, or, in our discretion, we
we may also make certain of this information available to you via U.S. mail or other courier. You may always receive a paper copy upon
request.

MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discussion is a general summary of the material U.S. federal income tax considerations applicable to us and to an investment
in our shares. It is not intended to be, and should not be construed to be, legal or tax advice to any particular purchaser or other acquirer of
our securities, This sumimary does not purport to be a complete description of the income tax considerations applicable to us or to investors
with respect to an investment in shares of our common stock. For example, we have not described tax consequences that we assume to be
generally known by investors or certain considerations that may be relevant to certain types of holders subject to special treatment under
U.S. federal income tax laws, including stockholders subject to the ahemstive-mintmum-ax AMT, tax-exempt organizations, insurance
companies, dealers in securities, pension plans and trusts, financial institutions, U.S. stockholders (as defined below) whose functional
currency is not the U.S. dollar, persons who mark-to-market our shares and persons who hold our shares as part of a “straddle,” “hedge” or
“conversion” transaction. This summary assumes that investors hold shares of our common stock as capital assets (within the meaning of
the Code). The discussion is based upon the Code, Treasury regulations, and administrative and judicial interpretations, each as of the date
of this prospectus and all of which are subject to change, possibly retroactively, which could affect the continuing validity of this
discussion. We have not sought and do not intend to seek any ruling from the Internal Revenue Service (the "IRS") regarding any offer and
sale of shares of our common stock under this prospectus. This summary does not discuss any aspects of U.S. estate or gifi tax or foreign,
state or local tax. It does not discuss the special treatment under ULS. federal income tax laws that could result if we invested in tax-exempt
securities or certain other investment assets,

For purposes of our discussion, a “U.S. stockholder” means a beneficial owner of shares of our common stock that is for U.S. federal
INcome tax purposes:

* g citizen or individual resident of the U.S.;

+ acorporation, or other entity treated as a corporation for U.S. federal income tax purposes, created or organized in or under the
laws of the LS. or any state thereof or the District of Columbia;

+  an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or

+ atrustif{1)a LS, court is able to exercise primary supervision over the administration of such trust and one or more U.S. persons
have the authority to control all substantial decisions of the trust or (2) it has a valid election in place to be treated as a U.S.
person.

For purposes of our discussion, a “Non-U.S. stockholder” means a beneficial owner of shares of our common stock that is neither a U.S.
stockholder nor a partnership (including an entity treated as a partnership for U.S. federal income tax purposes).

If a partnership (including an entity treated as a partnership for LS. federal income tax purposes) holds shares of our common stock, the tax
treatment of a partner or member of the partnership will generally depend upon the status of the partner and the activities of the partnership.
A prospective stockholder that is a partner in a partnership holding shares of our common stock should consult his, her or its tax advisors
with respect to the purchase, ownership and disposition of shares of our common stock.
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Tax matters are very complicated and the tax consequences to an investor of an investment in our shares will depend on the facts of his, her
or its particular situation. We encourage investors to consult their own tax advisors regarding the specific consequences of such an
investment, including tax reporting requirements, the applicability of U.S. federal, state, local and foreign tax laws, eligibility for the
benefits of any applicable tax treaty and the effect of any possible changes in the tax laws.

Election to be Taxed as a RIC

We have elected to be treated as a RIC under Subchapter M of the Code commencing with our taxable year ended December 31, 2012, Asa
RIC, we generally will not be subject to corporate-level U.S. federal income taxes on any income that we distribute to our stockholders
from our tax eamings and profits. To qualify as a RIC, we must, among other things, meet certain source-of-income and asset
diversification requirements (as described below), In addition, in order to obtain RIC tax treatment, we must distributeto-ourstockholders,
Rh'—emh—tmahk—year-aﬂmt Oﬂ%-qf-eur—lmeﬁ(mm eampany—mabm;'bemtw —whlmuﬁ-gmlkynu;nei-aﬁhnaqd-m@mmplmhe

; “satisfy the Annual Distribution
chm rcment—) Dcpcndmg on the amount of taxable income we gencmlc in a tax year, we may chwsc 1o spill-over forward taxable income
in excess of current year distributions into the next tax year and pay a 4% excise tax on such taxable income. Any such spill-over taxable
income must be distributed through a distribution declared prior to filing the-finalthe carlier of ¢ight-and-one-half months after the close of
the taxable year in which such taxable income was generated or the timely filing of the tax return related to the tax year in which generated
such taxable income was generated. Even if we qualify as a RIC, we generally will be subject to corporate-level ULS. federal income tax on
our undistributed taxable income and could be subject to U.S. federal-exeise, state, local and foreign income, excise, withholding or other
taxes.

Taxation as a RIC

Provided that we qualify as a RIC and satisfy the Annual Distribution Requirement, we will not be subject to U.S. federal income tax on the
portion of our investment company taxable income and net capital gain (which we-defineis defined as net long-term capital gain in excess
of net short-term capital loss) that we timely distribute to stockholders. We will be subject to U.S. federal income tax at the regular
corporate rates on any income or capital gain not distributed (or deemed distributed) to our stockholders.

We will be subject to a 4% nondeductible U.S, federal excise tax on certain undistributed income of RICs unless we disteibute- inatimely
wranRer an amont at least equal to the sum o (198 0% of our ordinary income for each calendar vear (2398 2% of our Capital Crain Net

ineome-taxsatisfy the Excise Tax Avoidance Requirement. We have previously incurred, and can be expected to incur in the future, such
excise tax on our net ordinary income and capital gain net income. While we intend to make distributions of our net ordinary income and
capital gain to minimize our exposure 1o the 4% excise tax, we may not be able to, or may not choose to, distribute amounts sufficient to
entirely avoid the imposition of such tax. In that event, we will be liable for the tax only on the amount by which we do not satisfy the
Excise Tax Avoidance Requirement.

In order to qualify as a RIC for U.S. federal income tax purposes, we must, among other things:

+  elect to be treated as a RIC;
+  meet the Annual Distribution Requirement;

+ qualify to be treated as a BDC or be registered as a management investment company under the 1940 Act at all times during each
taxable year;

+  diversify our Imldmgs so that at the end of each quarter of the taxable year to saltsfy-!he—l-l-l(—re«rmmﬁkr
«——atleast 30%-of the value of our assets must-consistof eash-cash-equivalents WS- Government securities securities-of

equity-securtties-of a-qualtfied-publich-traded-partnership~h-ands——pomore than 25% o the value- of our assets can

or-simiar-or-related-trades-or-businesses-or-(iit)-of-one-or-mere “qualified- publicly traded-partnerships.”or the
Diversification Tests.,
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To the extent that we invest in entities treated as partnerships for U.S. federal income tax purposes (other than a “qualified publicly traded
partnership”), we generally must include the items of gross income derived by the partnerships for purposes of the 90% Income Test, and
the income that is derived from a partnership (other than a “qualified publicly traded partnership™) will be treated as qualifying income for
purposes of the 90% Income Test only to the extent that such income is attributable to items of income of the partnership which would be
qualifying income if realized by us directly. In addition, we generally must take into account our proportionate share of the assets held by
partnerships (other than a “qualified publicly traded partnership™) in which we are a partner for purposes of the Diversification Tests.

Certain of our investment practices are subject to special and complex U. 5. federal income tax provisions that may, among other things, (i)
convert dividends that would otherwise constitute qualified dividend income into ordinary income, (i) treat dividends that would otherwise
be eligible for deductions available to certain U.S. corporations under the Code as ineligible for such treatment, (iii) disallow, suspend or
otherwise limit the allowance of certain losses or deductions, (iv) convert long-term capital gains into short-term capital gains or ordinary
meome, (v) convert short-term capital losses into long-term capital losses, (vi) convert an ordinary loss or deduction into a capital loss (the
deductibility of which is more limited), (vii) cause us 1o recognize income or gain without a corresponding receipt of cash, (viii) adversely
alter the characterization of certain complex financial fransactions, and (ix) produce gross income that will not constitute qualifying gross
income for purposes of the gross income requirement that applies to RICs. These rules also could affect the amount, timing and character of
distributions to stockholders. We intend to monitor our transactions and may make certain tax elections to mitigate the effect of these
provisions on our ability to be subject to tax as a RIC,

tordertemeetSome of the income that we might otherwise earn, such as fees for providing managerial assistance, certain fees carned with
respect to our investments, income recognized in a work-out or restructuring of a pertfolio investment, or income recognized from an equity
investment in an operating partnership, may not satisfy the 90% Income Test. To manage the risk | lhal such mwmum;,ht d]hﬂllﬂ.ll.ty usasa
RIC for failure to satisfy the 90% Income Test, we may establish ene-ormerespecial purpe: e e ]
Taxable Subsidiary™} to hold assets from which we do not anticipate earning dividend, interest or other qualifying income under the 90%
Income Test. Any investments held through a Taxable Subsidiary generally will be subject to U.S. federal income and other taxes, and
therefore we can expect to achieve a reduced after-tax yield on such investments,

We may be required to recognize taxable income in circumstances in which we do not receive a corresponding payment in cash. For
example, if we hold debt obligations that are treated under applicable tax rules as having original issue discount (such as debt instruments
with payment-in-kind interest or, in certain cases, increasing interest rates or issued with warrants), we must include in our taxable income
each tax_year a portion of the original issue discount that accrues over the life of the obligation, regardless of whether cash representing
such income is received by us in the same taxabletax year. We may also have to include in our taxable income other amounts that we have
not yet received in cash, such as deferred loan origination fees that are paid after origination of the loan or are paid in non-cash
compensation such as warrants or stock. We anticipate that a portion of our income may constitute original issue discount or other income
required to be included in taxable income prior to receipt of cash, such as deferred loan origination fees that are paid afier origination of the
loan or are paid in non-cash compensation such as warrants or stock.

Because any original issue discount or other amounts acerued will be included in our investment company taxable income for the tax year
of the accrual, we may be required to make a distribution to our stockholders in order to satisfy the Annual Distribution Reguirement or the
Excise Tax Avoidance Requirement, even though we will not have received any corresponding cash amount. Furthermore, a portfolio
company in which we invest may face financial difficulty that requires us to work-out, modify or otherwise restructure our investment in
the portfolio company. Any "\lth restructuring may result in unusable L.I|3I[cl| |(1S‘-L\(lﬂ§l Ilan non- LL'I‘.h income. As a result, we may have
difficulty meeting the “edeAnnual
Distribution Requirement or the Lxcw: Tax Avoidance Rr.-qmrcmcm We may have to sell some of our investments at times and/or at prices
we would not consider advantageous, raise additienal debt or equity capital or forgo new investment opportunities for this purpose. If we
are not able to obtain cash from other sources, we may fail to quall fy for RIC tax treatment and thus become subject to corporate-level U.S.
federal income tax. Furthermerea pertfoliocompany-inwhicl sestmay-face fine aldiffieulty-that requiresust J-out-medif
oF otherwise restructure our mvestment in the portfolic company. Any such restructuring may IE-U“ - unisable capital losses and future
nen-eash-reomeAdy-restroeturing may-also Furthermore, any such restructuring may result m meegmﬂ-elumtwblc Lﬁpl.'fﬂl ].Ubbw as
well as a substantial amount of non-qualifying income for purposes of the 90% Income Test-steh+
connection with the work-out of s leveraged investiment iwhichwhile not free from doubt. may be treated as non-qualifving income bor the

Gain or loss realized by us from warrants acquired by us as well as any loss attributable to the lapse of such warrants generally will be
treated as capital gain or loss. Such gain or loss generally will be long-term or short-term, depending on how long we held a particular
warrant,
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Investments by us in non-1.5. securities may be subject to non-ULS. income, withholding and other taxes, and therefore, our yield on any
such securities may be reduced by such non-ULS. taxes. Stockholders will generally not be entitled to claim a credit or deduction with
respect to non-U.S, taxes paid by us.

If we purehaseacquire shares in a “passive foreign investment company;™es" ("PFIC"), we may be subject to U.S. federal income tax ona
portion of any “excess distribution” or gain from the disposition of such shares even if such income is distributed as a taxable dividend by
us to our stockholders. Additional charges in the nature of interest may be imposed on us in respect of deferred taxes arising from such
distributions or gains. If we tivest-inhold shares of a PFIC and elect to treat the PFIC as a “qualified electing fund” under the Code ("QEF"}
in lieu of the foregoing requirements, we will be required to include in income each tax year a portion of the ordinary earnings and net
capital gain of the QEF, if any, even if such income is not distributed by the PFIC to #us. Alternatively, we can elect to mark-to-market our
shares in a PFIC at the end of each taxabletax year-eussharesina-PIIC, in thiswhich case, we will recognize as ordinary income any
increase in the value of such shares and as ordinary loss any decrease in such value to the extent #such decrease does not exceed prior
increases included in our taxable income. Under either election, we may be required to recognize taxable income from investmentsshares
held in PFICs in excess of our distributions from such PFICs, and our proceeds from any dispositions of PFIC stock, and such taxable
income will be taken into account for purposes of determining our compliance with the Annual Distribution Requirement and ealeslating
our-federal-exeise-tan-liabilitythe Excise Tax Avoidance Requirement.

Our functional currengy for U.S, federal income tax purposes is the U.S. dollar, Under Section 988 of the Code, gain or loss attributable to
fluctuations in exchange rates between the time we accrue income, expenses, or other liabilities denominated in a foreign currency and the
time we actually collect such income or pay such expenses or liabilities are generally treated as ordinary income or loss. Similarly, gain or
loss on foreign currency forward contracts, futures contracts, options, notional pringipal contracts and similar financial instruments, and the
disposition of debt denominated in a foreign curmrency, to the extent attributable to fluctuations in exchange rates between the acquisition
and disposition dates, are also treated as ordinary income or loss.

Although we do not presently expect to do so, we are authorized to borrow funds and to sell assets in order to satisfy distribution
requirements. However, under the 1940 Act, we are not permitted to make distributions to our stockholders while our debt obligations and
other senior securities are outstanding unless certain “assel coverage” tests are met. See “Regulation — Qualifying Assets” and “Regulation
— Senior Securities.” Moreover, our ability to dispose of assets to meet our distribution requirements may be limited by (1) the illiquid
nature of our portfolio and/or (2) other requirements relating to our status as a RIC, including the Diversification Tests. If we dispose of
assets in order to meet the Annual Distribution Requirement or te-aveid-the-exeise-taxthe Excise Tax Avoidance Requirement, we may make
such dispositions at times that, from an investment standpoint, are not advantageous.

i-that vear-on-alb-ofour-taxable-income. regardless of whether we make any distributions to our stockholders-dn-that-case-all-ofsuch

As a RIC, we are not allowed to carry forward or carry back a net operating loss for purposes of computing our investment company
taxable income in other taxabletax vears. U.S. federal income tax law generally permits a RIC to carry forward (i) the excess of its net
short-term capital loss over its net long-term capital gain for a given year as a short-term capital loss arising on the first day of the following
tax year and (ii) the excess of its net long- term capital loss over its net short-term capital gain for a given year as a long-term capital loss
arising on the first day of the following tax year. However, future transactions we engage in may cause our ability to use any capital loss
carryforwards, and unrealized losses once realized, to be limited under SeetionSections 382 and 383 of the Code. Certain of our investment
practices may be subject to special and complex U.S. federal income tax provisions that may, among other things, (i) disallow, suspend or
otherwise limit the allowance of certain losses or deductions, (ii) convert lower taxed long-term capital gain and qualified dividend income
into higher taxed short-term capital gain or ordinary income, (iii) convert an ordinary loss or a deduction into a capital loss (the
deductibility of which is more limited), (iv) cause us to recognize income or gain without a corresponding receipt of cash, (v) adversely
affect the time as to when a purchase or sale of stock or securities is deemed to oceur, (vi) adversely alter the characterization of certain
complex financial transactions, and (vii) produce income that will not be qualifying income for purposes of the 90% Income Test. We will
monitor our transactions and may make certain tax elections in order to mitigate the effect of these provisions.

As described above, to the extent that we invest in equity securities of entities that are treated as partnerships for U.S. federal income tax
purposes, the effect of such investments for purposes of the 90% Income Test and the Diversification Tests will depend on whether or not
the partnership is a “qualified publicly traded partnership” (as defined in the Code). If the partnership is a “qualified publicly traded
partnership,” the net income derived from such investments will be qualifying income for purposes of the 90% Income Test and such
investments generally will be “securities” for purposes of the Diversification Tests. If the partnership, however, is not treated as a “qualified
“qualified publicly traded partnership,” then the consequences of an investment in the partnership will depend upon the amount and type of
of income and assets of the partnership allocable to us. The income derived from such investments may not be qualifying income for
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purposes of the 90% Income Test and, therefore, could adversely affect our qualification as a RIC. We intend to monitor our investments in
equity securities of entities that are treated as partnerships for U.S, federal income tax purposes to prevent our disqualification as a RIC.

We may invest in preferred securities or other securities the U.S. federal income tax treatment of which may not be clear or may be subject
to recharacterization by the IRS. To the extent the tax treatment of such securities or the income from such securities differs from the
expected tax treatment, it could affect the timing or character of income recognized, requiring us to purchase or sell securities, or otherwise
change our portfolio, in order to comply with the tax rules applicable to RICs under the Code.

The remainder of this discussion assumes that we will qualify as a RIC and satisfy the Annual Distribution Requirement for the 2044
taxable2( 16 tax year and each future taxabletax year.

Taxation of U.S, Stockholders

Whether an investment in shares of our common stock is appropriate for a U.S. stockholder will depend upon that person’s particular
circumstances. An investment in shares of our common stock by a U.S. stockholder may have adverse tax consequences. The following
summary generally describes certain U.S. federal income tax consequences of an investment in shares of our common stock by taxable U.S.
stockholders and not by U.S. stockholders that are generally exempt from U.S. federal income taxation. U.S. stockholders should consult
their own tax advisors before making an investment in shares of our common stock.

Distributions by us generally are taxable to U.S. stockholders as ordinary income or capital gain. Distributions of our “investment company
taxable income™ (which is, generally, our ordinary income excluding net capital gain) generally will be taxable as ordinary income to U.S,
stockholders to the extent of our current or accumulated eamings and profits, whether paid in cash or reinvested in additional common
stock. To the extent such distributions paid by us to noncorporate U.S. stockholders (including individuals) are attributable to dividends
from U.S. corporations and certain qualified foreign corporations, such distributions generally will be eligible for taxation at rates
applicable to “qualifying dividends™ (generally at a maximum U.S. federal income tax rate of 20%) provided that we properly report such
distribution as “qualified dividend income™ in a written statement furnished to our stockholders and certain holding period and other
requirements are satisfied. In this regard, it is not anticipated that a significant portion of distributions paid by us will be attributable to
qualifying dividends; therefore, our distributions generally will not qualify for the preferential rates applicable to qualified dividend
income. Distributions of our net capital gain (which is generally our net long-term capital gain in excess of net short-term capital loss)
properly designated by us as “capital gain dividends™” will be taxable to a U.S. stockholder as long-term capital gain (generally at a
maximum U.S. federal income tax rate of 20%5 in the case of individualstrusts-orestatesnoncorporate U8, stockholders), regardless of the
U.S. stockholder’s holding period for his, her or its common stock and regardless of whether paid in cash or reinvested in additional
common stock. Distributions in excess of our current and accumulated earnings and profits first will reduce a U.S. stockholder’s adjusted
tax basis in such stockholder's common stock and, after the adjusted basis is reduced to zero, will constitute capital gain to such U.S.
stockholder.

Although we currently intend to distribute any net long-term capital gain at-least-annualbyeach tax year, we may in the future decide to
retain some or all of our net long-term capital gain, but designate the retained amount as a “deemed distribution.” In that case, among other
consequences, we will paybe subject o tax on the retained amount, each U.S. stockholder will be required to include his, her or its
proportionate share of the deemed distribution in income as if it had been actually distributed to the U.S. stockholder, and the U.S.
stockholder will be entitled to claim a credit equal to his, her or its allocable share of the tax paid thereon by us. The amount of the deemed
distribution net of such tax will be added 1o the U.S, stockholder’s tax basis for his, her or its common stock, Since we expect to pay tax on
any retained capital gain at ewrthe regular corporate tax rate for net capital gains, and since that rate is generally in excess of the maximum
rate currently payable by individuals on net capital gain, the amount of tax that individual stockholders will be treated as having paid and
for which they will receive a credit will exceed the tax they owe on the retained net capital gain. Such excess generally may be claimed as a
credit against the U.S. stockholder’s other U.S. federal income tax obligations or may be refunded to the extent it exceeds a stockholder’s
liability for U.S. federal income tax. A stockholder that is not subject to U.S. federal income tax or otherwise required to file a U.S. federal
income tax return would be required to file a U.S. federal income tax return on the appropriate form in order to ¢laim a refund for the taxes
we paid. In order to utilize the deemed distribution approach, we must provide written notice to our stockholders prier to the expiration of
60 days after the close of the relevant taxable year. We cannot treat any of our investment company taxable income as a “deemed
distribution.”

We could be subject to the-ahernative-minmum-tax-or-the AMT: but any items that are treated differently for AMT purposes must be
apportioned between us and our stockholders and this may affect our U.S, stockholders’ AMT liabilities. Although regulations explaining
the precise method of apportionment have not yet been issued, such items will generally be apportioned in the same proportion that
distributions paid to cach stockholder bear to our taxable income (determined without regard to the dividends paid deduction), unless a
different method for a particular item is warranted under the circumstances, U.S, stockholders should consult their own tax advisers to
determine how holding shares of our stock could affect their own AMT liabilities.
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For purposes of determining (1) whether the Annual Distribution Requirement is satisfied for any tax vear and (2) the amount of capital
gain dividends paid for that_tax vear, we may, under certain circumstances, elect to treat a dividend that is paid during the following
taxabletax year as ifit had been paid during the taxabletax year in guestionwhich the taxable income supporting such dividends was earned.
If we make such an election, the U.S. stockholder will still be treated as receiving the dividend in the taxabletax year in which the
distribution is made. However, any distributions declared by us in October, November or December of any calendar year, payable to
stockholders of record on a specified date in any such month and actually paid during January of the following calendar year, will be treated
as if it had been paid by us and received by our ULS. stockholders on December 31 of the calendar year in which the dividend was declared.

If an investor purchases shares of our common stock shortly before the record date of a distribution, the price of the shares will include the
value of the distribution, and the investor will be subject to tax on the distribution even though it representsmay represent a return of his,
her or its investment,

Under the distribution reinvestment plan, our U.S. stockholders who have not “opted out” of our distribution reinvestment plan will have
their cash distributions automatically reinvested in additional shares of our common stock, rather than receiving the cash distributions, Any
distributions reinvested under the plan will nevertheless be treated as having been received by the U.S. stockholders for ULS. federal income
tax purposes. A U8, stockholder will have an adjusted basis in the additional common stock purchased through the plan generally equal to
the amount of the reinvested distribution, The additional shares will have a new holding period commencing on the day following the day
on which the shares are credited to the U.S. stockholder’s account.

A U.S. stockholder generally will recognize taxable gain or loss if the stockholder sells or otherwise disposes of his, her or its shares of our
common stock. The amount of gain or loss will be measured by the difference between such stockholder’s adjusted tax basis in the common
stock sold and the net amount of the proceeds received in exchange. Any gain arising from such sale or disposition generally will be treated
as long- term capital gain or loss if the stockholder has held his, her or its shares for more than one year. Otherwise, it will be
elassifiedtreated as short-term capital gain or loss. However, any capital loss arising from the sale or disposition of shares of our common
stock held for six months or less will be treated as long-term capital loss to the extent of the amount of capital gain dividends received, or
undistributed capital gain deemed received, with respect to such shares, In addition, all or a portion of any loss recognized upon a
disposition of shares of our common stock may be disallowed if other substantially identical shares are purchased (whether through
reinvestment of distributions or otherwise) within 30 days before or after the disposition. The ability to otherwise deduct capital loss may be
subject to other limitations under the Code.

In general, noncorporate U.S. stockholders, including individuals, trusts and estates, are subject to U.S. federal income tax (at a maximum
U.S. federal income tax rate of 20%) on their net capital gain, or the excess of realized net long- term capital gain over realized net short-
term capital loss for a taxabletax year, including a long-term capital gain derived from an investment in our shares. Such rate is generally
lower than the maximum rate on ordinary income currently payable by individuals. Corporate U.S. stockholders currently are subject to
U.S. federal income tax on net capital gain at the maximum 35% rate also applied to ordinary income. Noncorporate stockholders with net
capital loss for a tax year (which we define as capital loss in excess of capital gain) generally may deduct up to $3,000 of such losses
against their ordinary income each tax year; any net capital loss of a noncorporate stockholder in excess of 33,000 generally may be carried
forward and used in subsequent tax years as provided in the Code. Corporate stockholders generally may not deduct any net capital loss for
a tax year, but generally may carry back such losses for three tax years or carry forward such losses for five tax years.

Certain U.S. stockholders who are individuals, estates or trusts generally are subject to a 3.8% Medicare tax on their “net investment
incomewhieh” (or "undistributed net investment income,” in the case of estates and trusts) with modified adjusted gross income above
certain thresholding amounts, "Net investment income,” as defined for U.S, federal Medicare contribution purposes, generally includes
dividends on, and capital gain from the sale or other disposition of, shares of our common stock.

A *“publicly offered” RIC is a RIC whose shares are either (i) continuously offered pursuant to a public offering, (ii) regularly traded on an
established securities market or (iii) held by at least 500 persons at all times during the taxableRIC's tax yvear. If we are not a publicly
offered RIC for any period, a noncorporate LS. stockholder’s pro rata portion of our affected expenses, including our management fees,
will be treated as an additional dividend to the stockholder and will be deductible by such stockholder only to the extent permitted under the
limitations described below. For LS. noncorporate stockholders, including individuals, trusts, and estates, significant limitations generally
apply to the deductibility of certain expenses of a nonpublicly offered RIC, including advisory fees. In particular, these expenses, referred 1o
as miscellaneous itemized deductions, are deductible only to individuals to the extent they exceed 2% of such a stockholder’s adjusted gross
income, and-are not deductible for AMT purposes and are subject to the overall limitation on itemized deductions imposed by the Code.
While we anticipate that we will constitute a publicly offered RIC after our first tax year, there can be no assurance that we will in fact so
qualify for any of our taxablelax years.

We (or the applicable withholding or reporting agent) will send to each of our U.S. stockholders, as promptly as possible after the end of
each calendar year, a written statement detailing, on a per share and per distribution basis, the amounts includible in such U.S. stockholder’s
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stockholder’s taxable income for such year as ordinary income (including the amount of dividends, if any, eligible for the 20% maximum
maximuim rate) and as long-term capital gain. In addition, the U.5. federal tax status of each year’s {Ilblrlblll] ons gcnmilly will be n:pt}rtud
reponcdtollaclRS%-m* fing thea tofdividends—Eany Haible-for the 2000 masi -
will not be eligible for the dwnimdw—re@elwd deduction-or-the prefe-rmlml-t:ﬁ-rate apphicable. mqudht\-ma dividends. Dlstnhutmm may
also be subjeet to additional state, local and foreign taxes depending on a U.S. stockholder’s particular situation.

We may be required to withhold U.S. federal income tax. or backup withholding (at a rate of 28%), from all taxable distributions to any
noncorporate U.S. stockholder (1) who fails to furnish us with a correct taxpayer identification number or a certificate that such stockholder
is exempt from backup withholding or (2} with respect to whom the IRS notifies us that such stockholder has failed to properly report
certain interest and dividend income to the IRS and to respond to notices to that effect. An individual's taxpayer identification number is his
or her social security number. Backup withholding tax is not an additional tax, and any amount withheld may be refunded or credited
against the U.S. stockholder’s U.S. federal income tax liability, provided that proper information is timely provided to the IRS.

e b 5 her . . satisfied-aA U.S, federal withholding
taxata 30% rate wi I] be 1mpnsed on dwldends recewed h)' U S 1tu-|:khn]dem on our stouk that own I‘.helr Emck thmubh fnrelgn accounts or
foreign intermediaries: : 3 and after December 31, 2046,

bt et b e pest bbb e 20T S, 1fs1 L S. federal withholding tax at a 30% rate will bc unpcscd on procceds of sale in
respect of our stock and ccn.urj q,apltal L»"ﬂ dwu‘lcnds rm:uwed b}r LS. ';mckhulders lha[ own their stock through foreign accounts or
foreign intermediaries- for any failure to comply (or be deemed
non-compliant) with extensive new rcportm; and mlhhuldmb requirements dcsmud to inform the U.S. Department of the Treasury of
LLS.-owned foreign investment accounts, U.S. stockholders may be requested to provide additional information to us te enable us to
determine whether withholding is required.

Under U.S. Treasury regulations, if a stockholder recognizes a loss with respect to shares of our stock of 52 million or more for an
individual, S corporation, trust, or a partnership with at least one noncorporate partner or $10 million or more for a stockholder that is either
acorporation or a partnership with only corporate partners in any single taxable year (or a greater loss over a combination of years), the
stockholder must file with the IRS a disclosure statement on IRS Form 8886 (or successor form). Direct stockholders of portfolio securities
in many cases are excepted from this reporting requirement, but under current guidance, stockholders of a RIC are not excepted. Future
guidance may extend the current exception from this reporting requirement to stockholders of most or all RICs. The fact that a loss is
reportable under these regulations does not affect the legal determination of whether the taxpayer’s treatment of the loss is proper.
Significant monetary penalties apply to a failure to comply with this reporting requirement. States may also have a similar reporting
requirement. Stockholders should consult their own tax advisors to determine the applicability of these regulations in light of their
individual circumstances.

Taxation of Non-U.S. Stockholders

Whether an investment in the shares is appropriate for a Non-U.S. stockholder will depend upon that person’s particular circumstances. An
investment in the shares by a Non-U.S. stockholder may have adverse tax consequences, Non-U.S. stockholders should consult their tax
advisers before investing in shares of our common stock.

Distributions of our “investment company taxable income™ to Non-U.S. stockholders that are not “effectively connected” with a U.S. trade
or business carried on by the Non-U_S. stockholder, will generally be subject to withholding of ULS. federal income tax at a rate of 30% (or
lower rate pmwdod by an applmﬁb]L. tr:.aly) to the extent of our current and accumulated earnings and profits, unless an applicable
exception applies, Fes everHowever, we generally will not be required to withhold any amounts
with respect to di qlnhutmns nfl{:] U S.-source mlsereqt income that would not have been subject to withholding of U.S. federal income tax if
they had been eamed directly by a Non-U.S. stockholder, and {ii) net short-term capital gains in excess of net long-term capital losses that
would not have been subject to withholding of U.S. federal income tax if they had been eamed directly by a Non-U.S. stockholder, in each
case only to the extent that such distributions are properly reported by us respectively as “interest-related dividends” or “*short-term capital
gain dividends,” as the case may be, and certain other requirements are met, “Interest-related dividends™ are dividends that are attributable
to “qualified net interest income” (i.¢., “qualified interest income,” which generally consists of certain interest and original issue discount
on obligations “in registered form™ as well as interest on bank deposits earned by a RIC, less allocable deductions) from sources within the
ULS, “Short-term capital gain dividends™ are dividends that are attributable to net short-term capital gains, other than short-term capital
gains recognized on the disposition of U.S. real property interests, carned by a R1C. However, no assurance can be given as to whether any
of our distributions will be eligible for this exemption from U.S. withhelding tax or, if eligible, will be designated as such by us.
Furthermore, in the case of shares of our stock held through an intermediary, the intermediary may have withheld U.S. federal income tax
even if we designated the payment as an interest-related dividend or short-term capital gain dividend.
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Actual or deemed distributions of our net capital gain to a Non-U.S. stockholder, and gains realized by a Non-U.S. stockholder upon the
sale of our common stock, that are not effectively connected with a U.S. trade or business carried on by the Non-U.S. stockholder, will
generally not be subject to ULS. federal withholding tax and generally will not be subject to U.S. federal income tax unless the Non-U.S,
stockholder is a nonresident alien individual and is physically present in the U.S. for more than 182 days during the taxable year and meets
certain other requirements. However, withholding of U.S. federal income tax at a rate of 30% on capital gain of nonresident alien
individuals who are physically present in the U.S. for more than the 182 day period only applies in exceptional cases because any individual
present in the ULS. for more than 182 days during the taxable year is generally treated as a resident for U.S. federal income tax purposes; in
that case, he or she would be subject to U.S, federal income tax on his or her worldwide income at the graduated rates applicable to U.S,
citizens, rather than the 30% U.S. federal withholding tax.

If we distribute our net capital gain in the form of deemed rather than actual distributions (which we may do in the future), a Non-U.S.
stockholder will be entitled to a ULS, federal income tax eredit or tax refund equal to the stockholder’s allocable share of the 1ax we pay on
the capital gain deemed to have been distributed. In order to obtain the refund, the Non-U.S. stockholder must obtain a U.S. taxpayer
identification number and file a U.S. federal income tax return even if the Non-U.S. stockholder would not otherwise be required to obtain a
U.S. taxpayer identification number or file a U.S. federal income tax return. Accordingly, investment in the shares may not be appropriate
for a Non-U.S. stockholder.

Distributions of our “investment company taxable income™ and net capital gain (including deemed distributions) to Non-U.S. stockholders,
and gain realized by Non-U.S. stockholders upon the sale of our common stock that is “effectively connected” with a U.S. trade or business
carried on by the Non-U.S. stockholder (or if an income tax treaty applies, attributable to a *permanent establishment™ in the U.S.), will be
subject to U.S, federal income tax at the graduated rates applicable to U.S, citizens, residents and domestic corporations. Corporate Non-
U8, stockholders may also be subject to an additional branch profits tax at a rate of 30% imposed by the Code (or lower rate provided by
an applicable treaty). In the case of a noncorporate Non-U.S. stockholder, we may be required to withhold U.S. federal income tax from
distributions that are otherwise exempt from withholding tax (or taxable at a reduced rate) unless the Non-U.S. stockholder certifies his or
her foreign status under penalties of perjury or otherwise establishes an exemption.

The tax consequences to a Non-U.S. stockholder entitled to claim the benefits of an applicable tax treaty may differ from those described
herein. Non-U.5. stockholders are advised to consult their own tax advisers with respect to the particular tax consequences to them of an
investment in our shares.

A Non-ULS. stockholder who is a nonresident alien individual may be subject to information reporting and backup withholding of U.S.
federal income tax on dividends unless the Non-U.S. stockholder provides us or the dividend paying agent with an [RS Form W-8BEN (or
an acceptable substitute form), IRS Form W-8BEN-E, or other acceptable U.S, nonresident withholding tax certification, or otherwise
meets documentary evidence requirements for establishing that it is a Non-U.S. stockholder or otherwise establishes an exemption from
backup withholding.

Adter June 30, 2004 certain-disclosure requirements related to LS accounts or ownershipare not satistied aA ULS. federal withholding
tax ata 30% rate will be imposed on dwldcnds. r'.:u,w:.d by curtam Non-U.S. Ltockho]dcrs—ﬁﬂ-uéémeﬁ—lﬂi—ﬂﬂmhle-w&ﬁrhe@mg on our
stock, and after December 31, 2046 satishied: 2018, a ULS,

federal withholding tax at a 30% rate will be me(ssad on proceeds nf'sale in reqpec:t nfsharcq nf:}ur common stock and certain capital gain
dividends received by certain Non-U.S. stockholders for any failure to comply (orbe deemed non-compliant) with extensive new reporting
and withholding requirements designed to inform the U.S. Department of the Treasury of U.S.-owned foreign investment accounts, Non-
LLS. stockholders may be requested to provide additional information to us to enable us to determine whether withholding is required. If
payment of withholding taxes is required, Non-U.S. stockhelders that are otherwise eligible for an exemption from, or reduction of, U.S.
federal withholding taxes with respect to such dividends and proceeds will be required to seek a refund from the IRS to obtain the benefit of
such exemption or reduction. We will not pay any additional amounts in respect of any amounts withheld.

Non-U.S. persons should consult their own tax advisors with respect to the ULS. federal income tax and withholding tax, and state, local and
foreign tax consequences of an investment in the shares,

Failure To Obtain RIC Tax Treatment

If we fail to satisfy the 90% Income Test or the Diversification Tests for any taxabletax year, we may nevertheless continue to qualify as a
RIC for such year if certain relief provisions are applicable (which may, among other things, require us to pay certain corporate-level
federal taxes or to dispose of certain assets).

If we were unable to obtain tax treatment as a RIC, we would be subject to tax on all of our taxable income at regular corporate rates,
regardless of whether we make any distributions to our stockholders. We would not be able to deduct distributions to stockholders, nor
would they be required to be made. Distributions would generally be taxable to our stockholders as dividend income to the extent of our
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current and accumulated earnings and profits (in the case of noncorporate U.S. stockholders, generally at a maximum rate applicable to
qualified dividend income of 20%). Subject to certain limitations under the Code, corporate distributees generally would be eligible for the
the dividends-received deduction. Distributions in excess of our current and accumulated eamings and profits would be treated first as a
return of capital to the extent of the stockholder’s tax basis, and any remaining distributions would be treated as a capital gain.

If we fail to meet the RIC requirements for more than two consecutive years and then, seek to re-qualify as a RIC in a subsequent tax vear,
we would be subject to regular corporate-level income taxation on any built-in gain recognized during the succeeding Hofive-year period
unless we made a special election to recognize all such built-in gain (that 15, the excess of the aggregate gains, including items of income,
over aggregate losses that would have been realized with respect to such assets if we had sold our investments and other assets at FMV at
the end of the tax year) upon our re-qualification as a RIC and to pay the corporate-level tax on such built-in gain.

Backup Withholding and Information Reporting

U.S. Stockholders. Information returns are required to be filed with the IRS in connection with dividends on the common stock and
proceeds received from a sale or other disposition of the commaon stock to a ULS. stockholder unless the ULS. stockholder is an exempt
recipient. 1.8 stockholders may also be subject to backup withholding on these payments in respect of the common stock unless such U.S.
stockholder provides its taxpayer identification number and otherwise complies with applicable requirements of the backup withholding
rules or provides proof of an applicable exemption.

Non-U.S. Stockholders. Information retumns are required to be filed with the IRS in connection with payment of dividends on the common
stock to Non-ULS. stockholders. Unless a Non-U.S. stockholder complies with certification procedures to establish that it is not a United
States person, information returns may also be filed with the IRS in connection with the proceeds from a sale or other disposition of the
common stock. A Non-U.S. stockholder may be subject to backup withholding on these payments unless it complies with certification
procedures to establish that it is not a United States person or otherwise establishes an exemption, The certification procedures required to
claim the exemption from withholding tax-eninterest, as described above under * — Taxation of Non-U.S. Stockholders,” will satisfy the
certification requirements necessary to avoid backup withholding as well.

Amounts withheld under the backup withholding rules are not additional taxes and may be refunded or credited against a U.S. stockholder’s
or Non-U.S. stockholder’s U.S. federal income tax liability, if any, provided the required information is timely furnished to the IRS.

Possible Legislative or Other Actions Affecting Tax Considerations

Prospective investors should recognize that the present U.S. federal income tax treatment of an investment in our stock may be modified by
legislative, judicial or administrative action at any time, and that any such action may affect investments and commitments previously
made. The rules dealing with U.S. federal income taxation are constantly under review by persons involved in the legislative process any by
the IRS and the U.5. Treasury Department, resulting in revisions of regulations and revised interpretations of established concepts as well
as statutory changes. Revisions in U.S. federal tax laws and interpretations thereof could adversely affect the tax consequences of an
investment in our stock.

State and Local Tax Treatment
The state and local treatment may differ from U.S. federal income tax treatment.

The discussion set forth herein does not constitute tax advice, and potential investors should consult their own tax advisors concerning the
tax considerations relevant to their particular situation.

REGULATION

We have elected to be regulated as a BDC under the 1940 Act. The 1940 Act contains prohibitions and restrictions relating to transactions
between BDXCs and their affiliates, principal underwriters and affiliates of those affiliates or underwriters, The 1940 Act requires that a
majority of the directors be persons other than “interested persons,” as that term is defined in the 1940 Act. In addition, the 1940 Act
provides that we may not change the nature of our business so as to cease to be, or to withdraw our election as, a BDC unless approved by
the lesser of (i) 67% or more of the voting securities present at a meeting if the holders of more than 50% of our outstanding voting
securities are present or represented by proxy or (i) 50% of our voting securities.

We are generally not permitted to sell our common stock at a price below NAV per share. See “Risk Factors — Risks Related to Business
BevelopmentCompamiesBDCs — Regulations governing our operation as a BDC and RIC will affect our ability to raise, and the way in
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which we raise, additional capital or horvow for investment purposes, which may have a negative effect on our groweh.” We may, however,
however, sell our common stock, or warrants, options or rights to acquire our common stock, at a price below the then-current NAV of our
our common stock if our board of directors determines that such sale is in our best interests and the best interests of our stockholders, and
our stockholders approve such sale. In addition, we may generally issue new shares of our common stock at a price below NAV in rights
offerings to existing stockholders, in payment of dividends and in certain other limited circumstances.

Qualifying Assets

Under the 1940 Act, a BDC may not acquire any asset other than assets of the type listed in Section 55(a) of the 1940 Act, which are
referred to as qualifying assets, unless, at the time the acquisition is made, qualifying assets represent at least 70% of the company’s total
assets. The principal categories of qualifying assets relevant to our business are any of the following:

L. Securities purchased in transactions not involving any public offering from the issuer of such securities, which issuer (subject to
certain limited exceptions) is an eligible portfolio company, or from any person who is, or has been during the preceding 13
months, an affiliated person of an eligible portfolio company, or from any other person, subject to such rules as may be prescribed
by the SEC. An eligible portfolio company is defined in the 1940 Act as any issuer which:

a. is organized under the laws of, and has its principal place of business in, the U.S.;
b. is not an investment company (other than a small business investment company wholly owned by the BDC) or a
company that would be an investment company but for certain exclusions under the 1940 Act; and
c. satisfies any of the following:
i does not have any class of securities that is traded on a national securities exchange;
ii. has a class of securities listed on a national securities exchange, but has an aggregate market value of
outstanding voting and non-voting common equity of less than $250 million;
jii. is controlled by a BDC or a group of companies including a BDC and the BDC has an affiliated person whois a
director of the eligible portfolio company; or
v, is a small and solvent company having total assets of not more than $4.0 million and capital and surplus of not
less than $2.0 million

2 Securities of any eligible portfolio company that we control.

3. Securities purchased in a private transaction from a U.S. issuer that is not an investment company or from an affiliated person of
the issuer, or in transactions incident thereto, if the issuer is in bankruptey and subject o reorganization or if the issuer,
immediately prior to the purchase of its securities was unable to meet its obligations as they came due without material assistance
other than conventional lending or financing arrangements.

4, Securities of an eligible portfolio company purchased from any person in a private transaction if there is no ready market for such
securities and we already own 60% of the outstanding equity of the eligible portfolio company.

5. Securities received in exchange for or distributed on or with respect to securities described in (1) through {4) above, or pursuant to
the exercise of warrants or rights relating to such securities.

b. Cash, cash equivalents, U.5. government securities or high-quality debt securities maturing in one vear or less from the time of
investment.

In addition, a BDC must have been organized and have its principal place of business in the U.S. and must be operated for the purpose of
making investments in the types of securities described in (1), (2) or (3) above.

Managerial Assistance to Portfolio Companies

In order to count portfolio securities as qualifying assets for the purpose of the 70% test, we must either control the issuer of the securities
or must offer to make available to the issuer of the securities (other than small and solvent companies described above) significant
managerial assistancesexeeptthet-where, However, when we purchase such securities in conjunction with one or more other persens acting
together, one of the other persons in the group may make available such managerial assistance. Making available managerial assistance
means any arrangement whereby the BDC, through its directors, officers or employees, offers to provide, and, if accepted, does so provide,
significant guidance and counsel concerning the management, operations or business objectives and policies of a portfolio company.
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Temporary Investments

Pending investment in other types of “qualifying assets,” as described above, our investments may consist of cash, cash equivalents, U.S,
government securities or high-quality debt securities maturing in one year or less from the time of investment, which we refer to,
collectively, as temporary investments, so that 70% of our assets are qualifying assets.

Senior Securities

We are permitted, under specified conditions, to issue multiple classes of debt and one class of stock senior to our common stock if our
asset coverage, as defined in the 1940 Act, is at least equal to 200% immediately after each such issuance. In addition, while any senior
securities remain outstanding, we must make provisions to prohibit any distribution to our stockholders or the repurchase of such securities
or shares unless we meet the applicable asset coverage ratios at the time of the distribution or repurchase. We may also borrow amounts up
to 5% of the value of our total assets for temporary or emergency purposes without regard to asset coverage. For a discussion of the risks
associated with leverage, see “Hem—A—Risk Factors — Risks Relsting—to-BusinessDevelopment-CompantesRelated to BDCs —
Regulations governing our operation as a BOC and RIC will affect our ability to raise, and the way in which we raise additional capital or
borrow for invesament purposes, which may have a negative effect on our growth.”

Code of Ethics

We, our Advisers and our Dealer Manager have each adopted a code of ethics under Rule 17j-1 of the 1940 Act that establishes procedures
for personal investments and restricts certain personal securities transactions, Personnel subject to each code may invest in securities for
their personal investment accounts, including securities that may be purchased or held by us, so long as such investments are made in
accordance with the code’s requirements. We have attachedincluded these codes of ethies as exhibits to the registration statement pertaining
to the Offering of our shares of common stock. You may also read and copy, after paying a duplication fee, the codes of ethics at the SEC's
Public Reference Room located at 100 F Street, N.E., Washington, D.C. 20549, or by making an electronic request to the following email
address: publicinfo@sec.gov. You may obtain information on the operation of the Public Reference Room by calling the SEC at(202) 942-
8090, In addition, the code of ethics is available on the EDGAR Database on the SEC’s Internet site at hitp://www.sec.gov.

Compliance Policies and Procedures

We and our Adviser have adopted and implemented written policies and procedures reasonably designed to prevent violation of the federal
securities laws, and our board of directors is required to review these compliance policies and procedures annually to assess their adequacy
and the effectiveness of their implementation. We-haveQur board of directors has designated Jason Maxwell as our Chief Compliance
Officer.

Proxy Voting Policies and Procedures

1t is unlikely that our portfolio investments will solicit proxies for shareholder votes on a regular basis. To the extent we receive proxy
statements, however, we have delegated our proxy voting responsibility to our Adviser. The proxy voting policies and procedures of our
Adviser are set forth below. The guidelines are reviewed periodically by our Adviser and our independent directors, and, accordingly, are
subject to change.

Introduction
As an investment adviser registered under the Advisers Act, our Adviser has a fiduciary duty to act solely in the best interests of its clients.
As part of this duty, it recognizes that it must vote client securities in a timely manner free of conflicts of interest and in the best interests of

its clients,

These policies and procedures for voting proxies for the investment advisory clients of our Adviser are intended to comply with Section 206
of, and Rule 206(4)-6 under, the Advisers Act.

Proxy Policies
Our Adviser will vote proxies relating to our securities in the best interest of our stockholders. It will review on a case-by-case basis each
proposal submitted for a stockholder vote to determine its impact on our portfolio securities. Although our Adviser will generally vote

against proposals that may have a negative impact on our portfolio securities, it may vote for such a proposal if there exist compelling long-
term reasons to dO 50,
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The proxy voting decisions of our Adviser are made by the senior officers who are responsible for monitoring each of its clients’
investments. To ensure that its vote is not the product of a conflict of interest, it will require that: (a) anyone involved in the decision-
making process disclose to its Chief Compliance Officer any potential conflict that he or she is aware of and any contact that he or she has
had with any interested party regarding a proxy vote; and (b) employees involved in the decision making process or vote administration are
prohibited from revealing how our Adviser intends to vote on a proposal in order to reduce any attempted influence from interested parties.

Proxy Voting Records

You may obtain information, without charge, regarding how we voted proxies with respect to our portfolio securities by making a written
request for proxy voting information to: Chief Financial Officer, 2800 Post Oak Boulevard, Suite 5000, Houston, Texas 77056-6118, or by
collect calling the Company at (888) 220-6121. Also, the SEC maintains a website at www.sec.gov that contains such information.

Other

As a BDC, we are subject to periodic examinations by the SEC for compliance with the 1940 Act. We are required to provide and maintain
a bond issued by a reputable fidelity insurance company to protect us against larceny and embezzlement. Furthermore, as a BDC, we are
prohibited from protecting any director or officer against any liability to us or our stockholders arising from misconduct, bad faith, gross
negligence or reckless disregard of the duties involved in the conduct of such person’s office.

Securities Exchange Act and Sarbanes-Oxley Act Compliance

We are subject to the reporting and disclosure requirements of the Exchange Act, including the filing of quarterly, annual and current
reports, proxy statements and other required items. In addition, we are subject 1o the Sarbanes-Oxley Act of 2002, which imposes a wide
variety of regulatory requirements on publicly held companies and their insiders. Many of these requirements will affect us. For example:

+  pursuant to Rule 13a-14 of the Exchange Act, our Chief Executive Officer and Chief Financial Officer are required to
certify the accuracy of the financial statements contained in our periodic reports;

+  pursuant to ltem 307 of Regulation S-K, our periodic reports are required to disclose our conclusions about the effectiveness
of our disclosure controls and procedures; and

+  pursuant to Rule 13a-15 of the Exchange Act, our management is required to prepare a report regarding its assessment of
our internal control over financial reporting.

The Sarbanes-Oxley Act requires us to review our current policies and procedures to determine whether we comply with the Sarbanes-
Oxley Act and the regulations promulgated thereunder. We monitor our compliance with all regulations that are adopted under the
Sarbanes-Oxley Act and have taken actions necessary to ensure that we comply with that law.

PLAN OF DISTRIBUTION
General

We are offering £1,500,000,000 worth of our common stock to the public at a current offering price of $9.558,90 per share, except as
provided below, through Hines Securities, Inc., our Dealer Manager. The shares are being offered on a “best efforts” basis, which means
generally that our Dealer Manager is required to use only its best efforts to sell the shares and it has no firm commitment or obligation to
purchase any of the shares. This Offering will terminate on or before the third { 3rd) anniversary of the effectiveness date of the registration
statement of which this prospectus forms a part.

The initial minimum permitted purchase is $2,500 of shares of common stock. Additional purchases must be in increments of $300, except
for purchases made pursuant to our distribution reinvestment plan.

This Offering must be registered in every state in which we offer or sell shares. Generally, such registrations are for a period of one year,
Thus, we may have to stop selling shares in any state in which our registration is not renewed or otherwise extended annually. We reserve
the right to terminate this Offering at any time prior to the stated termination date.

We held our initial closing under the Initial Offering on September 17, 2012, and we currently conduet closings on a weekly basis. Subject
Subject to the requirements of state securities regulators with respect 1o sales to residents of their states, there is no minimum number of
shares required to be sold in this Offering. All subscription payments are placed in a segregated interest-bearing account and held in trust
for our subscribers” benefit, pending release to us at the next scheduled weekly closing. We are offering shares of our common stock ona
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a continuous basis at a current offering price of $9-558.90 per share. However, to the extent that our NAV per share increases, we will sell
shares of our common stock at a price necessary to ensure that shares of our common stock are not sold at a price per share , after deduction
deduction of selling commissions and Dealer Manager fees, that is below our NAV per share . In the event of a material decline in our NAV
WAV per share that we deem to be non-temporary and that results in a 2.5% or higher decrease of our NAV per share below our then-current
then-current net-offering price , and subject to certain other conditions, we will reduce our offering price .

Because the price per share of our common stock may change, persons who subscribe for shares in this Offering must submit subscriptions
for a fixed dollar amount rather than for a number of shares and, as a result, may receive fractional shares of our common stock. Promptly
following any such adjustment to the offering price per share, we will file a prospectus supplement with the SEC disclosing the adjusted
offering price, and we will also post the updated information on our website at www . HinesSecurities.com/bdesfhms-income-fund/.
Information contained on our website is not incorporated by reference into this prospectus, and you should not consider that information to
be part of this prospectus, We intend to issue shares of common stock issued pursuant to our distribution reinvestment plan on the first day
following the completion of the month to which they relate.

About our Dealer Manager

We have engaged Hines Securities, Inc. as our Dealer Manager. Hines Securities, Inc. is a member firm of FINRA. Hines Securities, Inc.
was organized on 2003 for the purpose of participating in and facilitating the distribution of securities of programs sponsored by Hines, its
affiliates and its predecessors. Hines Securities, Inc. is indirectly owned by an affiliate of Hines. Hines Securities, Inc. is our Dealer
Manager or is named in the registration statement as Dealer Manager in two offerings, including two offerings in which Hines is the sole
sponsor, that are effective,

Compensation of Dealer Manager and Selected Broker-Dealers
Except as provided below, our Dealer Manager receives selling commissions of 7.0% of the gross proceeds of shares sold in the Offering.

Our Dealer Manager also receives a Dealer Manager fee up to 3.0% of the gross offering proceeds as compensation for managing and
coordinating the Offering, working with the selected broker-dealers and providing sales and marketing assistance.

Our Dealer Manager may authorize other broker-dealers that are members of FINRA, which we refer to as selected broker-dealers, 1o
sell our shares. Our Dealer Manager may re-allow all of its selling commissions attributable to a selected broker-dealer.

Our Dealer Manager, in its sole discretion, may also re-allow to any selected broker-dealer a portion of its Dealer Manager fee as a
marketing fee in an amount up to 1.5% of gross stock offering proceeds from the Offeringsale of shares of common stock-seld-in-the
Offering by such selected broker-dealer; and may pay out of its Dealer Manager fee up to an additional 1.0% of gross offering proceeds
from the sales of shares of common stock sold in the Offering by such broker-dealer, as reimbursement for distribution and marketing-
related costs and expenses, such as, fees and costs associated with attending or sponsoring conferences and technology costs. The amount of
the reallowance will be based on factors such as the prior or projected volume of sales and the amount of marketing assistance and the level
of marketing support provided by the selected broker-dealer, in the past and anticipated to be provided in this Offering. In addition, our
Dealer Manager may incur the expense of training and education meetings, business gifts and travel and entertainment expenses which
comply with the FINRA Rules and will pay any such expenses out of its Dealer Manager fee. Our Dealer Manager will use the portion of its
Dealer Manager fee that it does not re-allow to selected broker-dealers to pay commissions and salaries of its registered persons
participating in this Offering.

We will not pay selling commissions or Dealer Manager fees on shares sold under our distribution reinvestment plan, The amount that
would have been paid as selling commissions and Dealer Manager fees if the shares sold under our distribution reinvestment plan had been
sold pursuant to this public Offering of shares will be retained and used by us. Therefore, the net proceeds to us for sales under our
distribution reinvestment plan will be greater than the net proceeds to us for sales pursuant to this prospectus.

Under the rules of FINRA, the maximum compensation payable to members of FINRA participating in this Offering may not exceed 10%
of our gross offering proceeds. If, upon an abrupt termination of the Offering, the total amount of underwriting compensation paid in
connection with the Offering exceeds 10% of our gross offering proceeds (excluding proceeds from the sale of shares under our distribution
reinvestment plan), then our Dealer Manager will pay to us an amount equal to the underwriting compensation in excess of 10%.

We have agreed to reimburse our Adviser for all actual issuer costs incurred by our Adviser and its affiliates in connection with this
Offering. However, the aggregate of such costs, may not exceed an aggregate of 1.5% of the gross stock offering proceeds—from-the
Offering-of ovrcommen-stoek during our Offering period. Such issuer costs may include our reimbursements to our Dealer Manager and
selected broker-dealers for bona fide out- of-pocket itemized and detailed due diligence expenses incurred by selected broker-dealers and
and their personnel when visiting our office to verify information relating to us and this Offering and, in some cases, reimbursement of the
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the allocable share of actual out-of-pocket employee expenses of internal due diligence personnel of the selected broker-dealers conducting
conducting due diligence on the Offering. These due diligence reimbursements are not considered part of the 10% underwriting
compensation under FINRA Rule 23 10{b)(4)(B)(vii), so long as they are included in a detailed and itemized invoice, although they are
considered an organization and offering expense, which cannot exceed 15% of the offering proceeds.

Other than these fees, we may not pay referral or similar fees 1o any professional or other person in connection with the distribution of the
shares in this Offering.

We have agreed to indemnify the selected broker-dealers, including our Dealer Manager and selected registered investment advisers,
against certain liabilities arising under the Securities Act and liabilities arising from breaches of our representations and warranties
contained in the Dealer Manager agreement. However, the SEC takes the position that indemnification against liabilities arising under the
Securities Act is against public policy and is unenforceable. The broker-dealers participating in the Offering are not obligated to obtain any
subscriptions on our behalf, and we cannot assure you that any shares of common stock will be sold.

We will not pay any selling commissions in connection with the sale of shares to investors whose contracts for investment advisory and
related brokerage services include a fixed or “wrap” fee feature. Investors may agree with their participating brokers to reduce the amount
of selling commissions payable with respect to the sale of their shares down to zero (i) if the investor has engaged the services of a
registered investment adviser or other financial adviser who will be paid compensation for investment advisory services or other financial
or investment advice or (i1} if the investor is investing through a bank trust account with respect to which the investor has delegated the
decision-making authority for investments made through the account to a bank trust department. The net proceeds to us will not be affected
by reducing the commissions payable in connection with such transaction, Neither our Dealer Manager nor its affiliates will directly or
indirectly compensate any person engaged as an investment adviser or a bank trust department by a potential investor as an inducement for
such investment adviser or bank trust department to advise favorably for an investment in our shares.

We will not pay selling commissions in connection with the sale of our common stock to one or more soliciting dealers and to their
respective officers and employees and some of their respective affiliates who request and are entitled to purchase common stock net of
selling commissions.

It is illegal for us to pay or award any commissions or other compensation to any person engaged by you for investment advice as an
inducement to such adviser to advise you to purchase our common stock. However, nothing herein will prohibit a registered broker-dealer
or other properly licensed person from earning a sales commission in connection with a sale of the common stock.

Special Discounts

Our officers and directors and their immediate family members, as well as officers and employees of our Adviser, Main Street, MSC
Adviser, and their respective affiliates and their immediate family members (including spouses, parents, grandparents, children and
siblings), Friends, and other individuals designated by management, and, if approved by our board of directors, joint venture partners,
consultants and other service providers, may purchase shares of our common stock in this Offering without being subject to any selling
commissions or Dealer Manager fees. “Friends” mean those individuals who have had long standing business and/or personal relationships
with our officers and directors. There is no limit on the number of shares of our common stock that may be sold to such persons.

In addition, the selling commission and the Dealer Manager fee may be reduced or waived in connection with certain categories of sales,
such as sales for which a volume discount applies, sales to certain institutional investors, sales through investment advisers or banks acting
as trustees or fiduciaries, sales to our affiliates, sales to employees (and their spouses, parents, and minor children) of selected participating
broker-dealers, sales made by certain selected participating broker-dealers at the discretion of our Dealer Manager, sales in wrap accounts
managed by participating broker-dealers or their affiliates and sales in managed accounts that are managed by participating broker-dealers
or their affiliates.

The amount of net proceeds to us will not be affected by reducing or eliminating the selling commissions or the Dealer Manager fee
payable in connection with sales to such institutional investors and affiliates. Our Adviser and its affiliates will be expected to hold their
shares of our common stock purchased as stockholders for investment and not with a view towards distribution.

To the extent permitted by law and our charter, we will indemnify the selected broker-dealers and our Dealer Manager against some civil
liabilities, including certain liabilities under the Securities Act and liabilities arising from breaches of our representations and warranties

contained in the Dealer Manager agreement.

Volume Discounts
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We offer a reduced share purchase price to “single purchasers™ on orders of more than $500,000 of our common stock and selling
commissions paid to Hines Securities, Inc. and participating broker-dealers will be reduced by the amount of the share purchase price
discount. The per share purchase price of common stock will apply to the specific range of each share purchased in the total volume ranges
set forth in the table below. The reduced purchase price of our common stock will not affect the amount we receive for investment.

Purchase Price per Share of our Selling Commission per Share of

Common Stock in our Common Stock in

For a “Single Purchaser™ Volume Discount Range'" Yolume Discount Range

52,500 - $500,000.00 50-558.90 T7.0%
$500,000.01 - $750,000.00 $0-458.81 6.0%
750,000,001 = $1,000,000,00 £0.368.72 5.0%
$1,000,000.01 - $2,500,000.00 $0.268.63 4.0%
$2,500,000.01 — $5,000,000.00 39-478.54 3.0%
Ower 55,000.000.00 S0.078.46 2.0%

(1) Assumes a $9:558,90 per share current offering price of our common stock. Discounts will be adjusted appropriately for changes
in the offering price.

We will apply the reduced selling price per share of our common stock and selling commissions to the incremental shares within the
indicated range only. Thus, for example, a total subscription amount of 1,250,000 of our common stock would result in the purchase of
132548 142,195 shares at a weighted average purchase price of $5:438.79 per share as shown below:

+ S500,000 at $9:358,90 per share = 3235656180 shares; (7% selling commission + 3% Dealer Manager fee);
« 5$250,000 at $2-458 81 per share = 26:45528,377 shares; (6% selling commission + 3% Dealer Manager fee);
+ 5250,000 at $9-268,72 per share = 2670928 670 shares; (5% selling commission + 3% Dealer Manager fee); and
+ 5250,000 at $9:268.63 per share = 26:99828 969 shares; (4% selling commission + 3% Dealer Manager fee).

Subseriptions may be combined for the purpose of determining the volume discounts in the case of subscriptions made by any “purchaser.”
as that term is defined below, provided all such shares of our common stock are purchased through the same broker-dealer. The volume
discount is prorated among the separate subscribers considered to be a single “purchaser.” Any request to combing more than one
subscription must be made in writing submitted simultaneously with your subscription for shares of our common stock, and must set forth
the basis for such request. Any such request is subject to verification by our Dealer Manager that all of such subscriptions were made by a
single “purchaser.”

For the purposes of such volume discounts, the term “purchaser” includes:

+ anindividual, his or her spouse and their children under the age of 21 who purchase the shares for his, her or their own accounts;

+ acorporation, partnership, association, joint-stock company, trust fund or any organized group of persons, whether incorporated or
not;

+ an employees' trust, pension, profit sharing or other employee benefit plan qualified under Section 401(a) of the Code:

+ all commingled trust funds maintained by a given bank; and

+ any person or entity, or persons or entities, acquiring shares that are clients of and are advised by a single investment adviser
registered under the Advisers Act.

If a single purchaser described in the categories above wishes to have his, her or its orders so combined, that purchaser is required to
request the treatment in writing, which request must set forth the basis for the discount and identify the orders to be combined. Any request
is subject to our verification that all of the orders were made by a single purchaser.

Orders also may be combined for the purpose of determining the commissions payable in the case of orders by any purchaser described in
any category above who orders additional shares of common stock. In this event, the commission payable with respect to the subsequent
purchase of shares equals the commission per share of common stock which would have been payable in accordance with the commission
schedule set forth above if all purchases of common stock had been made simultaneously.

Notwithstanding the above, our Dealer Manager may, at its sole discretion, enter into an agreement with a selected broker-dealer, whereby
whereby such selected broker-dealer may aggregate subscriptions of common stock as part of a combined order for the purpose of offering
offering investors reduced aggregate selling commissions, provided that any such aggregate group of subscriptions must be received from
from such selected broker-dealer. Additionally, our Dealer Manager may, at its sole discretion, aggregate subscriptions of common stock as
as part of a combined order for the purpose of offering investors reduced aggregate selling commissions, provided that any such aggregate
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aggregate group of subscriptions must be received from our Dealer Manager. Any reduction in selling commissions and Dealer Manager
fees is prorated among the separate subscribers,

In order to encourage purchases of shares of our common stock in excess of 500,000 shares, our Dealer Manager may, in its sole discretion,
agree with a purchaser to reduce the selling commission and the Dealer Manager fee. However, in no event will the net proceeds o us be
affecied by such fee reductions. For the purposes of such purchases in excess of 500,000 shares, the term “purchaser” has the same meaning
as defined above with respect to volume discount purchases.

Subscription Process

To purchase shares in this Offering, you must complete and sign a subscription agreement (in the form attached to this prospectus as
Appendix A) for a specific dollar amount equal to or greater than $2,500 in shares of our common stock and pay such amount at the time of
subscription. You should pay for your shares by delivering a check for the full purchase price of the shares, payable to *HMS Income Fund,
Inc.” You should exercise care to ensure that the applicable subscription agreement is filled out correctly and completely.

By executing the subscription agreement, you will attest that you:

+ have received the final prospectus;

+ accept the terms of our charter;

+ meet the suitability requirements described in this prospectus:

+ are purchasing the shares for your own account;

+ acknowledge that there is no public market for our shares; and

= are in compliance with the USA PATRIOT Act and are not on any governmental authority watch list.

We include these representations in our subscription agreement in order to prevent persons who do not meet our suitability standards or
other investment qualifications from subseribing to purchase our shares.

Subseriptions will be effective only upon our aceeptance, and we reserve the right to reject any subscription in whole or in part. We may not
aceept a subscription for shares until at least five business days after the date you receive the final prospectus. Within 30 days of our receipt
of each completed subscription agreement, we will accept or reject the subscription. If we accept the subscription, we will mail a
confirmation within three days. If for any reason we reject the subscription, we will promptly retum the funds and the subscription
agreement, without interest or deduction, within ten business days after rejecting it. We intend to update the stockholder list at least
quarterly to reflect changes in the information contained in such list, including substituted investors. In the case of assignments, where the
assignee does not become a substituted investor, we will recognize the assignment not later than the last day of the calendar month
following a receipt of notice assignment and required documentation.

Investments through IRA Accounts

Community National Bank has agreed to act as an IRA custodian for investors who would like to purchase shares through an IRA. For any
account holder that makes and maintains an investment equal to or greater than 510,000 in shares of our common stock through an IRA for
which Community National Bank serves as custodian, we will pay the base fee for such IRA for the first calendar year and an affiliate of
Hines will pay the base fee for such IRA for each successive year. Beginning on the date that their accounts are established, all investors
will be responsible for any other fees applicable to their accounts with Community National Bank. Further information about custodial
services is available through your broker or through our Dealer Manager. See “Questions and Answers About This Offering — Who can
help answer my questions?” for our Dealer Manager’s contact information,

Supplemental Sales Material

In addition to this prospectus, we intend to use supplemental sales material in connection with the Offering, although only when
accompanied by or preceded by the delivery of the prospectus, as supplemented. We will file all supplemental sales matenial with FINRA
prior to distributing such material. The supplemental sales material does not contain all of the information material to an investment
decision and should only be reviewed after reading the prospectus. The sales material expected to be used in permitted jurisdictions
includes:

+ investor sales promotion brochures;

* cover letters transmitting the prospectus;

+ brochures containing a summary description of the Offering;

+ fact sheets deseribing the general nature of HMS Income Fund, Inc. and our investment objective;
« asset flyers describing our recent investments;

+ broker updates;
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+ online investor presentations;

+ third-party article reprints;

+ website material;

+ electronic media presentations; and

= client seminars and seminar advertisements and invitations,

All of the foregoing material is prepared by our Advisers or their affiliates with the exception of the third-party article reprints, if any. In
certain jurisdictions, some or all of such sales material may not be available. In addition, the sales material may contain certain quotes from
various publications without obtaining the consent of the author or the publication for use of the quoted material in the sales material.

We are offering shares in this Offering only by means of this prospectus. Although the information comtained in our supplemental sales
materials will not conflict with any of the information contained in the prospectus, as supplemented, the supplemental materials do not
purport to be complete and should not be considered a part of or as incorporated by reference in the prospectus, or the registration statement
of which the prospectus is a part,

LIQUIDITY STRATEGY

We intend to explore a potential liquidity event for our stockholders between four and six years following the completion of our offering
period. However, we may determine to explore or complete a liquidity event sooner than between four and six years following the
completion of our offering period or not at all. We will view our offering period as complete as of the termination date of our most recent
public equity offering, if we have not conducted a public offering in any continuous two-year period. We may determine not to pursue a
quuidjty event if we believe that then-current market conditions are not favorable for a liquidity event, and that such conditions will
improve in the future. See “Risk Factors — Risks Relating to the Offering and Our Common Stock — Beeensse-thereiswo-prblic-trading
miaekeiforur shares of secommen stock are not listed on an exchange or quoted theongh a guotation system, will not be listed for the
Soveseeable future, if ever, and we are not obligated 1o effeciuate a liguidity event by a specified date. Therefore, itwillbe-difftenltfor-vou
teyon will have (imived lguidity and may not receive a full retwrn of your fnvested capital i vou sefl vour shares of common stock, ™

A liguidity event could include (1) the sale of all or substantially all of our assets either on a complete portfolio basis or individually
followed by a liquidation, (2) a listing of our shares on a national securities exchange; or (3) a merger or another transaction approved by
our board of directors in which our stockholders will receive cash or shares of a publicly traded company. While our intention is to seek to
explore a potential liquidity event between four and six years following the completion of our offering period, there can be no assurance
that a suitable transaction will be available or that market conditions for a liquidity event will be favorable during that timeframe. In making
a determination of what type of liquidity event is in our best interest, our board of directors, including our independent directors, may
consider a variety of eriteria, including portfolio diversification, portfolio performance, our financial condition, potential access to capital as
a listed company, market conditions for the sale of our assets or listing of our securities, internal management considerations and the
potential for stockholder liquidity. If we determine to pursue a listing of our securities on a national securities exchange in the future, at that
time we may consider ¢ither an intemal or an external management structure.

Prior to the completion of'a liquidity event, our share repurchase program may provide a limited opportunity for you to have your shares of
common stock repurchased, subject to certain restrictions and limitations, at a price which may reflect a discount from the purchase price
you paid for the shares being repurchased. See “Share Repurchase Program™ for a detailed description of our share repurchase program.

FINRA Rule 23 10(b){3)( D) requires that we disclose the liquidity of prior public programs sponsored by Hines, our Sponsor. [n addition to
HMS Income Fund, Inc., the Hines group of companies has sponsored the following three other public programs: Hines REIT, Hines
Global REIT, and Hines Global REIT 11, none of which has reached the period in which it expected to consider a liquidation event.

SHARE REPURCHASE PROGRAM

In September 2013, we commenced a share repurchase program pursuant to which we intend to offer to repurchase approximately 10% of
of our weighted average number of outstanding shares in any 12-month period on such terms as may be determined by our board of
directors in its complete and absolute discretion unless, in the judgment of the independent directors of our board of directors, such
repurchases would not be in the best interests of our stockholders or would violate applicable law, Under the MGCL, except as provided in
in the following sentence, a Maryland corporation may not make a distribution to stockholders, including pursuant to our repurchase
program, if, after giving effect to the distribution, (i) the corporation would not be able to pay its indebtedness in the ordinary course or (i)
(it} the corporation’s total assets would be less than its total liabilities plus preferential amounts payable on dissolution with respect to
preferred stock (unless our charter provides otherwise). Notwithstanding the provision requiring total assets to exceed total liabilities plus
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plus senior liquidation preferences, a corporation may make a distribution, including a repurchase, from: (i) the net earnings of the
corporation for the fiscal year in which the distribution is made; (i1) the net earnings of the corporation for the preceding fiscal year; or (jii)
(iii) the sum of the net earnings of the corporation for the preceding eight fiscal quarters, We will conduet such repurchase offers in
accordance with the requirements of Rule 13e-4 of the Exchange Act and the 1940 Act. In months in which we repurchase shares, we will
will generally conduct repurchases on the same date that we hold our last weekly closing for the sale of shares in this Offering. Any offer to
to repurchase shares will be conducted solely through tender offer materials mailed to each stockholder and is not being made through this
this prospectus.

The board of directors also will consider the following factors in making its determination regarding whether to cause us to offer to
repurchase shares and under what terms:

+ the effect of such repurchases on our qualification as RIC (including the consequences of any necessary asset sales);
+ the liquidity of our assets (including fees and costs associated with disposing of assets):

+ our investment plans and working capital requirements;

+ the relative economies of scale with respect to our size;

« our history in repurchasing shares or portions thereof; and

* the condition of the securities markets.

Unless our board of directors determines otherwise, we will limit the number of shares to be repurchased by us (1) during any calendar year
to the proceeds we receive from the sale of our common stock under our distribution reinvestment plan during the trailing four quarters, and
(it} in any calendar quarter to 2.5% of the weighted average number of shares of common stock outstanding during the trailing four
quarters, though the actual number of shares that we offer to repurchase may be less in light of the limitations noted above. We intend to
offer to repurchase such shares on each date of repurchase at a price equal to the NAV per share, as determined within 48 hours prior to the
repurchase date.

You may tender for repurchase all of the shares you own as of any repurchase date. If the number of shares tendered for repurchase exceeds
the number of shares we seek to repurchase, we will repurchase shares on a pro rata basis. As a result, we may repurchase less than the full
amount of shares that you request to have repurchased. 1f we do not repurchase the full amount of your shares that you have requested to be
repurchased, or we determine not to make repurchases of our shares, you may not be able to dispose of your shares. Any periodic
repurchase offers will be subject in part to our available cash and compliance with the RIC qualification and diversification rules
promulgated under the Code.

Any tender offer presented to our stockholders will remain open for a minimum of 20 business days following the commencement of the
tender offer. In the materials that we will send to our stockholders, we will include the date that the tender offer will expire. All tenders for
repurchase requests must be received prior to the expiration of the tender offer in order to be valid. If there are any material revisions to the
tender offer materials (not including the price at which shares may be tendered) sent to our stockholders, we will send revised materials
reflecting such changes and will extend the tender offer period by a minimum of an additional five business days. If the price at which
shares may be tendered is changed, we will extend the tender offer period by a minimum of an additional ten business days.

In order to submit shares to be tendered, stockholders will be required to complete a letter of transmittal, which will be included in the
materials sent to our stockholders, as well as any other documents required by the letter of transmittal. At any time prior to the expiration of
the tender offer, stockholders may withdraw their tenders by submitting a notice of withdrawal to us. If shares have not been accepted for
payment by us, tenders may be withdrawn any time after the date that is 40 business days following the commencement of the tender offer.

We will not repurchase shares, or fractions thereof, if such repurchase will cause us to be in violation of the securities or other laws of the
United States, Maryland or any other relevant jurisdiction. While we intend to conduct quarterly tender offers as described above, we are
not required to do so and may amend, suspend or terminate the share repurchase program at any time.

Transfer on death designation. You have the option of placing a transfer on death:er("TOD;") designation on your shares purchased in this
Offering. A TOD designation transfers ownership of your shares to your designated beneficiary upon your death. This designation may only
be made by individuals, not entities, who are the sole or joint owners with right of survivorship of the shares. However, this option is not
available to residents of Louisiana or Puerto Rico. If you would like to place a TOD designation on your shares, you must check the TOD
box on the subscription agreement.

CUSTODIAN, TRANSFER AND DISTRIBUTION PAYING AGENT AND REGISTRAR, AND ESCROW AGENT

Our securities held as collateral under the Capital One Credit Facility are held under a custody agreement by Amegy Bank National
Association, whose address is 1221 MeKinney Street, Houston, Texas 77010, Our securities held as collateral under the Deutsche Bank
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Credit Facility are held under a custody agreement by U.S. Bank National Association, whose address is One Federal Street, 3rd Floor,
Boston, Massachusetts 02110, DST Systems Inc. acts as our transfer agent, plan administrator, distribution paying agent and registrar. The
The principal business address of DST Systems Inc. is 333 W, 11™ St. Kansas City, Missouri 641035, UMB Bank, N.A. is our escrow agent,
agent. The principal business address of our escrow agent is 1010 Grand Blvd, 4* Floor, Kansas City, Missouri 64106, and our escrow
agent’s telephone number is 816-860-3017.
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BROKERAGE ALLOCATION AND OTHER PRACTICES

Since we intend to generally acquire and dispose of our investments in privately negotiated transactions, we expect to infrequently use
brokers in the normal course of our business. Subject to policies established by our board of directors, our Adviser is primarily responsible
for the execution of the publicly traded securities portion of our portfolio transactions and the allocation of brokerage commissions. Our
Adviser does not execute transactions through any particular broker or dealer, but seeks to obtain the best net results for us, taking into
account such factors as price (including the applicable brokerage commission or dealer spread), size of order, difficulty of execution, and
operational facilities of the firm and the firm’s risk and skill in positioning blocks of securities. While our Adviser generally secks
reasonably competitive trade execution costs, it will not necessarily pay the lowest spread or commission available, Subject to applicable
legal requirements, our Adviser may select a broker based partly upon brokerage or research services provided to it and us and any other
clients. In return for such services, we may pay a higher commission than other brokers would charge if our Adviser determines in good
faith that such commission is reasonable in relation to the services provided.

LEGAL MATTERS

Certain legal matters regarding the shares of common stock offered hereby have been passed upon for us by Venable LLP, Baltimore,
Maryland.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The audited consolidated financial statements, financial highlights, Schedule 12-14 and senior securities table included in this prospectus
and elsewhere in the registration statement, have been so included in reliance upon the reports of Grant Thornton LLP, independent
registered public accountants, as stated in their reports appearing herein. Grant Thornton LLP's principal business address is 475 Wdaekson
Blvd—20th-Hleer 1 71N, Clark St., Suite 200, Chicago, [llinois, 6060460601,

AVAILABLE INFORMATION

We have filed with the SEC a registration statement on Form N-2, together with all amendments and related exhibits, under the Securities
Act, with respect to our shares of common stock offered by this prospectus. The registration statement contains additional information
about us and our shares of common stock being offered by this prospectus.

Any stockholder will be permitted access to all of our records to which they are entitled under applicable law at all reasonable times and
may inspect and copy any of them for a reasonable copying charge. Under the MGCL, our stockholders are entitled to inspect and copy,
upon written request during usual business hours, the following corporate documents: (i) our charter; (i) our bylaws; (iii) minutes of the
proceedings of our stockholders: (iv) annual statements of affairs; and (v) any voting trust agreements. A stockholder may also request
aceess to any other corporate records, which may be evaluated solely in the discretion of our board of directors.

We intend to maintain an alphabetical list of the names, addresses and telephone numbers of our stockholders, along with the number of
shares of our common stock held by each of them, as part of our books and records and will be available for inspection by any stockholder
at our office. We intend to update the stockholder list at least quarterly to reflect changes in the information contained therein. In addition to
the foregoing, Rule 14a-7 under the Exchange Act, provides that, upon the request of a stockholder and the payment of the expenses of the
distribution, we are required to distribute specific materials to stockholders in the context of the solicitation of proxies for voting on matters
presented to stockholders or provide requesting stockholders with a copy of the list of stockholders so that the requesting stockholders may
make the distribution of proxies themselves. If a proper request for the stockholder list is not honored, then the requesting stockholder will
be entitled to recover certain costs incurred in compelling the production of the list as well as actual damages suffered by reason of the
refusal or failure to produce the list. However, a stockholder will not have the right to, and we may require a requesting stockholder to
represent that it will not, secure the stockholder list or any other information for any commercial purpose not related to the requesting
stockholder’s interest in our affairs. We may also require such stockholder to sign a confidentiality agreement in connection with the
request,

We are required to file with or submit to the SEC annual, quarterly and current reports, proxy statements and other information meeting the
the informational requirements of the Exchange Act. You may inspect and copy these reports, proxy statements and other information, as
well as the registration statement and related exhibits and schedules, at the Public Reference Room of the SEC at 100 F Street, N.E.,
Washington, D.C. 20549, You may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-
1-800-SEC-0330. The SEC maintains an Internet site that contains reports, proxy and information statements and other information filed
electronically by us with the SEC, which are available on the SEC’s website at hnp:#www.sec.gov. Copies of these reports, proxy and
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information statements and other information may be obtained, after paying a duplicating fee, by electronic request at the following e-mail
e-mail address: publicinfo@see.gov, or by writing the SEC’s Public Reference Section, 100 F Street, N.E., Washington, D.C. 20549,
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PRIVACY NOTICE

We are committed to protecting your privacy. This privacy notice explains the privacy policies of HMS Income Fund, Inc. and its affiliated
companies, This notice supersedes any other privacy notice you may have received from HMS Income Fund, Inc,

We will safeguard, according to strict standards of security and confidentiality, all information we receive about you, The only information
we collect from you is your name, address, number of shares you hold and vour social security number. This information is used only so
that we can send you annual reports and other information about us, and send you proxy statements or other information required by law.

We do not share this information with any non-affiliated third party except as described below.

+  Authorized Employees of our Adviser. It is our policy that only authorized employees of our Adviser who need to know your
personal information will have access to it.

+  Service Providers. We may disclose your personal information to companies that provide services on our behalf, such as record
keeping, processing your trades, and mailing you information. These companies are required to protect your information and use it
solely for the purpose for which they received it.

+  Courts and Government Officials. If required by law, we may disclose your personal information in accordance with a court order
or at the request of government regulators. Only that information required by law, subpoena, or court order will be disclosed.

If you decide to no longer do business with us, we will continue to follow this privacy policy with respect to the information we have in our
our possession about you and your account.
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HMS Income Fund, Inc.
Condensed Consolidated Balance Sheets
(dollars in thousands, except share and per share amounts)
December 31,

A 5 P Ais sssa

(Unaudited)

ASSETS
Portfolio investments at fair value:

Non-Control Non-Affiliate investments (amortized cost: $870.584880,163 and
$465:663866,499 as of September 36, 2045March 31, 2016 and December 31, 2044:2015, 8 844:062809,806 §  45L047812,205

Affiliate invesiments (amortized cost: $47:63530,459 and $742023,949 as of Sepiember36;

204+5March 31, 2016 and December 31, 20442015, respectively) HE204372, 208 FA2425,303
Control investments (amortized cost: 51433613171 and $44.52414 241 as of Seprermbes 30,

2045March 31, 2016 and December 31, 2044, '-‘LU_S_, respectively) 14336]5,728 $4:524 5,480
B e e catumbey 3 LT T A s of S69BITEI  473562852,988
Cash and cash equivalents H63420,505 HoRas24,001
Interest receivable FH22R,248 43287027
Receivable for securities sold 2:480]1,824 30441,995
Prepaid and other assets 512700 338511
Deferred offering costs (net of accumulated amortization of $8:0739,030 and $4.4289,018 as

of September-30:-2043March 31, 2016 and December 31, 2044, 2!315, respectively) 1330296 23881,107
Deferred financing costs (net of accumulated amortization of $50221,733 and 8582),370 as

of Seprember-30-2045March 31, 2016 and December 31, 2044:201 5, respectively) 5-4554,052 TA204 KH3
Total assels s 43730004357 § 506224893412
LIABILITIES

Accounts payable and other liabilities s SHLOIL $ 246624
Payable for unsettled trades 34196514 24
Stockholder distributions payable 34843,805 HFe03,717
Due to affiliates 57364,791 4:5305,723
Payable for securities purchased 38:0663,563 St:542 11,696
Notes payable 395,000 182.864380,000
Tonal liabilities 446596408 ,684 2o 6 4H401,760

Commitmenis and Contingencies (Note 11)

NET ASSETS

Commaon stock, $.001 par value; 150,000,000 shares authorized, 55.912.46564,661 916 and

_30- BT I-}E{I:&g‘}._ﬁl.ﬂﬂ Js.sued andlouislamimg as of September30-2045March 31, 2016 and 5663 3162
Additional paid-in capital 401 4865604,233 273.774546,508
Accumulated distributions in excess of net investment income-netefsioekholder HH0{2,662) —{3.219)
Net unrealized (depreciation) (25:25965,963) (+3:74251,699)
Total net assets 467143495673 260:003491,652
Total liabilitics and nel assels S SI3739904,357 8 506:224893,412
Net assel value per share $ 835767 § BA0T B8

See notes to the condensed consolidated financial statements.
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Condensed Consolidated Statements of Operations
(dollars in thousands, except share and per share amounts)

INVESTMENT INCOME:
Interest, fee and dividend income:

Mon-Comtrol/Non-Afiliate investiments

Adffiliate investments

Control investments

Total interest, fee and dividend income

EXPENSES:
Interest expense
Base management and incentive fees
Administrative services expenses
Offering costs
Professional fees
Insurance
Other general and adminisirative

Expenses before fee and expense waivers
Waiver of sansgement-and-incentive fees
Waiver of administrative services expenses

Total expenses, net of fee and expense waivers

NET INVESTMENT INCOME

D GAIN (LOSS) FROM
MNon-Affiliate investiments
AfTiliate investments

Control investments

Total realized gain (loss) from investments
NET REALIZED INCOME

NET UN’EEM.L.'.".ED APPRECIATION
“Non-Control/Non-A ffiliate investments
Affiliate investments
Control investments
Total net unrealized appreciation (depreciation)

NET INCREASE (DECREASE) IN NET ASSETS
ARSI

FVEEEE TERICT B O ST T

ANDOILLITED
NET REALIZEL INCOME PER SHARE

NET INCREASE (DECREASE) IN NET ASSETS
RESULTING FROM QPERATIONS PER SHARE -
DISTRIBUTIONS DECLARED PER SHARE

WEIGHTED AVERAGE SHARES OUTSTANDING
RASIC AND DT TITEDY

See notes 1o the condensed consolidated financial statements,

HMS Income Fund, Inc.

(Unaudited)
Three Months Ended Nine Months Ended
Seplember Seplembher Sepienvh Seprenhwer 3 24

$6.75320438 § 5640]1,358 § 43023 § 10484
340587 37199 774 az
232234 —236 702 =

47.12821,259  564711,793 44490 10518

ASI3TI0 44351975 7643 1857
44334987 4.6423,365 12452 3340
517533 314437 1434 1084

12

H428 131203 426 49
4847 49 45 14
178328 166232 604 409
S45410,045  3:4846,261 22714 FETTY
(155493) (824358)  H44 675y
(547533) (I 439 0843
— — 1

Fd20019 0745, 466 R 4175
9:54312,240  3.6736,327 24661 6343
(47646) 63520 130 6
(+7646) 6520 130 246
9.52611,594  3.73%6,347 24704 6,550

(49:55416,066) 0629120 {2 F1033)
234835 6928 b2 &
—1,318 — — —

(19.32414.263)  ¢L9003.8400 (SR H=hdr)

$ (9.7982,669) § 183810187 § 43274 § 4932
040,09 § 020017 5 BSS § (T

$ 018 § 020018 § 035 § 052

§  (0:480.04) € 00028 § 029 § B39

$ 017 & 017 8 832 4 0:52

A3 DA Bi3 236,

Shoat, sen SR 1528038
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For the MineThree Months Ended

HMS Income Fund, Inc.
Condensed Consolidated Statements of ChangeChanges in Net Assets
September 3020015 and-September 30 2014]

il

{dollars in thous

ands, except number of sha
(Unaudited)

March 31, 2016 and March 31, 2015
res)

ST R 3 & TS — % — % HAL 5 2R3
Fcbbk bR kS ERRRTEN - - — ERERTTE)
R - ok - — — by
- - Ry - - - [t
— — sy — — — b
- - - 23504 3 — b3
= — B 24604 30 A ns
S5012465 & 56 & 400486 § e 8 -5 252500 & 46743
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See notey to the condensed consolidated financial statements.




HMS Income Fund, Inc.
Condensed Consolidated Statements of Cash Flows
(dollars in thousands)
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Met increase (decrease) in net assets resulting from operations
Adjustments to reconcile net increase {decrease) in net assets resulting from operations to

net cash used in operating activities:

Principal repayments received and proceeds from sales of investments in portfolio

companies
Investments in portfolio companies

Met unrealized (appreciation) depreciation of portfolio investments

Net realized (gain) loss on sale of portfolio investments

Met payment-in-kind interest accrual

Changes in other assets and liabilities:
Interest receivable
Prepaid and other assets
Due to affiliates
Accounts payable and other liabilities
Payable for unsetiled trades
Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common stock
Redemption of common shares
Payment of selling commissions and dealer manager fees
Payment of offering costs
Payment of stockholder distributions
Repayments on notes payable
Proceeds from notes payable
Payment of deferred financing costs
Met cash provided by financing activities

Net inerease (decrease) in cash and cash equivalents

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

Nige Three Months NineThree Months
Ended

Ended

13.224(2,669) § 4:03210,187
HO81347,384 6940524, 588
(533:96383,139) (333:882187,231)
H54714,263 1627(3,840)
30646 (24620)
#3303 265211

12 —
(2:3222,267) (642489)
(FH08) (4] 594)
(3:594321) (2.799],678)
220125) 208178

= 4

H900(79) 28282, 355
274315 20260
(3053514} 74{1,799)
(404-4H924,861) (2585541 57,672)
227.95514,760 15800894552
(+4451,528) (H04289)
(20:4681,051) (HT968,675)
(3:644301) (24471.476)
(H3,6075,156) (3:0272,783)
(Hooan 106,000) (95:63630,8064)
318:800]121,000 2235001 18,000
(3:542359) (ZH4752)
40018521, 365 263.037161,713

(+:2343,496) +4634,041
H9-86824,001 635619868
18.63420,505 § 10.83923,909

See notes to the condensed consolidated financial statements.
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HMS Income Fund, Inc.
Condensed Consolidated Schedule of Investments

A of Seprressbor 25,
(dollars in thousands)
(Unaudited)
Principa Fair
Portfodio Company (11 {3) Business Deseription Type of Investment {25 13) Index Rate (23} (T Cost(7) Value
Control Investments (6)
GRT Rubber Technologies, LLC (81100 Engineered Rubber LIBOR Plus 9.00% (Floor 1.00%), L momth LIBOR ] HJ-H-b.B-i ST0046,7 $ 700468
(13 [":EIM Manufscturer Current Coupon |0.00%%, Secured 36 48
Deba (Matanty - December 19,
Member Units {2896 shares) — - 6,435 6ARAEEE
——— i,
H336L, 1433615,
Subtotal Contral Investments (61 (2% of total Investments at falr valsc) iAMDY § 44236
AlTiliate Tnvestments (4)
AFG Capltal Group, LLC (10 (13) Provider of Rento-Oram 11.00% Seured Debt (Maturity HNong § 3440324 $3.0163,1 $30063.2
Flrumcmg Salutions ond  Date - Movember 7, 2019 (1] 5 L]
Member Linits (46 shares) = 300 435345
Warrants (10 equivalent shares, = — 65 62132
Expiration - November 7, 2024)
A9 3543187
Investment Parinership = = R85 3305
Investment Pannership = = 138 336
HWTFHW Temps LLC (8} (100 {13) Temparary Stafling LIBOR Plus 9. 1 m uﬂ 204 2429243 2RF1A3
&lhﬁ‘nn.:-y . Current Coupon 10,502, Secuned 3 A
Diebt {Matanity Date = July 2, 20200
l'{eﬁcrmd Membser Units (200 = — L Wk
S, -1I J—H—li.ﬁ?
ALH. Corbin, LLC {10y (13) Mamufacturer and 100.00% Seoured Debt (Maturity Hone 5003 456 ‘.M‘].-P A3 -I"
Distributor of Trffic Date <Augusi 31, 2020)
l'tcf.‘crmd Member Units {1000 — 15000 I,SI}CI
H0654,92 +:9634,92
Mystic Logistics, Inc. (10} {13) Logistics and 12.00% Secured Debt (Maturity Hong 2,362 2206230 364136
Distribution Services Date - August 15, 2019) a2 b4
Provider for Large
Commaon Siock (1 468 shares) ( 16) — — 680 48] 34
—
HOT6LE +0063,11
SoftTouch Medical Holdings LLC (8) (100 Honse Provider of LIBOR Plus 9.00% (Floor 1.00%), Lmonth LIBOR FASSLALS AL d3a) AT
(13 Pediairic Durahle Current Coupon 10,0095, Secuned 4 5
Medical Equipment mmlhhlurilr Date - October 31,
Member Lnits (798755 shares) (16) — _— B0 S42]1,320
23802,27 2392274
Sublotal Alliliate Investnents (4) (24% of total investrents al fir valoe) HROIEH $18300
Mon-L’ Milinte Ty,
Accubel Corparalion () (L1} 3 month LIBOR § I03STS 10203% 10204
Az Pubilishing Greug, LLC 31 01} w 3 month LIBOR 2261 9084 2082
sl e St an by Tt Gy LIBOR Plus 5008 {Flosr 3 55875 £9.595 10,628
tresAdeel, LLC (8).011) Iformation AR 511, Cument 4038 2504 4934
Allflex Holdings 111 Tnc. (8) Manufacturer of DR Plus 7.00% (Floar 1.00%), 3 month LIBOR 14922 4504415, 4434414,
Livestock Mentification  Current Coupon 8 00, Sceured L k] 43
Products Dbt {Matarniy - July 19, 2021 (14}
AmeriTeeh College Operations, LLC (1) For-Profit Nursing and — 10.00% Secured Debi, (Matusity - None 4303TS  ARSITS  ARRITS
(13} Healihcare College January 31,2020}
None 6l & el
Neng 64 & 2
— — 284 284
lﬂ T84
AMF Bowling Centers, Inc. (8) Bowling Alley Operator  LIBOR Mlus 6.25% (Floar 1.00%), 3 month LIBOR FARERZI3E FRR0013, FaaaR13,
Current Coupon 7.25%, Securced 12 ]‘-H o5

Debt (Matanty - September 18,
EYTEy
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HMS Income Fund, Inc.
Condensed Consolidated Schedule of Investments

A of Seprembor-30- 2405,
(dollars in thousands)
(Unaudited)
Principal Fair
Paortfollo Company (11(3) Business Deseription Type of lnvestment (2) (3 Index Bate (22) [k} Cost (7} Value
AP Gaming 1, LLC {81(11) Developer, LIBOR Plus 8.25% (Floor 1.00%), 3 month LIBOR HeASE11L3 HAE 1, HS30510,
Manufacturer, and (.'um:nl(.'uu[mll‘!.zm Secured 18 266 581
Operator of Gaming Debt {Matanty - December 21,
LY S . A
Apex Linen Service, Inc. (10 (13) Nene 0 2945 25
1 month LIBOR, 400 A0 400
ERCLE H
Aptean, Inc, (8) Enterprise Application  LIBOR Plus 4,.25% (Floor 100%), 3 month LIBOR 4 AT A0 44304,40 4360429
Software Provi Curreni Coupon §.25%, Secured 4 1}
Deba {Matanny - February 26, J020)
Arcus Hunting, LLC (8} (11) Manufacturer of LIBOR Plus 7.00% (Floor 1.00%]), 3 month LIBOR SIS UET 5323585 8327591
o Baowhunting and Archery  Current Coupon 8.00%, Seeuncd H b':‘!‘,} ..95
Products and Accessories mmlhhlurilr = Mowvember |13,
Artel, LLC (8) kBl LIBOR Plus 6487,00% { Floor 3 month LIBOR 4253259 H6293, 19 EHeL0E
CommernaiPunideral  1.25%), 125% CumrnuL 0% PIK, 2 &
Secure Satellite .. Cument Coupon 7-:258.25%, Secured
ATX Networks Corp, (8) (910024 Provider of Radia LIBOR Plus 6,00% tl‘loor 1 W‘!ﬁ-] 3 month LIBOR AdRi3 4.8 1463214, 1RER1S,
Frequency Management  Current Coupon 7.000%, Sec 1.4 s il
Equipment Dbt lMaIanly Jume 11, 202I1
BarkFly Ventures, LLU (11} Casual Restaurant Group 1 2.00% Secured Debi (Maturity HNone 1374 3460,35 346125
Dite - August 30, 2020) (1] 4
Warrants (364 aquivalent shares, — — 158 1]
Expiration - Augusi 31, 2025)
Options {731 equivalent shares) = bt 133 R L5E
1432
Berry Avintion, Inc. (113 Charter-Airline 1200 Cument /1. 75% PIK HNong 1407 4385138 +385L39
ServioesCharter Service ured Diebe (Maturity Date « 7 i
[}, I VW ST A
won Stock (138 shares) = — 100 22
Bioventus, LLC (8 (1) Production of Orthopedic LIBOR Plus 1000% (Floor |.00%), 1 month LIBOR T 6 REI6ED 6EI0639
Healing Products Current Coupon | 1.00%%, Sccured | ]
Db (Matunity - Apel, 11, 2020)
Blackbrush CHl and Gas LP (81 Oil & Gas Exploration  LIBOR Plus 6,50% (Floar 1.00%), 3 month LIBOR 12,085 H63411, MR
Current Coupon 7,50%, Secured b k(]
Dbt {Matanity - July 30, 202 1) {14}
Blackhawk Specialty Tools LLC (814125 Oilficld Fquipment &  LIBOR Plus 5,25% (Floor 1,25%), 3 month LIBOR SHI0EIE BAILI] BASNEIL
Services Current Coupaon 6. 50%, Secured i 4
Debt {Matanity - August | 2009)
Blue Bird Body Company (8) School Bus LIBOR Plus 5.50% (Floor 1.00%), 3 month LIBOR ST 0ET 5075403 5427494
Manufacturer Currenl Coupon 6.50%, Secured [} ]
Dbt {Matanity - June 26, 2020}
Bluestem Brands, Inc, (81 (9) Multi-Chanisel Retailer  LIBOR Plus 7.50% (Floar 1.00%), 3 month LIBOR HE2014.4 31314, 1462412,
of Gieneral Merchandise  Current Coupon §.50%, Secured 17 143 in
Debt {Matanty - November 6, 2020)
Brightwood Caplial Fund IIL LP (9 (15} Invesiment Pannership LI Interests {Brightwood Capital = A 3815 3R251066
Fund I LP) iFally diluted .5352%) 3
Brundage-Bone Concrete Pumping, Ine.  Construction Services Iﬁ 38‘0 Secwred Bond (Maturity - HNong ORI L20 HAATELE, RS0,
Provider September 1. 20211(14) L] 14 .0}
Buca C, LLC (81 (10) (13) ResbaumunisCisual LIBOR Plus 7.25% (Floar 1L00%3), 1 month LIBOR 17,020 1603416, Ml 7,
Restaurant Group Current Coupon 8.25%. Securcd 2 20
Dbt (Matanty - June 30, 2020}
Preferred Member Units (4 units, — — 2400 200334
6.0 cumulative) [}
mlmm mmzu.
CAl Saftware, LLC (100113} Provider of Specialized  12.00% Seoured Debt (Mamrity Mone 243 085 4—E+-2I Dtr HH-H l]S
Emterprise Resource Date - Detober 1, 2019}
Planmang Saftwan:
Member Units (16,339 shares) = — 163 20325
S22 422l Al
CJ Holding Com (849 0il and Gas Equipment  LIBOR Plus 3.50% (Floor 1.00%), Lmonth LIBOR S0703.040 5463521 42007 64
e i and Scn'iccsaw Current Coupan 6.50%, Securcd . ,22 3
Deba (Matanty - March 24, 2020)
Caplusion Holding, LLC () (10013 Business Lender M Nong 40 2072 201
= = 300 el
42 31
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HMS Income Fund, Inc.
Condensed Consolidated Schedule of Investments

A of Seprembor-30- 2405,
(dollars in thousands)
(Unaudited)
Principal Fair
Paortfollo Company (11(3) Business Deseription Type of lnvestment (2) (3 Index Bate (22) [k} Cost (7} Value
Cengage Learning Acguisitions, Inc. (8) Provider of Educational  LIBOR Plus 6.00% (Floor 1.00%), 1 month LIBOR FE RS 51 FRN2AE A U248 4
Print and Digital Current Coupon 700%, Secured 3 03 90
Services Dbt {Matunity - March 31, 2020}
Cenven Corporation Provider of Commercial — 6.000% Secured Bond (Marurity - None 10000 $4458 48 £44007 27
iing, Envel August 1, 2019) [ H
Labels, Printed Office
Charlotie Russe, Inc. (8)413) Fast-Fashion Retailer o LIBOR Plus 5.50% (Floar 1.25%), 3 month LIBOR 15,0001 $483714, 250380
Young Women Current Coupon 6.75%, Seeu 464 b1
Dbt {Mataney - May 22, 2019
Clarius BIGS, LLC (11 (13p018) Primis & Advertising 13.00% FIK Seeared Dbt {Maturity Mong 2A52 420 23072 1T eHE201
Film Financing - January 5, 2015) (4918) 1
20000%% PIK Scoured Dbt (Maturity None GIETE  A33TES 225004
- Janusry 5, 2005) (818)
440295 342395
Compuware Corporathon (8 Provider of Software and - LIBOR Flus 5.25% (Floar 1L.00%), 3 momth LIBOR AR LH05R14, 1305314,
’ Supporiing Services Current Coupon 6.25%, Secured 0l 419 KRR
Hbrl‘lMalanly- December 15,
Covenant Surgleal Partners, Inc, :'_\\mwlilnr)' Surgical S.TSKSfﬂf:ﬂr\s?‘ Dicht {Muturity - Nong 9,500 9,500 0.‘11-9.15
CRGT, Inc. (8) Provider of Custom LIBOR Plus 6.50% (Floor 1.00%3), Fh2E0| L5 AELL, d224]],
Software Development  Current Coupon 7.50%, Securcd Lot LIEOY 0 L) b |
mg‘lhfaluriw— December 18,
CST Indusdries, Inc. (8) Brorage Tank LIBOR Plus 6.25% (Floor 1.50%), 3 mh un 2 LET] 2070RT 2074185
Mamufacturer Current Coupon 7.75%, Secured 1 1
Dbt {Matarity - May 22, 2007}
Datseom, LLC (10) (13) Technology and 5.2544/5.23% PIK, Cursent Coupon None 1,245 225,22 228014
Teleoommunications 10.50% Secured Debl (Maturty - [ 4
’ Class A Prefered Memiber Unis — — bl 2613
(+4631,530 units, 15.0%
cl = - 670 B951
FE TR PR TS N el
HOHL02 +0701,79
Digital River, lnc., (3) Provider of Outsoureed  LIBOR Plus 6.50% (Floor 1.00%), 3 month LIBOR 006145 T, 1400014,
e-Commerce Solutions  Current Coupon 7.50%, Secured kT A i1z
and Serviess Debt {Matanty - February 12, 2021)
ECP-PF Huldings Groups, Loc. (11) Fitness Club Operator 3 menth LIBOR, LE1S  LE6l LB
atunty - Novernber 2
East West Copolymer & Robber, LLC Manufacturer of 12.00% Secured Debt (Matrity None 2400 23458235 2480 51
(1 {13 Symihetic Rubbers Date - Detaber 17, 20199 g ]
Warranis (433820627697 — — L] 4a13
cquivalent shares, Expiration -
Maralhas 1€ 904 ————
‘.:R—.’»F!,J—j HS—{Q_J;
ECPPEHoldings oD Eitness Ciub-Crpemi EHBOR-Riis-0.00%

Energy & Exploration Partners, LLC
(B18)

Evergreen Skills Lux S el (dfvia
Skilksoft) (8119)

Extreme Reach, Inc. (8)
Flavars Holdings, Inc, (8}

Fram Group Holdings, Inc., (8)

Frevpuert-Fiv- Lien-Loan Fund WL
)

GST Awtolenther, Inc. (8)

Ol & Gias Exploration
and Proxluciion

Technology-Based
Performance Suppan
Salutions.

Integrated TV and Video
Advemising Plmform

Global Provider of
Flavering and

Manufacturer of
Automotive Mainienance
Products

Invesimem-Parrerchip

Automive Leather
Manufacurer

LIBOR plus 6.75% (Floor 1.000%),
Current Coupon 7.75%, Secured
Dkt (Maturity « January 22, 2015)
FTIvLiE

LIBOR Plus 8.25% [F_Inosl;':.l)ﬂ%].

Current Coupon 9.25%, Secu
Debt {Matanty - April 28, 2022)

LIBOR Plus 3.75% (Floor 100%),
Current Coupon 6.75%%, Securcd
Dbt {Mataniny - February 7, 2020)

LIBOR Plus 5,75% (Floor 1.00%),
Current Coupon 6.75%%, Sccurcd
Dbt {Mataney - April 3, 2020)

LIBOR Plus 5.30% (Floar 1.50%),
Current Coupon 7.00%, Sccurcd
Dbt {Mataney - Fuly 29, 2017)

LIBOR Plus 5.50% (Floor 1.00%3),
Current Coupon 6.50%, Secured
Dieht (Matanity Date - July 10, 2020}

F#9

e T

L 550
5,500 WE.&% F557LIT
|

0 2% &
924 LI

1002 H536710, 8376517
i 7

#2676,587 i-_-.'!:l@ﬁ,j-zl H—Hﬂ_jg
$55012.27 $3301L6 &HILLD
3 12 ErS
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HMS Income Fund, Inc.
Condensed Consolidated Schedule of Investments

A of Seprembor-30- 2405,
(dollars in thousands)
(Unaudited)
Principal Fair
Paortfollo Company (11(3) Business Deseription Type of lnvestment (2) (3 Index Bate (22) [k} Cost (7} Value
Guerdon Modular Holdings, Inc. (1) {130 Mults-Family and A0 300 Secuned Deba Mone 2600 23382 34 15442587
Commereial Mosdular (Maturity - August 13, 2009) 2 H
Lmenth LIBOR, 240 233 ]
{‘ommnsmk{drﬁ-t-lijm - - T46 648302
3.—2&:43&{ 923,11
Guitar Uenter, Inc. l-taui_ll.-ul Instrumsents . Slﬁ&'\cﬁurrd Bond (Matunity - m 15013 4—1—'}3-:?1‘5‘ I.-?—J{-ht‘[j_
Haleon Resources Corporation-£494 0l & Gas Exploration & 9.73% Unsecured Bond {Maturity - None 3000 2AESLGE 020333
Production July 15, 20200 017) 3
Haojel] Branded Foods, Inc, (81 (11} Multi-Airpar, Mubi- LIBOR Plus 6. m [Flnor 1. Mﬁ] S month LIBOR S3445473 S200542 S204540
Concepi Kestaurani Current Coupan 7.5 3 8
Operalor Deba {Matariy Da.lc Jul} ..8 20213
Horlzon Glabal Corporation (8442 Auto Parts Manofacturer - LIBOR Plus 6,00% (Floor 100%), 1 month LIBOR IBARR1DS JBGISL2, B2,
e Current Coupon 700%, Securcd 13 3 43
W (Matariny Date - June 30,
Hunter Defense Technologies, Ing. (8) Provider of Military ond - LIBOR, Flus 5:507.00% (Floor 1 momth LIBOR 104635104 10F5410, MUidRE 6
Commercial Sheliers and  1.0025), Current Coupon 6-308.00%, 9 4 38
Systems S rcd‘Dzan E‘M:.lunLyDunc -
Hygea Holdings Corp. i) i1 3 Menth LIBOR 000 132 7342
B = Loy ELE
il 171l
TCON Health and Fitness, [, Producer of Fitness 11.8%% Secured Boad { Maturity - None 4—1-3--oL-l 3 HA2T14, Heedll,
Produess October 13, 2016) 203 o7i
iEncrgieer Limited (8) (9) Provider of Business  LIBOR 604 (Floor 1.25%), 1 month LIBOR 44604,155 4455415 4433363
Outsourcing Solutions {‘Iurrv:nl Coupon 7.25%, Seeu ’ 0 H
Dbt {Matariy - May 1, 2009)
Indiviar Finance, LLC (8) (%) Specialty Pharmaceutical  LIBOR Plus 6.00% (Floar 1.00%), 3 monih LIBOR. 26259375 D0048,90 420893
l.“ompal&Tmting Current Coupon 7.00%:, Securcd 1 5
Opioid Dependence ?:h;l”aluﬂl}'— December 19,
% 3 month LIBOR 4974 4920 4230
T oof the Mountain Gods Resort amd Hodel & Casino Owmer 9,25% Secured Bond (Maturity - HNone 10,749 4054310, 9807094
Casing Operator November 020, 358 k4
Intertnin Group Limited (8) (9) Business - Lo-Cons mer LIBOR Plus 6.50% (Floor 1.00%3), HANGT AhE S 06
Cnline Gaming Operalor - Current Coupon 7.50%, Secured Lmouth LIBOR 1 0 51
Dbt (Matarity - April 8. 2022}
iPaymsent, Ine. (Bp402) Provider of Merchant LIBOR Plus 5.25% (Floor 1.50%), 15,115 LkB2h]1d, 4487704,
Acquisition Current Coupon 6.75%, Secured Eoouh LIBOK LU 445
Dbt {(Matarity - May &, 2017}
Qor US Ing. (K) Business Process LIBOR Plus 5.00% (Floor 1.00%3), : mh um FHEHTRIT FA2RT33 Ga25,41
Dulsourcimg Services Current Coupon 6.00%, Secursd 1] o
Pravider Dbt (Matunity - Apel 1. 2021)
1 Fa P T B Pevel ! HBQR—FM—TM—M
A c
(L ; [ e— A4 R : 9350 2380
TronGiate Energy Services, LLUC Ol and Gias Services ] ] M‘G Sm.mul Bomd { Maturity - m 525 5818 J;WH,JE

Jackmont Hospitality, Inc. (85 (11}
Joerns Healiheare, LLC (8)

Jabn Pewre Baapabsipues, D448 L
J55 Holdings, Ine. (8)

l’édkmuﬂ Bergensons Serviees, LLC
(&)

Kendra Scoti, LLC (8)

Fmgzisn: of Casual

Dining Restaurants Sn'gcd Db (Manurity May
Manufacturer and LIBOR Plus 5.00% (Floor 1.00%5),
Distribwtor of Health {‘Iurrv:nl Coupon 6.00%%, Securcd
Care Equipmem & Dbt {Matarnny - May 9, 20200

;"- > ok " (5 i

LIBUR Fius 4.25% (Floor 100

2.50%% MK | Current Cogﬂ 7.75%,

PG CUPH

Aireraft Maintenance
Program Provider

Dutsourced Janiorial
es o

Rt ey
Lttt o
Jewelry Retail Stones.

LIBOR Plus 6.30% (Floor 100%),
{‘Iurncnl Coupon 7.50%%, Secured
|Ma1unly Dhate - August 31,

AR
IIﬂDRFiusﬂmtllocwImJ
Current Coupon %.50%, Securcd
D\:bl (Matariry - April 29, 2022)

] II!I‘JR Plus 6,00% (Floar 1040%),
Chlrrv:rll Coupan 7005,

Securcd
Dbt {Matanty Date - July 17, 2020

F-10
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HMS Income Fund, Inc.
Condensed Consolidated Schedule of Investments

A of Seprembor-30- 2405,
(dollars in thousands)
(Unaudited)
Principal Fair
Paortfollo Company (11(3) Business Deseription Type of lnvestment (2) (3 Index Bate (22) [k} Cost (7} Value
Keypoinl Government Solutions, Inc. (8)  Frovider of Pre- LIBOR Plus &.30%: (Floor 1.25%), 3 month LIBOR 2L B3 20021 05 2 H0H] 9%
Emplayment Sereening  Current Coupon 7.75%s, Securcd 8 H
WOs Db {Matarty - Novemnber 13,
LaMi Products, LLC (8} (11) General Merchandise  PriseLIBOR, Plus £.306.50% (Floor 3 month LIBOR A56310,73 447010,5 447010,7
Distribution 32510, Curment Coupon 3 M 43
1. Sm& Secured Dcl:i {Matuariry
Larchmont Besources, LLC (B2 04l & Gas Exploration & LIBOR l‘ius 8750 [I-Ioar 1.045), 3 month LIBOR HAGG13 2 HETHLL A0
Production rreiil Coupon 9.75%, Sceu k1] 936 i
Dbt (Maturity - August 7, 2019)

Legendary Pictures Funding, LLC (8) Producer of TV, Film,  LIBOR Plus 6 00% (Floor 1.00%), 3 month LIBOR FEEETAT ETERTTLETS
(1 and Conie Content Current Coupon T00%, Secured 4 a
Debl (Maturity - Aprl 22, 2020)

LI Host Merger Suly, Inc, (8) Managed Services and LIBOR Plus 4.75% (Floor 1.25%), 3 month LIBOR AR5 053 S 455,04 SO0

Hosting Provider Current Coupon 6.00%, Sceurcd 1 )
Deba {Matanty - December 13,
MAHM : g 8 o § vl Birt Chai LIBOR_ R4 50% (5
B e e
Bades 1O AMIAL m
MoediMedia USA, Ine. i8) Provider of Healthcare  LIBOR Plus 6.75% (Floor 1.25%), 10504 HhE2411, He4R11,
Media and Marketing Current Coupon 8.00%:, Sccurcd H29 636
Debt {Matanny - Movember 20,
Milk Speciolties Company (8) Processor of Nutrition  LIBOR Plus 7.00% (Floar 1.25%), 3 month LIBOR SO674,303 5023426 5060431
icts Current Coupon 8.25%, Securcd i 1
Dbt {Matanty - Movember 9, 3008)
Minute Key, Inc, (103 (13) Operator of Auvtomated  1000% Cament | 2.00% PIK None JSI0TEI6 244374 2424374
Key Duplication Kiosk  Secured Dbt (Maturiy Date - o3 | 1
Warrnmts (359,352 equivalent == b o
sheares, Expiration - May 20, 2025)
#4181 3494381
Mood Media Corporation (81 (9) Provider of Electronic  LIBOR Plus 6.00% (Floor 1. uo*f.z 3 month LIBOR A0 SRR, HeRHL,
Exquipment Current Coupon 700%, See i 914 w7
Debit (Matunty » May 1, mw:
Ao O b lad il i 1 i A Caoaak 34 Hm_m%
L e T P T qm
Mew Media Holdings [1LLC 81 (9443 Local Newspa LIBOR Plus 6.25% (Floor 1.00%), 3 momth LIBOR RO 48 TR0, B,
o Operator apet Current Coupon 7.25%, Seeurcd 19 i 494
Dbt {Matanty = Junc 4, 20200
Sorth American Lifting Holdings, e () Crane Seres Froviden 3 menth LIBOR Lot 818 B3
North Atlantic Trading Company, Inc. (8) Markerer Distribuior of  LIBOR Plus 6.30% (Floor 1.25%), Lmonth LIBOR -H-NQLIJ.B R0, H002 10,
8o Tobacco-Praduots Current Coupon 7.75%, Securcd Wj Lyl
Deba Matariny -January 13, 2020
Movitex Acquisition, LLC (81412 Provider of Document  LIBOR Flus 6.25% (Floor 1.25%), S month LIBOR +l—1$¢-ll.5 -H-l-ﬂill HAEH
= Management Services Current Coupon 7.50%%, Securcd BE]
Debt {Matariny - Mly'l‘ 2000
Panolam Industrics International, [ne, (81 Decorative Laminale 1 LIBOR Plus 6:806,25% (Floor 1 month LIBOR. 15127291 F4657.23 7437721
Manufaciurer "5°¢}L(‘l.|rrc|1t{‘m1pnn TIST. 507, H ]
Sccurcd [Deba (Matunity - Angust 23,
Paris Prescats, Inc, (8) Branded Cosmetic and 1 II!II!R Plus §.25% (Floor 1.00%4), L month LIBOR. TR0 3 3607,36 T5007.35
Baih Accessories Current Coupon %.25%, Securcd 9 0
E?l”alunly Devember 31,
Parg Holdings, LP (8) (9) Hotel angd Casino LIBOR Plus 7.50% (Floor 1.00%), L month LIBOE, 12,500 1334812, 4340611,
o 412 Operaior Current Coupon §.50%, Secured kR ik}
&Prl‘lMalurily- December 17,
Perminn Hoddings, Inc. Storage Tank 10.50% Seeured Bond {Maturity « HNone 6,885 5733501 2E24241
Manufacturer January 15, 2015} ) ]
Pernix Fherapesiicd Therapentics Pharmaceutical Royally = 1200% Secured Bood {Malurity - None Sl 04 3368307 3554290
Holdings, Inc. (11} Anti-Migring August 1, 2020) 4 8
TR 9430 903 82
Pike Corporation (8} Comstruiion and LIBOR Plus 5.30% (Floor 1.00%5), A3 HERTRLY, He0Rd
Maiitenancs Services for Current Coupon 9.50%, Secured k11 [25 i3
Eleciric Transmission Dbt {Mataney - June 22, 3022) (14)
:md [Hsinbution
Polyconcept Financial B.V. (8) Promotional Froducts to LIBOR. Flus 4.75% (Floar 1.25%), Lmonth LIBOR SRIS5312 SS05530 5800524
Comporations and Current Coupon 6.00%, Securcd 4 [&}
Comsumers Db {Mataney - June 28, 2019}

F-11




HMS Income Fund, Inc.
Condensed Consolidated Schedule of Investments

A of Seprembor-30- 2405,
(dollars in thousands)
(Unaudited)
Principal Fair
Paortfollo Company (11(3) Business Deseription Type of lnvestment (2) (3 Index Bate (22) [k} Cost (7} Value
Premier Dental Services, Inc. (8) Dental Care Services  LIBOR Plus 54606, 50% (Floor 3 month LIBOR 49254 511 $9454,49 4322408
1.00%), Current Coupon 64517, 50%, ) i
Secured Diebt (Matunty - Movensher
Prowler Acquisition Corporation (8) Specialty Distributor to LIBOR Plus 4.50% (Floor 1.00%), S momth LIBOR SA409.40T SHUE LS 4520655
e Energy Sector Current Coupon 5.50%%, Securcd 2 1
Deba {Matanny - Fanuary 2%, 2020)
Raley's, Inc. (8] Family-Owned LIBOR Plus 6,25% (Floor 1.00%), 3 month LIBOR FAMIENLY FOHALG3 FARRL0L
Supermarket Chain in Current Coupon 7.25%, Sccurcd 7 [
Califomia Dbt {Matanty - May 18, 2022}
RUHP, Ine. (8)412) RegiomalRegion Noa-  LIBOR Plus 9.5010.25% (Floor 2 month LIBOR 15072 5:h3k14, k520415,
Urban Hospital 1,0084), Current Coupon 10 i3
Cramer/Operator dan]1,25%. Secured Debt
LT ERTEY 0 f\-um.l-.l.ﬂl AN 6B AN
Relutivity-Medin b HHE) Faibt-sabe-Frinrimb-feh Prouedi et M P Seourid-Held
L PP T T T
£ 24 24 dupd
Rennissance Learning, Ine. (8) Technology-based K-12  LIBOR Plus 7.00% (Floor 1.00%), 3 month LIBOR 12950 4235612, +200511,
Leaming Selwtions Current Coupon §A00%, Secured S 358
chlhl (Matanity = Apel 11, 2022)
RGL Reservoir Operations, Inc. (8019} Ol & Gas Equipment &  LIBOR Plus S.00% (Floor 1.00%), 3 month LIBOR T3 050 385618 584100
Lervices Current Coupon 6.00%, Seeurcd 4 z
Dbt (Matanty - August |3, 2021)
RLJ Entertainment, Inc. (8) (11) Maovie and TV LIBOR Plus 8.75% (Floor 23%), 3 month LIBOR BRS040 FE04T, T 3204791
Programming Licenses Current Coupon G480 3T, Secunsd 1 &
and Distnbulor Debt {Matanty - Seplember 11,
BRI E Y
RM Hidder, LLC (11} Acquisition Vebick: — = Eil 2
= = 284 200
- = =
LH) e
Sage Amtomotive Interiors, Inc (8} Automitive Textiles LIBOR Plus 8,00% (Floor 1,00%), 3 month LIBOR 5000 REL05 034,95
Manufacrer Current Coupon 9.00%, Sccurcd o 1]
D\:‘bl (Mlatarity - October 8 2021
Salient Pariners, LI (8} Provider of Assel LIBOR Plus 6,50% (Floor 100%5), L month LIBOR FeHMT 308 FREFT I FA96T,14
Management Services  Curremt Coupan 7.50%, Secured 1 g
Debt {Matanity - June 9, 2021)
Sorenson Communications, Inc. Manufacturer of 9,009 Secured Bond (Maturity - HNone SAHOLLTE 92FF1L,2 SHR106
Communication Products October 31, 2020) (14) 0 i i6
Sotera Defense Salutions, I, (8) Defense Industry LIBOR Plus 7.50% (Floor 1.50%), 3 month LIBOR FARSIA0 33353,35 3206118
Intelligence Services Current Coupon 900%, Secured L] i
Dbt {Matarity - Apnl 21, 2007)
Stardust Finnnce Holdings, Inc. (8) Manufacrer of LIBOR Plus 3.30% (Floor 1.00%5), 3 month LIBOR TARRE AT 24202 42 24700 4%
Dhwversified Building Currenl Coupon 6.50%%, Secured L]
Products Dbt {Matarity - March 13, 2022)
LIBOR Plus 9.50% (Floor 1.00%), 3 month LIBOR SN0 4361441 4960487
Current Coupan 10.50%, Secuned ° -
Dbt {Matarity - March 13, 2023)
FARIG B3 F30T7.33
SUENE-Liil-lirklge Copltah LLCA8H® Renewalde Power-Dovelopor AR P T OMP e eprt
Y CtipoTob 30 Sepuped-Deby
Ay m
Synagro Infrastructure Company, Inc, (8] Waste Management LIBOR Plus 5.25% (Floor 1.00%), 3 month LIBOR 2,704 24RITE8 148719
Services Current Coupon 6.25%, Securcd 4 ]
Db {Matarniy - August 22, 2020)
Tebeguam Holdings, LLC () Cahle and Telecom LIBOR Plus 7.50% (Floar 1.25%), Lmonth LIBOR 000 38101 3593297
Services Provider Current Coupon 8. 75%, Secured [ -4
Dbt (Matariry - June 10 200193 (14)
Templar Energy, LLC (8) 0il & Gas Exploration & LIBOR Plus 7,50% (Floar 1.00%), 3 month LIBOR 3000 3OILIE 363138
Praduction Current Coupaon §.50%, Secured 3
P:E\[Malurily - Movember 25,
Tervila Corporntion (8) (91 il amd Cras LIBOR Plus 5.00% (Floor 1,25%), 3 month LIBOR RS LO03 03100 FHAR4T
Environmentn] Services  Current Coupon 6.25%, Securcd 8
Dbt {Matanty - May 15, 2018)
The Topps Company, Inc. (8) Trading Cands & LIBOR Plus 6.00% (Floor 1.25%), 3 manth LIBOR ORIOTR  GIGTI  SRRDG0
Confectionary Current Coupon 7.25%, Sccurcd
Dbt {Matanity - October 2, 2008)
TOMS Shoes, LLC (8 Gilabal Designer, LIBOR Plus 5.50% (Floor 1.00%), 3 month LIBOR 49754950 4542455 652326
Distributor, and Retailer  Current Coupon 6.50%, Securcd j 1

of Cosual Foolwear

Dbt {Matanty - Ociober 30, 2020)
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HMS Income Fund, Inc.
Condensed Consolidated Schedule of Investments

A of Seprembor-30- 2405,
(dollars in thousands)
(Unaudited)
Principal Fair
Paortfollo Company (11(3) Business Deseription Type of lnvestment (2) (3 Index Bate (22) [k} Cost (7} Value
Travel Leaders Group, LLC (8] (12) Travel Ageney Metwork  LIBOR Plus 6.00% (Floor 1.00%), AN 166 HAZELG, 51316,
Provider Currenl Coupon T00%, Secured inpph IEOR 91 504 il
Dkt (Maturity - Dcwmbcr'-’ mm)
Unirush LLC (103 (13) None 3000 2647 L5647
= = i3 a3
2960 2960
USJ-IMECO Holding Company, LLC (81 Marine Inferior Design — LIBOR Plus 6.00% (Floor 100%), 3 month LIBOR FHRILIAT AH6TLED FRORT,TE
and Installalion Current Coupon T00%, Secured 9 0
Debi (Maturity - April 16, 2020)
Nandape Oneobogy Yalley Healtheare Ouapatient Radiation GA005LIBOR Plus 12,50 (Floor 1 month LIBOR LTG0 14625 1208025
Group, LLC (8) (100 (L3} [HTSRIEIA prerer) .50"’9}. Current Coupon 13.00%, o Hi} 50
(—'ﬂrltlﬁ-l‘m\'jjllc.r_uf Secured Bonadl IDch Hlllllly = Jane
Vision Solutions, Inc. (8) Provider of Information  LIBOR l‘iua-l—i%bﬂ%[l-lnor L month LIBCHE B IES RIS R4
Availabality Softwane 1.508%), Current Coupon 6007 00%, [ 4
Secured Debt (Materity - July 23,
LIBOR Plus 8.00% (Floor 1. m: 1 month LIBOR RIS AMST2  RISE00
Current Coupon 9.30%, Securcd
Debt (Maturity - July 23, 2007} (14}
Vivld Scats, LLC {8} Lmonth LIBOR 5000 4654 4681
Volusion, LLC (10) FProvider of Online 10.50% Secured Debt (Mamrity Hone 7500 6A5376,80 6537689
&ﬂwmg-slcwm Date - January 24, 20207 3 L
Freferred Membeer Lnits (2,090,001 = —_— LxLLt 6,000
Warrants (07 408 equivalent = — a0 (i}
shianes, Expiration - Mnuary 26,
4243713, 4342713,
Warley Clalms Serviees, LLC (8) (11) Insurance Adjusiment  LIBOR Plus 8.00% (Floor 1.00%), 1 monih LIBOR. GASHOAID 6306630 6619
Management and Curreit Coupon $.00%, Secured ! [
Bervices Provider Dbt {Mataney - Oclober 31, 2020)
YP Hobdings LLC (8) Online and Offline LIBOR Plus 6,75% (Floor 1.25%), L monih LIBOR. 44-1051",1 R0, 1434513,
Advemising Operator {‘Iurncnl Coupon §.00%%, Secured 281 418
Dbt {Matanity - June 4, 2008)
Sabtotal Non-ControlNon-AfTiliate Investavents (51 (9694% of total portfolio investments ot Fair valae) & BT0ERS § R0
ECTTEITN - BT u e
Total Portfolie Investments 4 901955 § BTG 407
R e )
= = = § 4615F 4615
= = = = 5284 52
= = = = 433 433
$ 142335 1423

{11 Al investments ane Middle Market porifolic investments, unless otherwise noted. All of the Company's sssets ane encumbsered as secarity for the Company's eredit agreements. See Mote 4 -
Borrwvings.

{23 Diebat 4 e NGO pn ing, unless etherwise noted. Equity investments and wammants are non-incomse producing, unless otherwise noted.

{3} Sec Mote 3 - Falr Value Hierarcly for fnvesiments for summary geographic location of penfolio companics.

(4) Affiliate investments ane cedined-bythalnvest - Cay Aot 040_ae dad-fha 00 Ay o ot 4 Jich-daadans 502 and 2500 of the oy

SAFH s e e s e R R e el e s sl s sser o s svestnent s are ot classs e e Costad isestpaess,

S Nen-C (LY A B H " Jofined-byvthe 040 Aot ae i - the I a) L : 2 A 4Gk

{rConirokinvestmenis-are defined-by-the-HU0Aetas-invesimenis-inewlhielvmare than-235% ol the-voting seeurities-are owned-or-where-the-ability-to-nomimie-greaier than

00 ab ke g e . = rl
- Hras 5 -
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{21} Effective yicld as of March X1, 2016 was approximately 0.01%,

sy ot be e applicable LIBOR rate as of March 31, 2016, as the loan nsay have been priced oriepriced based ona LIBOR mie prior 1o or subscquent to March 31, 2016, The priee rate was 3.50%
as of Manch 31, 2016,
Sew notes i the comdensed conselidated financial statements,

i J i ' f e d I
' G p G el




Porifalio € ) Bushness Deseripth Type of lavestment (2) (3)

Control Investments (6)
GRT Rubber Technologies, Engincered Rubber Product Lmrrw?.wmrm 1.007%5), B2WT.541 § H
LLC (81 (103 (13) Manufacturer ( ”. o Secured Debt %_ “ﬁ

Member Units (2,596 shanes)

AFG Capital Group, LLC (10)  Provider of Rentio-Own 11,007 Secured Diebt (Maturity Date - 5 s s
[mc" ik Eim;hlmw MNavember 7, 2019) v e bm‘ﬁ wﬁ

Member Units (46 shares)

w-ppunqmmmﬁ

Mystie Logistics, Inc, {10} (13) isti istribution | 2,00% Secured Dieht (Maturity Date -
i i August 15, 2019) v

Common Stock (1,468 shares) (16)

Soft Touch Medical U i
o et Holdings Hnl'ltﬂ’mnf?dﬁlm mrwem lm S 425 I-r#!-% Jn#‘]-jé
Equipment {Maturity Date - mmmm
Member Units (204783 shares) (16) SESET0 EESL00F
e
Subtetal Afliate Investments (4) (23% of tofal porifollo Investments at fair Sﬂm

Non-CantrolMon-Alliate Investments (5]

S ., B

'll-—---a—--.— L =N T BN

Aceuvant-FinmneeAbead, LLC Plus 3385 flons
i e e s 53

Allex Holdings 111 Inc. (8) Manufacturer of Livestock
Idemification Products

Current C [] Secured
Mnnhﬁynm 19, 2021) (14}

AmeriTech College Operations, For-Profil Nussing arsd 10.00% Secured Deb, (Maturity -
LLC (10 (13 H‘:ﬂﬂm January 31, 2020)
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Bioventus, LLC (81 (11)

Blackbrush Ol and Gas LP (81
)

Blackhawk Specialty Toals
LLC(8) a4
Blue Bird Body Company (8)

Blisestem Brands, Inc. (8) (%)

CAl Software, LLC (10) {13)

Bowling Alley Operator

Praduction of Osthopedic
Healing Products
Ol & Cas Exploration
Oilfield Equipment &
Services

School Bus Manufacturer

Multe-Channel Retaler of
General Merchandise

LIBOR Plas 6.25% (Floor | (0%s),
7.25%, Secured Debt
mber 18, 2021)

mepmumghwtmgw
Curment Coupon 5 Securid
(Maturity - Febraary 26, 2020}

Toor 1.25%),
27, 2M7)

LIBOR Plas 10,00% (Floor 1.00%),
Cument 11.00%, Secured Deht
{Marusity - April, 10, 2030 (14}
LMPMW&MIML
(Mmmyi 30.2021:-[!4]
Lwrmﬁmsgfmm
Current Coupon 6. Secured
(Maturity = August 1, 2019)
LIBOR Plus 5.50% (Floer 1.00%
Current ﬁﬁgﬁ.wé&t
{Maturtiy - June 26, 2020)
me‘ums bﬁrtm%
Ml.hlmr qulﬁn m

| |

LP [merests twood Capital Fund
III,LP)(RII(;GHM .&é%(iﬁ]
10.38% Secured Bond (M;
September 1, 2021) (14)

| 2,005 Secured Deba (Maturity Date -
Orctober 10, 2019)

Mermber Unils (16,339 shares)
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Principal Fair
Portfolio Company (1) (3) Business Deseription Type of Investment (2) (3) Index Rate (22) 7 Cost (7] Value
G@doﬂlny—&lmm%! Conk-Fired-Copenemtion  LIBOR Plus 5003 ‘D"LlFlmr L month LIBOR LAdaE 855 bAdag |8 B43RRT
Holding Company LF-i8) a0l and Gas b LA #al, Cuarrend C 9 10
Cquipment and Services  6250.50%, S:| *, Sesq‘mdqlzch{Mnlunw
Cengage Learning Acquisitions, Provider of Educational LIBOR Plus 6.00% (Floor | 00%), Lmonth LIBOR GOIS15018 S8TSLS0 SE0614,
Inc, (8142 Print and Diigital Services  Cument Coupon 700856, Secured Debd 24 ]
(Maurity - March 31, 2020
Cenve Corpuration Nane oo g3 7050
Charlotie Russe, Inc., (8) Fast-Fashion Betailerto LIBOH Plus 5.50%% (Floor 1.25%), 3 month LIBOR FATS I SAT2IAE S34510,
Young Women Cumrent Coupon 6,75%, Secured Debi a3 241
(Marurity - May 22, 2019)
Clarius BIGS, LLOC (11 (13 Prints & Advertising Film 15000 PIK Secured Debe (Maturity - Mone 3202480 3039222 JARSA1X
(18} Financing January 5. 2015) (18) 2
20.00% MK Secured Debn (Mansrity - Ione HOUEEDE  HEDT 450140
Janupary 5, 2005 (18}
“HEH302 ARasel
3 munth LIBOR 14250 13893 134523
'Cm'cml Surglcal Pariners, Amhm!alnr) Surgical 8 '.'5‘.\- Socumd. Diehit (Maturity = August HNone SNE9, 500 smne,sg S.ﬂ.‘ﬂ‘}ﬁ
CRGT, Inc. (81412 I'm\ulm of Custom LIB{}R PInsn‘n.5EI%lHnm 1.00%), 3 meath LIBOE H000014,16 SAHAIIY 9E50L4,
Softwane Development Curment Coupon 750846, Secured Debt & 1% (15
[ Muturity - December 18, 20204
CST Industries, lnc. (81 Storage Tank Manufacturer  LIBOR Plus 6.25% (Floor 1.50%), 3 month LIBOR 2FHLITE 2HELY] 22610
Curment Coupon 7.75%, Secured Deb L1 58
(Maturity = May 22, 2017)
Datacem, LLC (10) (13) Technology and 10.50% Secured Deb (Maturity - May MNonc L3S 222l 2Ll
Tcluc_ulmnmrvitalium 30, 2019) [ 9
ﬂﬂMmMUnilsF—l—H,&Jﬂ — — 67131 s0L31
Prefermed Member Units (717 unitsh = = LRRIGTO 02564
2017 LEET
Digital River, Luc, 481 12y 3 ponth LIBOE 9,786 9691  Q68E
ECP-PF: CT Operations, Ine.  Fitness Club Operator I.,IBOR PIus'J'lJG'elFlw 100, 3 month LIBOR LETS LRETLEG R3ILE
(LT B Oz Cument Coupon 10U00%, Secured Debt 1] 31
I Matunly = Movember 26, 2009)
East West Caopaol & Manafpoutereianutciore | 2000 Secured Debe (Materity Date - MNonc 2400 2336 1336
Rubber, LLC(10) (13) r of Synihetic Rubbers Oretober 17, 2019)
Warmanis (455520627697 equivalent — 1 n
shares, Expiration - October 13, 2024)
2,346 1346
Energy & Exploration 0l & Cias Exploration and  LIBOR plus 6.75% [Floor 14), 3 month LIBOR ZHTE0M0 FOAIEHF S35
Pariners, LLC (§041218) Traduction Cur Hec ] [il}]
Hone a3 bt R
BEIL 2733
v, doe, Prwwidder il Pigsisal Lisa LIBOE Plas '-ilﬂH-_"ﬂlFlow I.llo‘ Wh 3 month LIBOE A0 SRESL0E AEMOTI
Lux 8.4 r. (8] CoblestionTechnology- Cumrent Coupon 6.009,25%, Sec 82 i
L) ‘]gamil’ri‘:f?mam ?tb.!'[nalunl@' wwﬂ-.éﬂ-.'!mn.ppl
Eishiel Seeurity Extreme Informwlion-Techmology  LIBOR Plus 8005.75% (Floor 3 month LIBOR 6,851 2IA2681 3AMA6,T
Reach, Inc, (8) Vabievlded 25 LN0%), Carrend Coupon 2 4%
Fosethee I = 5%, Secured DC‘PI{MI‘III.II'II\!\'“
LEY L AN T ahas e T
Flavors Holdings, Inc. (81412 LI 5.75% (Floor 1.00%), 3 month LIBOR BREREAIE BSI0E,13 851075
Flavoring and Sweetening  Current Coupon 6,75%, Secured Debd 3 i}
Products and Solatiens (Maurity - April 3, 2020)
Fram Group Holdings, Inc, (8] Manufacirer of LIBOR Plus 5005507 (Floor 1.50%), Lmonth LIBOR FARIEIN9 3ATUTTE 34656,1
Awtomotive Maintenance  Cumrent Coupon 6:5M07.00%, Secured 2 (k3
Products Dbt (Matunity « July 29, 2007}
GET Amtolenther, Inc, (8) Awomotive Leather LIBOE Plus 5507 (Floor 1.00%%), W QOTS0 RT3 QRE20TY QRS0 S
Manufacturer Curment Coupon 6,500, Secured Del [ i)
(Muturity Date - July 10, 2020)
Guerdon Modular Holdings, Bach Muly- Famaly and 1 100G Secured Diebe (Materity - Hone 24002 600 2745254 ZF52LS
Tnc, (100 (13} (.'llmml:n:_;al Milular Augusl 13, 2019) 3 47
Common Stock (424-4453,008 shares) = — G746
3345328 3382
Guitwr Center, Inc. Musical Instruments 6.50% Secured Bond {Matunty - April Mone FAENI01F 623121 602010,
Te a1

e anie
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Type of Investment (2)13)

Hand (Matarity - July

9.75% 1
15,2020} (17

Ltaonms.umaglou 1.00'5%*
Current Coupon 6. Secured
{Matusity Daie - August 5, 2019)

11.88% Secured Bond ity =
Chctober 15, 2016) e

LIBCHR Plus 600% {Floor 1.23%),
Cumrent Coupon 7.23%, Secured Debt
{Maturity - May 1, 2019}

LIBOR Plus 5.00% (Floor 100%),
Cument 6,005, Secured Debi
(Matuciy - April 1. 2031)

11,007 Secured Bond (Matusity - July

LtBOllP'Im loor 1
Cument Coupon 9, Secured
(Maturity » April 24, 2022) {14)

il & Cias Exploration &
Production

LTBOHE Plus 4.75% (Floer 1.25%),
Cument 6.00%, Secured Debd
{Maturity - 13, 219
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Principal Fair
Portfolio Company (1) (3) Business Deseription Type of Investment (2) (3) Index Rate (22) 7 Cost (7] Value
MAK Merger Corporatbon (8} Spons-Themed Casual LIBOR Plus 4.50% (Floor 1.25%), Lmonth LIBOR ARELITI BABIL3T JdBRLD
Dining Chain Cumrent Coupon 5,75%, Secured Debd . | i
(Marurity - July 19, 2009}
MediMedia USA, Ine. (8) Provider of Healthcare LIROR PIus&'-‘S‘ (Floor 1.25%), 3 month LIBOR TehSILLAY FO6ILLE e80iL1,
Media and Marketing Cument Coupon 3,005, Secured Debi Pl 39
(Marurity - November 20, 2018)
Milk Specinltics Company (8)  Processar of Nutrition LIBOR Plas 6:257.00%% { Floor 1.25%), Fobd S 660 THIRLLT FLTRLG
Products Curmrent Coupon 7-48.25%, Secured et LIBOR [1] 13
Db {Marunity - November 9, 2018)
Minute Key, Inc. (10) (13} Operator of Automated 101005 Current /2,007 MK Secured Nong 3,530 URTIATG GRTIA26
Key Duplication Kiosk m[h-lllllulily Diaie - Sepiember 19,
= = 0 0
4% 3496
Mood Medin Corporation (3] Provider of Electronic LIBCHE Plus 60075 (Floor 1.00%%), M LN 4,975 iM]lil-l LT
(LIRS =1 Equipment Cument Coupon 7,005, Secured Debi 82
(Marurity - May 1, 2009}
Mew Medin Holdings 11 LLC (8] Local Newspaper Operator LIBOR Plus 6.25% {Floor 100%%), GAGK] 56 A 345146 0314,
L] Curment Coupon 7.25%, Secured Del Lmoah IE0R i1 18
(Maturity - Jung 3.4, 2020)
Mige-Hik Praducts, Ine. 18 Fire-3 Wikt i EUHHE Pl e s P+ 3000,
hy °'E".." Sl Sevured
b g Adinnnrity— D |2, 2005y A I3 e
Morth Ailantic Trading MarketerDistributor of LIBCHE PIns-‘hjEl%[Flnm 1.25%), :muﬂgl BAS] L2 BE31]2 B36L],
Company, Inc. (81002} Tobacco Curment Coupon 7.75%, Secured Deld i 138
{Mnturity knamr)' l! 020}
Movitex Avquisition, LLC (B Provider of Document LIBOR Plus 6.25% (Floor 1 23%), 3 month LIBOR ROTR] 163 BRI BRI,
i Management Services Curment Coupon #-57,50%, Secured §1 pLE
Dicht (Muturity - July 7, 20200
Panolam Indusirices Decorative Lannate LIBOER Plus 62306500 (Floor 1.25%), 1 moath LIBOR TRHTA0Y TROT 34 I3
International, Inc. () Manufacurer Current Coupon 7-547,75%, Secured 4 [+
Dieht {Maturity - August 23, 2017y
Laris Presents, Inc. (81 §.2% Lmonth LIBOR L300 1364 L3S0
Parq Holdings, LF(8) (9).012)  Hotel and Casino Operator  LIBOR Plus 7.50% (Floor 1 00%%), Lmoath LIBOR G212 500 AT 63312,
Cument Coupon 8,500, Secured Debd 34 [01]
{Maturity - December 17, 2020)
Permian Holdings, Ine. Storage Tank Manufacturer  10.50% Secured Bond (Manurity - MNaong A RESG ERE IXT2ER] 206
January 15, 2018) a e
Pernix Pharmaceutical Royalty - | 2.00% Secured Bond (Marurity - Monc 35003341 3500330 380013
e 5 Anti-Migraine August 1, 20207 9 [ik3
vl Sl s e BHRER - Pl o S Flowar b i,
& G 254 5 i
Pike Carporation (§1.012) Construgtion and LIBOR Plus 8.50% (Floor |.00%), 3 month LIBOR. JROL33] SFSHII0 HEERLE,
Maimtenance Services for  Cument Coupon 9, 5085, Secured Deba 4 37 Lk}
Electric Transmission and — (Maturity - June 22, 2022) (14}
Distribution Infrastructre
Palycon Financlal B.V. (8 Promotional Products to LIBOR Plus 4.75% (Floor 1.25%), Lmonth LIBOR 59055312 AA0A530 SRE3ET
o Corpomiions and Cument Coupon 6,002, Secured Debi 4 it}
Consumers (Maurity - June 28, 2019)
Premicr Dental Serviecs, Ine,  Diental Core Services LIBOR Plas 8006500 (Floor 100%), 3 month LIBOR 40634511 4857449 433030
(1] Current Coupon 6007, 50%, Secured [1] 1.1
Drehe (Marurity - Movenber 1, 200%)
Prowler Acquisition Specialty Distributor to the - LIBOR Plus 4.50% (Floor | 00%5), 3 month LIBOR AFRLIME 2335654 244861
Corporation (8) Energy Sector Cument Coupon 5,502, Secured Debi 1 ol
(Marity - January 28, 2020)
Quad-C IH HeldingsRaley s, A il LIBOCHE Plus 56036,2 5% { Floor 1.000%), 3 month LIBOR, AARTE I A3 0GR
Lnc. (8) Bisirtbutor-oF-Henllh-Gare  Cument Coupon i807.25%, Secured = 8 i}
iql»?nu:l& i Dbt (Maorumty - May 9202018, 2022}
Rtz i Amerivia, e 8 Puslwirers Fhiduston FAHAHE Pl 4 300 Fhsr | i1,
Current-Eoupn-Sie-Seoired
RUHP, Inc. (B) Regon Non-Urban LIBOH Plas S5010,25%5 (Floor 1.00%5), R0 507 AA85146 SaRdl5,
Hespital Crwner/Operator Cument Coupon $45:5011,25%, Secured Zmoah LIB0R L] ¥
Diehe (Muturity - Oxtaber 23, 2009 {14)
R bed-Books, Ine. (8 sadiohook-and Disial O LB Plus 4255 5 o
Putislier Crarrert-E o525 Sevmed
Bk g Misnrity — Bisbory. Lh Haiby ERS 434 42ee
B . F Disaritaia My 2045
Al o AL




Principal Fair
Portfolio Company (1) (3) Business Deseription Type of Investment (2) (3) Index Rate (22) 7 Cost (7] Value
bR PR Seegined Tiela
BARE E4Ae
Renaisance Learning, Inc. (8)  Technology-based K-12 LIBOR Plas 7.00% (Floor 1.00%%), 3 month LIBOR A2 050 FREHIZA HE2002,
Learning Solutions Current Cou 8004, Secured Deba oy 238
(Maturily = April 11, 2022} (14)
RGL Reservolr Operations, Ine. Ofl & Gas Equipment & LIBOR Plus 5.00% (Floor 1.00%), A moath LIBOR S0043050 3RTLIES 012
(8] (%) Services Cument Coupon 60006, Securad Dels (1] 34
(Maturly = Auguast 13, 2021)
RLJ Entertainment, Inc. (8) Movie and TV LIBOR Plas 8.73% (Floos .25%), Amoath LIBOR GOLEE |34 GeASTED GRI3TE
[{§ 1} T"mgrammmg Licensee and  Cument Coupon S-008,08%, Sacured 4 24
Distribitor Dbt {Matunly - September 11, 2019)
B Bidder, LLC (11 Acquisition Vehicle = = i kD]
B = 2 242
Lik] 2z
Sape Automotive Interfors, Ine  Awomotive Textiles LTBOR Plus 8.00%% (Floor 100%), 3 month LIBOR S 485405 407340
8 tarer Current Coupon 9,000, Secured Deb [ A0
{Maturity - October 8, 20217 (14)
Pariners, LEELE  Hetel & Casing LIBOR Plas 3256500 (Floer 1.00%), 1 month LIBOR UORT 388  OS07.230 00272
LTS T wmml’:uml\:r of Asset (um:nl Coupon #2572, Secured 40
anagemen Services Dhebn (Matumiy - Avsgest-H-200 0 une 9,
r 3 menth LIBOR 6383 6149 6224
Sorenson Communbeations, Ine.  Manufachurer of 00% Secured Boad {Maturity - HNone SO00LLTI0 4356112 463011,
Cor:‘lpunmtlon Produﬂs Orctober 31, 202001 14) k] W7
Sotera Defense Solutlons, Ive,  Diefense Indusiny LIBOR Plus 7.50% (Floor 1 50%), 3 month LIBOR HAE1A5) RASR1Id AR
8 Intelligence Services Cument Coupon 9, « Secured Debi 4 LR
(Maurity - April 21, 2007y
Hulm-lumu Tebewin Chptsisgiredd-Prosliset LTBOR Plas 4355, 500% (Floor 1008, 3 month LIBOR, G2 ARL A OAET AT ESTOZA
DevelopmeniManufociurer - Current Coupon §756.50%, Secured E 13
%ﬁ. Inc. [EI ?‘I-'nllli.vcrsiﬁm Building Db (Marumty - Avsprst--20405arch
3menth LIBOR 000 4766 4828
Ll:  L23%
Symagro Infrastructore Wasic Managemem LIBOHE Plus 5. 25% {Floos 1.00%%), 3 month LIBOR SORAT T 3048268 304525
Company, Inc. (8) Servioes Curment Coupon 6.25%, Secured Dela 4 ol
(Maturity - August 22, 2030y
Teleguam Holdings, LLC (8} Cable and Telecom LIBOK Plus 7500 (Floor 1.23%), 1L month LIBOR 1000 3824300 B0
Serviees Provider Cument Coupon 8. 75%, Secured Debd d 3]
(Maturty = June 10, 2009 ( 14)
Templar Encry, LLC (8) Ofl & Gias Exploration & — LIBOR Plus 7.50% (Floor 100%5), 3 month LIBOR 1000 LHTUTHE 2364
Production Current Coupon 3,300, Secured Deb .
(Matunty - Movember 25, 30200 (14}
Tervita Corporation (8) (9] 0il and Gas Environmental - LTBOR Plas 5.00% {Floer 1.25%), 3 month LIBOR ZATEL008 24E6101 ZI2TES
Services Cument Coupon 6.25%, Secured Debi 5
(Maturity - May 15, 201%)
The Topps Company, Inc. (8] Trading Cands & LIBOR Plas 6.00% (Floor 1.253%), 3 month LIBOR COOGED 982974 GRE06D
Confectionary Cument Co 7.25%, Secured Deta
(Maturity - Ovtober 2, 2008)
Hrseathos b H Setpefirspic bbb B T bbb T s,
¥ -
G- o W Sagifed
WME}‘—B&HM—E—’T i) FAH FA4s
TOMS Shoes, LLC (8) Gilobal Designer, LIBOR Plas 3.50% (Floor | 00%), 3 month LIBOR S04 003 45H459 462513
Distributor, and Retailer of - Cument Coupon 6,304, Secured Del b 87
Casual Footwear {Maturity - Oetober 30, 20200
Travel Leaders Group, LLC (8} Travel Agency Metwork LTBCHE Plus 600% (Floor 100%), 3 month LIBOR EAR4306 BA00142 B43014,
Hht Provider Curent Co 7.00%, Secured Debi 26 lod
(Maturity - Decensber $-204057, 20200
USJ-IMECO Holding Marine Interior Design and  LIBOR Plus 6.00% (Floor | 00%), 3 month LIBOR FMTTROT FHISTRY FSIBLT
Company, LLC (8) Installation Cumrent Co 7.00%, Secured Debi 8 j-32]
{Maturity - April 16, 2020%
Lmenth LIBOR 2600 54§ L0548
Vantage Oncology, LLC Oheipatient Radiation 050 Secured RondlMaLumy June HNone FARNILR 30T 000132 s3011.41
Oncology Treatment 15,2017} 11 3

[
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Portfalio Company (1) (3) Business Description Type of Investment i2) (3)

Vislon Salutlons, Inc. () Provider of Information  LIBOR Plus 4.50% (Floor 1.50%), 14641,296 -mﬂ% Hﬂﬁ
Availability Software Cuamrent 6,005,
{Maturity - July 23, 2016}
LIBOR Plus 8007 (Floor 1.50%),

Cument 9,50%, Secured Dbt
(Matugiy - July 23, 2017) (14)

Waorley Claims Services, LLC  Insurance WS LIBOR Plas 8.00%% (Floor 1
() (11 s ey el S ity | gty R
Provider {Matuity - Gtobr 31, 2020)

YI* Holdings LLC (8) Online and Offline Lm%m&?ﬂ:ﬁghw 12
Advertising Operator Cument miw'l Secured
{Maturity - June 4, 2018}
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“Total Forifolio Investments
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R i st FBevember 32044 Act), a5 investoents. in which between 5% and 25% of the
voling securilics are owned, or an iny i A i il comnpany's invesiment adviser, and the investments are ot classified as Control investments,

(5) Nen-Control Man-Afliliate investments are defined by the 1940 Act as investments that are neither Control investments ror Affiliate investments,

aff lums anddior wem ol di a5
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L The investment s nod a gualilying asset unser the 1940 A, A busmess development comgrny (BT mey ol doquine any assel other lhan qualifying assels unless, al the lime the acquasalim is
mswde, qualifying assets represent at lexst T0% of the BDC's 1olal assets. As of Deeember 31, 2005, approxamately 12,6% of the Company's investments were considered non-qualifying.

{100 Investment is elassified as a Lower Middle Market investnsent,

L) Doy estment i classified as a Provate Loan partfolic investment,

{12} Investment of portion of investment is under contract to purchase and met trade date sccounting criteria as of December 31, 2013, Settlement occumed of is scheduled wo sccur afier December 31,
2015,

13) Dy cstment serviced by Main $1rcet pursuant 1o servicing arrangensents with the Company.

{14) Second lien secured debt investment.

(150 Invesumsent 5 elassified as an Cher Portfolio investment.

(16) Incomee producing through dividends or distributions.

{17) Unsecured debt invesiment.

{1E) Inwestmeent is on none-gcorual sints os of December 31, 2015,

{190 Maturity date is under on-going negotiations with the ponfolio company and siber benders, iCapplicable,

j o il (1% v wately 0%

{22) The 1, 2, 3, and 6 month LIBOR rates were 0.43%, 0.51%, 0.61% and 0.55%, respectiv
e as of Decenvby W15, as ihe loan may have by =

for cach Joan Jisted may not be the applicable LIBOR
[he pr i N of Decemby LS.

been a
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Notes to the Condensed Consolidated Financial Statements
(Unaudited)

Note 1 = Principal Business and Organization

HMS Income Fund, Inc. (the “Company™) was formed as a Maryland corporation on November 28, 2011 under the General Corporation
Law of the State of Maryland. The Company is an externally managed, non-diversified closed-end investment company that has elected to
be wreated as a BDC under the 1940 Act. The Company has elected to be treated for U.S. federal income tax purposes as a regulated
investment company (“RIC™) under Subchapter M of the Internal Revenue Code of 1986, as amended (the *Code™).

The Company s primary investment objective is to generate current income through debt and equity investments. A secondary objective of
the Company is to generate long-term capital appreciation through such equity and equity related investments including warrants,
convertible securities and other rights to acquire equityrelated securities. The Company’s portfolio strategy calls for it to invest primarily in
illiquid debt and equity securities issued by lower middle market ("LMM") companies, which generally have annual revenues between 510
million and 5150 million, and-debtsecuritiesissued-by middle market ("Middle Market") companies that are generally larger in size than
the LMM companies. The Company categorizes some of its investments in LMM companies and Middle Market companies as private loan
("Private Loan") portfolio investments. Private Loan investments, often referred 1o in the debt markets as “club deals,” are investments,
generally in debt instruments, that the Company originates on a collaborative basis with other investment funds-e+lesdess, Private Loan
investments are typically similar in size, structure, terms and conditions to investments the Company holds in its LMM portfolio and
Middle Market portfolio. The Company’s portfolio also includes other portfolio ("Other Portfolio”) investments which primarily consist of
investments that are not consistent with the typical profiles for its LMM portfolio investments, Middle Market portfolio investiments or
Private Loan portfolio investments, including investments which may be managed by third parties. - Fhe-Company’s-portfolio-investments

; 5. The Company previously registered for sale up to 130,000,000 shares of common stock pursuant to a
rej,lslntlun statemwt on_Form N-2 (File No. 333-178548) which was initially declared effective by the Securities and Exchange
Commission (the *SEC™) on June 4, 2012 (the “Initial Offering”). The Initial Offering terminated on December 1, 2015, The Company
raised approximately $601.2 million under the Initial Offering, including proceeds from the dividend reinvestment plan of approximately
$22.0 million. On January 5, 2016, the SEC declared a new registration statement on Form N-2 (File No. 333-204659), as amended,
effective under which the Company registered for sale up to $1,500,000,000 worth of shares of common stock (the “Offering”). As of
March 31, 2016, the Company had raised approximately $338:220,6 million in the esrrent Offering-{the"Offerng™), including proceeds
from the distribution reinvestment plan of approximately $46:75.8 million.

The Company's wholly owned subsidiaries, HMS Funding I LLC (“HMS Funding”) and HMS Equity Holding, LLC (*HMS Equity
Holding™), were both organized as Delaware limited liability companies in 2014, HMS Funding was created pursuant to the Capital One
Credit Facility (as defined below) in order to function as a "Structured Subsidiary,” which is permitted to incur debt outside of the Capital
One Credit Facility since it is not a guarantor under the Capital One Credit Facility, HMS Equity Holding, which has elected to be a taxable
entity, primarily holds equity investments in portfolio companies which are “pass through™ entities for tax purposes,

The business of the Company is managed by HMS Adviser LP {the “Adviser”), a Texas limited partnership and affiliate of Hines Interests
Limited Partnership (“Hines™), under an Investment Advisory and Administrative Services Agreement dated May 31,2012, as amended (the
“Investment Advisory Agreement™). The Company and the Adviser have retained MSC Adviser [, LLC {the "Sub-Adviser"), a wholly
owned subsidiary of Main Street Capital Corporation ("Main Street™), a New York Stock Exchange listed BDC, as the Company’s
investment sub-adviser-{ the-"Sub-Adwviser"}under, pursuant to an Investment Sub-Advisory Agreement (the “Sub-Advisory Agreement”),

to identify, evaluate, negotiate and structure prospective investments, make investment and portfolio management recommendations for
approval by the Adviser, monitor the Company’'s investment portfolio and provide certain ongoing administrative services to the Adviser.
The Adviser and the Sub-Adviser are collectively referred to as the “Advisers,” and each is registered under the Investment Advisers Act of
1940, as amended{ the "“Advisers-Aet™). Upon the execution of the Sub-Advisory Agreement, Main Street became an affilisteaffiliated
persen of the Company. The Company has engaged Hines Securities, Ine. (the “Dealer Manager™), an affiliate of the Adviser, to serve as the
Dealer Manager for the Offering. The Dealer Manager is responsible for marketing the Company's shares of common stock being offered
pursuant to the Offering.

Note 2.2 — Basis of Presentation and Summary of Significant Accounting Policies
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of the Company are prepared in accordance with the instructions
instructions to Form 10-0) and accounting principles generally accepted in the United States of America (“"GAAP™). The unaudited
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condensed consolidated financial statements reflect all normal recurring adjustments, which are, in the opinion of management, necessary
necessary for the fair presentation of the Company’s results for the interim periods presented. The results of operations for interim periods
periods are not indicative of results to be expected for the full year.,

Amounts as of December 31, 2044201 5 included in the unaudited condensed consolidated financial statements have been derived from the
Company's audited consolidated financial statements as of that date. All intercompany balances and transactions have been eliminated.
Certain financial information that is normally included in annual financial statements, including certain financial statement footnotes,
prepared in accordance with GAAP, is not required for interim reporting purposes and has been condensed or omitted herein. The current
period’s results of operations are not necessarily indicative of results that ultimately may be achieved for the year. Therefore, these financial
statements should be read in conjunction with the Company's financial statements and notes related thereto mc]uded in the Cumpany s
Annual Report on Form 10-K for the year ended December 31, 26442015, which was filed with the § .
fthe"SECSEC on March 4204511, 2016, The condensed consolidated financial statements include theaccmtms of the Compm:y and its
whaolly owned subsidiaries.

Reclassifications

Certain amounts in the Condensed Consolidated Statements of Changes in Net Assets related to selling commissions, dealer manager fees
and issuances under our dividend reinvestment plan have been disaggregated as of March 31, 2016, The prior period has been reclassified
to conform to this presentation as of March 31, 2016,

Interest, Fee and Dividend Income

Interest and dividend income is recorded on the accrual basis (o the extent amounts are expected 1o be collected. Prepayment penalties
received by the Company are recorded as income upon receipt. Dividend income is recorded when dividends are declared by the portfolio
company or at the point an obligation exists for the portfolio company to make a distribution. Acerued interest and dividend income is
evaluated quarterly for collectability, When a debt security becomes 90 days or more past due and the Company does not expect the debtor
to be able to service all of its debt or other obligations, the debt security will generally be placed on non-accrual status and the Company
will cease recognizing interest income on that debt security until the borrower has demonstrated the ability and intent to pay contractual
amounts due. Additionally, if a debt security has deferred interest payment terms and the Company becomes aware of a deterioration in
credit quality, the Company will evaluate the collectability of the deferred interest payment. If it is determined that the deferred interest is
unlikely to be collected, the Company will place the security on non-acerual status and cease recognizing interest income on that debt
security until the borrower has demonstrated the ability and intent to pay the contractual amounts due. If a debt security’s status
significantly improves with respect to the debtor’s ability to service the debt or other obligations, or if a debt security is fully impaired, sold
or written off, it will be removed from non-accrual status.

days ]Jﬂhl duc.—T—hee;e_.aJld.hﬁ{.l_ three dL.b_t__mw.‘:.tm:.ntb 1[!._t_.P-.!J..p!.ut_ﬁ,}lm.wmpﬂmu_tlwt;wum on non-accrual status as of September30;
2045 March 31, 2016, These portfolio companies experienced a significant decline in credit quality raising doubt regarding the Company's
ability to collect the principal and interest contractually due. Given the credit deterioration of these two-portfelio-companies-no-interest

that-were-on-non-seernalstatus-as-of December 31204 Given the credit- deterioration of this portfolio-company, no-interest-income has
beenrecognizedonthese bva-investments-during the nineportfolio companies, the Company has recognized no interest income on the three
non-accrual debt investments during the three months ended Septerber 30204 5-or the-vear ended December 3120404 March 31, 2016,
Aside from thethese three investments on non-accrual status as of September36:2045:-March 31, 2016, the Company is not aware of any
material changes to the creditworthiness of the borrowers underlying its debt investments,

As of December 31, 2015, the Company had two debt investments in one portfolio company that were more than 90 days past due and had
three debt investments in two portfolio companies that were on non-acerual status, These portfolio companies experienced a significant
decling in credit quality raising doubt around the Company's ability to collect the principal and interest contractually due, Given the credit
deterioration of these portfolio companies, the Company has recognized no_interest income on two of the three non-accrual debt
investments during the year ended December 31, 201 5. For the other non-accrual debt investment, an allowance of $196,000 was booked
for the interest income recognized during the three months ended December 31, 20135,

From time to time, the Company may hold debt instruments in its investment portfolio that contain a payment-in-kind (“PIK™) interest
provision. If these borrowers elect to pay or are obligated to pay interest under the optional PIK provision and, if deemed collectible in
management'’s judgment, then the interest would be computed at the contractual rate specified in the investment’s credit agreement,
recorded as interest income and periodically added to the principal balance of the investment. Thus, the actual collection of this interest may
be deferred until the time of debt principal repayment. The Company stops accruing PIK interest and writes off any acerued and uncollected
interest in arrears when it determines that such PIK interest in arrears is no longer collectible.
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As of September30,2005March 31, 2016 and December 31, 20442015, the Company held ninecight and feurseven investments,
respectively, which contained a PIK provision, As of September 302045 threeMarch 31, 2016, two of the sinegight investments with PIK
provisions were on non-accrual status. No PIK interest was recorded on these threetwo non-accrual investments during the three months
ended September30-2045March 31, 2016, As of December 31, 2044201 5, two of the feurseven investments with PIK provisions were on
non-accrual status. No PIK interest was recorded on these two non-accrual investments during the nine-menthsended September 30,2045
ar Hle—yearended Deceml:er 3 ] , 20-}4—2 015 For the lhree munths ended ‘erlemher—:ﬂ—Ma[ch il, 2016 Emd M.Emrh 31,2015, the Cnmpany

ﬂ'me—mt-mt-hﬁ-entI:‘d-F-q'ﬁﬂnhei'—.‘&&—!-ﬁl—i—aml—@@-l-‘l-ﬂlwﬁtnlpulw—eafmn4&&&—5#&909—%&—5—%9095@;@&;@}_8,0@0_, a.nd 5194000,
respectively, of PIK interest. The Company stops aceruing PIK interest and writes off any accrued and uncollected interest in arrears when
it determines that such PIK interest in arrears is no longer collectible,

The Company may periodically provide services, including structuring and advisory services, to its portfolio companies or other third
parties, The income from such services is non-recurring. For services that are separately identifiable and evidence exists to substantiate fair
value, income is recognized as ecamed, which is generally when the investment or other applicable transaction closes. Fees received in
connection with debi financing transactions for services that do not meet these criteria are treated as debt origination fees and are deferred
and accreted into interest income over the life of the financing,

A presentation of the investment income the Company received from its Investment Portfolio in each of the periods presented (dollars in
thousands) is as follows:

i A0, 2045 T Months Ended September 30
— March 31,2006 ~ March 31,2015
(Unaudited)

Interest, Fee and Dividend Income
Interest Income 5 17386 § 548820,706 S 43673 5 0:34711,608
Fee Income 3275 56746
Dividend Income 86278 250139

Total Interest, Fee and Dividend Income g 17325 § S0d72]1,259 § 44400 8 H:54H811,793

Offering Cosis

In accordance with the Investment Advisory Agreement and the Sub-Advisory Agreement, the Company reimburses the Advisers for any
offering costs that are paid on the Company's behalf, which consist of, among other costs, actual legal, accounting, bona fide out-of-pocket
itemized and detailed due diligence costs, printing, filing fees, transfer agent costs, postage, escrow fees, advertising and sales literature and

other offering costs, Pursuant to the terms of the Investment Advisory Agreement and Sub-Advisory Agreement, the Advisers are
responsible for the payment of offering costs to the extent they exceed 1.5% of the aggregate gross proceeds from the offering,

The Company has decided to change its acu:oummg treatment of offering costs to more closely follow certain SEC interpretations. Prior to
January 1, 2016 oﬁetmgcos i the gross proceeds,

i apil 2 ¢ ry 1, 2016, offering costs are
as deferred offering costs as ||1cuned by the Compauy and .f.ul:l-r.equ.enrl:.l amomzed 10 eXpense overa 1’ maonth period. Deferred oﬂ‘erm;,
costs related to an offering will be fully amortized to expense upon the expiration or earlier termination of an offering. The Company
evaluated this change in accounting treatment of offering costs and determined that it did not have a material impagt on the Company's
consolidated financial position, results of operations or cash flows for perieds prior to January 1, 2016,

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board ("FASB") issued Aceounting Standards Dpdate " ASHASU 2014-09, Revenue
Revenue from Contracts with Customers (Topic 606). ASU 2014-09 supersedes the revenue recognition requirements under ASC Topic
6035, Revenue Recognition, and most industry-specific guidance throughout the Indusiry Topics of the ASC, The core principle of the
guidance is that an entity should recognize revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which an entity expects 1o be entitled in exchange for those goods or services. Under the new guidance, an
entity is required to perform the following five steps: (1) identify the contract(s) with a customer; (2) identify the performance obligations
obligations in the contract; (3) determine the transaction price; (4) allocate the transaction price to the performance obligations in the
contract, and (5) recognize revenue when (or as) the entity satisfies a performance obligation. The new guidance will significantly enhance
enhance comparability of revenue recognition practices across entities, industries, jurisdictions and capital markets. Additionally, the
guidance requires improved disclosures as to the nature, amount, timing and uncertainty of revenue that is recognized. In August 2013, the
the FASB issued ASU 2015-14, Revenue from Contracts with Customers: Deferral of the Effective Dare which defers the effective date of
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of ASU 2014-09 by one year for all entities under U5 GAAP. The new guidance will be effective for the annual reporting period beginning
beginning after December 15, 2017, including interim periods within that reporting period. Early adoption would be permitted for annual
reporting periods beginning after December 15, 2016. The Company is currently evaluating the impact the adoption of this new accounting
accounting standard will have on the Company’s consolidated financial statements and disclosures.

In February 2015, the FASB issued ASU No. 2015-02, Consolidation: Amendments vo the Consolidarion Analysis which amends the
consolidation requirements under ASC 810. This guidance amends the criteria for determining which entities are considered variable
interest entities (“VIEs") and amends the criteria for determining if a serviee provider possesses a variable interest in a VIE. ASU No. 2015-
02 also eliminates the deferral under ASU 2010-10 for application of the VIE consolidation model that was granted for investments in
certain investment companies. This guidance is effective for annual periods, and interim periods wlthm those a.nnua.l penndla begmnlnb
after December 15, 2015, and early adoption is permitted. The Company is-eurrently-evatiatinge ¢
is-conselidated-financialstatements-and-diselasuresadopted this standard during the three months ended \-hnch 31 EUIG There was no
impact on the Company’s consolidated financial statements from the adoption of this new accounting standard.

a

In April 2015, the FASB issued ASU No. 2015-03, Interest—Imputation of Interest: Simplifving the Presentation of Debt Issuance Costs
which amends the required presentation of debt issuance costs on the balance sheet. The guidance will require that debt issuance costs
related to a recognized debt liability be presented on the balance sheet as a direct deduction from the carrying amount of that debt liability,
consistent with debt discounts. The recognition and measurement guidance for debt issuance costs are not affected by the ASU No. 201 5-
03. For public business entities, the puidance is effective for financial statements issued for fiscal years beginning after December 15,2015,
and interim periods within those fiscal years. In August 20135, the FASB issued ASU No. 2013-15, Interest—Imputation of Interest:
Presentation and Subsequent Measurement of Debt Issuance Costs Associared with Line-of-Credit Arrangements which clarified ASU
2015-03. This guidance allows an entity to defer and present debt issuance costs for line-of-credit arrangements as an asset and
subsequently amortize these deferred costs over the term of the line-of-credit arrangement. The Company withmake the required chanzesto
Hhe debtpresentation WWMM&WMMMWWPWwwmmmmpEd this standard during the three
nded March 31, 2016, The d financial statements from the adoption of this new
ng standard since the guidance debtissuance costs for its line-of-credit arrangements
as assets that are amortized over the term of the ar:a.ngemems

In May 2015, the FASB issued ASU 2015-07, Disclosures for fnvestmenis in Certain Entities That Calculate Net Asser Value per Share (or
s Equivalent). This ASU removes, from the fair value hierarchy, investments which measure fair value using net asset value ("NAV™) per
share practical expedient. Instead, an entity is required to include those investments as a reconciling line item so that the total fair value
amount of investments in the disclosure is consistent with the amount on the balance sheet. For public companies, this ASU is effective for
fiscal years beginning after December 15, 2015, including interim periods within those fiscal years. The amendment should be applied
rclr(:apmtlvcly to-all periods prcscntul The Company #-expeetedte-make thereguired-changesto-the-fnrvalue herarehy-diselosureas-of
the-efective-date-afthisnew-suidanceadopted this standard during the three months ended March 31, 2016, There was no impact on the
Company’s consolidated financial statements from the adoption of this new accounting standard as none of our investments are measured
through the use of the practical expedient.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments-Overall: Recognition and Measurement of Financial Assets and
Financial Liabilities which amends the. guxdamunlaicd to the classification and surement of investments in equity securities. The
guidance requires equity investments (except those accounted for under the equity_method of accounting or those that result in
consolidation of the investee) to be measured at fair value with changes in fair value recognized in net income. The ASU will also amend
the guidance related to the presentation of certain fair value changes for financial liabilities measured at fair value and certain di
requirements associated with the fair value of financial instruments. For public companies, this ASLU is effective for fiscal years begmmng
after December 15, 2017, including interim periods within those fiscal years. The Company is currently evaluating the impact that ASU
2016-01 will have on its consolidated financial statements and disclosures,

From time to time, new accounting pronouncements are issued by the FASB or other standards sefting bodies that are adopted by the
Company as of the specified effective date.

Note 3 — Fair Value Hierarchy for Investments
Fair Value Hierarchy

FASB's ASC Topic 820820, Fair Vilue Measurement and Disclosires ("ASC 820") establishes a hierarchal disclosure framework which
prioritizes and ranks the level of market price observability of inputs used in measuring investments at fair value. Market price
observability is affected by a number of factors, including the type of investment and the characteristics specific to the investment,
Investments with readily available active quoted prices or for which fair value can be measured from actively quoted prices generally will
have a higher degree of market price observability and a lesser degree of judgment used in measuring fair value.
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Based on the observability of the inputs used in the valuation techniques, the Company is required to provide disclosures on fair value
measurements according to the fair value hicrarchy. The fair value hierarchy ranks the observability of the inputs used to determine fair
values. Investments carried at fair value are classified and disclosed in one of the following three categories:

+  Level 1—Valuations based on quoted prices in active markets for identical assets or liabilities that the Company has the ability to
access,

*  Level 2—Valuations based on mputs other than quoted prices in active markets, which are either directly or indirectly observable
for essentially the full term of the investment. Level 2 inputs include quoted prices for similar assets in active markets, quoted
prices for identical or similar assets in non-active markets (for example, thinly traded public companies), pricing models whose
inputs are observable for substantially the full term of the investment, and pricing models whose inputs are derived principally
from or corroborated by, observable market data through correlation or other means for substantially the full term of the
investment.

+  Level 3—Valuations based on inputs that are unobservable and significant to the overall fair value measurement. Such information
may be the result of consensus pricing information or broker quotes for which sufficient observable inputs were not available.

As required by ASC 820, when the inputs used to measure fair value fall within different levels of the hierarchy, the level within which the
fair value measurement is categorized is based on the lowest level input that is significant to the fair value measurement in its entirety. For
example, a Level 3 fair value measurement may include inputs that are observable (Levels 1 and 2) and unobservable (Level 3). Therefore,
gains and losses for such investments categorized within the Level 3 table below may include changes in fair value that are attributable to
both observable inputs (Levels 1 and 2) and unobservable inputs (Level 3). The Company conducts reviews of fair value hierarchy
classifications on a quarterly basis. Changes in the observability of valuation inputs may result in a reclassification for certain investments,

As of September30:2645 March 31, 2016 and December 31, 20442015, the Company’s investment portfolio was comprised of debt
securities, equity investments, and Other Portfolio investments. The fair value determination for these investments primarily consisted of
unobservable (Level 3) inputs.

As of September30204053March 31, 2016 and December 31, 20442015, all of the Company’s LMM portfolio investments consisted of
illiquid securities issued by private companies. The fair value determination for the LMM portfolio investments primarily consisted of
unobservable inputs. As a result, all of the Company’s LMM portfolio investments were categorized as Level 3 as of September30;
205March 31, 2016 and December 31, 2044:2015,

As of September 20-2045March 31, 2016 and December 31, 2044:2013, the Company's Middle Market portfolio investments consisted
primarily of prvate-placementMiddle Market investments in secured and unsecured debt investments and independently rated debt
investments. The fair value determination for these investments consisted of a combination of (1) observable inputs in non-active markets
for which sufficient observable inputs were available to determine the fair value of these investments, (2) observable inputs in the non-
active markets for which sufficient observable inputs were not available to determine the fair value of these investments and (3)
unobservable inputs. As a result, all of the Company's Middle Market portfolio investments were categorized as Level 3 as of September
20 205March 31, 2016 and December 31, 2044-20135,

As of September30-2045March 31, 2016 and December 31, 20442013, the Company’s Private Loan portfolio investments consisted
primarily of debt investments. The fair value determination for Private Loan investments consisted of a combination of observable inputs in
non-active markets for which sufficient observable inputs were not available to determine the fair value of these investments and
unobservable inputs. As a result, all of the Company’s Private Loan portfolio investments were categorized as Level 3 as of September30;
204:5March 31, 2016 and December 31, 2044:2015,

As of September 30-20845March 31, 2016 and December 31, 2644:2015, the Company's Other Portfolio #rvestmentinvestments consisted
of asilliquid seensiysecuritics issued by a-private esmpamycompanies. The fair value determination for #is-Hsreestmentthese investments
primarily consisted of unobservable inputs. As a result, all of the Company’s Other Portfolio equity investment-wasinvestments were
categorized as Level 3 as of September 30-2045March 31, 2016 and December 31, 204422015,

The fair value determination of the Level 3 securities required one or more of the following unobservable inputs:

+  Financial information obtained from each portfolio company, including unaudited statements of operations and balance sheets for
the most recent period available as compared to budgeted numbers;

«  Current and projected financial condition of the portfolio company;

+  Current and projected ability of the portfolio company 1o service its debt obligations;

+  Type and amount of collateral, if any, underlying the investment;

+  Current financial ratios (e.g., fixed charge coverage ratio, interest coverage ratio, and net debt/eamings before interest, tax,
depreciation and amortization ("EBITDA") ratio) applicable to the investment;
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+  Current liquidity of the investment and related financial ratios (e.g.. current ratio and quick ratio);

+  Pending debt or capital restructuring of the portfolio company;

+  Projected operating results of the portfolio company;

*  Current information regarding any offers to purchase the investment;

«  Current ability of the portfolio company to raise any additional financing as needed;

+  Changes in the economic environment which may have a material impact on the operating results of the portfolio company:

+  Internal occurrences that may have an impact (both positive and negative) on the operating performance of the portfolio
company;

+  Qualitative assessment of key management;

+  Contractual rights, obligations or restrictions associated with the investment;

+  Third party pricing for securities with limited observability of inputs determining the pricing; and

+  Other factors deemed relevant,

The fcllowmb mhle presenl.s fa:rvaluemeasuremenh of the Company’s investments, by major class, as of September 30201 5 acearding to
sandskMarch 31, 2016 according to the fair value hierarchy (dollars in thousands):

Fair Value Mensurements

—beveld . beweld Beveld
£ — § — & T N 4346
1= — H3I AT
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— — 020 1620
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ih&ﬁmlw—hmmhy—ﬁ!nildh in-thousands):

Fair Value Measurements

Level 1 Level 2 Level 3 Total
First lien sccured debt investments s — 3 — 5375038672, $ 375038672,
Second lien secured debt investments _ — 3—*—#94—138,33 85—[—9—1-13&,83
Unsecured debt investments — — 2250533 2250533
Equity investments — — 45,653 45,653
Total S — 5 —

$ 473862857, 3 493862857,

within tha faie al | careli an ol Comragaaly 0205 {dallaes inth TR A O

Hi t s o Y Tt PO =0 ERLL o ok

Fair Value Measurements
Level 1 Lovel 3 Lovel 3 Fatal
Ex sl e sttt s — & — & F6000 5 ThMuL
b Tt e s b — — LAnG L]
RTINS < — £ — & BT HTbd T

The following table presents fair value measurements of the Company’'s investments, by investment-elassification-segrepated-by-the evel
withirmajor class, as of December 31, 2015 according to the fair value hierarchy as-efBeeember 32044+ dolars-tntheusandsy(dollars in
thousands):

F

Level 1 Level 2 Level 3 Total
b = =& 676,437 § 676,437
= = 140,459 140,459
= = 870 870
— == 35,332 35,222
3 =F :g ms 852,988

Ievel wnhm llle f-'.ur value Inenn:lw as of Manch 31 2016 (dollars in lhousmds)
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Fair Value Measurements

Level 1 Level 2 Level 3 Total
LMM portfolio investments $ — % — 53364693508 533:64693,508
Private Loan investments —_ — 47655119458 47655119458
Middle Market investments — — %94—.(344627,83_ Méﬁl?,&}
Other Portfolio investments — - 4:537517,032 +57517,032
Total 5 — % — 54738628578 S493862857.8

The following table presents fair value measurements of the Company s investments, by investment classification, segregated by the level
within the fair value hierarchy as of December 31, 20135 (dollars in thousands):

#

Level 1 Level 2 Level 3 Total

b — ] =& 85460 § 85,460
= = 111,088 111,088
= = 645,913 645,913
— == 10,527 10,527

b —r = & 852,988 § 852,988

The significant unobservable inputs used in the fair value measurement of the Company's LMM equity securities and Private Loan equity
securities, which are generally valued through an average of the discounted cash flow technigue and the market comparable/enterprise
value technique {unless one of these approaches is not applicable), are (i) EBITDA multiples and (ii) the weighted average cost of capital
(“WACC™), Significant increases (decreases) in EBITDA multiple inputs in isolation would result in a significantly higher (lower) fair
value measurement. Conversely, significant increases (decreases) in WACC inputs in isolation would result in a significantly lower (higher)
fair value measurement. The significant unobservable inputs used in the fair value measurement of the Company’s LMM, Middle Market
and Private Loan debt investments are (i) risk adjusted discount rates used in the yield-to-maturity valuation technique (described in Note 2-
Basis af Presentation and Suwmmary of Significant Accounting Policies-Valuation of Porifolio Tnvesuments in the Company's Annual Report
on Form 10-K for the year ended December 31, 2044:2015, which was filed with the SEC on March 4204511, 2016) and (ii) the
percentage of expected principal recovery. Significant increases (decreases) in any of these discount rates in isolation would result in a
significantly lower (higher) fair value measurement. Significant increases (decreases) in any of these expected prineipal recovery
percentages in isolation would result in a significantly higher (lower) fair value measurement. However, due to the nature of certain
investments, fair value measurements may be based on other eriteria, such as third-party appraisals of collateral and fair values as
determined by independent third parties, which are not presented in the table below.

The following table, which is not intended to be all inclusive, presents the significant unobservable inputs of the Company’s Level 3
investments as of September30-2005March 31, 2016 (dollars in thousands):

Valuation Significam Unobservable Weighted
Fair Value Technigue Iaputinputs Range Average 1
LMM equity perHolio 3 22 L",z.?,' Discounted Cash Flows  WACC 4-_3:-1-.1.1.!(.4‘??: F4013,2%
Market _
:\r!:ﬁlplm_ua-:hfﬁnlr:rpnsc EBITDA Multiples (" 5.0% - 18.8x i, 5x
MetBook-ValueNAY Multiple MNAAD Bx - 2.0x 200].6x
LMM debt porifolio $65,845 54271 Discounied Cash Expected Principal MNAAL00.0% 100.0%
Risk Adjusted Discount Factor EO8.5% - H010.2%
Private Loan debt £52,664 35668 Market Approach Third Party Quotes 9EH03.0% - 990966
Privaie Loan debi 565,836 Fogoa  Discounted Cash Expected Principal 24-412.2% - 93-400.2
. LRSS Lo I - L T - LELEL N B ne
Risk Adjusted Discount Factor 508.5% - F310.2%
Private Loan equity Market ) 404,55 -
investments £958 258 Approach/Enterprise  EBITDA Multiples (' #4009 6:46,2x
® als L1
WACC 12.8%-129%  12.8%
Middle Market debt 627,834 688209  Market Approach Third Party Quotes HO1L3% - 956921
Other Portfolio investments £17,032 4583  Market Approach MetAsset-ValueMNAY Nﬁ?\?ﬂ‘{“}s - hr*}‘:l@'j
§ 876,69985
—_—— T e

(1) EBITDA may include pro forma adjustments and/or other add-backs based on specific circumstances related to cach investment,
(2) Weighted average excludes investments for which the significant unobservable input was not utilized in the fair value determination,
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The following table, which is not intended to be all inclusive, presents the significant unobservable inputinputs of the Company’s Level 3

Waluation Significant Unobservable Weighted
Fair Value Technique InputInputs Range Awverage ‘2
!_.MM equity pertiolio 3 Q—KOKEL! Discounted Cash Flows “_' "l_‘ ' Ay e Lirstad MAJJ_% 2213.9%
Market 425.0x -
Approach/Enterprise EBITDA Multiples 851 8.8x B:210.8%
NAV Multiple 2.0 2.0
LMM debt portfolio £61,295 23808 Discounted Cash Expected Principal BHA ] 00.07% 100.0%
ﬁ'ts-k I_.:’.djustel.l Diseount Jrlﬂ’ilp:%?:of- H-012.7%
Private Loan debt $60,173 26743 Market Approach Third Party Quotes H096.5% - 100:397.7
Privaie Loan debi $50385 20942 I?liscounled Cash Expected Principal 4216.6% - B3:008.1
Risk Adjusted Discount Factor 32.1% - F:510.5%
Private Lomn cquitynvesiments 530 ApprogehvEntrprise iples 45%-108x  %dx
iples (1 d.lx dlx
WACC 12.5% 12.5%
Middle Market deb 5645913 394086 Market Approach Third Party Quotes G712.1% - 963915
Other Portfolio investments $10,527 4595 Market Approach Met-sset-VatueNAY NAADE Y% MNAGE9

$ 47386285

R
(1) EBITDA may include pro forma adjustments and/or other add-backs based on specific circumstances related to each investment,
(2) Weighted average excludes investments for which the significant unobservable input was not utilized in the fair value determination,
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ended September30-2045March 31, 2016 (dollars in thousands):

Transfers  Paymes

January 1, Into i New Net Unrealized 38;

20452016  Level 3 Kind  Investments Sales/ Appreciation  Net Realized 26H5March
Type of Investment  Fair Value  Hicrarchy  Inikest in Repayments  (Depreciation)  Gain(Loss) 31,2016
LMM Equity $0.80824, 3 — § H72) § H8276l §  HE— § 0982957 § — $22H027
LMM Debt 2380861, —a9l6 32419535 (193312]) 7396 @) 427165,
Private Loan Equity ~ —330 — — 258502 = —(14) — 258058
Private Loan Debt 4763511 — 69656 ;4:32&1,6& {4—3;4#?,‘,;) (3:120567) —{160} me—sr_efl 1
Middle Market 3040466 — —38 40240048, (95380348, (949316,943)  1I9(486) 68829062
Other Portfolio  +57510,5 — —  3.0086,537 = —(32) — 4383170
Total $473862 § — § 68 § 524387 S(HH2325) 5 (H5H14.2) 8 130(646) $876.6078

(1) Column includes changes to investments due to the net accretion of discounts/premiums and amortization of fees.

ended Sepresnber 30 2004March 31, 2015 (dollars in thousands):

January  Transfer Payment MNet Met Mt Seplember
1. s Into -in-FIK New Sales/ Unrealized Realized R
244201 Level 3  Kind  Investmen Repaymen Appreciation Gain 204Mare
Type of Investment 3 I':air Hierarch inlem-s! 151} s (Depreciatio ﬁ Hass) gil‘_z_ng
LMM Equity S = § — 3 — ¥ 1—9596:!? § — § —860 § — & —_ 34—955111,
LMMDebt  +50023,  —  —¢ 453822 (40240 1967 (30) — 8932318
Private Loan —_ = - —100 — = — — —100
PrivateLoan 290647, — 44188 2658210, (0126)  435(65) = YR
Middle Market éﬁg 4328— — S-En-rlﬁ} (-?'4—.6’94_5'2‘,__?.] 2,978 50 240 32—‘:?%?
Other Portfolio —1,575 — = = — —] — = —L515
Total § 62454 § 4728 $444194 8 360707 S(FHL6682) § (627384 § 200 § L N
(1) Column includes changes to investments due to the net aceretion of discounts/premiums and amortization of fees,
For the stnethree months ended September302045March 31, 2016 and 20442013, there were no_transfers-sfzeraand-S4- Tmilbion;
speetively: between Level 2 and Level 3 portfolio investments.-Fhe-transfers-represent-Middle Market-investments-which-are-valued
= ird-parb-guoteswith-imbed-activibrand obsepvabi ity o CinputsJnprierperiods-thes e htssd EH St Huirvitkue

based-upon-thir Y
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Porsfolio-tnvest c

s

Portfolie Investiment Composition

The composition of the Company’s investments as of September308,-2045 —at—eost-andfairvalie—was—as—folows—{dollars—in
thowsandsy:March 31, 2016, at cost and fair value, was as follows (dollars in thousands):
Cost Percentage Fair Value
Investments of Total Investments Percentage of
at Cost Portfolio at Fair Value 4] Portfolio
First lien secured debt investments § 722356729, ®0479.0% § 704346672, 20:478.4%
Second lien secured debt investments +56:522150,9 +67163  H3FFH1388 464162
Equity-investments 25.560 28 26:620 3.0
Unsecured debt investments 26452 645 0.3 +620533 0.1
Equity investments 38,623 4.2 43,576 3.1
Equity warrants 9622,169 6402 9402077 6.2
Total $ 004855923, 100.0% § 876697857, 100.0%

The composition of the Company's investments as of December 31, 2004
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The composition of the Company's investments as of December 31, 2015, at cost and fair value, was as follows (dollars in thousands):

Cost Percentage Fair Value
Investments of Total Investments Percentage of
at Cost Portfolio at Fair Value 451 Portfolio
First lien sccured debt investments $ 385937719, F9479.6% § 375038676, F9:479.3%
Second lien secured debt investments B FH 148,90 4165 B 04140,45 12016.5
Equity-investments 1308 23 H-308 24
Unsecured debt investments 25742 630 08503 2250870 08501
Equity investments 32,025 3.3 34,020 4.0
Equity warranis 751,187 —{0.1 +51,202 —l
Total § 487604904, 100.0% § 473862852, 100.0%

The composition of the Company’s investments by geographic region ef the-United-States-as of September 302005 March 31, 2016, at
cost and fair value, was as follows (dollars in thousands) (since the Other Portfolio investment deesinvestments do not represent a single
geographic region, this information excludes Other Portfolio investments):

Fair Value
Investments  Cost Percentage  Investments Percentage of
at Cost of Total Portfolio  at Fair Value ¢4l Portfolio

Northeast §495447183,0 24-820,2% $493.728174,2 22220.7%
Southeast 183:570188,43 204208 183.885191,45 2422.8
West H43354]137,18 60151 133778]121,95 +5314.5
Southwest 155.053161,98 1723179 14306212691 16415.1
Midwest 1500081 78,47 HE19.7  166404172,76 4205
MNon-United States 59».9895_?,{1_-3_5 6363 5755753,51 4 6:06.4
Total $ 807 372906,5 100.0% 5872 H4840.8 100.0%

The composition of the Company's investments by geographic region efthe Haited States-as of December 31, 2844:201 3, at cost and fair
value, was as follows (dollars in thousands) (since the Other Portfolio investment-deesinvestments do not represent a single geographic
region, this information excludes Other Portfolio investments):

Fair Value
Investments  Cost Percentage  Investments Percentage of

at Cost of Total Portfolio  at Fair Value  Tgtal Portfolio

Northeast §428:556178.9 26:520.0% $427.734171.2 27:020.3%
Southeast H6:737188,23 240211  H6:203]188,40 247224
West F1402140,576 458157 F3:993127,353 157151
Southwest $5:284159,579 HA118  FHE3135.473 +H6:316.1
Midwest 54:278]1 68,769 H-5189 56978165,113 +2-+19.6
MNon-United States 2077357,971 4365 49.60454.837 4:26.5
Total 3456:020804.0 100.0% $472.287842.4 100.0%




The composition of the Company s total investments by industry as of September30:-2045March 31, 2016 and December 31, 2044:201 5, at
cost and fair value was as follows (since the Other Portfolio investment doesinvestments do not represent a single industry, this information
excludes Other Portfolio investmenis):

F-35




Cost Fair Value

September-30, December 31, September-30, December 31,
_2mMarch 3L, 20042015 _ 30fMarch 31,
Haotels, Restaurants, and Leisure Hh£10.4% F510.7% 11.1% F6]11.2%
Media 7.57.9% 947 8% 348,0% 5.27.9%
Internet Software and Services 24 42

IT Services 54% 245.4% 545,5% 745,5%

Commercial Services and Supplies 54 5154
0il, Gas, and Consumable Fuels 4.84 9% 564 9% 402 4% 433.1%

Specialty Retail 42 41 2l 37

Auto Components 40 39 42 3.9
Health Care Providers and Services 484,0% 334,7% 434.3% 3.84.7%
Diversified Consumer Services 4.64,0% 4.54,7% 463.6% 464, 5%
= inl-Servi d-Supphi 445 23% 4:5% 23%
Internet-Soft d-Service: 44% 29% 46% 3.0%
Specialiy-Reiail 4:3% 2:5% 4.2% 240
Auto-Components 3.0 38% 4% 3.0
Sefiware 3.5% 239, 3.6% 380
Energy Equipment and Services 3-.4u% &Jﬁ% 2.—1@2’;’ HQ%
323.4% 543,1% 323.5% 543.2%

32 30 34 il
2.93,]% $43,1% 3.03,2% }43,3%
2.83,1% 352.4% 2.93,3% 3.72.6%

2l 238 28 8
Leisure Equipment and Products z22.3% +62,1% 222 4% +62.2%
Health Care Equipment and Supplies 2l 2l 24 2.2
Pharmaceuticals 2.1% 2.1% 242 2% z22.3%
Electrunic Luauiprest It & £7% 2.6% H3% 23%
Diversified Financial Services 171 9% —1.7% 132 0% —], 7%
Automebiles +3% ST 3% 13%
Internet and Catalog Retail 1.6% +51.6% 131.5% 1.51.6%

Machinery L5 L6 20 L8
Aerospace and Defense 161.5% +4],5% 1314% 141.6%
Machinosy 6% 3.0% 6% 34%
Chenieals 4% 2.0% 4% 3%
Tobacco H31.2% +31.3% +4l3% +81.3%
Distributors 13],2% 16],2% 141,3% 1.61.3%
Textiles, Apparel & Luxury Goods 121.1% 24],1% $21.0% 221.0%
Professional Services 1.0% 121 0% 1.0],1% 121.0%
Marine 0.9% 160,95 0.9% 1.70,9%

Personal Products 0.8 0.8 09 09
Metals and Mining 0.8% 160,85 .80,9% 1.60,9%
Personal-Produeis B-8% —& [ —u
Capital Markets 0.8% —0.8% 0.80.9% —0.9%
Building Products 0.8% —Q.8% 0-80,9% —0.9%

Consumer Finance 0.7 04 0.8 04

Insurance 0.7 0.7 07 07
Food & Staples Retailing 0.40,5% — 065 0:80,6% —0,6%
Mealih-Care-Equipment and-Supplies 6.8% 45 B.8% 4%
InsuranceAutomobiles 0.70,5% 130,65 0:70,6% 1.40,6%
Communications Equipment 0:60,5% 0,6% 0.6% —0.6%
Biitities 8:5% —8% 6-6% —5
Healiheare Technology B:5% +0% B-6% 0%
Censtimer-Finanee B-4% 8:5% B-4% 8:5%
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Air Freight & Logistics

Containers and Packaging
Airlines

Lifs i Toolsand Seri
Heusehold Products
Eleesrie-Utilities

Total

0.3% 0.60,3% 0:50,4% 0.70,5%
03 03 03 0.3
0.2% :50,2% 0.2% 0:50,2%
0.2% —{,2% 0,2% —0.2%
—lan A —ten [
— 9% 6% —8 6%
—% 03,0 % —e p3],2%
100.0% 100.0% 100.0% 100.0%
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Note 4 — Borrowings

On March 11, 2014, the Company entered into a senior secured revolving credit agreement (the "Capital One Credit Facility™) with Capital
One, National Association (“Capital One™), as administrative agent, and with Capital One and other financial institutions as lenders. The
Capital One Credit Facility, which-has-been-subsequentlyas amended-on-multiple-oceastons, provides a borrowing capacity of $125.0
million, with an accordion provision allowing borrowing capacity to increase to $150 million. As of September 30-2045.March 31, 2016,

the Company had borrowings of $405.065.0 million outstanding and $20-060.0 million available on the Capital One Credit Facility. The
Company estimated that the outstanding borrowings approximated fair value. As of September 302045 March 31, 2016, the Company was
not aware of any instances of noncompliance with covenants related to the Capital One Credit Facility.

On May 18, 2015, the Company's-whelly-owned Subsidiany-HMS Funding
entered into an amended and restated credit agreement (the “Deutsche Bank Credu Facility™) among HMS Funding, the Compan:.r, as
equityholder and servicer, Deutsche Bank AG, New York Branch (“Deutsche Bank™), as administrative agent, the financial institutions party
thereto as lenders (together with Deutsche Bank, the “HMS Funding Lenders™), and U.5. Bank National Association, as collateral agent and
collateral custodian;, The Deutsche Bank Credit Facility-has-been-subsequently, as amended-en-rultiple-oceasions—most-recenthy-on
ie-ptem-ber—% _m 1-5- TIh.Lamemtm-ﬁnt«- [SR% |mmsed-l1w a%rﬂﬁﬂk‘- rem-(-)l»e;@emmﬁmem»m-SvaEl - len--i—’} Fedue-ed—th&sppl&ab-]e

bomowing capacity of $385.0 million. As of March 31, 2016, the Company had borrowings DF 53-9{}-0330 0 mlllmn nutstandmb and
$70:055.0 million available on the Deutsche Bank Credit Facility. The Company estimated that the outstanding borrowings approximated
fair value. As of September 302045 March 31, 2016, the Company was not aware of any instances of noncompliance with covenants
related to the Deutsche Bank Credit Facility.

Note 5 — Financial Highlights

The following is a schedule of financial highlights of the Company for the sirethree months ended September 30204 5-and September 30;
2044-March 31, 2016 and March 31, 2015.

w NineThree Nine Months
Per Share Data: Months Ended Ended
Met-asset-valueNAV at beginning of period § 788 § 840 8 &9
Net feal-i-:eedim'cslmmi income (112 0.19 835017 (=
alized apprecia doprecia (0.01) 0.01
Net unrealized appreciation (depreciation) 1) (0.22) £0-260.100 e
Net increase (decrease) in net assets resulting from operations (0.04) B:200,28 s
Stockholder distributions (113 {52 3 {52
I:lmmbuuans from net investment income ! (0.17) (0.17)
(0.17) (0.17)
— 0480.06 0:64
= 0.06
Met-asset-valaeNAV at end of the period b 167 3 835857 & T
Shares oulstanding at end of period 64,661,916 S5042.46541,153 2L R000H
Weighted average shares outstanding 63.230.882 45:129.:21036,265 2528035

{1y Based on weighted average number of shares of common stock outstanding for the period.

(2) Changes in net realized incomes and net unrealized appreciation (depreciation}—#rd-iresme-taxes from investments can change significantly
from period to period.

{3) The stockholder distributions represent the stockholder distributions declared for the period.
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{(4) The continuous issuance of shares of common stock may cause an incremental increase in etassetvalue- "N AV per share due to the sale of shares
at the then prevailing public offering price in excess of NAV per share on each subscription closing date. The per share data was derived by computing
(i) the sum of (A) the number of shares issued in connection with subscriptions and/or distribution reinvesiment on each share transaction date times (B)
the differences between the net proceeds per share and the NAV per share on each share transaction date, divided by (ii) the weighted average shares of
common -ﬂ.ock oulstanding rar the periad

guﬁm@;_u. nl:l_un;zg_ﬂm p_cnod and ccﬂ.um p:r share {L_ata bazed on lhc shares uuism_lr.lmg as as of a pqnod end or lrag:acimn dgte_

NineThree Months NMM Months
Ended

Ended
{dollars in thousands)

MetassetvalueNAY at end of period $ 467143495673 S 102 138352,480
Average net assels H 37744493663 8 H3238306,272
Average Credit FaeilisvFacilities borrowings s 286-246387.500 5 66:304221.432
Ratios to average net assefs:

Ratio of total expenses o average net assets'! 5326183 % 3-60]1.78%
Ratio of total expenses, excluding interest expense, to average net assets(!) 323108 % 2:051.14%
Ratio of net investment income to average net assets 6:342.48 % 5:602,07%
Portfolio turnover ratio H:095.73 % 34:914.25%
Total return 12 5 TH0.52)% 4:494,05%

{13 For the pinethrec months ended September30-2005March 31, 2016 and the rinethree months ended September30.-2044:March 31, 2015, the

Advisers waived base management fees oFSDand SJ—?—mtI-hfm—U respenlweiy &uhmdmnlad incentive fees of SJ—#mﬂhﬂﬂappmwumcly 5493 000
and $6:358,000, respectively, eapits
Shbomilhon respectively b mmde an-espease support p.mnenl SIS rheL Corpany-of S ad 5328 00 appro;
437,000, respectively. The ratio is calculated by reducing the expenses to reflect the waiver of expenses and reimbursement of
and-te-refleet-the-reduetion-ofexpensesfor-expense-support-provided-by-the-Adviser in both periods presented. See Note 9-Related Party
Transactions and Arrangements for further discussion of fee waivers-ard-expense-support provided by the Advisers.

(2} Total return is caleulated on the change in NAV per share and stockholder distributions declared per share over the reporting period.

Note 6 — Stockholder Distributions

The following table reflects the cash distributions per share that the Company-has declared on its common stock during the sisethree
months ended September30:March 31, 2016 and March 31, 2015 (dollars in thousands except per share amounts).

Distributions

For the Period Ended Per Share Amount

Fhree months ended September 3020152016 $ 87 5 9373

Three months ended e 30--2045March 31, 2016 b 080,17 F F09811,037

03

Three months ended March 31, 2015 5 017 % 6,260

Fhe follorwing table reflects the cash disteibaions per share that the Company has declared o is common stock during the pine months

Distsibuti

For the Peviad knded Per Shore At
Fheveatontli enshed-Sepienher W20 & o & A4
Flireerentis ended die 3020044 & 648 5 2:h44
Fhreemonthsended March- 312004 £ o £ 236
On September 242045 March 23, 2016, with the authorization of the Company’'s board of directors, the Company declared distributions to

to its stockholders for the per'md uf@i.—lnb-e-r—zﬂ-l—ihpri] 2016 through De@em-ber—m-l—S-June 2016, These distributions have been, or wi I] be,
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amount equal to $0.00191781 per share, per day. Distributions are paid on the first business day following the completion of each month to
to which they relate.

The Company has adopted an “opt in” distribution reinvestment plan for its stockholders. As a result, if the Company makes a distribution,
its stockholders will receive distributions in cash unless they specifically “opt in™ to the distribution reinvestment plan so as to have their
cash distributions reinvested in additional shares of the Company’s common stock.

The following table reflects the sources of the cash distributions that the Company declared and, in some instances, paid on its common

stock during the sinethree months ended September 30204 5-and September30.20404-March 31, 2016 and March 31, 2015,
NineThree Months Ended  NineThree Months Ended
“Bentember-30 T

{dollars in thousands)

Distribution Distribution
Source of Distribution Amount Percentage Amount Percentage
Net realized income from operations (ret-afbefore waiver of base $23:34911,03 99100% 5 4.5565,989 65996%
Waiver of base management and incentive fees 282 " 26&2‘5
: . ﬁ Adyise = Ay
Total $23.63411.03 100%

The Company may fund its cash distributions from all sources of funds legally available, including O#fesingstock offering proceeds,
borrowings, net investment income from operations, capital gains proceeds from the sale of assets, non-capital gains proceeds from the sale
of assets, dividends or other distributions paid to it on account of preferred and common equity investments in portfolio companies, and fee
and expense waivers from isthe Advisers-and-expense suppor-payments fromthe-Adviser, The Company has not established limits on the
amount of funds that the Company may use from legally available sources to make distributions. The Company expects that for the
foreseeable future, a portion of the distributions witimay be paid from sources other than net realized income from operations, which may
include O#ferinastock offering proceeds, borrowings, and fee and expense waivers from #sthe Advisers-and-suppertpaymentsfrom-the
Aibviser. See Note 9 - Related Party Transactions and Arrangements - Advisory Agreements and Conditional Fee Waiver

The Company’s distributions may exceed its carnings-es . : ;
Offerine-As and, as a result, a portion of the distributions it makes may represent a return of capltal for U.S. federal income tax purp-oses
The timing and amount of any future distributions to stockholders are subject to applicable legal restrictions and the sole discretion of the
Company’s board of directors,

Note 7 - Taxable Income

The Company has elected to be treated for U.S. federal income tax purposes as a RIC. As a RIC, the Company generally will not pay
corporate-level U8, federal income taxes on net ordinary income or capital gains that the Company makes-distributionstimely distributes to
distributes to its stockholders each taxable year from taxable earnings and profits-as-distributions—Fhe Company-musteenerally, To qualify
qualify as a RIC in any taxable year, the Company must, among other things, satisfy certain source-of-income and asset diversification
requirements. [n addition, the Company must distribute apnually-dividends-ofan amount in each taxable year generally at least equal to
90% of its investment company taxable income, defermined without regard to any deduction for dividends paid, in order to mainiain its
ability to be subject to taxtaxation as a RIC (the "Annual Distribution Requirement"”). As a part of maintaining its RIC status, undistributed
undistributed taxable income (subject to a 4% excise tax) pertaining to a given taxable year may be distributed up to 12 months subsequent
subsequent to the end of that taxable year, provided such distributions are declared prior to the earlier of (1) eight-and-one-half months after
after the ¢lose of that taxable year or (2) the filing of the Y-S-federal income tax return for the-apphieablesuch prior taxable year. In order to
to avoid-this excise tax, the Company needs to distribute, in respect of each calendar year an amount at least equal to the sum of (1) 98.0%
98.0% of its net ordinary income (taking inte account oerlmn deferrals and elections) for the calendar year, (2) 98.2% ofits capital gain in
in excess of capital loss, or capital gain net income, ("€ : “-adjusted for certain ordinary losses:) for the one -year
period ending en-October 3 1 stefsuch in that calendar year (or. if wethe Company so eleetelects for thethat calendar year) and (3} any net
ordinary income and Eapital-Gan-MNet-tneomefor-thecapital gain net income for preceding eslendar-years that was not distributed
duringwith respect 1o such-ealendar years and on which the Ccmpany paid no U, 5. fudcraﬂ income fax-Hred-emipaibe-bas-doersed ey
wlmll\r nmmL 'Hllh-rlelvlzll e H'\.-IH I eﬂiw\r’ !It-ﬂ-chnu [RR "y Subepibiary e Fhe-Tas

EIs il}ep;malm wivestments held by e rmluel-&l i ih&ummlutami m\.nmal qa;emml-; as portiodivevestiments recorded at Bl value.

wirhie: WMMMMMM%%FH—S—M ineome s purposes - y-Senerate-HReoe -t

- ) fig - 11} calatod fos : : s I'Illl o aa ki . rrl |-I'I.'. 1=
PR i Lo o Fe s # Hf i t 5 o H 3

expenise- o enelib A5 anyand-the relmed gas-asseis .a+h-l Habilities e retlected-in {hr: Coanapanys unuha-nwei corpsladated financial
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statements: (the "Excise Tax Avoidance Requirement”). For the taxable year ended December 31, 2014, approximately 339,000, or 50,0019
$0.0019 per share of the Company’s taxable income was distributed in 2015, prior to the filing of its federal income tax retum for the 2014
2014 taxable year, and no portion of this amount was subject to the 4% nondeductible excise tax. For the taxable year ended December 31,
31,2015, the Company estimated approximately $3.8 million, or $0.0615 per share, of its taxable income will be distributed in 2016, prior
prior to the filing of its federal income tax retumn for the 2015 taxable vear. As a result, the Company anticipates that it will be subject toa
a $108,000 nondeductible excise tax for the 20135 taxable vear,

Listed below is a reconciliation of "Net increase (decrease) in net assets resulting from operations” to taxable income and to total
distributions declared to commeon stockholders for the nirethree months ended Septessbes30:March 31, 2016 and 2015 and 2044 dollars in

thousands).

NineTl Mine Months
) . Months Ended Fendbed
Met increase (decrease) in net assets resulting from operations ] (2,669) § 1327410,187 & 40331
Net change in unrealized (appreciation) depreciation 14,263 HAH(3,840) 27
Income tax {benefit) provision 23 2ot 44
Pre-tax book (income) loss not consolidated for tax purposes 89 [y [
Book income and tax income differences, including debt origination,
structuring fees, dividends, realized gains and changes in estimates 14 (5136) 3
Estimated taxable income (1 11,720 244466227 [
Taxable income eamed in prior year and carried forward for distribution in 3,839 30143 8
T:nc:.hle income eumed prior to period end and carried forward for (8,327) {4:0552,463) [REEEL]
Dlwdl.nd acerued as nf p-.nud tnd and paid-in the following period 3,805 31812,353 96
Total distributions accrued or paid fo common stockholders g 11,037 5 236346260 S 6559

The Company's taxable income for each period is an estimate and will not be finally determined until the Company files its tax return for each year.
Therefore, the final taxable income, and the taxable income eamed in each period and carried forward for distribution in the following period, may be
different than this estimate.

{1

The income tax expense, or benefit, and the related tax assets and liabilities generated by the Fasable SubsidiaryHMS Equity Holding, if
any, are reflected in the Company’s Condensed Consolidated Statement of Operations. For the sisethree months ended September 30,
2045March 31, 2016 and 2644:2015, the Company recognized a net income tax (benefit) provision of $(27400023,000) and
SE3-000156,000, respectively, related to deferred taxes of $279:00044.4 million and $63,000 respectively, and other taxes of $&:000-nd
SE000023,000) and $3,000, respectively, offset by a valuation allowance of $(4.4) million and 30, respectively. For the sirethree months
ended September—&ﬂ—%ﬂtéMarch 31, 2016 and EO-M—ZOlj the other taxes included S0-and-54-000respectivelyrelated-to-an-acerual-for

5 : ; (23,000) and $3,000, respectively, related to

accruals For state and other taxes.

The net deferred tax asset at Sepiember-30-2045March 31, 2016 and December 31, 20442015 was $276:0000 and S0, respectively, of
which $85:60681 57,000 and $4.8 million, respectively, related 1o current year net loss on portfolio investments held by HMS Equity Holding
and $2.9 million and $187,000, respectively, related to net loss carryforwards from historical realized losses on portfolio investments held
by HMS Equity Holding offset by $640,000 and $599,000, respectively, related to basis differences of portfolio investments held by the
Mﬂiﬂﬁ-m Eﬂ_miyj:b:l,dmg whmh are “pass lhruugh" cnllln::s ft)r tax purposes and 5187000 rektedto-neHossearrylonvards
4.4 million and 4.4 million, respectively, related to

a valuanon allowance, Based on HMS Equ:t)' Holdlru, s shuﬂ opcratmi, hlstor)', mana;,emcnt belteves itis more ]|]-zc:|:.r than not that thcre

Va luanon AILowance agamst ( such deferred tax. assct

The following table sets forth the significant components of net deferred tax assets and liabilities as of March 31, 2016 and December 31,
2015 (amounts in thousands):
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March 31,2016 ~ December3l, 2018

s 3026 § 2,869
2,049 2,143

5075 S0

(640) (599)

©40) 599)

(4,435) (4,413)

5 = — ]

For federal income tax purposes, the net loss carryforwards expire in various taxable years from 2034 through 2036, The timing and manner
in which HMS Equity Holding expects to utilize any net loss carryforwards in such taxable years, or in total, may be limited in the future
under the provisions of the Code,

The determination of the tax attiributes of the Company’s distributions is made annually at the end of the Company’s taxable year based
upon the Company’s taxable income for the full taxable year and distributions paid for the full taxable year. Therefore, a determination
made on an interim basis may not be representative of the actual tax attributes of distributions for a full year. The actual tax characteristics
of distributions to stockholders will be reported to stockholders subject to information reporting shortly after the close of each calendar year
on Form 1099-DIV,

Dividends from net investment income and distributions from net realized capital gains are determined in accordance with U.S. federal tax
regulations, which may differ from amounts determined in accordance with GAAP and those differences could be material. These book-to-
tax differences, such as the non-deductible excise tax, have no impact on net assets.

Note 8 — Supplemental Cash Flow Disclosures

Listed below are the supplemental cash flow disclosures for the ninethree months ended Septermber 30204 5-and-Septerber 302044 March
31, 20016 and March 31, 2015 (dollars in thousands):

NiseMonthoEnded  NineMenthsEnded
September 30,2015  September 30,2014

$ 6677 $ 1517
$ 60 $ 1l
s 318 § 1196
$ Hhehd s 2881
5 1058 § 696)
$ - & 22

b 3231 § 1,749
b 182 § 2
§ 3,805 § 2,353
§ 5,194 § 2,884
b L100 § 921
3 s =
b 247 § =
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Note 9 — Related Party Transactions and Arrangements

Advisary Agreements and Conditional Fee Waiver

Qﬁ—Muy—}l—EQ-H—lheIIn: Cnrmpany and Ihe Adﬂaemﬂﬂ:mﬁ:r_hﬁm cnmmd into H—een&lhuﬂul—l%e—\wweﬁugfemeﬂt—uﬂd—bubwquem

MMM@MM
order to achieve a reasonable level of expenses relative to its investment income (the “Operating Expense Objective™). The Company's
board of du‘acmﬁ, in its so]s dmn:retmn, may approve the mgym of unreimbursed Ean Paxments {a "Rem]bursemem

|I (l d i d d
Eoﬂnmnsmp.t b:,' the. Cﬂmpﬂny_of_au me.&nppﬂmtawn:m._]heﬁmmay MMWMMMML&W
ngmenta w1lhmthmexears fmm Ihe date each mml)_eme Sggp_c[t Payment was determined. Any Expense Support Payments that

i : mmmmw
waivers to be deemed necessary, The previously waived fees are potentially subject to repayment by usthe Company, if at all, within a
period not to exceed three years from the date of each respective fee waiver.

ahal: ¥ty ot .mCampan)LandﬂmA;iwsmhm
ent lhe “2016 Condmonal lnoome lnoentwe Pee Wawerégre;em £

PUTSLA v i | T
inscm.r:.__a,s suﬂh_lanms_deﬁmdmheﬁms:mnmdmmﬁgmmﬁm Jimu}bxmummf any_ﬂxcm_thal in the Advisers sole
discretion, causes sm:h wmver to be deemed necessary, The 2016 Condnmna.l lncomelncemwe Fee WmverARreemem may require the

Company to repa yments or waived base manag
ingentive fees und gr_cmam _meumslaum._”[hg previou sly_mtﬂimaxe_mmmlluub] ect to repayment by the Company, if atall,

within a penod not to emaed three years ﬁ'!.'.lﬂ.l Ihe date of each Iesgecuve fee wawer Thus, in any guaner whene a surplus exists lhat
: g i i fizes an PENS P §

[= umllmmal Fee Warver Agreement-after December 34204 iunlewih-e—teewawer prerbind s lunher—euended-ﬁaqond to

reimburse all waived fees, beginning with the earliest year eligible for reimbursement.

Reimbursement of previously waived fees will only be permitted with the approval of the board of directors and if the operating expense
ratic is equal to or less than the operating expense ratio at the time the corresponding fees were waived and if the annualized rate of regular
cash distributions to stockholders is equal to or greater than the annualized rate of the regular cash distributions at the time the
corresponding fees were waived.

WW & i i : ““h- ~
quarter. M the tdal amount c<-md+lm-ndIIyrﬂtmhﬁ.lP&edh»-theSuh-:\deer 2005 s dess than both (l-} Saof ihﬂu?ee»wmwd by the Adviser
Abviser-for-204-5-exeluding-any-previcusty-retmbursed-ameounts-and-Ci-5400-000 -then-the Sub-Advisershall-remburse the-Adviser-in

i
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For the three months ended September30.2045March 31, 2016 and 20442015, the Company incurred base management fees of
S4:2approximately 4.5 million and $4:63.0 million, respectively, and the Advisers waived base management fees of $0 and $821000:0,
respectively. Accordingly, net of waivers, the Company paid base management fees of S43approximately $4.5 million for the three months
ended September 30 2045March 31, 2016 and paid base management fees of $521000approximately $3.0 million for the three months
ended September 30,2004 March 31, 2013, For the three months ended September30. 204 3March 31, 2016 and 2044.20135, the Company
incurred capital gains incentive fees of S0 and 30, respectively, and subordinated incentive fees on income of $455.000approximately
£493,000 and $6:358,000, respectively. For the three months ended September-30-2085March 31, 2016 and 26:44:20135, the Advisers
waived capital gains incentive fees of 30 and 50, respectively, and subordinated incentive fees on income of $155:800approximately

$493,000 and $6:358,000, respectively.

For the sinethree months ended September 30-2015March 31, 2016 and 26442015, the Company did not record an accrual for any

previously waived fees, Any future reimbursement of previously waived fees to the Advisers will not be accrued until the reimbursement of

the waived fees becomes probable and estimable, which will be upon approval of the Company’s board of directors. To date, none of the
i i  been | e | of directors for reimbursement.

nrattagetient-not related o advisory services. Phe Aadvisers donod eara any profit inder thetr provision of adminstrative services o the
Compaiy. For the three months ended Septenber 302005 and 204 the Companyv-incurredand the Adviserswabved the reimbursemen
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The table below presents the fees and-expenseswaived by the Advisers and the timing of potential reimbursement of waived fees (dollars in
thousands). Previously waived fees will only be reimbursed with the approval of the Company's board of directors and if the "eperating
expesse-ratieOperating Expense Ratio” (as described in footnote 43 to the table below) is equal to or less than the Company's operating
expense ratio at the time the corresponding fees were waived and if the annualized rate of the Company's regular cash distributions to
stockholders is equal to or greater than the annualized rate of the Company's regular cash distributions at the time the corresponding fees

were waived.
3 Operating Annualized
Whaivers and Expense  Expiration of the Advisers" Right Administeative Expense Ratie  Distribution
Suprpert Pavvoas o Bevvive Keimbarsement of boapense Wabvers s of the Pate of - Bate os of the
fddollars-in Previousty Waived Feesand
Perviod-Ended theusands) Expense-Support-Payments'? theusands)y™ Walkveps Walvers'®
dune-30-2042 49 dune-30-2045 825 +35% F
Becember34-2042 5457 Beeember3-2043 8284 256% EREE
March3H2043 S84 Mareh-3H2H6 233 ] T
Juppe 30202 SHE June-30. 2046 Sl 368 F008
Sepiember30,- 2013 5268 Seplember30-2046 s34 2% Fobio
Juive 302044 855+ Iune-30,204+F 8385 28 F-AHn
Becember3 32014 £500 Bevember31-2047 St Tl F000,
Muareh 312043 £358 Mareh-H2HE 437 it FH%0
June 302015 $930 Fune 302048 3480 6954 F0%%
September 30,2015 5155 September 302018 354 TH 078
Mapepe  Seieled el Eessuon
Repaid Repaid Repaid Bogak e
w o A@éﬂ Wi aﬁ;ﬁ( W Aﬁ;&x P Advser o
Ga0012 § 38 =35 B8 =35 =38 =8 =§ = L% 700%  Expird
2002012 § 928 =8 &2§ =35 3iF =% =8 = 197%  1.00%  Expired
12312012 § 10458 — 35 838 =35 =8 =48 =§ = 296% 700  Expird
312013 § R85 —3§8 =8 =8 =8 = 3§ =8 = L8  1.00% Expired
6302013 § LEE =35 =58 =58 =§ =£§ =38 = L36%  100% 6302016
2302013 § 285 =8 =3 =25 = = = = L22%  7.00% @ 20302016
LA12013 s 3098 =8 =% =§ 5§ =25 18§ = 049% @ 700% 12512016
3312014 § 068 =8 =8 =358 = =& =i = l28% 1006 3812017
6302014 § 88 =% =% =8 =8 =% =§ = Ll28% 7006 G007
2302014 § 813 =358 =% =8 =38 =2& 28§ = L2% 1006 0T
2512014 8 488 = § 451§ =5 = =0 = = LI0%  7.00% @ L2/312017
2312015 § =§ =% 3MEF =§ = — = = L7%% 118%  331/2018
GA02015 8 =3 =& 2MWWE =35 = =i = = L&%%  107%  GG02018
2302015 § =3 =§ B3 =3% = — = = Zll% 10T 2002018
LRAI0ISE =3 =8 LNE =35 = =i = = 22T%  178% 12512018
LR § =& =% M3} =i = =i = = L83% Bl 3312019
(1) Fees waived pursuant to the Conditional Fee Waiver Agreement and the 2016 Conditional Income Incentive Fee Waiver Agreement and Expense
Support Payments pursuant 1o the 2013 and 2014 Expense Reimbursement Agreements,
(2)  Subject to the approval of the Company s board of directors, in future periods, previously waived fees may be paid o the Advisers, if the Company’s

cumulative net increase in netassets resulting from operations exceeds the amount of cumulative distributions paid to stockhalders. The previously
waived fees are potentially subject to repayment by the Company, if at all, within a period not to exeeed three years from the date of cach respective
fee waiver. To date, none of the previously waived fiees and Expense Support Payments hashave been approved for reimbursement by the Company's
board of directors.

Company, except for base management and incentive fees and administrative expenses waived by the Advisers and organizational and offering
expenses, For the quarter ended December 31, 2013, expenses have been reduced by $153,000, the amount of the Expense Support Payment received
in2013 from the Adviser, For the quarter ended September 30, 2014, expenses have been reduced by $328,000, which Expense Support Payment was
received from the Adviser on October 30, 2014,
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aid 1o stockholders on S ber 1 a&hﬂmd.ﬁnﬂm.(‘u s offeri ice per share as o rof the T,
Pursuant to the Investment Advisory Agreement and Sub-Advisory Agreement, the Company is required to pay or reimburse the Advisers

for administrative services expenses, which include all costs and expenses related to the Company's day-to-day administration and
rn.aw.;,cmun not mldEul 10 adv i“-m} services, The Advisers do not earn any pwﬁl under their provision 0I"1d1]1i|1i-1r|liv1. services 1o the

1slrat1ve services exp::nses iiccrued pursuant tc- Ihe lnveﬁmeut Adwsor}' Agreemem and Ihe wy Agreen
2016, The waiver of the reimbursement of administrative services i 1 ject to future reimbursement.

2) “ﬂmuakimi D.i-:il.libl-l'ip.r.l Rae” cqu.ﬂ.l-ti $0.0019178 1 per share, per day. “Annualized Distribution Rate” does not include the special stock dividend
paid to siockholders on Sepiember 14, 2012 and was based on the Company's offering price per share as of the last day of the quarter,

(3} The Advisers have agreed to permanently waive reimbursement by the Company of administrative expenses through Beeernber 32045 June 30,
2016, The administrative expenses are waived on a quarterly basis and are not eligible for future reimbursement from the Company to the Advisers,

As of Septertber30-2045March 31, 2016 and December 31, 26442015, the Adviser and Sub-Adviser have incurred approximately

$9:410.7 million and $6-810, 1 million, respectively, of@ﬁ'eﬂngﬁffcmmccsts on the Company’s behalf. On-May-34-2042the Company
mapd@d&éu&mﬁlh&m-h&bﬂwd-eapm h@é@f@r‘*"“” 'L st Bhpeeiud-lh&t*"" parry will rtise sufficient capital




5% m-!h-e-prm-eed‘.of-ﬁ«u-eh ckmnﬂ»mll beuamurtl?ed—d»a tﬂm{ae 1er ad(lmmml pmd Hi eawa]—and—a{edummn of deferred Offering costs,

izedAs of March 31, 2016,
2016 approximately 59 3 million of ol'fcnng costs has buu-n rclmburscd to the Adwscrs The Company expects to reimburse the Advisers
Advisers for the balance of such costs incurred on its behalf on a monthly basis up to a maximum aggregate amount of 1.5% of the gross

Offeringstock offering proceeds.

The table below outlines fees incurred and expense reimbursements payable to Hines, Main Street and their affiliates for the sinethree
months ended September30:March 31, 2016 and 201 5-and-2044 and amounts unpaid as of September30-2045March 31, 2016 and
December 31, 2044201 5 (dollars in thousands).

Incurred ¥ Unpaid as of

Three Months Ended 2034March 31 Seplember 3, December 31,
‘Type and Recipient 20452016 242015
Base Management Fees ') - the Adviser,  § 42764494 S 824 SHB203,007 5 6744496 5 4278 8
Inu.ntn.r: Fees on Income ! - the Adviser, S, il i — -
Capltai (_rams Incentive Fee ') - the Adviser, =
('}ﬂ'erm:: Coe:ls the Adviser, Sub-Adviser T69308 574555 7497 1330 23§§
Expense Support from Adviser —_ @328 @pag_? — —
Other ) - the Adviser 15493 H663 34341 20 6295
Selling Commissions - Dealer Manager 338IBTS 44806,038 9.907254 E —
Dealer Manager Fee - Dealer Manager 706423 2H052.619 4E0(T) + —
Due to Affiliates 5 4791 & 586 5 45305723

(1) Net of amounts waived by the Adviser-and-Sub-AdviserAdvisers.

(2} Includes amounts the Adviser paid on behalf of the Company such as general and administrative services expenses.

Note 10 = Share Repurchase Plan

Since inception of the share repurchase program, the Company funded the repurchase of $4-64.6 million in shares. For the sisethree months
ended September30-2045March 31, 2016 and 2844:2015, the Company funded $4+-41.5 million and $455.800.289,011, respectively, for
shares tendered for repurchase under the plan approved by the board of directors. Since inception of the share repurchase program, the
Company has funded all redemption requests validly tendered and not withdrawn.

Note 11 — Commitments and Contingencies

At September30-2045March 31, 2016, the Company had a total of approximately $29-129.8 million in outstanding commitments
comprised of (i) twelve 16 commitments to fund revolving loans that had not been fully drawn or term loans that had not been funded and
(it} twathree capital commitments that had not been fully called. AtBecember3-204d—the-Compamy-had 56-4 The Company recognized
unrealized depreciation of 398,000 on the outstanding unfunded loan commitments and unrealized appreciation of $14,000 on the
outstanding unfunded capital commitments during three months ended March 31, 2016, At December 31, 2015, the Company had a total of
approximately 534, 1 million in outstanding commitments comprised of (i) faurl 4 commitments to fund revolving loans that had not been
fully drawn or term loans that had not been funded and (ii) erethree capital eemtitrentcommitments that had not been fully called._The
Company recognized unrealized depreciation of $79,000 on the outstanding unfunded loan commitments and unrealized depreciation of
514,000 on the outstanding unfunded capital commitments during the year ended December 31, 2015,
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Note 12 - Subsequent Events

From OetoberApril 1, 20452016 through Octeber 312045 May 12, 2016, the Company raised approximately $24.815.5 million in the
Offering. During this period, the Company funded approximately $44+-213.5 million in investments and received proceeds from repayments
and dispositions of approximately $23.634,5 million,

dmOmpnnydmedmeub]woﬂbmgpnufmn—Mﬂ-pﬁshmem
; 80, respectively, effective as of the Company™'s Oetober 82045
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Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholders
HMS Income Fund, Inc.

We have audited the accompanying consolidated balance sheets of HMS Income Fund, Inc. {a Maryland corporation) and subsidiaries (the
“Company™), including the schedule of investments, as of December 31, 20442015 and 2643:2014, and the related consolidated statements
of operations, changes in net assets, and cash flows for each of the three years in the period ended December 31, 20442015 and the
financial highlights (see Note 5} for each of the threefour years in the period ended December 31, 20442015 and the period from inception
{November 22, 2011) to December 31, 2011. These financial statements and financial highlights are the responsibility of the Company’s
management. Qur responsibility is to express an opinion on these financial statements and financial highlights based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. We were not engaged to perform an audit of the Company’s internal control over financial reporting. Our audits
included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. Our procedures included verification by confirmation of securities as of December
31, 20442015 and 2042:2014, by correspondence with the portfolio companies and custodians, or by other appropriate auditing procedures
where replies were not received. We believe that our audits provide a reasonable basis for our opinion,

In our opinion, the consolidated financial statements and financial highlights referred 1o above present fairly, in all material respects, the
financial position of HMS Income Fund, Inc. and subsidiaries as of December 31, 20442015 and 20422014, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 204420135 and the financial highlights for each
of the threefour years in the period ended December 31, 28442015 and the period from inception (November 22, 2011) to December 31,
2011 in conformity with accounting principles generally accepted in the United States of America.

/s/ GRANT THORNTON LLP

Houston, Texas
March 3-2045-11, 2016




ASSETS
Portfolio investments at fair value:

HMS Income Fund, Inc.
Consolidated Balance Sheets
(dollars in thousands, except share and per share amounts)

3

December 31,

Mon-Conirol/Mon-Affiliate investments (amortized cost: $866,490
and 5465 663 &nd—i:m‘--l-l%as uFDcccmbv:r 31, 20442015 and 5

AlThale lnves-tmenls [amomzcl:l oost 5’3.9455 and $7,420 and-zero-as
of Deoember 31, 20442015 and December 31, 2043:2014,

Control Iil\-E‘EIII!an'i (amortized cost: 514,241 and 514,521 and-vero-as
af Dooember 31, 20442015 and December 31, 2043:2014,

Total purlﬂ;:llo investments rized-cost 48T 604

Cash and cash equivalents
Interest receivable
Receivable for securities sold
Prepaid and other assets

Deferred offering costs (net of accumulated amortization of $9,018
and 54,428 HHd—S{yll-l m ol’Decemher 31, 20042015 and Deocmher 31,

AT AN .

Deferred financing wsls (net of accumulated amortization of

$5821,370 and $H—l532 aq al’ December 31, 20442015 and December

1 omEE A A A

Total assets

LIABILITIES

Accounts pavable and other liabilities
Payable for unsettled trades
Stockholder distributions payable
Due to affiliates

Payable for securities purchased
Notes payable

Total liabilities

Commitments and Contingencies (Note 11)

NET ASSETS

Common stock, 5,001 par value; 150,000,000 shares authorized,
62,382,044 and 30,967,120 ard-5396.06-issued and outstanding as
of Deoember 31, 20442015 and December 31, 2043.2014,

Additional paid in cap:ml

ﬁ;al unrea1 nzad apprac iation (depreciation)

Total net assels

Total liabilities and net assets

Net asset value per share

IS g
812205 5 451917 8 BhRE2
25303 7424 -
15,480 14,521 =
156641005 852,988 473,862 66882
24,001 19,868 B350
7,927 4,328 399
1,995 3014 =
511 338 109
L107 2,388 3688
4,883 2,426 168
3 893412 5 506224 8 1762
5 624 % 246 8 +
= 6,249 2608
1717 1,760 2us
5723 4,530 FFH
11,696 50,512 K799
380,000 182,864 - ban
401,760 246,161 20544
62 31 3
546,508 273,774 43600
(3,219) = —
(51,699) (13,742) 4+
491,652 260,063 48077
5 893412 3 506,224 & ERR Cra)
5 188 3 B40 & #54

See notes to the financial statements.
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HMS Income Fund, Inc.
Consolidated Statements of Operations
(dollars in thousands, except shares and per share-and-perunit amounts)

X Year Ended Year Ended Yeur Bapded
% December 31, December 3, Decemberd
INVESTMENT INCOME
Interest, fee and dividend income
Mon-Control/Non-Afliliate investments b 63253 3 19013 § 2758 & A
Affiliate investments 1,204 170 — ni3
Control investments 932 30 — —_
Total interest, fee and dividend income 65,389 19,213 2,758 R
EXPENSES
Interest expense 11,159 3,325 419 R
Base management and incentive fees 18,142 6,029 784 REL)
Administrative services expenses 2,037 1,497 1018 438
Professional fees 606 478 36l 24
Insurance 192 191 186 AL
Other general and administrative 1,407 595 240 H4
Expenses before fee and expense waivers 33,543 12,115 3,008 L35
Waiver of management and incentive fees (2,601) (2.274) (T84) 1358)
Waiver of administrative services expenses (2,037) (1,497) (1,018) 4383
Expense support payment from Adviser = (328) [153) _—
Total expenses, net of fee and expense waivers 28,905 8.016 1,053 73
NET INVESTMENT INCOME 36,484 11,197 1,705 i34
NET REALIZED GAIN (LOSS) FROM
"~ “Non-Control/Mon-Affiliate investments (5.508) 20 27 2
Affiliate investments — e — 2
Control investments e = — =
Total realized gain (loss) from investments [ﬁ 20 27 4
NET REALIZED INCOME 30,976 11,217 1,732 )
N D APPRECIATION
" Non-Control/Non-A ffiliate investments (40,543) (14,220) 421 i
Affiliate mvestments 1,348 H = pe L3
Control investments 1,239 = — —"
Total net unrealized appreciation (depreciation) (37.956) (14.214) 421 &7
NERCRSIRIIABINTST 5 s awns _ wws e
NET INVESTMENT INCOME PER SHAREA
BASIC AND DILLTED 8 075 § 0.70 § 0.64 § 0.99
NET REALIZED INCOME PER SHAREA/NIT—BASIC ¢ i P s B =
NET INCREASE (DECREASE) IN NET ASSETS
A L EROM TR i (.14 § g3 051 i s
DISTRIBUTIONS DECLARED PER SHAREUNIE g 070 § 0.70 § 070 & 894
“LE;I\(SE.III(TRR S\E:EEG?{DSI IR erERY 48,838,114 16,022,853 2,648,689 151554

See notes to the financial statements,
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HMS Income Fund, Inc.
Consolidated Statements of Changes in Net Assets

and per share

F-54




See notes 1o the financial statements.
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HMS Income Fund, Inc.
Consolidated Statements of Cash Flows
fia- iy

(dollars in thousands)

m Year Ended Year Ended
December 31, December 31, Nepr Knded
2015 014 013 DPecenhber 32002
CASH FLOWS FROM OPERATING ACTIVITIES
Net in;rcasc (decrease) innet assets resulling from (6,980) $ (2,097) § 2153 8 1235
Adjmumnta to reconcile net increase (decrease) in net
assels resulting from operations (o net cash provided by
I’rm;lpal repﬂymc_ntsroce:\'ei proceeds from sales of
investments in porifolio companies 176,066 96,204 16,627 0675
Investments in portfolio companies (631,126) (477,482) (57,856) [ES e
Net unreal ized depreciation (appreciation) of ponfolio 37,956 14,214 (421) (R
Net realized loss (gain) on sale of portfolio investments 5,508 (20) (27) o
Amortization of deferred financing costs L161 438 94 =
Accretion of unearned income (4.378) (1,084) (194) Hdoy
Met payment-in-kind interest accrual (1223} {274) (20) 25
Changes in other assets and liabilities;
Interest receivable (3,599) (3,929) (341) 1321
Prepaid and other assets 101 (128) 27 ®23
Due from Main Street Capital Corporation — 19 984 33
Due to affiliates 1064 5,858 4 268
Accounts payable and other liabilities 308 165 (43) G
Payable for unsettled trades (6,249} 3,641 2318 2uy
Net cash previded-by-fused in) operating activities (425,391 (365,315) (36,509) A
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common stock 284,481 244,703 39,657 379
Redemption of common shares (2.955) {158) (4) —_
Payment of selling commissions and dealer manager fees (25,699} (22,975) (3,732) IRIL]
Payment of deferred-offering costs (4,590) (3,799) (629) —_
Payment of stockholder distributions (15,301) (5,122) (1,207) [RREIT]
Repayments on notes payable (176,664) (152,636) (14,800} —_
Proceeds from notes payable 373,800 320,500 21,800 SHARE
Payment of deferred financing costs (3,548) {2,686) {52) 493
Met cash provided by (used in) financing activities 429,524 378,827 41,033 {34
Net increase in cash and cash equivalents 4,133 13,512 4,524 ]
CASH AND CASH EQUIVALENTS AT THE
BEGIMNNING OF THE PERIOD 19,868 6,356 1,832 LR
CASH AND CASH EQUIVALENTS AT THE END OF
THE PERIOD 5 24001 5 19868 § 6,356 § 1332

See notes io the financial statements.




Portfolio Company (1) (3) Type of Investment (21 (3)

Control Investments (6)

G bber i Ry | Lu]

RT Rubber Technologies, LLC (8) (10) (13) mm«mwm LBOI; wsmMm Bﬂﬂ:ﬁ%ﬂ!%
m = December 19,
Member Units (2,896 shares) ﬂ ””WH

eI HS
E‘"‘.’l Ennwul[mmm[ﬁl (42% of total portfolio investments at ﬂsm
Affliate Tnvesiments (4)
AFG Capital Growp, LLC (100 (13) Provider of Rent-to- 11.00% Secured Debt (Maturity

?\::.nnF‘nmm«:lﬂ| . Date - November 7, 201%)
Mensher Units (46 shares)

Warranis {Illetp'mhlm

Mystic Lugistics, Ine. (1) (13) 12400% Secured Debt (Maturity

Lagistics and
Distribution Services  Date - August 15, 2019)
Al I-- \ﬂlfﬁ

Common $iock (1468 shares) (16}

SoftTouch Medical Holdings LLC (8) (100 (13 Home Provider of LIBOR Plus 9.00% (Floor 1.00%),
Pediatric Durable Curreni 100, Seeured

Medical Equipment % Matu Drare - October

mmu-iu(m;mm

Sublotal AMfliate Investrments (4) (23% of total partfolia investments ot

m»nn-umu.cmm

Allflex Holdings I Ine. (8) Manufacturerof LIBOR Plus 7.00% (Floor 1.00%), } imsonil i Hﬂmﬂg Wﬂmﬁ
Livestock Idemification Cmmmm
Froducts Dbt - July 19, 2021

AmeriTech LLC For-Profit Nursing and i:}l‘:(\ﬂ!iﬁmud ily =
Collge Operations, LLC(10)(13)  For Prfi Nursing Seaied Do, (Manary SHIIS SIS RIS
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Business Description Type of Investment (2} (3)

Bowling Alley Operstor  LIBOR Plus 6.25% (Floor 1.00%),
G Current 7.25%, Secured
Seplember 15,

Bioventus, LLC (8) (11} Production of I.IBOIt Plus 1L.00% (Floor
Orbopedic Healing 1.00%%), Current Coupon 11.00%,
Products Secured Dieht (Maturity - April, 10,

TROYMYS B A
Bluckbrush Ol and Gos L (81412 Ol & Gas Exploraiion  LIBOR Plus 6.50% (Floor 1.00%), 3 manth 4 RS &%
Dcuﬂ\hmw July 30, 20213

T Il i) TBOR M 1 3 msonth R
Blackhawk Specialty Tools LLC (8) ilfield Equipment & I.BO wsﬁu&w 25%), FAME00 *-mﬁwﬁ

Deuﬂ-hmu- August 1, 2009y

Ehue Bird Body Company (8) School Bus LIBOR Flus 3.30% 1.00%), 3 month I GOM05062 5097

Dbt (Maturity - June 26, 2020}
LIBOR Pus 7.50% 1 ,
Cle Coupon & 51, Secured
Debt ly - November 6,

SRR

Blucstem Brands, Ine. (8)9) Mali-Chamnel Ressikr

ﬂw l .. i, 15}{!"

LF 1 'Bdgéltwod
l-:t}ad"gl’l LP}[Fn y dilured
Brundage-Bone Conerete Pumping, Inc. Consinaction Services Iﬂ.m‘incuudnuld -

Frovider September | 20213 (14
Re: 1 LII

CAl Software, LLC (100 (13} Provider of Specinlized 1 2.00% Secured Debt (Ma
Date - Oetober 10, mm

Member Units {146,339 shares)
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Principal Fair
Porifolio Company (1) (3) Business Description Type of Investment (2) (3) Index Rate (22) (7 Cost(7) Value
abifernba Heabtlonre Mt Billing e i o b R Frdedd A St B
A L & T I R ] 50 J45 730
Codarlbay-GeneratbnC] Holding Company LIBOR Plus 5008.50% [er 1 meonth LIBOR LAdaE055  bAa65.] 143557
HE(8) g 51007, Cumrent Cou 89 10
2 ﬂ):-:ﬁul.usd I_?:f‘bnlh-hlunry
Cengage Learning Acquisitions, Inc., (8)-0024 Pruvldﬂofhdmawl LII!OR Plus 6,00% (Floar 1.00%), HATSLS01 GAIELS, GRS,
Acq Primt and Digital Current Coupon 700%, Secured Laoub LIBCR & 024 GE0
Services Debit {Matanity - March 31, 2020
Cenven Corporation ¥ i Noug loedo  £213 7050
Charlotte Russe, Inc. (8) Fust-Fashion Remiler 1o LIBOR Plus 5,50% (Floor 1,.25%), Al T2, J_lJ Fed721d, AA4E10,
Young Women Current Coupon 6.75%, Secured *RELIRCE .Ex] 1
Debit {Mataniny - May 22, 2009}
Clarius BIGS, LLC (11013 (18) Primts & Advertising 15.00% PIK Sceured Debt m 3L 480 3035072 RSl
Film Finanging. (Mlztarity = Janaary 5, 2005)(18) 2 2
20000% PIK Sccured Debt Mong FHULEIG HOGHE0E 459149
(Maturity « January 5, 2005) (1%)
Compuvare Corperation (51 3 manth LIBOR 14250 15893 13523
Covenant Surgleal Pariners, Ine, gnmlalmyﬂurgial S.Tﬁ%SfclJﬁnﬁnebl (Muogurity - None SRS 500 :’-mg .‘t.l'IIFW;E
CRGT, Inc. (83412} Provider of Custom LIBOR PMis 6,50% (Floor 1.00%), 3 manth LIBOR HaAAL, L GROALE, SRS,
Software Development  Current Coupon 7.50%, Secured [ E1E] (ks
P:?Alhhlurily* Diecember 18,
CST Industries, Inc. (8} Storage Tank LIBOR Mus 6.25% (Floor 1.50%), a mﬂ um FAHLYTE FHELY 33081
Mun‘:ﬁ;ﬂmr Current Coupon 7.75%, Securcd 75 53
Debt (Matanty - May 22, 2007)
Dhatacom, LLC (10 (13} Techaology and 10050%5 Secured Debt (Maturity - Nane L2445 42221 2 42220
Telecommunicativns May 30, 2004 2n fd
I"tcfcrmd Mcmhcr Units (121,530 - — 613 eT8L30
I'I'efcrmll Mnmbﬂ Unils (717 — bRRIET] 4R9256
e —
2027 LEEZ
Ligital Biver, luc, i) (12 3 msonth LIBOR ATHE 2621 QRS
ECP-PF: CT Operations, [ne, (81011) Fimess Club Operator  LIBOR Flus 9.00% (Floar 1.00%), 3 otk LIBOR LETS LR371E L8578
rrenl Cox 0025, Secured ol ki |
chLlMamnly hm‘cmb«ﬁb
East West Copolymer & Rubber, LLC (100 (13)  MasufscmeresManufic |2m Secured Debt (Mamrity None 400 2336 2336
ﬁff‘Swmuic Date - Detober 17, 2019)
Warrnnts ($5523062 7,697 = [ 10
cqumlmtshan:s Expiraion -
nnnnnnn A A
2346 136
Energy & Exploration Pariners, LLC () il & Gas Exploration  LIBOR. plus 6.75% (Floor | 04%), 3 month LIBOR TOTS000 TAIIEG 52225
H218) ansd Produstion Current Coupon 7.75%, Securad kL] L]
Debt (Maturity » January 22, 2019)
PPV
Nune [
BATL 2133
v-Rawaris, b, Ly Proiderasd Phigital it IIIEOR Flus 54%18,25% (Floor 3 month LIBOR SEMAL000 FRAELO, fRI00Z
(/v Skillsoft) %) ColleotionTechnology- — 1,0086), Cumrent Coupon v} K2 il
I]:uod Pr.rfamnn.cc l-mS! :5‘*-1. WMD#H!M:I&:HW
FishMet- Seourity Extreme Beach, Inc. (8) + LIBOR Plus 5415, 75% (Floar dHA6,85] 2608 3T606.T
T Wanlwe=hchibesl 25 L00%), Cumment Coupon &amoub LIBOE ) 42
%_ I ted TV i-;-.*& ‘*-n&‘»ecu‘.rcd D':hfl lM’alunry
Flavars Holdings, Inc. (81412 Global Provider of LII!OR Plus 5,75% [l Toar | W‘%J BREREASE ARR08,] AAI07,
Flavaring and Current Coupan 6.75%, Securcd Lo LB 35 é
‘iuﬁ_lv.‘:!m; Products Dbt lM'aIurily- Aprl 3, 2020)
Fram Group Haoldings, Inc. (8) Manufiscturer of LIBOR Plus 54885, 5% (Floor IARIEDNN 343077 346561
Automative 1,507}, Cumrent Coupon Laonh L EOR L] 153
Maintenance Products 6 l? DW-.WLHW Dbt (Matarity
GET Amtolenther, Inc. (8) Automotive Leather LI UR l“luﬁ S SU!- (Floar 1.00%4), QOTSO KT QREI0T GERE S
Manufactener Currenl Coupon 6.50%, Secured fmeait LIBOR i L)
m?:‘lhf:lurih' Date - July 10,
Guerdon Modulsr Holdings, Inc. (10) (13) Hmil‘-lu[u Family and 1 100% Secured Debt {Maturity - m SR 600 274525 278225
;|I \knlular August 13, 2019 42 47
&'.“mensl.\xk{-um-lss,uus = = 680746 ei40T
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Principal Fair
Purifolio Company (11131 Business Description Type of Investment (20431 Ind ] _ Ty CostiT) Value

- o
Guitar Center, Inc. .50 Seeured Bond (Mateiy - Nan H00130) 632312, 602010

9,75% Unsecured Bond (Maturity - o 3
July 15, 2020} (17) o= mﬁ %

Hunter Defense Technologics, Ing. (8) Provider of Military and IBOItP‘I 5,50% (Floor 1.00%),
Gu'rru'nen:'ﬂslhemhgs Cmut'.‘.‘n:wnﬂ.mm

mmum-nws.

11.88% Secured Bond (Maturity -

Oictober 15, 2006}

iEnergizer Limited (8) (%) Provider of Business  LIBOR Plus 6.00% (Floar 1.25%),
Ouuwm'nganllmiﬂu Current Couapan 7. Securcd

Debi (Matunty - May 1, 2019)

TCON Health and Fitness, Inc. Producer of Finess
Products

T of the Mountain Gods Resort and Casine Hotel & Casino Oroner
& Operator

A)
Lmonms.mrﬂwsgms:.
wam.qpm.ma}

11.4M1% Secured Bond (Maturity «
Tulw 1. 200 RN

LIBOR Plus 8.30% (Floor 1.00%),
Current 0.50%%, Sceurcd
Dbl - Apel 28, 2022)

LIBOR Plus 650% Floar 1.25%),
D iy Hoveber 13,
| ()

1.J Host Merger Sub, Inc. (8)




Principal
7

Fair
Cost (7)) Value

Porifolio Company (1) (3) Business Description Type of Investment (2) (3) Index Rate (22)
MAH Merger Corporation (8] Sports-Themed Casual  LIBOR: Plus 4,50% (Floor 1,.25%), 1 month LIBOR.
Dining Chain Current Coupon 5.75%, Secured
Debt {Matanty - July 19, 20019
MediMedia USA, Tnc. (8) Provider of Healtheare  LIBOR Plus 6,75% (Floor 1.25%), 3 month LIEOR,
Medis and Marketing  Current Coupon 8.00%, Securcd
P:Pllhblunlr = Movember 20,
Milk Speciulties Company () Processor of Mutrition  LIBOR Plus 6:257,00% { Floor 3 mmith LIBOR
Products 1.25%), Cumrent Coupon
7 g2 ‘5:’; ?:",“,1‘,“1 Dicbt (Maturity
Minule Key, Inc, (100 (13} Operator of Automated  10U00% Current | 200% FIK H“
Key Duplication Kiosk  Secured Debs (Mansrity Date -
Moaod Media Corporation (81 (9)-¢424 Previder of Electronic  LIBOR Plus 6.00% (Floor 100%), 3 otk LIBOR
Equipment Current Coupon 700%, Secared
Dbt { Mataniny - May 1, 2015
Mew Media Holdings [1 LLC {81 (9) Logal Newspaper LIBOR Plus 6.25% (Floor 1.00%), 3 meanth LIBOR
Dperator Current Coupon 7.25%, Secured
Debit {Mataney - June 24, 2020)
Mice-Puk-Products.noe (%) Pradd: - Wipes TABCR-Rhie-6 08-EEhor
R L R T R T T

North Allantic Trading Company, Inc. (844120
Movitex Acquisition, LLC (834121

Panolam Industrics International, Inc. ()
Paris Presunts, Lic. (81

Pary Holdings, LF (8) (9) (12}

Permian Holdings, Inc.

Pernix Fherapestical Therapeutics Holdings,
T, ¢2-(11)

PerssyehemcbLhLUAS -

Pike Corporation (81.012)

Polyconcept Financial B.V. (8)
Premiber Dental Services, Ine. (8)
Prowler Acquisition Corporation (8)
Quad-CIH-HeldingsRaley's, Inc, (8)
Ravvipgon Hlledbiogs Simcrive, b, 060
RCHP, Inc. (8}

Repamrabih-Tbobis buve- 481

MarketenDisinbutor of
Tabacco

Prowader of Document
Management Services

Decontive Lamimate
Manufacturer

Haotel and Casing

Operator

Storage Tank
Manufacturer

Fharmaccuical Rovalty
- Anti-Migraine

Cleemiend Masslodarer

Comsimaction and

Corporations and
Consumers

Diental Care Services

Specialty Distributor 10
the Energy Sector

P AT AT ey e
e Eonrsnifen. Phunm

Fegion Mon-Lirban
Hospital

Pl adirite
LIBOR Plus 6.50% (Floor 1.25%),
Current Coupon 7.75%, Secured
Deba {Matarity -January 13, 2020)

[

LIBOR Plus 6.25% (Floar 1.25%), 3 maonth LIBOR,
Current Coupon 757,500, Secured
Debt (Matunty - July 7, 2020}
LIBOR Plus 6:256,30% { Floar Lmaonth LIBOR,
1.25%), Cusrent Coupon
7:507,75%, Secured Deba (Matrity
and XD BT
g Lmanth LIBOR
Lmanth LIBOR
Currenl Coupn 8.50%, Secured
Debit {Matanty - December 17,
100505 Secwred Bond {Maturity - None
Jamuary 15, 201%)
12.00% Secured Boad { Maturity - Mong
August 1, 2020)
B e e S S
Hlh- Current Coupon

Bl M AR
LIBOR Plus 8. 30% (Floor 1.00%),
Current Coupon 9.50%, Sceurcd
Dfib‘ (Matanity - Jume 22, 2002)
(1

LIBOR Plus 4.75% (Floor 1.25%),
rrent Coupon 600, Seew
Debi {Matanty - June 28, 2009}

LIBOR Plus 5:006.30% {Floor
1.00%4), Current Cou
e-ella?id.l*»..‘a‘-mﬁtd bt { Maturity
LIBOR Plus 4,50% (Floor 1.00%),
Current Coupan 5.50%, Seeurcd
Debit { Mataney - January 2%, 2020)

LIBOR Plus §406.25% (Floar

LIBOR Plus 5:5010.25% (Floor
1.0074), Current Coupon
435011 25%. Sccured Debt

F-61

8L 3T
o290

4
FolekSd 609

530

95401497
3
GASL4ES
740
Bl .22
%
BATRLL63
1

FHHT A
1300
22612,50
0

S RES6 RS

S0, 341

10133
50085312
40634511
33327,248
44575004

A3
L Fmiﬁ.ﬂz

SR S

bABELS HARRLE
i3 10
FAMILL, SSELL,
£l6 163

T2 B FAT3L0
il 13

BETIALG Widg

L o

346 36

983814, 95314,
Lok 7

J—“-l-!. G314,
Tih

=W e

BAB311, B3A01I,
77 135

BE2d1 ], BiR10,
. 1]

FROTS T3
a2 i
L34 1350

607712, 643312,
354

AR 20406
19 16

ki BT

Q75413 R3]
037 a7

S8045.3 588352
[} b
408744 43300,9

s

3A356,5 TR0,
EVR |

443349 440650
b ] [}

005 088
GrbB51d, GA8415,
681 072
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Principal Fair

Porifolio Company (1) (3) Business Description Type of Invesiment {2) (3) Index Rate (22) (Th Cost(7) Value

Bealiativ b Shedi 44 By Epebion bbb bbb b Al R s U]

L LR L
A3 RERE 303

A5 P e by
HAKE Wl

Rennissance Learning, Inc. (8) Technology-based K-12 LIBOR Plus 7.00% (Floar 1.00%), 3 maonth LIBOR, 2001295 H06H2, 182612,
Leaming Solulions Currenl Coupon 800%, Secured ] 49j 238

Debt (Matanity - April 11, 2022
LAEL)

RGL Reservoir Operations, Inc. (8) (%) 0l & Gias Equipment & LIBOR Flus 5.00% (Floor 1.00%), 3 msonth LIBCHE 30003 050 A EIAIE 3001 5

Services Currenl Coupon 6007, Secured H 34
Dbt (Matarity - August |3, 2021)

RLJ Entertsinmsent, Inc. (8§ (11) Movie and TV LIBOR Mus 8.75% (Floor 23%)., 3 msonth LIBOHR SHEAR 134 La33T 8 GplaT R
l‘mgr.mmlm;, Licensee  Current Coupon S0 (5%, A 24
and Distributor Secured Diebt (Materity -

PR T
1M Bidder, LLC (1L Acquisition Vehiele  Common Stock (1,854 shares) - = k2 0
— = 4 M2
ias I

Sage Aulomotive Interiors, Inc (8) Automotive Textiles LIBOR Plus 5.00% (Floor 1.00%), 3 msonth LIBOER 2000 405449 4073409
Manufactuner Currenl Coupon 9.00%, Secunsd ah 50

Debit {Matanty - October 8, 2021

SEESalient Partners, LECLE (810 Elatiarh @ e LIBOR Plus 3-256.30% (Floor 1 month LIBOR. GORT IRE R0 250 60272
Hfmnﬂ-fr’!‘\}\ |dtt af ¥, Cusrent Coupon 40

szl Manage: 7.50%, Secured Deba {Maturity

Siteane Landscape Sopply, LLC (81 (11} 3 maonth LIBOR 6383 6149 6224

Sorenson Communications, Inc. Manufsctwrer of 9.00%% Secured Bond (Marurity - Nong S 0001171 4TEALL, a1,
f.mnmLLnM|m\ October 31, 2020) {14) 1] 26 07

PP
Sotera Defense Solwtions, [ne, (3) Deﬁcnsc: Industry LIBOR Plus 7.50% (Floor 1.50%), 3 otk LIBCR 34E1 453 AA8310 344751
Inelligenee Services Current Coupan S0, Seeurcd 44 EE)
Debt { Mataney - Aprl 21, 2017)
¥ ¥ - L e LIBOR Plus 4-355.30% (Floor 3 month LIBOR. BT AR] S04524 200004
. Ine. (8) BrevelopmentManufacin 1,002}, Cument Couj 25 k]
rsificd 478650, Socured I.htl,l.':-‘ia‘||r._||m_'|l'
. v
3 month LIBOR 300 4766 4515
B ————
Ly 7.238

Synugro Infrastructure Company, Inc. (8) Waste Management LIBOR Mus 5.25% (Floor 1.00%), 3 otk LIBOR OGS0 TIM FL4E26 309323

Services Current Coupan 6.25%, Securcd £ (5
Dbt {Matunty - August 22, 2020) '

Tebeguam Holdings, LLC (8) Cable and Teleeam LIBOR Plus 7.50% (Floar 1.25%), Lmanth LIBOR, 3000 FH2430 344529

Services Provider Currenl Coupon 8. 75%, Secured 17 85
T?&lr (Matunty - June B, 2009)
1

Templar Energy, LLC (8) il & Gias Exploration  LIBOR Plus 7.30% (Floor 1.00%), 3 msonth LIBOER 1000 203029 2 labih

& Production Current Coupon 8.50%, Secured 82 &4
Debt {Matunity » November 25,

Tervita Corporntion (8) (%) il and Gias LIBOR Plus 5.00% (Floor 1.25%), 3 month LIBOR. ZATELOG 24610 230278

Environmental Services  Current Coupon £.25%, Secured 13 2
Debt {Matanty - May 15, 2018)
The Topps Company, Inc. (8) Trading Cards & LIBOR Flus 6.00% (Floor 1.25%), 3 month LIBOR, CLOBED  9E2074  Gadp2
Confectionany Currert Coupon T.25%, Secunod
Deba {Matanty - October 2, W18}
Fhiethoen b 48 + “ b b B R T LY
' & u
g bSO 30 debdE

TOMS Shoes, LLC (8) Gilobal Designer. LIBOR Plus 3. 30% (Floor 1.00%), 3 month LIBOE. SO0 063 4EH4 S s Sn,}
Distribator, and Retailer  Cureent Coupon 6.50%:, Secuncd 45 74
of Casual Footwear Deba {Matanty - Osctober 30, 2020)

Travel Leaders Group, LLC (814424 Travel Agency Network  LIBOR Plus 6.00% (Floor 1.00%), 3 monih LIBOR. HALHA30 RAGHL4, BATHI4,
Provider Current Coupon 7.00%, Sceurcd [ 228 163

Debt {Matanry - December &;

USJ-IMECO Holding Company, LLC (8) Marine [nterior Design ~ LIBOR Plus 6.00% (Floor 1.00%), 3 month LIBOR. FA4ITEGT TURETE TA2RDT

anwd Installation Current Coupon 7.00%, Sceurcd E! ] ]

Dbt {Matanty - Aprl 16, 20200
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Business Description Type of Investment (2} (3)

Portfolio Company (13 (3)

Bond (Matusity -

0% Secured
June 15, 2017)
LIBOR Plus 4,50% (Floar 1,50%),
Current B, Seoured

Dicbt (Maturity - July 23, 2016

LIBOR Plus 8.00% (Floor 1.50%),
Current 9.50%, Securcd

MIMWMJS.Mlﬂ

En

Wi Claims Services, LLC (8) (11 LIBOR Plus 8.00% 1.00%),
o Ll and (‘umltCnL:FnO Securcd
i i Dbt (Matanty - Oclober 31, 2020)

LIBOR Plus 6.75% (Floor 1.25%), i OR EELET e
Aulvertising Operator mmrnsmsﬁm i %&
" Debt (Matunty « June 4, 2005) ﬁ
Subiotal Non-Control™on- AMiliate Investments (5195 % of total portfolio invesiments ol Tair value)

Y Hobdings LLC (8)

{13 Allinvestments anc Private Plavermers Middle Marker p ol unless i d. Allof the Company's assets bered as security for 1pany's credit agreements.
See Mote 4 - Berrowligs.
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(&) Index based foating intercst rate is subject to conractual minimum interest ratcs,

) The investment is nita qualifying asset undee the 1940 Act, A business development company (*BIC™) may not scquine any asset other than qualifying asews unless, ok dhe-me the aequestan-is
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O s dnve were sonsubered non-qualifying,
(100 Investment is classified os o Lower Middle Market investmsent,

11) Inwestment is elassified as a Frivate Loan lio investment.

{22) The 1, 2, 3. and 6 month LIBOR rsles were 0.43%, 0,5 1%, 0,61 % and 0,85%, respectively, as of December 31, 2015, The actual LIBOR mile s cach hsn listed nixy not be the applicable LIBOR

: been p hased ena LIBOR rab oor subsequent i Decembe 2015, The prime rate was 3.23% a5 of Dy bor i1, 2007




LIBOR Plas i
P.ﬁ’-!f“'“"“’l ~ November 27,

Ol & Gas Exploration
14 Gas Exploru

Secured Debt (Matunity -
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Tusiness "~ Prineip
Portfolia Company (1).43) Type of Investment (420130 ollndex  Principal ()
Blackhawk Specialty Tools LLC Onlfichd Equipment & LIBOR Plas 5.2
2 @ Services Current 6,
Dt (Maturty - Augast 1, 2019)

T e T

LIBOR Plus 5
QIMIWW L
Dbt (Matumiy - April 23, 2020)

Provider of Digital Data mmssw
Collection G.lmumnﬁ.
Dhehi (M - Oerober 20, 1018}




Business Prineip Fuir
Portfolle Company (1143} Dhseription Type of Investovent (420130 allndex Principal (T} Cast () Cost (F7)  Falr Value  Value
FishNet Securily, Inc. (6§} Information LIBOR Plus 5.00% (Floor 1.25%). 9803 mo 1,760 262 2,769
Technology Value- Current Co 6.25%, Secured LIBO& 4 t
Adued Reseller Debt (Maturly - Nevember 30, : f
AT
Flavors Holdings, Lo, (8 (12) M 8520 £510
Fram Group Holdings, Inc. (6+98)  Manofactuser of LIBOR Plus 5.00% EE T 34n0 3468
Automotive Current Co % i J
Maintenance Products Dbt (Matunty = July 3429, 2017) : :
[ P .\L,_ O Anan 952 H:’ !
olden-NupsetGST Autoleather, Ine.  Hotels & Casines-in LIBOR Plus 4:56%3. 30 (Floor 003 month 0075 & 9,882 7 9,825
L i b 100 ), Current Coupon IBOR P i
LewssianaAulgmotive  3-506.50%, Secared Dbt 3 J
743 2752
600 £00
3345 ERAM
6,723 6020
2374 2,250
5813 5851
6,566 6472
iEnergizer Limited (61478) (9) Prowider of Business LIBOR Plus 6.00% (Floor 1.25%), F2437 1 month 5,336 1 5314 49346
COmisourcing Solutions  Curment Coupon 7.25%, Secured LIBOR v "
Dbt (Matunity - May 1. 2019) j j
Tnn of the Mountain Gods Resort and  Hotel & Casing Owner  9.28% Secured Bord (Maturity - AN EnE 7080 9 19265 7.661
Caslna & Operator November 30, 2020 A 4
e Hoddings-LLC(63-9i0or LS .amum»m.m LIBOR Plus 0053 00% (Floor 7323 month 5006 7 57607 5402
T, (8) ) 1A%, Current Coupen LIBOR ¥ u
' Mufl:d\Busmus SAlig, SEL'umd Dbt 2 3
vy e L N E TA L
Jackson Hewitt Tax Service Inc. (68} Tax Preparation LIBOR Plus 8.50% (Floor 1.50%) 003 month 8000 1 #,007 * 800
BerdeesService Current Coupon 10U Secu LIBOR i #
Provider Dbt (Matunly - October 16, 2017) : §
Jubi Deere Landswapes, LLC 150111) 1,607 1,607
mw—umm;txmrc%g LIBOR Plas 500%8,50% (Floor %033 month 72009 10595 1164
Bergensons Servios, LLC (68) S-BuppiesOulsou 1005, Current Cowpon LIBOE ¥ 4
laalierial Serviceste  6=40.50%, Securcd Dbt o d
Keypoint Government Solutions, Inc, Pm-r.mp L'IBOR Plus!—wM b3 (Flmz 5203 month 2305 % 2,298 % 2294
(5.1 reening m | 25% Cum:rll Coupon LIBOR 4 M
4—-‘!:‘- § i
Larchmant Resouroes, LLC (68 Oll & Cas Explosation I.'IBOR Plus 7 .253% (Floor 1.00%6). F4i3 month 139 i 427 118
& Froduction Cumrent Coupon &-508.25%, LIBOR o W
Secured Drehit {Maturity - August " &
o AMiAn 954 Laal: I
L] Host Merger Sub, Inc. (61-098) Managed Services and  LIBOE Plus 4.75% (Floor 1.25%), 03 month 5384 : EJWE S5y
Hosting Provider Current Coupon 6, Smm:d LIBOR 1 i
Dbt (Matumly = Deocmhcr L] 4
Af NG
LIBOR Plus $.75% (Floor 1.25%) 8003 moath s004 494 495
Cumment Coupon 10.00%, Secured LIBOR i #
Dkt (Matumiy = December 11, e ¥
AR AN
Ledsn 5864 5,825
MAH Merger Corporation (68) -Themed Casual  LIBOR Plus 4.50% (Floog 1.25%). 5001 menth LAzl 14811 1458
Daning Chain Current Coupon 3. 75%, Securad LIBOR 1 !
Dbt (Matunty - July 19, 2019) : ;;‘
MediMedia USA, Ine. (68) Provider of Heabt LIBOR Plus 6.75% (Floos 125‘:.}. L3 moath Lis 7062 % 991
Earelealtheare Media  Cument Coupon 8.0, Secured LIBOR & Y
and Markeling _‘I'xhr.[Maany November 30, d 3
- %pwmhu#«-m LL%QF I::Ius 5.—2—:‘?6.5% (Floar ﬂﬁi?ﬂnau:m ?.6-05:‘ 1428 % 1473
Specialiics Company (8) Manspermestlocessor | 25%), Currem Co J J
of Nuirition Products  &-307.30%, Sceured | o 4
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S:54a0,00%, (Floor
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4-38%a6.25% (Floor

LIBOR Plas
'z m-nl.mww

10,50 Secured Bond (Matrity -
January 15, 2018)

LIBOR Plag 4.7
Current Coupon 6,
Dbt (Matumty - June 28, 2009)

ot el
e Ao

10,00 Securcd Debt (Marurity -
May 30, 201%) e
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Business Princip Fuir
Portfolle Company (1143} Dhseription Type of Investovent (420030 allndex Principal (T} Cast () Cost (E7)  Falr Value  Value
e Autonative Interivr, los (81 4,231 4975
SCE Pariners, LLC (68) (11 Hotel & Casing LIBOR Plus 7.25% (Floos 1.00% 0001 month 995 9 995 1,002
Operator Current Coupon 8.25%, Secured LIBOR 9 3
Dbt (Matunty - August 14, 2019) J ¢
Surensan Communicativns, loc. Maise 5,000 4,756 4650
Sotern Defense Solutions, nc. (65) Diefense Industry LIBOR Plus 606%7.50% (Floor La43 mosth 1485 3358 3467
Intelligenee Services  |_50%), Current Coupen LIBOR 1 "
3 Secured Debt 3 o
sutherlond-GlobalSymphony Teleca — Businestiocess I.1BDR Plusﬁ-wm T5% (Floar lx-lL nofith 6,000 % 50485 5070
Services, Inc. (63) bl 1005, Current Coupon LIBOR 4 ‘
ProvisherOutsaurced +=245, 15%, Secured Debt §
Synagro Infrastructure Company,  Wasls Management . LIBOR Dlus 5.25% (Flog L00% 0083 monih 39659 3485 290
I:nul"ﬁgl i ‘j-cmcc-sw Current Coupon 6,255, S:tum!.’- LIBOR 7 ¥ g
Dbt (Maturily - August 22, 2030) ¥ &
Fedetranm Teleguan Holdings, LLC  Cable and Telecom LIBOR Plus 0027, 50% (Floor 499] month 3,000 4 30014 303
(68} Services Provider 1 24%5), Current Co LIBOR 5 5
s-'.un Tﬁ'm Sc:cuml i ¥
Templar Energy, LLC (%) il & Gas Exploration I.1BOR Plus? Smgéﬂmrlm"n). 40003 month 3,000 1 29791 2,169
& Producton Cument Coupon &, LIBOR 3
Seeurod Drebit (Matarity - Fusve-H; :: :
Tervita Corporation (65) (73) Ol amd) Gias LIBOR I'Imimér'lwt 1.25%). 5963 month 24159 2486 4 2,302
Environmental Services  Cument Coupon 6,25%, Secured LIBOR g
Debt (Maturity - May 15, 2018) o ;
The Topps Compuny, Inc. (6§ Trading Cards & L'IBUR I"Imfh.l]ﬂ’!'\-[rlw 1.25%). FHEE month 990 4 982 1 955
Confectionary wrrent Coupon 7,25%, Secured LIBOR sl A
ch-:{Mnmnly U-:mher" 2018) o :’
Therakos, Inc. (6] Immune System LIBOR Plus 6-25%5,75% (Floor 4893 month L4501 1 1304 1,445
Diisease Treatment 12555, Current Coupen LIBOR #
'J 07 Sv:cumd : :
Nlntenter Mianambae 3T W7
ThermuSys- Corportion (TOMS banficerenGlobal LIBOR Plus 40075, 50% (Floar +:5662 month 000 1 450 4625
Shoes, LLC (8)  Distnbutos, 1u-:|*.j. Current Coupon LIBOR A A
ez i, Scmcd ikl M M
Tartes biimrer 4 oarparition (6 Woeanthy £ -
P
b e e Lo i i
Travel Leaders Group, LLC (680(02)  Travel Agens: LIBOR Plusbmﬁ[)glm LO0E) 5003 month B3 g0 8431
Merwork Provider Current Coupon 7 LIBOR 1 1
Dbt (Maturly - Dm.zmhcrs 3‘ ;‘
Eprh
HH»MHMH&:&-L%-IMBCI} SebapntEimctens o LIBOR [E\Iusé.-?-.‘é-b.m‘:a (Floor Hﬁ%g{nﬂl 70471 70281 1828
Huolding Company, LLC (63) SymihotieFibersMarine | urrent Co y ]
Inmnu: Design and 1—.0*3?&% Secured Dbt g ;
Vaniage Oncology, L1LC O\Ip 950 Securcd BondlMaLumy +-AiNone 1,000 1 1,000 aT
Umolugy Treatment Avgist—unc 13, 2007) r 4
WasaniLsrperatlon S 00 R T T T F L e e R T e S R R
SR b el i
Frevesphnng 222 B (5T s
Vislon Solutions, Inc., (55} Provider of Information  LIBOE Plus 4.50% (Floor 1.50%%), W30 momth 1461 % 1.465 1 1454
Availability Software  Cument Coupon 6.00%, Secured LIBOR 4 3
Dbt (Maturty - luly 23, 2016) § :
875 E68 849
Webhier B bbb T e bt dateal LR 2432334 7 2,303 i
Worley Claims Services, LLC (81{11) 6.500 6431 6,533
VP Hobdings LLC (63) Online and Ofifline LIBOR PIusb?S‘&. Floos |_2S°u). Fa0| mosth 28026 2807 2832
Advertising Operator— Curment Coupon 8 LIBOR ¥ @
Dbt (Maturily - June 4, 1DI$] 2 s
T-ml.!iuhl.ml N?:Cnnrnﬂmun l.l‘llli:me I::mrlmmslli! (A p IS % of totnl Portfalio 8 0 m‘h 451,17
Total Perifolie Investments §  AETEM S 473E62
Short Term I etownts 1201
Fidelity Institutional Moncy Market Funds = = § 10919§ 109795 10979
= = = 1,938 1938 1,938
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Business Prineip Fuir

Portfolio Company {1143} Deseription Type of Investment (420030 ollndes  Principal (T) Cost()i  Cost (5 FairValue  Value
LUMB Bank Money Market Account (215 = = = b4 2654 54
Total Short Term Investments § IBSUS IBS

(1AL inwesiments are Middle Marke portfolie investments, unless otherwise moted, All of the Company's assels ane encumbered as secarity for the Company’s credit agreements, See Mote 4 -
Boernmyings,

121 Debt investments are income producing. unless siherwise noted. Equity investments and wamants are nonsincome producing. unless otherwise noted,
13 See Mote 3 - Fuir Value Hierarchy fir Investmenis for summary geographic location of ponfiolio companics,

(4 Affiliate investments are defined by the 1940 Act as investsents in which between 5% ond 23% of the voting securities are owned. or an investment in an investment conypany’'s investment
adviser, and the investiments are not classified as Control investments,

13 Non-Conteel Man-Aflilsate invesmsents are defined by e 1940 Act as investnsents that are peither Contiol nvestments nor Affiliate invesiments,

(i Control investmenis are defined by the 1940 Act &s investments in which more than 25% of the voling securitics ane owned or where the ability to nominate greater than 5085 of the board
repmesentation is maintained,

{7) Principal is net of repayments. Cost represents amontized cost which is net of repayments and sdjusted for the amonization of preminms and'or secretion of discoumts, as applicable,
(8} Index based foating interest mie is subject to contrmctual minimum interest mles,

{9 The investmeit is nola qualifying assct uider the 1940 Act, A BDC may not acquie any asset otheriban qualifying assets unbess, a1 Use tme the soquisition is nssde, qualifying assals represent al
Jeast 7% o il BN total assets, As of Deeeniber 31, 2014, approximately 7.9% of the Company's investmens were considered non-qualifying,

{100 Iovestment is elassified as a Lower Middle Morket investment,
{10 Deswestment is classified as a Private Loan porfolio investment.

(12} Investment or portion of invesiment is under contrect 1o punchise and met imde date sccounting criterin as of December 31, 2014, Setilement ovcurred oris scheduled w-occurafier December 31,
2014, See Mote 2 for summary of Secirity Tronsoolions.,

L13) Dovestment serviced by Main Sirect purswnt b servicing, with the Congpaisy,
{14 Second lien secured debt invesiment,

{150 Inwestnsent s classified as an Chlser portfolio investment,

{16 Inoome producing through dividends or distributions.

{171 Unsecused debt invesiment,

(18] Dnwestment is on non=acorual status as of December 31, 2014,

(12) Marusity date is under on-going negetiations with the ponfolio company and piher lenders, ifapplicable,

(21) Effective yicld s of December 31, 2014 was approximately 0.0
(22) The 1. 2,3, und 6 month LIBOR rates were 0.1 7%, 0.22%, 0.16% and 0.36%, respectively, as of December 31, 2004, The acwal LIBOR rate for coch lvan lis he applicable LIEOR

Leed may mot by the
o Decermber 31, 2014, The prime rale was 3,25% as of December 31, 2014,
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See notes lo the financial statements,

F-70




NOTIS FO-FHE FINANCIAL STATEMENTS
HMS Income Fund, Inc.
N he Consolidated Financial S

Note 1. Principal Business and Organization

HMS Income Fund, Inc. (the “Company™) was fonned asa Maryland carporauon on November 28, 20l 1 underthe Gmerai Corporation
Law uFthc State of Maryland

; -y eet: The Company is an externally managed non-
dwcmf‘ ad cloml-cnd mw:atrncnt cumpany that has eleeted to I:u: Ircated asa bmnewdewlapmemmup&nﬂ—BDC—}BDﬂ under the
Javestment Company-Aetof M40 asamended {the 1940 Act™). The Company has elected to be treated for U.S. federal income tax
purposes as a regulated investment company (“RIC™) under Subchapter M of the Internal Revenue Code of 1986, as amended (the
“Code™).

The Company’s primary investment objective is to generate current income through debt and equity investments. A secondary objective
of the Company is to generate long-term capital appreciation through such ivestments—On-BecemberHo—20H—the-Company
Hledequity and equity related investments including warrants, convertible securities and other rights to acquire equity securities, The
Company’s portfolio strategy calls for it to invest primarily in illiquid debt and equity securities issued by lower middle market
("LMM") companies, which gencrally have annual revenues between 310 million and 5150 million, and middle market {"Middle
Markm"] LUIIT|)¢I.I1iLb lh.:l are },-.m.mllj |.,ll‘1,|.l in bi!l. !Ilcm the LM \ai companies, The ('umpan) L.l!u,urin:, s01Me Lﬂ'i[b investments in

mmmd_w m.thx.d.c.bt.maaﬂac.b_ab_ulub_dwlb,__ammyj.mcutb,_gcmauym ¢ Company orginates o s:n_a
collaborative basis with other investment funds, Private Loan investments are typlcally similar in size, structure, terms and conditions to
investments the Company holds in its LMM portfolio and Middle Market portfolic. The Company’s portfolie also includes other
portfolio ("Other Portfolio") investments which primarily consist of investments that are not consistent with the typical profiles for its
LMM portfolio investments, Middle Market portfolio investments or Private Loan portfolio investments, including investments which
may be managed by third parties.

The Company previously registered for sale up to | 50,000,000 shares of common stock pursuant to a registration statement on Form N-

Lrasamended (the “Registration Statement with2 (File No, 333-178548) which was initially declared effective by the Securities and
Exchange Commassnon (the "SEC”]M@WMMWW—?QJJ—E% for- \.Ale e “:CJ-{HPQ mm »Imn:-' of

COFROR-SHo0K

Beeember—u—zﬁhl—&heonhnefl 2012 ﬁhe "In.mal Oﬂ‘ermg") The I.mtml()ffermg tenmnated on. Decemberi 20]5 The Company
had raised approximately $295:2601.2 million inunder the_Initial Offering, including proceeds from the —distributiondividend

reinvestment plan of approximately $3--sithien-22,0 million. On January 5, 2016, the SEC declared the registration statement on Form
N-2 (File No. 333-204639), as amended, effective under which the Company registered for sale up to $1,500,000,000 worth of shares of
common stock {the “Offering™).

The business of the Company is managed by HMS Adviser LP (the “Adviser™), a Texas limited parinership and affiliate of Hines
Interests Limited Partnership (“Hines™), puessanttounder an Investment Advisory and Administrative Services Agreement dated May
May 31, 2012, as amended (the “[nvestment Advimr'_v Agreement”). -On-May-342042+theThe Company and the Adviser alsehave
retamcd MSC Adviser [, LLC (the "Sub-Adviser”), a wholly owned subsidiary of Main Street Capital Corporation ("Main Street”), a
New York Stock Exchange listed BDC, as the Company’s investment sub-adviser-undesthe-lnvestment-AdvisersAetof 1040 as
amended-(the"AdvisersAet™), pursuant to an Investment Sub-Advisory Agreement (the “Sub-Advisory Agreement”) to identify,
evaluate, negotiate and structure prospective investments, make investment and portfolio management recommendations for approval by
approval by the Adviser, monitor the Company 5 mvestmem ponfoho and provide certain ongomg admmlstrarwe services to lhe
Advner -an«'iweﬁ-eh&a el g are

MMﬂMMMM&MMMMMMﬁe
Adviser and the Sub-Adviser are collectively referred to heretsasthe “Advisers"as the "Advisers”, and each is registered under the
Investment Advisers Act of 1940, as amended (the "Advisers Act"), Upon the execution of the Sub-Advisory Agreement, Main Street
became an affiliate of the Company. The Company has engaged Hines Securities, Inc. (the “Dealer Manager™), an affiliate of the
Adviser, to serve as the deslermanagerDealer Manager for the Offering. The Dealer Manager is responsible for marketing the
Company’s shares of common stock being offered pursuant to the Offering.
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Note 2. Basis of Presentation and Summary of Significant Accounting Policies
Basis of Presentation

The Company is an investment company, as defined in the accounting and reporting guidance under Topic 946, Financial Services-
Invesinient Companies, of the Financial Accounting Standards Board’s ("FASB’s™) Accounting Standards Codification, as amended
{“ASC™), The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally
aceepted in the United States of America (“GAAP™) and include the accounts of the Company and its wholly- owned consolidated
subsidiaries. All intercompany balances and transactions have been eliminated in consolidation. Under the investmentcompany 1940
Act rules and regulations-pursuant te-Article 6, Articles 6 and 10 of Regulation S-X: under the Securities Act of 1933, as amended, and
ASC Topic 946, the Company is precluded from consolidating portfolio company investments, including those in which it has a
controlling interest, unless the portfolio company is anethera wholly owned investment company. An exception to this general principle
occurs if the Company owns a controlled operating company whose purpose is to provide services directly to the Company such as an
investment adviser or transfer agent. None of the investments made by the Company quatifyqualifies for this exception. Therefore, the
Company’s portfolio investments are carried on the consolidated balance sheet at fair value, as discussed below, with changes to fair
value recognized as “Net Unrealized Appreciation (Depreciation)” on the StatementConsolidated Statements of Operations until the
investment is realized, usually upon exit, resulting in any gain or loss on exit being recognized as a realized gain or loss.

determination-the- Company-recognized-the-assets-and-Habilities-transferred-from-HMSIneome LLC at- their-earrying-amounis-at-the

Reeclassifications

T Mode 3 = Foir Vadue Hieveroh s for Bvesimenis and throughowt. certain - Joans that were previoushy presented as "Private placement
ivestiments-are-now-presemted-as—Private-boans=-Certain amounts in the Consolidated Statements of Changes in Net Assets related to
selling commissions, dealer manager fees and issuances under our dividend reinvestment plan have been disaggregated as of December
31,2015, The prior periods have been reclassified to conform to this presentation as of December 31, 20442015,

Use af Estimares

The preparation of the financial statements requires the Company to make estimates and judgments that affect the reperted amounts and
disclosures of assets, liabilities and contingencies as of the date of the financial statements and accompanying notes. The Company
evaluates its assumptions and estimates on an ongoing basis. The Company bases its estimates on historical experience and on various
other assumptions that the Company believes to be reasonable under the circumstances. Additionally, application of the Company’s
accounting policies involves exercising judgments regarding assumptions as to future uncertainties. Actual results may differ from these
estimates under different assumptions or conditions. Significant estimates are used in the determination of fair value of investments. See
Note 3 — Fair Vilne Hierarchy for Investmenis for a description of these estimates,

Investment Classification

The Company classifies its investments in accordance with the requirements of the 1940 Act. Under the 1940 Act, (a) “Control”™
investments are defined as investments in companies in which the Company owns more than 25% of the voting securities or has rights
to nominate greater than 50% of the directors or managers of the companies, (b) “Affiliate” investments are defined as investments in
which between 5% and 25% of the voting securities are owned, or an investment in an investment company’s investment adviser, and
the investments are not classified as Control investments and (c) “MNon-Control Non-Affiliate™ investments are defined as investments
that are neither Control investments nor Affiliated investments,
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Vidlwation of Pertfolio mvestments

The Company accounts for its portfolio investments at fair value under the provisions of the-Finanetab-Aceounting Standards Board
FEASESASC Topic 820, Fair Value Measurements and Disclosures (“ASC 8207), ASC 820 defines fair value, establishes a framework
for measuring fair value, establishes a fair value hierarchy based on the quality of inputs used to measure fair value and enhances
disclosure requirements for fair value measurements. ASC 820 requires the Company to assume that the portfolio investment is to be
sold in the principal market to independent market participants, which may be a hypothetical market. Market participants are defined as
buyers and sellers in the principal market that are independent, knowledgeable, and willing and able to transact.

Fhe-& mmmmr 5 pﬁr&ﬂlﬂ) strategy-calls-for-it-ta-invest- f!ﬁlﬂ&rll\r i |tgmd deht tmd equlty wq.urﬂ I':‘h dssted-by Emwr mu!dlemm ket

MMWWWLMW%H%WMW
kv ‘\-Hnmpmne\.-&nd Middle Mnrl\et mmmnmm#ﬁ»ﬁl&kﬁnﬁ-ﬁaﬁfﬁhﬂdmmm

WMWWWW%MWMWMW
P‘rwme ~t-oan-portfolioe mw*.lme-ni-s mdudmg “vestinents-whieh-may-be-managed-by-third-parties—Fhe-Company-s-portfolio

LMM investments and Other Portfolio investments generally have no established trading market, while Middle Market securities
generally have established markets that are not active. Private Loan investments may include investments which have no established
trading market or have established markets that are not active. The Company determines in good faith the fair value of its investment
portfolio pursuant to a valuation policy in accordance with ASC 820 and a valuation process approved by its Beardboard of
Bireetorsdirectors and in accordance with the 1940 Act. The Company’s valuation policies and processes are intended to provide a
consistent basis for determining the fair value of the portfolio.

For LMM portfolio investments, the Company generally reviews external events, including private mergers, sales and acquisitions
involving comparable companies, and includes these events in the valuation process by using an enterprise value waterfall ("Waterfall")
("Waterfall") for its LMM equity investments and an income approach using a yield-to-maturity model ("Yield-to-Maturity") for its
LMM debt investments. For Middle Market portfolio investments, the Company uses observable inputs such as quoted prices in the
valuation process. The Company determines the appropriateness of the use of third-party broker quotes, if any, in determining fair value
value based on its understanding of the level of actual transactions used by the broker to develop the quote and whether the quote was
an indicative price or binding offer, the depth and consistency of broker quotes and the correlation of changes in broker quotes with
underlying performance of the portfolio company and other market indices. The Company often cannot observe the inputs considered
considered by the third party in determining their quotes. For Middle Market and Private Loan portfolio investments in debt securities
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securities for which it has determined that third-party quotes or other independent pricing are not available or appropriate, the Company
Company generally estimates the fair value based on the assumptions that it believes hypothetical market participants would use to
value the investment in a current hypothetical sale using the Yield-to-Maturity valuation method. For its Other Portfolio equity
investments, the Company generally calculates the fair value of the investment primarily based on the net asset value ("NAV") of the
fund. All of the valuation approaches for the Company's portfolio investments estimate the value of the investment as if the Company
was to sell, or exit, the investment as of the measurement date,

Under the Waterfall valuation method, the Company estimates the enterprise value of a portfolio company using a combination of
market and income approaches or other appropriate valuation methods, such as considering recent transactions in the equity securities of
the portfolio company or third-party valuations of the portfolio company, and then performs a waterfalWaterfall caleulation by using
the enterprise value over the portfolio company's securities in order of their preference relative to one another. The enterprise value is
the fair value at which an enterprise could be sold in a transaction between two willing parties, other than through a forced or liquidation
sale. Typically, private companies are bought and sold based on multiples of earnings before interest, taxes, depreciation and
amortization ("EBITDA"), cash flows, net income, revenues, or in limited cases, book value. There is no single methodology for
estimating enterprise value. For any one portfolio company, enterprise value is generally deseribed as a range of values from which a
single estimate of enterprise value is derived. In estimating the enterprise value of a portfolio company, the Company analyzes various
factors including the portfolio company's historical and projected financial results. The operating results of a portfolio company may
include unaudited, projected, budgeted or pro forma financial information and may require adjustments for non-recurring items or to
normalize the operating results that may require significant judgment in its determination. In addition, projecting future financial results
requires significant judgment regarding future growth assumptions. [n evaluating the operating results, the Company also analyzes the
impact of exposure to litigation, loss of customers or other contingencies. After determining the appropriate enterprise value, the
Company allocates the enterprise value to investments in order of the legal priority of the various components of the portfolio
company’s capital structure, In applying the Waterfall valuation method, the Company assumes the loans are paid off at the principal
amount in a change in control transaction and are not assumed by the buyer, which the Company believes is consistent with its past
transaction history and standard industry practices.

Under the Yield-to-Maturity valuation method, the Company also uses the income approach to determine the fair value of debt securities
based on projections of the discounted future free cash flows that the debt security will likely generate, including analyzing the
discounted cash flows of interest and principal amounts for the debt security, as set forth in the associated loan agreements, as well as
the financial position and credit risk of the portfolio investments. The Company's estimate of the expected repayment date of its debt
securities is generally the legal maturity date of the instrument, as the Company generally intends to hold its loans and debt securities to
maturity. The Yield-to-Maturity analysis also considers changes in leverage levels, eredit quality, portfolio company performance and
other factors. The Company will generally use the value determined by the Yield-to-Maturity analysis as the fair value for that security.
However, it is the Company’s position that assuming a borrower is outperforming underwriting expectations and because these
respective investments do not generally contain pre-payment penalties, the borrower would most likely prepay or refinance the
borrowing if the market interest rate, given the borrower's credit quality, is lower than the stated loan interest rate. Therefore, the
Company does not believe that a market participant would pay a premium for the investment, and because of the Company's general
intent to hold its loans to maturity, the Company generally does not believe that the fair value of the investment should be adjusted in
excess of the face amount. A change in the assumptions that the Company uses to estimate the fair value of its debt securities using the
Yield-to-Maturity valuation method could have a material impact on the determination of fair value. If there is deterioration in credit
quality or if a debt security is in workout status, the Company may consider other factors in determining the fair value of the debt
security, including the value attributable to the debi security from the enterprise value of the portfolio company or the proceeds that
would most likely be received in a liquidation analysis.

Under the NAV valuation method, for an investment in an investment fund that does not have a readily determinable fair value, the
Company measures the fair value of the investment predominately based on the NAV of the investment fund as of the measurement
date. However, in determining the fair value of the investment, the Company may consider whether adjustments to the NAV are
necessary in certain circumstances, based on the analysis of any restrictions on redemption of the Company’s investment as of the
measurement date, recent actual sales or redemptions of interests in the investment fund, and expected future cash flows available 1o
equity holders, including the rate of return on those cash flows compared to an implied market return on equity required by market
participants, or other uncertainties surrounding the Company's ability to realize the full NAV of its interests in the investment fund.

With respect to investments for which market quotations are not readily available, the Company's board of directors will undertake a
multi-step valuation process, as described below:

+  The Company's valuation process begins with each portfolio company or investment being initially valued by investment
professionals of the Advisers responsible for credit monitoring,

+_ Preliminary valuation conclusions are then documented and discussed with the Company's senior management and the
Advisers.
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+  The board of directors reviews these preliminary valuations,

= Forthe LMM portfolio companies and certain Private Loan portfolio companies, the Company has valuations reviewed by an
independent valuation firm on a periodic basis,

+  The board of directors discusses valuations and determines the fair value of each investment in the Company's portfolio in
good faith,

Pursuant to its internal valuation process and the requirements under thc I‘Qdﬂ Act the Company perfhnm \aluanr.:m pmcedures on :ts
mw.:.tmcnu. m cach LMM pnr‘tfullo company

cand certain Prwate Lmn ponfc»ho compames (the
"11:nlu:eme||l:.r Valued l.n\aeslmcnls } Once i quanu Among uther thlnbs, the Compau,y guucrally cnn\ulr% wtlh a na:mnal]y remgm a:d
independent adss 5
eth-W-pm—;ﬁ;lm-eempmwﬂuanon ﬁrm on the Internally \-’1]ued Investments at least once in every calendar year, and for l-he
Company sinvestmentsinnew-LMMportfolio-companiesnew Internally Valued Investments, at least once in the twelve-month period
subsequent to the initial investment. In certain instances, the Company may determine that it is not cost-effective, and as a result is not
in its stockholders” best interest, to consult with the nationally recognized independent adviservaluation firm on its investments in one or
more Eviv-pertfelio-companiesof these Internally Valued Investments. Such instances include-butare notlimited-to; situations where
the fair value of the Company's investment m—u—l:M-M—peH-l-&l-lﬁ—e&nﬁm»—ls determined to be insignificant relative to the total
Tvestment-Portfolio-Theinvesiment portfolio, For the vear ended December 31, 2015, the Company consulted with its independent
adviservaluation fimm in arriving at the Company's determination of fair value on its investments in a total of twell of the 16 LMM
portfolio companiesfer, representing approximately 60.9% of the total LMM portfolio at fair value, and seven of the 20 Private Loan
portfolio companies, representing approximately 27,8% of the total Private Loan portfolio at fair value, For the year ended December
31, 2014, the Company consulted with its independent valuation firm in arriving at the Company’s determination of fair value on its
investments in a total of two of the 11 LMM portfolio companies, representing approximately 8.2% of the total LMM portfolio at fair
value-as-of December3-4-2044, and en-atetalofzero EMMof the nine Private Loan portfolio companiesforthe-yvearended Decenber
342043, representing approximately 0.0% of the total EMMPrivate Loan portfolio at fair value-as-of December342043:,

Due to the inherent uncertainty in the valuation process, the Company’s estimate of fair value may differ materially from the values that
would have been used had an active market for the securities existed. In addition, changes in the market environment, portfolio
company performance and other events that may occur over the lives of the investments may cause the amounts ultimately realized upon
sale, liquidation or other exit of these investments to be materially different than the valuations currently assigned. The Company
estimates the fair value of each individual investment and records changes in fair value as unrealized appreciation for depreciation in
the eensolidatedConsolidated Statements of Operations.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and highly liguid investments with an original maturity of three months or less at the date of
purchase, These highly liquid, short term investments are included in the Consolidated Schedule of Investments. Cash and cash
equivalents are carried at cost, which approximates fair value,

Security Transactions

Security transactions are accounted for on the trade date. As of the trade date, the investment is derecognized for security sales and
recognized for security purchases. As of December 31, 2015 and 2014, and-Becember 32013 the Company had elevenfive and
are | | investments at contract prices of $30.511.7 million and $8-550,5 million, respectively, under contract to purchase which had not
yet settled. These investments have been recognized by the Company and are included in the sehedule-afmvestmentsConsolidated
Schedule of Investments. The settlement obligations are presented in the line item “Payable for securities purchased” at the contract
price. As of December 31, 20442015 and Peeember34,2043.201 4, the Company had one and three and-zere-investments at contract
prices of $3.02.0 million and 50.03,0 million, respectively, under contract to sell which had not yet settled. These investments were
derecognized by the Company and are not included in the sehedule-efinvestmentsConsolidated Schedule of Investments. The sale
trades are presented in the line item “Receivable for securities sold™ at the contract price.

Interesi,_Fee and Dividend Income

Interest and dividend income is recorded on the accrual basis to the extent amounts are expected to be collected. Prepayment penalties
penalties received by the Company are recorded as income upon receipt. AeersedinterestDividend income is recorded when dividends
dividends are declared by the portfolic company or at the point an obligation exists for the portfolio company to make a distribution,
Accrued interest and dividend income is evaluated quarterly for collectability. When a debt security becomes 90 days or more past due
due and the Company does not expect the debtor to be able to service all of its debt or other obligations, the debt security will generally
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generally be placed on non-accrual status and the Company will cease recognizing interest income on that debt security until the
borrower has demonstrated the ability and intent to pay contractual amounts due. Additionally, if a debt security has deferred interest
payment terms and the Company becomes aware of a deterioration in credit quality, the Company will evaluate the collectability of the
the deferred interest payment. If it is determined that the deferred interest is unlikely to be collected, the Company will place the
security on non-accrual status and cease recognizing interest income on that debt security until the borrower has demonstrated the
ability and intent to pay the contractual amounts due. Ifa debt security’s status significantly improves with respect to the debtor’s ability
ability to service the debt or other obligations, or if a debt security is fully impaired, sold or written off, it will be removed from non-
non-acerual status.

As of December 31, 20H4-and-December 3420432015, the Company did-net-have-anvhad two debt investments in one portfolio
company that were more than 90 days past due—-‘\-w-{-)f—[}ﬂt‘t‘ﬂlhﬁ'—}l—ag-HrﬂnngeEﬂ“hEi—H%H—di&Gﬂmpﬁﬂrhﬂm&Hﬂd-?ﬁﬁ and
hﬂd_th re¢ dgbt mvestl'ncnts—re-.-ﬁebt-we#y in two portfolio cqmpamcs that were on non-accrual status, Fhe-investnents-on-non-acersal
ichThese portfolio companies experienced a
slgm f'cant decline in credll quahty rmsmbduubt amund the Company's ahlhry to m]lect the principal and interest contractually due. A4

acte-Given the credit deterioration
of these portfolio compames no mterest income I1a3 been recognized on thesetwo of the three non-accrual debt investments during the

booked for .ll:.-:.ml-xcﬂ.mmm tcc_cgm z.cddutmg.l hc..t'ﬁE&]ﬁﬁﬁiﬁ.EM 'I-)-.EE':E;E ﬁ.._ 2015 though nﬁ?ﬁ]f@.ﬁﬁﬂ as Eic?lzcd for the
imeresl 'mcome recognized during the nine months ended September 30, 2015 due to receipt of the related interest pewmenls. Aside from

crcdtlwunhmess of the bormwcrs underlying ns debt i mvcstmcms

As of December 31, 2014, the Company had no investments that were more than 90 days past due but had two debt investments in one

portfolio company that were on non-acerual status, Given the credit deterioration of this portfolio company, no interest income has been
recognized on these debt investments during the vear ended December 31, 2014,

From time to time, the Company may hold debt instruments in its investment portfolio that contain a payment-in-kind (“PIK") interest
provision. [fthese borrowers elect to pay or are obligated to pay interest under the optional PIK provision, and if deemed collectible in
management's judgment, then the interest would be computed at the contractual rate specified in the investment’s credit agreement,
recorded as interest income and periodically added to the principal balance of the investment. Thus, the actual collection of this interest
may be deferred unl':] the time of debt principal repayment The Company stops 'Lccrui.ng P‘IK interest zlnd writes off any accrued and

As of December 31, 2044201 5 and 20432014, the Company held seven and four-and-zera investments, respectively, which contained a
PIK provision. As discussed above, two of the feurseven investments with PIK provisions, as of December 31, 2015 and December 31,
2014, were on non-accrual status, and no PIK inesmeinterest was recorded on these investments during the yearyears ended December
31,2015 and December 3I 2014, For the years ended December 31, 1_1(14-4.—‘1@-!-1’0 IS 2UI4 and 2042:2013, the f.?-::mpan:,l capital:'?.ed
mls:rcs_t_and._w_rltcsﬁif%\h?a\_rt&ﬁﬁéﬂ_éﬂﬂ]m.c_ollc_t_tc_d_lnl_cmsl_m_amm:s_u-zhcn_u dc_lmmmcs__tha:jnch P_IK mu.r_::-sl__m ATTEATs is No. mé.}.&
collectible.

The Company may periodically provide services, including structuring and advisory services, to its portfolio companies or other third
mnics The income from such services is non- recurriug. For services Ih”Ll are scparately idemlﬁable and evidence E:\cisls 0 subsmmlate
i]{_ﬁ;mucc_uon_ _WJ_th_de_b_l f manmng tmnsa.ctmns for scr_v_ ices that _do_ not meet th;s.g.cn.t.-:rm are treated as debt _o_tlg1 nﬂtmnfcpaand_am
deferred and accreted into interest income over the life of the financing.

A presentation of the investment income the Company received from its investment portfolio in each of the periods presented (dollars in
thousands) is as follows:

Year Ended
_— December 31,2015 December 31,2014 December 31, 2013
Interest, Fee and Dividend Income
—Interest Income g 63,864 3 18,885 § 2,758
__Fee Income 1,072 328 =
_Dividend Income 453 = =
Total lnterest, Fee and Dividend Income - 65,389 § 19213 § 2,158
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Unearmed Income — Original Issue Discount / Premium 1o Par Valie

The Company may purchase debt investments at a value different than par value. For purchases at less than par value, a discount is
recorded, which is acereted into interest income based on the effective interest method over the life of the debt investment. For
purchases at greater than par value, a premium is recorded, which is amortized as a reduction to interest income based on the effective
interest method over the life of the investment. Upon repayment or sale, any unamortized discount or premium is also fully amortized
as an adjustment to interest income. For the years ended December 31, 20442015, 2014 and 2013 and-2042-the Company accreted a
net $4.4 million, $1.1 million; and $194,000-ard-5146,000 respectively, into interest income.

Net Realized Gains or Losses from Investments and Net Change in Unrealized Appreciation { Depreciation) from Investiments

Generally, net realized gains or losses are measured by the difference between the net proceeds from the sale or redemption of an
investment and the principal amount, without regard to unrealized appreciation or depreciation previously recognized, and includes
investments written-off during the period net of recoveries and realized gains or losses from in-kind redemptions. Net change in
unrealized appreciation or depreciation from investments reflects the net change in the fair value of the investment portfolio and the
reclassification of any prior period unrealized appreciation (depreciation) on exited investments to realized gains or losses.

Dy, FF - Meain-Streat

were-no-amounts-due-from-Main-Street-as-of-December-3-4-2014-

Deferred Financing Costs

Deferred financing costs represent fees and other direct costs incurred in connection with arranging the Company’s borrowings. These
COsts were mcurred in cnnnecnnn wnh the Company s revnlwn}_,cradu fam lmeu {m Mote 4= — Borrowings for a discussion regarding
the Cemse #vCredit Facilities) and have been capitalized. The
deferred Fnancmg costs are bemg amortized to interest expense using the stratght-] ine method over the life of the related credit facility,
which the Company believes is materially consistent with the effective interest method. For the years ended December 31, 204
20432015, 2014 and 20422013, the Company amortized approximately $1.2 million, 438,000, S%W—and S?—?—W 000
respectively, into interest expense related to deferred financing costs. -Further-in-May-2012;

faethity-athunamortzed-deferred-financing-eosts-neurred--conneetionwith the Matn-Street-Facthity-werefulhvamortized-and-wiitten-

Organizational and Offering Costs

In accordance with the Investment Advisory Agreement and the Sub-Advisory Agreement, the Company will reimburse the Adwviserand
Sub-AdviserAdvisers for any organizational expenses and Offering costs that are paid on the Company’s behalf, which consist of,
among other costs, expenses of the Company's organization, actual legal, accounting, bona fide out-of-pocket itemized and detailed due
diligence costs, printing, filing fees, transfer agent costs, postage, escrow fees, data processing fees, advertising and sales literature and
other Offering-related costs. Pursuant to the terms of the Investment Advisory Agreement and Sub- Advisory Agreement, the Advisers
are responsible for the payment of Offering costs to the extent they exceed 1.5% of the aggregate gross proceeds from the Offering.

As of December 31, 20442015 and December 31, 2043:2014, the Adviserand-Sub-Adviser Advisers incurred approximately $6-810.1
$6—8J O 1 million and $4-36.8 mil Imn. rw.:s.]:uoc:tlw::]:y+ of (—)ﬁeﬁﬁt&ol]cp,ug costs on the Company’s behal f—Epen-the-exeeution-of the
e reauidod idbedo st s Bakabbe sk copitad et
Ld[}ltdi}hﬂﬂ Ehe deferred Oi‘ﬁennﬁ costs-as- it since mceplmn. It is expected that aggregate gross proceeds from the Offeringsales of
common stock will be at a level that will require the Company to reimburse the Advisers for these costs, therefore the Company has
recorded a due to affiliates liability and capitalized the deferred offering costs. As of December 31, 2004201 5, the balance of the due to
to affiliate liability related to organizational and G#fermgoffering costs was 52-4 1.1 million. On a regular basis, management reviews
capital raise projections to evaluate the likelihood of the capital raise reaching a level that would require the Company to reimburse the
the Adviser for the offering costs incurred on the Company's behalf. Based on the $6:810.1 million of stock offering costs incurred by
by the Adviser through December 3 1, 2044:201 5, the Company would have to raise approximately $453:3675.0 million to be obligated
obligated to reimburse the Adviser for all of these costs. Commencing with the Company’s initial closing, which occurred on September
September 17, 2012, and continuing with every closing thereafter, 1.5% of the proceeds of such closings will be amortized as a charge
charge to additional paid in capital and a reduction of deferred G#ferinzstock offering costs, until such asset is fully amortized. As of
December 31, 2044:201 5, approximately $4-49.0 million has been amortized. The Company expects to reimburse the Advisers for such

F-77




such costs incurred on its behalf on a monthly basis up to a maximum aggregate amount of 1.5% of the gross Offeringstock offering
proceeds. Pursuant to the terms of the Investment Advisory Agreement and Sub-Advisory Agreement, the Adviser and Sub-Adviser
will be responsible for the payment of organizational and G#erinestock offering expenses to the extent they exceed 1.5% of gross stock
stock offering proceeds-from-the-Dffering,

Payable for Unsettled Trades

The Company acecepisaccepted stockholders' subseriptions on a weekly basis: during the Initial Offering which terminated on December
1, 2015, Since the SEC had not declared the Offering effective as of December 31, 2015, there were no subscriptions received, for
which shares of common stock were not issued by December 31, 2015, For subseriptions received, for which shares of common stock

were not issued by December 31, 2014, and December 312043 the amounts of such subscriptions are presented as cash and as a
payable for unsettled trades. The shares issued in exchange for thethese subscriptions were issued and outstanding on January 2, 2845,

Per Share Information

Net inerease (decrease) in net assets resulting from operations per share, net investment income per share, and net realized income per
share are calculated based upon the weighted average number of shares of common stock outstanding during the reporting-pesied-—TFhe
vttstandhine fronsthe hegimnine of the period.

Concentration of Credic Risk

The Company has cash deposited in a financial institution in excess of federally insured levels. Management regularly monitors the
financial stability of these financial institutions in an effort to manage the Company’s exposure to any significant credit risk in cash, The
Federal Deposit Insurance Corporation generally only insures limited amounts per depositor per insured bank,

Fair Value of Financial Instriments

Fair value estimates are made at discrete points in time based on relevant information. These estimates may be subjective in nature and
involve uncertainties and matters of significant judgment and, therefore, cannot be determined with precision. The Company believes
that the carrying amounts of its financial instruments, consisting of cash, accounts receivable from affiliates, interest payable to
affiliates, other accrued expenses and liabilities, and notes payable approximate the fair values of such items due to the short term nature
of these instruments,

Income Taxes

The Company has elected to be treated for U.S. federal income tax purposes as a RIC, As a RIC, the Company generally will not pay
corporate-level U.S. federal income taxes on net ordinary income or capital gains that the Company timely distributes each taxable year
1o it stockholders from taxable camings and profits. To qualify as a RIC in any taxable vear, the Company must, among other things,
satisfy certain source-of-income and asset diversification requirements. In addition, the Company must distribute an amount in each
taxable year generally at least equal to 90% of its investment company taxable income, determined without regard to any deduction for
dividends paid, in order to maintain its ability to be subject to tax as a RIC (the "Annual Distribution Requirement”), As a part of
maintaining our RIC status, undistributed taxable income (subject to a 4% excise tax) pertaining to a given taxable year may be
distributed up to 12 months subsequent to the end of that taxable vear, provided such distributions are declared prior to the earlier of
eight-and-one-halfmonths afier the close of that taxable year or the filing of the federal income tax return for such prior taxable year, In
order to avoid this excise tax, the Company needs to distribute, in respect of each calendar year an amount at least equal to the sum of
1) 98.0% of its net ordinary income (taking into account certain deferrals and elections) for the calendar year, (2) 98.2% of its capital
gain in excess of capital loss, or capital gain net income, (adjusted for certain ordinary losses) for the one-year period ending October 31
in that calendar year (or, if we so elect, for that calendar year) and (3) any net ordinary income and capital gain net income for preceding
years that was not distributed with respect to such vears and on which the Co r paid no ULS. federal income tax (the “Excise Tax
Avoidance Requirementi™).

The Company has formed a wholly owned subsidiary, HMS Equity Holding, LLC ("HMS Equity Holding"), which has elected to be a
ataxable entity, HMS Equity Holding primarily holds equity investments in portfolio companies which are “pass through™ entities for
for_tax_purposes. It is consolidated for GAAP reporting purposes, and the portfolio investments held by it are included in the
consolidated financial statements as portfolio investments recorded at fair value. Itis not consolidated with the Company for income tax
tax purposes and may generate income tax expense, or benefit, and the related tax assets and liabilities, as a result uf]he_ﬂcmpany:a
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ownership of certain portfolio investments. This income tax expense, or benefit, if any, and the related tax assets and liabilities, are
reflected in the Company's consolidated financial statements.

HMS Equity Holding uses the liability method in accounting for income taxes, Deferred tax assets and liabilities are recorded for
tﬂm_dﬂemnma_hﬂmn_lhs ta&hasm of assets | mdmmmﬂhmmﬂamqums in _the financial statements, using

L fort expected o reverse, A valuation allowance is provided
agamsl deferred tax a.ssets when |t |s more hkely tha.n nol that some pc-m.on or all of the deferred tax asset will not be realized. Taxable
income ¢ differs from net income for financial re smes_dug_t and | ent differences in the

et . blei e FpE : :

Recent Accounting Pronouncements

o Febraary 2043, the Financial A ting Standards Board issued Accounting Standards Lpdate ("ASLT 2003-04, Liabilities { Topic

In May 2014, the FASB issued Accounting Standards Update ("ASU™) 2014-09, Revenue from Contracts with Customers (Topic 606).
ASU 2014-909 supersedes the revenue recognition requirements under ASC Topic 605, Revenue Recognition, and most industry-
specific guidance throughout the Industry Topics of the ASC. The core principle of the guidance is that an entity should recognize
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which an entity
expects to be entitled in exchange for those goods or services. Under the new guidance, an entity is required to perform the following
five steps: (1) identify the contract(s) with a customer; (2) identify the performance obligations in the contract; (3) determine the
transaction price: (4) allocate the transaction price to the performance obligations in the contract, and (5) recognize revenue when (or as)
the entity satisfies a performance obligation. The new guidance will significantly enhance cnmpa:abilily of revenue recognition
practices across entities, industries, jurisdictions and capital markets. Additionally, the guidance requires improved disclosures as to the
nature, amount, timing and uncertamty of revenue that is re-::ognlzed I-Iae-nw—gmdammlnAunust 2015 the FASH issued ASU 2015-
for all entities under GAAP, The new gmdam:c wﬁl be effective for the annual reporting peﬂod hegmnmg after December 15, 2017
including interim periods within that I»pomns period. Early ddoptm" m.w@w

December 15, 2016, The Co
Company’s consolidated fi nancial statements and disclosures,

In February 2015, the FASB issued ASU No, 2015-02, Consolidation: Amenduments to the Consolidation Analysis which amends the
a.on-.-u]id;uiun !-.qllirum.nl.b undu‘ J\S(.' 8 1 U 'I'hib Luidduc.n. dllk.]'l.da II1<. c.rilﬂ.risl for da.lm'm'nin_s, \\hith L.nl'ni-.:- are LUrIbidbﬂ.d 'nlr'mbll:

2015-02 also \,|1I1'II11.I.IL\ ﬂ'lL deferral under ASU 2010-10 for prhtdtwﬂ of the VIE Lﬁ'l'l‘\ﬂlld-llilll1 model I]hli WS g,rsmu,d 1:1r
investments in certain investment companies. This guidance is effective for annual periods, and interim periods within those annual
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ASU 2']J 5 {32 wJII Imu on its Lunsuhdutcd I'mm,ml statements md dlaclosmu

InApril 2015, the FASB issued ASU No, 2015-03, Interest—Imputation of Interest: Simplifyving the Presentation of Debi Issiuance Costs
which amends the required presentation of debt issuance costs on the balance sheet, The guidance will require that debt issuance costs
related to a recognized debt liability be presented on the balance sheet as a direct deduction from the carrying amount of that debt
liability, consistent with debt discounts, The recognition and measurement guidance for debt issuance costs are not affected by the ASU
Mo, 2015-03. For public business entities, the guidance is effective for financial statements issued for fiscal years beginning after
December 15, 2015, and interim periods within those fiscal years, In August 20135, the FASB issued ASU No, 2015-15, Interest—
Imputation of Interest: Presemiation and Subsequent Measurement of Delit Issuance Costs Associated with Line-of-Credit Arrangements
which clarified ASU 2015-03. This guidance allows an entity to defer and present debt issuance costs for line-of-credit arrangements as
an asset and subsequently amortize these deferred costs over the term of the line-of-credit arrangement, The Company is expected (o

make the required changes to the debt presentation on the consolidated balance sheet as of the effective date of this new guidance,

In May 20135, the FASB issued ASU 2015-07, Disclosires for Investments in Certain Entities That Calculare Net Asset Value per Share
(or fis Equivalent). This ASU removes, from the fair value hierarchy, investments which measure fair value using NAV per share
practical expedient. Instead, an entity is required to include those investments as a reconciling line item so that the total fair value
amount of investments in the disclosure is consistent with the amount on the balance sheet, For public companies, this ASU is effective
for fiscal years beginning after December 15, 20135, including interim periods within those fiscal years. The amendment should be
r is expected to make the required changes to the fair value hierarchy

¢ guidance rela and me
_those accounted for under

years beginning after December 15, 2046:2017, including interim periods within that—reporting—period—Earky—adoption—is—net
permitiedthose fiscal yﬁ:ars The Company is cl.lrrw:.ﬂti:,r eva]uatmg the !mpﬂct mﬂmmm%%mmummm ASU
ZDJ_IS_[ll wﬂl have-o g

MMMHWWH&W on its ::«onsohdated f' nanmal statements, a.nd d;sclosurf:s

From time to time, new accounting prancuncemems are |ssued I:ly the I‘ASB or olher slandards semng bodles that are adnpled bgr lhe
Compan}' as c-f!he specli'ed eﬁ'ectwe dat. eCo b a aeta ped-standards-thatha ed

Note 3 — Fair Value Hierarchy for Investments

Fair Value Hierarehy

ASC 820 establishes a hierarchal disclosure framework which prioritizes and ranks the level of market price observability of inputs used
in measuring investments at fair value. Market price observability is affected by a number of factors, including the type of investment
and the characteristics specific to the investment. Investments with readily available active quoted prices or for which fair value can be
measured from actively quoted prices generally will have a higher degree of market price observability and a lesser degree of judgment
used in measuring fair value.

Based on the observability of the inputs used in the valuation techniques, the Company is required to provide disclosures on fair value
measurements according to the fair value hierarchy. The fair value hierarchy ranks the observability of the inputs used to determine fair

values. Investments carried at fair value are classified and disclosed in one of the following three categories:

+  Level I—Valuations based on quoted prices in active markets for identical assets or liabilities that the Company has the
ability to access.
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*  Level 2—WValuations based on inputs other than quoted prices in active markets, which are either directly or indirectly
observable for essentially the full term of the investment. Level 2 inputs include quoted prices for similar assets in active
markets, quoted prices for identical or similar assets in non-active markets (for example, thinly traded public companies),
pricing models whose inputs are observable for substantially the full term of the investment, and pricing models whose
inputs are derived principally from or corroborated by, observable market data through correlation or other means for
substantially the full term of the investment.

*  Level 3—Valuations based on inputs that are unobservable and significant to the overall fair value measurement. Such
information may be the result of consensus pricing information or broker quotes for which sufficient observable inputs
were not available.

As required by ASC Topic 820, when the inputs used to measure fair value fall within different levels of the hierarchy, the level within
which the fair value measurement is categorized is based on the lowest level input that is significant to the fair value measurement in its
entirety. For example, a Level 3 fair value measurement may include inputs that are observable (Levels 1 and 2) and unobservable
(Level 3). Therefore, gains and losses for such investments categorized within the Level 3 table below may include changes in fair value
that are attributable to both observable inputs { Levels 1 and 2) and unobservable inputs {Level 3). The Company conducts reviews of
fair value hierarchy classifications on a quarterly basis. Changes in the observability of valuation inputs may result in a reclassification
for certain investments.

TheAs of December 31, 2013 and December 31, 2014, the Company’s investment portfolio as-efDecember 31 2044-was comprised of
debt securities-and, equity investments—Fhe-Company'sinvestment-pertiolio-asof December 320 was-comprised-exclusively-of
debtsecurities, and Other Portfolio investments. The fair value determination for these investments primarily consisted of beth
ebservable-{Level 2and-unobservable (Level 3) inputs.

As of December 31, 26442015 and December 31, 2043:2014, all of the Company’s LMM portfolio investments consisted of illiquid
securities issued by private companies. The fair value determination for the LMM portfolio investments primarily consisted of
unobservable inputs. As a result, all of the Company's LMM portfolio investments were categorized as Level 3 as of December 31,
20442015 and December 31, 20432014,

Asof December 31, 2644201 5 and December 31, 2043:20 14, the Company's Middle Market portfolio investments consisted primarily
of private placementMiddle Market investments in secured and unsecured debt investments and independently rated debt investments.
The fair value determination for these investments consisted of a combination of (1) observable inputs in non-active markets for which
sufficient observable inputs were available to determine the fair value of these investments, (2) observable inputs in the non-active
markets for which sufficient observable inputs were not available to determine the fair value of these investments and (3) unobservable
inputs. As a result, a-pertionall of the Company’s Middle Market portfolio investments were categorized as Level ZasefDecember 3l
%4%—h}rﬁlﬁm&4ﬁl&le—k&nrkﬂ1mn+ﬂlK-Hm—eﬁﬂhem-ﬂé)r-whﬂ'l -stffi emntfﬁwenﬂHﬁnpwmmw#abbt&dﬂﬁmm&MHn#w
3 as of December 31, 2015 and

December 31, =ﬂ-l—.~=20l4.

As of Dccembcr 31, MH—-QUIS and Dccembcr 3 L, %QI-}.EUJ _4_, the Compmay‘s Pri valc Lom: portfolio investmcms prinwrily consislcd of

Middle-h-i-afkeqmnﬁiaﬁ—h&!—urﬁﬂ»eﬂmmlI-v-\a-hleh—hm—beenaﬂﬂilwted{hﬂ-m‘_{h-—v&ﬂIeatthrehﬂﬁmhﬂwwﬁhﬁlmdﬂv&nnﬂﬁ—ﬁjm&wm
aeolaberativebasts—debt investments, The fair value determination for thesePrivate Loan investments consisted of a combination of
observable inputs in non-active markets for which sufficient observable inputs were not available to determine the fair value of these
investments and unobservable inputs. As a result, all of the Company’s Private Loan portfolio investments were categorized as Level 3
as of December 31, 20442015 and December 31, 2043:2014,

As of December 31, 2044:201 5, the Company s Other Portfolio investments consisted of illiquid securities issued by private companies.
The fair value determination for these investments primarily consisted ol‘unabscrvablc |npuls As aresult, all c-ﬂhc Ccmpan}f 5 OIhm'
Portfolio equity investments were categorized as Level 3 as of December 31, 2
as-0f2015 and December 31, 2043:2014,

The fair value determination of the Level 3 securities required one or more of the following unobservable inputs:

+  Financial information obtained from each portfolio company, including unaudited statements of operations and balance sheets for
the most recent period available as compared to budgeted numbers;

+  Current and projected financial condition of the portfolio company;

«  Current and projected ability of the portfolio company to service its debt obligations;

+  Type and amount of collateral, if any, underlying the investment;
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+  Current financial ratios (e.g., fixed charge coverage ratio, interest coverage ratio, and net debt/EBITDA ratio) applicable to the
investment;

+  Current liquidity of the investment and related financial ratios (e.g., current ratio and quick ratio);

«  Pending debt or capital restructuring of the portfolio company;

+  Projected operating results of the portfolio company:

+  Current information regarding any offers to purchase the investment;

+  Current ability of the portfolio company to raise any additional financing as needed;

+  Changes in the economic environment which may have a material impact on the operating results of the portfolio company;

«  Internal occurrences that may have an impact (both positive and negative) on the operating performance of the portfolio
company;

+  Qualitative assessment of key management:

«  Contractual rights, obligations or restrictions associated with the investment;

+  Third party pricing for securities with limited observability of inputs determining the pricing; and

«  Other factors deemed relevant.

The following table presents fair value measurements of the Company’s investments, by major class, as of December 31, 2644
aceording-to-the-fairvalue-hierarchy-(inthousandsy 2015 according to the fair value hierarchy (dollars in thousands):

Fair Value Measurements
Level 1 Level 2 Level 3 Total
& ] =1 676,437 § 676,437
= = 140,459 140,459
= = 870 870
= = 35,222 23,222
3 = — 5 852988 5 832988

The following table presents fair value measurements of the Company’s investments, by major class, as of December 31, 2014
according to the fair value hierarchy (dollars in thousands):

Fair Value Measuremenis

Level 1 Level 2 Level 3 Total
First lien secured debt investments s — 3 — 3 375,038 % 375,038
Second lien secured debt investments — — 85,191 85,191
Unsecured debt investments — — 2,250 2,250
Equity investments — — 11,383 11,383
Total ) — % — 3 473,862 % 473,862

The following table presents fair value measurements of the Company’s investments, by major-class—as-of Deeember 32043
aeeording-toinvestment classification, segregated by the level within the fair value hierarchy fas of December 31, 2015 (dollars in
thousands):

Fair Value Measurements
Level 1 Level 2 Level 3 Total

First-hienseeured-debtLMM portfolio investments 5 — § 4728 $50.68685460 $64HI85460
Secondliensecured-debiPrivate Loan investments - —  Z468111,088 2468111,088
Middle Market investments = = 645,913 645,913
Other Portfolio investments = = 10,527 10,527
Total b — § 4728 36215485208 $66R%2852.08

The following table presents fair value measurements of the Company’s investments, by investment classification, segregated by the
level within the fair value hierarchy as of December 31, 2014 (dollars in thousands):
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Fair Value Measurements

Level 1 Level 2 Level 3 Total
LMM portfolio investments $ — % — % 33616 3 33,6016
Private Loan investments —_ — 47,655 47,655
Private-placementMiddle Market investments — - 391,016 391,016
Other parfolioPortfolio investments —_ —_ 1,575 1,575
Total b — % — 3 473,862 % 473,862




hierarehyv-as-of-Pecember 320 3 {in-theusands):

P Yidoe MVedsprestents
Level ¢ Level 2 Level 3 Total
LA pawtfolio invesiinents & — £ — £ L500 & peetil]
Private Loan investnents — _ ER R
Private placementimveshnents — T AT T AT
Fotal E — § 4328 § 62454 § b HK2

The significant unobservable inputs used in the fair value measurement of the Company’s LMM_equity securities and Private Loan
equity securities, which are generally valued through an average of the discounted cash flow technique and the market
comparable/enterprise value technique (unless one of these approaches is not applicable), are (i) EBITDA multiples and (ii) the
weighted average cost of capital (*WACC"). Significant increases (decreases) in EBITDA multiple inputs in isolation would result ina
significantly higher (lower) fair value measurement. Conversely, significant increases (decreases) in WACC inputs in isolation would
result in a significantly lower (higher) fair value measurement. The significant unobservable inputs used in the fair value measurement
of the Company’s LMM, Middle Market and Private Loan debt investments are (i) risk adjusted discount rates used in the yieldYield-to-
metaryMaturity valuation technique (described in Note 2 — Basis of Presentation and Swmmary of Significant Accounting Policies —
Valwation of Portfolio Invesiments) and (ii) the percentage of expected principal recovery. Significant increases (decreases) in any of
these discount rates in isolation would result in a significantly lower (higher) fair value measurement. Significant increases (decreases)
in any of these expected principal recovery percentages in isolation would result in a significantly higher (lower) fair value
measurement. However, due to the nature of certain investments, fair value measurements may be based on other criteria, such as third-
party appraisals of collateral and fair values as determined by independent third parties, which are not presented in the table below.

The following table, which is not intended to be all inclusive, presents the significant unobservable input of the Company's Level 3
investments as of December 31, 2044201 5 (dollars in thousands):

Fair Valuafion Significant Unohservahle Weighted
Value Technigue et Range Average
LMM cquity investments $9:80824,  Discounted Cash Flows Weighted-Average Costof NALLS% . 2R213.9%
Market Approach/Enterprise . 4250 -
Value EBITDA Multiples (1) 5188y G:210.8x
NAY Multiple 2.0x 2.0x
LMM debt portfolio 501,295 23808  Discounted Cash Flows Expected Principal Recovery  MALNDLO% 100,05
Risk Adjusted Discount H10.3% - H-012.7%
Private Loan debt 560,173 26783  Market Approach Third Party Quotes +9096.5% - 4005917
Private Loan debt 550,385 20943 Discounted Cash Flows Expected Principal Recovery 42 9&2‘3&": 95.098.1%
Risk Adjusted Discount 59.1% - F510.5%
Private placesnentLoan Market Approach/Enterprise WEBITD& 67%A4.5x - .
equity investments 5330385646 value Multiples (1 102%]08x  He3%1x
Revenue Multiples d.lx dlx
WACC 12.5% 12.5%
Other pertfotiePorifolio 810,527 575 Market Approach NebAsset Vil NAY MNADRO%  NAADRIY%
§ 473862

(1) EBITDA may include prefermapro forma adjustments and/or other add-backs based on specific circumstances related to each investment,
(2) Weighted average excludes investments for which the significant unobservable input was not utilized in the fair value determination.

The following table, which is not intended to be all inclusive, presents the significant unobservable input of the Company's Level 3
investments as of December 31, 20422014 (dollars in thousands):
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LMM equily i

LMM debt portfolio

Private Loan debi

Fair Valuation Significant Unobservable Weighted
Value Tt Range
$ 9808 Discounted Cash Flows WACC 2L.2% 2L2%
Market ;
EBITDA Multiples (1) 4.2x.-8.5% 6.2x
823,808 45080 Discounted Cash Expected Principal Recovery B L O00%% 100.0%
Risk Adjusted Discount Factor +210% - 15011.0%
£26,713 2906 Market Appmnnl: Third Par!y Quotes 99.8100.5%
1%
8391016 55748 Market Approach Third Party Quotes 90796, 3%
1575 Market Approach NAV HA
S 6245447

(1) EBITDA may include pro forma adjustments and/or other add-backs based on specific circumstances related to each investment.

(2) Weighted average excludes investments for which the significant unobservable input was not utilized in the fair value determination.

The following table provides a summary of changes in fair value of the Company’s Level 3 portfolio investments for the year ended
December 31, 2044201 5 (dollars in thousands):

Transfers Met Unrealized December
January 1, Into Payment-in- ew Appreciation 31,
20442015 Level 3 Kind Interest  Investmenis Sales/ Net Realized 23-1-420]5
Type of Investment  Fair Value  Hierarchy Accrual n Repaymenis  (Depreciation)  Gain(Loss)  Fair Value
LMM Equity 5§ —O808 § — 5 —78 SLBOX12011 $ —{15) § —2,183 § . 246_;
456023 2380861,
LMM Debt ﬁg — —30 2238139526 (962,144 49124 —{49) - 9,%
Privaie Loan Equity = - = 572 = (42) = 530
Private LoansLoan  2.00647.6 4640810940 110,
Debt 5 274,115 T0 (3640927 (R031,221) —{(5,464) 558
PrivateMiddle 57748391 4401064259 (99458132, 8604
PlacementMarket Ol 4T — 96 234) (FZA2838,870) 205 5913
1:57510,52
Other Portfolio —1,575 - — +:5759,082 - —{130) —
e antl 520278596, Q037817 (H42H437.95
Total b3 38&2 $ 4728— § %—?4],22} S [ $( 5.3 2:1) $L L o) 5 20(3508) § 52088

of fees,

end-ed-Deeemb-u;-M—-MB-ﬂn—ih@uqﬂnd»}

The following table provides a summary of changes in fair value of the Company's Level 3 portfolio investments for the year ended
December 31, 2014 (dollars in thousands):

Transfers December

January 1, Into Payment-in- MNew Net Unrealized 31,
2432014 Level 3 Kind Imerest  Investments Sales/ Appreciation  Net Realized 20432014
Type of Investment  Fair Value  Hierarchy Accrual m Repayments  (Depreciation)  Gain (Loss)  Fair Value
. } 1.5000,80
LMM Equity $4332 3% — 3 — % —0808 § (2832 8§ — 3 — § 8
LMM Debt 1,300 — = 22,381 (20) i1 — 23,808
Private LeansLoan 200647,65
Dbt —2.806 —274 99646408 (24130) (601,803) — 5
PrivateMiddle 0.6964,72 B 440, Lo N] (43:58799,] 57748391,
PlacementMarket 57748 S8) 468(12,428) 720 016
Other Porifolio = = - L3753 = = = L5373
433262, z 6345, Hrd439 6215447
Total 3 1493 28 5 —2M S 202 5! .ﬁs%l § 465(14214) § 2920 5 3860

F-85




(1) Column includes changes to investments due to the net accretion of discounts/premiums and amortization of fees.

between Level 2 and Level 3 portfolio investments. The transfers represent private-placessentMiddle Market investments which are
valued based upon third party quotes with limited activity and observability of inputs. In prior periods, these were classified as Level 2
fair value measurements. As of December 31, 2014, the Company obtained information regarding the quotes, including the number of
quotes used to value these investments. Given the lack of observable inputs of the third party quotes, these investments were
determined to be Level 3 fair value measurements as of December 31, 2014,

Portfolio Investment Composition

The composition of the Company's investments as of December 31, 2004atcostand-fairvalue wasasfollows{inthousands)} 2015, at
cost and fair value, was as follows (dollars in thousands):

December 31, 2015
Investments Cost Percentage Investments Fair Value
at Cost of Total Portfolio at Fair Value Percentage of

First lien seeured debt investments $385.0937719.94 FO179.6% S375.038676,43 79-179,3%
Second lien secured debt invesiments 87-710148,906 H8-h16.5% 85404140459 18.016.5%
Unsecured debt investments 2.5742,630 0.50.3% 2250870 0.50,1%
Equity investments 32,025 4.3 34,020

Equity warrants 751,187 —0.1% 751,202 —p.1%
Total S487.604904,68 100.0% $473.862852,98 100.0%

. i PRI 32043, The composition of the Company’s investments as of
December 31, 2014, at cost and fair value, was as follows (dollars in thousands):

December 31, 2014
Invesimenis Cost Percentage Investments Fair Value
at Cost of Total Portfolio at Fair Value Percentage of
First ien-Secured-Debtlien secured  § 63:945385,937 B6:379.1% $ 64414375038 96379.1%
Second Lien-Seeured-Debtlien secured 246587,710 37181% 246885,191 3718.0%
Unsecured debt investments 2,574 0.5 2,250 0.5
Equity investments 11,308 2.3 11,308 24
Equity warrants 13 — 15 —
Total 5 66-410487,604 100.0% §  66:882473.862 100.0%

The composition of the Company’s investments by geographic region of the United States as of December 31, 20442013, at cost and
fair value, was as follows (dollars in thousands) (since the Other Portfolio investment-deesinvestments do not represent a single
geographic region, this information excludes Other Portfolio investments):

December 31, 20042015
Investments Cost Percentage Investments Fair Value Percentage of
at Cost of Total Portfolio at Fair Value Total Portfolio
Northeast § 128:556]78,900 26:520.0% $ 127734171,284 27:020.3%
Southeast H6:737188,237 24021.1% 16803188401 24304%
ki) FFA462140,576 $9157% 73993127353 157151%
Southwest §5:204159,579 1517.8% 2783135473 16:3161%
Midwest 57.270168,769 H8189%  56:970165,113 121967
Non-United States 2077351911 436.5% S 1960454837 4:26.5%
Total 5 486:020894,032 100.0% $§ 472287842461 100.0%

The composition of the Company’s investments by geographic region of the United States as of December 31, 2043:2014, at cost and
fair value, was as follows (i—+theusandsdollars in_thousands) (since the Other Portfolio investment does not represent a single
geographic region, this information excludes the Other Portfolio investment):
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Nartheast
Southeast

Wiest

Southwest
Midwest
Mon-United States
Tonal

December 31, 20432014

Investments Cost Percentage Investments Fair Value Percentage of
at Cost of Total Portfolio at Fair Value Total Portfolio
§  20:439128,556 30:826,5% 5 20.6H-127,734 30:827.0%
H674116,737 1624.0%  HITHLG803 17:624.7%
9.25477,402 13.9]59% 9.35873,993 14-015.7%
9,54585,201 MA175% 064577183 14416.3%
H556957,270 41L8%  HL87856,970 17312.1%
3.90920,773 5.043% 3.92219.604 5.942%
5 B6A40486,029 100.0% § 66882472287 100.0%




ThecumpomuonoﬂheCmnpany'smu]mwmmnhbymdusuyasofDembeﬂl 20442015 and December 31, 2043,2014, at cost
and fair value was as follows (since the Other Portfolio investment-d
excludes Other Portfolio investments):

sesinvestments do not represent a single industry, this information
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Note 4 —
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Um@jﬁ_lm,jhﬁ"gﬂ ital O ‘Crcanamhty"}wﬂh Capital One, Ealm[&mﬂm{"&g!mm"l Ilb the—admnmstmlwc agent and
et G b e ] e elher banks 85 pemmpants (Legethcr with Capital Cme,

has subsequently been umumlu{l on mulEipie m:cur-iun.l;, most recently on May 29, 2015, II'ILI‘(..I‘-:TI!, llu, revolver commitments to 5 125
millien W ill‘i an dR.LUl‘diU[I prov i:siun allowing bor lonim, -..:pm.iu 10 increase up. Iu 5150 1l1i|iiurl Bouuuin_s,a under the Capital One

Rate ("LIBOR") rate plus 2 75% or (ii) the base rate plus | TS% The base rate is defined as the higher of (a) the prime rate or (b) the
Federal Funds Rate (as defined in the credit agreement) plus 0.5%. The adjusted LIBOR rate is defined in the credit agreement for the
SyndieatedCapital One Credit Facility as the one-month LIBOR rate plus such amount as adjusted for statutory reserve requirements for
Eurocurrency liabilities. As of December 31, 2015, the one-moenth LIBOR rate was 0.43%. The Company pays an annual unused

commitment feesice of 0.25% peranmuron the unused lendercommitmentunderthe Syndieated CreditFaetlityrevolver commitments
|f|nere than Sl)% ef!he Svndwmed{:#ed*l-aeﬂwmm olvu q.ommmmm:- m bemg used and n‘m dnnual eommnment Fee of(J 375%

. !lquunnﬂx&FﬂmMﬁéﬂ-&&b&lﬂlﬁﬂé&ﬁﬁh@

m the unused :rmul\ er commitments if less than 50% of the revolver commitments are being

used, The Capital One Credit I"acihl} hdb a three-year term, maturing March 11, 2017, with two, ong-year extension optiens, subject to
approval of the Lenders.,

The Capital One Credit Facility, as amended, permits the creation of certain "Structured Subsidiaries,” which are not guarantors under

!he Synéwetedt dplt‘l’ Om Credlt Fac:hty and whlch are permmed o m-:ur debt eutsu:le ofthe Syndlea(ed—@teéﬁ—hneﬂ%—ﬁmm

mithen-Borrowingsunderthe SyndieatedC .|p|m| (}m, C ruht F dul:l}, I?-urm“ ings umEu [i]L ( t1|?l]ld] One CI‘(:dIT Fac: hty are securcd I:vy
all of the Company’s assets, exeeptother than the assets of Structured Subsidiaries, as well as all of the assets, and a pledge of equity
cwnershlp interests, of any future subsidiaries of the Company,—which-weuld-be—joined-as—guarantors_(other than Structured
Subsidiaries). The credit agreement for the SyadieatedUapital One Credit Facility contains affirmative and negative covenants usual and
customary for credit facilities of this nature, including—butnet-Hmiedte: (1) maintaining a eestainminimum interest coverage ratio
andof at least 2.0 to 1.0; (ii) maintaining an asset coverage ratio; of at least 2,25 to 1.0; and (iii) maintaining a minimum consclidated

tangible net worth, excluding the Structured SubsidiariesHmitationsregarding Structured Subsidianies, of at least S50 million. Further,
the Capital One Credit Facility contains limitations on incurrence of other indebtedness (other than by the Structured Subsidiaries),
limitations on industry concentration, and an anti-hoarding provision to protect the collateral under the Syndicated CreditFaeilityCapital
One Credit Facility, Additionally, the Company must provide information to Capital One on a regular basis, preserve g comporate
existence, comply with ‘:ppllc.etbh. laws, 1rl<.1u:||1}glh\. 940 }'\.Ll p.n obligations wi!ul they bL‘t.Ulnl. du-s. :|r|d mubi I|I|. pmuu..db UI [|'I.|.

Further, the credit agreement contains usual and custemary default provisions mcludmg—mthout—hmauen (i) adcfault in the pa_vmcnt
of interest and principal; (i) insolvency or bankruptey of the Company; (iii) a material adverse change in the Company's business; or
(iv) breach of any covenant, representation or warranty in the loan agreement or other credit documents and failure to cure such breach
within defined periods. Additionally, the SyadieatedCapital One Credit Facility requires the Company to obtain written approval from
the administrative agent prior to entering into any material amendment, waiver or other modification of any provision of the Investment
Advisory Agreement As ofDeeemberS I; 24}4-4-2015 the C-::-mpany was not aware-::-fany msmncesofnencempl iance with covenants
related to the

MHH&—}E&F&%I&M—B‘BH&H&SM&H&—EQH&FWW—CHDII&[ One Credit Facility.

On June 2, 2014, the-& : Tt . tithls
{—HMS—l-unéng—lH_MS_Fmd_m& entered into a cred:t agreement (lhe "Mng&m@e_mgmm Fae:llty") among HMS
Funding, as borrower, the Company, as equityholder and as servicer, Deutsche Bank AG, New York Branch (“Deutsche Bank™), as
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administrative agent, the financial institutions party thereto as lenders (together with Deutsche Bank, the “HMS Funding Lenders™), and
and U.5. Bank National Association-{the"CollateralAgent™), as collateral agent and collateral custodian. The HMEFundingDeutsche
FundingDentsche Bank Credin Facility provided for an initial borrowing capacity of $50 million, subject to certain limitations, including
including ]lmuat:ons with respect to HMS Fundmg 5 investments, as more fully descrlbed in the HMS—thg—i-neﬂuy—Qn—lu&y—’Q—

£230Deutsche Bank Credit Facility, The Deutsche Bank Credit Facility was amended and restated on May 18, 20135 and subsequently
has been amended on multiple occasions, most recently on September 23, 2015, increasing the revolver commitments to $360 million.
million, The Company contributes certain assets to HMS Funding from time to time, as permitted under the SyadieatedCapital One

Credit Facility, as collateral to secure the HMS-FundingDeutsche Bank Credit Facility. The HMS Eunding Eacilitematuresondune 3,
RS

Under the H\

W&mﬂ#ﬂmmutsdw U'mk (‘rcdlt F <Ik!|ll}.’, lntumt is wILul.m.d as tin: sum of thc lluh.h plub the apphulbk margin of
2.50%. 1f the Deutsche Bank Credit Facility is funded via an asset backed commercial paper conduit, the index will be the related
commercial paper rate; otherwise, the index will be equal to one-month LIBOR. As of December 31, 2015, the one-month LIBOR rate
was 0.43%, The Deutsche Bank Credit Facility provides for a revolving period until December 16, 2017, unless otherwise extended
with the consent of the HMS Funding Lenders. The amortization period begins the day after the last day of the revolving period and
ends on June 16, 2020, the maturity date. During the amortization period, the applicable margin will increase by 0.25%. During the
revolving period, HMS Funding will pay a utilization fee equal to 2.50% of the undrawn amount of the required utilization, which is
75% of the loan commitment amount. HMS Funding will incur an undrawn fee equal to 0.40% per annum of the difference between the
aggregate commitments and the outstanding advances under the facility, provided that the undrawn fee relating to any utilization
shortfall will not be payable to the extent that the utilization fee relating to such utilization shortfall is incurred, Additionally, per the
terms of a fee letter executed on May 18, 2015, HMS Funding will pay Deutsche Bank an administrative agent fee of 0.25% of the
aggregate revolver commitments,

HMS Funding's obligations under the HMSFandimaDeutsche Bank Credit Facility are secured by a first priority security interest in its
assets, including all of the present and future property and assets of HMS Funding. The HMSEundingDeutsche Bank Credit Facility
contains affirmative and negative covenants usual and customary for credit facilities of this nature, including—buw-pet-Hmiedto
maintaining a positive tangible net worth, limitations on industry concentration and complying with all applicable laws. The HiS
FundingDentsche Bank Credin Facility contains usual and customary default provisions including-witheut-Hmstation: (i) a default in the
payment of interest and principal; (ii) insolvency or bankruptcy of the Company; (iii) the occurrence of a change of control; or (iv) any
uncured breach of a covenant, representation or warranty in the HMS—FﬁndiﬁgDult:.th Bank Credit Far:lllty As of December 31,

C_rfc_l.l.t_ Facility.

As of December 31, 26442015, the Company had borrowings of $87.8105,0 million cutstanding on the SyadicatedCapital One Credit
Facility, and had borrowings of $895.0275,0 million outstanding on the HMS-FundingDeutsche Bank Credit Facility, both of which the
Company estimated approximated fair value.

Note 5 - Financial Highlights

The following is a schedule of financial highlights of the Company for the years ended December 31, 20135, 2014, 2013, 2012 and the
period from inception (Movember 22, 2011) through December 31, 2011.
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Per Share/Unit Data:

Met-asset-valueNAV at beginning of period

Results from Operations

Net reabizedinvestiment income (12

Net realized appreciation (depreciation) (' &)

Met unrealized appreciation (depreciation) {1112}
Net increase (decrease) in net assets resulting from

operations

Stockholder distributions 1'%

Issuance of membership units

Issuance of common stock above (below) net
asset-value-(4INAY, net of offering costs (11 4

Impact of stock dividend
Impact of merger transaction

Cap

Other 5

Met-asset-valueNAY at end of the period

Shares/units outstanding at end of period
Weighted average shares/units outstanding

YearEnded  Year Ended  Year Ended

For the Period
from Inception

Year Ended {November 22,

tment income (12

(1) Based on weighted average number of shares of common stock outstanding for the period.
(2) Change in net realized income and net unrealized appreciation (depreciation) from investments can change significantly from peried to
(3) Phaodockholder distributions represent the stockholder distributions declared for the period.

(4)  The continuous issuance of shares of common stock may cause an incremental increase in net-asset-valueNAY per share due to the sale of shares
at the then prevailing public offering price in excess of retassetvatueNAVY per share on each subscription closing date. The per share data was
derived by computing (i) the sum of (A) the number of shares issued in connection with subscriptions and/or distribution reinvestment on each
share transaction date times (B) the differences between the net proceeds per share and the setassetvatueNAV per share on each share
transaction date, divided by (ii) the weighted average shares of common stock outstanding for the period.

(5) Includes the impact of the different share amounts as a result of calculating certain per share data based on the weighted average basic shares

w December December December 2011) through
31,2014 31,2013 31, 2002 December 31, 2011
840 S £.91 886 S 9.02 % .
0.75 0.70 0-650.64 +000.99 0.05
(0.11) = 0.01 001 =
(0.78) (0.89) 0.16 0.08 (0.03)
(0.14) 0.19) 0.81 1.08 0.02

079 ) (870 1 (884 1—
(0.70) {0.70) (0.69) (0.94) ==
— - (0.01) — -
(0.70) (0.70) (0.70) (0.94) =
= = —_ — 9.00
0.21 0.09 (0.06) = e
-- =% = (0.20y e
- = = (0.10) —
0.21 0.09 (0.06} (0.30) 2.00
011 0.29

138 § 8.40 891 886 3§ 9.02
62,382,044 30,967,120 5,396,967 1,289.472 L1
48,838,114 16,022,853 2,648,689 1,151,554 L1111

outstanding during the period and certain per share data bused on the shares outstanding as of a period end or transaction date,
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For the Period from

Year Ended Year Ended Year Ended Inception (November
December 31, December 31,  December 3, 22, 2011) through

2015 2014 2013 2012 December 31, 2011
{dollars in thousands-exeept-pereentases) ]

MetassetvalueMNAVY atend of period  § 491,652 S 260,063 3 48077 S 11423 8 10,020
Average net assels s 400,045 S 142,603 $ 24864 S 10488 10,020
Average Credit FaeilityFacililies § 04973 s R9.846 8§ 9660 § 7231 § 7,500
Ratios to average net assets:
Ratio of total expenses to average net
assets (1 1.23% 5.62% 4.23% T.05% 0.34%
Ratio of total expenses, excluding
interest expense, (o average net assets (' 4.44% 3.29% 2.55% 4.03% 0.18%
Ratio of net investment income to
average net assets 9,12% 7.85% 6.86% 10.81% 0.55%
Portfolio tumover ratio 24.23% 38.30% 49.37% T2.81% —%
Total return 12! 2.14% 2.13% B.47% 10.85% 0.22%

(1) For the yearyears ended December 31, 20135 and December 31, 2014, the Adviser waived base management fees of approximately $0 and $1.8
million, respectively, subordinated incentive fees of approximately 52,6 million and $451,000, respectively, capital gains incentive fees of

approximately $0 and $0, respectively, administrative services expenses of approximately $+-3-milhonandmadeanexpense supportpayment
tevthe if-ulnpuny-ﬂi-S%-?S-{}Dﬂ }-ﬂrilha )rear ended Pecember 34 —?GH iheﬂf}\-lueh-wm»ed brase 1mmtzement-fee-ﬂl-ﬂppfmnmtel\r

memmmmmz U:mIilonmd 51.5 mlllwn mpulmlx. ‘qu made an expen wuppmt
payiment o the Company of 50 and 5328 000, respectively, The ratio is calculated by reducing the expenses o reflect the waiver of expenses and
reimbursement of administrative services and to reflect the reduction of expenses for expense suppont provided by the Adviser in both periods
presented. See Note 9-Related Party Transactions and Arrangements for further discussion of fee waivers and expense support provided by the
Advisers,

(2) Total return is calculated on the change in petassetvalseNAY per share and stockholder distributions declared per share over the reporting
period.

Note 6 = Stockholder Distributions

The following table reflects the cash distributions per share that the Company-has declared on its common stock during the yearyears
ended December 31, 200442015, 2014, and 2013 {dollars in thousands except per share amounts).

Distributions
For the Period Ended Per Share Amount
3 018 § 10,564
3 0.17 § 9,373
5 0.18 § 1,998
5 017 § 6,260
Three months ended December 31, 2014 5 018 5 4,658
Three months ended September 30, 2014 5 0.17 § 3,234
Three months ended June 30, 2014 b 018 § 2,049
Three months ended March 31, 2014 b3 017 8 1,276
3 018 § 143
3 0.17 § 313
5 018 § 356
3 0.17 § 243




Lo the Peeie] Faged Per Share prbseak
Fhree months cnded December 312013 £ s & 743
Fhree mosthe ended September 302013 £ 7 s A3
Fhwgepmenbe ensed B 2013 g [FR R 3 R
v meaths enahed anh 2020 $ o017 5 243

The-following table-reflects-the-cash-distributions-per-share that-the-Company-has- declared-on-tis-commen-stock-during-the-year

Distributions
PeeShre ApEaE
S 15 S 3 247
& (IS S-S 94
5 0H6 5 63
5 0353 § 600

There were-no-distributions - for the period from inception (November 22, 20011y to- December 31200

On December H8-2044:-17, 2015, with the authorization of the Company’s board of directors, the Company declared distributions to its

stockholders for the period of January 20452016 through March 2645.2016, These distributions have been, or will be, calculated based

on stockholders of record each day from January 1, 20452016 through March 31, 26452016 in an amount equal to S0.00191781 per

share, per day-fwhi itk Peeeddisiribation i - : - aert 1 3
(] CPTTT LT

1ald 07 e

o A N 4 e soa nf g

fora-twelve-month-peried). Distributions are paid on the first business day follwingtheonmpleticm of each month to which they relate.

The-following-table-reflects-the stock-dividend-pershare-that-the- Company-has-declared-and-issued-on-its- common-stock:

Brividend Shares
Bate Beelneed Revowd Bt Brividend Bite Pereentnge Fasteed
B R [ Sepresshes BL20HLT 2012 P ] ST

The Company has adopted an “opt in” distribution reinvestment plan for its stockholders. As a result, if the Company makes a
distribution, its stockholders will receive distributions in cash unless they specifically “opt in™ to the distribution reinvestment plan so as
to have their cash distributions reinvested in additional shares of the Company’s common stock.

The following table reflects the sources of the cash distributions that the Company declared and, in some instances, paid on its common




Year Ended Year Ended Year Ended
December 31, 20042015 December 31, 20032014 December 31, 20022013

Distribution Distribution Distribution
Source of Distribution Amount Percentage Amount Percentage Armount Percentage
Net realized income from operations (net 2837
efbefore waiver of base management and 864528,3 =
incentive fees and expense support payment S 3 8% §  F958,615 £71% 5 790795 F343%
Waiver of base management and incentive fees  2:2742,601 208 7842274 4220 204784 2742
o 8% [

Expense support payment from Adviser 328 3— +53328 &3 —153 —B
Prior period net investment income in excess of % % il
prior period distributions declared — — A F— —123 —1

3219 2 = = = =

H24734,1 8551121

Total 5 95 100% % 7 100% § +-08+1,855 100%5

(1) _Includes adjustments made to GAAP basis net investment income fo arrive al taxable income available for distributions, See Note 7
for the sources of the Company’s cash distributions on a tax basis,

The Company may fund its cash distributions from all sources of funds legally available, including Gferirestock offering proceeds,
borrowings, net investment income from operations, capital gains proceeds from the sale of assets, non-capital gains proceeds from the
sale of assets, dividends or other distributions paid to #us on account of preferred and common equity investments in portfolio
companies, fee and expense waivers from its Advisers, and-expesse-suppert payments from the Adviser up to 100% of the Company’s
operating expenses (the "Expense Support Payment"). The Company has not established limits on the amount of funds that the
Company may use from legally available sources to make distributions. The Company expects that for the foreseeable future, a portion
of the distributions will be paid from sources other than net realized income from operations, which may include O-ffestnestock offering
proceeds, borrowings, fee and expense waivers from its Advisers and support payments from the Adviser. Asﬁunhﬂ—é%eumeémSee
Note 9 —_ Refmed Prm; Tran ':f:c.rmﬂ 5 rmdArrangemem ¥5

ineometaxpurpases — Advisory Agreements and Conditional Fee Waiver.

The Company’s distributions may exceed its earnings, especially during the period before it has substantially invested the proceeds from
the-Dfferingsales of common stock. As a result, a portion of the distributions it makes may represent a return of capital for UL.S. federal
income tax purposes. The timing and amount of any future distributions to stockholders are subject to applicable legal restrictions and
the sole discretion of the Company’s board of directors.

Note 7 - Taxable Income

The Company has elected to be treated for U.S. federal income tax purposes asa RIC, Asa RIC, the Company generally will not pay

stockholders cach]asab].c year from mx.able earnings and proftsa&dﬂrhﬂheﬂv—ﬁae—l—emmy—mu&geﬁ&mm_m _quallf yasaRICin

inany t'lxable year, the Company must, among other thm,gs, satisfy certain source—of -income and asset dwemﬁca.non regquirements, In

taxablei Jncomc dc.te:mmcd mlhp_ut regard 1o ﬂuy.;icﬂucmnmm_\mimds_nm.d,m_o.td&r to maintain its RiCstatusability to be subject 1o
to taxation as a RIC (the "Annual Distribution Requirement”), As a part of maintaining its RIC status, undistributed taxable income
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(subject toa 4% excise tax) pertain:'ng to a given taxable year may be di stributed up to 12 months subsequent to the end ofthat taxable

y;:ar_cr_[hcf ling of the federal income m retum for
memwmmwmmmmmwummmm@myw
m—n&n&ﬁ—%hﬁﬁmulmuadﬁmhﬁled*aﬁab&mmuhjtﬂ—m 4r-pondeductible-excise-tax-—sinee-the-Company

e ax-Habilivsuch prior taxable year. In order to avoid-this excise tax, the Company needs to
distribute, duringin respect of each calendar year an amount at least equal to the sum of (1) 98,0% of its net ordinary income (taking into
into account certain deferrals and elections) for the calendar year, (2) 98.2% of its capital gain in excess of capital loss-for-the or capital
capital gain net income, (adjusted for certain ordinary losses) for the one-year period ending Ogtober 31 in that calendar year (or, if we
we so0 elect, for that calendar year) and (3) any net ordinary income and set-capital gain net income for-the preceding yearyears that was
was not distributed durinewith respect to such yearyears and on which the Company paid no ULS. federal income tax-—Mene (the “Excise
“Excise Tax Avoidance Requirement”). For the taxable year ended December 31, 2013, approximately $7,000, or $0.001 per share, of
of the Company's mxable ingome was distributed in 2014, prior to the filing of its federal income tax return for the 2013 taxable yvear, In
3 | i : ion, which was an estimate of the 4% nondeductible
nondeduetible excise tax due; however, uporn ﬁnahnng_thc_(:&nmﬂny_s_.!lm_&dnml income tax_return, none of the cumulative
undistributed taxable income was subject to this 4% nondeductible excise taxtherefore-the SLO00-pavmentmade-with-the extension
wih-be-returned-to-the-Company since the Company made sufficient distributions in order to eliminate an excise tax lability, For the
taxable vear ended December 31, 2014, approximately 59,000, or 50,0019 per share of the Company's taxable income was distributed
distributed in 2015, prior to the filing of its federal income tax return for the 2014 taxable year, and no portion of this amount was
subject to the 4% nondeductible excise tax. For the taxable year ended December 31, 2015, the Company estimated approximately $3.8
53.8 million, or $0.0615 per share, of its taxable income will be distributed in 2016, prior to the filing of'its federal income tax rewirn for
for the 2015 taxable year. As a result, the Company anticipates that it will be subject to a $108,000 nondeductible excise tax forthe 2015
2015 taxable year.

The Company has formed a wlw]lg.r crwned subsidiary, HMS Equ:'ty Holding, H—.{'—which wa*ahas electad to be a taxable emity—{r(he
are ‘pass |hraugh“ crml:cs fur tax purposm M&Sﬂb«@mh is consolidated for-U.5. GAAP reporting purposes, and the
portfolio investments held by it are included in the consolidated financial statements as portfolio investments recorded at fair value, The
Mﬂ%ﬂﬁ%uhﬂdmrypemthﬂmnvtmmWwnkﬁ&%mmequlrﬂmmneémﬂm%mwﬁm&&%

t It is not consolidated with the Company for income tax purposes and may generate income tax expense, or
benefit, and the related tax assets and liabilities, as a result of its ownership of certain portfolio investments. This income tax expense, or
benefit, if any, and the related tax assets and liabilities, are reflected in the Company’s consolidated financial statements.

dmlrtbﬁ.uqns.dmlam_mmmmuﬂg;khpldcxs_tquhc_y_cam_cmimﬂcmnh@jja_lﬂﬁ L)_I&_ami_lm.i_{dml]ﬁram.lhmnsanda;




] ed or pa 3 34195 § 11,217 § 1835
m_ﬂxe_Lannny_ﬂamhluumme_Eomch mund.lsmaslumtu udymmﬁwmmmmmm;ﬂummn

uit o, if any, are reflected in
the Com C.Qmpany 5 Consolldalad Statement_of l;)pcralmm For the years ﬁud.cd Dccclnhcr 31, 2015, 2014 and 2013, the Company
recognized a net income tax (benefit) provision of $127,000, $(3,000) and £5,000, respectively, related to deferred taxes of $(4.4)
million, $0 and S0, respectively, other taxes of $127,000, $(3,000) and $5,000, respectively, offset by a valuation allowance of $4.4
million, S0 and 80, respectively. For the years ended December 31, 2015, 2014 and 2013, the other taxes included $108,000, $1,000 and
20, respectively, related to an accrual for excise tax on the Company's estimated spillover taxable income and 519,000, $(4,000) and
$5,000, respectively, related to accruals for state and other taxes.

Asof December 31, 20135, the cost of investments for fedetal income tax purposes was $904,7 million, with such investments having a
ss unrealized appreciation of $4.7 milli salized depreciation of $56.4 million,

msmmjuigmm_zmmlm ummmm s from historical realized losses on portfolio
investments held by HMSLquny Holdmgclfscthy $(599,000) related to basis differences of portfolio investments held by HMS Equity

_-QHAELL&—L&%&NMMMMM&M%J@M
operating history, mmmg::membclicves itis more likcly than not that there will be inadequate profits in HMS Equity Holding. again,st

snoliude-both areingey-ineeme-and-supiial-psine-but rm-aloo-inclede-qualified-dividends-srrelara-oLonpiish

The following table sets forth the significant components of net deferred tax assets and liabilities as of December 31, 2013, 2014 and
2013 {amounts in thousands):
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3 2,869 3 = & =
2,143 = =

5012 = =

(599) = =

(599) — -

(4,413) = =

8 — = & =

manner in which HMS Equity Holding will utilize any net loss carryforwards in such taxable years, or in total, may be limited in the
future under the provisions of the Code.

The determination of the tax attributes of the Company”s distributions is made annually at the end of the Company s taxable year based
upon the Company’s taxable income for the full taxable vear and distributions paid for the full taxable year. The actual tax

after the close of each calendar year on Form 1099-DIV,

For the years ended December 31, 2015, 2014 and 2013, respectively, the tax chamcieristics of distributions paid to.
as follows,

100.00% 100.00% 100002

Dividends from net investment income and distributions from net realized capital gains are determined in accordance with U, S, federal
tax regulations, which may differ from amounts determined in accordance with GAAP and those differences could be material, These

ondeductible excise tax, have no impact on net assels,
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Note 8 — Supplemental Cash Flow Disclosures

Listed below are the supplemental cash flow disclosures for the years ended December 31, 26442015, 2014 and 2013 and-2642(dollars
in thousands):

Supplemental Disclosure of Cash Flow Year Ended Year Ended Year Ended Fear-Ended

Information December 31, December 31, December 31, Pecember 3
Interest Paid $ 9877 § 2,795 § 02 8 R
Taxes Paid 5 8l § 1§ 6 5 —

Supplemental Disclosure of Non-Cash
Flow Information

Stockholder distributions declared and 5 LT § 1,760 § 295 8 b3
Stockholder distributions reinvested 5 16939 % 4,630 % 429 8 [
Change in unpaid deferred offering costs b3 1281 § 1,302 8 1,161 8 2423
Unpaid deferred financing costs b 0 % 1 s — 3 —
- — & — 4 2250
) — 3 — & 2250

Note 9 — Related Party Transactions and Arrangements
Advisory Agreements and Conelitional Fee Waiver

Asdescribed in Note | — Principal Business and Orgcmummi the husmeqs ofthe Cumpany is managed by IheAdwser(an affiliate of
Hines), pursuant to the Invesiment Advisory Agreement-th ., This
agreement states that the Adviser will oversee the management of the Company’s acnwtles and is responsible for makmg investment
decisions with respect to, and providing day-to-day management and administration of, the Company’s investment portfolio.
Additionally, the Adviser has engaged the Sub-Adviser pursuant to the Sub-Advisory Agreement to identify, evaluate, negotiate and
structure the Company’s prospective investments, make investment and portfolio management recommendations for approval by the
Adviser, monitor the Company’s investment portfolio and provide certain ongoing administrative services to the Adviser in exchange
for which the Adviser will pay the Sub-Adviser fifty percent (50%) of the base management fee and incentive fees described below as
compensation for its services, n-additionas of December 312004 and-Becember S 2003 the Company-owied zero-and three.
respestively-investments-with-respeetto-whieh-the Sub-Adviser-provides-servieing:

Pursuant to the Investment Advisory Agreement, the Company pays the Adviser a base management fee and incentive fees as
compensation for the services described above. The base management fee is ca]cu]ated at an annual rate of 2% of the Company’s
average gross assels, Thebasemanag Heedspayable quarterhyinarrears—anddsThe term “gross assets™ means total assets of the
Company as disclosed on the Company's balance sheet, "Average gross assets” are calculated based on the average-value-ofthe
Company=~'s gross assets at the end of the two most recently completed calendar quarters. The base management fee is payable quarterly
in arrears, The base management fee is expensed as incurred.

The incentive fees consist of two parts. The first part, referred to as the subordinated incentive fee on income, is calculated and payable
quarterly in arrears based on pre-incentive fee net investment income for the immediately preceding quarter. The subordinated incentive
fee on income is equal to 20% of the Company's pre-incentive fee net investment income for the immediately preceding quarter,
expressed as a quarterly rate of return on adjusted capital at the beginning of the most recently completed calendar quarter, exceeding
1.875% (or 7.5% annualized), subject to a “catch up” feature (as described below).

For this purpose, pre-incentive fee net invesiment income means interest income, dividend income and any other income (including any
any other fees such as commitment, origination, structuring, diligence and consulting fees or other fees that we receive from portfolio
companies) accrued during the calendar quarter, minus our operating EXpEnses for the quarter t1nc]udmgthe management fee expenses
_payable under any proposed administration agreement. il ed

ng preferred stock, but excluding the incentive fee), P
investments with a deferred interest feature (such as original issue dlscoum debt 1nstn1mem.s and PIK lmerest and zero coupon
securities), acerued income that we have not yet received in cash. Pre-incentive fee net investment income does not include any realized
realized capital gains, realized capital losses or unrealized capital appreciation or depreciation, For purposes of this fee, adjusted capital
capital means cumulative gross proceeds generated from sales of the Company's common stock (including proceeds from the
Company’s distribution reinvestment plan) reduced for non-liquidating distributions, other than distributions of profits, paid to the
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Company’s stockholders and amounts paid for share repurchases pursuant to the Company’s share repurchase program. The
subordinated incentive fee on income is expensed in the quarter in which it is incurred.

The second part of the incentive fee, referred to as the incentive fee on capital gains, is an incentive fee on realized capital gains earned
from the portfolio of the Company and is determined and payable in arrears as of the end of each calendar year (or upon termination of
the Investment Advisory Agreement). This fee equals 20.0% of the Company s incentive fee capital gains, which equals the Company’s
realized capital gains on a cumulative basis from inception, calculated as of the end of each calendar year, computed net of all realized
capital losses and unrealized capital depreciation on a cumulative basis, less the aggregate amount of any previously paid capital gain
incentive fees. At the end of each reporting period, the Company estimates the incentive fee on capital gains and accrues the fee based
on a hypothetical liquidation of its portfolio. Therefore the accrual includes both net realized gains and net unrealized gains (the net
unrealized difference between the fair value and the par value of its portfolio), if any. The incentive fee accrued pertaining to the
unrealized gain is neither carned nor payable to the Advisers until such time it is realized,

As-diseussed-above;On May 31, 2012, the Company and the Advisers entered into the Conditional Fee WaiverAgreemeniconditional
fee waiver agreement and subsequent amendments, pursuant to which, for thea period from June 4, 2012 to December 31, 2013, the
Advisers agreed-tecould waive all fees upon the occurrence of any event—which that, in the Advisers’ sole discretion, is deemed
necessary, including, (but neither-imited-to-nemot automatically triggered by), the Company’s estimate that a distribution declared and
payable to its stockholders during the fee waiver period represents, or would represent when paid, a return of capital for U.S, federal
income Iax purposes F&nher—l-heegreemem-eﬁmmsme Compauy refers o this ccndirional fee waiver agreement as amended from

aﬁﬂfﬁ’-‘&l‘-ok dur.l <||J:~u|u te discretion of thE“.—Bﬂ‘Iﬁﬂ'ﬂy—ﬁ I:u:mrd of dtrcctcrs in fururc permds previously waived fees ma:.' be paid to the
Advisers, if and only to the extent that the Comparsy’s-cumulative net increase in net assets resulting from operations exceeds the
amount of cumulative distributions paid to stockholders. The previously waived fees are potentially subject to repayment by the
Company, if at all, within a period not to exceed three years from the date of each respective fee waiver.

e":leﬁd—mg!&'hlﬂh@:&lmdcd thc |crm of the fee W wawcr 34-I+M$sa¢ul1msp¢fm1hn Advisersfees through December 31,2014, The terms
of the fee wawer

expired Qn_Dcc_cmbcI 3 1, 2013 (gx;ml_wlrlucspcgj 1o the sub-c:rdmslcd incentive Feefc_r.:s on income gﬂyab,lc forthe pcncd October 1
2014 through December 31, 2014, totaling approximately $226.000.45 1,000, which the Sub-AdviserAdvisers agreed to waive).

On April 15, 2015, the Company and the Advisers agreed to a further amendment (the "2015 Fee Waiver Amendment") to the
Conditional Fee Waiver Agreement. Under the 2013 Fee Waiver Amendment, the Advisers have agreed to extend the term of the fee
waiver with respect to our Adviser through December 31, 2015, The terms of the fee waiver were not extended with respect to the Sub-
Adviser (except for the subordinated incentive fee on income for the period January 1, 2015 through December 31, 2013, totaling
approximately $2.6 million, which the Advisers agreed to waive). The Adviser has no obligation to waive fees pursuant to the
Conditional Fee Waiver Agreement after December 31, 2015 unless the fee waiver period is further extendead,

In a separate agreement between the Adviser and the Sub-Adviser dated April 15, 2015 and effective January 1, 2015, the Sub-Adviser
agreed to conditionally reimburse the Adviser for 50% of the fees waived each quarter in 2015, up to 200,000 in total waived fees per
quarter, If the total amount conditionally reimbursed by the Sub-Adviser in 2015 is less than both (i) 50% of the fees waived by the
Adviser for 2015 excluding any previously reimbursed amounts and (ii) 400,000, then the Sub- Adviser shall reimburse the Adviser, in
connection with the payment of management fees to the Sub-Adviser for the fourth quarter of 20135, the difference between (A) 50% of
the fees waived by the Adviser for 2015 excluding any previously reimbursed amounts minus (B) any amounts conditionally reimbursed
by the Sub-Adviser in 2015, up to a maximum of $400,000 of total conditional reimbursements by the Sub-Adviser.

r;_u ms..cqua t_:_q_nr_l_gss_l_hm:. .th;_aps:mung_cxp;ps.uam__a;_lhn ;lms_.llle___c:gu_mesp;:-nd_mgfm:s_ mcj:c_mmdﬁnd_.l[mc_an l].'LkalLZC‘ﬂ___l‘_aIQ_Df
regular cash distributions to stockholders is equal to or greater than the annualized rate of the regular cash distributions at the time the
corresponding fees were waived,

For the years ended December 31, 2013, 2014, and 2013, and-2042-the Company incurred base management fees of approximately
£15.5 million, $5.6 million; 5779000 and $232.000.779,000, respectively, capital gains incentive fees of approximately $0, $5:0060 and
and $3.000.5,000, respectively, and subordinated incentive fees on income of $45H-000,502.6 million, $451,000 and $123,000.0,
respectively. For the years ended December 31, 2015, 2014, and 2013, and-2042-the Advisers waived base management fees of S0,
S1.8 million$779.600 and $232.000:779,000, respectively, and capital gains incentive fees of 80, $5:000-and-53-000:0 and 55,000,
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respectively, and subordinated incentive fees on income of $451.000-80-and 5123000 respeetively—2,6 million, $451,000 and S0,
respectively, Accordingly, net of fee waivers, the Company paid base management fees of $15.5 million, $3.8 million and 50,
respectively, and paid no capital gains incentive fees or subordinated incentive fees on income for the years ended December 31, 2015,
2015, 2014, and 2013,

For the years ended December 31, 2044204320135, 2014 and 2642:2013, the Company did not record an accrual for any previously
waived fees. Any future reimbursement of previously waived fees to the Advisers will not be accrued until the reimbursement of the
wawad fees become pm'bable and estimable, which will be upcm appruvnt of the Company s board {:f directors. Addmﬂﬂnll»y—lhe

Wmmq%wﬂnbeé—hﬂw—ﬂumu&nﬁeﬂe—#&www#qf mresb et Sl Adv e Aoereemento the Conpaneis

Fedtiired-to p.w aF re!mlmhethe—ﬁdwwen foradmiistrative servieesex pen-uh wlm h uh_hideall costsand e&pen-ae«. related-er-the-day-

s through December 31 2014 The waiver of the reimbursement of administrative services expenses-is not subjectto-future To

A
Kpeh t

date, none of the previously waived fees have been approved by the board of directors for reimbursement.

FeHHOH SO RO O HETRR SO OXPERSO SIS HOTSEDY

On November 11, 2013, the Company entered into an Expense Support and Conditional Reimbursement Agreement (the “2013 Expense
Reimbursement Agreement”™) with the Adviser. Under the 2013 Expense Reimbursement Agreement, until December 31, 2013 ora prior
date mutually agreed to by both parties, the Adviser agreed-towill pay te-the Company up to 100% of the-Company’sits operating
expenses (the “Expense Support Payment”)_in order to achieve a reasonable level of expenses relative to its investment income (the
"Operating Expense Objective"). Operating expenses are defined as 2013 third party operating costs and expenses incurred by the
Company under generalby-aeeepted-accounting-prineiplesGAAP for investment management companies. Ay The Company's board of
directors, in its sole discretion, may approve the repayment of unreimbursed Expense Support Payments pate-by-the- Adviserare subjeet
te-eonditional reimbursement-by-the-Company(a "Reimbursement Payment") upon a determination by the board of directors ef-the
Comparry-that the Company has achieved aressonabledevel of expensesrelative-to-dts-investmentineome-Amy-repayment-of Expense
Supper-Paymentswill-be-madethe Operating Expense Objective in any quarter following receipt by the Company of an Expense
Suppon Payment, Under the 2013 Ea;pense Reimbursement Agreement, any unreimbursed Expense Support Payment may be
determined. Any L v.puw. Support Payments that remain unreimbursed three years after such payment Mng,p_ﬁ;nngu,c_nny_w_a;xgd

Pursuant to the terms of the 2013 Expense Reimbursement Agreement, for the vear ended December 31, 2013, the Adviser made an
Expense Support Payment of $153,000 to the Company-ef5453.000-,

On December 30, 2013, the Company and the Adviser agreed to an Expense Support and Conditional Reimbursement Agreement,
which was subsequently amended on March 31, 2014, June 30, 2014 and September 30, 2014 (as amended, the "2014 Expense
Reimbursement Agreement"). Under the 2014 Expense Reimbursement Agreement, until December 31, 26442014, or a prior date
mutually agreed to by both parties, the Adviser, at its sole discretion, will pay to the Company uﬁ%%@ﬂthe—é&mpﬂny—qmmg
expenses—(an—"an_Expense Support Payment™}; in order ﬁﬂr—%he—@ﬁmpﬂﬁy—tu achieve u—feu'rﬂﬂuhle—tewl—ﬁf—e*pemﬂﬂl-mwe—wﬂh
investimentineome{the "the Operating Expense Objectivey: g, Operating
expenses are defined as third party operating costs and expenses incurred by the Company between .lanuary 1, EDM and December 31,
2014, under Wﬂh‘ﬂeﬁp&dﬁe&ﬁﬁﬁhﬂg—ﬁﬁhﬂfﬂ&w for mves.tment managemem cnmpﬂnles The Beardboard of directors, in its
sole discretion, may approve . “a_Reimbursement Payment™y upon a
determination by the Beardboard ofdmors that the Company has achleved the Operatmg Expense Obijective in any quarter following
receipt by the Company of an Expense Support Payment. Under the 2014 Expense Reimbursement Agreement, any unreimbursed
Expense Support Payment may be reimbursed by the Company within a period not to exceed three years from the date each respective
Expense Support Payment was determined, but only after any Expense Support Payment amounts have been reimbursed under the 2013
Expense Reimbursement Agreement. Any Expense Support Payments that remain unreimbursed three years after such payment will be
permanently waived. The 2014 Expense Reimbursement Agreement may be terminated by the Company at any time, and shakwill
automatically terminate upon termination of the Investment Advisory Agreement or upon its liquidation or dissolution-af the Company.
Wﬂ%ﬂe&%&%%ﬂ&%ﬁﬁmﬁmgﬂﬂe&mﬁmﬁuﬁm%ﬂem%mm

WWWMM&G&WMMW&W
FrisrepmeSppport-Dieent ol S 3300 bt was e e 20

OnApril 15, 2015, the Company and the Adviser agreed to amendments to the 2013 Expense Reimbursement Agreement and the 2014
2014 Expense Reimbursement Agreement, in which reimbursement of Expense Support Payments made under the 2013 Expense
Reimbursement Agreement and the 2014 Expense Reimbursement Agreement will be made in accordance with and subject to the 2015
2015 Fee Waiver Amendment, Per the 2015 Fee Waiver Amendment, reimbursements of waived fees in calendar year 2015 and beyond
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beyond will be determined quarterly. Thus, in any quarter where a surplus exists, that surplus will be available, subject to approval of
the Company's board of directors, to reimburse waived fees and Expense Support Payments as follows:

1. First, to reimburse waived fees related to any preceding calendar quarter(s) within the same calendar year;
2.__Second, to reimburse 2013 Expense Support Payments;

3. Third, to reimburse 2014 Expense Support Payments;

4, Fourth, to reimburse waived fees related to prior years, beginning with the earliest year eligible for reimbursement

The table below presents the fees and-expenses-waived by the Advisers and the timing of potential reimbursement of waived fees
(dollars in thousands). Previously waived fees will only be reimbursed with the approval of the Company's board of directors and if the
"eperatinsespense-ratieOperating Expense Ratio” (as described in footnote 43 to the table below) is equal to or less than the Company's
operating expense ratio at the time the corresponding fees were waived and if the annualized rate of the Company's regular cash
distributions to stockholders is equal to or greater than the annualized rate of the Company's regular cash distributions at the time the
corresponding fees were waived.

AmoentofFee Advisons Right toReceive Admiistrative  Opereting
Waivers pnd Heinbursenwent of ExpenseRatio
Suppert antd Expense Support {in Fee
Perhnl Bnded Pavments-tin Payvmentsi2) thousandsi3) Wuiversi$t MWaiversi3)
June 32002 Bt e 30-201S 525 A R
Sepderibues 2202 whA Spbeirdier S 24HE Ay ATy ok
December 32012 S157 Pecember 34,2005 284 2.90% T4
Aelarch A4 2HHG Sid Mareh o2tk I A R
BT Y Al s L2 AR At Tk
Seplenther 3202003 BRIt Seprember 3200 w4 A2t AT
Drevember 3 20bE b Precamber 3 20 AW [ TEHE
Sk A 20 S Mbarch 20T pas] Lt AR,
Aune 3 24 S554 June 302047 385 2 T
December 32014 £509 Brecember 31,2047 2 el T
T —
6302012 § 318 — & 188 =g =t — i | =i
2302012 § 0 WE =§ RNE = & i =3 =i
123120128 1048 — & 338 - =t —p —
312013 § BME —f =% =8 =% — =3
SR0013 8 LEE =% =% =% =% — =i
2002013 8 2WE =% =& =% =% =32 =i
123120138 33MWE —§8 =% =& 3% =& 133
IR0 8§ MEE =E =& =8 =& =¢§ =1
602014 § i =% =& =§& =32 — =i
20302014 § RAE =% =% =§%8 =i =& H8F
123120145 1488 =% 4518 =35 =8 = i =i
2013 § = =& Mihk =2 =2 = & ="
02015 8§ = =a S =2 =i = & =
2302013 8§ = = s =k = = —
126180158 = =5 LB -t =Ff =1 =i
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(1) Fees waived pursuant to the Conditional Fee Waiver Agreement and Expense Support Payments pursuant to the 2003 and 2014 Expense
Reimbursement Agreements,

(2) Subject o the approval of the Company’s board of directors, in future periods, previously waived fees may be paid to the Advisers, if the

Company s cumulative net increase in net assets resulting from operations exceeds the amount of cumulative distributions paid to stockholders.

The previously waived fees are polmtlal ly subjm:t tompaymcnl by the Compan)'. |fata|l within a period not to exmd lhrec:ﬂ:ars from the date

of each respecnv\e fee waw&r

#gmmma.— To dale, none of the previously waived fees and Expense Support Payments have been approved for reimbursement by the
Company's board of dircctors.
m_ﬂle_‘ﬂpmmgfmpmmuﬂ_mmm la;&d_maqumﬂx_basu as percentage. niaxﬁ:age net asse m_a!mnc]udmaﬂ_cmnmgmm
xcepl for base manageme

N[HENSES ¥ rganizational and offering

_mg_ enses, For the quaner ended December 31, 2013, expenses have been reduced by $153,000, the am 0ﬂhmuMym_

received in 2013 from the Adviser. For the quarter ended Seprember 30, 2014, ¢ : been reduced | 000, whicl I}
thmmn was received from the Adviser on October 30, 2014,

(41 “Annualized lelllhl.lllﬂn Rate” equals $0.001921781 per share, per day, “Annvalized Distribution Rate” does not include the special stock

dividend paid to stockholders on September 14, 2012 and was based on the Company's offering price per share as of the final day of the quarter.

Pursuant to_the Investment Advisory Agreement and Sub-Advisory Agreement, the Company is required to pay or reimburse the
Advisers for administrative services expenses, which include all costs and expenses related to the Company's day-to-day administration
and management not related to advisory services. The Advisers do not earn any profit under their provision of administrative services to
Il.l.e Company, For the years ended December 31, 2015, 2014 and 2013, the Company incurred, and the Advisers waived the

ad ¢ $2.0 million, $1.5 million and 1.0 million, mpt.un ely. The
Advisers have agreed to waive the reimbursement of administrative services expenses through December 31, 2015, The waiver of the
reimbursement of administrative services expenses is not subject to future reimbursement.

The table below presents the administrative services expenses waived by the Advisers (dollars in thousands).

Administrative Services
s Waers  Repaldtoadviser RCjfBERjESSE
630202 8 = = 135%
930202 $ 1295 = 197%
1231202 $ 2845 = 2.96%
B0 2§ = L86%
6302013 25 = 136%
9302013 24 s = 1.22%
12312013 $ 295 = 0.49%
3312014 S 3295 = 1.28%
6302014 355 = 1.28%
9302014 $ s = 1.23%
12312014 § 412§ = L70%
B2 s &7 - L78%
6302015 4s0s = 169%
930205 § 5178 & 201%
2312015 603 § i 227%

(1) The “Operating Expense Ratio” is calculated on a quarterly basis as a percentage of average net assets and includes all expenses borne by the
Company, except for base management and incentive fees and administrative expenses &mxmihyjhpﬁd(mmm.orgpnnmaland_ni&ung

dividend paid to stockholders on Seplember 14, 2002 ; anr.l Was hﬂsed on the Company’s offering price per share as of the last day -u[i.he quarter,
(3} The Advisers have agreed to permanently waive reimbursement by the Company of administrative expenses through December 31, 20442015,
The administrative expenses are waived on a guarterly basis and are not eligible for future reimbursement from the Company to the Advisers.




As discussed in Note 2 - Basis of Presentation and Summary of Significant Accounting Policies - Organizational and Offering Costs, as
of December 31, 20442015 and December 31, 2043.2014, the Adviser and Sub-Adviser have incurred approximately $6.810,1 million
and 54368 million, re%pactwely, of Offeringoffering costs on the Cﬁmpany s behalf. On-Muay 32042 the Company-has recorded-a
lue-to-atfiliate- Habiliy-and-capitalized-the-deferred Offeringcosts-as-it-isAl the time of the execution of the Investment Advisory
Agreement and Sub Adwso::,rhgreemem on May 31, 2012, it was expected that the Company witwould raise sufficient capital that i
wih-berequiredwould require the Company to reimburse the Advisers for these costs, therefore the Company recorded a due to affiliate
liability and capitalized the deferred Initial Offering costs. As of December 31, 2844:2013, the balance of the due to affiliate liability
was $2:41,1 million, On a regular basis, management reviews capital raise projections to evaluate the likelihood of the capital raise
reaching a level that would require the Company to reimburse the Adviser for the ©fferingoffering costs incurred on the Company’s
behalf. Based on the $6:810,1 million of offering costs incurred by the Advisers through December 31, 2044.201 5, the Company would
have to raise approximately $453.3675,0 million to be obligated to reimburse the Advisers for all of these offering costs. Commencing
with the Company’s initial closing, which occurred on September 17, 2012, and continuing with every closing thereafter, 1.5% of the
proceeds of such closings will be amortized as a charge to additional paid in capital and a reduction of deferred offering costs, until such
asset is fully amortized. As of December 31, 2044201 5, approximately $4.49,0 million has been amortized. The Company expects to
reimburse the Advisers for such costs incurred on its behalf on a monthly basis up to a maximum aggregate amount of 1.5% of the gross

Offeringstock offering proceeds,

The table below outlines fees incurred and expense reimbursements payable to Hines, Main Street and their affiliates for the years ended
December 31, 28442015, 2014 and 2013-and-2042 and amounts unpaid as of December 31, 2015 and 2014 and-2043-(dollars in
thousands).

Incurred Unpaid as of
Year Ended  Year Ended  Year Ended  Decembe

December  December December r ‘11 m .-_3}!

Type and Recipient 3, i1, 31,

Base Management Fees (1) - the Adviser,  § 15,54] § 3,755 & — 5 —_ $ 4,521 § 2.080 S —
Incentive Fees an Income (1) - the Adviser, — —; = — = —
Capital Gains Ineentive Fee (1) - the — — e == = - —
Offering Costs - the Adviser, Sub-Adviser  2.4953,309 2,495 1792 2529|792 2388),1 2388 3600
Expense Support from Adviser+42) @ (328 £220) —{(153} = = &7
Other (32) - the Adviser 402463 402 S 393340 6295 62 24
Tt ont bopenae — Mo Shoeb sl Ui - — i — —
t@mwgemmmr—hm&m&m — — 5 = =
Selling Commissions - Dealer Manager 1553817, 15,538 2531 762,531 = = &
Dealer Manager Fee - Dealer Manager 74378,210 1437 s 331,195 =] = £
Due to Affiliates 55723 § 453008 3FH

(1) Net of amounts waived by the Adviser-and-Sub-AdviserAdvisers,

(2) EB+Includes amounts the Adviser paid on behalf of the Company such as general and administrative services expenses.
Note 10 - Share Repurchase Plan

The Company cr:mdul:ts quanerly tenderoffers pursuant to its share repurchase program. Underthe terms of rhe plan, the Compan}r will

date. The Companycurrently limits the numbcr ofshﬂrcs tobe rcpurchascd (i) during any calendar year to the proceeds it receives fmm
from the issuance of shares of its common stock under its distribution reinvestment plan during the trailing four quarters and (ii) in any
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any calendar quarter to 2.5% of the weighted average number of shares of common stock outstanding during the trailing four quarters,
quarters. At the discretion of the Company’s board of directors, the Company may also use cash on hand, cash available from
borrowings and cash from the sale of investments as of the end of the applicable period to repurchase shares. The Company's board of
directors may amend, suspend or terminate the share repurchase program upon 30 days® notice. The Company’s first repurchase date
was October 1, 2013, Since inception of our share repurchase program, the Company funded the repurchase of $462:6063.1 million in
in shares. For the years ended December 31, 20042015 and 2643:2014, the Company funded approximately $3.0 million and $158,000
S158,000-and 540040 respectively for shares tendered for repurchase under the plan approved by the board of directors. Since inception
inception of the share repurchase program, the Company has funded all redemption requests validly tendered and not withdrawn.
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Repurchases of our common stock pursuant to our tender offer are as follows:

Ended

September 30, 2013 = = 100% § — =
December 31,2013 12312013 395 100% 8.89 3,312
March 31,2014 33112014 1,667 100% 8.85 14,753
June 30, 2014 6/30/2014 2,763 100%; 8.87 86,508
Sepiember 30, 2014 J30:2014 5,093 100% 8.82 33,740
December 31, 2014 12/17/2014 340 100% 8.51 2,693
Mareh 31,2013 3(2502015 33,842 100% 8.54 289,011
June 30, 2015 6/2412015 32,799 100% 871 439,879
September 30, 2015 9232015 82,165 100% 8.48 696,759
December 31, 2015 12/23/2015 191,534 100% 188 1,509,288

— 316398 § 56

Note 11 = Commitments and Contingencies

At December 31, 2015, the Company had a total of approximately $34.1 million in outstanding commitments comprised of (i) 14
commitments that had not been fully called, The Company recognized unrealized depreciation of $79,000 on the outstanding unfunded
loan commitments and unrealized depreciation of 514,000 on the outstanding unfunded capital commitments during the year ended
é_':ﬁi;t:inééd_o_f_(il four commitments fo fund revolving loans that had not been fully drawn or term loans that had not been funded and (ii)
one capital commitment that had not been fully called. No unrealized appreciation (depreciation) was recognized on the outstanding
commitments and contingencies during the year ended December 31, 2014,

Note 12 — Subsequent Events

From January 1, 28452016 through Febeary28 2045 March 4, 2016, the Company has raised approximately $64-310.8 million in the
the public-effering-Offering including proceeds from the distribution reinvestment plan of approximately 55.8 million. During this
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period, the Company-has funded approximately S432.865.3 million in investments and received proceeds from repayments and
dispositions of approximately $4+2:326.1 million.

reeovery-ofthe-amounisborrowed: 19, 2016, February 3, 2016, and February 17, 20186, the (‘mnpunydccrcnscd its public offering price
er share fo 58,8 and 58,5 eetive ich was effective as of the lose on J

éeﬁowmg—eaﬁaeﬂyuhmhmmased}hc_mm]m commitments to $200385 million, —N-e—e#her—&emls—emmhﬁemeﬁe—medrﬁed—aﬁ-&

On February 42-2645:16, 2016, the Company filed a tender offer statement on Schedule TO with the SEC, to commence an offer by the
Company to purchase, as approved by the Company's board of directors, 400:571-321,220,952 85 shares of the Company's issued and
outstanding common stock, par value 50.001 per share, The offer is for cash at a purchase price equal to the retassetvalueNAV per
share to be determined within 48 hours of the repurchase date,

Note 13 - Quarterly Financial Data (UNAUDITED)

The following table presents selected unaudited quarterly financial data for each quarter during the years ended December 31,
20042015, 20014 and 2013 and-2042(dollars in thousands except per share and-perunitamounts):
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Quarter Ended

September 30, December 31,
March 31, 2014 June 30, 2014 2014 2014
Total interest income 5 1,661 % 3210 % 5647 § §.695
Net investment income M 824 % 1,845 % 3673 § 4,855
Net realized gain (loss) from invesiments é 69 3 B2 & 65 ¢ (196)
Met unrealized appreciation (depreciation) 5 228 % 44 5 (1.900) 5 (12.586)
Met increase (decrease) in net assets resulting from operations 5 1,121 § 1,971 % 1838 § (7.927)
Net investment income per share/unit — basic and diluted H 011 8 0.16 3 0.20 3 018
Net inerease (decrease) in net assets resulting from operations
per share/unit — basic and diluted 015 § 0.17 § 0.10 § (0.30)
Quarter Ended
September 30, December 31,
March 31,2013 June 30, 2013 2013 2013
Total interest income b 392 % 559 % 0B § G0
Met investment income 5 101 5 207 % 498 § 06
Net realized gain from investments 3 — i - — 23
Met unrealized appreciation (depreciation) 5 207 % (69) § 250 § 33
Net increase in net asseis resulting from operations S e 8 232 % T48 % 865
Met investment income per share/anit — basic and diluted b 007 % 0.15 % 0.17 % 019
Net increase in net assets resulting from operations per
sharesst — basic and diluted 5 022 % [ -1 026 § 021
Ouarter knded
March-34; September30;  Becember3i;
2012 June-30-2042 2012 212
H5 8 4o & 464 3 A4
I 23E o 262 & 262
_ _ 2

15508 2 8 33 % &9

Jud 269 % 307 S s

0340 5 624 823 8 B2

] 024 5 (TR e
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Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholders
HMS Income Fund, Inc.

We have audited in accordance with the standards of the Public Company Accounting Oversight Board (United States) the consolidated
financial statements of HMS Income Fund, Ine. (a Maryland corporation) and subsidiaries (the “Company ™) referred to in our report dated
March 32045:11, 2016, which is included in the annual report on Form 10-K. Our audits of the basic consolidated financial statements
included the financial statement schedule listed in the index appearing under Item 15(b), which is the responsibility of the Company’s
management. In our opinion, this financial statement schedule, when considered in relation to the basie consolidated financial statements
taken as a whole, presents fairly, in all material respects, the information set forth therein.

/s/ GRANT THORNTON LLP

Houston, Texas

March 3204511, 2016
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Schedule 12-14
HMS Income Fund, Inc.
Consolidated Schedule of Investments in and Advances to Affiliates
Year endedEnded December 31, 2014 2015

(dollars in thousands)
Amount of Interest
or Dividends December 31, Girnss Gross December 31,
Credited to 232014 %ﬂs Deletions 2044-2015
Company Investments (1) Income (2) Value i) Value
Control Investmenis
GRT Rubber LIBOR Plus 9.00% (Floor
‘Technologies, LLC 1.00%8), Current Coupon
10.00%, Secured Dbt -] 30932 § — & BO%6 § = § (280} § &O86T.800
Commen-StoukMember Units — —0435 L239 — 64357074
Total Control  $ 30932 % — § 14521 § 1239 § {280} $44.52415.480
Alfiliate Investments
AFG Capital Group, 11.00%% Secured Debt
LLC L] 3035l % — ¥ 1,596 § L1601 § - §  3963,197
g seekMember Units — — 30 205 — 300505
‘Warrants {10 equivalent shares) —_ —65 S8 — 65123
w LP Interests (Fully diluted 6.6%) i
- - 4,755 4,755
Fund 111, LP - = 2077 = 2,077
HW Temps LLC
secured Db 131 = 2430 = 2430
Member Units (800 shares) = = 986 = 986
MLIL Corbin LLC 10.00% Secured Debt 121 = 3467 = 3467
Member Units (1,000 shares) = = 1,500 = 1,500
Mystic Logistics, Inc. 1 2.00%% Secured Deb 313 —2,427 = —{66) 2:42332,361
Common Stock (1,468 shares) —13 —GR0 812 6801492
Soft Touch Medical 1 2.00% Secured Deb
Holdings, LL.C 26168 — 1471 — —{64) 471,402
Common-SiockMember Units —87 —48Ss 123 — ##551,008
Total Alfiliate $ 81204 3 =] 7424 §  1E014 5 —{135) § F42425303

This schedule should be read in conjunction with HMS Income Fund's Consolidated Financial Statements, including the Consolidated Schedule of
Investments and Notes to the Consolidated Financial Statements,

(1) The principal amount, the ownership detail for equity investments and if the investment is income producing is shown in the Consolidated Schedule
of Investments,

(2) Represents the tolal amount of interest, fees or dividends credited to income for the portion of the year an investment was included in Control or
Affilinte categories, respectively, For investments transferred between Control and A ffiliate categories during the year, any income related to the time
period it was in the category other than the one shown at year end is included in "Income from investments transferred from Control during the year”
or "Income from investments transferred from Affiliate during the year”,

(3) Gross additions include increases in the cost basis of investments resulting from new portfolio investment, follow on investments and accrued PIK
interest, and the exchange of one or more existing securities for one or more new securities. Gross Additions also include net increases in unrealized
appreciation or net decreases in unrealized depreciation as well as the movement of an existing portfolio company into this category and out of a
different category.

(4)  Gross reductions include decreases in the cost basis of investments resulting from principal repayments or sales and the exchange of one or more

existing securities for one or more new securities. Gross reductions also include net inereases in unrealized depreciation or net decreases in unrealized
appreciation as well as the movement of an existing portfolio company out of this category and into a different category,
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APPENDIX A: FORM OF SUBSCRIPTION AGREEMENT
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APPENDIX A-1

SUBSCRIPTION AGREEMENT FOR SHARES OF HMS INCOME FUND, INC.
Wb Income Fund
FOLLOW-ON OFFERING

© YOUR INITIAL INVESTMENT Make all checks® payable to: HMS Income Fund, Inc
= Cash, cadiier s checks'affictal bank checks, temporary checks, foreipn checks. money orders, thivd party checks. or travelers checks are ol accepted

It mant Amount § Ointttal Purchase
Mhs Ly irmkcsaman & 32 5000 [ Subaamuent Purchase

LI A Rights of Accumulation Please Ink the tax identtication numbers or account nurmbers lsted below for rights of socumukation orivilsges, a0 that
this anc futurs purchases wil recava any discourt for which thay ana aligibk

Taee IDVSEM of Account Mumoar Tax ID/SEM or Ascount Numbor Tax IDVESN or Account Numba:

[ B. Net Commission Purchase
Fhamaa chack this box §you sra allgibks for 2 et Commission Purchase., See prospectus for detas to detarmning 1 you qually,
Designate purchase type: [ oo Basod Purchase men D Financial Advisos Purchase ss IR Purchaze sa

@) OWNERSHIP TYPE Seiect anly omel

Non-Custodial Account Type Third Party Gustodial Account Type

BROKERAGE ACCOUNT NUMBER Customan Accoust Mumess
[ INDhiDUAL OR JOINT TEMAMT WITH RIGHTS OF SURVIVORSHIP CJIRA

1 Teansree on DEsTH Opiional desigmmtion. Not avallable for [ RoTH IRA

Lowigana o Prero Reo restdenis. See Seetion 300 [ISEP IRA

[T TENaNTS 1N COMMON C SmeLe IRA
[ ComMmaunmy PROPERTY Oomes
[ Unirorm GIFT/TRANSFER TO MINORS

State of CUsTOOIAN INFORWATION (To be completed by Custodiar
[ PENSION PLAN fuciude Certification of Investment Powers Form CUETODMN NAME
[ TRUST hrelude Certification af Irve stment Povwers Form -

CastoDey Tax 0 #

[ CorroraTioN / PARTNERSHIF / OTHER

Corporate Resofition or Parership Agreement Requived CUSTODNWN PHOME #

e INVESTOR INFORMATION
A. Investor Name (nvesion Trustee/ Evecidor/Auhorized Signatery Information)
(Reddemtial nreet addrexs MUST be provided See Section 4 if mailing addve s ix differens than residentiol street address )

| Firaz Mame 3] Last Namea Gendar
| Social Securty Mumber Drate of Birth (MMDDAYYY) Dantirme Phone Murnbar
| Aeedariial Strasel Addiess Gity State Zp Coda

It Mon-U.S. Citizen, Spacity Country of Cizenship and Salect One bakow  (required
[ Resident Alen [ Mon-Raskdant Allen fAttach a conpleted Form F5-8EN)

: Country of Chizanship
B. Co-Investor Name (Co-fnveston Co Trustee Co-Authorized Signatory Iyformation, if applicable)

| Firat Mame L] Last Mamie il I
Soctal Security Mumbar Drate of Birth (MMDDAYYY) Daytima Fhong Numbas |

If Non-U.8. Citizen, Spacity Country of CRZenship and Select Ong Dalow  frequired
] Resident Adan ] Mon-Raeskient Allen tmach @ conplesed Form WEBEN

Country of Citizanzhip
1 FIMSISUID 816

| Raadantial Strast Address Ciy State Zp Coda
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APPENDIX A-1

e INVESTOR INFORMATION (continued)

C. Entity Name - Retirement Plan/Trust/Corporation/Partnership/Other
(Truree)'s) andion duthorized signarorny s inbration MUST be provided n Seetons 34 and 306

Entity Mame T 12 Mumizer Drater of Trust |
Exemptions
(See Form W8 instruciions at v irsgov)
Entity Ty (Select
o ity Ty f: M:ff\ww B ) - ) Exnimpl paos coce fifan
[0 Retiramant Pizn - [JTrust [0 &Corp  [JC-Corp  [JLLG [ Famnarship
Exarmption from FATGA reparting

L Gnhar __ - . i . — coda fifamy

. Transfer on Death Beneficiary Information Judividua or Juin dcosunt with rights of sumvivershi salv) (Not available for Leid g
or Puente Rico reddents,) (Reneficiary Date of Rirth required. Whele percentages oy, must aqual 10074,
Fiesi Mame ] Last Mame SN Ciate of Birth (MMWTOMYYY) ] Prirmany
[ Sacondary W

[ First Nama ™y Last Mama BSN DCiate of Birth (MM DM YYY) [ Prinveany
[ Sacondary %
First Mama b Last Mame B5N Ciate of Birth (MWD DM ] Primary
] Secondary %
First Name My Last Manme = Liate ol Birth (MMDOM YY) ] Prirvary
[ Sacondary %
e MAILING ADDRESS /if differens than residentinl siveet address provided in Seetion 24)
| Addrass Ciy Stata Zip Coda
@) SELECT HOW YOU WANT TO RECEIVE YOUR DISTRIBUTIONS (Seleer culy onei
Cormplate this section to enroll nthe Distibuton Pevastment Plan or to alect o recebve cash distibutions.
| haraby subaciba for Shares of HWMS Incorma Fund, Ine. and ket the distibation aption indicatad balow:
A. | Distribution Reinvestment Plan [See Prospecius for denaily)
For Castodial keid acconnts, {f you elect cosk distridutions the fands yeost be seni fo e Custodfan.
B. [ Cash/Check Mailed to the address sot forth above (Avrilabe for Non-Cusodial livestors only. )
€. [ Cash/Check Malled to Third Party/Custodian
Name/Entity MarmaFinancial Institufion Wisiling Adoress I
Cily Siate Fip Code Account Number [Regurired) |

D. [ Cash/Direct Deposit Altach 2 pre-printed voided check. (Now-Custodial livestors Onlyd

I anthorize HMS Income Find Ine. or 12 agenl fo depedi wy distbintion inte re efeckig or srvings accomt. This autheriny will remain tn foree waitl | notlfy
HMSE Income Fund, Inc. iy weriting to cancel it In the event that HMS Income Fund, Inc. deposits funds erronvonsly into my account, they are authorized to debit
iy accounl for mn amonat mot fo evceed the amount of the ervoneous deposit

Financial Instiution MName Mailing Addreas Gy State

Wour Bank's ABA Houting humbar ‘Your Bank Actount Mumber

PLEASE ATTACH A PRE-PRINTED VoIDED CHECK
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APPENDIX A-1

O BROKER-DEALER/FINANCIAL ADVISOR INFORMATION (Requived Informarion Al fields winss be

complered)
The Fagncid Advisor must sign below to compiate the order. The Financial Advisor herely warrants that havsho is duly licensed and may wluly sl
Shares in the state designated as the investor's legal residance.

Brower-Dealer Financial Advisor Mame [T Ghack ¥ you are a Rogistered
Irvestrnant Advisor (RIA)

Advisar Maiing Acdrass ‘

City Stata Zip Coa ‘

Financal Advisor Mumber Eranch Numbor | Takephone Mumbaer

E-mail Acdrass | Fax. Mumiber

Flaass note that unkies praviously agreed 10 in willing by HMS Incame Fund, Inc., 2l sales of sacunties rust be made through a Brokar-Desalar,
inchiing whan an FUA has Introducssd the aaka, In 21 cases, Section B must be completad

The undarsignes eonti(s) which eoafirnaten & made on behall of the Sroker-Daakr with respect to saks of sacurtss mads thiough 3
Sroker-Daaler, that they () have ressonakia grounds to balees 1hat the information and represantatons concarning the investor identfied hersn are
Trug, comact and complata n all respacts; (i have Gecussed Such inestor's prozpactive purchase Of Sharos with such invwestor, il hane advised
Such investor of 2l partinant 1213 with ragand (o tha Bok of Bquadty and markatabity of the Shares; (V) have dalvarad of mads avallabis a current
Frospactus and related sunplamants, f any, to sush investor; (V) hava reasonable grounds to balisva that the investor is purchasing thase Shameas for
s or her owen aooount; and {vil freve reasonatia grounds o baleve thal the purchase of Shares 5 @ suitelle investment for such invesior, that such
Irnssston mests the suitability standards appbeable 1o such imvestod sat forth in the Prospectus and ralated supplemants, | any, and that such ivestor
% in 2 inancial peetion 1o enalblke such inveator 1o realize the benalits of 2uch an investment and 10 sutiar any ks that may occur with reapact thenato

Ther undorsigned Financial Advisor further roprosonts and cortifies that, in connection with this subscription for Shares, ho of 870 has complod

with and haa followed all appizabls policks and procedunas undsr his or her fim's exsting Anti-hManay Laurdaring Program and Customer
Icantrisatian Program.

b4
Financial Avisor Signai Dare Branch Manager
g muwmaynm&m
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APPENDIX A-1

o SUBSCRIBER SIGNATURES
HMS Income Fuad, Ing, iz requinsd by law to cbtain, varty and record certzin parsanal inbormation fom wou of pansons on your behalt in order o
aatablian he acoount :!I:'-"| lirad imfommation inchudas nama, data of binh, parmanent residantial ad o sodc il sacurtyMadgpayar dantilicaron
fnsar Wa 1o 3aa other identilying documants B you do not provida tha infomation, Il.d. ma Fund, Ine. may not ba abia o opan
the Bubscrintion Agresament, you sgres Lo provida this information and confiern th = irformation is true and corracl, I§we
r idontify, o thit of anothor porscnis) authaonzod 1o act on your Dohad, of § wo Dobawe wo hidve dontilied potentialy criming
f, Wi rasanal tha nght 1o take aciion s wi doom aporooaate which may iIncude ologing your sooount,

Floass separataly inital each of the represantations below. Excapt in the case of liduciary accounts, you may not grant any parsen a power o
attormery 10 make the representatons on your bahal In ordar to induce HMS Incorme Fund, Inc. to accept this subseription, | hesaby reprasent 2nd
Wearrart i yau a8 foliois:

PLEASE NOTE: ALL ITEMS MUST BE READ AND INITIALED
i@ A copy of the Prospectus of HMS Income Furd, Inc. has been cahered or macs avaiiable to me. [ I | |

liitials
L) VW have [ @ maimam nat worth [nol neludng homea, hama lurmshings and personal 2ulomo biss) of al kst I
F200,000, or (i) @ maimum net worth (33 proviously described) of at least $70,000 and 2 maimum annual gross income
of gt kast $70,000, or thet | moaet the higher sulizbilty requiremants imposed by my state of pamary resicence as set Initiats
foeth in the Prospectus under “SUITABILITY STANDARDS !
(1] imdn:mlaclg_a that thars i no public markat for T Shanas and, thus Ty Irivastmant in Shares B not lcgisicd I 0 i
Titials Tufrials

{c)  13m purshasing the Shares for the account referencad in 1hiz Subscripticn Agraament |:| I:I

Triitials

& Flama Kansas resident, | acknowistgs thal it & resorrmendsd by the Offies of the Kansas Sacuritias Comm ssones
that my 2pgregats Imeestmant in the Shenes and simiter imsstnents should not eeceed 10% of miy *guid net worth®
which B that potion of the nat worh (assas minus Eabiles) tha B comprsad of cash, cash squivaants and raadily
markatable secunties,

Iniitials Tuirtals

| declore that the information supplied above is frue and comect and may be refied upon by the HMS Income Fund, Inc. | acknowledge that

the Broker-Dealer/Financial Advieor {Broker-Dealer/Financial Advisor of record) indicated in Section § of this Subscription Agresment and ite
designated clearing agent, if any, will heve full access to my sccount information, including the nember of shares | own, tax information (including
the Form 1009) and redemption information. Investors may change the Broker-Dealer/Financial Advisor of record at any time by contacting HMS
Income Fund. Inc. Investor Ralations at the number indicated below.

TAXPAYER IDENTIFICATION/SOCIAL SECURITY NUMBER CONFIRMATION (required): The investor signing below, under penalties of
perjury, certifies: {ij that the number shown on this subscription agreemant is my correct taxpayer identification number {or | am waiting
for @ nuimber to be issued To ma); i} that | am not subject to backup withholding becausa {a) | am exempt from backup withholding, or ()
| have not been nofified by the Internal Revenue Service (*IRS") that | am sw]ec‘l to backup withholding as a result of a failure to report all
interast or dividends, or (c) the IRS has notified me that | am no longer subiject 1o backup withholding; (i) | am a U.S. person {including a
ragident alien}; and (v} The FATCA code(s) enterad on this form (if any] indicating that | am exempt from FATGA reporting is correct. NOTE:
You must cross out i} above if you have besn notified by the IRS that you are currently subject to backup withholding because you have
talled to report all Interest and dividends on your tax retum,

The Internnl Revenue Service does not regquine your consent 1o any provision of this document other thon the certifications required 1o aveid
backup withhalding.

Signature af ivedor Dt K a’ Comlivéstar ar Crrtodian Date
([ applica

a (MUST BE SIGNED BY CUSTODIAN OR TRUSTEE IF PLAN IS ADMINISTERED BY A THIRD PARTY)
MISCELLANEOUS

MS Incorne Fund, Ind. requasts that each nvestor that &kcts 1o have his or Ree distibations revested in i3 Distrivution Reirvasimant Plan notity
tand the Droker-deaksr o registered invesimant advisor of record inwrithg 2t any tima thars is a matenzl changs in nis or har financial condition,
nichuding laiure Lo maat tha minirmum incorme and nat worlh standands e i ad by the stale n which he or she resides.

NGO SALE OF SHARES MAY BE COMPLETED UNTIL AT LEAST FIVE BUSINESS DAYS AFTER YOU RECEIVE THE FINAL PROSPECTUS.
Yiou wil recaihe @ wiitten confirmaton of your purchase

Al ferms on the Subscrintion Agreement must be comphkated in order or your subscription 1o be processed, Subscribas are

angouraged o readt the Prospectus in itz entisety for 2 complate axplanation of an investmant in the Shares of HMS Ingome Fund, Ing

Return to: HS ncoms Func, e, IR0, Box 219010 Il Kansas © ty, MO B4121-5010

Ovemnight Delivery: HW2 Incoma Sund, Ing W az0w. 7ih 5t B Eenea City, MO 53105

Hines Invistor Relations 288-220-6121
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APPENDIX A-1

CERTAIN STATES HAVE IMPOSED SPECIAL FINANCIAL SUITABILITY STANDARDS
FOR SUBSCRIBERS WHO PURCHASE SHARES

Swsaral atatas have astankshed autablity raquramants that are moes atringant than the genaral standands for all invastors describad below. Sharas will
B 50k 10 Investons in thasa statas only i they meat the spacial sukabilty standards sot 'orth Badw. I 636h casa, theta epacial sutatilty standaras
axchde from the calculstion of net wodh the value of the investor's hema, home furmishings and avtomobias.

GENERAL STANDARDS FOR ALL INVESTORS

Iresstons st have sither (3] 2 nat woeth of 8t lesst 5250000 or (b) an arudl gross income of 70,000 anc a minmurm nel woeth of $70,000. I addition,
cortain $tates ook neightenad sutabdity standands on nestons. We il not sel shares 10 Mes1ons in thi stales named Delow Uniss My mesd special
suitabillity standards.

Alabame = 1 ackdlon 10 he general sutabity slandsds abon, an AREBAME Fraston must Fase a licgud red worth of a1 leas 10 1imes soach Alabaing resdn!'s
irnse et it HIMS Incorms Fund, Ind and e afiiates

Asizona — The larm of this offering shal ba affactive Tor a peniod of one yaear wilh Tha abilty fo rerew for addifional panods of one yanr

Californda — In acnon 10 h SUnaEly standards Jo0w, 30 investon wil T his OF Dds insStnent in HVES Income Funed, Ing. Gomimean 500K 10 & madnmunm
of 10% of his or har nel worth, Aninsestment by 2 Callforna investor thal s an accredited investor within the meaning of ta Federa sacuntes laws (1T GER
§230.501) ks not subject 10 the foregeing Imitations,

letalve — ireesions whio resicka in the state of kdeho rmust have sither () a bausd ned worth ol $85, 000 and annvual gross inooma of S85,000 o (1) a hged nel warlhy
of 200,000, Addiionally, an ldaho irmeston's (otal irezimant shall not exceed 109 of his or ber kguid et worth. The caiculalion of Bguid ret worlh shall includs
only s phis Caoh eouvaonts. Cash oquivalants R 3550t3 which iy b oormertichi 10 35N wANIn O yiar

lowa — Irestors whe resda in tha state of lowa must have either () & liquad nel worth of $100,000 and anua gross income of $100,000 or i) a ligud nat worth

of 350,000, Asdtionally, an lowa imveators total irvesiment in HMS Income Fund, inc. shall not exceed 1096 of nis o her liguid nat waorth, For this purpose,

I :a.ldr'd woirth is dalermirad axclusiva of home, homa Linghmgs and aulomobies. An investmant By an lowa ireeston that is an acoredited irvaston within iha.
rrgaring of iha Fegerdl seounitieos laws (17 G RR. §280 807) is net subject 10 the foregoing limitations,

Kansas — The Office of the Kansas Secuntes Commissionss recommands tat you shoukd imil your ageregate investment in =3 Income Fund, he, shares
ard ottvie smilar irnistrndnts to rol mans than 109 of your liouid rat worth, Licuid rat worth is Bhat poron of your tolal ret worth (3asats minus Eabitses) that &
cormprized of cash, cash equivalents and readily rmarkatable securides.

Kentucky —Ths lsguer @ 2 business desslopinent SOMpany, As 2cn, 3 Kentucky IMeEtor must nave sither (2) a mnimam annual groes income of $700000 and
a PN et worth of 2t east $70,000 or o) & rrinirnarn Boui s ret worh of at least 250,000 In addtizn, no Kentucky investon shal invest, in apgregats, maone
than 10% of his or har gud net worth in Bha Bsuar or BBsuer's affiiate’s non-pubdcly fraded busnes s development companias. For 1his purposs, “quid nat worth”
is: dhfirc 85 et portion of @ person' s nat worth lobdl assats, exclusses of home, home umishngs and automobies rinus tolal lEbiitias) that is comoisad of
cash, casn equivelents and readily marketable securites.

Meine — Tra Mane Ofics of Seouities recurmmends tal aninveslor's agoregate imestmant in thie olffeing and smilar drect pativipation Frastments not
ez 109 of the Ireasto's fauid et wodh, Fee This purposs, "Bguid net wonh®™ i cefined a3 that porion of net waortn et consfsts of cash, cath aouvalents
and readly markotabds securilion

Mamsachusetts — Irveslcns who rsack in the $ale of Massschusalts must have ethee [ a mirsram of §100,000 annia gross incoms and & baud ni wath
of S100,000; or (1} 2 koud net worth of S350,000 imespective of gross anmud income. Addtionally, a Messachusatts inmvesior's 1odal imasstment i HMS bcome
Fund, Inz. and in athr iliguid dreet panticipation srogrames shall nol oxeosd 109 of hig or her fguid net werth, For this purpess, Bauid not wonh i datermined
axcdisia of home, home umsings and snomcoles

Hebraska — Habraska nvestors who <o not mest tha definition of “accrecited investor” as defmed in Ruls 501 {a) promulgated under the Sacurities Act of 1833
as amanced, must Fave i} ether (5 an annus gross income of at least $100,000 2nd & net worth of at least $100,000, or o) a net wortn of at least S350,000,
ard (i) masst Tt heir aggrogate investmaent in this aiing and in tha S0curties of ahor non- putkdy Raded businass dmalapmont companics (BDCH) 1o 10% of
sk Imvaston's nat waorth. (et woeth in sach case snould be datermined exdusive of home, Rome fumichings, @nd auomobiles |

Hew Jorsey — Irvaators who resica in e stale of Mew Jersey must hawe &t (] a mnimom bouid net worth of $900,000 and & minmum annus gross meoms
of 25,000, o [} & minimurm ligud ned wiorth of $360,000. Adcibenaly, @ Maw Jorsey mwstors total imastment in i, our afffates, and ot non: publicy traced
diract nvestment peograme {inchodng real estate rwestment tusls, besness developmant comganies, ofl and ges programes, souipmant leasing mograms, snd
SOty podis, bul diuding unnegistened, Tediraky and Hate ot orivati cfleings) Many ol soceed 105 of Such inmsstor's iquid net wonh, For thess
purposes, Tgud net wonlk® (3 dafined as that portion of et worth [tote assels eodusive of home, homea fumishings, and automobses, minus total lakdites) that
congits of cach, cash equvalents, and reacly mokelabie securities,

Now Maxico — I addtion to the general sutablity stanciards Bsted above, & Mew Maoo investor may not ineest, and HWS income Fund may not accept

from 2n imvestor mors tham tan percent (1006) of that mestors’ liguid net worh in shares of HMS Inoome Fund, [tz affiates, and in cther non-radec busness
ChralCRITRNT COMpeaning, Licpic ral wort™ i Aifind as hat partion of nal wooth which consssts of cash, cash eduniakints, and readly markatabie secinlks

Morth Carolina — Investons whorasids In the state of Morth Garding st hava sthes () @ minmum hgud net wonh of $85, 000 and rminirnun annual gross
o of $85, 000 or (i) a minimam liuid nel worth of $300,000,

Morth Dakota — HMS Incoms Fund, Ine. snanes will crly Do s0id to redickents of Morth Dakota reoosanting that thes imaastinent will not axeoed 106 of hig o
her st weorth and that thay mesl onse of the establshed sutability standerds

Ohio — It shall bo unsuitable for an ORic IMAS1or's Sfgrofati imvestment in shanes of th issuer, afTiates of the issusr, andin ot ron- tradked Busnass
chrvmloprment companies 1o adwesd ban paecent (1006) of bis or b Bouid ret wiorth, “Liqud mal worth” shal ba defined as that portion of nel woth (folal assds
awechugive of homg, hama lumishings, and gutornobileg minus total iab@tes] that Is compased of cash, cosh eoulvalents, and regdly marketabla seourkios.

Dklahoma — asions who agics in the stala of Oklghoma wha are not "secradited irvestons” within the rmaening of 1hi faceral securities Livs must have #ithar
) 8 arnwal gross meormas of a least 300,000 and 3 rat warth of ab lsast $100,000, or (1) @ Bouid rat worth of at lsast $250,000, Additorally, an Cilahoma
Irnrestor's 1onal nestrnent shal not geocaed 1054 of his of her llguid nat worth, For this purposs, baud net wonh |3 daterminad exclusive of homa, home famishings
ardd sutormooi e

Oregon — In addition to 1k sultablity stancands sbowe, B sfate of Oregon requings that each Oragon investor will limit ba or her rvastment in HMS Inconme
Fund, Inc. commaon shock ko a mandum of 10% of s or e nat worth {not incicing homea, home furnishings o automotles)
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APPENDIX A-1

GENERAL STANDARDS FOR ALL INVESTORS (continued|

Tennesses — Wao must zell a minimom of $15,000,000 wordh of shares bebora accepling subsoriptions from residents ol Tanmesses, naddbon, Fmestors who
raksich in Fve state of Ternassss must hawe atbse ] & ririmomn sonusl gress inconsa of $100,000 ard & ik rat worh of $100,000 o @) & ririnum rat
worth of $500,000 axciusiwe of homa, home furmishings and automoblas. Acdiionally, Tennesses rasidents’ investnant must not excead 10M% of thidr hould net
e Ay INBsIment By @ Tennested irvedton thal is an accraditad imeston within tha madning of the Federal seauiies Bws (17 G ER. 5230 501] is not sutties
to e foragong lmitations.

Texas — Invectons wha nesida in the state of Texas must havs athar ) 2 minimum of $100,000 annual gross income and a lguid net worth of $100,000 o
(i1} & Bogusel vl worlhy of $250,000 Fraspaciive of gress annual incomie. Addtionally, 3 Texas imveston's (ol imssstmant in HMS Incorma Fund, ine. shal rot axoesd
10% of his or her loud net worh, For thiz purposs, lguld nat wortn ks datemnned exclusive of home, home femishings and autormotiles.

Vermont — Investors whe resida In the state of Verment st have cither § a minirnurn of S000,000 anrasl groas income and a lguid net worth of $100.000
or (i} a liquic net worlh of $250,000 mespective of gross amual income. Additionally, a Verrmont inestions total rmvestinent in HME ncame Fund, kw. shal nol
e 1086 of his o her ligec ned worh. For this puosa, lould net worti = datermnimed exciusie of home, boms fumishings and autorobibes. An imestmant

by a Varmmont imvestor that is an accredied investor within the meaning of the Fedaral securitios laws (17 G.RER §230:501) is not subject to the foregeing
Irrnations.

WE IWTEND TO AZSERT THE FOREGOING REFRESENTATICNS AS A DEFEMSE IN AMY SUBSECQUENT LITHZATION WHERE SUCH ASSERTION WOULD

BE AELEVANT. WE HAVE THE RIGHT TO ACCEPT OF REJECT THS SUBSCRIPTION IN WHOLE OR IN PART, S0 LONG AS SUCH PARTIAL ACCEPTANCE
Of REJECTION DOES NOT RESULT IN AN BOWESTMENT OF LESS THAN THE MNIMLUM AMCIUNT SPECIFIED IN THE PROSPECTUS. AS USED ARCAVE,
THE SINGULAR MCOLUDES THE PLURAL IM ALL RESPECTS |IF SHARES ARE BEING ACQUIRED BY MORE THAN ONE PERSCM. THIE SUBSCRIPTION
AGREEMENT AND ALL RGHTS HEREUNDER SHALL BE GOVERNED BY, AND INTERPRETED IN ACCORUANCE WITH, THE LAWS OF THE STATE OF NEW
YORF WITHOUT GAMG EFFECT TO THE PRINCIPLES OF CONFLICT OF LAWS.

By eoseouting this Subsonintion Agreement, the subseribar = nob wabdng any ights under federal of state law
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b. Consolidated Financial Statement Schedules

* __ Report of Independent Registered Public Accounting Firm
+ _ Consolidated Schedule of Investments in and Advances to Affiliates for the Year Ended December 31, 2015

(2) _Exhibi

The following exhibits are filed as part of this Registration Statement on Form N-2 or hereby incorporated by reference to exhibits
previously filed with the SEC:
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; _mrrmmmnm.mm ST

'ml&x ﬂ!"l"!ﬂ'l’iﬂ"l fm-ﬂ F'"Il.'!l'ﬂ'lﬂﬂﬂ I

e lenders party thereto and
Report on Form 8-K filed with the
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§ 22,500,000
The amounts set forth above, except for the SEC and FINRA fees, are in each case estimated and assume that we sell all of the shares being
registered by this registration statement, All of the expenses set forth above shall be borne by the Registrant,

Fora moredemled discussion of Iheae entities, see “Ma.na:..ement Ccrlaiﬂ Relationships and Related Party Transactions” and “Control

13,781

1tem 30. Indemnification
Maryland law permits a Maryland corporation to include in its chaner a proﬂsnon limiting the liabi |.Il}j of its dlre:ctc-rs and officers to the
corporation and its stockholders for money damages exce in improper benefit or profit in

money, property or services or (b) active and deliberate dlsl:noncsly established b;.' a I'nal_;udgmenl and which is material to the cause of
action,

Maryland law requires a corporation (unless its charter provides otherwise, which our charter does not) to indemnify a director or officer
whc has be'au succcs—sful in the defense of any mm@g to wlu Il he or she is ma.de or threatened to bc made _m}i:rx reason of his or

agalnsljudglnents penaltics, fines, setilements and reasonable eXpenses. :actually incurred by them in connection with any proceeding to
which the _mﬂ_y_be made or threatened to be made a party by reason of their service in those or other capacities unless it is established that

in the right of the corporation or for a judgment of |Iﬂbl1l1}' on the basis that a personal benefit was ﬁnprcperly received, unless in either
case a court orders indemnification, and theu unly fo:r expenses. In addition, Maryland law Dermns a cc-rporauon to advance reasonable

conduct was not met.

Qur charter cr.:-nlam,s a Drcwlswn that limits the liability of our dlrecto[s aud officers to us imd our stockholders fcrmr.mey damages and our

seﬂlcmr.:m} 1o [l} any present or former director or oﬁ'ccr (ii) any individual who, while a director or officer and, at our request, serves or
Cc-7
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has served another corporation, partnership J.imite:d liabil:'.tx wmmg, joint ven _,_trgs_l,ﬂm)yee beneﬁt plan or mher_rem

1S, EX4
and any other | person or entity. , affiliated with it, However, in accordance with. guidelines adopied by the North American_ Securities
Admjmst[a oIsAssoc;anug, our charter and the InvesmlentAdﬂson'Agmemem I}IOVldB that we maynot 1|1va:|t°:|:@f1r anmdemmwe for any

by s
indemnitee has determined, in good faith, that the course of conduet which caused the loss or liability was in the best interests of our
Company, (2) the indemnitee was acting on behalf of or perto mg STV ices for us, (3) the lability or loss suffered was not the result of
negligence or misconduct by our Advise inte of our Adviser sted director of the Company, or was not the result of gross
gross negligence or misconduct by an independent director of the Company and (4) the indemnification or agreement to hold harmless is
only recoverable out of our net assets and not from our stockholders. lnaddjtlon. we expect that Main Street and Main Street Partners will
will indemnify us for losses or damages arising out of their respective misfeasance, bad faith, gross negligenee in the performance of their
their respective duties or by reason of the reckless disregard of their respective duties and obligations under the Sub-Advisory Agreement or
Agrgemem or the- vmlauon ol' applicable law or the breach of any representation in the Sub Ad _ry&gre;emem In a.ccordanoe with the

misfeasance, bad faith, gross negligence or reckless disregard of the duties involved in the conduct of his office. In addition, we will not
provide indemnification to a person for any loss or llabjhty arising fr{:-manalleged vtolanrmof federal or state securities laws unless one or

position of the SEC and of the published position of any state securities xegulatpry authority in which the securities were offered or sold as
as to indemmification for violations of securities laws.

Wcmayﬂdvanac funds o an indemnitee for legal expenses and other ccatsjn«urred as a result of legal action for which indemnification is

being soqu Ay ifall of the followmgﬂmmmus a_rg met: (1) tI:Le egal action Lelates 1o acts or OMISSIons w1t|1resp_to the performance

has met. lh&ﬂsndal:d_ufmndnm ucﬁnssarx iry for indemnification; (jii) the legal action is initiated by a third party who is not a stockholder or
the legal action is uuualaed bya stﬂckholderactm], in his or her capacity as such and a court of competent jurisdiction specifically approves

such advancemen the advanced funds to us, together with the applicable legal rate of interest

themcn,lncascsm which he or she is found not to be entitled to indemnification,

pursuant to the provisions described abpv;:. or otherwise, wqhawchcﬁn ad:.rnscd that in lhc_ﬂpnunn_of_tlxe SEC mch_mdemmﬁnatmms
against public policy as expressed in the Securities Act and is, therefore, unenforceable, In the event that a claim for indemnification against

such liabilitics (other than the payment by us of expenses incurred or paid by a director, officer or controlling person in the successful

dcfcnsa:pf anﬁmion,sui; or) pm;:;iingj masmihy_a  director, ;:-Iﬁccr_utmntmlling person in -:nunactimwith Ihesccumics being

M@MMMMWMM@M _________
be governed by the final adjudication of the court of the issue,

his.or her own account or in the capacity of direstor officer, emploves, mnmmj is set forth in Part A of this R

Statement in_the sections entitled “Management,” “Porifolio Management” and “Investment Advisory and_Adnumsu'auve Semcgs

A;ueemenl "Addnmnal mfcrmatmnrej,grd_g our Adviser and our Sub-Adviser is set forth in their respective. FomJADVs, as filed wnh
e O

HMS Adviser LP (SEC File No, 801-76585) and MSC Adviser 1, LLC (SEC File No, 801-78919),

Item 32, Location of Accounts and Records
Allaccounts, books and other documents required to be maintained by Section 31(a) of the Investment Company Act of 1940, and the rules
thereunder will be maintained at the offices of:

(1) the Registrant, 2800 Post Oak Boulevard, Suite 5000, Houston, Texas 77056-6118;
(2)__the Transfen“.gent, DsT mems Inc. 333 W lllh St. K.ansas City, Missouri 64105;
] ston, Texas 7010,
(4)_the Cuslmium, LS. Bﬂnkﬂanonalﬁssmamn, One Federal Street, 3rd Floor, Boston, Massachusetts 02110;
(5)__the Investment Adviser, 2800 Post Oak Boulevard, Suite 50'00 Houston, Texas 77056-6118; and
| the Sub-Adviser, 1300 ite BOH xias 77056,
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(1} __To suspend the offering of shares until the ectus is amended if:

(i)__subsequent to the effective date of this registration statement, our net asset value declings more than ten percent from our
net asset value as of the effective date of this registration statement, or

(ii)__our net asset \'alue increases to an amount greater T.Ilan our net pmceeds as slated in the pmspecrus

{i)__to mh.ldunwm,smtu&mqmﬂ bx Sm&n lﬂ{,a)ﬁ]_ofjlle Stcnmmmﬂof 1933,

(it)__toreflect in the prospectus any facts or events after the effective date of the registration statement (or the most recent post-
effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information
set forth in the registration statement; and

(iii)_to include any mﬂterial information with respect. tu.the.plan of disuibutiun not previeusly disclosed in the registration

(3 Thal.iouhapurpcsg of dct-:rmmmg anxlmblhlyjnd;nﬂm&mmm;ﬂ%l,eas:lmuﬂlmmﬁhcmmmmdmcm shall be
daamed to be a new reglsuatmn stateme nt relating to. the securities offered therein, and the offering of those securities at that

{4)_ Toremove, from registration by means of a_mst:ﬁﬁ‘.ecmc.amenﬂmm any of the securities being registered which remain unsold
at the termination of the offering,

(5)_ That, for

1 the purpose of determining liabi he Registrant is subject 1o
Rule 430C; Each prospectus filed pursuant to Rule 497(b), {;:J, (d) or (¢) under the Securities Act of 1933 as part of a
registration statement relating to moMﬁ thmmpeimses filed in reliance onRule 430Aunder the Secuntles&cmf

Provided, however, that m.slatmmnunadun_amglsjtamn,&m;mcmm prmp.c::ms;hms.moﬁhﬁmzmmmn.smnmm_m
mﬂdem a documem mcurpomted or deemad mmr;:omted b_v refereu.ce into the rej.,lstmtwn statement or pmspectus that is part

any. sta[cnmnt tImLﬁ’asmadeJn_lh:ﬂglstmtmﬂatmmm umsmnmﬂhawaipmohhe regls!ralmn sm:m:m Of | madcjn

any such document meedmtefx Enor to such date of first use.
r of the Regi

~ distribution of securities: the undersigned Registrant undertakes that in a pnmmﬂ_oﬁc.ung_uf_smnnss_onh:_un,dcmgmd
Registrant pursuant to this registration statement, regardless of the underwriting method used to sell the securities to the

purchaser, if the securities are offered or sold to such purchaser by means of any of the following communications, the

undmlgn:dmgwmt will be. mllmojh&pumhamamimﬂ be considered to offer or sell such securities to the purchaser:

(i)__any preliminary prospectus or prospectus of the ed Registrant relating to the offering required to be filed
rsuant to Rule 497 under the Securities Act of 1933;

{ii}__the portion of any advertisement pursuant to Rule 482 under the Securities Act of 1933 relating to the offering containing

material information about the undersigned Registrant or its securities provided by or on behalf of the undersigned

Registrant; and
(iii)_any other communication that is an offer in the offering made by the undersigned Registrant to the purchaser,

co
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